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Introduction

In May 1996, the Legislative Program Review and Investigations
Committee voted to undertake a study of how the Department of Social Services
(DSS) awards contracts for services and the extent of agency compliance with
contracting policies and procedures. The study was initiated by a request from
the Speaker of the House of Representatives for a review of the department’s
recent award of a contract to administer the statewide Section 8 rental subsidy
program.

To address the Speaker’s concerns, the committee directed its staff to
immediately undertake a compliance review of this specific case and develop
findings before the current contract expired on June 30, 1996. A report
containing findings and conclusions regarding the DSS Section 8 contract
process was formally adopted by the program review committee on June 27,
1996. Staff work on the general department process for contracting with outside
service providers then continued, resulting in the committee findings and
recommended improvements presented in Chapter IV of this report.

Methodology

Information for the committee’s review was gathered primarily from
agency contract files and related materials as well as interviews with department
personnel responsible for contract administration. Staff from other agencies
responsible for overseeing various aspects of state contracting including the
Office of Policy and Management, the Commission on Human Rights and
Opportunities, the Department of Economic and Community Development, the
Office of the Attorney General, the Comptroller, and the Auditors of Public
Accounts, were also contacted about DSS service contract activities.

State and relevant federal procurement laws, regulations, policies, and
written guidelines were reviewed and model service contracting practices were
identified. Files from a sample of recent DSS contract awards were examined in
depth to assess compliance with required policies and procedures.
Documentation related to all requests for proposal (RFPs) issued by the
department since January 1994 was also reviewed. Site visits were conducted
of each of the five DSS regional offices were conducted to gain a better
understanding of field staff activities. The committee also held a public hearing
in September 1996 to obtain information and comments on DSS contracting.



Report Organization

The committee report is organized into five chapters. Chapter One provides an overview
the social services department. The general state and federal requirements agencies must follow
in contracting for services are outlined in Chapter Two. Steps in the typical DSS contracting
process are discussed in the third chapter while descriptive information on Department of Social
Services contracts is presented in the fourth chapter. The program review committee’s findings
and recommendations concerning DSS service contracting are contained in Chapter Five. The
committee’s interim report on the agency’s award of the Section 8 rental assistance program is
included in Appendix A.

Agency Response

It is the policy of the Legislative Program Review and Investigations Committee to
provide agencies subject to review with an opportunity to comment on recommendations in
writing prior to the publication of the committee’s final report. Responses to this report were
solicited from the Office of Policy and Management, the Commission on Human Rights and
Opportunities, and the Department of Economic and Community Development as well as the
Department of Social Services and the governor’s office. Agency responses were received from
the social services and economic development departments and the policy and management
office. All three responses are contained in Appendix B.




KEY POINTS

CHAPTER ONE: DEPARTMENT OVERVIEW

> The Department of Social Services was formed in July 1993 through the
consolidation of the former income maintenance, human resources, and
aging departments.

>> DSS administers hundreds of contracts with providers of direct human
services as well as personal service agreements with outside consultants
and other professionals.

> Authority for contracting functions is dispersed among the department’s
programmatic units and five regional offices; two central office units
provide technical assistance and carry out final reviews of all contract
documents.

>> Contracting procedures continue to vary along former agency and
program lines but the department is making efforts to integrate and
standardize its contract processes.






Chapter One

DEPARTMENT OVERVIEW

The Department of Social Services was formed in July 1993 through
a consolidation of all programs of the former income maintenance (DIM),
human resources (DHR), and state aging (SDA) departments, the rental
assistance programs of the housing department, and the nursing home
certificate of need functions of the hospitals and health care commission. The
merger was the result of legislation enacted to implement the
recommendations of the Hull-Harper Commission to Effect Government
Reorganization concerning health and human services.

The consolidated agency provides a broad range of services to a wide
range of people -- the elderly, persons with disabilities, and families and
individuals in need of assistance. Following the merger, DSS became
responsible for more than 800 contracts with providers of human services
valued at nearly $167 million. The agency also administers personal service
agreements (PSAs), which are the standard state contracts used to procure
professional advice and assistance other than direct human services, as well
as interagency agreements and memoranda of understanding with other state
and federal entities, which are occasionally used to obtain services.

Each agency brought together in DSS had different contracting
practices. The human resources and aging departments handled many of their
service contractors like grantees. DHR and SDA frequently allocated initial
funding to service providers on a competitive basis, but once awarded,
contracts usually were just renewed at the end of a funding period. In many
cases, DHR providers wrote their own contracts without the input from
agency staff, contract documents were sometimes modified by the department
after a provider had formally signed off. Policy at the former Department of
Income Maintenance called for the use of competitive contractor selection
methods whenever possible. DIM contract documents generally were
developed by central office staff.

Procedures have continued to vary along former department lines
although efforts are being made to standardize the DSS contracting process.
As Chapter II describes in more detail, an internal task force comprised of
regional and central staff has been meeting since February 1996 to address
uniformity and coordination issues as well as streamlining contract
procedures. However, a mechanism for efficient and effective contract
administration is still evolving within the agency.
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Organization. Initially, the Department of Social Services included a central grants and
contracts bureau responsible for planning, contract development and maintenance, monitoring,
evaluation, and technical assistance. Soon after the social services merger, however, the functions
carried out by the bureau and its staff were regionalized, in accordance with recommendations
of the Hull-Harper commission. Decentralization of service delivery operations and
administrative functions including contracting was intended to provide as much autonomy as
possible to regional offices, thus enabling them to respond to the particular needs of the region
and be client-centered and customer-driven.

The current organization of the Department of Social Services is presented in Figure I-1.
Authority for awarding and managing agency contracts is dispersed among the various program
directors and the five regional administrators shown in the figure. When the department
regionalized its functions, most grants and contract bureau staff were reassigned to regional
offices and program units in proportion to estimated workload. The staffing as well as the
structure of contracting functions in the regional and program offices, therefore, varies.

Table I-1 provides information on allocated positions and current staffing levels as well
as current contract workloads by regional office. In two offices --Bridgeport and New Haven --
just one full-time contract staff position is filled at present. Three offices have tapped planning
staff to assist with contract development activities for the department’s new job training programs
related to welfare reform efforts (JOBS). No office has dedicated clerical support for its contract
administration unit and only the Hartford region has been assigned a fiscal administrative position.

Bridgeport/ Hartford/ New Haven/ Norwich/ Waterbury/
Southwest North Central South Central Eastern Northwest
Total Contracts 75 138 148 85 75
Administered
Total Allocated 3 6* 3 2% 3
Contract Positions
Total Filled 1 6 1 2 3
Contract Positions
Additional staffing 1 planner - 1 planner 2 planners -
for JOBS contracts part-time part-time part-time
Clerical Staffing 1 part-time 0 0 0 0

Notes:
* Includes one Fiscal Administrative Officer position
** Contract staff manager is directly responsible for four contracts

Source of Data: DSS regional offices




Earlier this year, one person within each office was designated as the single contact for
communication and reporting on contracting issues. At present, however, the only centralized
contract staff are located within the Financial Management and Operations Division.

Contracting functions are the primary roles of two units of the financial management
division--contract administration and the purchase-of-service (POS) project team. Figure 1-2
shows the structure and staffing of each. The contract administration unit provides support
services to staff throughout the agency and carries out the final processing of DSS personal
service agreements and certain other contract documents. The purchase-of-service team was
formed in June 1996 to oversee and facilitate the processing of agency contracts with human
service providers. As described in Chapter III, timely execution of POS contracts has been a
problem for the social services department.

Figure 1-2. DSS Central Office Contracting Staff Organization (9/96)
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KEY POINTS

CHAPTER TWO: CONTRACTING REQUIREMENTS

>> DSS contracting processes are subject to:

» State personal service agreement statutes, which
emphasize competitive procurement and require
review, and in some cases, prior approval by the
Office of Policy and Management;

» State purchase-of-service laws and guidelines, which
call for standard contract language, uniform
procedures, contractor performance standards, and
timely execution; and

* Relevant federal procurement standards if a contract
involves federal funding.

> Like all state agencies, the Department of Social Services must:

* Participate in the state small business set-aside
program; and

* Incorporate nondiscrimination and affirmative action
provisions in its contract documents and process.
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Chapter Two

CONTRACTING REQUIREMENTS

Two sets of state statutory requirements govern how the Department of
Social Services contracts for most outside services:

1) the personal services agreement (PSA) system for procuring
general professional advice and services from outside firms and
individuals; and

2) the purchase-of-service (POS) process, which applies to state
agency contracts with private providers of direct human services.

Direct human services subject to the POS process are defined in statute as:

adoption and foster care services; advocacy services, substance
abuse services; case management; child and adult day care;
community-based and community organization services;
counseling, guidance, and evaluation services, day treatment
services, employment, compensatory education, adult consumer
education and training, energy payment assistance; family
planning services; health services; home care, including
management and maintenance services; housing services; human
resource development services; income assistance; information
and referral services; mental health services; mental retardation
services; nutrition services, parole supervision;, protective
services; residential treatment services; services for people who
have visual, hearing, developmental, or physical disabilities;
services for people who are non-English speaking and who are
poor; social development services; social services; and special
transportation services (C.G.S. Section 4b-31).

State law further requires every state agency contract to contain certain
nondiscrimination and affirmative action provisions. In addition, DSS like all
state agencies must participate in the state’s small business contractor set-aside
program. Major provisions of the PSA and POS processes, affirmative action
requirements for state contracts, and the state set-aside program are described
below.




The department’s procurement activities are also subject to the state purchase order rules.
Purchase orders are used primarily to obtain commodities and routine contractual services such
as laundry, printing, equipment maintenance, or security. A separate set of rules for purchasing
data processing equipment and technical services also applies to DSS and other state agencies.
As the committee review focused on personal and professional services obtained through
contracts, the purchase order system and its data processing component were not included in the
study scope.

Federal Requirements

If a DSS program or service involves federal funding, the contracting process is subject
to federal procurement requirements. Federal policies and regulations generally do not specify
a particular process. Instead, states are required to follow the same procedures used for
nonfederal procurements provided they conform to federal procurement standards. These
standards include: full and open competition in all transactions; a contract administration system
for assuring contractor compliance; a written code of conduct for employees involved in the
award and administration of contracts; making awards only to responsible contractors;
documentation of a contract’s procurement history; protest procedures for handling procurement
disputes; and written selection procedures that ensure solicitations fully describe all technical
requirements, conditions to be met, and all evaluation factors.

Permissible procurement methods outlined in federal regulations include informal small
purchase procedures, sealed bids, competitive proposals, and noncompetitive proposals. Another
federal procurement policy is performance of a cost or price analysis. The method and degree
of analysis depends on the particular procurement situation but making an independent estimate
before bids or proposals are received is a recommended or sometimes required starting point.

PSA Procedures

Personal service agreements are the legal documents state agencies must use to contract
with most outside individuals or businesses for professional advice or services other than direct
human services. The Office of Policy and Management, as mandated by law, has established
standards agencies must follow to enter into a personal service agreement. The OPM standards
include provisions for: evaluating the need to use a PSA; developing a request for proposal
(RFP); advertising for contractors; evaluating submitted proposals; selecting a contractor;
monitoring and evaluating contractor performance; and documenting the selection and contract
management process. All state agencies must follow the established PSA standards and were
additionally required to develop and submit for OPM approval written procedures to implement
the standards by July 1, 1994. Department of Social Services written procedures for personal
service agreements were developed and approved by the deadline.

The PSA statutes also set forth what must be included in a request for proposal and the
RFP evaluation and selection process. By law, the request for proposal must include an outline




of the work to be performed, required minimum qualifications, criteria for proposal review,
format for proposals, and the submission deadline. Agencies must establish screening teams to
evaluate submitted proposals. The screening team must rank all proposals in accordance with the
criteria stated in the RFP and submit the names of the top three proposers to the agency head,
who must select the contractor from among those names. The RFP procedures followed by the
Department of Social Services, described in detail in the following chapter , generally incorporate
these provisions.

Requirements of the personal service agreement process are summarized in Table II-1.
As the table indicates, agencies are required to use competitive procurement methods, such as
RFPs or invitations to bid, for agreements valued over $20,000, unless they receive a waiver from
the Office of Policy and Management. Agencies are encouraged to use competitive methods for
agreements under that amount. Prior approval from OPM is required to enter into a personal
service agreement involving a cost greater than $50,000 or a term longer than one year, and is
necessary for most PSA amendments.

During FY 96, the Department of Social Services submitted 24 PSA approval requests,
16 of which included requests for waivers from competitive procurement requirements, to the
Office of Policy and Management. Three requests just for a waiver were also submitted. All but
four department requests were approved by the policy and management office.

Agencies must submit certain information about the PSAs they execute to OPM in
periodic written reports, or, if they are part of the state accounting system (SAAAS), policy and
management staff will retrieve the necessary data from that computerized system. The
Department of Social Services meets its PSA reporting requirements through its participation in
the SAAAS system.

Within 60 days of contract completion, agencies must submit written performance
evaluations of certain PSA contractors to the Office of Policy and Management. At present,
performance evaluations are required only for contractors who meet the statutory definition of
a consultant. According to the Office of Policy and Management, the social services department
has not complied with the written performance evaluation requirement. However, the need to
complete performance evaluations for PSA contractors was emphasized at a recent DSS training
program on the PSA process for its regional and central office contract staff.

POS Procedures
The purchase-of-service contracting process was established by P.A. 92-123. The

process is an outgrowth of recommendations from a 1991 study group, the Commission to Effect
Government Reorganization, that were aimed at improving and standardizing the state system
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for purchasing human services. Under the purchase-of-service legislation, the Office of Policy and
Management is responsible for establishing uniform policies and procedures for obtaining,
managing, and evaluating human services purchased from private providers. OPM is assisted by
a statutorily mandated advisory task force comprised of representatives from the state human
service system agencies, the attorney general’s office, private service providers, service
consumers, and private citizens.

At the time of the committee review, OPM, in conjunction with state agency
representatives, had developed a standard POS contract format. One required element of the
standard contract is the inclusion of client-based outcomes and measures for evaluating
performance and holding contractors accountable. At this time, no particular procurement
method is specified, but agencies are encouraged to use competitive processes to award human
services contracts.

A primary objective of the POS project is the timely execution of human service contracts
and prompt payment of providers. In April 1995, the Office of Policy and Management instituted
a process for monitoring agency performance of contract execution. Agencies are required to
submit monthly reports that track the processing status of all purchase-of-service contracts.
Results are summarized by policy and management staff and periodically reported to the General
Assembly.

At the Department of Social Services, an internal task force, with the assistance of an OPM
staff person, is working to implement contracting improvements and resolve a number of issues
related to the purchase of direct human services. OPM involvement was prompted by the
department’s lack of progress on POS objectives. Incomplete reporting on contract status and
continued delays in contract execution and contractor payments were of particular concern to the
policy and management office.

The department’s tracking of its purchase-of-service contracts improved with the
establishment of an automated status report in 1995. Significant progress also has been achieved
in the timely execution of DSS contracts as Figure II-1 indicates.

Figure II-1 provides information from two fiscal years on the percentage of POS contracts
with a July 1 start date that were executed by July 25 for the 10 agencies involved in the
purchase-of-service project." On July 25, 1996, 63 percent of the social services department July
POS contracts were fully executed compared with three percent in the prior year. Preliminary
data for DSS contracts with an October 1, 1996 start date indicated timely execution rates have

! The parole board and veterans’ affairs bureau did not participate in the POS project in 1995. The total
number of July 1, 1996, POS contracts varied among the 10 agencies from only one each for the parole board
and education department, three for veterans’ affairs, and 27 for the correction department to about 100 or
more for all other agencies, i.e., addictions (99), children and families (109), mental health (123); public health
(1550, social services (183); and mental retardation (205).
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dropped but still represent a tremendous improvement over 1995. Approximately 55 percent of
the department’s 549 October 1 contracts had been approved by the attorney general’s office and
executed as of October 31, 1996.

Fig. 11-1. Percentage of July 1 POS Contracts Executed by July 25, 1895 & 1886
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Nondiscrimination and Affirmative Action

State statute requires certain affirmative action provisions be included in every contract
between the state and any person or entity. Under C.G.S. Section 4a-60, contractors with the
state must agree within the contract document not to discriminate and to take affirmative action
in their employment and subcontracting practices. Under state law and regulations of the
Commission on Human Rights and Opportunities (CHRO), state agencies are responsible for
aggressively soliciting the participation of minority- and women-owned business enterprises
(M/WBEs) as bidders, contractors, subcontractors, and/or suppliers. Agencies must also assure
that their contractors implement a “good faith effort” to include M/WBEs as subcontractors
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and/or suppliers. State agencies must include information on their contract compliance program
activities in their annual affirmative action plan submissions to the commission.

Within 10 days of contract execution, agencies must notify CHRO of all major contracts they
award (i.e., purchases of goods more than $3,000 or leases, rental or personal service agreements
greater than $4,000). The commission is authorized to monitor contractors for conformance with
affirmative action and minority- and women-owned business requirements. CHRO does not
routinely monitor agency compliance with the contract notification requirement at present and
was unable to comment on the performance of the Department of Social Services in this area.
For the past three years, the commission has focused its monitoring resources on state
construction contracts. CHRO staff noted plans to revamp the process for overseeing goods and
services contracts are being discussed.

Agency efforts to contract with minority- and women-owned businesses are routinely
monitored by CHRO. As required by statute, the commission issues an annual report on state
agency M/WBE contracting practices. Information on DSS minority contracting from the latest
CHRO report is presented in Table II-2.

..........  Table :I'_I-Z.FDSS and Statewide M/WBE Contracting: FY 95.

Total State:
DSS Total State: Nonconstruction
Contracts All Contracts Contracts
Value All Contracts Awarded* $353, 907,937 $1,802,309,159 $1,312,900,330
Value M/WBE Contracts $6,027,146 $111,104,292 $45,907,204
M/WBE Percentage of Total 1.70% 6.16% 3.50%

* Includes all contracts, purchase orders, PSAs but not good or services obtained through central warehouse.

Source of Data: CHRO 1995 Annual Report to the Legislature on Minority and Women Business Enterprises in State
Contracting and DSS 1994-95 M/WBE Ultilization Report to CHRO.

As the table shows, during FY 95, the department awarded 1.7 percent of its total
contracting dollars to M/WBE contractors compared with a statewide rate of 3.5 percent of all
nonconstruction contracting dollars. The Department of Social Services recently requested
technical assistance from CHRO to improve its minority contracting performance. One result of
the request is DSS staff have been invited by the commission to attend meetings of the
Interagency Coordinating Council, an ad hoc group comprised of representatives from CHRO,
the departments of public works, administrative services, transportation, and economic and
community development, the University of Connecticut, and the state university system. The
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council, established as a forum for agencies to work on M/WBE contracting issues, meets
periodically to share information, exchange ideas and develop strategies to support the program.

Contractor Set-Aside Program

State law requires each state agency that contracts for goods, services, and construction
projects valued at $10,000 or more per year to set aside 25 percent of the average value of all
contracts let over the previous three years for award, on a competitive basis, to certified small
businesses. Of the amount set aside, 25 percent must be reserved for small businesses owned by
minorities, statutorily defined as racial and ethnic minorities, women, and people with disabilities.

To be eligible for certification as a small business, a contractor must have been in business
in Connecticut at least one year and have gross revenues of $10 million or less. A minority
business designation requires that 51 percent or more of the company’s stock be owned by a
person or persons who are minorities as defined in statute. The minority entity must be active in
the day-to-day affairs of the business and have the power to change policies and management.
Certification is renewable every two years.

The certification process for small business and those seeking designation as a minority-
owned or'a women-owned business enterprise (M/WBE) is carried out by the state Department
of Economic and Community Development (DECD). As part of its administrative duties, the
department maintains an automated database and compiles a directory of certified companies.
The last set-aside business directory was issued in November 1993. Agency staff are currently
working on an updated directory, with efforts focused on correcting errors in the small business
database and verifying the eligibility and certification status of the approximately 2,800 companies
it includes.

Under legislation enacted in 1993, state agencies are required to establish small business set-
aside goals and objectives each year. Agency goals and quarterly status reports on progress
toward achieving them must be submitted to the economic development department, the
commission on human rights, and the legislature’s planning and development committee. At the
suggestion of the Interagency Coordinating Council, DECD and CHRO have developed a joint
form for agencies to use to meet their quarterly set-aside reporting requirements and to report
their good faith efforts to use M/WBE contractors to the commission.

Agencies will also be able to use the joint report to meet CHRO’s revised requirements for
reporting contract compliance activities in their affirmative action plans. Starting in September
1996, agencies are required to include copies of the quarterly reports along with a brief
explanatory comments in their affirmative action plan submissions to the commission.
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The Department of Social Services did not establish set-aside goals in a timely fashion and,
consequently, did not submitt quarterly reports for last year. At this time, the Department of
Economic and Community Development does not monitor agency compliance with the annual
goal and quarterly reporting requirements and there are no sanctions if an agency fails to submit
them. According to DECD staff, the lack of monitoring is a matter of limited staff resources. The
agency’s set-aside program is currently undergoing an internal evaluation and reorganization of
the function is anticipated.

An on-going disagreement over the calculation of annual set-aside goals is one reason DSS
did not submit any for FY 95. The steps for establishing goals require an agency to begin with
total contract expenditures (three-year average) and then deduct certain costs it can justify for
exemption from the set-aside program (e.g., rent, utility costs, mandated sole purchase items,
etc.), subject to the approval of the DECD commissioner. Exemptions of certain expenditures
(e.g., contractual payments to non-profit service providers and municipalities) have been
requested by DSS but unapproved by the economic development commissioner. Without these
exemptions, the agency believes its set-aside goals would be unrealistically high. Goals
incorporating the proposed exemptions were submitted by DSS for FY 96. No response to the
department’s submission had been received from DECD by the conclusion of the committee’s
review.

A subcommittee of the Interagency Coordinating Council established to review the issues
of goals and exemptions and the council made recommendations for changes to DECD during
the summer of 1996. Specifically, the council suggested holding workshops for state agencies
and vendors on goal setting procedures and program implementation. To date, no action has
been taken on the council’s recommendations by DECD.
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KEY POINTS

CHAPTER THREE: DSS CONTRACTING PROCESS

> Major steps in the department’s contracting process vary depending on
* The type of contract ( POS or PSA) required; and

*  Whether a sole source procurement method or competitive
process, such as request for proposals , is used to select a
contractor.

> In most cases, however, once funding is authorized and a contractor is
selected, the same general procedures are followed to negotiate and
execute a contract document.

>  No up-to-date manual exists to guide DSS program and field staff
responsible for awarding and administering agency contracts.

> An automated system for tracking all DSS contracts and agreements was
under development but no comprehensive contract database was available
for use by department staff.
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Chapter Three

DSS CONTRACTING PROCESS

Major steps in the Department of Social Services contracting process for
outside services are outlined in Figure ITI-1. As the figure indicates, procedures
can vary depending on the type of contract required (i.e., personal service
agreement of purchase-of-service contract) and whether a competitive or sole
source procurement method is used.

The contracting process generally begins when a need for outside services
is identified during the department’s planning and budgeting process. In the past,
approval of an internal document, the “Request for Procurement Authorization
Form,” was required to initiate the contracting process. The form, which needed
approval from a commissioner, budget staff, and the agency contract
administrator, required the requestor to describe what was to be purchased and
why, the estimated cost, proposed contract term, and proposed procurement
method. Use of the form has been suspended while a replacement is being
considered.

POS contracts are generally initiated through spending plans, which
document funding levels and sources for the department’s human service
programs. Program managers are required to prepare spending plans and submit
them for review and approval by the agency fiscal office and the deputy
commissioners before contracts with providers are finalized. The department is
still developing the spending plan procedures but the goal is to integrate it with
the contracting process.

It is anticipated that spending plans will be used to generate the list of
contracts that must be sent to the governor’s office for approval. Authorization
by the governor’s office is a relatively new step in the state contracting process.
A February 1995 directive from the governor requires all executive agencies to
submit contracts for outside services with a value more than $5,000 for review
and approval by the governor’s office as to need, cost , and other issues, prior to
contract execution. At a minimum, the following information must be provided
in an itemized list format: contract number: contractor name; contract period;
maximum cost; and brief descriptions of the service, selection method used, and
why such services are necessary. At present, DSS sends contract lists to the
governor’s office on a weekly basis.
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Figure III-1. DSS Contracting Process for Outside Services
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Under the department’s decentralized administrative structure, program units, and regional
offices have primary responsibility for carrying out the procurement process for the contracts they
oversee. It appears that except for the request-for- proposal process, which is overseen by central
office contract staff, each region and program unit has developed own procedures for awarding
contracts. There is no contract administration manual for agency staff to follow at present.
Several training sessions on POS contracts and personal service agreements have been held and
some documentation based on that training has been provided to staff with contracting
responsibilities. Regional office personnel have also been encouraged to contact the agency
contract administration unit with questions or requests for technical assistance.

The department’s internal POS task force has identified the need for consistency in
contracting procedures and is working to establish standard practices throughout the agency.
Standard letters for corresponding with contractors have been drafted and an automated database
for tracking and reporting on contracts is planned. The first phase of the computerized contract
information system was expected to be in place by mid-September 1996 but has been postponed
to early 1997.

Final review of all agency contracts is conducted by the contract administration and POS
project staff within the financial management and operations division. Contracts are checked for
completeness and than routed for final signatures and approvals. Once the attorney general’s
office signs off, a contract is considered executed and payments to a contractor can be initiated

One objective of the final review is to ensure DSS contract documents contain necessary
nondiscrimination provisions. This effort has been simplified with the development, through the
purchase-of-service project, of standard contract language for mandatory terms and conditions
such as affirmation action and equal opportunity requirements.

Department contractors are also required to submit a workforce analysis form that, among
other purposes, permits a comparison of the contractor’s employee demographics with relevant
labor market area statistics. Whether the form has been submitted is checked during the final
review process. However, no systematic analysis of the data provided is conducted, either by
programmatic, contract administration, or affirmative action staff, at present. The department’s
internal POS task force is studying several issues related to affirmative action and contractor
compliance. One plan under consideration is to automate review of the workforce analysis
forms, making it part of the new contract information system. The DSS affirmative action
director has also requested future agency contracts be revised to include standard language
requiring contractors to notify the department of any discrimination complaints pending at the
time the contract is awarded or received during the contract term.

RFP process. As noted above, if a contract is to be awarded through a request for proposal,
the central office contract administration unit oversees the process to insure legal and procedural
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compliance. Program personnel have primary responsibility for developing RFP documents and
evaluation criteria, but the contract administration staff provide support services and advice and
carry out technical aspects of the process.

The request-for-proposal process the social services department typically follows is based
on procedures developed and used by the former Department of Income Maintenance. Figure
ITI-2 shows the main tasks and general time frame of each phase of the process.

Once the decision to use an RFP process is approved, the responsible program staff usually
begin developing a draft request-for-proposal document in consultation with the contract
administration staff. Draft proposals are often reviewed confidentially by others in the agency
familiar with the program issues. The department’s final RFP documents have a standard format
comprised of the following seven parts: 1) an introduction briefly describing the department and
the program; 2) an overview of the procurement process; 3) the scope of work; 4) instructions
for submitting a proposal; 5) the proposal evaluation process; 6) the “bid packet” (the set of
documents such as the workforce analysis form , lobby certificate, etc., that proposers must
complete and submit with their proposals); and 7) a checklist of all items required for submission
(e.g., table of organization, resumes of key personnel, business proposal, audited financial
statements, affirmative action policy, etc.).

With the assistance of the contract administration unit, program staff also develop criteria
for evaluating the proposals and the number of points or weight that will be given to each. Once
the criteria are finalized, a copy is sent to the unit in a sealed envelope via certified mail as
evidence the criteria were determined before proposals were opened.

Typically the evaluation criteria for proposals submitted in response to a department RFP
are organized into three main categories:

1) organizational capacity, covering staff, structure, and experience;

2) project design, which measures a proposal’s responsiveness to the priorities,
goals, and objectives stated in the RFP; and

3) business proposal, which is cost and budget information.

The points assigned to the cost component are usually set at between 25-30 percent of the total
possible score. In some cases, extra points may be received if a proposer includes plans for using
minority- and women-owned businesses as subcontractors and/or suppliers.

Most RFP evaluation teams are ppointed by the division head responsible for the program
area of the contract. Evaluation teams commonly have five to six members, most frequently DSS
staff but sometimes representatives of outside organizations are included. As standard practice,
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Figure llI-2. DSS Request-for-Proposal Process: Typical Tasks and Timeframe
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evaluation team members are briefed by the contract administration unit about the process, their
duties, and their obligation to maintain the integrity of the process. All are required to sign
confidentiality statements.

Notice of the RFP is sent to appropriate individuals or organizations included on the agency
bidders’ list and a legal notice is placed in one or more newspapers. A bidders’ conference,
which is transcribed by a court reporter, may be held and bidders are always invited to submit
written questions. Written answers to the questions raised at the bidders’ conference or
submitted in writing are prepared and sent out to the interested parties. An amendment to the
RFP may be issued as the result of questions raised by bidders.

Proposals received by the stated due date are prescreened by contract administration staff to
determine if mandatory submission requirements have been met (e.g., the proposal was properly
submitted, all required forms are complete and included, all elements are addressed and within
the permitted page limits, etc.). The proposals and predetermined evaluation criteria are then sent
to the evaluation team members. The team members are instructed, usually by memorandum, to
only use the information provided in the proposal to determine their ratings and to record their
scores prior to the formal meeting of the team.

Evaluation team members meet to review proposals and discuss scores. As noted in the
cover letter sent to all team members, all items can be discussed, evaluators can revise scores if
they wish based on team discussions, and in the absence of consensus, scores will be averaged on
any particular item. Department procedures allow an evaluation team to schedule interviews if
it is determined more information is needed from the proposers.

When ratings are finalized, a sheet summarizing the final individual and average scores is
prepared and then signed by each team member. Summary sheets often contain notes on the key
comments made by evaluation team members and are retained in the contract administration unit’s
procurement file.

A memorandum summarizing the procurement process and the evaluation team scores is then
prepared by contract administration staff and sent to the commissioner through the deputy
commissioner for administration. Upon review of the procurement memorandum, the
commissioner selects the proposer who will be awarded the right to negotiate a contract with the
department.

Notification letters are sent to all proposers. Unsuccessful applicants may, within 30 days
of the signing of the resulting contract, request a meeting for a debriefing and discussion of their
submissions.
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Negotiations are conducted with the selected proposer, and a final contract document is
prepared by contract administration staff . Once the contract is signed by the contractor and the
agency, it is sent to the attorney general’s office for approval.

Information on requests for proposals issued by the department since January 1994 is
summarized in Table III-1. Program review committee staff reviewed available procurement and
contract files for the 27 RFPs listed in the table. From these materials it appeared standard
procedures were followed in each case and there was general compliance with relevant
contracting requirements.

Examination of the RFP files also revealed the department’s process does not always
generate competition for agency contracts. As Table ITI-1 shows, in three cases reviewed, only
one proposal was received although numerous requests were sent out by DSS.
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KEY POINTS

CHAPTER FOUR: DEPARTMENT CONTRACTS

> Until the computerized contract information system is in place, the only
centralized source of information on DSS contracts is the agency’s annual
report on minority business utilization.

* According to the agency’s most recent report, 632 contracts
for outside services worth a total of $180 million were
awarded during FY 96.

* The majority in terms of numbers (89%) and dollars (92%)
were purchase of service contracts; further details about
agency contracts are not compiled for the report.

> Analysis of the agency’s database of POS contracts showed that for the
638 active as of May 1996 dollar values ranged from $72 to $22.5
million.

> Based on information gathered as part of a prior program review
committee study, about 200 DSS personal service agreements were active
during FY 95; nearly two-thirds had values of $50,000 or less.






Chapter Four

DEPARTMENT CONTRACTS

Data on the numbers and types of service contracts awarded by the
Department of Social Services are compiled in a number of different ways for a
variety of purposes. However, until the new computerized contract information
system discussed in the prior chapter is in place, the only centralized source of
information on all contracts awarded is the department’s annual M/WBE
utilization report to the human rights and opportunities commission.

Information developed for the department’s most recent report to CHRO
shows DSS awarded 632 POS and PSA contracts involving more than $180
million during fiscal year 1995-96. The majority, in terms of numbers and
dollars, were purchase-of-service contracts as Figures IV-1 illustrates.

Figure IV-1. DSS Contracts, FY 96
Number (632) Dollars ($180 million)

Source of Data: Department of Social Services

According to its prior M/WBE report, DSS awarded a total of 1,612
procurement contracts with a combined dollar value of $353, 907,937 during FY
95. Of the total, 986 were purchase-of-service contracts and the remainder (626)
were personal service agreements and purchase orders. Further details, such as
the number of PSAs or the dollar values of each type of contract were not
compiled for this or earlier utilization reports. Available descriptive information
on the department’s current POS contracts and PSAs, is summarized below.
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POS Contracts

The Department of Social Services maintains an automated database to track the processing
of its POS contracts and prepare status reports for the Office of Policy and Management. A copy
of the database as of May 1996 was provided to the committee staff. A total of 638 POS
contracts with a combined dollar value of $166 million was included in the database.

Analysis of the POS information showed contract values ranged from $72 to $22.5 million,
with half of the contracts having a value less than $50,000. Thirty contracts had a value of $1
million or more. A number of the smaller value contracts were actually subsidies such as rent
reductions or transportation assistance paid to contractors on behalf of eligible DSS clients. The
department is considering handling these types of transactions through purchase orders in the
future.

Personal Service Agreements

DSS does not maintain a database for its personal service agreements although an automated
one is being planned. At present, the best information on PSAs awarded by the department is
available through the state accounting system. As described earlier, the Office of Policy and
Management retrieves personal service agreement data from the SAAAS system for a number of
agencies including DSS to meet personal service agreement reporting requirements. Although
reporting is required only for agreements under $20,000, the data OPM receives from the
accounting system includes all PSAs an agency processes. Committee staff arranged to receive
a copy of the social services department PSA data for FY 96 from the policy and management
office when it was finalized. Technical problems prevented OPM from accessing and providing
PSA data before the committee study was completed.

Based on information gathered as part of a prior committee study on personal services
agreements, there were 218 social services department PSAs active during FY 95. Many of the
agreements were for relatively minor amounts; nearly two-thirds (63 percent) had contract values
of $50,000 or less. Eighteen of the department’s FY 95 PSAs involved obligated contract
amounts of over $1 million.
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KEY POINTS

CHAPTER FIVE: FINDINGS AND RECOMMENDATIONS

p

DSS has made progress toward establishing uniform contracting
procedures and appears in compliance with the main requirements of
federal and state procurement laws.

Compliance needs to be improved in several areas, however, and
contracting performance also can be enhanced in several ways. Based on
its findings, the committee made 12 recommendations for changes in the
following seven areas:

* Accountability -- retain a central contract unit,
implement the automated contract information
system, develop a staff manual, revise the governor’s
contract approval process;

* Documentation -- develop contract file standards,
document the commissioner’s final selection decision;

e Cost Analysis -- carry out cost and price analyses as
standard step of the contracting process;

* Competitive Procurement Policy -- establish open
competition as a formal, written policy, OPM and
DAS prepare a plan for an on-line procurement
system;

» Staffing -- reassess allocation of contracting staff,
adopt workload standards and job descriptions;

* Affirmative Action Monitoring -- clarify lead role of
agency affirmative action office; and

e Small and Minority-Owned Businesses --
Department of Economic and Community
Development publish certified small business
directory and begin monitoring state agency
compliance with set-aside program reporting and
Commission on Human Rights and Opportunities
begin monitoring state agency compliance with
contract notification requirements.
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Chapter Five

FINDINGS AND RECOMMENDATIONS

The Department of Social Services administers hundreds of contracts
with providers of direct human services as well as consultants and other outside
professionals. During the past fiscal year, 1995-96, the agency awarded more
than 600 contracts for services with a total value of about $180 million.

DSS has been working to develop a single contracting process since it
was formed in 1993 through a consolidation of the former income maintenance,
human resources, and aging departments. Its goal is to incorporate elements of
the processes followed by its predecessor agencies, model contracting practices,
and procedures required by state and federal laws and regulations. At the same
contracting and other administrative functions of its predecessor agencies are
being integrated, the department is regionalizing its operations as mandated by
recent human service reorganization legislation.

The Legislative Program Review and Investigations Committee examined
how the department contracts for outside services, focusing on compliance with
required procurement policies and procedures. The committee found DSS has
made progress toward establishing uniform contracting procedures. The agency
also appears in compliance with most federal procurement regulations and the
main requirements of the state’s two sets of laws for procuring services: 1) the
personal service agreement statutes; and 2) the purchase of service statutes.

As mandated, the department’s procedures for personal service
agreements have been approved by the Office of Policy and Management.
According to policy and management staff, DSS generally satisfies PSA
paperwork and reporting requirements. Like many agencies, however, the
department rarely submits written performance evaluations required for PSA
contractors. Improved compliance with the performance evaluation requirement
was emphasized in recent in-house training sessions for DSS contract staff.

The department, through its participation in the statewide POS project
overseen by the Office of Policy and Management, has, as required, standardized
sections of its contracts with human service providers. It has developed client-
based outcomes and measures, approved by OPM, for inclusion in its POS
contract documents. An internal POS task force, with assistance of policy and
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management staff, is working to identify and address problem areas within agency contracting
procedures. To date, recommendations from the task force have streamlined contract processing,
thereby improving the timeliness of contract execution and payments to contractors.

As discussed in Chapter II, the percentage of department POS contracts with a July 1 start
date that were executed in a timely manner has significantly increased since last year.
Improvement in the technical quality and compliance of department contracts was also reported
by the Office of the Attorney General (OAG). By law, the attorney general reviews all state
agency contracts with a value of more than $3,000 prior to their execution for legal sufficiency;
deficient contracts are returned to agencies for correction. According to OAG staff,
approximately 1,250 contracts from DSS were reviewed during FY 95-96. Only about 11 percent
were returned for corrections versus 20 percent returned for correction during the prior fiscal
year period.

DSS contract procurement activities, like those of other state agencies, are subject to
various state and federal affirmative action and nondiscrimination provisions. As required, the
department submits an annual report to the Commission on Human Rights and Opportunities
(CHRO) on its efforts to contract with minority- and women-owned business enterprises
(M/WBEs). DSS has requested technical assistance from the commission to improve its minority
contracting performance. It has also participated in the Interagency Coordinating Council, an ad
hoc group comprised of CHRO and other state agency representatives that serves as a forum for
addressing small and minority business contracting issues.

Compliance with the statutory requirement to notify CHRO of all major contract awards
has been inconsistent according to department staff. As discussed earlier, the commission does
not routinely review compliance with the notification requirement for any agency at this time and
was unable to comment on the performance of DSS.

The department has complied with goal-setting requirements related to the state’s small
business set-aside program for the current year although last year, neither goals nor quarterly
progress reports were submitted, as mandated by statute to the Department of Economic and
Community Development (DECD). Since DECD does not monitor agency compliance with the
provisions of the set-aside program, it was unable to report on the performance of the social
services department. Whether DSS or any state agency is notifying the economic development
commissioner of all contracts to be set aside, another statutory requirement, is also unknown.

From its research, the committee concluded the Department of Social Services generally
follows required policies and procedures when contracting for outside services. However,
compliance needs to be improved in several areas, particularly regarding cost analysis of proposed
services, documentation of the procurement process, affirmative action monitoring, and
implementation of the small business set-aside program. The committee also identified ways to
enhance performance of DSS contracting functions by strengthening accountability, establishing
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competitive procurement as a policy for direct human services; and reassessing field staff
resources. Specific committee recommendations and the findings that led to them are outlined
in detail below.

Accountability

As of result of the department’s continuing efforts to complete consolidation and
regionalization of agency activities, contracting roles within the organization are still being
defined. Primary responsibility for developing, administering, and managing agency contracts is
dispersed among contract staff within the five regional offices and the various program units in
the DSS central office. To improve accountability as well as efficiency, a single contact person
for contracting matters has been designated within each regional office and program unit, as
recommended by the internal POS task force. Single contacts are responsible for receiving and
disseminating information about contracting and reviewing contract documents for final
processing.

There is also some central oversight of contracting activities by the contract administration
and purchase of service units within the department’s financial management division. Whether
functions currently carried out by these units could be decentralized in the future is under
consideration within the agency. The program review committee recommends, in accordance
with procurement models, the department retain a single, central contract administration
unit with clear authority to monitor compliance with procurement policies and procedures
throughout the agency.

A central unit is necessary not only as a source of support and technical assistance but as
a single point of contact for other agencies, federal and state. By overseeing all contracting
activities, the central unit can ensure affirmative action and set-aside program requirements are
met, consistently handle legal issues related to contract language, and assure the integrity of the
department’s request-for-proposal process. A central repository of contract documentation is
also need for audit purposes and to address complaints or other inquiries from the public.

A critical element for accountability is the development of an automated DSS contract
information system. No comprehensive database is available to aid in tracking agency contracts
at present. The internal POS task force is overseeing efforts to implement a contract information
system but the project is seriously behind schedule. The initial phase of the system was expected
to be in place in September 1996; it is now unlikely to be finished by January 1997. Once in
place, the first part of the system will provide a database of contract information, monitor
document processing and payments, and generate standard letters and certain reports (e.g., lists
of contracts to be closed, delinquent contractor reports, etc.). It is unclear when the network
intended to electronically link the regional and central offices, another aspect of the project’s first
phase, will be functioning. A schedule for the second phase, which adds performance data such

29



as outcomes and measures incorporated in contract documents to the system database, has yet
to be set.

The program review committee recommends the department executive team make
implementation of the automated contract management system a top priority and take
steps to ensure the initial phase and network are operational by February 1, 1997. The
executive team should also establish and enforce <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>