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December 18, 2018 

LETTER FROM AUDITOR HARMON TO THE KENTUCKY FISH AND WILDLIFE 

COMMISSIONER 
Frank Jemley, Acting Commissioner 

Kentucky Fish and Wildlife Commission 

#1 Sportsman’s Lane 

Frankfort, KY 40601 

 

Dear Mr. Jemley: 

 

The Auditor of Public Accounts (APA) has completed its examination of the Kentucky 

Department of Fish and Wildlife Resources (KDFWR).  This report summarizes the procedures 

performed and communicates the results of those procedures. 

 

The focus of the examination was to review the Kentucky Fish and Game Fund, Federal 

Fund, and Program Income Funds’ fiscal operations, internal controls, procurement and other 

processes, as well as the agency’s relationship with the Fish and Wildlife Foundation and its public 

outreach activities.  Our procedures included interviews with KDFWR employees, review of 

practices and procedures, analysis of financial documents and contracts, and other procedures as 

necessary. 

 

The purpose of this examination was not to provide an opinion on the financial statements, 

but to ensure appropriate processes are in place to provide strong fiscal management and oversight 

of the financial activity of KDFWR and to review specific issues brought to the attention of this 

office.     

 

Detailed findings and recommendations based on our examination are presented in this 

report to assist KDFWR in implementing corrective action.  Overall, these findings indicate the 

following: 

 

 Management has not created an environment that promotes accountability and 

transparency in the use of public funds. 

 Grant funded projects are not accurately tracked which may lead to unnecessary 

expenditures or disallowed costs. 

 The agency has a close relationship with a non-profit organization, the Fish and Wildlife 

Foundation, which provides the means to circumvent state laws and regulations. 



 There is evidence that KDFWR deliberately circumvented procurement laws through use

of the Foundation and split purchases.

We appreciate your assistance and the assistance of your staff throughout the examination.  

If you have any questions or wish to discuss this report further, please contact me or Andrew 

Schachtner, Deputy Executive Director, Auditor of Public Accounts. 

Sincerely, 

Mike Harmon 

Auditor of Public Accounts 

cc:  Secretary Don Parkinson, Tourism, Arts, and Heritage Cabinet



Chapter I: Introduction 

Page 6 

 

  

 

CHAPTER I: INTRODUCTION 
 

Impetus and Scope of Examination 

 

On January 2, 2018, the Auditor of Public Accounts (APA) notified the Tourism, Arts, and 

Heritage Cabinet (TAH) that its request for a special examination of the Kentucky Department of 

Fish and Wildlife Resources (KDFWR) had been accepted. The special examination was requested 

by letter from the Secretary of the Tourism, Arts, and Heritage Cabinet. 

 

Scope and Methodology 

 

The primary focus of this examination was to review the activity of the Kentucky Fish and 

Game Fund, Federal Fund, and Program Income Funds. The review covered KDFWR’s: 

 

 Fiscal operations 

 Internal controls over licensing and collections 

 Procurement of goods, services, and real property 

 Other processes impacting the above funds 

 The relationship between KDFWR and the Fish and Wildlife Foundation, and 

 Public outreach and educational activities and transactions.  

 

KDFWR Structure and Mission 

 

KDFWR and the Kentucky Fish and Wildlife Commission (the Commission) are 

established by the General Assembly pursuant to KRS 150.010 through 150.090.  Its purpose is to 

conserve and enhance fish and wildlife resources and provide opportunity for hunting, fishing, 

trapping, boating, and other wildlife related activities. 

 

The Commission is established under KRS 150.022.  It is comprised of nine members 

appointed by the Governor, each from a list of five names from each wildlife district.  Not more 

than five members may be of the same political party.  Per KRS 150.023, the Commission is to 

meet in Frankfort quarterly, or as often as necessary.  The duties of the Commission include 

oversight of KDFWR, advising the Commissioner to take such action as may be beneficial to the 

department and in the interest of wildlife and natural resource conservation, authorizing scientific 

studies, and classifying and disseminating such statistics, data and information as in the 

Commissioner’s discretion will tend to promote the objects of the chapter. 

 

According to Fiscal Year (FY) 2017 KDFWR 

Summary of Receipts & Disbursements, KDFWR had 

$70,705,494.20 in total receipts and $60,491,417.98 in total 

disbursements.  It derives the majority of its revenue from 

hunting and fishing licenses, boat registration fees, and 

federal grants. 

 

 

KDFWR was responsible for 

over $70 million in FY 2017. 
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CHAPTER II: FINDINGS & RECOMMENDATIONS 
 

Finding 1: KDFWR Failed to Create an Operating Environment That Promotes 

Transparency and Accountability of Public Funds 
 

KDFWR operates under the impression that they are not funded by taxpayer dollars, and 

therefore are not held to the same standards of transparency and accountability as other 

governmental agencies.  This philosophy is promoted by management, stated in agency emails and 

correspondence, and is prominently displayed on the website.  KDFWR justifies purchases under 

the premise that no general fund dollars will be used.  By downplaying its reliance on tax dollars, 

KDFWR is promoting a control environment that is not conducive to a strong level of 

accountability and oversight.  This mindset can lead to improper activities, including fraud, waste, 

and abuse. 

 

KDFWR’s primary revenue source is the sale of hunting and fishing licenses, which 

account for approximately 50% of total funding.  KDFWR is the sole license issuer and regulator 

of hunting and fishing activities within the Commonwealth.  KRS 150.170 prohibits the taking or 

pursuing of any wildlife, protected or unprotected, or the fishing in any stream or body of water 

whether public or private, without first procuring a license.  While user fees and licenses may be 

distinguished from a true “tax,” KDFWR has a monopoly on these licenses.  Other significant 

sources of funding include federal grants, which account for approximately 35% of total funding, 

and boating registration fees accounting for approximately 7% of total funding.  Federal grants are 

funded by taxpayers, including Kentucky taxpayers. 

 

Figure 1: KDFWR Funding Sources in FY 2016 

 
Source: KDFWR 
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While KDFWR does not receive a general fund appropriation, collected funds are still 

public funds.  The significant funding sources are generated either from a taxpayer’s choice to 

participate in hunting, fishing, and boating activities, which KDFWR is solely responsible for 

regulating, or from federal grants funded by taxpayer dollars.  Additionally, once funds are 

collected and deposited into the State Treasury, they are recognized as public funds which are held 

to a high standard of transparency, accountability, and use.  As established in the Finance and 

Administration Cabinet’s FAP 120-23-00, Use of Public Funds: 

 

1. Expenditures of public funds shall only be allowed for carrying out the statutory 

responsibilities of the agency.  Expenditures shall be reasonable in amount, beneficial to 

the public and not personal in nature.  
 

2. The following shall be used to determine if the expenditure of public funds is appropriate: 

a. The expenditure shall be deemed necessary for the statutorily defined function of the 

agency or will contribute materially to the effective accomplishment of the agency’s 

function, and is not otherwise prohibited by law; 

b. The expenditure does not conflict with established Attorney General Opinions, the 

Commonwealth’s Constitution, the Kentucky Revised Statutes, or any agency’s official 

interpretation of the same; and 

c. The expenditure shall be afforded by allotted budgetary funds in both intent and 

amount.  

 

KDFWR posted several “Did You Know…?” statements on its website promoting that it 

is not reliant on state or general fund tax dollars to operate, including: 
 

 “Did you know…Department of Fish & Wildlife Resources receives no tax dollars and 

manages fish & wildlife for all citizens?” [similar variations of this statement were also 

identified] 

 “Did you know…The Kentucky Department of Fish and Wildlife Resources manages all 

wildlife statewide without the use of General Tax Fund dollars?  Wildlife conservation in 

Kentucky is paid for by the sale of hunting and fishing licenses and boater registrations.” 

 

The website further attempts to separate KDFWR funding from other public funds by 

stating, “The Kentucky Department of Fish and Wildlife Resources receives no General Fund tax 

dollars.  This means the department does not receive any money from state income taxes, home 

property taxes, vehicle taxes or sales taxes on most goods.”  These statements are included on 

employee emails and are reinforced by management, which establishes a mentality that KDFWR 

is different from other governmental agencies.   

 

During the entrance conference for this examination in January 2018, the Commissioner 

began the meeting by discussing KDFWR’s funding sources, pointing out that KDFWR does not 

receive general fund tax dollars.  Management sets the tone of the organization which is the 

foundation of the overall internal control structure.  The tone at the top establishes a core set of 

values that influences decisions and actions of all agency personnel.   
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As discussed in Finding 6 (page 22), KDFWR has justified purchases on a Purchase 

Requisition form by stating, “This purchase will be made with 100% agency funds.  No general 

tax fund dollars will be used for this purchase.”  At times, this statement will be in all capital letters 

in order to place further emphasis on the justification for why the expenditure is allowable.  Some 

of these transactions are questionable, including pre-paid debit cards and catered meals for award 

banquets.  Agency funds consist of monies generated by KDFWR including the sale of 

government-mandated licenses, permits, and boat registration fees.  By differentiating agency 

funds from other taxpayer and general fund dollars, KDFWR is improperly attempting to justify 

expenditures based on the funding source rather than the legitimacy of the purchase itself.  

 

Recommendations 

 

We recommend KDFWR:  

 Strengthen its control environment by changing 

management’s philosophy regarding the funding 

sources used to support operations.  KDFWR should 

recognize that all funds, regardless of the source, are 

public funds, which require the highest level of 

accountability and transparency.  This should be 

clearly communicated to all levels of the organization 

to establish a sound foundation for its control environment.   

 Cease presenting to the public that the operations of the department are different from other 

government agencies because of the sources of the funds administered.   

 Justify all expenditures based on the best interest of the Commonwealth and the statutory 

mission to conserve and enhance fish and wildlife resources for all citizens of the 

Commonwealth, not based on the funding source. 

 

Finding 2: KDFWR Improperly Accounted For and Monitored the Stream 

Mitigation Fund  
 

KDFWR improperly comingled two different restricted funds, the Stream Mitigation Fund 

(Mitigation Fund) and the Fish and Game Fund, and failed to appropriately allocate expenses that 

should be borne by the Mitigation Fund but were paid for out of the Fish and Game Fund.  

Restricted funds are separate accounts established in governmental accounting to ensure that 

dollars that are limited by law or contract are properly restricted to those purposes.  Restricted 

funds differ from general funds, in that they cannot be used for any legal purpose of the agency in 

pursuit of their mission but are restricted to a specific program or purpose.  It is important not to 

comingle restricted funds to prevent funds from being spent outside of their restricted purpose. 

 

In 2002, KDFWR entered into an agreement with the U.S. Army Corps of Engineers 

(Corps) related to the management of a Fees In-Lieu of Program (FILO), with the purpose to 

restore, enhance, establish, and preserve aquatic resources in Kentucky. FILO is supported by the 

sale of mitigation credits to entities required to purchase permits due to their activities resulting in 

the permanent loss of streams or wetlands. The monies generated through the sale of mitigation 

credits are used to implement stream and wetland projects that improve degraded streams and 

All KDFWR funds are public 

funds, which require the 

highest level of accountability 

and transparency. 
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wetlands throughout the Commonwealth. The intent of the mitigation is to compensate for the 

permanent loss of aquatic functions within a defined watershed or regional area. The Kentucky 

Transportation Cabinet and utility companies are the primary buyers of the mitigation credits.  The 

Kentucky Wetland and Stream Mitigation Fund (Mitigation Fund) was formally established per 

KRS 150.255 in 2000 as a trust and agency fund account available solely for the purpose of the 

administration and utilization of FILO.  The Fish and Game Fund, which is also a restricted fund, 

was established in KRS 150.150.   

 

Beginning in FY 2013, around $1,000,000 was transferred annually from the Mitigation 

Fund to the Fish and Game Fund as a reimbursement for FILO administrative expenditures paid 

for out of the Fish and Game Fund. The $1,000,000 transfer was a prepayment for the upcoming 

year’s activity and did not agree to actual expenditures incurred per KDWFR tracking 

spreadsheets.  The amounts transferred in excess of actual expenditures are not recouped and 

transferred back to the Mitigation Fund.  Once restricted accounts are commingled, the individual 

source of funding can lose its identity, allowing for funds to be used in a manner not compliant 

with established laws, regulations, and contractual requirements.  The Mitigation Fund is also 

deprived of earned interest, which must remain in the Mitigation Fund.  KDFWR administered its 

fund accounting improperly as Mitigation Fund monies were diverted to and commingled with the 

Fish and Game Fund. 

 

The annual transfer constitutes a non-compliance with the state law due to commingling of 

restricted funds and non-compliance with the enacted agreement with the Corps.  The agreement 

with the Corps stipulates, “Interest and earnings shall remain in the Mitigation Fund for use solely 

by and for the purposes of the Mitigation Program and providing compensatory mitigation for 

[Department of Army] permits.  Monies in the Mitigation Fund shall not be diverted for other uses 

or mixed with other funding sources.”  Additionally, the agreement with the Corps stipulates 

Administration activities related to FILO shall be tracked or accounted for separately in the 

Mitigation Fund.   

 

In addition to the commingling of Stream Mitigation Funds, KDFWR failed to properly 

track, monitor, and account for all administrative activity.  During the course of the examination, 

inconsistent information was communicated surrounding indirect costs and their inclusion in FILO 

activity monitoring spreadsheets.  Originally, KDFWR stated indirect costs were not allowable 

expenses for FILO, but when facing a significant excess in Mitigation Fund transfers over actual 

administrative expenses, KDFWR concluded indirect costs 

were appropriate charges.  KDFWR amended FILO 

administration tracking spreadsheets in order to identify 

indirect costs that had not been originally recognized or 

claimed from fiscal year 2002 through 2006 and 2014 through 

2018.  It is not clear that unclaimed indirect costs from these 

years are recoverable. 

 

Because of inadequate monitoring, KDFWR needed to revisit ten year old financial activity 

to address significant non-compliance with state law and contractual agreements. KDFWR was 

unfamiliar with the requirements of state law, enacted contractual agreements, and allowable 

KDFWR inconsistently 

accounted for indirect costs 

over the years. 



Chapter II: Findings & Recommendations 

Page 11 

 

  

 

activities and costs.  A sufficient understanding of fund accounting, and stipulations surrounding 

enacted state laws and contractual agreements is necessary to ensure compliance and proper 

accounting.    

 

Previous Non-Compliance with Commingling Restricted Funds 

 

KDFWR previously did not properly accounting for restricted funds.  As reported in the 

FY 2016 and 2017 audit of the Fish and Game Fund, KDFWR commingled Nongame Fish and 

Wildlife Fund monies with the Fish and Game Fund.  KDFWR failed to establish the Nongame 

Fish and Wildlife Fund as a trust which shall not lapse and will be continually appropriated for the 

purpose of protecting and preserving nongame fish and wildlife and their habitat in accordance 

with KRS 150.165.  As with the Mitigation Fund, activity was held and tracked in the Fish and 

Game Fund and not administered according to law.  Since being notified in the 2016 Fish and 

Game Fund audit, KDFWR established a Nongame and Fish Fund in order to account for those 

funds properly. 

 

Recommendations 

 

We recommend KDFWR: 

 Ensure compliance with KRS 150.150, KRS 150.255, and the agreement between 

KDFWR and the Corps pertaining to FILO funds.  KDFWR should seek guidance from 

FAC on properly accounting for restricted fund activity.   

 Expend FILO administration expenses directly from the Mitigation Fund in order to 

provide a clear and transparent trail of the associated expenditure activity. 

 Gain a sufficient understanding of the laws, regulations, and requirements pertaining 

to new programs during the implementation phase.  Policies and procedures should be 

developed to assist personnel in managing program operations, which are in sufficient 

detail to provide guidance as well as historical perspective on key determinations made.  

As project requirements outlined in state law or contractual agreements are amended, 

KDFWR should regularly evaluate policies and procedures to ensure continued 

compliance. 

 

Finding 3:  KDFWR Did Not Maintain an Effective Line of Separation from the 

Kentucky Fish and Wildlife Foundation 
 

There was minimal separation between KDFWR and the Kentucky Fish and Wildlife 

Foundation (Foundation), which blurred the lines of responsibility and accountability of each 

entity.  According to its website, the Foundation is a 501(c)(3) charitable organization created in 

1995 “to support the efforts of the Salato Wildlife Education Center, conservation education 

programs for Kentucky youth, and the acquisition of land and wetlands for wildlife habitat.”    With 

KDFWR directly employing or partially funding Foundation management through contracts, 

KDFWR had substantial influence over the Foundation’s operations.  The terms of collaborative 

projects between KDFWR and the Foundation were not sufficiently documented, which created a 

lack of clarity on how resources would be used or how revenue would be shared.  This relationship 
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creates the potential to circumvent state procurement requirements, personnel rules, and the 

Executive Branch Ethics Code. 

 

KDFWR Used the Foundation to Circumvent Procurement Laws and Regulations 

 

KDFWR also merged the operations of KDFWR and the Foundation during the hosting of 

the 2016 Midwest Deer & Wild Turkey Study Group (MDWTSG).  KDFWR is a member of an 

organization of state fish and wildlife agencies that holds an annual meeting to share information 

regarding deer and turkey populations.  The responsibility for hosting this meeting is rotated 

among member agencies, and KDFWR volunteered for 2016.  Although the Deer Program of 

KDFWR organized the 2016 MDWTSG, the Foundation collected registration fees and donations.  

KDFWR maintained no financial information for the event and could not identify event revenues 

and expenses, even though they claimed to have prepared the budget.  KDFWR responded, “The 

financials were handled by the foundation and you would need to request that from them.” There 

was no agreement in place with the Foundation to establish the responsibilities of each party in 

hosting the event.  The main spreadsheet summarizing the financial activity of the event, as 

prepared and provided by KDFWR, is provided below:    

 

Figure 2: MGWTSG Receipts and Expenditures 

 
Source: KDFWR 

 

The Foundation collected registration fees for participants from member organizations, 

including $983 from KDFWR, from a combination of state and federal funds.  It is unclear how 

many KDFWR employees were registered and why registration fees varied from $0 to $175 per 

person.  Additionally, five KDFWR employees reserved a cabin but did not pay higher fees than 

others that were in a lodge room. 

 

KDFWR’s financial activity spreadsheet above, lists “Food & Beverages” totaling $1,465. 

Information obtained from the Foundation further disclosed this consisted of $940 paid to a 

KDFWR employee for reimbursement of supplies for the “Hospitality Room” and $525 to a BBQ 

catering company.  While actual receipts were not provided for the $940 reimbursed to the 

Receipts

Registration 8,048.00     

Donations 1,005.00     

Seed Money 2,904.92     

Total Receipts 11,957.92   

Expenses

Orca Cups (2,015.04)   

Orca Cup Decals (336.00)      

Food and Beverages (1,465.00)   

Badges (34.70)        

General Butler State Resort Park (8,043.81)   

Total Expenses (11,894.55) 

Available 63.37          
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KDFWR employee, the Foundation provided a spreadsheet that identified purchases of $639 at a 

Frankfort liquor store, $111 at a Carrolton liquor store, and $176 at a large retail store.  KDFWR 

used its relationship and influence over the Foundation in order to circumvent state procurement 

procedures, which prohibit the purchase of alcohol per FAP 120-23-00 Use of Public Funds, except 

when the agency holds an alcoholic license or if the alcoholic beverages were purchased for a 

statutorily-defined function of that agency.  The purchase would have been prohibited had 

KDFWR administered the event without the assistance of the Foundation. 

 

The financial activity spreadsheet identifies “seed money” which is comprise of left over 

funds from the prior year meeting.  Almost $2,905 was provided to the Foundation from the prior 

year host.  At the conclusion of the 2016 meeting, only $63 remained, which KDFWR management 

attributed to an accounting error in room rates by KDFWR.  While the Foundation remitted the 

$63 to the National Wild Turkey Federation, KDFWR also provided an additional $999 for “seed 

money” from KDFWR’s hosting of the 2016 MDWTSG to the hosting organization for the 2017 

meeting.  The money provided by KDFWR was not supported by the financial activity spreadsheet 

and appears to have been due to the depletion of the carryforward balance.  While the $999 

payment amount appears to be arbitrary, at the time of payment KDFWR’s small purchase 

authority was set at $1,000.  It appears the amount was intentional in order to circumvent 

requirements established in the Kentucky Model Procurement Code.  If the total amount of the 

carryforward balance was paid at one time, the amount would have exceeded $1,000, and KDFWR 

would have been required to submit a requisition to the Finance and Administration Cabinet’s 

Office for Procurement Services for approval. 

 

Additional concerns over KDFWR’s procurement are identified in Finding 4 (page 16). 

 

KDFWR Subsidized the Foundation 

 

A foundation would normally operate as a non-profit entity, providing resources and 

support to other organizations to accomplish a common mission.  Funding would be derived from 

sponsors, corporations, individuals, or other fundraising mechanisms.  While the Foundation does 

provide support to KDFWR, KDFWR also provides support to the Foundation.  Resources 

provided to the Foundation included salaries, personnel to work events, and shared office space in 

the KDFWR headquarters.  Therefore, KDFWR and the Foundation operated in an unusual 

manner. 
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Figure 3: Benefits Received by the Foundation from KDFWR through Direct Funding, 

Collaborative Events, and Special Commission Permits in FY 2017 

 
Source: APA, based on data from KDFWR. *This permit was awarded in 2016, but the Foundation received the 

proceeds during FY 2017. This amount is not net of approximately $28,000 in selling expenses incurred by the 

Foundation in order to recognize the revenue. 

 

KDFWR Funded the Foundation’s Executive Director Position 

 

From August 2007 until March 2016, the Foundation’s Executive Director was a non-merit 

employee of KDFWR, who received benefits and compensation similar to other employees of the 

Commonwealth.  His official job duties as a state employee 

included serving as the Executive Director of the Foundation.  

In March 2016, this employee transferred to a merit position at 

KDFWR.  At the time of transfer, the former Executive 

Director was earning $76,485 annually from KDFWR.  

Because of the dual roles, there was little distinction between 

the Executive Director’s roles and responsibilities as an employee of KDFWR and as management 

of the Foundation.   

 

Following the former Foundation Executive Director’s move to a merit position, KDFWR 

elected to provide funding to the Foundation by establishing two contracts to support the 

administrative, technical, and operational costs of the Foundation.  The first contract was for the 

months of May and June 2016 in the amount of $13,750.  A second contract covering FYs 2017 

and 2018 totaled $132,000.  The justification and support for each contract stated, in part: 

This agreement is to provide funding to support the administrative, technical and 

operational costs of the Kentucky Fish and Wildlife Foundation, to more 

$36,925 

$66,000 

$125,861 

 $-
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efficiently carry out the mutual goals of the Foundation and the Kentucky 

Department of Fish and Wildlife Resources.  […]  The Foundation may use the 

funding for administrative and operational costs such as salary, benefits, travel, 

utilities, or other operational costs associated with Salato. 

KDFWR had additional requirements that were not included in nor attached to the formal 

contracts.  The additional requirements for the FYs 2017 and 2018 contract are listed in “Kentucky 

Fish and Wildlife Foundation Liaison Position Cooperative Position Cost Breakdown: FY 2017-

2018” (see Appendix A – Foundation Liaison Cost Breakdown) which further defines the purpose 

of the contracts.  This document defines that the Executive Director reports to the Foundation’s 

Board of Directors and determines projects the Foundation will engage in.  The additional 

stipulations were more specific than the signed contract.  

 

KDFWR used funds to support the operations of a legally separate entity, which created 

undue influence and the means to circumvent laws and regulations.  KDFWR maintained a degree 

of control over a key job position by defining it as an “Executive Director” and liaison to KDFWR 

while also establishing the expected projects and responsibilities to be completed.  KDFWR was 

not transparent in the intended terms of the agreement with the Foundation, hiding the more 

specific language identifying KDFWR’s true purpose from those charged with reviewing KDFWR 

contracts, including the Government Contract Review Committee.  Entering into a contract with a 

non-profit entity to fund an employee position with the intended purpose to work directly with 

KDFWR could be an effort to circumvent state hiring requirements. 

 

Requirements Relating to Fundraising Activities and Charitable Nonprofit Organizations 

 

Effective March 31, 2017, 9 KAR 1:060 established regulations over fundraising activities 

and an agency’s relationship with affiliated nonprofit organizations.  The KAR establishes three 

separate nonprofit organization categories: 

 

 A Category I charitable nonprofit organization controlled by an agency shall constitute part 

of that agency.    

 A Category II charitable nonprofit organization shall be an entity that is created or 

established, but not controlled, by an agency. 

 A Category III charitable nonprofit organization shall be an entity that is not created, 

established, or controlled by an agency, but may be affiliated with an agency. 

 

Each category has different requirements outlined in 9 KAR 1:060.  For instance, Category 

I charitable nonprofit organizations are subject to the Executive Branch Code of Ethics. 

 

While the Foundation is most accurately defined as a Category III charitable nonprofit 

organization, it is important to note that KDFWR exhibits some control over the entity which could 

impact how it is categorized.  9 KAR 1:060 defines “controlled” with several parameters including 

“(c) [t]he agency provides on an ongoing basis staff, resources, or office space with no recompense 

from the charitable nonprofit organization to the agency unless otherwise authorized by statute or 

the staff, resources, or office space are provided pursuant to an agreement made in accordance 

with provisions of KRS Chapter 45A.”  KDFWR provides funding for the foundation executive 
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director’s salary, office space, and other resources to assist Foundation operations.  While contracts 

for the executive director’s salary are in place, all of the details regarding the terms of the 

agreement were not adequately disclosed in the formal contract, which could have impacted 

approval by the Government Contract Review Committee.  

 

As of the effective date of 9 KAR 1:060, KDFWR is authorized to devote state time and 

resources to any category nonprofit organization without recompense from the charitable nonprofit 

organization if the activities are conducted for a cooperatively sponsored event and the event is 

conducted to further the statutory, regulatory, or programmatic mandates of the agency.  While 9 

KAR 1:060 does provide additional guidance on the acceptable relationship between state agencies 

and nonprofit organizations, the regulation does not merge the entities and a clear separation 

between operations is still necessary.   

 

Recommendations 

 

We recommend KDFWR: 

 Avoid supporting the operations of the Foundation while allowing the Foundation to 

support KDFWR and its mission. 

 Cease using the Foundation to intentionally circumvent state hiring and procurement laws 

and regulations.     

 Comply with 9 KAR 1:060 by reducing the degree of control it has over the Foundation 

and maintaining an adequate level of separation between the entities.   

 Offer full disclosure and transparency in all contracts with the Foundation.  Current 

contracts should be reassessed to ensure the Foundation is free of influence from KDFWR.   

 Confirm and document that all collaborative agreements between KDFWR and the 

Foundation are in the best of interest of the Commonwealth.  All partnerships and activities 

should be appropriately reviewed to ensure they comply with applicable laws and 

regulations, including 9 KAR 1:060.     

 Detail in writing the terms of any projects by the Foundation on KDFWR property to 

establish the requirements of each entity and disclose the ownership and transfer of any 

assets upon completion. 
 

Finding 4: KDFWR Did Not Adhere to the Model Procurement Code and State 

Procurement Policies 
 

As a state agency, KDFWR should adhere to the Kentucky Model Procurement Code, 

outlined in KRS Chapter 45A.  The Finance and Administration Cabinet (FAC) has created a series 

of policies (FAPs) to promote compliance with KRS Chapter 

45A.  A common theme of these policies is for agencies to 

forecast agency needs and combine those needs into single 

purchases.  This is required to not only provide the 

Commonwealth with economies of scale, but to ensure agencies 

are not attempting to circumvent procurement laws.  KDFWR 

circumvented procurement policy by splitting purchases to remain under their delegated authority 

KDFWR engaged in split 

purchases to circumvent 

procurement requirements. 
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and avoid additional procurement conditions.  Also, Contract descriptions did not always match 

the services provided. 

 

KDFWR Split the Purchase of Four Shipping Containers, Circumventing Procurement 

Requirements  

 

KDFWR purchased four used shipping containers between July and September of 2017.  

Each container was purchased separately for $2,900 for a total cost of $11,600. While individually 

each container was below KDFWR’s FY 2018 delegated authority of $10,000, the identical items 

should have been purchased through FAC in one combined purchase.  KDFWR purchased these 

containers under the authority of FAP 111-55-00 Small Purchase Procedure for Goods and Non-

Professional Services, which states in part: 

Procurement requirements shall not be parceled, split, divided or scheduled over a 

period of time in order to subvert the intent of this procedure.  […]  If an agency’s 

projected need for like items will cost more than what it can purchase under its 

small purchase limit, the agency shall submit a Requisition (RQS) to OPS for 

commodities and services.  […] 

Each of these purchases shared the same supporting documentation, including duplicate 

invoices and bidder affidavit forms.  Documentation for the containers purchased on July 25, 2017 

and August 9, 2017 used the same Invoice #387 as support for the purchase.  The container 

purchased on August 7, 2017 was supported by Invoice #388, but it was dated the same date as the 

previous two container purchases.  The container purchased on September 8, 2017 only had the 

quote attached to support the amount and no invoice was attached.  Three of the contracts contained 

identical bidder affidavits dated July 20, 2017, even though each container was procured 

separately.  This provides evidence that KDFWR was intentionally splitting purchases in order to 

circumvent procurement requirements. 

 

According to the Purchasing and Property Branch Manager, KDFWR had not logged and 

tracked these four containers on equipment and inventory logs “since they were under $5,000 and 

not going to move from their location, we did not issue asset tags for them” and “[w]e weren’t sure 

these should be monitored because we bought them used and they are not really equipment and 

don’t really fit in the real property description.”  During the examination, KDFWR issued property 

ID tags to track the items on fixed asset listings.  KDFWR’s responses bring into question the 

accuracy and validity of fixed asset records.  Confusion by KDFWR management regarding fixed 

asset tracking and reporting requirements indicate that additional items with an original cost of 

over $500, but less than $5,000, and a useful life greater than one year, are not being properly 

tracked or reported. 

 

Fixed asset tracking and reporting requirements are outlined in Finance and Administration 

Cabinet Policy (FAP) 120-20-01, which states, in part: 

Each budget unit shall maintain a current fixed asset record of equipment having 

an original cost of $500 or more and a useful life of greater than one (1) year.  

[…]  Agencies shall enter records into the fixed asset system for non-expendable 
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property that promotes financial reporting, safeguarding of assets and adequate 

insurance.  

In order to validate the existence of the four containers purchased, auditors located and 

observed the containers on KDFWR property.  During the inspection, auditors found a total of six 

shipping containers on the property.  KDFWR’s property officer stated he had secured fixed asset 

numbers for the four containers originally questioned, but the other two containers were there 

before he became the property officer. 

 

KDFWR Issued Two Separate Contracts to One Vendor with the Same Contract Description 

 

KDFWR entered into two separate contracts with identical descriptions for work at Obion 

Creek WMA performed by the same vendor a few months a part.  The first contract was issued 

March 17, 2016 in the amount of $2,975 and the second was issued July 29, 2016 also in the 

amount of $2,975.    The description of each contract states in part: 

CONSTRUCTING A PARKING LOT AT LETOURNEAL WOOD TRACT 

OF OBION CREEK WMA VENDOR TO PROVIDE GRAVEL, EQUIPMENT 

AND LABOR 

The cited authority for each contract was FAP 220-10-00.  In explanation for why these 

projects were split into two contracts, KDFWR stated, 

One is for the Parking Lot and the other is for the road repair.  Both of these 

projects were separate projects that were not related and fell under our single 

quote [authority].  The parking lot was completed a few months prior to the road 

project.  At the time the only project was the parking lot.  After Turkey season 

it was determined that the roads need repair.  We didn’t need to solicit bids since 

it fell under our single quote authority.  Let me know if you have additional 

questions. 

While KDFWR identified these as separate projects, the contracts contained identical 

project descriptions and only mention the parking lot and not the road. However, the road leads 

directly to the parking lot.  The accuracy and completeness of contract language is vital to ensure 

the procured services are received as intended. 

 

FAP 220-10-00 requires agencies to forecast and consolidate their reasonably foreseen 

needs and not schedule to subvert FAP 220-10-00 requirements. These services combine to $5,950, 

which is within KDFWR’s delegated small purchase authority for small purchases for construction 

services, but three quotes are required.  Both KDFWR’s internal policy and FAP 220-10-00 

requires three quotes for small construction projects if the project costs exceeds $3,000 but is less 

than $10,000.  With both contracts falling just under the $3,000 requirement, it appears that 

KDFWR intentionally split the contracts to circumvent procurement requirements, which in turn 

limited competition by requiring only one quote 
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KDFWR Procured a Contract That Exceeded Its Delegated Authority 

 

In September 2015, KDFWR contracted with a vendor to repair flooring at the Lloyd 

Mullins Wildlife Management Area (WMA) in the amount of $12,390, exceeding KDFWR’s small 

purchase authority.  The flooring purchase included carpeting, which is on the state contract list, 

and should have been purchased through the state contract list.   At the time services were procured, 

KDFWR had a delegated small purchase authority of $1,000 for commodities and services and 

$10,000 for construction.  KDFWR solicited three quotes and entered into a contract based on the 

lowest bid.  The contract identified FAP 220-10-00 as the cited authority, but the FAP states in 

part, “An agency shall not purchase construction services totaling more than $10,000 without a 

delegated higher small purchase authority limit.”  KDFWR claimed to have received a special 

delegated authority for construction services up to $20,000 that has since been lowered, but could 

not provide written documentation of this exception.  FAC did not have any record of a special 

authorization.  Because the cost exceeded the delegated purchasing authority, the purchase should 

have been managed by FAC. 

 

Based on the purchase requisition, bids received, and the authority cited in the contract, it 

was unclear if KDFWR was procuring construction services or general commodities and services, 

which would affect the small purchase authority for the transaction.  According to FAC, KDFWR’s 

small purchase authority was $1,000 for general commodities and services and $10,000 for 

construction services, which agrees to KDFWR’s internal policy.   

 

Regardless of which cited authority is correct, KDFWR circumvented procurement laws 

and regulations and should not have purchased commodities in excess of their delegated authority 

without FAC approval.  By purchasing services in excess of its delegated authority, KDFWR failed 

to comply with the Model Procurement Code, including KRS 45A.100 and KRS 45A.080, as well 

as FAC policies and procedures.  Contracts exceeding an agency’s delegated authority are required 

to be procured according to KRS 45A.080.     

 

Recommendations 

 

We recommend KDFWR: 

 Comply with the Kentucky Model Procurement Code, FAPs, and agency-developed 

policies and procedures related to procurement and cease the practice of splitting purchases 

in order to circumvent established policies, laws, and regulations. 

 Update policies and procedures to allow for adequate evaluation of purchasing needs and 

to ensure the procurement of similar goods and services are combined and consolidated 

into a single requisition when appropriate. 

 Evaluate each procurement to ensure the appropriate cited authority is used and that the 

correct laws, regulations, and policies are followed. 

 Consult with the Finance and Administration Cabinet as necessary to ensure compliance 

and discuss requirements and best practices when dealing with procurement circumstances 

that are unfamiliar to the agency. 
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 Ensure relevant personnel familiarize themselves with the requirements of FAP 120-20-00 

for the tracking of fixed assets and ensure all assets with a value exceeding $500 are 

properly tagged, logged, and tracked.   

 Complete a comprehensive inventory of all equipment and property to ensure all items 

exceeding $500 are properly accounted for and tracked. 

 Ensure contracts provide complete and accurate details of the goods or services to be 

provided prior to execution. 

 

Finding 5: KDFWR Compensated “Volunteers” with Pre-Paid Debit Cards 

Jeopardizing Federal Grant Funds 
 

KDFWR Spent $20,000 on Pre-Paid Debit Cards for Volunteers from FY 2015 to FY 2017 

 

KDFWR’s hunter education program was developed to promote safe and ethical hunting 

practices by providing courses in firearms training, ammunition, first aid, survival in the outdoors, 

and wildlife identification and management.  Unless exempted by KDFWR, all hunters born on or 

after January 1, 1975 are required to carry a hunter education card while hunting in Kentucky 

pursuant to 301 KAR 2:185.  KDFWR receives federal funds to administer the hunter education 

program on a 75% federal and 25% state split.  The hunter education program relies on volunteer 

instructors to deliver the majority of hunter education training in Kentucky.  The United States 

Department of Fish and Wildlife Service (USFWS) has allowed hours donated by volunteer 

instructors to defray the Commonwealth’s 25% share of the cost at a value of $20 per hour.    

 

Per KDFWR’s website, 800 to 1,000 Kentucky hunter education instructors teach around 

400 courses throughout the state in an average year.  According to KDFWR’s policies and 

procedures related to the Hunter Education Program, there is an incentive program for volunteer 

instructors.  KDFWR credits each instructor’s account $1 for each hour spent working on an event, 

with a maximum of $450 in a 12 month period.  Once a volunteer’s account reaches $25, a gift 

card can be requested.  At $450, a gift card will automatically be issued to the volunteer.   

 

Although the policies state that gift cards are provided, KDFWR is actually purchasing 

pre-paid Visa cards from a vendor that includes a processing and postage fee per card.  Gift cards 

are typically restricted for use at a particular vendor.  Pre-paid Visa cards are essentially the same 

as debit cards and can be used anywhere Visa debit cards are accepted. In a letter from KDFWR 

to FAC requesting a competitive bidding exception for the purchase of the cards, KDFWR 

projected purchasing $15,000 in FY 2017.  The chart below depicts the cost of purchased pre-paid 

debit cards by KDFWR from FY 2015 to FY 2017. 
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Figure 4: Pre-Paid Debit Cards Purchased per Fiscal Year 

 
Source: APA based on KDFWR vendor information. 

 

According to the purchase requisition form, KDFWR’s justification for the purchase states  

“[t]hese gift cards are provided to our volunteers as an incentive for their dedicated work in 

carrying out Hunter Education programs across the state.  NO GENERAL FUND TAX DOLLARS 

WILL BE USED FOR THIS PURCHASE.”  As noted in Finding 1 (page 7), KDFWR routinely 

justifies purchases based on the source of funds used as opposed to the need and necessity of the 

purchase. 

 

Concerns over the purchase of pre-paid debit cards were communicated to KDFWR in the 

FY 2013 audit report.  This report found that incentive payments were not tracked to determine 

compliance with IRS 1099 reporting requirements and that FAC prior approval is required to 

purchase gift cards with a state procurement card.   

 

To address these findings, KDFWR sought a special exemption from FAC for purchases 

of pre-paid debit cards on the state procurement card, but it was denied.  In 2016, KDFWR 

submitted a letter to FAC requesting a competitive bidding exception for the purchase of pre-paid 

debit cards for volunteer hunter education instructors.  In the letter, KDFWR states “our federal 

coordinator has stated that the outright cash payment to volunteers would jeopardize grant dollars 

for the program, but gift cards do not.”  While KDFWR refers to their purchase as gift cards, as 

do their policies, they are actually buying pre-paid Visa cards.  Based on KDFWR’s own 

evaluation, such debit card purchases could jeopardize grant dollars and the necessity of the 

expense is questionable.  One dollar per hour provides very little incentive to volunteers, yet adds 

up to a significant cost for the Commonwealth.  Once compensation is provided for services, it 

raises the question of whether the individual is still a volunteer and not an employee with a right 

to a minimum wage of $7.25 per hour or an independent contractor. 

 

Some of the pre-paid debit cards were purchased with federal funds.  Purchases made with 

federal funds must follow grant agreements and federal regulations including Uniform Guidance.  

Uniform Guidance is a set of federal regulations promulgated by the Office of Management and 

Budget to provide guidance for the treatment of federal grant funds.  As stated in 2 CFR 200.403, 

factors affecting allowability of costs “except where otherwise authorized by statute, costs must 

meet the following general criteria in order to be allowable under Federal awards: (a) Be necessary 
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and reasonable for the performance of the Federal award and be allocable thereto under these 

principles.”  Providing pre-paid debit cards, which are cash equivalents, to volunteers may not 

meet the necessary and reasonable requirement. 

 

KDFWR indicated that USFWS approved the purchase of debit cards as an incentive for 

instructors to volunteer for the hunter education program.  In an email, KDFWR explained, 

“[a]ttached is the project statement for our Hunter Education program and highlighted is where we 

include the Hunter Education Incentive program.  The language is included in the grant proposal.  

It is approved by USFWS and makes charges allowable under the grant.” The provided Project 

Statement by KDFWR stated, “KDFWR periodically recognizes volunteers in order to maintain 

our cadre of instructors, as well as, provide incentives based upon the number of hours 

volunteered.” 

 

The provided project statement is vague and fails to disclose the terms and conditions 

surrounding the incentive payments, or fully define what those incentives are.  Without full 

disclosure, USFWS would not have had sufficient information to determine whether KDFWR’s 

plan to incentivize volunteers is allowable under federal regulations. 

 

Pre-Paid Debit Cards for Volunteers may Violate FAP 120-23-00 

 

 FAP 120-23-00 states, in part, that an expenditure “shall be deemed necessary for the 

statutorily defined function of the agency or will contribute materially to the effective 

accomplishment of the agency’s function, and is not otherwise prohibited by law.”  It is unclear 

whether the purchase of volunteer recognition gifts in the amount of $1 per hour actually motivates 

anyone to volunteer, especially when they must volunteer for 25 hours before receiving anything.  

Without clear evidence that the current volunteer recognition gift scheme materially affects the 

number of volunteer instructors, the expenditure appears to not materially contribute to the 

accomplishment of the agency’s function. 

 

Recommendations 

 

We recommend KDFWR: 

 Cease compensating volunteers participating in the Hunter Education Program with pre-

paid Visa cards. 

 Fully disclose the terms and conditions of the incentive program to USFWS and receive a 

written approval if it is deemed allowable based on 2 CFR 200.403 and USFWS grant 

agreements. 

 Consider more appropriate methods to recognize volunteer instructors, or less costly 

instructional methods such as online videos rather than in person training.  

 

Finding 6: KDFWR Used Public Funds to Cater an Awards Banquet with No 

Apparent Benefit to the Commonwealth 
 

KDFWR purchased meals served at awards banquets for volunteers, land owners, and 

KDFWR staff.  Once again, these purchases were justified as being paid with 100% agency funds, 
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with no general fund tax dollars being used.  The necessity and benefit to the Commonwealth were 

not apparent. 

 

KDFWR hosts annual awards banquets in order to recognize landowners, conservationists, 

volunteers, and employees who have excelled in their conservation efforts.  The Commission 

Awards Banquet occurs in December annually.  KDFWR’s documented justification for the 

banquet’s food expenses included, “this is our Annual Awards Banquet to present awards to 

constituents and staff.  Those attending will be commission members, with constituents and staff 

who will be attending and receiving awards like Landowner of the Year, etc.”  While the 

justification identifies what the purchase is for, it does not substantiate its necessity and benefit to 

the Commonwealth, or how it assists KDFWR in fulfilling its statutory responsibilities and 

obligations. 

 

Testing of a sample of expenditures revealed several food purchases, including some in 

excess of $1,000, for catered events.  Catered meals were purchased for the December 11, 2014 

and December 7, 2017 banquets in the amount $1,375 and $1,400 respectively.  Additional non-

food expenses likely accompanied the banquets.  The KDFWR Commissioner’s Newsletter in 

December 2015 identified award winners for district Landowners of the Year, Administrative 

Support Employee of the Year, Wildlife Biologist of the Year, Wildlife Director’s Leadership of 

the Year award, Wildlife Rookie of the Year, and Management Foreman of the Year.  Photos from 

the event identified framed certificates and plaques being provided to award winners.        

 

Awards banquets that include catered meals and tokens of recognition to employees for 

exceptional work are not common practice in state government.  Employee recognition is generally 

provided internally by the agency as part of the Commonwealth’s Employee Performance 

Evaluation System, with the only tangible reward being annual leave for employees who receive 

either of the two highest overall ratings in the evaluation system. 

  

KDFWR also hosts an annual Salato Volunteers Award Banquet in order to “thank the 

volunteers for their hard work and recognize individuals who have gone above and beyond what 

is expected of them.”  The cost of catered meals for the Salato Volunteers Award Banquet over 

the last 3 years were: 

 

 $1,259 on February 28, 2015. 

 $1,145 on March 24, 2016.  

 $1,292 on February 18, 2017.  

 

KDFWR’s justification for the Salato Volunteers Award 

Banquet in FY 2015 stated “[t]he Salato Center seeks to educate 

the public about Kentucky’s native, fish, wildlife, habitats, and 

the role KDFWR plays in their management and conservation.  

This is a fundamental part of the agency’s mission.”  While 

educating the public concerning fish and wildlife activities is a 

mission of KDFWR, hosting awards banquets does not assist in 

accomplishing that goal.  Similar to the pre-paid debit cards being provided to volunteers of the 

Spending public funds on 

employee parties is 

specifically not allowed 

according to FAC policy. 
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Hunter Education Program, an awards banquet is not necessary and provides little incentive for 

individuals to volunteer each year.  Additionally, KDFWR’s justification included, “[t]his 

purchase will be made 100% with agency funds.  No General Tax Fund dollars will be used for 

this purchase.”  Once again, KDFWR tries to justify the purchase based on the fact that general 

fund tax dollars are not being used. 

 

FAC provides guidance in FAP 120-23-00 on the use of public funds, which includes 

defining unallowable activities.  FAP 120-23-00 states: 

Expenditures of public funds shall only be allowed for carrying out the statutory 

responsibilities of the agency. Expenditures shall be reasonable in amount, 

beneficial to the public and not personal in nature. [. . .] 

3.   The following are examples of unallowable uses of public funds: 

d. Employee parties, including retirement receptions; 

e. Employee recognition/retirement gifts.  An exception would be an 

inexpensive plaque with no resale value; 

 

While employee plaques and certificates are allowable uses of public funds, the cost of 

banquets for award ceremonies provide no benefit to the public, are intended for a select group of 

individuals, and meet the definition of unallowable items. 

 

Recommendations 

 

We recommend KDFWR: 

 Cease conducting awards banquets as a mechanism to reward employees, volunteers, and 

selected individuals without fully defining the benefit to the Commonwealth and 

KDFWR’s mission.  KDFWR should consult with FAC concerning compliance with FAP 

120-23-00.   

 Reward employees within the parameters of the evaluation process of the Kentucky merit 

system and not through additional benefits using public funds.  

 

Finding 7: KDFWR Failed to Procure Construction Services According to Laws and 

Regulations 
 

KDFWR failed to consistently procure construction services properly.  KDFWR 

improperly purchased construction materials on a procurement card (ProCard) in excess of 

allowable limits, had insufficient detail on a bid solicitation, awarded a contract to the second 

lowest bid after the inclusion of increased costs from a change order, and did not comply with 

FAC policies and state law when procuring the renovation of the Arnold Mitchel Building (AMB).   

 

KDFWR Purchased Goods and Services with a ProCard In Excess Of Allowable Limits 

 

On October 28, 2016, KDFWR charged $4,024 on a ProCard at a home improvement store 

for materials and supplies related to the renovation of the superintendent’s house at Camp Earl 

Wallace.  Materials and supplies purchased included a double vanity and mirror, vent free fireplace 
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logs, paint, and closet shelving.   The project’s stated justification was to allow the superintendent 

to reside on the grounds to take care of the buildings, grounds, and security of the property.    

 

The camp superintendent who resides at the residence 

submitted a purchase requisition form for approval by 

KDFWR administration officials to initiate the purchase and 

also completed the transaction by purchasing the supplies and 

materials using a KDFWR ProCard.  This is a conflict of 

interest because the employee who will reside at the property 

is also purchasing the items for the renovation, which might 

not be in the best interest of KDFWR.  Using a ProCard for this transaction violated KDFWR’s 

internal policy which requires ProCard purchases to be less than $1,000. 

 

While the final purchase was ultimately approved, the amount exceeded what was 

originally authorized.  Internal correspondence identified purchases “for the Wallace residence 

repairs exceeded the approved requisition by over 10%.” As a result, a revised purchase requisition 

form was submitted and approved.  The purchase was made on October 28, 2016 but did not 

receive full approval until November 7, 2016.   

 

If actual costs exceed the approved amounts, KDFWR staff should communicate with 

authorized personnel to obtain approval prior to completing the transaction.  Without a control 

mechanism in place, purchase requisition forms do not provide a strong internal control for 

ProCard transactions as purchases in excess of originally authorized amounts can be completed 

before amendments are evaluated and approved.  Depending on the goods purchased, a return and 

refund for unapproved overages may not be possible. 

 

KDFWR Had Insufficient Detail in Bid Solicitations Resulting in Unnecessary Expenses and 

Vendor Confusion 

 

During FY 2018, KDFWR began a renovation project of the Arnold Mitchel Building 

(AMB), which serves as agency’s headquarters in Frankfort.  AMB is the primary location for the 

administrative staff of KDFWR and houses the Commissioner’s office, a meeting room for the 

Commission, the Law Enforcement Division, and other operational units.  On January 10, 2018, 

an engineer estimated the project would cost $275,693.  

 

KDFWR procured certain aspects of the AMB renovation project including the 

construction, removal, and modification of several walls in the building. KDFWR secured three 

quotes for these construction services, but the vendors’ quotes identified inconsistent services, 

indicating they may have had different understandings of the project scope. 

 
 

 

 

 

 

A camp superintendent who 

resided at the property was the 

same employee who purchased 

the renovation materials. 
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Figure 5: AMB Renovation Project Quotes 

 Quote 1 (Appendix C) Quote 2 (Appendix D) Quote 3 (Appendix E) 

Price $10,500 $9,350 $8,815 

Discrepancy 

between 

quotes 

Reference to additional 

work at the “Engineering 

building” 

Reference to work at the 

“License annex” 

"Main Office- Build 

Walls 

Build Walls as Discussed 

Drywall & Finish Walls 

Install Electric Boxes 

Paint All New Walls 

All Materials & Labor” 

 
Source: APA based on information from KDFWR. 

 

The quotes did not identify consistent information, with specific details often being vague 

or incomplete.  For example, the first two quotes identified work at the “Engineering Building” or 

“License Annex”; however, the third quote only identified the Main Office building and “Build 

Walls as Discussed.”  These are references to three separate buildings.  Quote three was the most 

vague of the quotes and it could not be determined if the scope of work included the same services 

as the other two.  Ultimately, quote three was awarded the contract as the lowest price.    

 

KDFWR stated that each vendor was given a walkthrough of the facility and was provided 

with a set of architectural drawings of both floors of AMB, but there was no written solicitation 

provided to all vendors.  These plans labeled improvement areas related to the project including 

new carpet and flooring, new wall constructions, painting walls, new breakroom and copy area 

cabinets, installation of new window shades, and the painting of soffits and lights.  However, not 

all areas identified on the architectural drawing were related to the received quotes.  Other vendors, 

including those on state contract, were going to be contracted to provide some services, so it is 

impossible to identify which specifications were related to the quotes above.  The work completed 

on the engineering and license annex buildings was not identifiable on the provided plans.  It is 

unclear what was verbally communicated to each vendor during the walkthrough.  Variances 

between the architectural plan and the details of the three quotes could have been the result of 

different understandings of the scope of work and could have impacted the quoted prices.   

 

FAP 220-10-00 Small Purchase Procedure for Construction Services, states, in part: 

3. …A quotation shall contain the minimum specifications:  

a. Issuing agency address;  

b. Due date and time of solicitation closing;  

c. Address to which quotation shall be delivered;  

d. Description of the product or services to be provided; and  

e. Solicitation instructions and conditions. 

 

Additionally, FAP 110-10-00 General Conditions and Instructions for Solicitations and 

Contracts states, in part: 
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1. b. An offer shall set forth full, accurate and complete information as required by the 

Solicitation. An offer that contains terms and conditions in conflict with the terms of the 

Solicitation or Commonwealth statutes and regulations may be rejected. 

 

2. Offeror Clarification – Request and Response: Any explanation desired by an offeror 

regarding the meaning or interpretation of the Solicitation drawings or specifications shall 

be requested via electronic or written communication not less than seven (7) calendar days 

prior to the bid closing date. Oral explanations or instructions given before the award of 

the contract shall not be binding. 

 

Since the lowest and selected quote identified “Build Walls as Discussed” in its estimate, 

services were verbally confirmed and therefore specifics could not be verified and should not have 

been binding. 

 

KDFWR Awarded the Contract to the Second Lowest Bidder after Avoidable Change 

Orders 

 

Quote 3 was awarded the project with the lowest quote of $8,815, but the purchase order 

awarding the contract indicated a price of $9,500 and was eventually invoiced for $9,397.  

KDFWR said the purchase order was “inadvertently written up for the amount on the requisition” 

and approved by only the division director.  According to internal policy, purchases over $2,500 

also require approval from the Commissioner’s Office.  The purchase requisition was dated 

January 22, 2018, which was also the date the last quote was received.  Since the winning quote 

was known on the date the requisition was approved by a KDFWR director, the requisition amount 

should not have exceeded the lowest quoted price. 

 

The invoice for the completed work was received March 28, 2018 and totaled $9,397, 

exceeding the original quote by $582 and also exceeding the next lowest quote.  The invoice 

identified an actual cost related to the original quote for $8,514, as well as extra paint for $35 and 

extra conduit at a cost of $848.  The original quote stated all materials and labor were included, 

but made no mention of conduit unlike the other two quotes.  The additional work included in the 

invoice provides evidence that KDFWR did not effectively provide the same solicitation 

instructions and conditions to all bidders, since the other quotes specifically identified conduit in 

their scope of work.  Had project requirements, specifications, and conditions been adequately 

communicated in writing, the necessity for change orders may have been eliminated.  The failure 

to clearly communicate the specific scope of work in writing to potential bidders may have resulted 

in unnecessary added costs to the project.  
 

Additionally, since the purchase order was created for 

more than the quoted cost, KDFWR had the ability to pay the 

contractor more than the quoted price without recording a 

modification in the Commonwealth’s accounting system, 

eMARS.  Modifications are subject to additional approval 

requirements.   

 

Written project requirements 

prevent miscommunication 

with prospective vendors and 

can prevent cost overruns. 
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The AMB Renovation Project Was Not Compliant with KRS 56.491 

 

FAP 220-09-00 defines a Force Account Project as a capital construction project that is 

performed by a state agency utilizing material and labor provided by the agency.  Force Account 

Projects are limited to $250,000 by KRS 56.491, which states: 

 

Any capital construction project, the total cost of completion of which the 

Finance and Administration Cabinet determines will exceed two hundred fifty 

thousand dollars ($250,000), shall be contracted for on a competitive bid basis, 

and the execution of the contracts shall be approved and authorized by the 

cabinet. When a capital construction project has been approved as provided in 

this section, in whole or in part, the cabinet shall prepare the plans and 

specifications, provide public notice of invitations for bids, award the contracts, 

supervise the construction, and handle the financial negotiations on behalf of the 

requesting state agency; or with prior written approval, the cabinet may 

authorize a state agency to do so with delegated authority of the cabinet. 

 

An engineer’s estimate for the AMB renovation project dated January 10, 2018 estimated 

costs at $275,693, which exceeded the $250,000 limit established per FAP 220-09-00 and KRS 

56.491.  As of March 28, 2018, KDFWR made $11,043 in ProCard purchases related to this project 

for materials and services at local home improvement stores, a local paint store, a waste 

management company, and a glass repair company.  Since the anticipated costs exceeded the Force 

Account threshold, all contracts should have been approved by FAC per KRS 56.491(4).  The wall 

construction and removal contract previously discussed also should have been included in this 

project and been procured by FAC and not KDFWR, even though that portion of the project was 

below KDFWR’s delegated authority.   

 

Concerning their compliance with FAP 220-09-00 related to force accounts, KDFWR 

stated: 

 

The phase C projection included [two vendors], which are on master agreement and 

can be procured by the agency. The removal of these MA items will place us well 

under the $250,000 threshold.  The remaining portion of the project was placed out 

on bid or handled under small purchase authority of the agency.  Some of the 

purchases from [retail store], also a master agreement dealer, are things handled in-

house for the project. 

 

KDFWR further stated:  

 

After reviewing the phase C estimate, it appears the consultant did not remove the 

painting and window treatments from the estimate.  Several months ago, during the 

planning stages, the decision was made to remove the painting and window 

treatments from the contract.  This was due to logistics, time and discussions of 

whether painting was a DECA [Division of Engineering and Contract 

Administration] project or should be handled by OPS [Office of Procurement 
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Services in the Finance and Administration Cabinet].  If the agency decides to move 

forward at a later date, a new contract would have to be issued. 

 

KDFWR calculated the project costs at $200,443 and stated “it appears the FAP 220-09-

00 threshold of $250,000 is not in play for this project.” 

 

KDFWR’s statements indicate the intent to break the AMB renovation project into smaller 

projects and circumvent requirements set by FAP and the Model Procurement Code.  This is 

illustrated by KDFWR identifying the removal of the painting and window treatments from the 

project costs, which would require a new contract if this moves forward at a later date.  

Additionally, KDFWR directly procured a contract for the wall removal and construction, and 

purchased materials on an agency procurement card.   FAP 220-09-11 states, “A project shall not 

be separated into smaller projects in order to circumvent the statutory maximum dollar limit for a 

force account project or to facilitate split purchasing.” 

 

While KDFWR believes this project falls under the $250,000 limit established in FAP and 

KRS 46.491, a review of the financial activity of the capital project account for the AMB 

renovation revealed $285,000 in collected revenue.  These revenues are transfers into the account 

to pay for related project activity, which indicates there was an assumption that the overall project 

cost would exceed $250,000 and therefore be subject to FAP 220-09 and KRS 56.491.  

Additionally, the Executive Director of DECA confirmed the AMB project exceeded the Force 

Account threshold determined by FAP 220-09-00.   

 

Recommendations 

 

We recommend KDFWR: 

 Strengthen internal controls over ProCard transactions and ensure all purchases fall within 

established limits.  At the time of purchase, KDFWR should require staff to obtain approval 

before proceeding if actual costs exceed pre-approved amounts. 

 Establish a policy to protect against conflicts of interest when the employee making the 

purchase also stand to benefit personally from the use of that purchase. 

 Ensure solicitations for goods and services are complete and accurately detailed in writing 

and are compliant with FAP 220-10-00 and 110-10-00.  All quotes should be evaluated for 

consistency with the required specifications before an award is made.  This will limit the 

possibility of change orders at the time services are provided. 

 Review the requirements specified in the Model Procurement Code and in FAPs to ensure 

compliance.  Policies and procedures should be evaluated and updated to include additional 

controls necessary to ensure compliance. 

 Consult with FAC in new or unfamiliar circumstances to ensure compliance with the Model 

Procurement Code.  Special authorizations from FAC, when allowable per FAP or KRS, 

should be documented and maintained in procurement files to support determinations 

requiring special approval. 

 Follow their own internal policies in requiring the Commissioner’s approval for purchase 

orders in excess of $2,500. 
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Finding 8: The Commission Failed to Hold Recipients of Special Commission Permits 

Accountable 
 

The Commission is authorized to issue ten special hunting permits per year for each of four 

different species to incorporated nonprofit wildlife conservation organizations, per KRS 150.177 

and  301 KAR 3:100.  These permits are awarded outside the normal process for acquiring a 

hunting permit. The organizations are able to sell, raffle, or auction the permits to raise money for 

conservation projects identified in their application.  Qualifying organizations submit applications 

to the Commission by May 1 of each year. Per regulation, the Commission should award the 

permits to organizations based on factors including, 

 

(a) Content and quality of submitted application materials; 

(b) Past compliance; 

(c) Ability to generate funds; and  

(d) The proposed conservation project’s potential for enhancing fish and wildlife, 

habitats, fish and wildlife education, or fish and wildlife-related recreation in 

Kentucky. 

 

Species eligible for special commission permits are deer, turkey, elk, and waterfowl, with 

the elk tag being the most prized and valuable.  This is due to the relatively low probability of a 

hunter being randomly selected in the public draw for elk permits.  In the standard process for 

distributing hunting permits, individuals nationwide apply for a chance to be randomly selected 

for an elk hunting permit at a cost of $10 per application.  In 2017 there were 78,353 applications 

for Kentucky elk permits, but only 710 were selected in the random draw.  This high demand 

makes the elk hunting permits awarded to wildlife conservation organizations very lucrative, as 

individuals seeking a permit will have the opportunity to increase their odds of winning a smaller 

raffle, or can purchase one of the commission’s special permits at auction through one of the 

selected organizations. A raffled special commission elk permit can bring in $100,000.  

 

Organization Incurred a Large Amount of Raffle Expenditures  

 

In a letter dated July 10, 2015, the Commission awarded the Rocky Mountain Elk 

Foundation (RMEF) a 2016 special commission elk permit.  The permit was raffled off and 

generated $85,573, but it cost $70,575 to conduct the raffle, resulting in a net gain of $14,998.   In 

comparison, the Kentucky Fish and Wildlife Foundation reported generating $110,850 from the 

sale of their 2016 special commission elk permit, with only $28,000 in reported expenses.  RMEF 

indicated in its Special Commission Conservation Permit Reporting Form, “The Tag was part of a 

large 3-part sweepstakes that occurred over all of 2014.  Along with the KY tag, prizes included 

firearms, a tag purchased from AWF, other big game hunts, and trips.  The net revenue attributed 

to the KY Commissioner Elk Tag was a disappointing $15,000.  (We will not be doing this 

sweepstakes in the future.)”  Despite the information reported in the application and supporting 

documentation, RMEF received a special commission elk permit in 2017.  As required in 301 KAR 

3:100, the Commission should select permit recipients based on several factors including the 

entity’s content and quality of submitted application materials as well as the ability to generate 

funds.  All funds should benefit projects that benefit Kentucky. 
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From 2015 to 2017, a total of 30 special commission elk permits were awarded.  The 

KDFWR Commission failed to comply with 301 KAR 3:100 when issuing the special commission 

elk permits.  In some instances applications were not disqualified even though they were received 

after the deadline or lacked complete reporting information.  Documentation was both poorly 

maintained, and it was often difficult to determine which year an organization’s application, 

reports, and other documents belonged to. 

 

A Special Commission Permit Was Awarded Despite a Late Application Submission  

 

To apply for a special commission permit, an organization must submit their application 

and supporting documents to KDFWR by May 1.  Required documentation includes a copy of the 

organization’s articles of incorporation or bylaws and written proof of the organization’s tax-

exempt status.  The instructions on the application contradict the submission deadline in regulation, 

stating that it must be postmarked by May 1, rather than “delivered to the department” by May 1.   

 

One of the 30 special commission elk permits provided from 2015 to 2017 was received 

by The Nature Conservancy.  However, required documents were not received by the deadline for 

the 2016 application.  The application was received on May 5 and the articles of incorporation 

were received May 8.  Despite missing the deadline, the organization was still awarded a special 

commission permit in 2016.   KDFWR’s practice is that the “application is accepted if postmarked 

by May 1” and to “allow organizations an opportunity to submit additional information required 

by regulation after review from KDFWR legal counsel.”  301 KAR 3:100 Section 2(7), states that 

failure to submit the application and accompanying documents to the department by May shall be 

grounds for disqualification. 

 

Financial Reports Were Incomplete and Not Adequately Tracked 

 

If an organization is awarded a special commission elk permit, they are required to submit 

by May 1 of the following year a financial report that contains total funds raised, expenses related 

to the sale, the net profit from the sale, a summary of the conservation project being completed 

with funds raised, expenditures related to the project, and a synopsis of the impact of the project 

on fish and wildlife related activities. 

  

Some organizations responded with how the funds were going to be used and indicated no 

purchases have been made yet.  In these instances, the Commission should extend all monitoring 

activities beyond a single reporting period to ensure organizations expend funds generated from 

the provided special commission permit in compliance with 301 KAR 3:100. 

 

Some financial reports did not disclose all required information.  While it is reasonable that 

there could be a delay between the receipt and sale of the elk permit and the project start date, the 

Commission is still responsible for tracking and monitoring the activity to ensure compliance with 

state regulations until all funds are expended.  The Commission does not monitor financial reports 

for continued compliance beyond the first year.  This information is critical and should be used by 

the Commission for determining future eligibility during the application process. 
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Three organizations receiving special commission elk permits failed to report all revenue 

and expenses related to the sale of the permit as outlined in 301 KAR 3:100 Section 2 (11)(e).  

With only the net proceeds from each sale being reported, it is impossible to identify the funds 

generated and related administrative expenses.  This makes it difficult for the Commission to 

identify how efficient the sale was, which could be used as a tool to evaluate subsequent 

applications.  

 

The League of Kentucky Sportsmen (LKS) received a special commission elk permit in 

2015 and again in 2016 even though their 2015 financial report was incomplete.  LKS’ financial 

reports only identified the net profit from the sale for each year, and not how all funds were spent.  

The 2015 report only disclosed how $4,500 of the $15,700 in total revenue was used with a note 

identifying “Currently working with KDFWR for equipment needed for fisheries habitat work.”    

The 2016 LKS financial report was labeled as 2015-2017 but did not identify any financial 

information related to the sale of special commission elk permit for 2016 or related expenditures.     

 

Supporting Documentation Was Not Adequately Maintained 

 

Supporting documentation for the Commission’s awarding and monitoring of the special 

commission permits was not consistently organized, making it difficult to determine compliance.  

For example, the RMEF application and documents provided for their 2016 special commission 

elk permit included project details related to several different years, which made it difficult to 

ensure all requirements were met.  This also makes it difficult to track the benefit to Kentucky for 

awarding special commission permits to non-profits. 

 

The Commission Conservation Permit Reporting Form instructs that the reporting form is 

due May 1 of the following year and that successful applicants can provide this information when 

submitting their following year application.  Allowing for monitoring information to be submitted 

at the same time as a new application creates confusion in reviewing and determining what was 

related to the year under review and if all requirements were met.  Noncompliance could easily be 

overlooked as information from the incorrect year could be mistakenly thought to be related to the 

year under review.  

 

Recommendations 

 

We recommend the Commission: 

 Ensure only special commission permit applications that are complete and submitted timely 

are considered, in accordance with 301 KAR 3:100.  Documentation should be date-

stamped when received to document timely submission. 

 Analyze all financial reports on the sale of the special commission permits issued.  

Information reported should comply with 301 KAR 3:100 and identify the total funds 

raised, the expenses related to the sale, and the net profit. A summary of the conservation 

project, the related expenditures for the project, and a synopsis of the impact the 

conservation project had on enhancing fish and wildlife activities in the Commonwealth 

should be reviewed to ensure objectives are being met.  The Commission should inquire 

with the organization concerning any missing or incomplete information. 
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 Evaluate all reports and inquire about inconsistent or unreasonable information, such as 

excessive expenses related to the sale of the special commission permit. 

 Follow up with organizations that fail to report expenditure activity for a project identified 

in the application and identify the cause for the failure to report.  Financial reports should 

be requested and evaluated annually until all funds associated with the sale of the permit 

are used for the intended purpose.     

 Document the evaluation of each organization requesting a special commission permit. 

This evaluation should consider historical data on the organization’s compliance with the 

requirements of 301 KAR 3:100, past projects, and overall effectiveness.  This information 

should be used to evaluate and determine future recipients of special commission permits.  

Organizations who failed to comply with 301 KAR 3:100 in the previous year should not 

be awarded a special commission permit in the current year, and this failure to comply 

should be considered in subsequent years. 

 

Finding 9: KDFWR Failed To Consistently Monitor Contracts and Ensure Payments 

Were an Effective and Efficient Use of Taxpayer Funds  
 

The current deficiency in award and post-award administration of contracts issued by 

KDFWR could lead to an unnecessary use of funds.  Contracts are weak and lack defined 

deliverables, monitoring documentation, transparent terms, and fully supported payments.  

KDFWR even prepaid for some contracted services.  Vague contract descriptions and inadequate 

monitoring procedures may result in inappropriate or unnecessary disbursements, noncompliance 

with state and federal laws and regulations, and leave KDFWR susceptible to waste, fraud, and 

abuse. 

 

Ducks Unlimited-Prairie Habitat Joint Venture 

 

KDFWR entered into contractual agreements with Ducks Unlimited in FYs 2015, 2016, 

and 2017 in the amount of $50,000 dollars each year.  Ducks Unlimited, per its website, is a tax 

exempt 501(c)(3) organization that has conserved over 14 million acres since its inception in 1937.  

The purpose and scope of work of the contracts included: 

 

The purpose of the contract is to continue with development, modification 

and/or restoration of critical waterfowl nesting and brood rearing habitat efforts 

in accordance with the Prairie Habitat Joint Venture, a component of the North 

American Waterfowl Management Plan. Ducks Unlimited staff biologists will 

work with the Manitoba Habitat Heritage Cooperation, Nature Conservancy of 

Canada, local Manitoba conservation districts, and others to identify key areas 

and establish habitat management activities which promote the goal of 

increasing overall waterfowl productivity within the region.   

 

These contracts were initiated through a memorandum of agreement as part of a larger 

initiative headed by Ducks Unlimited where funds were received from sources nationwide.  These 

funds were pooled to provide duck habitat throughout the Prairie Pothole Region (PPR) of Canada, 

which is a breeding ground for a portion of the ducks harvested in Kentucky.  A report provided 
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by Ducks Unlimited indicated the Commonwealth had contributed over $1.3 million for 

conservation efforts on the Canadian Prairies since 1976.  KDFWR has contributed $550,000 to 

Ducks Unlimited since 2008. 

 

Contract Requirements Were Not Clearly Defined 

 

While the contracts describe the overall objective for the use of funds, there was only a 

vague description of how this objective was to be accomplished.  The contract issued during FY 

2015 described how pooled funds would be used and proposed goals for acreage restoration, 

retention, and management.  However, this information was omitted in the FY 2016 and FY 2017 

contracts.  FAP 111-45-06 states, “a. Acceptance and rejection requirements for goods or services 

shall be clearly outlined in the contract.”  These requirements were not clearly established.  

Additionally, the contracts were not fully transparent in indicating this as a multiple year 

arrangement and long term project. 

 

Adequate Monitoring Documentation Was Not Initially Available nor Reviewed Timely 

 

Documentation on how KDFWR monitored the contract and measured the success and 

completion of the project was not available.  KDFWR provided reports from Ducks Unlimited 

from FY 2016 and FY 2017, but only six weeks after auditor requests.  This indicates KDFWR 

had not previously requested and was not monitoring the project to ensure a benefit to the 

Commonwealth prior to auditor inquires.   Included in this documentation was an invoice from 

Ducks Unlimited approved for payment by KDFWR under the FY 2017 contract.  This invoice 

was dated five days into a three month contract period and, while this may be sufficient supporting 

documentation for a payment, it is not sufficient to monitor the completion and impact to the 

Commonwealth. FAP 111-45-06 states, “b. The invoice shall only be approved if the product or 

service billed has been delivered per the specifications within the Contract.”  

 

The FY 2016 and FY 2017 reports from Ducks Unlimited identified “[k]ey priority areas 

within the PPR of Manitoba have been selected as the focus for KDFW funding.”  As shown in 

Figure 6, the reports provided indicate only 10% of ducks harvested in Kentucky originate from 

Manitoba and much larger amounts originate in Ontario, Saskatchewan, and Wisconsin.  This calls 

in to question whether this project is the most effective use of funds for the goal of waterfowl 

preservation.  KDFWR could not provide documentation of their review, validation, and 

consideration of these reports for monitoring procedures. 
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Figure 6: Origin of Ducks Harvested in Kentucky from 1986 -2012 

 
       Source: Ducks Unlimited 2017 Conservation Report 

 

Ducks Unlimited Crenshaw-Sloughs Wildlife Management Area Agreement 

 

KDFWR entered into another agreement with Ducks Unlimited pertaining to a wetland 

restoration/enhancement project in December 2015.  Per the agreement, Ducks Unlimited was to 

provide wildlife habitat restoration services at the KDFWR Cresnshaw-Sloughs Wildlife 

Management Area (WMA) using a combination of funds from a grant and matching funds supplied 

by Ducks Unlimited and KDFWR.  The project anticipated a total cost of $190,000, with $50,000 

provided by KDFWR, $65,000 by Ducks Unlimited, and $75,000 from a wildlife grant.  The 

agreement stipulated that KDFWR provide the pre-project archeological survey and at the end of 

the project provide Ducks Unlimited with the funds needed to achieve the remaining project 

contribution balance of $50,000.  KDFWR contributed $33,842 in funding as well as paying 

$16,158 for the archeological survey to meet the $50,000 contract requirement.   

 

KDFWR did not maintain monitoring documentation to ensure that the terms of the 

agreement had been met or that Ducks Unlimited had completed their portion of the project.  

KDFWR “had a project manager [name withheld] who worked with DU directly to make sure the 

project was completed and that all items were received in the contract before payment.”        

However, the invoice was not signed and authorized for payment by the individual identified as 

being responsible for monitoring the project, nor was his approval documented in the state’s 

accounting system.  In explanation of why this employee did not sign off as an approver, KDFWR 

responded,  

 

When an invoice comes into the department, it is sent out to the divisions to review.  

They are required to sign-off on the invoice before we will pay the invoice.  The 

signatures is acknowledgement that goods and services were received. Typically 

the supervisors check with field staff for those approvals before they sign-off on 

the invoices.  
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If an employee is assigned as being responsible for monitoring receipt of goods and services, his 

or her approval of the invoice should be documented.  

 

Contract Payments Were Unsupported 

  

As identified in Finding 3 (page 11), KDFWR entered into a contract with the National 

Wild Turkey Federation (NWTF) for $999 in 2017.  The documented purpose of the contract was 

“Midwest Deer & Turkey Meeting Carryover.”  KDFWR described this as excess profit that 

resulted from hosting the 2016 Midwest Deer and Wild Turkey Study Group (MDWTSG), which 

was sent to the organization hosting the 2017 MDWTSG.   

 

In response to an inquiry requesting support for the $999 payment, KDFWR indicated “this 

is the first time we hosted this meeting.  States are required to pay the $999 to help with start-up 

costs for the meeting.  We do not receive any documentation.  After registrations come in for the 

meeting the money is spent to cover all costs and the remaining funds are sent the next state hosting 

the meeting.”  The $2,905 in seed money received for hosting the 2016 MDWTSG came from the 

Midwest Association of Fish and Wildlife Agencies (MAFWA), which is the organization that 

sanctions MDWTSG.  Additionally, KDFWR received $500 donations from both the Quality Deer 

Management Association (QDMA) and NWTF.  

 

Even though the Foundation handled the receipts, expenses, and accounting from the 2016 

MDWTSG, KDFWR paid the $999 with 75% federal funding and a 25% state funding match.  

KDFWR stated it sent the funds because it made an error with room fees which caused the 

Foundation not to have any excess funds.  KDFWR stated that this was an allowable federal 

expense because meetings such as this one are allowable under the grant.  KDFWR did not identify 

how the amount was determined.  Uniform Guidance prescribes requirements including factors 

affecting allowability of costs per 2 CFR 200.403 and Reasonable Costs per 2 CFR 200.404.  Since 

the calculation of $999 could not be supported, the federal share of $749 would be considered 

unallowable based on 200.403(g) which requires the costs to be adequately documented, and 

200.404, which requires the cost to be reasonable in its nature and amount.  

 

KDFWR Contracts Did Not Provide Full Transparency 

 

As noted in Finding 3 (page 11), KDFWR was not fully transparent with the intended terms 

of enacted contracts, particularly with the contracts for KDFWR to fund an executive director and 

liaison positon with the Foundation.  KDFWR had requirements in addition to the terms of each 

agreement that were not included with nor attached to the formal contract.  The more specific 

language was not readily available and apparent to those charged with reviewing KDFWR 

contracts.  Failure to provide full transparency in enacted contracts conceals the actual intent, 

which could mislead officials into incorrectly approving an agreement.  

 

 

 

 



Chapter II: Findings & Recommendations 

Page 37 

 

  

 

KDFWR Pre-Paid For Contracted Services 

 

KDFWR entered into a contract with Wired Outdoors for advertising and marketing 

services to be provided during FY 2017 in the amount of $15,000.  KDFWR prepaid for these 

services, but there was no documentation that prepayment was required.  Also, KDFWR could not 

provide any monitoring documentation to show the services paid for were received as stipulated 

in the contract.  When auditors requested additional monitoring documentation for $70,000 of 

payments to Wired Outdoors for various sponsorships and services from FY 2015 to FY 2017, 

KDFWR responded, “We do not have documentation other than going onto the vendor’s website 

to see the videos, and sponsor logos on their TV show that is aired.”  The 2017 Wired Outdoors 

contract identified: 

 

VI. PAYMENTS: 

The vendor shall be paid, upon the submission of proper invoices to the receiving 

agency at the prices stipulated for the supplies delivered and accepted, or 

services rendered. Unless otherwise specified, payment will not be made for 

partial deliveries accepted. Payments will be made within thirty (30) working 

days after receipt of goods or a vendor’s accurate invoice in accordance with 

KRS 45.453 and KRS 45.454. 

 

 FAP 111-45-06 states, in part: 

 

An agency shall review invoices for Contract compliance. The contractor shall 

be held accountable to perform at acceptable levels. 

a. Acceptance and rejection requirements for goods or services shall be clearly 

outlined in the Contract. 

b. The invoice shall only be approved if the product or service billed has been 

delivered per the specifications within the Contract.  Examples of items that shall 

be monitored include: 

1. The quality of work; 

2. Work schedule/timetable; 

3. Conflicts; 

4. Budgets; 

5. Payments; 

6. Data; and 

7. Subcontractors. 

c. In deliverables-based Contracts, all milestones shall be fully met before 

remitting payment. 

d. Invoices shall meet invoicing requirements and have enough detail to be 

sufficient for a proper audit. 

 

When KDFWR receives an invoice and pays for services before they are rendered, it is 

impossible for KDFWR to properly review and monitor the terms of the contract to ensure an 

adequate level of services were provided.  As a result, KDFWR did not comply with the enacted 

contracts or FAPs.  
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Recommendations 

 

We recommend KDFWR:  

 Ensure contracts are well defined, transparent, and completely describe all terms and 

conditions agreed upon.  Deliverables should be identifiable and measurable.  It should be 

evident that procured goods and services are necessary and reasonable to support the 

agency’s mission. 

 Properly monitor all contracts in accordance with FAP 111-45-06 and maintain 

documentation that all goods or services purchased are received and meet the terms and 

conditions specified in the contract.   

 Cease prepaying for contracted services.  Payments should only be remitted in accordance 

with FAP 111-45-06 after documented approval from the personnel in charge of 

monitoring the contract.     

 Comply with laws and regulations of Kentucky Model Procurement Code and applicable 

FAP or federal requirements.  KDFWR should consult FAC for further guidance when 

necessary in unfamiliar situations.   

 

Finding 10: KDFWR Received 180 Tickets to Sporting Events and Distributed to 

Employees 
 

KDFWR contracted with the Louisville Baseball Club Inc. (Louisville Bats) in 2016 and 

2017 and made agreements to pay $3,000 and $5,000 for sponsorships.  The contracts contained 

possible perks for KDFWR employees.  Each contract allowed KDFWR to set up a six foot table 

on the main concourse to disseminate information and interact with attendees during three 

undetermined home games as well as receive 30 field reserved tickets at each of the three games 

for a total of 90 tickets each year.  The 2016 tickets were valued at $720.  KDFWR stated that the 

tickets were given to staff to work the game, but “Marketing staff does not have a list of employees 

that work this event, they do keep a schedule for shows but did not have a list for this one.”  

KDFWR has the authority to expend funds that are deemed necessary to achieve the mission of 

the department, but 90 tickets a year to professional baseball games does not appear to provide a 

beneficial return to the Commonwealth or aid KDFWR in achieving its mission. 

 

Prior APA audits revealed several incidents where KDFWR procured similar sponsorships 

including questionable benefit to the Commonwealth.  The FY 2010 statutory audit of the Fish and 

Game Fund identified a contract between KDFWR and the Louisville Bats in which KDFWR 

received ticket vouchers, access to a luxury suite for KDFWR staff and clients, and $470 worth of 

food and beverage vouchers for KDFWR staff working the event.  KDFWR did not identify or 

provide documentation indicating the individuals who received these vouchers or suite access.  

The FY 2011 statutory audit of the Fish and Game Fund identified a three year contract agreement 

between KDFWR and the University of Louisville.  In addition to the promotional opportunity 

during football and basketball sporting events the contract included four season tickets for football 

and the opportunity to host a social gathering at Cardinal Village during two home football games 

with food and beverage included.  Both 2010 and 2011 audit findings questioned if these items 

would have a direct benefit to the Commonwealth. 
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In the past, KDFWR responded to audit findings that additional tickets and contract perks 

are value added.  If these items are in fact value added, KDFWR should maintain adequate 

documentation of their contribution to the Department’s mission and operational goals.  

 

Recommendations 

 

We recommend KDFWR:  

 Ensure all receivables from a contract benefit KDFWR’s mission. If tickets or other 

potential perks are received as part of a contract, KDFWR should ensure adequate 

documentation is maintained to reflect how they supported the Department’s mission and 

operational goals.  KDFWR should contact FAC or the Executive Branch Ethics 

Commission for further guidance concerning promotional contracts which contain 

products or services that could be deemed unnecessary by outside observers. 

 

Finding 11: KDFWR Lacked Procedures to Determine If Recipients Of Federal 

Awards Were Contractors or Subrecipients, Resulting in Noncompliance with 

Federal Regulations 
 

KDFWR entered into an agreement with the City of Paducah (Paducah) to provide funding 

for the construction of a transient boat dock facility and associated amenities.  This project is part 

of the Riverfront Development Project at Schultz Park whereby KDFWR agreed to fund $910,000 

of the $1,230,000 construction costs.  KDFWR provided the funds through the Boating 

Infrastructure Grant Program (BIG-P) established by the Sportfishing and Boating Safety Act of 

1998.   

 

KDFWR did not have procedures to make subrecipient and contractor determinations, as 

required by federal regulations and codified within Uniform Guidance.  An incorrect determination 

led to errors on the Commonwealth’s Schedule of Federal Awards (SEFA).         

 

KDFWR Lacked Procedures to Determine If Paducah Was Vendor or Subrecipient 

 

KDFWR made a $242,226 payment to Paducah in March 2017 as part of the BIG-P 

agreement for construction of transient boat dock facilities and amenities.  KDFWR treated 

Paducah as a contractor rather than a subrecipient for this project.  KDFWR stated “[w]e currently 

do not have a determination process, we are working on putting one in place for 2018.  The 

majority of our contracts are treated as a vendor relationship.”  It is important to note that the terms 

vendor and contractor are often used interchangeably, but federal guidance uses the term 

contractor.  KDFWR’s failure to make this determination is a noncompliance with federal 

requirements and leaves funds vulnerable to fraud, waste, and abuse as additional oversight and 

monitoring is required. 

 

2 CFR 200.330 states, in part, 

 

The non-Federal entity may concurrently receive Federal awards as a recipient, a 

subrecipient, and a contractor, depending on the substance of its agreements with 
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Federal awarding agencies and pass-through entities.  Therefore, a pass-through 

entity must make case-by-case determinations whether each agreement it makes for 

the disbursement of Federal program funds casts the party receiving the funds in 

the role of a subrecipient or a contractor.   

 

2 CFR 200.331 prescribes additional requirements when a subrecipient relationship exists.  

Sub-award information must disclosed in the agreement along with any requirements imposed by 

the pass-through entity so that the federal award is used in accordance with federal statutes, 

regulations, and the terms and conditions of the award.  Pass-through entities are required to 

evaluate each subrecipient’s risk of noncompliance and perform monitoring procedures to ensure 

compliance.   

 

KDFWR conducted multiple site visits and took photos of the project’s status and progress 

through completion, but no monitoring files were maintained for the project since KDFWR 

identified Paducah as a vendor.  2 CFR 200.330(c) states, “in determining whether an agreement 

between a pass-through entity and another non-Federal entity casts the latter as a subrecipient or a 

contractor, the substance of the relationship is more important than the form of the agreement.”   

The Association of Government Accountants (AGA) has developed a checklist to assist entities in 

making subrecipient verses contractor determinations.  A subrecipient is defined as a non-federal 

entity that receive a sub-award for the purpose of carrying out part of a federal award.  The sub-

award creates a federal assistance relationship with the subrecipient.  A contractor is defined as a 

non-federal entity that receives a contract for the purpose of providing goods and services for the 

awarding non-federal entity’s own use.  The contract creates a procurement relationship with the 

contractor. 

 

While federal regulations do allow some judgment in making this determination, the 

agreement between KDFWR and Paducah indicates Paducah would be more accurately defined as 

a subrecipient for various reasons, including: 

 The scope of the agreement is per the Boating Infrastructure Grant Program. 

 Paducah is carrying out a goal within the scope of the grant program as opposed to 

providing goods and services to KDFWR. 

 Paducah has responsibility for programmatic decision making. 

 Paducah is not making a profit off of the agreement with KDFWR and is providing its own 

funding as cost sharing. 

 Paducah is providing invoices as support to KDFWR for reimbursement for the project.  

Paducah is paying a contractor to complete the work. 

 The cited authority on the contract between KDFWR and Paducah identifies “BIGrant-Y-

6-B,” and the procurement type identifies “Grant,” identifying Paducah is a recipient of 

grant funds. 

 

The contract supports the determination of Paducah as a subrecepient, stating,  

 

“The purpose of this contract is to provide Boating Infrastructure Grant Program 

(BIG-P) funding to public/private marinas, as well as city/local governments to 

construct transient boat dock facilities and their associated amenities in waters 
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described as “navigable” across Kentucky.  The City of Paducah, as part of a 

Riverfront Development Project as Schultz Park, desires to construct an 

approximately 340 foot transient boat dock as part of the Riverfront Development 

Project.” 

 

Paducah even identifies itself as a subrecipient of pass-through funds from KDFWR.  

    

The Commonwealth’s SEFA Did Not Identify Paducah as a Subrecipient 

 

The Commonwealth’s SEFA and Paducah’s SEFA report inconsistent information related 

to the Riverfront Development Project.  Paducah’s SEFA identified expenditures from pass-

through funds from KDFWR for the Sportfishing and Boating Safety Act for CFDA 15.622 in the 

amount of $437,895 in fiscal year 2016 and $472,105 in fiscal year 2017.  These amounts 

combined agree to the $910,000 agreement with KDFWR for the project.  This also supports 

Paducah’s determination that they consider themselves a subrecipient of federal funds from 

KDFWR.  The SEFA for the Commonwealth of Kentucky under CFDA 15.622 indicated that no 

funds had been passed through KDFWR to any subrecipients during FYs 2016 and 2017.  KDFWR 

paid Paducah $819,000 in fiscal year 2017 and $91,000 in fiscal year 2018, fulfilling the $910,000 

agreement.  In accordance with 2 CFR 200.510(b)(4), the Commonwealth is required to “[i]nclude 

the total amount provided to subrecipients from each Federal program” on its SEFA, which 

includes information submitted by KDFWR.  Since KDFWR incorrectly identified Paducah as a 

contractor instead of a subrecipient, this information was not properly recorded on the SEFA. 

 

Failure by KDFWR to complete contractor verses subrecipient determinations has allowed 

for errors to occur on the Commonwealth’s SEFA which have gone undetected.  While only one 

reporting error was noted during the exam, additional inaccuracies could exist because of KDWR’s 

failure to properly identify, monitor, and report on funds passed through to subrecipients. 

 

Recommendations 

 

We recommend KDFWR: 

 Comply with federal regulations pertaining subrecipient and contractor determinations.   

 Develop policies and procedures to ensure all determinations are tracked and documented 

accordingly. 

 Conduct and document adequate monitoring and risk assessment procedures for 

subrecipients per federal regulations. 

 Report complete and accurate information to FAC for inclusion in the Commonwealth’s 

SEFA.  Funds provided to subrecipients should be properly classified and reported in 

accordance with Uniform Guidance.  
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Appendix A – Foundation Liaison Cost Breakdown 
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Appendix B – BOW Program Operational Information 
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Appendix E – Quote 3 
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Auditor’s Reply 

 

The special examination findings are based on verifiable and documented evidence 

provided by KDFWR to the APA.  Several issues were identified where verification is not available 

to support KDFWR’s position or explanation for transactions.  It is the agency’s responsibility to 

maintain supporting documentation that allows management and auditors to assess the actions 

taken.  The APA hopes KDFWR and TAH will take corrective action regarding all issues identified 

in the report and strengthen controls so that if future agency actions are justifiable, the 

documentation is consistent with the agency’s justification and state law. 

 

In addition to the evidence provided in the report, APA offers the following replies to 

TAH’s responses regarding the following particular findings: 

 

Finding 4 

 

Containers 

 

The examination is based on controls in place throughout the agency and not based on 

individual personnel involved, which is irrelevant to the finding.  The APA discourages agencies 

from responding in the manner of TAH by singling out individual employees involved. 

 

The finding provides the evidence supporting the conclusion of a split purchase and 

auditors’ conclusions regarding the intent behind the transactions.  It is immaterial whether 

different divisions requested purchases. 

 

Auditors note that one of the purchase requisitions provided in response to the examination 

has no approvals or reviews, creating additional problems related to this procurement. 

 

Gravel 

 

The documentation for the gravel lot shows the same contract, same amount, and same 

vendor, on the same location.  There are no documents to support or verify TAH’s response. 

 

Delegated Authority 
 

System controls in eMARS do not necessarily coincide with agency small purchase 

authority.  FAC documentation of agency delegated authority provided to auditors reflect a 

$10,000 small purchase limit for the period relevant to this procurement. 

 

Finding 5 

 

FAC approval does not address the issues identified in the finding related to use of federal 

funds, the reasonableness of the expenditure, and the wage and hour implications.  There was no 

written documentation of approval by U.S. Fish and Wildlife of the practice of debit card (cash) 
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payments.  Requests for approval were vague and identified the program as offering “incentives” 

or “gift cards” rather than cash equivalent debit cards. 

 

Finding 7 

 

Procards in Excess of Allowable Limits 

 

Procard use was not consistent with KDFWR policy, which requires Procard purchases not 

to exceed $1,000.  The response does not address the issue of the conflict of interest with the 

superintendent making purchases for the property where he resides.  TAH notes in its response 

that it has cards issued with “no single purchase limit,” which should be revisited.  Proper controls 

require reasonable limits on Procards. 

 

An internal e-mail attached to TAH’s response is dated after the time period that was 

examined.  No revised policy has been provided with respect to Procards. 

 

Construction Bid Solicitations 

 

There was no documented description to show what the vendors were bidding on.  A verbal 

walkthrough does not provide evidence of the solicitation to ensure consistency in the procurement 

process.  Verbal solicitations and changes in work cannot be relied upon or substantiated. 

 

Change Orders 
 

Solicitations cannot be meaningfully compared when there is no description of the work to 

be performed.  There is no way to determine in retrospect if the vendors were bidding on the same 

or substantially similar work. 

 

AMB 
 

Assuming DECA has statutory authority to delegate management of force account projects 

back to an agency, no documentation was provided to evidence this action.   

 

Finding 10 

 

Auditors reiterate that KDFWR should monitor the distribution of any tickets provided as 

part of the marketing contract. 

 

The 2018 contract provided in TAH’s response is after the time period that was examined. 

 

TAH also included in the response an undated letter not previously provided to auditors. 

  

 


	Letter from Auditor Harmon to the Kentucky Fish and Wildlife Commissioner
	Chapter I: Introduction
	Impetus and Scope of Examination
	Scope and Methodology
	KDFWR Structure and Mission

	Chapter II: Findings & Recommendations
	Finding 1: KDFWR Failed to Create an Operating Environment That Promotes Transparency and Accountability of Public Funds
	Figure 1: KDFWR Funding Sources in FY 2016
	Recommendations

	Finding 2: KDFWR Improperly Accounted For and Monitored the Stream Mitigation Fund
	Recommendations

	Finding 3:  KDFWR Did Not Maintain an Effective Line of Separation from the Kentucky Fish and Wildlife Foundation
	KDFWR Used the Foundation to Circumvent Procurement Laws and Regulations
	Figure 2: MGWTSG Receipts and Expenditures

	KDFWR Subsidized the Foundation
	Figure 3: Benefits Received by the Foundation from KDFWR through Direct Funding, Collaborative Events, and Special Commission Permits in FY 2017

	KDFWR Funded the Foundation’s Executive Director Position
	Requirements Relating to Fundraising Activities and Charitable Nonprofit Organizations
	Recommendations

	Finding 4: KDFWR Did Not Adhere to the Model Procurement Code and State Procurement Policies
	KDFWR Split the Purchase of Four Shipping Containers, Circumventing Procurement Requirements
	KDFWR Issued Two Separate Contracts to One Vendor with the Same Contract Description
	KDFWR Procured a Contract That Exceeded Its Delegated Authority
	Recommendations

	Finding 5: KDFWR Compensated “Volunteers” with Pre-Paid Debit Cards Jeopardizing Federal Grant Funds
	KDFWR Spent $20,000 on Pre-Paid Debit Cards for Volunteers from FY 2015 to FY 2017
	Figure 4: Pre-Paid Debit Cards Purchased per Fiscal Year

	Pre-Paid Debit Cards for Volunteers may Violate FAP 120-23-00
	Recommendations

	Finding 6: KDFWR Used Public Funds to Cater an Awards Banquet with No Apparent Benefit to the Commonwealth
	Recommendations

	Finding 7: KDFWR Failed to Procure Construction Services According to Laws and Regulations
	KDFWR Purchased Goods and Services with a ProCard In Excess Of Allowable Limits
	KDFWR Had Insufficient Detail in Bid Solicitations Resulting in Unnecessary Expenses and Vendor Confusion
	Figure 5: AMB Renovation Project Quotes

	KDFWR Awarded the Contract to the Second Lowest Bidder after Avoidable Change Orders
	The AMB Renovation Project Was Not Compliant with KRS 56.491
	Recommendations

	Finding 8: The Commission Failed to Hold Recipients of Special Commission Permits Accountable
	Organization Incurred a Large Amount of Raffle Expenditures
	A Special Commission Permit Was Awarded Despite a Late Application Submission
	Financial Reports Were Incomplete and Not Adequately Tracked
	Supporting Documentation Was Not Adequately Maintained

	Finding 9: KDFWR Failed To Consistently Monitor Contracts and Ensure Payments Were an Effective and Efficient Use of Taxpayer Funds
	Ducks Unlimited-Prairie Habitat Joint Venture
	Contract Requirements Were Not Clearly Defined
	Adequate Monitoring Documentation Was Not Initially Available nor Reviewed Timely
	Figure 6: Origin of Ducks Harvested in Kentucky from 1986 -2012

	Ducks Unlimited Crenshaw-Sloughs Wildlife Management Area Agreement
	Contract Payments Were Unsupported
	KDFWR Contracts Did Not Provide Full Transparency
	KDFWR Pre-Paid For Contracted Services
	Recommendations

	Finding 10: KDFWR Received 180 Tickets to Sporting Events and Distributed to Employees
	Recommendations

	Finding 11: KDFWR Lacked Procedures to Determine If Recipients Of Federal Awards Were Contractors or Subrecipients, Resulting in Noncompliance with Federal Regulations
	KDFWR Lacked Procedures to Determine If Paducah Was Vendor or Subrecipient
	The Commonwealth’s SEFA Did Not Identify Paducah as a Subrecipient
	Recommendations


	Appendices
	Appendix A – Foundation Liaison Cost Breakdown
	Appendix B – BOW Program Operational Information
	Appendix C – Quote 1
	Appendix E – Quote 3

	Tourism, Arts and Heritage Cabinet Response
	Auditor’s Reply

