
   [image: image1.png]



 State of Michigan

	Entity Name:
	     

	Review Dates:
	     

	Reviewed By:
	     


REVIEW GUIDE FOR:
PROCUREMENT

AND

CONTRACT ADMINISTRATION

 FORMDROPDOWN 
 CYCLE 
The Entity is:

A Michigan Works! Agency



The Fiscal Agent of:
     


A Service Provider of:
     

Introduction












OBJECTIVE

This review is designed to evaluate the Entity’s procurement procedures for compliance with applicable federal and state laws and regulations, as well as, a system for the administration of its contracts, including the appropriate contract or subrecipient clauses.  [2 CFR 200.317-.327]
AUTHORITY

The Federal awarding agency, Inspectors General, the Comptroller General of the United States, and the pass-through entity, or any of their authorized representatives, must have the right of access to any documents, papers, or other records of the non-Federal entity which are pertinent to the Federal award, in order to make audits, examinations, excerpts, and transcripts.  The right also includes timely and reasonable access to the non-Federal entity’s personnel for the purpose of interview and discussion related to such documents.  [2 CFR 200.337(a)]
ACRONYMS

     

     
CFR

Code of Federal Regulation      
ISD

Intermediate School District      
ITB

Invitation to Bid      
MWA

Michigan Works! Agency      
N/A

Not Applicable      
OJT

On-the-Job Training      
OMB

Office of Management and Budget      
OWD

Office of Workforce Development      
PATH

Partnership Accountability Training Hope      
PI

Policy Issuance      
RFP

Request for Proposal      
TAG

Technical Assistance Guide      
TANF

Temporary Assistance for Needy Families      
TIA

Talent Investment Agency      
WD

Workforce Development 
WIA

Workforce Investment Act      
WIOA

Workforce Innovation and Opportunity Act     
DEFINITIONS

Adjusted Cost Base – The total cost of the contract minus pass-thru costs and routine costs.  Ordinarily composed of the contractor’s personnel-related costs for staff contributing to the contractor’s unique capacity to manage and achieve performance results. 

Cost Analysis – Is the review and evaluation of each element of cost to determine reasonableness, allocability, and allowability.  A cost analysis is necessary when bidders are required to submit elements of estimated costs or when adequate price competition is lacking.  Cost analysis is also required for all sole-source procurements.

Pass-Thru Costs – Variable costs billed to the contractor by vendors and subrecipients whose services primarily benefit participants.  Examples include tuition paid to training institutions, OJT costs paid to employers, work experience wages and fringes paid for participants, supportive service costs, and all sub-awards under the contractor.

Price Analysis – Is the process of examining and evaluating a price without looking at individual cost elements to determine the reasonableness of the proposed contract price.  The focus is the “bottom-line” price.  Price analysis shall be used when price reasonableness can be established on the basis of a catalog or market price of a commercial product sold in substantial quantities to the general public, or based on prices set by law or regulation.

Procurement by Proposals – Proposals are used when there is more than one prospective bidder, the lowest price is not necessarily the determining factor for award, and either a fixed-price or cost-reimbursement agreement will be awarded.  The evaluation factors often focus on approach, program design, innovation, coordination, and experience.

Procurement by Micro-Purchase – A subset of Small Purchase Procedures, a micro-purchase is the acquisition of supplies or services when the aggregate dollar amount does not exceed $10,000.  Micro-purchases may be awarded without soliciting competitive quotes if the price is considered reasonable.  To the extent practical, micro-purchases are to be distributed equitably among qualified suppliers.
Procurement by Noncompetitive Procurement – Procurement through solicitation of a proposal from only one source, or after solicitation of a number of sources, competition is determined inadequate to fulfill the requirements of the funding agency.  Noncompetitive procurements are a “last resort” option and are to be used only when there is a documented reason for the sole-source selection.

Procurement by Sealed Bids – Bids are publicly solicited and a firm fixed-priced (either lump sum or unit price) contract is awarded to the responsible bidder whose bid complies with all the material terms and conditions of the ITB and is the lowest in price.  In order for sealed bidding to be feasible, the following conditions should be present: (1) a complete, adequate, and realistic specification or purchase description is available; (2) two or more responsible bidders are willing and able to compete effectively for the business; and (3) the procurement may be made principally on the basis of price.  Uses include construction contracts and information technology acquisitions.

Procurement by Small Purchase Procedures – Are relatively simple and informal procurement methods for securing goods or services that do not cost more than the simplified acquisition threshold.  Used primarily to procure goods (supplies and equipment) when price is the overriding factor and may be easily quoted and compared, delivery is standardized, and performance outcomes are not dependent upon the content of the goods being procured.

Profit – Is an allowable cost payable only to commercial organizations.  The profit must be separately negotiated from the contract’s price and cannot be based on a percentage of costs budgeted or expended in the agreement.  Profit must be tied to performance and cannot be paid as a guaranteed fixed fee.  Profit is only earned when performance outcomes are attained and can only be disbursed when those outcomes are validated.  Profit cannot be paid in addition to performance payments or incentive payments.  Profit rates can only be applied against the commercial organizations personnel related costs (i.e., salaries, wages, and benefits) of the staff that contributed to the organization’s unique capacity to manage and achieve the performance of the contract.
Profit Margin – The negotiated amount of profit divided by the adjusted cost base yields the profit margin (a percentage).

Routine Costs – Fixed costs of the contractor for services that primarily benefit its operations.  Examples include rent, maintenance, and utilities.

REFERENCES

Public Law
105-220 – August 7, 1998, 105th Congress:  WIA of 1998 (Amended by Public Law 113-128)


Sections:
184.
Fiscal Controls; Sanctions.



185.
Reports, Recordkeeping, and Investigations.

113-128 – July 22, 2014, 113th Congress:  Workforce Innovation and Opportunity Act


Sections:
184.
Fiscal Controls; Sanctions.



185.
Reports, Recordkeeping, and Investigations
109-234 – June 15, 2006, 109th Congress:  Emergency Supplemental Appropriations Act for Defense, the Global War on Terror, and Hurricane Recovery, 2006

Section:
7013.
Salary and Bonus Limitation.

Federal Regulations


2 CFR Part 180:
OMB Guidelines to Agencies on Government-Wide Debarment and Suspension

2 CFR Part 200:
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.

§ 200.317 through .327 – Procurement Standards

48 CFR Part 15:
Contracting by Negotiation [Commercial Organizations]

§15.404-4 – Profit


48 CFR Part 31:
Contract Cost Principles and Procedures [Commercial Organizations]
USDOL/ETA Training and Employment Guidance Letter


05-06
Implementing the Salary and Bonus Limitations in Public Law 109-234

Technical Assistance Guide


One-Stop Comprehensive Financial Management TAG (July 2002 and July 2011)

State Policy Issuance (Note: PIs are updated and rescinded periodically)

OWD
04-03
Procurement Policy (Rescinded by WDA 12-29 on March 5, 2013)
WDA
12-29
Procurement (Rescinded by WDA 15-12 on July 17, 2015)
WDA
15-12
Procurement (Rescinded by LEO-WD 19-30 on October 25, 2019)

WD 
19-30

     
Desk Review












TIME PERIOD COVERED BY THIS REVIEW

From:       To:      
     
FOLLOW-UP 

Identify administrative recommendations and/or corrective action from previous Single Audits or monitoring reviews that require follow-up during this review.  For each administrative recommendation, finding, or issue requiring follow-up include the following: 

· The Fiscal Year Ending Date of the Single Audit or the Monitoring Year and Cycle;

· The administrative recommendation, finding, or issue requiring follow-up;

· The corrective action for the finding or issue requiring follow-up.

Single Audit(s)
     
Monitoring Review(s)
     
ADDITIONAL INFORMATION

Information relevant to this review from other documentation or records:

     
Field Review
A. PROCUREMENT

1. Does the Entity procure with the funds, in whole or in part, subject to this review?  (Examples: office supplies, equipment, office space, service providers, audit services, payroll services, etc.)







 Yes  No

     
a. If “Yes”, continue with the guide.

     
b. If “No”, the remainder of the guide is not applicable.

     
B. STANDARDS OF CONDUCT

1. Obtain and review a copy of the Entity’s written standards of conduct covering conflicts of interest and governing the actions of its employees engaged in the selection, award and administration of contracts.  The written standards of conduct must cover the following requirements.  [2 CFR 200.318(c)(1); WIOA 107(h)]


See Attachment(s):   
     
	Standards of Conduct Requirements:
	Page/Section

	
a.
No employee, officer, or agent may participate in the selection, award, or administration of a contract supported by a Federal award if he or she has a real or apparent conflict of interest. Such a conflict of interest would arise when the employee, officer, or agent, any member of his or her immediate family, his or her partner, or an organization which employs or is about to employ any of the parties indicated herein, has a financial or other interest in or a tangible personal benefit from a firm considered for a contract.
	     

	
b.
The officers, employees, and agents of the non-Federal entity may neither solicit nor accept gratuities, favors, or anything of monetary value from contractors or parties to subcontracts. However, non-Federal entities may set standards for situations in which the financial interest is not substantial or the gift is an unsolicited item of nominal value.
	     

	c.
   The standards of conduct must provide for disciplinary actions to be applied for violations of such standards by officers, employees, or agents of the non-Federal entity.  (The written standards should address this requirement, not repeat this language.)
	     


2. How and when are the standards of conduct disseminated to the appropriate parties?

     
a. Entity’s staff:

     
b. WDB members:

     
c. Other Parties (Standing Committee members, Career & Educational Advisory Council, etc.):

     
3. If the Entity has a parent, affiliate, or subsidiary organization that is not a state, local government, or Indian tribe, the Entity must also maintain written standards of conduct covering organizational conflicts of interest.  Organizational conflicts of interest means that because of relationships with a parent company, affiliate, or subsidiary organization, the Entity is unable or appears to be unable to be impartial in conducting a procurement action involving a related organization.  If applicable, obtain and review the written standards of conduct covering organizational conflicts of interest.  [2 CFR 200.318(c)(2)]


See Attachment(s):      
     
C. PROCUREMENT PROCEDURES

1. Obtain and review a copy of the Entity’s written procurement procedures.  The Entity must use its own documented procurement procedures which reflect applicable state and local laws and regulations, provided that procurements conform to applicable federal law.  [2 CFR Part 200.318(a) and .319(c)]

See Attachment(s):      
     
	Procedures Shall Include:
	Page/Section

	a.
  A review of proposed procurements to avoid purchase of unnecessary or duplicative items.    [2 CFR Part 200.318(d)]
	     

	b.
Consideration should be given to consolidating or breaking out procurements to obtain a more economical purchase.  [2 CFR Part 200.318(d)]
	     

	
c.
Where appropriate, an analysis will be made of lease versus purchase alternatives, and any other analysis to determine the most economical approach.  [2 CFR Part 200.318(d)]
	     

	d.
Solicitations will incorporate a clear and accurate description of the technical requirements for the material, product, or service to be procured.       [2 CFR Part 200.319(d)(1)]
	     

	
e.
Solicitations will identify all requirements which the offerors must fulfill and all other factors to be used in evaluating bids or proposals.  [2 CFR Part 200.319(d)(2)]
	     


2. What procurement value thresholds has the Entity established?

     
a. Simplified Acquisition Threshold:
$     
b. Micro-Purchase Threshold:

$     
D. CONTRACT ADMINISTRATION
1. Explain the system(s), such as, the evaluation of participant reports, financial reports, narrative reports, the Entity has in place that ensures subrecipients and vendors perform in accordance with the terms, conditions, and specifications of their contracts and purchase orders; including the system(s) in place to address performance below contracted requirements.  [2 CFR 200.318(b)]
     
a. Subrecipient:
     
b. Vendor:

     
Samples
Sample an adequate number of procurements to determine if the Entity is following its’ established procurement procedures and complete an appropriate worksheet for each procurement sampled.  If possible, include in the sample at least one procurement from each of the categories listed below.  To obtain a sufficient sample it may be necessary to sample procurements that were made in prior years and not previously sampled. 

     
In addition, complete an appropriate worksheet for each sole-source procurement in excess of $25,000 ($5,000 if the Entity is service provider).  If no sole-source procurements were made in excess of $25,000 ($5,000 if the Entity is a service provider) review a sample of sole-source procurements under the respective amount.

     
	Category
	Worksheet Number(s)

	Equipment (Leased or Purchased): Useful life of more than one year and an acquisition cost of $5,000 or more per unit. (e.g., copier, phone system, vehicle, computer server, etc.)
	     

	Non-Participant Service: (e.g., Single Audit, accounting service, payroll service, janitorial service, lawn care, etc.)
	     

	Office Space: (e.g., building lease, sublease, etc.)
	     

	Office Supplies: Useful life of less than one year or an acquisition cost of less than $5,000 per unit (e.g., paper, pens, pencils, desktop computer, furniture, work station, etc.)
	     

	Participant Supportive Service: (e.g., car, clothing, tools, etc.)
	     

	Service Provider (Subrecipient):
	     

	Sole-Source:
	     

	Other:      
	     


     
Finding(s)/Administrative Recommendation(s)
Identify any Findings and/or Administrative Recommendations below and notate if they were identified in the prior monitoring review.  Include the year and monitoring cycle of the prior review.

     
LABOR AND ECONOMIC OPPORTUNITY


Compliance Section


Victor Office Center, 4th Floor


201 N. Washington Square


Lansing, Michigan 48913


Phone 517-241-9852 ♦ Fax 517-241-9810
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