





EXECUTIVE SUMMARY

Purchasing Division

Master Service Agreements for Direct Client Services
and BOE Contract Approval Process
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Objective 1: Increase the Efficiency of the Direct Client Services
Procurement Process

Delegate Authority for Procuring Direct Client Services.................c.cccooiiiein, page 2

An inefficient system for soliciting and qualifying providers resulted from a 2018 change in the
direct client services procurement process. The process change increased Purchasing’s span of
responsibility to solicit and qualify providers of direct client services and to facilitate the associated
Master Service Agreements (MSAs). Delegating authority for procuring direct client services to
DHHS and DETR will eliminate Purchasing staff time required to solicit, qualify providers, and
facilitate the associated MSAs.

Purchasing solicits direct client service providers on behalf of DHHS and DETR using Requests
for Qualifications (RFQs), and contracts with providers using MSAs. MSAs offer agencies
contracting flexibility, because a client or agency can choose from a pool of qualified providers
with BOE-approved MSAs in place, then use a service agreement to identify the specific scope
of services expected, fee schedule, and other relevant information. Soliciting and qualifying
providers using open-ended RFQs required approximately $71,000 of Purchasing staff time in
fiscal year 2019.

Pursuant to NRS 333, the Purchasing Administrator may delegate procurement authority to
agencies if it is in the best interests of the state. Delegating procurement authority would allow
the agencies to solicit and qualify providers of direct client services without using Purchasing staff
resources. Nine western states surveyed allow their chief procurement officer to delegate
procurement authority to state agencies. Delegating procurement authority will result in savings
to Purchasing of approximately $71,000 annually. Purchasing expects to fully implement the
recommendation by July 2021.

Establish a Compliance Review Program for Agencies with Delegated Procurement
Authority for Direct Client Services...............ccooii page 8

The procurement process for direct client services is inefficient and lacks independent oversight
because soliciting and vetting providers is consolidated by Purchasing. Delegating procurement -
authority to the two agencies that offer direct client services will require a compliance review
program to monitor these agencies. Establishing a compliance review program for agencies with
delegated procurement authority will ensure independent oversight, and compliance with provider
vetting requirements, statutes, and regulations.

Purchasing currently solicits direct client service providers then vets these providers for medical
or professional licensure, state business licensure, and insurance requirements. Delegating




procurement authority to DHHS and DETR to solicit providers will require these agencies to solicit
and vet providers and will necessitate Purchasing oversight of the procurement process.

States that delegate procurement authority have compliance review programs to ensure agencies
follow statutes, regulations, and guidelines set by their chief procurement official. Arizona has a
performance review program that may be an optimal option for Nevada because it monitors
agencies with delegated procurement authority for compliance with procurement statutes and
regulations by periodically completing independent performance reviews. Purchasing can use
Arizona’s performance review program as a model for Nevada. Purchasing expects to fully
implement the recommendation by July 2021.

Objective 2: Enhance the Effectiveness of the Clerk of the BOE’s
Contract Approval Process

Seek a BDR to Allow the Clerk of the BOE to Approve Contracts for Services Valued up to
B100,000. .. ... .00, page 11

Limitations on the Clerk of the BOE'’s statutory contract approval threshold have led to contracts
for services valued at $50,000 or more not being approved in an efficient and timely manner.
Agencies usually wait at least five weeks for formal BOE approval of contracts valued above
$50,000 because of the Clerk’s limited approval threshold. Seeking a BDR to allow the Clerk of
the BOE to approve contracts for services valued up to $100,000 will increase BOE efficiency and
allow a timelier state contracting process.

The Clerk of the BOE currently has authority to approve contracts valued below $50,000.
Contracts approved by the Clerk of the BOE are presented on the BOE agenda as informational
items and do not require formal approval. Agencies wait several weeks for formal approval at a
BOE meeting for contracts valued at $50,000 or more. The Clerk of the BOE’s contract approval
threshold is out of line with contracting practices in Clark County and Washoe County where the
contract approval limit is $100,000.

The BOE sees a need for increased contract approval authority. During the February 2019 BOE
meeting, the Governor asked if the threshold for Clerk of the BOE contract approval can be
increased to give staff more flexibility to approve items on the BOE agenda. Increasing the Clerk
of the BOE’s contract approval threshold to $100,000 will increase BOE efficiency when approving
contracts for services by an estimated 20% and allow a timelier state contracting process.
Purchasing expects to fully implement the recommendation by July 2021.

APPENAIX A o page 15
Scope and Methodology, Background, Acknowledgments

APPENAIX B....ooiiiiii e page 17
Response and Implementation Plan

APPENAIX C ..o e page 18
Timetable for Implementing Audit Recommendations




- INTRODUCTION

At the request of the Director of the Governor's Finance Office, the Division of
Internal Audits conducted an audit of master service agreements for direct client
services and the Board of Examiners’ (BOE) contract approval process for the
Clerk of the BOE. Our audit focused on ways to increase the efficiency of the direct
client services procurement process and the efficacy of increasing the Clerk of the
BOE’s contract approval threshold. The audit's scope and methodology,
background, and acknowledgements are included in Appendix A.

Our audit objectives were to develop recommendations to:

v" Increase the efficiency of the direct client services procurement process; and
v" Enhance the effectiveness of the Clerk of the BOE’s contract approval
process.

Purchasing Division’s
Response and Implementation Plan

We provided draft copies of this report to the Purchasing Division for review and
comment. The division’s comments have been considered in the preparation of
this report and are included in Appendix B. In its response, the division accepted
our recommendations. Appendix C includes a timetable to implement the
recommendations.

NRS 353A.090 requires within six months after the final report is issued to the
Executive Branch Audit Committee, the Administrator of the Division of Internal
Audits shall evaluate the steps the division has taken to implement the
recommendations and shall determine whether the steps are achieving the desired
results. The administrator shall report the six-month follow-up results to the
committee and the division.

The following report (DIA Report No. 20-11) contains our findings, conclusions,
and recommendations.

espectfully,

arrert Lowman
dministrator
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Increase the Efficiency of the
Direct Client Services Procurement Process

The Purchasing Division (Purchasing) can increase the efficiency of the direct
client services procurement process by:

e Delegating authority for procuring direct client services; and
e Establishing a compliance review program for agencies with delegated
procurement authority for direct client services.

Increasing the efficiency of the direct client services procurement process will
ensure compliance with purchasing statutes and regulations, and result in time
savings to Purchasing that will provide a net benefit to the state of approximately
$63,000 annually in freed-up staff resources.!

Delegate Authority for Procuring Direct Client Services

Purchasing should delegate authority for procuring direct client services to the two
state agencies that provide these services, the Department of Health and Human
Services (DHHS) and the Department of Employment Training and Rehabilitation
(DETR). Delegating authority will result in over 1,800 hours of staff time savings
and benefit the state by approximately $71,000 in freed-up staff resources.

MSAs for Direct Client Services Offer Agencies Contracting Flexibility

Master Service Agreements (MSAs) for direct client services offer state agencies
contracting flexibility. An MSA is a contract between the state and a provider in
which the parties agree to the general terms that will govern potential services
provided to clients of state agencies. MSAs give the state the protection of a
contract using a template approved by the BOE and the Office of the Attorney
General as to form. State agencies subsequently use a service agreement that is
subordinate to the BOE- approved MSA to identify specific terms of service, scope
of work, and fee schedule. Most fees charged by providers are based on Medicaid
fee schedules that are referenced in the service agreement. The state publishes a
Medicaid fee schedule that includes the maximum provider fee allowed for direct
client services. The service agreement is signed by the agency head and provider
and does not require BOE approval.

1 $63,000 is the net benefit to the Purchasing Division achieved through staff savings by delegating authority
for procuring direct client services netted against the cost of establishing a compliance review program for
agencies with delegated procurement authority ($71,000 - $8,000 = $63,000).
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