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I.
Office of Policy and Management (OPM)

A. Agency Overview
Established in 1977, OPM serves as a staff agency reporting directly to the Governor.  It is responsible for (1) providing the information and analysis required to formulate public policy for the State and (2) assisting State agencies and municipalities in implementing policy decisions on the Governor’s behalf.

OPM is headed by a Secretary and Deputy Secretary, who advise the Governor with the assistance of six division heads.

The powers and duties of OPM are established by statute, notably §§ 4-65a
and 4-66.
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B. Office of Finance

Established within OPM in 1992, the Office of Finance is responsible for developing and monitoring the policies and practices of State agencies in order to enhance their financial management and systems.
The Office is headed by an Executive Financial Officer, who reports to the Secretary.

The responsibilities of the Office are established by statute under § 4-70e.
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II.
Personal Service Agreements (PSA)

A. Definition and Examples
A PSA is one of the mechanisms used by State agencies to contract for services.  It is a written, legally binding agreement that specifies the services to be delivered by a contractor to a State agency for a fee.  The contractor may be a person, partnership, limited liability corporation, or corporation.

A PSA may range in duration from a few months to several years.  During the contract term, the service may be provided only once, at regular intervals, or at unspecified times.  A PSA may range in cost from a few hundred dollars to several million.

Examples of PSA services include, but are not limited to:

· legal advice and assistance

· consulting services

· technical assistance

· staff training and organizational development

· property management

· program research, planning and evaluation

B. Statutes:  PSAs

A State agency wishing to enter into a PSA must adhere to the requirements set forth in the C.G.S. §§ 4-212 to 4-219, inclusive.

According to statute, OPM is required to establish standards [rules] for State agencies to follow when entering into a PSA.  The standards essentially describe the required policies that agencies must observe and the required actions they must take when contracting for services using a PSA.  The standards include, but are not limited to, how to develop a Request For Proposal (RFP), advertise for contractors, evaluate submitted proposals, select a contractor, execute a PSA, and monitor and evaluate the contractor’s performance.

Also pursuant to statute, each State agency must establish written procedures for implementing OPM’s standards.  An agency’s written procedures must be submitted to OPM for approval.  After receiving OPM’s approval, an agency may enter into a PSA based on the approved procedures.  No State agency may enter into a PSA without having approved procedures in place.

The PSA statutes also require agencies to request approval from OPM for certain types of PSAs, to select contractors using a competitive negotiation (RFP) process for certain types of PSAs, and to report to OPM on their PSA activity.

C. Recent Activity
In December 2004, OPM completed a major revision of the PSA standards and directed all Executive Branch Agencies to incorporate the revised standards into their written procedures.  The revised standards are 138 pages in length and cover the PSA process from start to finish.

The principal objective of undertaking this major revision of the standards was to ensure the integrity, fairness, and legality of the PSA contracting process within State agencies.  In addition to providing important guidance about how to enter into a PSA, agency employees are instructed to abide by the standards of conduct set forth in the State’s Code of Ethics and to avoid both actual conflicts of interest and any appearance of impropriety in their official conduct.

The revised standards establish requirements for the three principal phases of the PSA process:

Phase I:
Preparation 

How to develop an outline of work (description of services) and obtain approvals from OPM (if required) to enter into a PSA

Phase II:
Request For Proposals
How to conduct a Request For Proposal process that results in the selection of a contractor and obtain additional approvals from
OPM (if required)

Phase III:
Contracting
How to negotiate, execute, monitor, evaluate, report, and amend (when necessary) a PSA

Since establishing the revised PSA standards last year, OPM has occasionally issued updates to make them conform to new executive orders, statutes, policies and other rules governing the State’s contracting process.  Agency contracting staff have been directed to check the website on a regular basis for any important updates.  The revised standards and updates are available on OPM’s website at http://www.opm.state.ct.us/finance/psa/standards.htm.

D. Overview of PSA Process

State statutes set forth three types of PSAs, according to their cost and term.  The type of PSA determines whether a competitive (RFP) process is required to select a contractor, whether certain approvals must be obtained from OPM before entering into a contract, and whether additional approvals from the Attorney General’s (AG) office and the Department of Administrative Services (DAS) are required.

Types of Personal Service Agreements

	Cost
	
	Term
	Requirements

	$20,000
  or less
	AND
	1 year or less
	Competitive (RFP) process is recommended, but not required,
to select contractor.

OPM approval is not required
to enter into a PSA.

	$20,000.01 – 
$50,000.00
	AND
	1 year or less
	Competitive (RFP) process is required to select contractor.

OPM approval is not required
to enter into a PSA.

	$50,000.01
  or more
	OR
	more than
1 year
	Competitive (RFP) process is required to select contractor.

OPM approval is required
to enter into a PSA.


If an agency so wishes, it may request a waiver from the required competitive (RFP) process from OPM.  Also, if an agency conducts an RFP process to select a contractor and receives fewer than three acceptable proposals in response to the RFP, the selection of a contractor is considered “non-competitive” and the agency must request a waiver from OPM.

OPM has adopted guidelines for determining the types of services that may qualify for such waivers.  Upon receiving a waiver request from an agency, the Standardization Committee – composed of three OPM Undersecretaries or Directors – reviews and then votes to accept or reject the request.  The Committee’s recommendation is forwarded to the Secretary, who makes the final decision.

Acceptable reasons for requesting a waiver include (1) the cost to the State of a competitive process would outweigh the benefits of such a process; (2) services will be provided by a contractor mandated by the CGS, a public act, or special act; (3) the contractor will provide emergency services, including those needed for the protection of life or health; and (4) contractor has special capability, unique experience, proprietary services, or patent rights.

A PSA having a cost of more than $3,000 within a one-year period must also be reviewed by the Attorney General’s (AG) office for legal sufficiency as to form.  For a PSA having a cost of more than $3,000 and with an individual, an agency must request a waiver from the classified service from the Department of Administrative Services.

Upon completion of the PSA, an agency must prepare and submit a written evaluation of the contractor’s performance to the Office of Finance.

E. PSA Data
There are three principal sources of PSA data:

1.
Agency reports.  Agencies are not required to obtain OPM approval for PSAs with a cost of $50,000 (or less) and a term of one year (or less).  However, each agency is required by statute to submit a semi-annual report (in June and December) to OPM concerning such PSA activity.  The data is reported according to the cost and term of the PSA:  (1) PSAs having a cost of less than $20,000 and a term of less than one year and (2) PSAs having a cost of more than $20,000 but less than $50,000 and a term of less than one year.  OPM summarizes the information received and submits an annual report to the General Assembly (in September).  The semi-annual reports from the agencies include (a) the name of the contractor, a description of the services provided, the term and cost of the PSA, and the method of selecting the contractor and (b) the amount of any payments made during the previous six months.

Sample Data:

Personal Service Agreements

COST:  Less than $20K   and   TERM:  Less than 1 Year

	Data Element
	SFY 2002
	*SFY 2006

	No. of agencies with PSAs
	40
	Not Available

	No. of PSAs
	752
	Not Available

	Dollar value of PSAs
	3,653,153
	Not Available


* Agencies have not yet submitted data for the July – December 2005 reporting period.

Sample Data:

Personal Service Agreements

COST:  More than $20K and Less than $50K   and   TERM:  Less than 1 Year

	Data Element
	SFY 2002
	*SFY 2006

	No. of agencies with PSAs
	28
	Not Available

	No. of PSAs
	194
	Not Available

	Dollar value of PSAs
	6,731,448
	Not Available


* Agencies have not yet submitted data for the July – December 2005 reporting period.

2.
OPM spreadsheet.  Agencies are required to request OPM approval for PSAs with a cost of more than $50,000 or a term of more than one year.  Agencies are also required to request OPM approval to waive the required competitive negotiation (RFP) process.  When OPM receives such requests from agencies, certain information is entered into a spreadsheet maintained by the Secretary’s Office.  The spreadsheet includes, but is not identical to, the information that agencies submit in their semi-annual reports to OPM (see above).

Sample Data:

Personal Service Agreements

COST:  More than $50,000   or   TERM:  More than 1 Year

	Data Element
	SFY 2002
	*SFY 2006

	No. of agencies submitting requests
	46
	33

	No. of requests approved by OPM**
	732
	263

	Dollar value of approved requests
	426,894,632
	75,839,598


* PSA data thru Dec'05

3.
Core-CT.  In July 2003, all agencies were directed to enter PSAs in Core-CT’s contracts module.  Contracts are entered using a standardized numbering schema that ensures consistent data entry by all State agencies.  Each agency is able to run reports that display the contractor’s name, the start and end dates of the contract, and the contract amount.  Agencies have also started to enter whether the contract was competitive or non-competitive.
Sample Data:

Personal Service Agreements

COST:  All   and   TERM:  All

	Data Element
	**SFY 2002
	*SFY 2006

	No. of agencies with PSAs
	Not Available
	32

	No. of PSAs
	Not Available
	944

	Dollar value of PSAs
	Not Available
	1,360,314,835


* PSA data thru Dec'05

** Core-CT was not implemented until July 2003.

III.
Purchase of Service (POS)

A.
Definition and Examples

A POS contract is an agreement between a State agency and an organization for the purchase of direct human services to clients.  The contract generally is not used for the purpose of purchasing administrative or clerical services, material goods, training, and consulting services.  POS contracts are used to contract with a proprietary as well as a nonprofit corporation, but cannot be used to contract with individuals.  The vast majority of POS contracts are with non-profits.

Using an OPM contract template, an agency may enter into a POS contract for a single year or for multiple years.  It may be either a competitive or non-competitive contract.  A single contract may cover a number of services and be amended for a variety of reasons during its term.

There are six human service agencies in the current POS system:  the Departments of Correction, Children and Families, Mental Health and Addiction Services, Mental Retardation, Public Health and Social Services.  In any given year these agencies purchase, through more than a thousand contractual agreements, a variety of community-based and institutional human services.  These contracts cover a broad range of programs including:

· rehabilitation services

· nutrition programs

· counseling services 

· chronic disease programs 

· group homes for persons with disabilities

· protective services for children and elderly citizens 

· substance abuse treatment services

B.
Statutes:  POS
C.G.S. § 4-70b requires OPM to “establish uniform policies and procedures for obtaining, managing and evaluating the quality and cost effectiveness of human services purchased from private providers.”  Further, OPM is required to “ensure all State agencies which purchase human services comply with such policies and procedures” and to report biennially to the General Assembly on the status of the POS system.
C.G.S. §§ 4-230 to 4-236, inclusive, require nonprofit organizations that receive more than $100,000 in combined State and federal funds in any fiscal year to submit to a uniform audit within six months of the close of the contract.  OPM administers the State Single Audit for municipalities and non-profit entities.  Additionally, OPM is required to “adopt regulations establishing uniform standards which prescribe the cost accounting principles to be used in the administration of State financial assistance by the recipients of such assistance.”

History

POS is an outgrowth of the work of the Commission to Effect Government Reorganization in 1991, commonly referred to as the Hull-Harper Commission, and authorized by Section 48(a) of Public Act 91-3.  The Commission’s goals were to improve the delivery of services, increase the productivity of service providers, and reduce administrative costs.

Thus, Public Act 92-123 set in motion an ambitious, long-term project to overhaul the human service contracting system and assigned primary responsibility for this effort to OPM.  When the project began in 1992, there was no uniform human service contracting system; each agency had its own system and “way of doing things.”

In the past decade, OPM has pursued multiple efforts to develop standards for the long-term and evolving contractual relationship between State agencies and private service providers.  Initial activities focused on ways to make the system more responsive to the needs of private providers doing business with the State.  

C.
Recent POS Activity
More than a decade since its inception, the POS project continues to build upon past standardization efforts.  Examples of recent efforts include new standard contract language, alternative contracting models, and development of cost accounting standards.
New Standard Contract Language
In 2004 OPM established a subcommittee of State agency, judicial, and private provider representatives to review and make suggestions for improving the standard POS contract language.  The subcommittee recommended that the contract language be reorganized and restructured to increase standardization and improve clarity.  The group recommended more uniform language based on common agency provisions and best practices to replace individual agency provisions.

Following the Attorney General Office’s review and acceptance of the new standard contract in 2005, several agencies that had not yet completed their contracting cycle began using the new contract.  The exact number of current 2006 contracts with the new language is unknown, but estimated to be about a third of the total.  The remaining agencies are expected to begin using the new standard contract for all of their 2007 contracts (to be written and executed in early 2006).  A copy of the new contract language is available at http://www.opm.state.ct.us/pdpd1/pos/main.htm.

Multi-year Contracting

OPM established a subcommittee of State agency, judicial, and private provider representatives to review the nature and number of single-year contracts in existence and make recommendations on conversion to multi-year contracts for those services that remain constant.

Agencies have used single year contracts because the allocation of funds to support the programs occurs each year.  In reality, a large number of POS contracts are considered “historical” and are re-funded each year.  In most cases “historically funded” contractors do not stop providing services at the end of their contract term in anticipation of continued funding

In 2004, nearly 50 percent of POS contracts were multi-year contracts.  The primary benefits of multi-year contracting is the continued existence of a contractual document that can authorize the continuation of payments to the contractor between budget periods and the potential to reduce the workload of State agency and private provider contracting staff.

The subcommittee recommended that agencies use multi-year contracts for services that continue from year to year.  The standard multi-year contract should be for three years.  There are circumstances, however, when single-year contracts are advisable.  Contracts for new programs or with new contractors for continuing programs should be limited to one year.  Contractors with a history of performance issues should be limited to single-year contracts until the State is satisfied that performance issues have been addressed.

Consolidated Contracts

Another contracting model increasingly being used is the consolidated contract.  State agencies are consolidating contracts with a contractor for multiple program services within a single agency.  If a contractor provides services to three separate agency programs, service requirements for all three programs are combined in a single contract.  Agencies are also exploring the possibility of entering into multi-agency agreements with a single contractor for program services that cross agency lines.

Cost Accounting Standards
OPM is mandated to develop state-wide cost accounting standards for the purchase of human services from private providers.  When adopted, these standards will supersede individual agency determination of what are allowable and unallowable costs for organizations with funding awards from State agencies.

Work groups currently are meeting for discussion of allowable and unallowable costs based largely on the Federal Office of Management and Budget’s Circular A-122, “Cost Principles for Non-profit Organizations.”  OPM staffs a State work group and monitors a private sector work group in order to coordinate their individual efforts.  OPM has produced and distributed for comment a single working draft of individual cost items.  This document is the initial product of ongoing cost standards discussions.

The next phase of the project – namely, consideration of indirect cost principles – has just begun.  OPM’s goal is to produce state-wide cost accounting standards that are clearly written, appropriate for the State, reasonable for contractors, and auditable.

D.
Process Overview
Currently OPM does not review requests for POS contracts.  While agencies do use OPM’s standard contract language, they currently follow their own contracting process. These policies and procedures vary from agency to agency.  In 1998 OPM produced a document entitled, “Procedures and Guidelines: Selection of Private Providers for the Award of Competitive Purchase of Human Service Contracts.”  This guide is suggestive in nature.  It is very conceivable that these guidelines will be rewritten and be prescriptive.

E.
POS Data
Sample Data:

POS Contracting Activity

	
	SFY 2002
	*SFY 2006

	Agency
	No. of POS Contracts
	Dollar Value
of Contracts
	No. of POS Contracts
	Dollar Value
of Contracts

	DCF
	675
	306,206,472
	186
	450,634,569

	DMHAS
	200
	185,751,170
	200
	208,525,816

	DMR
	263
	353,610,473
	193
	925,076,141

	DOC
	24
	18,722,388
	33
	36,944,318

	DPH
	126
	22,687,827
	164
	96,612,726

	DSS
	1,166
	423,872,236
	233
	183,373,714

	Total
	2,454
	1,310,850,566
	1,009
	1,980,142,364


* PSA data thru Dec'05

NOTE:  Variation in the number of contracts and total dollar values from 2002 to 2006 reflect the increasing use of master and multi-year contracts as well as the timing of entries into Core-CT.

IV.
Attorney General’s Opinions

A.
November 24, 2004

November 9, 2005

At the request of the Secretary of OPM, the Attorney General has provided opinions regarding the legal distinction between a PSA and a POS contract.  In these opinions, he has clearly stated that there is no legal distinction between a PSA and a POS contract and that POS contracts are subject to the competitive bidding provisions of the C.G.S. 
§§ 4-212 et seq.

B.
Impact on POS
OPM has in place certain administrative requirements and procedures for the processing of PSAs and now must establish similar requirements and procedures for POS contracts.  We fully anticipate that in the future OPM will have to approve an agency’s entering into most POS contracts.

V.
Current POS Initiatives

A. POS Business Process Review
In October 2005, staff in the Office of Finance began a new project whose principal objective is to document the current “as is” process for POS within selected State agencies.  The project scope includes the six major human services agencies (i.e., DCF, DMR, DOC, DPH, DSS, DMHAS) and the State Department of Education (SDE).  An interview protocol has been developed to assure that the same information is collected from all agencies and in the same format.  The collected information includes the structural location and organization of each agency’s contracting function, an overview of each agency’s contracting process, and summary data on the number and types of each agency’s POS contracts.  This information will be used in the development of OPM’s new review process for POS.  The project’s expected completion date is spring 2006.

B. OPM Internal Business Process for POS

OPM has undertaken several initiatives with the intent of placing more structure around the POS contracting process.  Developing state-wide cost accounting standards is one example but we are also beginning to develop an internal OPM process for POS contracts that is similar to the current PSA process.  We plan to develop and introduce this process in 2006, but expect that it will take several contracting cycles before a complete, mature system is in place.

C. Data Collection (Current POS Contracts)
In order to develop an effective OPM business process, we need more detailed and current POS contract information.  Agencies began entering POS contract information into Core-CT in 2003.  We are now beginning to see data that is a clear improvement over the aggregate POS contract information agencies provided to OPM in the past.

To augment the Core-CT data, OPM is currently conducting a survey of the six POS agencies, the State Department of Education and the Board of Education and Services for the Blind.  As POS agencies increasing move from multiple, annual contracts with a single provider to multi-year master contracts for multiple programs with a single provider, data collection has become more complex.

To better understand the extent and nature of POS contracting, we have asked the agencies to provide us with additional information on both contractors and contracts.  For example, we now wish to know the type of contractor (non-profit, proprietary, or government entity) and the type of proposal (competitive or non-competitive).  We are also asking for a brief, high-level description of the services included in each contract.
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