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BRIEFLY...

Highlights of Report Number 26-12-002-03-370, issued
to the Assistant Secretary for Employment and Training.

WHY READ THE REPORT

Management and Training Corporation (MTC) operates
the Paul Simon Job Corps Center (MTC Paul Simon).
This report discusses how MTC Paul Simon did not
ensure best value was received by the government
when awarding sub—contracts and purchase orders.
While MTC is not required to specifically comply with
the Federal Acquisition Regulation (FAR), DOL policy
requires MTC’s procedures to be consistent with FAR
principles for fair and open competition. We questioned
costs totaling $1.3 million due to MTC Paul Simon’s
non-compliance with its own procurement Standard
Operating Procedures (SOP). The report also discusses
process improvements MTC, ETA, and Job Corps need
to make to ensure MTC Paul Simon future sub-contract
and purchase order awards comply with its own
procurement guidance.

MTC’s current contract with Job Corps to operate the
center covers the five-year period from August 1, 2008,
to July, 31 2013. The contract value totals
approximately $49 million, including $19 million for the
base 2-year period and $30 million over three option
years.

WHY OIG CONDUCTED THE AUDIT
Our audit objective was to answer the following
question:

Did MTC Paul Simon ensure best value when
awarding sub-contracts and claiming costs?

Our audit work was conducted at the MTC Paul Simon
Job Corps Center in Chicago, IL, and at the Chicago
Regional Office of Job Corps in Chicago, IL.

READ THE FULL REPORT

To view the report, including the scope, methodology,
and full ETA and MTC responses, go to:

002-03-370.pdf.

March 2012

MANAGEMENT & TRAINING CORPORATION
DID NOT ENSURE BEST VALUE IN AWARDING
SUB-CONTRACTS AT THE PAUL SIMON JOB
CORPS CENTER

WHAT OIG FOUND

MTC Paul Simon improperly awarded 8 of the 10 sub—
contracts managed during our review period. For the
eight sub—contracts, we questioned $1,101,414
because MTC Paul Simon did not comply with its own
SOPs. Specifically, cost or price analysis and
responsibility checks of the sub-contractors’ ability to
satisfactorily perform the sub-contracts were not
performed.

Issues were also found in the award of purchase orders
to vendors for 23 of the 50 expenditures more than
$3,000 that we statistically selected. For 16 of these
expenditures, MTC Paul Simon did not adequately
justify sole source procurements as required by its own
SOPs; and for 7 expenditures the center improperly
claimed costs for a grant awarded by the city of
Chicago. We questioned $224,198 for the 23
expenditures.

These conditions occurred because MTC Paul Simon
had not established a control environment, including
training and oversight, to ensure consistent compliance
with its SOPs. In addition, neither ETA contracting
personnel nor Job Corps regional staff adequately
monitored MTC Paul Simon procurement activities.

WHAT OIG RECOMMENDED

We recommended the Assistant Secretary for
Employment and Training recover questioned costs as
appropriate and direct MTC and MTC Paul Simon to
strengthen procurement procedures, training, and
oversight to ensure compliance with its own
procurement criteria. We also recommended that ETA
contract personnel and Job Corps regional staff review
all future MTC Paul Simon sub-contracts for
procurement compliance and approval prior to award.

ETA generally agreed with our findings, fully or partially
accepted our recommendations, and will require MTC
Paul Simon to request ETA approval before any future
sub-contracting awards. MTC disagreed with our draft
report, including our use of the FAR as criteria for sub-
contracting awards made by MTC. Based on the
responses of MTC and ETA, we adjusted the report to
reflect that MTC must comply with its own procurement
SOPs, which must be consistent with the FAR
principles to ensure best value.



http://www.oig.dol.gov/public/reports/oa/2012/26-12-002-03-370.pdf
http://www.oig.dol.gov/public/reports/oa/2012/26-12-002-03-370.pdf
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U.S. Department of Labor Office of Inspector General
Washington, D.C. 20210

March 30, 2012

Assistant Inspector General’s Report

Ms. Jane Oates
Assistant Secretary

for Employment and Training
200 Constitution Avenue, NW
Washington, DC 20210

Job Corps is a residential training program for disadvantaged youth where employability
skills are developed. Its training activities and living facilities are housed within 125
centers throughout the country. The Job Corps program is administered by the
Department of Labor’s (DOL) Employment and Training Administration (ETA) per
authorization provided by the Workforce Investment Act (WIA). Within ETA, the program
is managed by the Office of Job Corps, which consists of a national office and 6
regional offices. The Job Corps program’s budget for Fiscal Year (FY) 2010 totaled
about $1.7 billion.

Management and Training Corporation (MTC) operates the Paul Simon Job Corps
Center (MTC Paul Simon). MTC’s contract with Job Corps to operate the center covers
the 5-year period from August 1, 2008, to July, 31 2013. The contract value totals
approximately $49 million, including $19 million for the base 2-year period and

$30 million for 3 option years.

The FAR Subpart 44.302 requires ETA to determine the need for a Contractor’'s Purchasing
System Review (CPSR) based on, but not limited to, the past performance of the contractor
and dollar value of sub-contracts (generally $25 million). FAR Subpart 44.301 states the
objective of a CPSR is to evaluate the efficiency and effectiveness with which the
contractor spends government funds and complies with government policy when
sub-contracting. The review provides the Contracting Officer with a basis for granting,
withholding, or withdrawing approval of the contractor’s purchasing system." Furthermore,
FAR Subpart 44.303 states, “The 13 considerations listed in FAR Subpart 44.202-2 for
consent evaluation of particular sub-contracts also shall be used to evaluate the
contractor’s purchasing system, including the contractor’s policies, procedures, and
performance under that system. Special attention shall be given to:

(a) The results of market research accomplished;
(b) The degree of price competition obtained;

'ETA reviews each center operator’s procurement systems every three years. If the procurement system is
“approved,” ETA contracting officials reduce their oversight of the center operator’s procurement activities.

MTC Paul Simon Sub-Contracting
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(c) Pricing policies and techniques, including methods of obtaining certified cost or
pricing data...;

(d) Methods of evaluating sub-contractor responsibility, including the contractor’s use of
the Excluded Parties List System...;

(g) Planning, award, and post-award management of major sub-contract programs...;
and

(j) Appropriateness of types of contracts used.”

See Exhibit 2 for selected details on the FAR criteria ETA Contracting Officers use to
evaluate contractor purchasing systems.

DOL policy for conducting CPSRs (Section 4.9) states that it is in the government’s interest
to perform CPSRs when a contractor’s total combined business with Job Corps exceeds
$25 million. The policy further clarifies the center operators’ responsibility to establish
procurement policies and procedures that are consistent with the FAR. The DOL policy
states that under the terms of center operator contracts, Contracting Officers are
responsible for ensuring that contractors procure goods and services on behalf of the Job
Corps program in conformance with the contract provisions and principles detailed in the
FAR. Contracting officers can either review and consent to all sub-contracts for the
contract, or may approve the contractor’s purchasing system. The policy also states that
the FAR allows for approval of purchasing systems that demonstrate compliance with FAR
principles after a rigorous review of all purchasing manuals and procedures. Additionally,
MTC'’s corporate Standard Operating Procedures (SOP) require that its center processes
be consistent with government regulations.?

MTC had an approved CPSR. As such, MTC Paul Simon was required to submit only its
health and medical sub-contracts to ETA for consent prior to contract award. Additionally,
MTC Paul Simon’s SOPs were approved by ETA when MTC was awarded the contract to
operate MTC Paul Simon. If MTC Paul Simon sub-contracting execution is not consistent
with its SOPs, then ETA is authorized by the FAR to withdraw MTC CPSR approval.

Based on the responses of MTC and ETA to our draft report (Appendices D and E) and
subsequent communication, we revised our criteria to evaluate MTC Paul Simon’s
compliance with its own procurement SOPs and the SOPs consistency with the FAR
requirement for ensuring best value to the government. As such, our audit objective was
to answer the following question:

Did MTC Paul Simon ensure best value when awarding sub-contracts and claiming
costs?

To address our audit objective, we reviewed criteria that were applicable to MTC Paul
Simon’s procurement activities as of March 2011, including specific sections of the FAR,
Job Corps’ Policy and Requirements Handbook (PRH), contract provisions, and the
center's SOP. We analyzed MTC and Job Corps Chicago Regional Office assessments of
MTC Paul Simon operations and performed process walkthroughs with key MTC Paul

MTC SOP #13.01, General Purchasing Policy, dated January 1, 2011, Paragraph B.1.

MTC Paul Simon Sub-Contracting
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Simon and MTC officials, as well as ETA and Job Corps regional office staff. We reviewed
MTC Paul Simon’s SOPs to determine whether they ensured open competition and best
value to the government and tested each of the sub-contracts and expenditures? for
compliance with the SOPs. Our testing included a review of the MTC Paul Simon’s
sub-contracts to determine if the center obtained adequate price competition or properly
justified its absence; considered past performance, technical requirements, and ability to
comply with proposed performance and delivery schedules; and performed adequate cost
or price comparisons. We also determined whether documentation was maintained to
support claimed costs.

The audit covered sub-contracts managed and expenditures incurred by MTC Paul
Simon from April 1, 2010, to March 31, 2011. We examined all 10 sub-contracts
awarded by MTC Paul Simon during this period, totaling $1,905,111. We also reviewed
a statistical sample of 50 expenditures more than $3,000, totaling $622,244, from a
universe of 117 expenditures totaling $992,545. These expenditures were generally
initiated by purchase orders and were separate items from the 10 sub-contracts we
reviewed.

We conducted this performance audit in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objective. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions based on our
audit objective. Additional background information is detailed in Appendix A, and our
objective, scope, methodology, and criteria are detailed in Appendix B.

Results In Brief

MTC Paul Simon did not always ensure best value was received by the government when
awarding sub-contracts and purchase orders. We questioned costs totaling $1.3 million*
because MTC Paul Simon did not always comply with its SOPs and ensure best value to
the government. Based on our statistical sampling, we estimate that improperly awarded
sub-contracts and purchase orders may be as high as $1.8 million.

MTC Paul Simon improperly awarded 8 of 10 sub-contracts managed during our review
period. For the 8 sub-contracts, we questioned $1,101,414 because the center had not
complied with its own procurement procedures and ensured best value. Specifically,
cost or price analysis was not performed even though MTC Paul Simon’s SOPs require
those procedures, and responsibility checks (such as evaluating quality, delivery, and
technical aspects) as required.® Three of the sub-contracts were for physician services,
including mental health. As such, it was critical for MTC Paul Simon to ensure its

We also reviewed expenditures associated with purchase orders and other documents procuring goods and services, the
use of which is addressed in MTC Paul Simon’s SOPs.

*A final determination will be made by ETA as to the amount of excess funds paid by contractor to be recovered while
recognizing the value of goods and services received.

®MTC selection criteria for suppliers include quality, delivery, and technical aspects (SOP 13.01). We refer to this
evaluation as “responsibility checks” throughout this report.

MTC Paul Simon Sub-Contracting
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students received adequate medical care by performing responsibility checks.
Responsibility checks included technical skills, experience, and past performance in the
following areas: providing services to a diverse student population, ages 16-24; and
conducting mental health assessments, supervising treatment plans, and providing
individual and group therapy and training. In addition, MTC Paul Simon did not follow its
own SOPs, which required documentation to support $214,020 in payments made for
three of the sub-contracts. These costs are already included in the $1.1 million we
questioned because the awarding of the sub-contracts did not ensure best value.

Issues were found in the award of purchase orders to vendors for 23 of the 50
expenditures more than $3,000 we statistically selected. For 16 expenditures, MTC Paul
Simon did not adequately justify and document sole-source procurements and MTC
Paul Simon management approved the expenditures without verifying the adequacy of
the sole source justifications. For 7 other expenditures, the center improperly submitted
denied grant costs for sole-source purchases. We questioned $224,198 in total costs for
the 23 expenditures. The $224,198 represented 23 percent of the $992,545 in
expenditures tested. Based on our statistical sample, we are 95 percent confident there
were between $321,509 and $496,695 in potential questioned costs.

These conditions occurred because MTC Paul Simon did not always comply with its
own SOPs and training and oversight were not adequate. The center also did not have
sufficiently detailed procedures in place. As such, MTC Paul Simon had not established
a control environment to ensure compliance and best value to the government. In
response to our draft report, ETA generally agreed with our findings, fully or partially
accepted all of our recommendations, and modified MTC Paul Simon’s CPSR to require
ETA approval before any future sub-contracting awards. However, ETA requested we
clarify the relationship between the FAR criteria cited in our report and the contractor’'s
procurement SOPs. MTC disagreed with our draft report, including our use of the FAR
as criteria for sub-contracting awards made by MTC. Based on the responses of MTC
and ETA, we adjusted the report to reflect that MTC must comply with its own
procurement SOPs, which must be consistent with the FAR principles for fair and open
competition. The change in criteria and nothing MTC provided us caused us to change
our conclusions. In addition, neither ETA contracting personnel nor Job Corps regional
staff adequately monitored MTC Paul Simon procurement activities to determine if MTC
Paul Simon achieved best value through fair and open competition in its sub-contracting
(see Appendix D for ETA’s response to our draft report and Appendix E for MTC’s
response to our draft report).

We recommended the Assistant Secretary for Employment and Training recover
questioned costs as appropriate; direct MTC and MTC Paul Simon to strengthen
procedures, training, and oversight to ensure compliance with its own procurement criteria;
and direct ETA contract personnel and Job Corps regional staff to review all future MTC
Paul Simon sub-contracts and purchase orders for best value prior to award approval.

MTC Paul Simon Sub-Contracting
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RESULTS AND FINDINGS

Objective — Did MTC Paul Simon ensure best value when awarding sub-contracts
and claiming cost?

MTC Paul Simon improperly awarded sub-contracts resulting in more than $1.3
million in questioned costs.

Finding — MTC Paul Simon did not always award sub-contracts and purchase
orders or claim costs as required by its own procurement guidance.

MTC Paul Simon did not always ensure best value when awarding sub-contracts and
purchase orders. Based on our testing, MTC Paul Simon improperly awarded 8 of the 10
sub-contracts reviewed. For the 8 sub-contracts, we questioned $1,101,414 because MTC
Paul Simon did not comply with its own procurement procedures and ensure best value.
Specifically, cost or price analysis and responsibility checks of the sub-contractors’ ability to
satisfactorily perform the contract were not performed. In addition, MTC Paul Simon
improperly awarded purchase orders for 23 of the 50 expenditures more than $3,000 we
statistically selected. We questioned $224,198 for the 23 expenditures. In total, we
questioned $1.3 million® in costs claimed by MTC Paul Simon. However, based on our
statistical sampling, the total costs for improperly awarded sub-contracts and purchase
orders may be as high as $1.8 million ($1,325,712 plus $496,695).

These conditions occurred because MTC Paul Simon had not established a control
environment, including training and oversight, to ensure compliance with its own SOPs
and ensure best value to the government. Also, neither ETA contracting personnel nor
Job Corps regional staff adequately monitored MTC Paul Simon’s procurement
activities to determine if MTC Paul Simon achieved best value through fair and open
competition in its sub-contracting.

MTC Paul Simon’s SOP Requirements

When awarding sub-contracts and purchase orders, MTC Paul Simon is required by its
contract and the PRH to follow its own procurement SOPs. The MTC Paul Simon SOPs for
procuring goods or services and claiming costs include the following:

MTC Corporate Finance Policy SOP # 13.01, General Purchasing Policy

e B.1. Professional Ethics — Procurement shall be conducted to obtain what is
required, when needed, at the best overall value, always considering the lowest
practical price, economic quality and advantages of competition. Processes shall
be consistent with MTC policies end procedures, the applicable government
contract, government regulations, and other contracts as they apply.

®A final determination will be made by ETA as to the amount of excess funds paid by contractor to be recovered while
recognizing the value of goods and services received.

MTC Paul Simon Sub-Contracting
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e B.7. Source Selection Criteria — Supplier bids shall be evaluated upon best value.

Completed bid documentation will be reviewed by the appropriate level of
authority prior to commitment. Written requests for quotation shall provide
specifications in adequate detail for the purpose of pricing, quality, delivery, and
technical aspects, as appropriate.

B.7. a, & b. Market Research and Price Analysis — The buyer should
perform and document market research on an ongoing basis, and to the
maximum extent practicable, in order to locate suppliers or verify if a
supplier is the only source. The buyer should perform and document price
analysis on an ongoing basis, and to the maximum extent practicable. The
price analysis may be analysis either through lump sum or unit cost pricing

MTC Corporate Finance Policy SOP # 13.02, Purchasing Policy — Job Corps

B.7. a. & b. Bidding Levels and File Documentation — For purchases made
under the Major Purchase Policy (reference 13.04), minimum bidding
levels and the file documentation shall be followed.

a. Competition is required for purchases greater than $3,000
b. Where competition is required, the buyer shall seek to obtain the
following minimum number of vendor bids:
= Up to $3,000 — One quotation
= QOver $3,000 — Minimum of three quotations —mus t be in
writing.

MTC Corporate Finance Policy SOP # 13.04.3, Major Purchase Procedure — Job Corps

Procedures, 2.a. — The buyer shall ensure that the purchase is properly advertised
and/or solicited. Possible sources may be obtained through indirect solicitations
(newspaper advertising, the federal government point of entry, currently
FedBizOpps, and other public notices or advertising) and direct solicitations
(mailings and phone calls). If indirect solicitations do not provide the minimum
number of bidders, also use direct solicitations when possible.

Procedures, 2.c. — Competitive bidding practices are used as required. A sole
source justification memo shall be provided where competition, federal government,
or Corporate Strategic Agreement sourcing is not possible. The memo must be
completed prior to awarding the purchase.

Procedures, 2.k. — The buyer shall ensure for purchases greater than the Simplified
Acquisition Threshold ($100,000), the requirements for Cost or Pricing Data are
applied. Exemptions for Cost or Pricing Data include: price is based on adequate
price competition; price is set by law or regulation, and commercial items/services.
(Cost or Pricing Data requirements are outlined in the FAR clauses contained in the
Prime Contract.

MTC Paul Simon Sub-Contracting
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e Procedures, 3.d. and e. — If bidding is required, the buyer shall complete a Bid
Abstract form. The form shall show the comparative pricing for all bidders. The form
or attached memo shall indicate how the purchase was solicited, names of
newspapers with dates advertised, Federal government point of entry (currently
FedBizOpps), direct mailing (including name source), phone log, etc.

e Procedures, 4.c. — If the purchase is greater than $3,000, the buyer shall
complete a standard Award Justification form. If the procurement is
designated a sole source, a Sole Source Justification memo is required.
The memo shall be written and signed by the person who designated the
purchase as a sole source and also signed by the center director.

MTC Paul Simon’s SOP # 506.2(h), Purchase Orders-Preparation & Approval

e C.5. Buyer complete award justification form showing the reasons for
awarding the order to the successful bidder. If a sole source is cited, a
sole source memo must accompany. Ensure all documentation is
complete in accordance with local SOPs.

MTC Paul Simon’s SOP # 506.2(1), Internal Controls — Required Documentation

e A. Purpose — To establish a Standard Operating Procedure which govern
documentation that clearly demonstrates the reasons for procurement and
the propriety of actions taken.

e B.1. Policy — All actions involving the procurement of property or services
are thoroughly documented in the following ways:

a. Acquis ition justification

c. Bids obtained in accordance with center procurement policy

d. Justification for awards made to other than low bidder

e. Justification of sole source procurement where competition is not
involved

f. Applicable approvals of Center Management, MTC, and DOL

MTC Paul Simon’s SOP # 506.2(0), Sub-Contracting Procedures

e A. Purpose — To establish a policy and procedure for sub-contracting in
the performance of the prime contract.

e B. Policy — The policy is written in accordance with PRH, Chapter 5; MTC
Policy 500.1; and MTC Policy 310.8.

e C.4. Buyer ensure that the request for consent contains the following
elements when applicable to specific sub-contracts.

MTC Paul Simon Sub-Contracting
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Documentation supporting need for work to be performed.

Clear description of work, including schedules.

c. An accompanying cost breakdown that allows a determination of
reasonable costs.

d. Memorandum of negotiation.

e. Evidence of competitive bids, or explanations indicating why

competitive bides were not appropriate.

oo

MTC Paul Simon’s SOP # 506.2(r), Internal Control — Contract Employment of Health
Professional Sub-contractors

e C.2. Ensure that the recruitment of qualified health professionals is
reasonably wide-spread using such approaches as calls to individual
professionals, professional organizations, local hospitals/clinics; posting of
requirement with local hospitals and clinics; and newspaper
advertisements.

e C.3. Ensure that solicitations and subsequent contracts with health
professionals, utilize wording similar to Department of Labor’s Standard
Contracts for center physicians, Dentist, and Mental Health consultants.

Non-Compliance Resulted In More Than $1.3 million In Questioned Costs

We reviewed the 10 sub-contracts, totaling $1,905,111, managed by MTC Paul Simon
from April 1, 2010, to March 31, 2011. Additionally, we reviewed a statistical sample of
50 expenditures more than $3,000, totaling about $622,244, from a universe of 117
expenditures totaling $992,545.

MTC Paul Simon Sub-Contracting
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MTC Paul Simon did not consistently comply with its own SOPs resulting in questioned
costs totaling more than $1.3 million. Table 1 summarizes the types of non-compliance,
the number of instances, and the questioned costs for each type.

__________________________________________________________________________________________________________________________________|]
Table 1. MTC Paul Simon’s non-compliance resulting in questioned costs

Sub-contracts more
than $25,000 /
amount of
guestioned costs

Expenditures more than
$3,000 / amount of
guestioned costs

SOP Non-compliance

Responsibility checks were
not executed before 8 of 10 (80%)

sub-contract award®; Not applicable

Price analysis not performed $1,101.414
SOP #13.01 B.7.,a. &b.
Inadequate sole-source
justification, SOP # 13.04.3 Not applicable Sample: 16 of 50 (32%)
(Par B.4); SOP # 506.2(h), $82,359
C.5
Costs claimed for grant ]
awarded by the city of Not applicable Sample: 7 of 50 (8%)
: $141,939
Chicago.
Totals Sample: 23 of 50 (48%)
$1,325,712 I $1,101.414 I $224,198

*SOP # 13.01, Paragraph B.7 states, “Written requests for quotation shall provide
specifications in adequate detail for the purpose of pricing, quality, delivery, and
technical aspects, as applicable.” Responsibility checks include quality, delivery, and
technical aspects associated with vendor capability. In addition, responsibility checks
also include technical skills, experience, and past performance in the following areas:
providing services to a diverse student population, ages 16-24; and conducting mental
health assessments, supervising treatment plans, and providing individual and group
therapy and training.

Sub-contracts More Than $25,000 with Questioned Costs

As noted, we questioned costs for 8 of the 10 sub-contracts managed by MTC Paul
Simon. The following are examples of how MTC Paul Simon did not ensure
(1) compliance with its SOPs; or (2) best value to the government:

e In 2008, MTC Paul Simon awarded a $400,848 physician services contract with a
2-year base plus 3 option years to Rush University. Rush University had been
MTC Paul Simon’s physician services provider under the previous center
operator. In awarding the sub-contract, MTC Paul Simon requested bids on the
FedBizOps website and received two bids. Paul Simon awarded the sub-contract
to Rush University even though they were the higher bidder. MTC Paul Simon
did not comply with MTC Headquarters’ SOP # 13.01 when awarding the

MTC Paul Simon Sub-Contracting
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sub-contract to Rush University because responsibility checks and cost or price
analyses were not performed as required. Even though the ETA Contracting
Officer approved the award, the center did not document adequate justification
for selecting a higher bid as required by MTC Paul Simon’s SOP # 506.2(1),
B.1.d. As such, we questioned $234,192, which was the entire amount expended
on the sub-contract.

In 2008, MTC Paul Simon awarded a $413,934 mental health services contract
with a 2-year base plus 3 option years to Northwest Neuropsychology. In
awarding the sub-contract, MTC Paul Simon requested bids on the FedBizOps
website and received two bids. Paul Simon awarded the sub-contract to
Northwest Neuropsychology even though they were the higher bidder.

MTC Paul Simon did not comply with MTC Headquarters’ SOP # 13.01 when
awarding the sub-contract to Northwest Neuropsychology because responsibility
checks and cost or price analyses were not performed as required. Even though
the ETA Contracting Officer approved the award, the center did not document
adequate justification for selecting a higher bid as required by MTC Paul Simon’s
SOP # 506.2(l), B.1.d. As such, we questioned $225,476, which was the entire
amount expended on the sub-contract.

In 2008, MTC Paul Simon awarded a $395,515 dental services contract with a
2-year base plus 3 option years to Ashburn. MTC Paul Simon requested bids on
the FedBizOps website and then awarded the sub-contract to Ashburn because
it was the only bidder.

MTC Paul Simon did not comply with MTC Headquarters’ SOP # 13.01 when
awarding the sub-contract to Ashburn because responsibility checks and cost or
price analyses were not performed as required. As such, we questioned
$236,496, which was the entire amount of the sub-contract.

See Exhibit 1 for a list of the 8 MTC Paul Simon sub-contracts and exceptions where we
questioned costs.

Some Invoice Payments Lacked Adequate Supporting Documentation

MTC Paul Simon did not obtain required supporting documentation as required by its
own SOPs prior to payment for three of the physician sub-contracts we reviewed. For
these sub-contracts, required documentation to support billed hours was not obtained
and reviewed prior to payment. The three doctors had billed hours that were not
supported, totaling $63,918, $72,536, and $77,565. In total, $214,020 in payments
lacked adequate supporting documentation. These costs were included in the

$1.1 million we questioned because the sub-contracts were improperly awarded.

MTC Paul Simon Sub-Contracting
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Expenditures More Than $3,000 That Resulted In Questioned Costs

As previously noted, MTC Paul Simon did not comply with its own SOPs when awarding
purchase orders to vendors for 23 of the 50 expenditures more than $3,000 tested. For
16 expenditures, MTC Paul Simon did not adequately justify and document sole-source
procurements and MTC Paul Simon management approved the expenditures without
verifying the adequacy of the sole source justifications. For 7 other expenditures, the
center improperly submitted denied grant costs for sole-source purchases. The following
are examples of each type of non-compliance:

Inadequate sole-source justification — From our sample of 50 expenditures, MTC
Paul Simon sole-sourced 16 purchases. In all instances, the center did not
document justification for the sole-source purchases. As such, MTC Paul Simon
did not provide assurance that no other responsible party existed. In addition,
MTC Paul Simon did not perform responsibility checks prior to physician
selection. Furthermore, MTC Paul Simon did not provide assurance that cost or
price analysis was performed as required by its own SOPs. Consequently, we
questioned $82,359 paid to vendors for the 16 expenditures.

Improperly submitted grant costs — MTC Paul Simon claimed $141,940 for seven
expenditures related to a grant awarded to the center by the city of Chicago. In
accordance with MTC Headquarters’ SOP 13.01, MTC should have conducted
fair and open competition and awarded a purchasing instrument appropriate to
the circumstances. Under the grant, the city of Chicago reimbursed MTC Paul
Simon for academic training provided to Job Corps students by the Youth
Connection Charter School (YCCS), a Chicago Public Schools System charter
school program located at MTC Paul Simon. According to MTC, these training
costs were covered solely by the grant and were not charged to Job Corps. We
found that the city of Chicago denied MTC Paul Simon’s claims for the seven
expenditures we reviewed because the center missed voucher submission cutoff
dates, spent more than the available grant funds, and claimed building
improvement costs to redo work for which the city had paid the previous year.
MTC Paul Simon then improperly claimed the costs on reimbursement reports
submitted to Job Corps.

We questioned the $224,198 in total costs for the 23 expenditures. The $224,198
represented 23 percent of the $992,545 in expenditures tested. Based on our
statistical sample, we are 95 percent confident there were between $321,509 and
$496,695 in potential questioned costs because vendor selection did not comply
with MTC Paul Simon’s own SOPs.’

Non-Compliance Caused By Weak Control Environment

These conditions occurred because MTC Paul Simon did not always follow its own
SOPs as cited in this report, and training and oversight were not adequate. The center

The mid—point estimate was $427,160.

MTC Paul Simon Sub-Contracting
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also did not have sufficiently detailed procedures in place. MTC Paul Simon can
improve its procurement SOPs to include adequate documentation, evaluator
signatures, advertising, evaluations, and cost support. For example, specific guidance
on justifying sole source procurement should result in more effective efforts to solicit
multiple sources (such as market resource, direct solicitations) and improved
documentation of those efforts. As such, MTC Paul Simon had not established a control
environment to ensure compliance and best value to the government. In response to
our draft report, MTC disagreed with our use of specific FAR criteria when assessing
MTC Paul Simon’s procurement practices. Based on the responses of MTC and ETA,
we adjusted the report to reflect that MTC must comply with its own procurement SOPs,
which must be consistent with the FAR principles for fair and open competition. We also
believe that MTC’s response does not adequately address its inconsistent contracting
practices as defined by its own procurement guidance. The change in criteria and
nothing MTC provided us changed our conclusions.

MTC conducted a Corporate Program Assessment at MTC Paul Simon in April 2011. As
part of this assessment, MTC stated no concerns were found with MTC Paul Simon’s
compliance with SOP procurement requirements. In addition, neither ETA contracting
personnel nor Job Corps regional staff adequately monitored MTC Paul Simon’s
procurement activities to determine whether the center’s use of competition and best
value were achieved in its sub-contracting. MTC had an approved purchasing system
and MTC Paul Simon obtained consent from the ETA Contracting Officer for its health
and medical sub-contracts.

Recommendations

We recommend that the Assistant Secretary for Employment and Training require the
Management and Training Corporation to:

1. Strengthen MTC Paul Simon SOPs pertaining to procurement. Revisions need
to include the required documentation and evaluator signatures and the
specific steps to ensure sub-contracts and expenditures are advertised,
evaluated, awarded, and costs supported.

2. Repay questioned costs as appropriate. This includes ETA making a final
determination as to the amount of excess funds paid by the contractor to be
recovered while recognizing the value of goods and services received. This
also includes a final determination pertaining to the inadequately documented
invoice payments.

3. Provide training as needed to ensure procurement staff is proficient on its own
MTC Paul Simon procurement requirements.

4. Develop procedures for providing and documenting supervisory oversight of
MTC Paul Simon procurements.

MTC Paul Simon Sub-Contracting
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Also, we recommend that the Assistant Secretary require the Regional Job Corps Office
and ETA Contracting Officers to:

5. Strengthen procedures to ensure MTC Paul Simon complies with its own
procurement guidance when awarding sub-contracts and purchase orders and
claiming related cost. This should include reviewing MTC Paul Simon’s
procurement activities during on—site center assessments.

6. Review all future MTC Paul Simon sub-contracts for adequate procurement
compliance prior to approval.

We appreciate the cooperation and courtesies that ETA personnel and MTC Paul

Simon officials extended to the Office of Inspector General during this audit. OIG
personnel who made major contributions to this report are listed in Appendix F.

Elliot P. Lewis
Assistant Inspector General for Audit

MTC Paul Simon Sub-Contracting
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Exhibit 1

MTC Paul Simon Sub-contracts and SOP Non-compliance

This table summarizes the SOP non-compliance for 5 of the 8 sub-contracts where we
identified non-compliance. The non-compliance issues for the other 3 sub-contracts
(Rush University, Northwest Neuropsychology, and Ashburn) are discussed on pages 9

and 10 of this report.

Goods or
Amount of Service
Vendor Name Contract Provided SOP Non-compliance
MedClean $214,446 Linen Services e Responsibility checks not developed
and used
e Cost or Price Analysis was not
conducted or documented
Groot Industries 103,247 Waste ¢ Responsibility checks not developed
Management and used
Services o Cost or Price Analysis was not
conducted or documented
Tropical Optical 27177 Optometry » Responsibility checks not developed
and used
¢ Cost or Price Analysis was not
conducted or documented
Petty Exterminating 13,788 Exterminating e Responsibility checks not developed
Services and used
e Cost or Price Analysis was not
conducted or documented
Chicago Technology 46,592 Maintenance  Responsibility checks not developed
Agreement for  and used
Printers o Cost or Price Analysis was not
conducted or documented
Total $405,250
MTC Paul Simon Sub-Contracting
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Exhibit 2

FAR Criteria on Sub-contracting Used by ETA Contracting Officers

The following FAR subparts show what ETA Contracting Officers should do when
reviewing sub-contracting by center operators.

FAR Part 44, Subcontracting Policies and Procedures

FAR Subpart 44.202-2(a) (5) — Obtain adequate price competition or properly
justify its absence.

FAR Subpart 44.202-2(a)(7) and FAR Subpart 9.104—1 — Obtain a sound basis
for selecting and determining the responsibility of the particular subcontractor,
including past performance, technical requirements, and ability to comply with
proposed performance and delivery schedules.

FAR Subpart 44.202-2(a) (8) — Perform adequate cost or price analysis or price
comparisons and obtain certified cost or pricing data and data other than certified
cost or pricing data.

FAR Subpart 44.202-2(a) (11) — Adequately and reasonably translate prime
contract technical requirements into subcontract requirements.

FAR Subpart 44.201-1(b) Consent requirements — If the contractor does not have
an approved purchasing system, consent to subcontract is required by the
contracting officer.

FAR Subpart 52.216-7, Allowable Cost and Payment

e Subpart 52.216-7(a) Invoicing (sub—paragraph 1) — The Government will make

payments to the Contractor in accordance with FAR Subpart 31.2.

FAR Subpart 31.2 Contracts with Commercial Organization

Subpart 31.201-2 (d) Determining Allowability — A contractor is responsible for
accounting for costs appropriately and for maintaining records, including
supporting documentation, adequate to demonstrate that costs claimed have
been incurred, and are allocable to the contract. The contracting officer may
disallow all or part of a claimed cost that is inadequately supported.

MTC Paul Simon Sub-Contracting
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Appendix A
Background

Job Corps is authorized by Title I-C of the Workforce Investment Act of 1998 (WIA) and
is administered by ETA’s Office of Job Corps under the leadership of the National
Director and supported by a National Office staff and a field network of 6 Regional
Offices. The Job Corps program’s budget for FY 2010 totaled about $1.7 billion.

The purpose of Job Corps is to assist disadvantaged youth, ages 16—24, who need and
can benefit from a comprehensive program, operated primarily in the residential setting
of a Job Corps Center (JCC), to become more responsible, employable, and productive
citizens by developing employability skills. Its training activities and living facilities are
housed within 125 centers throughout the country.

MTC Paul Simon is located at Chicago, IL. On June 10, 2008, MTC was awarded
contract number DOL-JO8RA-00018 to operate MTC Paul Simon effective

August 1, 2008. The contract was for operations of MTC Paul Simon for the base 2-year
period August 1, 2008, through July 31, 2010, at an estimated cost of $19 million. In
addition, MTC was awarded 3 option years, for the period August 1, 2010, through

July 31, 2013, at a total cost of approximately $30 million. MTC Paul Simon has an
authorized On-Board-Strength of 354 students.

MTC had an approved CPSR. As such, MTC Paul Simon was required to submit only its
health and medical sub-contracts to ETA for consent prior to contract award.
Additionally, MTC Paul Simon’s SOPs were approved by ETA when MTC was awarded
the contract to operate MTC Paul Simon. If MTC Paul Simon sub-contracting execution
is not consistent with its SOPs, then ETA is authorized by the FAR to withdraw MTC
CPSR approval.

MTC Paul Simon Sub-Contracting
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Appendix B
Objective, Scope, Methodology, and Criteria

Objective

Based on the responses of MTC and ETA to our draft report and subsequent
communication, we revised our criteria to evaluate MTC Paul Simon’s compliance with
its own procurement SOPs and the SOPs consistency with the FAR requirement for
ensuring best value to the government. As such, our audit objective was to answer the
following question:

Did MTC Paul Simon ensure best value when awarding sub-contracts and claiming
costs?

Scope

The audit covered sub-contracts managed and expenditures incurred by MTC Paul
Simon from April1, 2010, to March 31, 2011. We reviewed the 10 sub-contracts, totaling
$1,905,111, managed by MTC Paul Simon during this period. Furthermore, we
reviewed invoices paid and associated with the 10 sub—contracts. In addition, we
reviewed a statistical sample of 50 expenditures more than $3,000, totaling $622,244,
from a universe of 117 expenditures totaling $992,545. These expenditures were
generally initiated by purchase orders and were separate items from the 10
sub-contracts we reviewed. The MTC contract to operate MTC Paul Simon was not
included in our review because it was awarded by ETA. In addition, no MTC Paul Simon
sub-contracts were awarded by ETA.

We performed field work at the MTC Paul Simon JCC located in Chicago, IL, where we
reviewed files, supporting documents, and performed interviews. In addition, we
interviewed the ETA contracting officer located in Chicago, IL.

We considered the internal control elements of control environment, risk assessment,
control activities, information and communication, and monitoring during our planning
and substantive audit phases.

We conducted this performance audit in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objective. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions based on the
audit objective.

Methodology

To accomplish the audit objective, we obtained an understanding of the FAR, and Job
Corps’ and MTC Paul Simon’s procurement regulations and policies. We conducted

MTC Paul Simon Sub-Contracting
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interviews with MTC Paul Simon officials responsible for procurement and invoice
payment.

To assess MTC Paul Simon’s internal controls over procurement, we interviewed key
center staff; reviewed applicable Job Corps requirements, including the Job Corps PRH,
applicable sections of the FAR, contract provisions, and MTC Paul Simon’s SOP;
analyzed the most recent Job Corps Regional Office Center Assessment and MTC’s
most recent corporate center assessment; and performed a walkthrough of the
procurement process. We identified and evaluated the internal controls that MTC Paul
Simon, MTC, and Job Corps had in place over the monitoring and approval of
sub-contracts as of August 2011.

Specifically, we obtained all supporting documents pertaining to the announcing,
performing responsibility checks, awarding the contracting instrument, and payment of
invoices of the 10 sub-contracts and 50 expenditures. We tested the completeness of
the 10 sub-contract files by conducting a meeting with MTC Paul Simon’s contracting
officer/purchasing agent and reviewing the contract files. We tested the completeness of
the check register by verifying check dates that were issued during our audit period, by
verifying that all checks were in sequential order, and by verifying that missing checks
had been voided by MTC Paul Simon.

The universe used in our audit consisted of the 10 sub-contracts and the 117
expenditures more than $3,000. We tested the 10 sub-contracts. For the expenditures,
we stratified the universe into 7 strata. Each of the 7 strata was based on the dollar
amount of the expenditures. The schedule below provides details on the range of
expenditures, total number of expenditures, and selected expenditures within each
strata.

Number of Number of Checks
Strata Range of Checks Checks in the ;
Selected For Audit
Strata

1 $40,000 — $52,000 4 4

2 $20,000 — $39,999 5 5

3 $10,000 — $19,999 13 9

4 $7,000 — $9,999 13 4

5 $5,000 — $6,999 23 8

6 $4,000 — $4,999 20 7

7 $3,000 — $3,999 39 13

Totals 117 50

MTC Paul Simon Sub-Contracting
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For sub-contracts issued by MTC Paul Simon, we obtained the contract files and all
supporting documentation provided by MTC Paul Simon. We reviewed the 10
sub-contracts, totaling $1,905,111, managed by MTC Paul Simon during April 1, 2010,
to March 31, 2011.

We tested each of the sub-contracts and expenditures® for compliance, including
awarding sub-contracts based on fair and open competition or justification of its
absence, cost or price analysis, technical requirements, ability to comply with proposed
performance and delivery schedules, and responsibility checks of past performance. We
reviewed 100 percent of the invoices for the 3 medical sub-contracts and more than 50
percent of the invoices for the other 7 sub-contracts to determine whether payments
were supported as required.

For purchase orders issued by MTC Paul Simon, we obtained the check register for the
audit period. From the check register we excluded checks related to payroll, checks less
than $3,000, payments related to the ten sub-contracts reviewed, and payments for
utilities. This left a universe of 117 expenditures. We then used statistical sampling to
select a sample of 50 expenditures.

A performance audit includes an understanding of internal controls considered
significant to the audit objective and testing compliance with significant laws,
regulations, and other requirements. In planning and performing our audit, we
considered whether internal controls significant to the audit were properly designed and
placed in operation. This included reviewing MTC Paul Simon’s policies and procedures
related to procurement. We confirmed our understanding of these controls and
procedures through interviews and documentation review and analysis. We evaluated
internal controls used by MTC Paul Simon for reasonable assurance that the awarding
of sub-contracts and payment of invoices were done according to federal and Job Corps
requirements. Our consideration of MTC Paul Simon’s internal controls for awarding of
sub-contracts and payment of invoices would not necessarily disclose all matters that
might be reportable conditions. Because of inherent limitations in internal controls,
misstatements, losses, or noncompliance may nevertheless occur and not be detected.

To achieve the assignment’s objective, we relied on the computer-processed data
contained in MTC Paul Simon’s check register. We assessed the reliability of the data
by (1) performing various tests of required data elements, and (2) interviewing MTC
Paul Simon financial officials knowledgeable of the data. Based on these tests and
assessments, we concluded the data was sufficiently reliable to use in meeting the audit
objective.

8We also reviewed expenditures associated with purchase orders and other documents procuring goods and services, the
use of which is addressed in MTC Paul Simon’s SOPs.
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Criteria
We used the following criteria to perform this audit:

Federal Acquisition Regulations,

Job Corps Policy and Requirements Handbook,

MTC Corporate Standard Operating Procedures, and
MTC Paul Simon Standard Operating Procedures.

Specifically, FAR Subpart 44.302 requires ETA to determine the need for a Contractor’s
Purchasing System Review (CPSR) based on, but not limited to, the past performance of
the contractor and dollar value of sub-contracts (generally $25 million). FAR Subpart
44.301 states the objective of a CPSR is to evaluate the efficiency and effectiveness with
which the contractor spends government funds and complies with government policy when
sub-contracting. The review provides the Contracting Officer with a basis for granting,
withholding, or withdrawing approval of the contractor’s purchasing system.® Furthermore,
FAR Subpart 44.303 states, “The 13 considerations listed in FAR Subpart 44.202-2 for
consent evaluation of particular sub-contracts also shall be used to evaluate the
contractor’s purchasing system, including the contractor’s policies, procedures, and
performance under that system. Special attention shall be given to:

(a) The results of market research accomplished;

(b) The degree of price competition obtained;

(c) Pricing policies and techniques, including methods of obtaining certified cost or
pricing data...;

(d) Methods of evaluating sub-contractor responsibility, including the contractor’s
use of the Excluded Parties List System...;

(g) Planning, award, and post-award management of major sub-contract
programs...; and

(j) Appropriateness of types of contracts used.”

In addition, DOL policy for conducting CPSRs (Section 4.9) states that it is in the
government’s interest to perform CPSRs when a contractor’s total combined business
with Job Corps exceeds $25 million. The policy further clarifies the center operators’
responsibility to establish procurement policies and procedures that are consistent with
the FAR. The DOL policy states that under the terms of center operator contracts,
Contracting Officers are responsible for ensuring that contractors procure goods and
services on behalf of the Job Corps program in conformance with the contract
provisions and principles detailed in the FAR. Contracting officers can either review and
consent to all sub-contracts for the contract, or may approve the contractor’s purchasing
system. The policy also states that the FAR allows for approval of purchasing systems
that demonstrate compliance with FAR principles after a rigorous review of all
purchasing manuals and procedures. Additionally, MTC’s corporate Standard Operating

ETA reviews each center operator’s procurement systems every three years. If the procurement system is
“approved,” ETA contracting officials reduce their oversight of the center operator’s procurement activities.
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Procedures (SOP) require that its center processes be consistent with government
regulations.™

'®MTC SOP #13.01, General Purchasing Policy, dated January 1, 2011, Paragraph B.1.
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Appendix C
Acronyms
DOL U.S. Department of Labor
ETA Employment and Training Administration
FAR Federal Acquisition Register
oIG Office of Inspector General
MTC Management Training Corporation

MTC Paul Simon  Paul Simon Job Corps Center as Operated by MTC

PRH Policy and Requirements Handbook
SOP Standard Operating Procedures
WIA Workforce Investment Act

YCCS Youth Connection Chartered School

MTC Paul Simon Sub-Contracting
31 Report No.26-12-002-03-370



U.S. Department of Labor — Office of Inspector General

PAGE INTENTIONALLY LEFT BLANK

MTC Paul Simon Sub-Contracting
32 Report No.26-12-002-03-370



U.S. Department of Labor — Office of Inspector General

Appendix D
ETA Response to Draft Report

.S, Department of Labor Assistant Socratary lor
Employment and Training

‘Washingson, D.C. 20210
OCT 24 201

MEMORANDUM FOR:  ELLIOT P. LEWIS
Assistant [nspector General for Audit

FROM: JANE OATES
Assistant Secretary 5“’ wlt m“’?
SUBJECT: OIG Draft Report Mo, 26-11-007-03-370,

“Management and Training Corporation Did Net Ensure Best
Valwe in Awarding Subcontracts at the Pawl Simon Job Corps
Cenrer”

This memorandum responds to the subject draft audit report, dated September 23, 2011, Draft
OIG Audit Report Mo. 26-11-007-03-370, “Managemeni and Training Corporation Did Noi
Ensure Best Value fn Awarding Subcontracts at the Paul Simon Job Corps Center.” We
appreciate the opportunity to provide input to this draft audit report and reitérate that Job Corps
center operators are not subject to all aspects of the Federal Acquisition Regulation (FAR), but
are accountable to the 13 considerations identified in FAR Part 44.202-2, the subcontracting
consent limitations identified in FAR 44.203, and an evaluation of contractor's purchasing
system under FAR 44,303,

Owur responses to the draft audit report's recommendations follow:

0IG Recommendation 1: Strengthen center SOPs periaining to procurement. Revisions need
1o include the required documentation and evaluator signatures and the specific steps 1o ensure
all subcontracts and expenditures are advertised, evaluated, awarded, and costs supporied as
required by the FAR.

Response: Management accepts this recommendation in part.

Management and Training Corporation’s (MTC) procurement polices minimally must meet the
requirements of FAR Part 44.303 and FAR Part 52.244-5. MTC"s Procurement Standard
Operating Procedures (SOP) should be based on sound procurement principles such as ensuring
the solicitation is clear, advertised, evaluated in a fair manner, and awarded at a fair and
reasonable price. MTC"s Contractor Purchasing System was approved in 2010. A copy of the
final report and approval memo are available upon request

We consider this recommendation resolved.
O1G Recommendation 2: Repay questicned costs tolaling 31,101,414, This includes ETA

making a final determination as to the amount of excess funds paid by the contractor to be
recovered while recognizing the value of goods and services received,
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Response: Management accepts this recommendation in part.

The O1G computed questioned cost based upen the following findings. Our remarks are
included with each finding below:

Table 1: Instances of FAR non-compliance resulting in questioned costs

FAR Subcontracts above Expenditures above
$25,000 / amount of $3,000 / amount of
Non-compliance questionad costs questioned costs
(a) Sub-contract award not
based on responsibility 8 of 10 (B0%) .
checks FAR Subpart $1,101,414 Nok appicabie
44 202-2 (a) (7) and (11)
(B) Inadequate sole source 4
justification FAR Subpart Mot applicable Sampbeség g;gﬂ (32%)
44.202-2 (a) (7) and (11) '
(c) Improper claim to DOL on
sole sourced purchases ' Sample: 7 of 50 (8%)
FAR Subpart 44.202-2 (a) ot appicania $141,939
{7) and (11)
Sample: 23 of 50 (48%)
Total......... $1,325.712 $1,101.414 $224.298

(a) We agree with the OIG in part. However, the OIG needs lo clanfy specifically what is meant
by “award not based on required responsibility checks™ as the items identified in the awdit
summary as responsibility checks are not responsibility matters but appear to be evaluation
criteria or factors. The FAR requires that the contractor have a sound basis for awarding a
contract to a responsible vendor.

(b) We agree with the OlG. Contractors are required to prepare justifications for sole source
awards and this must be documented in the contract file,

() We agree with the O1G. OCM will ensure the COTRS advised OCM Contracting Officers of
instances of disallowed cost and potential invalid invoice/voucher submission. OCM will

encourage the Job Corps Program to conduct a thorough audit of MTC's Paul Simon JCC
financial records.

We consider this recommendation resolved.

OIG Recommendation 3: Provide training as needed 10 ensure procurement staff is proficient
on FAR requirements.

Response: Management accepts this recommendation,
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All Job Corps center operators are required by the Job Corps Policy and Requirement Handbook
{PRH} to provide a minimum of 5 hours of professional development training, appropriate to the
work performed, to all center staff. OCM will ensure MTC provides appropriate procurement

training 10 staff responsible for purchasing center itemns and awarding center support
subconiracts.

We consider this recommendation resolved.

MG Recommendation 4; Develop procedures for providing and documenting supervisory
oversight of center procurement.

Response: Management accepts this recommendation in part.

OCM will direct MTC to update SOPs to provide for regulatory and statutory oversight, rather
than supervisory oversight.

We consider this recommendation resolved.

OIG Recommendation 5: Strengthen procedures to ensure MTC Paul Simon complies with the
FAR when awarding subcontracts and purchase orders and claiming related cost. This should
include reviewing MTC Paul Simon JOC procurement activities for specific FAR compliance
during on-sile center assessments.

Response: Management accepls this recommendation in part.

OCM will ensure MTC complies with regulatory requirements, Further, OCM will work with
OJC to provide tools to COTRs/Project Managers to assist in the monitoring of the purchasing
practices of MTC at the Paul Simon Job Corps Center.

We consider this recommendation resolved.

OIG Recommendation 6: Review all future MTC Paul Simon JOC subcontracts for FAR
compliance prior to approval,

Response: Management accepis this recommendation in part

MTC, operator of Paul Simen JCC, has an approved purchasing system; as such, the majority of
MTC subcontracts do not require Contracting Officer (CO) approval prior to the contract’s
execution. However, OCM will provide additional tools to regional COs to ensure a thorough
review of potential subcontracts and will reguire MTC 1o submit subeontract agreements for the
Paul Simon Job Corps Center to the Regional Contracting Officer. Further, OCM will modify
the MTC CPSR approval memo to reflect the exception for the Paul Simon JCC subcontracts.
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The Regional CO's review of subcontracts and purchase agreements will ensure: proper market
research, advertisement, competition, basis of award, and cost/price analysis or comparison has
been completed prior to granting approval 1o the contractor.

We consider this recommendation resolved.

Based upon the aforementioned responses, we anticipate the audit report’s recommendations will
be resolved and can be closed upon completion of the corrective action. If you have questions
concerming this document, please contact Linda K. Heartley, ETA's Head of the Contracting
Activity, in the Office of Contracts Management al (202) 693-3404,

Cc:  T. Michael Kerr, ASAM
Ed Hugler, OASAM
Edna Primrose, Job Corps
Darlene Lueas, ETA Audit Liaison
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Appendix E
MTC Response to Draft Report

! | ﬁnaglemem
i raining
" Corporatfon

SO0 N, Markatplscs Dr
Pk Box 10
Conterville, UT 24314

Lyla J. Pany Direcl; 801,6503,3750
Senior Vice Presigent Fax B1.882.2600
Chief Financtal Cificar and Secratary-Traasurar W A, com
Oetcber 19,2011

Ray Anmada

Offize of Inzpector Genersl
1L5. Depariment of Labor

200 Constitufion Avenne, MN.W.
Rooem 5-5500

Weshington, DLC, 20210

Fie: Response to Draft Audit Report — Audit of Paul Simon Chicago Job Corps Center
Dear M. Armnsda:

Manageimen! & Training Corporation (MTC) appreciates the opporlumity to respond to the Seplember
200 Dyt Awdit Report isseed by the Office of Awdit, Ofice of Inspector General {OIG), LS.
Department of Labor ((30L), regarding the Pan! Simon Chicago lobs Corps Center (“Panl Simon
Chicago JCC™). You mdicated that your audit ohjective was 1o detenmine “Did Paul Simon Chicago
awa-d contracts and claim costs in accordance with the Federal Acouisition Regulations (FARY™, Asa
prefice to our comments and in reference to your audit objective as stared in the audit report, we wanl (o
meke clear what our understanding is of the FAR. In geperal the FAR was written [or and applies 1o

gOVERINEI] Agencies,
BACKGROUND

The August |5, 200 | Statement of Fact (3OF) audit of Paul Simon Chicage JCC, states that it examined
wilether the Faul Simon Chicago JOC “awardfed] sub-contracts snd claim[ed] costs in accordance will
[the] FAR." The FAR provisions cited by the O1G in the SOF, however, do not apply to the awarding
of subeonteacts by Pacl Simon Chicago ICC. The 01("s assertion to the contary is an astonishing and
drasnatic deperture from well settled law and practice. From there the OIG changed citalions for it next
reports but has basically continued ta try 1o foliow the same premise.

THE OIG's FAULTY FREMISE

The Q1G5 Repart is based entirely on the fankty premise that MTC was requived to comply with FAR
requiremants (st do ot exist, The OLG insists that MTC, a3 a governnent contracior awarnding
subcontiaces, is siubject 1o the same procedural requirements the FAR imposes on the govermmant when
it avwards prine contracts, But, as pointed out by MTC and sumerses other Job Corps Center opemtors,
this {5 mod the faw. Becpuss the OFG continues to sat for itself an erroneous objective, it ends wp with an
istppantable md eroneons fndmg:

MTC Paul Simon Sub-Contracting
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120G O sjective — Did MTC Paul Simon award sub-contracts and chaim costs in accordancs with
FaR?

MG Fieding — MTC Pawl Simon did ot comply with speeific sections of the FAR when mwarding
sub-contracts and purchase orders,’

v MTC did not comply with specific scolions of the FAR when mwnrding purchase arders to
vendors for 23 of the 30 expenditures over $3,000 statistically selected.

* MTC had wot established a control cnviromnent, including procedures and oversight, o
ensure compliance with speeific sections of the FAIRL, Also, neither ETA contracting
personnel nor Job Corps regional stafl adequately monitored MTC Paul Sinon's
procurement activilies for comnpliance with contract-specilic sections ol the FAR,

According to the 010, the FAR is applicable 10 MTC - ns o conteacted cemer operator - because its
conalinnee is required by the PRH and by the MTC Peul Simon confract.

Itis true, s cited by the O1G, that MTC's contract to operate Paol Simon states that “[i]he center shal|
establish systems (o procure properly, services, and supplies in a cost-efficient and environmentally-
friendly manner in secordnnee with government policies, The contractor shall also establish systems to
provide procedures for receipt and accountability of government-owned property, matesial, and
supglies, in accordance with PRH 5.6." This quoted section, hewever, offers wothing to support the

QIG*s statenent that “the FAR iz applicable to contracted conter operators becapse its complinnce is
required ... by the MTC Paul Simon contract.”

And, while it is also troe, az eited by the OIG, that the PRH section 5.6 R states "Center operntors and
OASCTS contractors shall follow all applicable procurement regulations, wo include those contained in
the FAR,” there iz, again, nothing in this statement that supports the O1G's position regarding which
FAR provisions are “applicable” to Center operators’ subcontracting activities and how such provisions
are o be applicd.

Aganst (his paltry backdrop, the cwvent O1G Report takes e giant leap and sets forth a new set of
“[slpecific FAR requirements for cenless procuring supplies or services and claiming costs.™ The
specific FAR sections upon which the O1G now relies are set oul below in regular text. Curiously, the
OIG omits portions of the cited FAR sections — the portions that appear below in bald itnlics -
presnmably beciise such sectiens undercut and render insuppertable the position taken by the OIG
here:

»  FAR Subpan 52.244-5, Comperifion fn Swbconiracting

FAR Subpart 32.244-5 as prescribed in FAR Subpart 44.204(c) -
The Contractor shall select subcontractors (including suppliers) on
a compelilive basis o the maximum practical extent consistént
with the ohjectives and reguirements of the contvact,

e FAR Pari 44, Sebcantracting Policles and Procedives

L Tha new Draft Report replaces the previously unidentled FAR provishons relied upen by the OIG In claiming
MTEC wae non-cormplaint, with drations Lo Part 44,
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FAR SUBPART 44.2 CONSENT TO SUBCONTRACTS
A4, 200-2 Consialerations,

() The comtrncting offfeer responsible for consent imnsi, af a
i review e request aud suppariing date and consider the
Solfawlng:

FAT Subpan 44.202-2(a)(5) - Obtain ndeguate price competition or
jwopesty jusify its abssnce. [In faet, this section actually ssks the
C.0, to congider ' Way adegunte price conpefition obtalned or ils

whrerice praperly Jusifled?"

FAR Subpart 44.202-2(s)(T) and FAR Subpart 9.104-1 — Obtain a
sonnd basis for selecting and determining the responsibility of the
parlicular subcontractor, including past performance, lechnical
reguirements, and ability to comply with proposed performance and
delivery sehedules. [In fact, this section actually asks the C.0. to
consider ' Does the contractor have a sound basis for selecring aml
wleteraninlng the responsibifity of tire particnlar comirachor?™ and
mrkes po reference whatsoever to FAR 9.1 04-17.

FAR Subpnrt 44.202-2(a)(8) — Perform adequate cost or price analysis
or price comparisons and obtain cenified cost or pricing datn and dota
oller than certified cost or pricing data. [Again, tis seclion actually
asks the C.0 to consider “Has the confracter performed adeqinnte
cost or price niralyels o price comparisons and obfafned cerifTed
casf ar pricing dute and iato other than certiffed cost or pricing
diata? ]

FAR Subpart d4.202(a)(%) - The proposed sub-contract type should be
appropriate for the risks invalved aind be consistent with curdréint
policy. [And again, this section actuelly asks the contracting officer to
consider “I5 fhe proposed subeoniract fype appropricte for the risks
finvalved aoved consistent with carrent policy? ")

FAR Subpart 44.202-1a¥ 1 1) - Adequately and reasomably transkate
prime contract technical requirements info subcontract requirements.
[Arsd Binally, again, Uhis section actually asks the contracting officer to
consider “Hay the coniraciar adequiely auwd reasemnably ireasivied
Pt eontraet feclnical reguiremenis ity subeonfraed
reguifrenients ™

#  FAR Subparl 52.216-7, Alloveable Cost aend Paynreni
Subpart 52.2 16-T{a} frvoiciug (sub-paragraph )= The
Goverminent will make payinents to the Conlrecier in accerdance
with FAR Subpart 31,2,

s FAR Subparl 31.2 Coniracts witlh Connnerciol Qrgmnizalion

3

® It Is critical to note that SUBPART 44,2 applies to stualions whire cantracting affizer consent to subcanlracling
Is required. This Is only true for a very small portion of MTC's subcontracting activities,
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Subpart 31.201-2 (d) Derermining Allowability - A conteacior is
responsible for necounting for costs approprintely and for
maintaining recoeds, including supporting documentation,
adequate 1o demonstrate that costs claimed have been incureed,
and are ullocable to the contract. The contracting officer may
dizallow all or part of n claimed cost that is inadequately
supporied.

The new Deaft Report continues to be based upon mn entirely fanlty premise regarding the application of
The vited Federal Acquisition Regulations and, therefores, eannot stand,

THE FAR FROVISIONS CITED BY THE OIG DO NOT IMPOSE REQUIREMENTS ON MTC

FAH Subpari 52.244-5, A contractor such as MTC is required to select subcontractors on &
cotnpetitive besis (o the maximum practieal extent consistent with (e obfectives and regnirements of
its contracl. This section does not mandate full and open conpetition in all or even most instances, nos
does it impose all or any of the requiroments of Part 6 on contractors in terms of the availoble bases
andfor justification for limived or non-competitive awards,

FAR Subpart 44,2, FAR Subpart 44.2 does not impose specific reguirements on MTC, nor areg the
conitents of this Subpait contractually flowed-down 1o MTC, FAR Subpart 44.2 addresses the siluation
whene  prime contracior is required 1o "notify™ the commeting officer of, and obtain the contracting
officer's “congent” fo, the prime contractor’s award of a particular subcontract or subcontracts, This
“con:sent” process, where applicable, is very general, Said another way, FAR Subpart 44.2 does not
specify reguirements subcoatrects must meet to obtain conteacting officer consent, it seis forth
“considerations”, Government consent to subcontracts, when required, is elearly intended to bea
flexible process in which the contracting officer has broad discretion.

FAF 44.202-2(a) beging as follows: "The contracting officer responsible for consent must, at a
i, review e reqieest and supporting dma asd eovsider the following! ... "{Emphasis added).
The FAR goes on 1o list thirteen questzons for the contracting offieer 1o consider, five of wiich dre cited
by the OIS as the basis for its findings here, namely: (a){5) "Was adequale price competition obtnined
or its absence properly justified??, (a)7) "Does the contractor have a sound basis for selecting and
determining 1he responsibility of the particular subcontractor?; (a)(8) “Has the contractor perfonbed
adespunte cost or price analysis or price comparisons and obiained certified cost or pricing data and dota
other than certified cost or priciug duta™; (a)(9) *1s the proposed subeontract type appropriate for the
risks involved and consistent with current policy?; and {2} 11) "Has the coniractor adéguately and
reasonably iranslated prime contract 1echnical requirements into subeoniract reguirements”. Nowhere
doey the FAR say that consent is 1o be denied, or pranted, depending on the answers o any, some, or il
of these guestions. Yel on the basis of these general considerations the QIG now secks Lo imposs on
coniracted Job Corgs Center opermors o long list of new obligations,

Only 4 subcontracts (Professicnn] Health Services enly, based on the contract requirements) at Paul
Simon were subject to the FAR Part 44.2 "consent™ requirements iipesed apon comiricling officers.
Anc the files confirm that these were expressly consented to by the DOL contracting officer, There is io
indication that the contracting officer did not "cansider™ all relevant fictors in this process and, even if
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there was, such failure to consider on the part of the contracting officer would not eanstitute non-
compliance by MTC.

FAH 9.104-1, The OO also cites 1o FAR 9.104-1 as applicable to MTC s subcontracting activities.
This provision sets forth general standards for determining whether o prospective contmetor is
respansible, The policy wnderlying this provision is found in FAR 9.103(b): "No purcliase or award
shall be made unless the contraciing afffcer makes an offirmative determination of responsibility,” As
is thz case with the cited consent provisions, FAR 9,104 applies 1o the contrueiing offfcer s selection of
prime centiactors. [t does nol suggest, let alone mandate, procedures thal a prime contractors must
follew in selecting its subcontractors. Mor was this FAR provision contraciually flowed-down to MTC
in its Paul Simon contracl,

FATt Subpart 522167 & FAR Subpart 312, MTC objects to the OIG's methodology for

determining the amount of questioned costs. The OICG questions the entire subsontract valee of any
stibcontract awarded using procedures that it finds “noncompliont.” This is wrong, In ench instance
cited in the audit, the Job Corps received valunble goads and or services in return for the payment made
(through MTC) to the subcontractor. The hypothetical detriment to the Job Corps, ifany, of MTC's
theoretical *noncompliance” cannot and does not mean the Job Corps did not receive significant value
fiom the subeonmractor costs. Indesd the value of any allsged noncompliance, if such actually existed,
would b2 at most a smnll frection of the subeontenct value,

THE OIG"s REPORT CANNOT STAND

ML opposes the OIG's draft findings, and the manner in which it has gone about reaching these
findings. In this regard il is imponant to note that MTC was denied an exit conference vegarding the
QIG*s proposed findings, allegadly because of the extent of disagreesnant between the parties. The
exisience of a strong difference of opinion on the issues central to the OIG"s findings s a remarkable
and particularly unacceptable reason for denying & contractor a conferznce.

MTZ has taken all the necessary and appropriate steps 1o ensurg that best value is recerved by the
government in connection with its subcontracting activities for the operation of the Paul Simon Job
Corps Center. Accordingly, MTC disputes the OIG's findings, as well as the reconmendation tha
MTC repay the questioned costs, particularly since the O1G questions MTC's subcontracting costs
based upon “non-complinnce with the FAR."

MTZ has an approved purchasing systen, Where such a system is required, Part 44,301 direots the
conlracting officer 1o “evaluate the efficiency and effectiveness with which the contractor spends
Government funds and complies with Government policy when subcontracting™ under such system.
This evaliation looks at market research, degree of price competition, pricing policies and technigues,
metheds for evalunting subcontractor responsibility, CAS compliance and managenent, among other
clements. The contracting officer dogs maf require or examineg whetler a contractor conducts its
subeontracting activities as an agency would be required to: in strict compliance with the FAR, mov can
five OIG.

* It Is alzo important to note that MTC has elght (8] open annual purchase ardars - basically blanket purchase
agreaments - at Faul Simon Chicago. Tha "consent” process does not apply to these types of arrangements,
unless they are for Professional Health Services. Foar of the elght {the remaining fowr purchase orders are for
Professional Health Services and contracting officer’s consent was obtained) allegedly Improper expenditures
nated Inthe Dralt Report are blanket purchase-type arrangements — agreements thal cover future purchase
orditrs that atay be issued. These are nol contracts, FAR 16.703{a){3) ("A basic ordering agreement ks not a
coniract”); 16, 702[2)(2) (A basic agreement 1s not a contract."); Crewsers FireCrew Transpert, Inc. v, United
Srates, US Court of Federal Claims Mo, 10-819C, lanuary 28, 2011("It s weifl established that BPAs are not
coniracts").
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The specific bases and suppost for MTC's oppasition are set out below, Please note that much of what
is containcd in this Response has already been provided, in writing, to the OIG. Inexplicably, however,
despite MTC's detailed aad imefilable support for almost every cost challenged by the OIG, the latest
Drafl Repon containg the same or similar insupporiable recitations and conelusions as the previous
drafls, In oller words, It appears the 01G has not taken into account any of the substantinl and
irefitable materfal snbmitied 1o date by MTC, And, in those rare instanees where such informntion
his been taken into account, the current Draft Reporl simply raises new and equally insuppormble
grounds for challenging MTC's subcontracting activities and costs. Plesse note that MTC's pricr
filings are incorporated, by reference, in iheir entirety here,

MTC Panl Simon’s Non-Compliance Resulted in $1.1 Million in Questioned Cast

16 Finding - Su

The following are exnmples cited by the OIG of non-complisnce with the applicable sections of the
FAR for 1he sub-contracts followed by MTCs response.

Cited Exampie | - Rush Un jversity
QG Staterszm — Rush University Suboaniraci

I 2008, MTC Paul Simen awarded a 2 year base plus 3 oplicn years $400 848 physician services
contract to Rush University. Rush University had been Faul Stmon's physician services provider under
the last center operalor, In awarding the sub-contract, MTC Panl Simon requested hids on the
FedBizDpps website aird received two bids, Paul Simon avearded the sub-contract to Bush University
ever though they were the higher bidder. The center*s procurement records did not note wliy 1le lower
bidder was not awarded the sub-contract. (The 2 base years plus | eption year had expired based on cur
andit period for a 1o1al of $234,192, which represented $8% of the contrael dollars expended.)

MTC Pawl Simeon did not comply will the FAR Subporis 44, 202-2(a)(7) and (8), and FAR Subpart
%.104-1 when awarding the sub-contract to Rush University. A cost or price analysis was not pesfonmed,
a responsibility check of the sub-contractors ability to satisfcionily perform the contrmel was nol
pesfarmed, and the center's justification for selecting a higher bid was documenied, but not adequate.
As such, we questioned the entire smount of 1he sub-contract expended $234, 192,

M Response — Rush University Sibeonirac

MTC disagrees with this finding. The OIG cited FAR 9.104-1 as applicable to MTC's sulbsconrecting
nefivities. This provision scis forth general standards for determining whether a prospeciive contractor
iz reapongible. The pelicy widerlying this provision is found in FAR 9.103(b): "Mo purchase or awerd
shall be made unless the conirveffng afffcer makes an affivmative determination of responsibility.” As
i# the case with (he cited conzent provisions, FAR 9104 applies to the confraciing offfcer s selection of
prime contractors. [t does not suggest, lot alons mandate, procedures that a prime conlractons must
Follew i selecting its subceniractons. Ner was this FAR provision contractually fowed-down 1o MTC
it i1s Panl Simon Chicago contract.

The contracting officer must review and congider FAR Subpart 44, 202-2(a)(7) and FAR Subpart
44.5:02-2{a}(8) belore providing consent to subcontracts. ‘This contract was approved by MTC's
Regional Contracting Officer and consent was obtained per FAR Subpart 44.2, *Consent to
Subcontracts.” There is nothing 1o indicates the contracting officer did ot perfonm his or her
vequirements adequately aithough the QG would inply otherwise. Again the items being cited are
requirements of the contracting officer and not the contractor,
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The responsibility checks MTC performed included a valid license, valid cenificate of msurances, and
résumé showing past perfarmance of the medical provider wilh approximately 13 years successful
experience with the Job Corps center were considerations in awarding this subcontiact as stated in the
center's juslification below. MTC also did an Bxcluded Partios List System (EPLS) check af this
provider to verify that the provider was not on the government's debarred list. MTC followed our DOL
approved Purchasing Policica/SOPs, These responsibility checks and EPLS verification were provided
to the contracting officer for consideration during the consent evaluation process with this subeontract,

Per the following justification summary, which was in the coniract file submilted to OIG, there was a
legitinate justification for swarding the contract 1o the next highest bidder, We feel the following
Justification sinumary 15 mers than adequate 1@ justify vendar selection,

This subcomract was identified as a provider in MTC's original Paul Simon Chicago Job Corps Center
opetalions propoesal, which was reviewed aind npproved during the proposal process and incorporated
inte the prime contract,

Justification Summary:

Recommendation for decision regarding contracts for Physician Consuliant:

Center Phystelan

Dr. Joyee for Ceater Phystoian- I recommend retaining Dv., Joyee, She has over 13 years
of sxperience working with Job Corps. Dr. Joyee's underatanding of the Job Corps
program allosws her to practice quality medicine with a facus on keeping within the cost
of the medical budget, Her specially is in adolescent medizine with Board Certifieation,
D Toyce works with & group of physicians st Rush University Medical Canter whete
plussician coverage is available Ifnecessary In her absence, which fs rare. Her
communily linkages provide added benefits to the studonts she serves. The MTC and
DOL assessments in 2007 wore a roflcetion of the outslanding pecformance of our Center
Pirysician, In an effort to continte to meet and exceed program requirernents Dr. Joyoe
shemld be retained, We ave focusing on student and staff vetenition by stabilizing the
tartover rate in tho health services depariment.

There is ashorfage of healtlcars providers as demonstrated by the shigle proposal
received for the Ceater Phiveician position. The cosl of the ona hid submitied is lower
{bid $92) than the cost of the current physician (bid%115), The lower bid is vellealive of
thse bidding physician’s qualifieationa. The bidding physician is underqualified in
coinparison to the curcent ceater physician. The bidding physiclan lacks independent
medical practice in the 118, The bid was submitted without cinrent licenses or liabilily
insuranceto roview, The physician is newly trained (sinoe 2005) in Nigesia, ] am
unsues if the physician has admilting priviloges fo any hospltal. The physiian iz
curently & patient cave volmbesr pt St Joseph Hosplial, This can poss a potential
prehism with lack of follow up for total patient care. The physician lecks board
cerliffcation, an added ecedantial lo demonstrate continuation of education and cuxent
competenoy n practice. Having limited expevience can be costly for the center when it
comes 1o the trestment epproach. Lok of experience con present a significant increase in
gost ns it telates to the medioal budget,
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Cited Example 3 - Morihwast Meuropsychalogy
OFEF Sterement = Nortlnvest Nenropsyehology Swbeoniract

In 2008, MTC Paul Simon awarded a 2-year base plus 3 option yeers $413,934, mental bealth services
conl et to Morthwest Meuropsyehology. In avarding the sub-conteaet, MTC Paul Simon requested bids
b flie FedBizOps website and received two bids. Paul Simon avarded the sub-coniract 1o MNorthwes!
Newropsychology even though they were the higher bidder, The center's records did not siate why the
lower bicder was nol awarded the sub-contraet (The 2 bases plus 1 option year had expired based on our
nudit pericd for a totaled of $225,476),

M Paul Simon did net comply with the FATR Subparts 44.202-2(a)(7} end (8), and FAR Subpard
2.104-1 when avwarding the sub-contract to Norlwvest Meuropsychology. A cost or price analysis was
ot performed, 8 responsibility check of the sub-contractors ability 1o satisfrctorily perform the conteact
was 1:0l performed, and the center's justification for selecting a higher bid was documented, but not
adequate, As such, we questioned the entire amount of the sub-contract sxpended $223,476.

MTC s Response — Novthwest Nenvopsyehalogy Subcortract

MTE disagrees with this finding. The OIG cited FAR 9.104-] as applicable to MTC's subcontracting
aclivities. This provision sets forth general standards for determining whetlier @ prospective contractor
is responsible. The policy underlying this provision is fonnd in FAR 2.103(b): "Mo purchase or award
shal be made unless e contracting offfeer makes an affinnative detenmination of responsibility.” As
is the case with the ched consent provisions, FAR 9,104 applies to ihe confraciling offfcer s selection of
prive cantractors. [ dess not suggest, et nlone mandate, procedores that & prime contractors inust
follow in selecting its subcontractors. Mor was this FAR provision centmetually fowed-down 1o MTC
in itz Paul Simon Chicage contract,

The contracting officer must review and consider FAR Subpart 44.202-2(=)(7) and FAR Subpart
44 202-2(a)(8) before providing consent to subcontracts, This contract was approved by MTC's
Regicanl Contracting Officer and consent was obtained per FAR Subpart 44.2, "Consent to
Subcontiacts.” There iz nothing o indicale the contracting officer did not perform his or her
requirements adequately although the OIG wonld imply otherwise. Again the items being cited arc
requirenients of the contracting officer and not the contractor.

The responsibility checks MTC perfonmed included a valid license, valid certificaie of msurnnces, and
résumd showing past performance of the medical provider with approximately 19 years suecessiul
eiporicnee in the Mental Health ficld were considerations in awarding this subcontract, as stated in the
center's justification below, MTC also did an EPLS check of this provider 1o verify thal the provider
was ned oo the povermment®s debarred list. MTC followed our DOL approved Purchasing
Policies/S0Ps. Thess responsibility cliecks and EFLS verification were provided (o e contiacling
offizer for consideration during the consent evaluation process with this subcontract.

Thix subeentract was identified ns a provider in MTC's original Faul Simen Chicago Job Cormps Center
operations propasal, which was reviewed and approved during the propoesal process and incorporated
into the prime comtrac,

Per the following justification summary, which was in the contract file submniited to OIG, there was a
legitimate justification for awnrding the contract lo the cext highest bidder. We fzel the following

just’ fication summmary is mare than rdeguate to justify vendor selection of Dr. Alexander Eschbach who
1% ke owner and sole proprietor of Nortiwest Neuwropsychology.
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Justificalicn Sunmary:
Hecommendation for declsion regarding contract for Center Mental Health Consultant:
Crater Mantal Health Consultan
Dx. Bechbach for CMHC- He i a payohologist with over 19 yoars experienco. He has
identified and utilized essessinent tools fo assist in the retention of our rapidly growing
mental healih studont population. Ha hes established relationships with communlty
linkages which provide edded benefits to the students. Ho is an cxcollent trainey and
conducts & varlety of training sessions throughout the year, He has beena vital member
of the Weilness To Employability Commiltee and waa selected as a presenter at the
Nationel Wellness Conference 2003, The MTC and DOL pescssments in 2007 were o
reficotion of tho outstanding performance of our Center Mental Health Consultaat. Ho is
veed experience working with the SCL-90 or fhe TOVA{cucrent assessment tools used hy
psychologist to assist with screcning and retention as it relates to emotional and
behavioral well being of Job Corps sludents). Tu an effort to continue to mjest aud
exvoed program reqnivenents the corent CMHC should be refained, '

There was only one proposal reeived from s psychologist. The cost of the bid submitted
is lower(bid 398) than the cost of the eurrent CMHC(3103), The bidding psychologist
lecles exporience practicing in her profession due limited time in the field (since 2004),
Also, the bidding psychologist is under qualified in comparison to the current Conter
Mental Health Consultant. She lacks experience working with edelescents in this type of
selling, The bid was'submitted without cinrent license or lisbility insurance to review,
Heving limited experionce can ba costly for the center when it comes to the treatinent
approach, Lack of experience can present a significant increase in cost as it relates to the
medical budget, - .

Cited Faainple 3 - Ashbyum
(0 Sreemenr = Ashbieh Subconfeact

; i i demial services
In 5008, MTC Peul Simon awarded a 2-year base plus 3 option years £395,515, :

contract to Ashbum. In awarding the sub-conteaet, MTC Paul Simon requested bids on the

Fed BizOps websile and received only one bid, Peul Simon awarded the sub-coniract Lo )
Ashburn the only bidder. (The 2 base years plus | oplion year had expired during on our audit
period for a total of $236,496.)

MTC Paul Simon did not comply with the FAR Subpants 44.29?.12{11{'?] and (8}, Iand FAR i
Subpast 9.104-1 when awarding the sub-contract 10 Ashbum, Neither a cost or price anu.ljrm
nor & responsibility check of the sub-contractors ability to satisfacterily perform the contrac
was performed. As such, we questioned the entire amount of the sub-contract expended
$230,496.

MTC s Response — Ashburn Subconfracl

ith 1 ¥ i . pli ' Ling
WTC disagrees with tsis fmding. The OIG cited FAR 9.104-1 as E!Jrhﬂ'l.ﬂﬁ 10 MTC's subconirag :
acti.vilh::-_ﬂ';'hig. provision sets forth genesel stodards far determining whellser a prospective contracior

g
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is responsible. The policy underlying ihis provision is found in FAR 9.103(b): "No purchase or award
shll e made unless the comreaciting afffeer makes an alfirmative determination of responsibility,” As
s the cage witl the cited consent provisions, FAR 9,104 applies 1o the conireciing afficer’s stlection of
prime contaciors. |1 does not suggest, lel alone mandete, procedurcs that & prime conlractors imust
foﬂnw in selecting its subcontraciors. Nor was this EAR provision contrmctually Mowed-dovn to MTC
i its Faul Simon Chicago contract,

The contracting officer must review and consider FAR Subpart 44,202-2(=)(7) and FAR Subpant
44.292-2(a)(8) before providing consent to subcontracts. This contract was approved by MTC's
Regional Contracting Officer and consent was obtained per FAR Subpar 44.2, “Congznt to
Subtontracts.” There is nothing 1o indicate the comtracting officer did vat perfonm his or her
requirenients adequately although the OIG would imply etherwise. Agnin the items being cited ars
requiresnents of the contmeting officer and not the contractor.

The responsibility checks MTC performed included & valid license, valid centificate of insurances, and
réswiné showing past performance of the mesdical provider with uppreximately || years successful
experience with the cenler were coasiderations in swarding this subcontract, ag siated in the center's
Justification below. MTC also did an EFLS check of this provider to verify that the provider was not on
the governinent’s debarred list, MTC followed our DOL approved Purchasing Palicies/SOPs, Thesc
resposibility checks aud EPLS venfication were provided ta the contracting ofTicer for considernmtion
during the consent evaluation process with this subcontract,

This subcontract was identified as & provider in MTC's original Paul Simon Chicago Job Carps Cearter
operations proposal, which was reviewed end approved during the proposal process and incorporated
inta the prime contigct.

The foltowing 15 @ sumunary of specilic FAR non-complinnce for the ¢ight sub-caitracts for which the
OIG questioned costs:

Sub-Contracts with FAR Nen-Complinnce

Goad ar
Amopent of Bervice
Viidar Nanig Conlract* Provided FAR Non-Cemplinnce lsues
hledClenn §214.446 LEnen Services = Respornibility chistks pal developed and
wasd
= Coal or Price Annlysis wns mat condwcicd or
documenled
Groot lndustries 103,247 Watie ® Respansibility checks ool developed nnd used
Masegement ® Cost o Price Analysis vns nal conducied or
Servicas _documenicd
Trapical Optical 21477 Ciptomelry » Respansililiny checks ned developed and wsed
» Coal or Price Aralysis wes nol cosducted o
dosumenizd
Petty Exterminating 13,788 Exterminaling o Hesponstbility hecks nof developed end el
Services » Uosl or Price Analysls was nod cornducied or
< daommeiled
Chicago Technology 46,502 Malstenanie * Nespensibilily thecks nol developed serl uscd
Agrozmenl for e Coul o Price Annlyzls was not condusted or
Feimlces decuimenied
Tatal 5405,250
10
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M Cremeral Response:

MTC disagrees with the above findings. The OIG cited FAR 9.104-1 as applicable 1o MTCs
subcontracting activities. This provision sets forth general standards for determining whether a
prospective corlracion is responsible, The policy underlying this provision is found in FAR 9.103{L):
"Mo purchase or award shall be made unless the confracting offTeer makes an affinmative determination
of responsibility.” As is the ense with the cited consent provisions, FAR 9,104 applies to the
conracting afficer's selection of prime contractors. 1t does not suggest, let alone mandate, procedures
that & prinse contraclors must follow in selecting its subcontaciors. Mor was this FAR provision
coiftractually foveed-down to MTC in its Paul Simon Chicago contract.

The contracting officer must review and eonsider FAR Subpart 44.202-2(u)(7} and FAT Subpart 44,202
2(a)(#) before providing censent to subcontracts. This contracl wes approved by MTC's Regioual
Contracting Officer and consent was obtpined per FAR Subpart 442, “Congent 1o Subeonlracts.” Tiere
is nothing to indicate the contracting officer did not perform his or her requirements adeguately although
the QIG would imply otherwise. Again the itlems being cited are requirements of the contracting officer
ind ot tee contractor.

Again the FAR clauses being ciled are requirements of the contracting officer and not the contractor. The
contlracting ofTicer must review and consider FAR Snbpert 44,202-2(a) 77 and (8) before providing
consent to subcontracts. Due Lo the various types of these purchases and the fact thal MTC has a
Contractor's Purchasing System Review {CPSR) cetificution, the coniracting officer was not required to
provide consent on all of 1he subcontracts noted above, However, during the CFSR process when e
conlraeting officer evaluated MTC's Purchasing Policies and Procedires, the confracting officer
considercd the FAR Subpart 44.202-2 and deemed MTC's Purchasing Palicies and Procedures aceeptable
and thersfore approved them, Approved DOL consent forms were oblained for Tropical Optical
and MedClean,

Gee pages -3 for MTC's response regarding Rush University, Morthovest Weuropsychology, end
Aghburn, Below ig specific information for five of the sub-contracts identified in the table above.

(s Finding - Res; ity checks not developed and used

MTC Response - Responsibility checks not developed and nsed

+  MedClean's responsibility check included a valid license, a valid certificate of
insurance, and they were the incumbent vendors with a proven past performance
record on center.

» Tropical Optical®s responsibility check included & valid license, & valid centificate of
insurance, and they were the incumbent vendors with a proven past performance
record on center,

e [elty Exterminating's responsibility check included a valid license, a valid
certificate of insurance, and they were the incumbent vendors with & proven pasl
performance record on center.

s Groot's responsibility check included a valid license, & valid Certificate of
inswances, and Company Profile received showing experience in trash services in
similar sedlings.

¢ Chicapo Office Technolopy's responsibility check included valid license, valid
Certificate of insurances, and Company Profile received showing experience in
copier mainfenance in similar setlings.,
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Per MTC's DOL approved policies, EPLS checks were performed on all of the above vendors to verify
that the provider was not on the government's debared list, These were provided 1o the auditers with
the copy of the files. Thess responsibility checks and EPLS verification were provided to the contracting
offiver for congideration during the consent evalumtion process with each subcontract,

Ol1i; Finding - r Price Analysis was not conducted or documented
MT Response:

v MedClean, Peltv Exterminnting and Clicago Techuolopy were awarded 1o the lowes! bidder
afler price comparison with the other hids recedved wiich we feel this (o be adequate price and
Justification for award,

v Cirpot Dndustrigs and Trepical Optical were avarded to (e only responsive bidder and price was
evalunted against the previous prime contract, Tropical Optical was the previeus vendor and
the pricing in the new conteact was the same as (e last option vear of the previous subzontract,
In fact Tropical Chptical has held that price for the ficst 3 years of the new contract, Groot
Inilustries was compared ngains! the previous veador (Allied Waste) and the pricing for Groot
Inlustries was comparable.

016 Finding - Some Tu

As required by FAR Subpart 31 2010-2, MTC Paul Siman did not oblain required supporting
documentation prior to payment for three of the sub-contracts we reviewed. For the three physician sob-
conlracts, documentation vequired by the contract to support billed hours were not obtained and
revizgwed prior (o payment. The three doctors had billed hours that were nol supgorted totaling $63,918,
T2,536 and £77,365, respectively. Tn tolal, $214,020 in ppyments Incked adequate supporting
documentation. However, these costs wers alrendy included in the 1.1 million we questioned because
the sub-contcts were improperly awarded.

MT7 Response:

MTC disagrees with this finding. This finding indicates that three of the subconizacts did nol hiave
adeqguate documentation to supporn inveice payiments. All three of those subcontracts relate to medienl
services. The SOF states “invoices were not properly supported with timesheets for payment™, The
coniracts do not require timesheets to suppoet billed medical hours (Ashburn Dental Associates, Rush
University Medical Center and Monhwest Neoropsychology)”. The subcontract paragraph on invoicing
ig ng: follovws: The contmetor shall submil o MTC, on a8 monthly basis, an invoice for services provided
during the covered billing period.

Tl inwoice shall include, at a minimum:

+ Breakdown of hours worked

* Diate{s) services provided

* Howrly rate for individunl services, extended unil price and total
¢ lwoice number and date

The finding states (imeshests are required. We disagres with this finding as there is no specific
reguivenient for tineshesis. This mast be an imerpretation of the wuditor as it is not 4 requirement of e
subcontracl. Each invoice ineludes o breakdown of hours worked; the dnte or range of dates the services
wers provided; e hourly rate for the individual services with extended unit price and total; and mveice
numiber and date. Fer internal contral purposes we maintain logs of studants who veceive medical
services. The invoices are approved by the medical support staff who validate the lime and services
pevformed. There is definitely adeguate documentation to support these payments.
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I Fimding - Expenditures above 53,000 That Resulied

G L

Az previously noted, MTC Faul Simon did not comply with applicable sections of the FAR when
awa ding purchase ovders 1o vendors fior 23 of the 50 expenditures above 33,000 tested. For 16
expenditures, MTC Paul Siman did not adequately justify sole source procuscment as required by the
FAR, and for 7 expenditures the eenter improperly submitted denied grant costs for sole source
purchases. The following summarizes each type of non-compliance:

v Inadeguole sole-sonrce fustificalion — From owr sample of 50 expenditures, MTC Paul Simon
sole-sourced 16 purchases, In all instances the center did not document justifieation for the sole
source purchases. As such, MTC Paul Simon did not provide assurance that no other
responsible parly existed as required by FAR Subpart 44.202-2(a)5; (hat the center developed
and used responsibility checks 1o ensure the vendor conld satisfactenily deliver the goods or
sel vices a5 required by FAR Subpart 44 202-2(a)7; or that cost or price analysis was performed
to ensure fair pricing as required by FAR Subpartdd 202(a)(8). As such, we questioned the
$62,359 paid to veadors for the 16 expend itures.

MIC Response:

The vast majority of the O1G's sample is made of up individualized checks for multiple invoices on
eacl check, Ench invoice ig then broken down into individual purcheses. These invoices, for exemple,
congist of multiple sludents” college tnition or individual persons o fill lemporary staffing positions.
Ench of these purchases arc well under tve OIG's $3,000 thresheld.

The center has seven educational MOU agreements with the seven local city colleges wihich all have the
saie student tuition. The students deterning which program they want 1o attend based on the class
schedules provided by the colleges {i.c., for medical the student would attend Malcolm X; or for
Criminal Justice the student would attend Richard Daily; Samland offers CHA training for those
stnclenis who score low on admissions tes and will noi be accepied by Malcelm X.) MTC verifies thai
pricing is the saine Al each college. Lisuaily separate inveices are provided by (he colleges for each
student attending, but these specific charpes were lumped together. Sole source justification is not
requeired because the center ling MOUSs witl all seven city colleges at the same tuifion.

o lmproperly sibwitted groe corts - MTC Paul Simon claimed $14 1,940 for seven expendilures
related to a grnt avarded to the center by the city of Chicago. Tn accordance with FAR Subpar
44.202-2(a)({7) and FAR Subpart 9.104-1, MTC should lave conducted fair and open
competition and awarded a purchasing instrument appropriate to the circumsiances. Under the
grant, the cily of Chicago reimbursed MTC Paul Simon for academic fraining provided to Job
Corps students by the Youth Connection Charter School (YCCS), a Chicago Public Schools
System chater schood program located at MTC Paul Simon. According to MTC, these tmining
costs were covered solely by the prant and were nof charged to Job Corps. We found that the
gily of Chicago desied MTC Paul Simon®s claims for the seven expend itures we reviewed
becanse the center nissed voucher submission cutofT dates, spent more than the available grant
funds, and claimed Luilding improvement costs to rede wark for which the city bad poid the
previous year. MTC Paul Simen then improperly elaimed the costs on expense reports
submitted to Jobh Corps.

We questioned the $224,298 in tatal costs for the 23 expenditures, The £224,208 represented 23
prercent of the $992,545 in expenditures tested. Based oo our stelistical sample, we ame 95
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percent confident these were between $321,500 and $496,695 in potential questioned cosl,
becanse vendor selegtion did not comply with specific sections of the FAR?

MTE Response:

The center ieceives a yearly allocation from the Chicago Public Schools as a supplement 1o the center's
budget for 30 - 40 students seaking their high school diploma, while enrglled in the Job Corps progranm,
Tie high school program includes an option to get & diplona through YOCS or a naticnal onling
propram, These programs ate run conjointly, Costs o mm these programs are relevant and allowable fo
both Job Corps and Y'CCS, These costs include labor costs for instructors, training matevials, facifities,
recrention niad sinff development,

Baszd on the siructure of the center accounting system, billing and reporting procedures, there is o clear
distinction between DOL and YOS expenses, Center expenses mre classified on each of the individial
imvoices. Invoices can be charged to different types of aveilnble funds. Although this distinction exists,
totli types of funds are in many cases used for the same purpose, In ne instance are cosls which are
classified ns ¥ CCS, billed to the Depariment of Labor and reported oo the 2110,

O Statement: FAR Now-Cowmpliauce Conzed By Weak Conral Evirannient
MTC s Respose

MTC takes exception to the assertion that *FAR Mon-Compliance Caused by Weak Control
Environment.” The OIG assens these conditions oceurred because MTC Panl Simon Chicago bad no
establizhed a control envivonment, inelnding procedures and oversight, to ensure complisnee with "FAR
52.244-5 for selecting sub-contracts on a competitive basis.” According to FAR Subpart 52.244-3, the
contractor shall seleet subeontractors (including suppliers) on a “competitive basis to the maximom
practical extent covsistent with the objectives and requiremenis of the contract.” A contracior such
a5 MTC is required to select subcontractors on a contpetitive basis to the maximam pracifeal extent
conglstent with the ebjectives amd reguirements of its contract. This section does not mandate full and
open competition in all or even most instences, nor does it impese all or any of the requiremants of Parl
& on contractors in terms of the available bases andfor justification for limited or non-competitive
wwards, The OIG"s assertion infers mandatony compliance instead of o mmcinrim praciical extent, as
provided tin the FAR.

The examples gited by the OIG as deficiencies in the 2005 CPSR report were corrected and approval of
such CPSR was oblained from the contracting officer. The policies and procedures MTC hins pui in
plece da nol mandate complianee with the entire FAR, like a government ageney. MTC's policies and
proedures Ut were approved through the CPSR process by the contracting office. MTC"s approved
subcontvncting policics and procedures were never intended to meet agency FAR requiraments, but were
established to comply with contractor requirements and insure a strong control euyiromnent.

There are conlrols in place 1o ensure the governinen? receivas best value and procurements are based on
the pelicies and procedures in place, Sole source documestation has been an arca where MTC
continues to modily and improve its policies and procedures, Al the end of 2010, the policy was
changed to have all sole source justifications over 55,000 be reviewed by the Corporate Director of
Prociremnen and approved by the Corporate Senior Vice President, Based on additionnl procurement
desk audit findings, the Divector of Corporate Procurement provided sole source training at the August,
2001 Finnnee Conference for the center Finance and Administeation Directors and Buyers,
Additionnlty, MTC is revising cuirent Purchasing Poliey 13.10 to stele thal “Sele sonrce purchagses
between $3,000 and 55,000 must be submitted for corporate review™. The center has not alvays
documented this to the standard of the FAR, however, 2 conlractor is not required fo adhere to ihe FAR

Th mid-point estimale was 427,160,
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s a wliale. We have generally complied with cur polictes and procedures. MTC performs reviews of
tha canirols in place, assessmenls and continually train their staff for improvements and compliance in
the procurement area, Having said this, MTC Paul Simon Chicego does have a very strong control
ENVIECIERL,

CONCLUSION

The I3 is stvong, albeat misguided, n its beligve that DOL Job Corps contractors should be required fe
award subcontracts in accordance with the smine detailed FAR requirements that the Government itself
st cbaerve when awarding prime conlisets. This nuay be the OIGs vaderstanding and balief, bat it is
nol five lav.

The OIG auditers have been respectiul in their discussions with MTC, yat snylebding i (heir mission 1o
applyv the FAR 1o Job Corps contracion as though they were govermment agencies. It has also been
disappointing to see e 016 deny MTC o right to an exit conference and ignore entirely the exfensivg
factual input provided by MTC regarding (he varions items identified in the audit. In the end, MTC is
baffled by OIG"s insistence on its "findings™ regardless of whetler sueli “lindings” have any factual o
legal suppoct. Tt is discouraging, at best, to see an important government andit function performed in
such # misgiided and wasteful manner. The O1G"s Repost is erroneous and prejdicial, MTC requests
that such Report be withdrawn,

Shacerely,

ke

Lyle J. Parry
8r. Vice Prasident, CFQ

cc: Scolt Marguardi, MTC
Anita Sharp, MTC
Boysn Mason, Paul Simon Chicago 1CC
D, Jmmes Turkwam, OIG DOL
Lindsay Simmons, Jackson Relly PLLC
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