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41 28 and not through the contract, unless any of the following

41 29 applies:

41 30 a. The department determines, upon a request by the agency,
41 31 that the agency can satisfy the requirements for purchase of
41 32 the good or service directly from a vendor as provided in

41 33 section 8A.311, subsection 10, paragraph "a".

41 34 b. The agency is purchasing the good or service pursuant

41 35 to another contract in effect on the effective date of the

42 1 master contract. However, the agency shall terminate the

42 2 other contract if the contract permits the termination of the
42 3 contract without penalty and the agency shall not renew the

42 4 other contract beyond the current term of the other contract.
42 5 Sec. 73. Section 8A.312, Code 2009, is amended to read as
42 6 follows:

42 7 8A.312 Cooperative purchasing.

42 8 The director may purchase items through the—state—depart £

—42 10 board of regents,—and any eother agency specifically exempted
42 11 by law from centralized purchasing as well as from other

42 12 interstate and intergovernmental entities. These-state

—4%—%9—depaf%meﬂ%— _The department shall collaborate and cooperate
42 20 with the state board of regents and institutions under the
42 21 control of the state board of regents, as provided in section
42 22 262.9B, and any other state agency exempt from centralized
42 23 purchasing to explore joint purchases of general use items that
42 24 present opportunities to obtain quallty goods and services
42 25 at the lowest reasonable cost.The—d tshall-be liabl

42 32 Sec. 74. Section 307.21, subsection 1, paragraph d, Code
42 33 Supplement 2009, is amended to read as follows:
42 34 d. Provide centralized purchasing services for the

42 35 department, incooperatien—with if authorized by the department
1 of administrative services. The administrator shall, when
2 the price is reasonably competitive and the quality as
3 intended, purchase soybean=based inks and plastic products with
4 recycled content, including but not limited to plastic garbage
43 5 can liners, and shall purchase these items in accordance
6
7
8
g

with the schedule established in section 8A.315. However,

the administrator need not purchase garbage can liners in
accordance with the schedule if the liners are utilized by a
facility approved by the environmental protection commission
43 10 created under section 455A.6, for purposes of recycling. For
43 11 purposes of this section, "recycled content" means that the

43 12 content of the product contains a minimum of thirty percent

43 13 postconsumer material.

43 14 Sec, 75. STATE GOVERNMENT PURCHASING EFFORTS == DEPARTMENT
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OF ADMINISTRATIVE SERVICES. In order to facilitate efficient
and cost=effective purchasing, the department of administrative
services shall do the following:

1. Regquire state agencies to provide the department a report
regarding planned purchases on an annual basis and to report
on an annual basis regarding efforts to standardize products
and services within their own agencies and with other state
agencies.

2. Require state employees who conduct bids for services to
receive training on an annual basis about procurement rules and
regulations and procurement best practices.

3. Identify procurement compliance employees within the
department.

4. Review the process and basis for establishing
departmental fees for purchasing.

5. Establish a work group to collaborate on best practices
to implement the best cost savings for the state concerning
purchasing.

6. Explore interstate and intergovernmental purchasing
opportunities and encourage the legislative and judicial
branches to participate in consolidated purchasing and
efficiencies wherever possible.

7. Expand the use of procurement cards throughout state
government to facilitate purchasing of items by state agencies.
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Governor Terry E. Branstad
lowa Department of Administrative Services . Lt. Governor Kim Reynolds

DAS

TO: David Vaudt, Auditor of State

FR: Mike Carroll, Director, Department of Administrative Services
RE: Review of Statewide Procurement

DT: Wednesday, October 19, 2011

Government's Partner in Achieving Results Mike Carroll, Director

The Department of Administrative Services (DAS) appreciates the Auditor of State’s thorough review of
service contracting, State agency use of master agreements, and DAS’ responsibility for overseeing
master agreements.

Since the Auditor’s review of contracts (2007-2008), DAS has implemented a number of improvements
suggested by the Auditor. Improvements made by DAS since 2008 include:

e The Invitation to Qualify (ITQ) agreements (prequalified vendors for IT staff augmentation) are no
longer available for use by agencies without a competitive selection process. DAS made this
change in August of 2009 because agencies mistakenly believed they could use an information
technology vendor without conducting a competitive selection process.

e DAS Procurement now conducts a competitive procurement process on behalf of the DAS Human
Resource Enterprise (HRE) for temporary services contracts. This process began in 2011.

s DAS conducts evaluations to determine if agencies are properly using DAS contracts and complying
with service contracting terms and conditions. This process began in 2010.

e Pricing data is required for all DAS contracts. New DAS contracts are reviewed for pricing
compliance. This process began in 2011.

e DAS purchasing agents are required by DAS Procurement policy and procedure to benchmark
pricing on large dollar contracts as part of the competitive procurement process. Purchasing
agents provide the administrator with a competitive procurement checklist to ensure
benchmarking was completed. This process began in 2009.

e DAS Procurement has provided service contract training to 238 State employees. The training
emphasizes proper use of master agreements, competitive bidding requirements, matching
invoices to master agreement pricing, and purchasing rules and procedures. This process began in
2009 and training continues to occur on a regular basis.

o During FY 12, the DAS Procurement budget reflects receipts of $895,829 in rebate revenue. Asa
result, agencies fees were reduced by $895,829.

« Architect and Engineer master agreements were not renewed. Architects and Engineers will be
selected per requirements of lowa Administrative Rule Chapter 105 and the Code of lowa.
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s Building automation contracts will be bid pursuant to the requirements of Code of lowa, Chapter
26.

Page 12 of the Executive Summary of the audit summarizes all of the recommendations contained in
the report. DAS will implement the following improvements in response to the Auditor’s
recommendations.

Comprehensive review and evaluation of current master agreements

DAS is conducting a comprehensive review and evaluation of all master agreements, beginning
with services, to determine if the contract should be cancelled, rebid, or whether additional
information is required to assist the agencies utilizing the contract. One hundred and eighty-two
(182) service contracts have been identified. Sixty-five (65) were procured on behalf of multiple
agencies. One hundred and eight (108) service contracts were requested by agencies that had
authority to procure their own contract, but chose to have DAS conduct the procurement. Pricing
data was included on all service contracts with the exception of Targeted Small Business contracts.

A listing of DAS service agreements is available for review. Service contracting represents
approximately 20% of the total number of DAS contracts. After completing a review of service
contracts, the remaining contracts for goods will be reviewed.

Targeted Small Business (TSB) contracts will not be renewed. Most TSB contracts do not contain
pricing because agencies are permitted to use a TSB without a competitive bid for up to $10,000.
When an agency desires to utilize a TSB, it will be directed to the Department of Inspection and
Appeals website, which lists products, services, and contact information for a TSB.

Contracts awarded to multiple providers will be reviewed to determine if a compelling business
case exists for multiple providers. Critical systems or processes may require the availability or
redundancy of more than one provider for a variety of reasons and those reasons will be
documented.

DAS will continue to follow government procurement rules and best practices procedures when
awarding contracts. The National Institute of Government Purchasing Dictionary of Terms defines a
competitive contract as “A contract where the process used for the solicitation of bids assures that
a reasonable and representative number of suppliers are given an opportunity to bid.” In cases
where DAS solicits bids from multiple vendors and only one vendor responds, a documented award
determination will be made based upon research, agency input and/or cost estimates. If only one
vendor responds, a contract with the responding vendor would not be considered “sole source”
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because multiple vendors were solicited and bid results were not known at the time of the
solicitation.

Establish Controls to monitor service contracting activities

DAS will establish a quality assurance team (QAT) to ensure that master agreements are properly
utilized by State agencies. The QAT will review and pre-approve/disapprove master agreement
purchases before purchases are made. DAS will work with the Auditor of State to determine a
statistically valid sampling methodology for this review. Attachment #1 contains a draft proposal
for DAS Procurement oversight regarding master agreement purchases. In addition, all State
agencies will be required to use the State accounting system for all purchases, the correct payment
document, and the correct delivery order process when utilizing a master agreement.

Consistent application of procurement rules across executive branch agencies

State executive branch agencies will be required to follow DAS purchasing rules for goods and
services of general use. DAS will amend its rules to clarify that all State agencies must follow DAS
rules and procedures. DAS will work with the Department of Transportation (DOT) to incorporate
additional rule requirements specific to the DOT. Only goods and services of general use will be
included. Specialty contracts (road construction, etc.) will not be included. The Code of lowa
exempts the Board of Regents from following DAS rules.

DAS will establish a formalized Memorandum of Understanding (MOU) with each agency when
purchasing authority is delegated. The MOU will note specific authority, uniform rules, and the
basis for revoking authority.

Assessment of fees

Procurement fees will be assessed to all State executive branch agencies effective FY 14. DAS will
work with the lowa Department of Transportation to determine its fee calculation because DAS
does not have information regarding DOT's usage of master agreements.

Rebates
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On an annual basis, DAS Procurement assembles an operational budget that comprehensively
identifies all expenses necessary to fund the operation. The total annual operating expense, less
the estimated annual value of rebates, provides a “net” figure that is the sole basis for assessing
fees to customer agencies. Accordingly, annual customer cost assessments are based upon “net”
annual operating expenses and accordingly, federal cost participation is automatically taken into
account. During FY 12, the DAS Procurement budget anticipates receiving $895,829 in rebate
revenue. Without these rebates, fees to state agencies would be $895,829 more than currently
being paid.

Pricing on master agreements

All DAS contracts will require pricing data. Vendors that offer discounted prices will be instructed
to provide an invoice that documents both the list price and the discounted price so agencies can
verify that the proper percentage discount was received. Invoices that do not contain the list price
and discount price will be rejected until they are submitted with the required and correct
information. On a quarterly basis, DAS will review vendor contracts containing discounts to ensure
the vendor is invoicing at discounted prices. DAS currently conducts price verification on large
dollar contracts and will expand this process to include lower dollar contracts.

Reconciliation of orders against master agreements

On a quarterly basis, DAS will require agencies to verify and document that goods and services
acquired through a master agreement were received and invoiced according to the terms and
conditions of that master agreement.

Temporary Staffing

When the HRE temporary services contract expired, DAS Procurement assumed procurement
responsibilities and awarded the temporary service contract. Upon completion of contract
negotiations, State agencies will be notified.
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Governor Terry E. Branstad
lowa Department of Administrative Services Lt. Governor Kim Reynolds

DAS

Government’s Partner in Achieving Results Mike Carrall, Director

Attachment #1

Draft DAS Quality Assurance Initiative
Establish a quality assurance team and process within DAS to ensure proper use of each master
agreement (MA).

Responsibilities of team:

1. Review each agency MA request prior to issuing a purchase order to a vendor. The review
would ensure that the item or service being purchased is on MA and that the MA is being
properly utilized.

2. Review MA contracts established by DAS Procurement for pricing and justification, inclusive of
the rationale for utilization of multiple vendors.

3. Train agency staff regarding proper procedures for service contracting.
4. Assist with updating administrative rules regarding purchasing procedures.

5. Establish and implement policies and procedures for delegating and revoking agency purchasing
authority.

6. On aquarterly basis, review each MA that provides a price discount to ensure the vendor
invoiced correctly.

7. Inform vendors regarding State policies and proper invoicing procedures.

8. Review agency expenditures to ensure that a competitive procurement process was utilized.

Staffing

Potential Options:
1. Review all orders placed against master agreements.

During FY 11, 29,512, a total of orders/payments were made to MA vendors. It is estimated that
reviewing all of these orders will require approximately 14,756 hours (30 minutes/order) and
approximately eight (8) additional staff.

2. Review only orders that do not reference master agreement
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During FY 11, a total of 11,407 orders/payments to MA vendors did not reference the MA. Itis
estimated that between three (3) and four (4) additional staff would be required to review these orders.
Calvin mentioned that this may be difficult to workflow these types of documents.

3. Review 20% of all documents

Review every fifth order (20%) made against a MA (5,902 orders based upon FY11 volume). Itis
estimated that two (2) additional staff would be required to review these orders.

In addition to reviewing an order against a MA, DAS needs to fulfill the responsibilities listed above in
#2-8. One additional staff person will be needed for these responsibilities, for a total of three (3)
additional staff.

To initiate this process, | recommend assigning Lois and Barb (part-time basis) to begin reviewing orders
against MAs until full-time staff is in place. Both Lois and Barb are familiar with the I/3 system,
understand the proper use of contracts, and are immediately available.

Funding

Assume pay-grade 26 (Management Analysis 2).

Annual salary is $40,643.20-$61,755.20.

An employee in the middle of the pay range pay would receive $50,000 annually plus benefits.
Total salary cost = $150,000 plus benefits.

DAS Procurement’s balance brought forward could be used to pay these costs in FY 12. In the future,
these costs can be covered by the rebates received by DAS Procurement. DAS Procurement operational
expenses currently covered by rebates can be billed accordingly to customer agencies as part of their
utility fee.
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Iowa Department of Corrections

ICON & Procurement Response

| Overview

From 1998 through March 2009, the DOC utilized a DAS approved state contract technology
provider list to procure development of the ICON system. In 1998, DOC, in consultation with
the Auditor and Attorney General Office’s, began development of the ICON banking system,
which has progressed to over 10 other modules focusing from case management, pharmacy,
medical, commissary, ete during this 11-year period.

In April 2009, the Auditor’s office began correspondence with the DOC in review of current
practices. Several communication exchanges were completed to understand the existing process
to develop ICON and utilization of the DAS approved technology provider list. By July 2010,
the Auditor’s Office advised the development of a formal contractual relationship with ATG.
which would replace the current DAS approved technology provider list. As recommended,
DOC established a contract with ATG in September 2010 and included sole source justification
language as part of the contract as noted,

“WHEREAS, the Contractor is a software development company, developer and owner of
Offender Management Suite, a group of highly specialized software products utilized by several
large federal and state correctional and private entities including the nationally specialized
Association of State Correctional Administrators. Offender Management Suite was developed
by interviewing over 1000 users from different areas of the Department of Corrections (DOC),
Attorney General's Office. State Auditors, Citizen's Ombudsmen, Court Information Systems,
Judges and Clerk of Courts, Public Safety, Legislative Bureau and several other agencies. OMS
facilitates efficient daily operations of the DOC and strategic management decisions. Each
module is designed to provide line staff with services that make tasks simpler. By having all
information stored in a structured format, users are able to evaluate effectiveness of various
programs, services, service providers etc. Having a common central database supporting
institutions, community based corrections and field offices, allows executive management to
make more informed decisions on how to improve offender re-entry initiatives, reduce
recidivism and improve operational efficiencies. Furthermore, since OMS is specifically
designed to support sharing of information between agencies, by including information necessary
to interface with Public Safety and Court Information Systems, for the first time Corrections is
able to enjoy the benefits of linking with systems from other agencies. Typical health records
software is designed to serve public hospitals and private medical clinics: it does not adapt well
to serve needs of correctional institutions. ATG’s Electronic Medical Records (EMR) and
Pharmacy Administration solution have been very successful in correctional environments
because they were a product of collaborative effort with correctional nurses, doctors,
psychologists. psychiatrists, dentists and pharmacists.”

Once the contract with ATG was signed, the DOC discovered through the Auditor’s Office that a
separate sole source justification document needed to be complete and signed. This document
was completed and submitted January 2011.

Page 1 of 4
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In reference to the contract, “Change Order” includes enhancements and other services defined by the
DOC,

"1.32. Time/Materials/Product/Services Charges - all software and data changes, enhancement
requests, additional services requested by the Customer will be defined in a Change Order, which will
document the modifications request, the impact on current data, the fixed cost for the effort required,
and target date for delivery.”

Prior to the contract established in 2010, DOC operated with specific deliverables; however, 100% of the
development and implementation documentation was not saved or could not be retrieved as part of the
Auditor’s review. The DOC now operates with planning, estimation, development and implementation
documents secured for future reference and accountability. The DOC agrees future documentation is
necessary (o substantiate contractual rates compared to fair market rates, even though a sole source
arrangement exists.

Recommendations

» The DOC welcomes additional follow-up from the Attorney General’s Office (o further review
procurement activities in accordance with centralized procurement procedures. The DOC currently
utilizes DAS for procurement activities and has successfully collaborated with DAS to the extent
DOC has received DAS designation as an “advance procurement authority” and our staff continue to
complete advance procurement courses or training to achieve or continue this certification. The

current list of DOC staff with advance procurement certification and or training includes.

Name

Agency

Certified

Oswald, Lisa

DOC, Anamosa

Progressing to Certification

Anderson, Dale

DOC Central Office

Progressing to Certification

Powell, RJ DOC Central Office Progressing to Certification

Kennebeck, Jill DOC, Anamosa Advanee Procurement Certification
Haer, Jodi DOC, Clarinda Advanee Procurement Certification
Rieks, Sue DOC, Eldora Advance Procursment Certification

Little, Karen

DOC, Fort Dodge

Advance Procurement Certification

Freeman, Sonva

DOC, Fort Madison

Advance Procurement Certification

Hamm, Teri

DOC, Fort Madison

Advance Procurement Certification

Choate, Lori

DOC, Mitchellville

Advance Procurement Certification

Housh, Kim

DOC, Mt. Pleasant

Advance Procurement Certification

Eleakney, Deb

DOC, Newton

Advance Procurement Certification

Manternach, Carol

DOC, Oakdale

Advance Procurement Certification

Baker Meredith

DOC, Rockwell City

Advance Procurement Certification

Page 2 of 4
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The DOC agrees, and has taken steps to enhance documentation procedures, to ensure future
payments to ATG are based upon pre-established deliverables as defined by the “Change Order™
process.  Per the auditor’s review, November 2009, DOC deployed a change order process to track
changes to the ICON suite of modules. This change order process works in conjunction with the
“scope document” process that has been in place since the inception of ICON. The scope document
qualifies in detail how a project is defined, while the “change order™ documents the cost, expected
deployment date and a summary of the definition of the project.

In 2000, as part of an ongoing ICON funding request, the DOC promised to reduce and then stabilize
the prison population, with the objective being to eliminate the need for an additional prison to be
constructed to bring Iowa into compliance with past federal lawsuit cases.

The DOC has fulfilled that promise. Excluding construction costs, the yvearly operating costs of a
prison is approximately $25 million per vear. At a minimum, the state has saved at least
$100,000,000 in fixed costs by using the ICON system to stabilize the prison population.

Other less dramatic impacts have been accomplished by the development of the ICON system.

e Staffing levels in records and business offices have been reduced because of ICON
efficiencies.

e Central Pharmacy was created using the electronic medical record in ICON. Last year alone,
DOC realized over a $1,000,000 reduction in pharmacy spending.

e Telemedicine has been enhanced by the ICON system and allowed the DOC to have a very
robust telemedicine system, which has reduced offender trips to UIHC and provides
constitutional required medical services to offenders,

e Data sharing with DPS has improved accuracy and timeliness of information vital public
safety.

e Centralized offender accounting has resulted in increased fund accuracy with reduced staff.

Another cost saving includes the continued efficient use of administration, security and treatment
staff in our prison system through the technology advancements of ICON. In 1981, Oakdale, the
Towa Medical & Classification Center, included 6 business office staff with 81 patients. Today, 5
business office staff process case management, fiscal, commissary and other critical transactions
through ICON with almost 1,000 offenders on a daily basis. The decrease of one staff member alone,
over an 11-year period, equates to over $500,000 of savings.

Comparing other states technology budgets with comparable offender populations, such as Oregon’s
$10.2M annual budget and Minnesota’s $8.8M annual budget; they far exceed what Iowa DOC has
expended over an 11-year period in ICON development.

Additionally, the cost to utilize the ICON suite of modules over the past 11-years is less than $.01
penny per day per offender and less than $.10 cents per user per day.

DOC will continue to work with DAS to implement control procedures for service contracting
activities, The DOC will continue to comply with internal policies and procedures in compliance
with Code of Iowa and Administrative rules. The DOC has successfully demonstrated compliance,
through past audit’s and willingness to collaborate with IDAS on a continued basis in procurement
activities. Again, once the process changed to discontinue using the DAS approved technology
provider list through the Auditor’s Office guidance, a contract was established with ATG for future
ICON development.

Page 3 of 4
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¥ DOC welcome’s additional review of the procurement activities with a selection of other providers to
determine if contracts are being properly administered. It should be noted DOC currently secks and
completes DAS procurement training and continues to leverage DAS expertise to contract and
procure goods and services.

» DOC agrees and will to strive for continued DAS designation as an “advance procurement authority”
as previously noted. The DOC strictly adheres to Auditor’s Office requirements, Code of Towa and
Administrative Rules when processing payments and agrees non-compliant payments should not be
approved for payments.
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