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Executive Summary
The Children's Services Act (CSA) is the name of a law enacted in 1993 that establishes a single
state pool of funds to purchase services for at-risk youth and their families. The mission of the
CSA is to create a collaborative system of services and funding that is child-centered, familyfocused and community-based when addressing the strengths and needs of troubled and at-risk
youth and their families in the Commonwealth of Virginia. Based on the State of Virginia Office
of Children Services (OCS) statistical data, the Norfolk Interagency Consortium (NIC) provided
CSA funded services in FY 2014, FY 2015, and FY 2016 for 454, 411, and 380 at-risk youths and
their families, respectively, spending on average over $8 million a year. It is vital for the City of
Norfolk to have a procurement process in place to ensure adequate service providers are available
that have the capacity and resources to provide the needed services under CSA, without
unnecessary administrative obstacles or difficulties.
The Director of the Norfolk Department of Human Services (NDHS) communicated to the City
Auditor that the department experiences extreme hurdles while procuring CSA services. We,
therefore, included an audit of the administrative hurdles of procuring CSA Services as a part of
our audit plans for FY 2015 and FY 2016. The primary objective of the audit was to assess the
obstacles that the NIC faces when procuring CSA services regarding the challenges and limitations
encountered by the program administrators and the administering board.1
We noted the cause of the administrative hurdles stemmed from two factors:
1. Unclear interpretation and meaning of “bulk services” as compared to goods or personal
services for the direct use by an individual recipient2.
2. Glitches in internal processes among staff in routing and following up of documents for
approval, review, and signoff.
In the absence of a clear definition of what CSA services fit the term “bulk”, the City of Norfolk
requires the competitive bid process for all CSA services, whether established as mandated or nonmandated.3 The competitive bid process, with the use of a Request for Proposal (RFP), presents its
own challenges that pose administrative hurdles, affecting not only the administration of CSA
funded services but also the vendors that provide these services. The initiation of the RFP is very
demanding and involved for the CSA Program Manager and staff, the Director of NDHS, and other
NDHS personnel because the intent of CSA, as stated in the OCS mission statement, is to not only
have an effective but also an innovative system of care statewide for at-risk youth and
families. Therefore, the City’s administrators of CSA (NIC Office) must try to include every
possible service they can think of in the RFP, down to the case or client type because the term “at-

See background section of this report for a description of the NIC board’s organizational structure, purpose, and responsibilities.
In accordance with Virginia State Procurement Act 2.2-4345(A) paragraph 14, any public body purchasing services under
Comprehensive Services Act for At-Risk Youth and Families (2.2-5200) or the Virginia Juvenile Community Crime Control
Act (16.1-309.2) for goods or personal services for direct use by the recipients of such program if the procurement is made for
an individual recipient may enter contracts without competitive sealed bidding or competitive negotiation. However, contracts
for the bulk procurement of goods or services for the use of recipients shall not be exempted from the requirement of 2.2-4303.
3 See Appendix A for definitions.
1

2
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risk” is broad. Consequently, an RFP can include 60 or more services, which makes for a
cumbersome and daunting process for many vendors and RFP Evaluation Committee Members.
We noted the following inefficiencies and limitations in the procurement process:


The completion of the RFP process occurred several months after the existing contracts
expired.



Vendors provided services without an executed contract.



Vendors did not receive timely payments because the City contracts were not executed
before purchase orders were processed, which were required to pay corresponding
invoices.

We consider these drawbacks and shortcomings to have a significant or negative impact on the
City's reputation and its relationship with its vendors, possibly opening the City to legal challenges.
On a case-by-case basis, the City uses the child-specific contract process as an alternative
mechanism to procure emergency CSA services and to purchase services that were not procured
through the RFP process. It is also used to purchase services from a specific vendor who can meet
the specific need of a child that contracted vendors are unable to provide. The child-specific
contract process allows services to be quickly provided without going through the normal RFP
process because of the emergency nature of the needed services. We noted that vendors who
provided emergency CSA services typically did so without an executed contract.
Despite using the child-specific contract process, a contract is still needed to establish the legal
parameters as to the scope of services, expectations, fees, and the commitment and obligation to
pay for rendering services. Under both the RFP procured and child-specific contract processes,
there remains the risk of vendors providing services without an executed contract and receiving
untimely payments for their services. Also, we found there is no indication that the City’s
procurement process is more advantageous in guaranteeing the procurement of CSA services at a
lesser price in comparison to other localities in the State of Virginia, including the Hampton Roads
region.
We discussed our conclusions, findings, and recommendations with the Acting Director of NDHS,
her management team to include the CSA Program Manager, and Deputy City Manager Stephen
Hawks on May 4, 2017. We have included their management’s responses as Appendix G of this
report. Deputy City Auditor Tammie Dantzler, the principal auditor, and other audit staff
conducted the audit under the general direction of City Auditor John Sanderlin. We appreciate the
courtesy and cooperation extended to us during the audit by the NDHS, particularly the NIC team.
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Background
The Virginia Office of Children’s Services (OCS) envisions the Children’s Services Act (CSA) as
a national model for providing effective and innovative systems of care statewide for at-risk youth
and their families. OCS strives for CSA to be highly regarded as a leader in improving outcomes
for children and their families; facilitating the highest quality technical assistance and training to
strengthen the capacity of communities to implement CSA; maintaining high standards for sound
fiscal accountability and responsible use of taxpayer funds; and partnering with families and all
CSA stakeholders to implement best practices and technology to continually improve the
performance of CSA. Based on the statistical data on the OCS website, in FY 2014, FY 2015,
and FY 2016, the City of Norfolk provided CSA services for 454, 411, and 380 at-risk youths,
respectively. Out of 130 localities in the State of Virginia, the City ranked sixth in FY 2014 and
third in FY 2015 for the number of clients serviced. OCS funds most client provided services;
however, the City contributes a mandatory match4 of 25%. The table below provides a high-level
summary of expenditures and revenues for FY 2014-2016.
Table 1: CSA Fiscal Data
Expenditures

Revenues

Mandated
Services

NonMandated
Services

Total
Expenditures

FY14

$8,103,355

$255,288

$8,358,643

Misc.
(Special
Welfare
Account)
$178,244

FY15

$8,059,221

$496,291

$8,555,512

$221,222

$5,555,864

$2,867,545

$8,644,631

FY16

$8,028,053

$561,441

$8,589,494

$169,767

$6,017,759

$2,532,397

$8,719,923

Commonwealth
of VA - Spec.
Revenue
$5,818,557

City
Match

Total
Revenue

$2,361,841

$8,358,642

The City of Norfolk established the Norfolk Interagency Consortium (NIC) Board for handling
and administering CSA funds. The NIC Board, appointed by the City Council, has the
responsibility to ensure compliance with the OCS mission, vision, and regulations. This board has
members from several collaborating agencies, such as the Norfolk Department of Human Services
(NDHS), Norfolk Public Schools, Norfolk Community Service Board, Norfolk Juvenile Courts,
and Norfolk Department of Public Health, along with parent and citizen representatives. A staff
of four manages the day-to-day operations of the program and reports administratively and
operationally to the Director of NDHS and functionally to the NIC Board. This staff comprises of
a Program Manager (CSA Program Manager), a Community Assessment Team (CAT)
Coordinator, a Family Service Associate and an Administrative Assistant II5.
In pursuance of compliance with the State of Virginia law enacted in 1993 and to align the
procurement of services with the mission and vision of OCS, the City uses two processes to procure
4

The City appropriates the required mandatory match at the beginning of the fiscal year based on historical data. In some cases,
the City approves, during the budget cycle, more than the 25% mandatory match, which results in a surplus because the revenue
exceeds the expenses. The surplus creates a cushion in the budget to ensure there are enough funds to cover CSA services
because most of them are unpredictable.
5 As of October 2016, there were five team members because of an addition of a Management Analyst III position to conduct
Utilization Review functions.
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CSA funded services: competitive bid and child-specific contracts. The competitive bid process
is the preferred method of procurement, which requires the City to issue or publish an RFP. On
the other hand, the child-specific contract process is used on a case-by-case basis for emergencies
or services that were not procured through the RFP process. It is also used to purchase a service
from a specific vendor who has the capacity to meet the specific need of the child that contracted
vendors are unable to provide.
City of Norfolk Competitive Bid Process
The competitive bid process occurs every five years and requires the involvement of the Juvenile
Court Services Unit, Norfolk Public Schools and several offices of the City, such as the NDHS,
NIC Office, Purchasing, City Attorney’s Office, Community Service Board, and the Department
of Finance. The process begins with the NDHS Operations Manager and the CSA Program
Manager initiating a Request for Proposal (RFP). The RFP should include all the CSA funded
services. The City’s Purchasing Office reviews the RFP to ensure it is consistent with established
city policy and procedures, state and city code, and the scope of service is adequate. The City
Attorney's Office reviews to make sure it has the required terms and conditions and required
procurement terms. Once the RFP is finalized, the Purchasing Office posts the RFP and establishes
a deadline for the vendors to submit a proposal.
Several vendors submit proposals in response to the RFP. The Program Manager selects a
committee of 4 to 6 members to evaluate proposals. There could be as many as 37 or more
proposals submitted for the evaluation process. The committee is comprised of representatives
from the partnering stakeholder agencies, which sometimes includes a subject matter expert. The
subject matter expert ensures the vendors have the resources and the expertise that will effectively
meet the needs of the clients. The committee selects vendors based on services that might be or
were historically needed. The NDHS Operations Controller and Business Manager create a fiveyear budget based on the vendors’ fee schedules submitted with the proposals and forwards it to
the Purchasing Office.
The Purchasing Office forwards information (vendor name, type of services, a fee schedule, etc.)
to the City Attorney’s Office to develop a contract for each vendor selected by the committee. The
amount in the vendor’s contract creates a not to exceed (NTE) amount, which requires a budget
amendment if the services provided by the vendor exceed the amount stated in the contract. NDHS
refers to the NTE amount as a “contract cap”. Appendices B through E of this report provides
further details of the procurement process, including contract payments.
Child-Specific Contracts
The child-specific contract process is an alternative method to procure clients’ services on a caseby-case basis, based on the individual client’s need(s). This process only involves the NDHS and
the City Attorney’s Office. The figure below depicts this process.
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Figure 1: NIC Office Child-Specific Contract Process Flowchart
CASE MANAGER
IDENTIFIES
VENDOR &
SERVICE NEEDED

CASE MANAGER
REQUESTS CAT
APPROVAL

CAT
APPROVES
REQUEST

NIC ISSUES NSR TO
CASE MANAGER &
COMPLETES NSR
LOG SHEET

CBM RECORDS
"pending contract
approval" ON
OUTSTANDING
PURCHASE ORDERS

OPM NOTIFIES CBM
THAT CHILD
SPECIFIC IS FULLY
EXECUTED (DUE
WITHIN 24 HRS OF
COMPLETION)

OPM RECEIVES
APPROVED
CONTRACT FROM
THE CITY
ATTORNEY’S
OFFICE

OPM SUBMITS
PENDING CONTRACT
TO CITY
ATTORNEY’S OFFICE
FOR APPROVAL TO
EXECUTE

NIC FSW/CASE
MANAGER
OBTAINS 3
QUOTES

FSW/CASE MANAGER
COMPLETES NSR
AND RETURNS TO
NIC (DUE WITHIN 5
DAYS OF CAT/RRB)

NIC ENTERS FISCAL
SUMMARY FOR
APPROVED SERVICE

CBM SUBMITS
REQUEST FOR
CHILD SPECIFIC
CONTRACT TO OPM

NIC FSW SUMBITS NSR TO
PM FOR APPROVAL TO
REQUEST CHILD
SPECIFIC CONTRACT

PM SCANS AND
EMAILS APPROVED
NSR TO CBM,
VENDOR SERVICE
COORDINATOR, &
NIC STAFF

CBM SUBMITS
REQUEST FOR NEW
VENDOR PROFILE
TO FINANCE DEPT
(DUE WITHIN 1 WK
OF PM
NOTIFICATION)

CBM = CSA Business Manager; FSW = Family Services Worker; NSR = New Service Request Form; OPM =
Operations Manager; PM = Program Manager; RRB = Recommendation and Review Board

Objective, Scope and Methodology
The overall objective of the audit was to assess the administrative hurdles the Norfolk Interagency
Consortium (NIC) faces while procuring Children’s Services Act (CSA) services. To accomplish
the objective, we specifically focused on the placement services RFP and the child-specific
contract processes. The audit initially covered FY 2014 and FY 2015, however; we extended the
audit period to include FY 2016. We did so to determine the impact the competitive bid process
has on the CSA administrators (NIC Office) and the vendors that provide placement services to
the City clients. We performed the following to accomplish the audit objective:


Reviewed policies and procedures, City and State codes and regulatory requirements to
gain an understanding of CSA.



Interviewed CSA administrators (NIC Office), NDHS key personnel, and personnel of the
City Attorney’s Office to gain an understanding of the processes and related risks.



Met with CSA administrators of six localities in the Hampton Roads Region and conducted
a benchmark study of the processes they use to procure CSA services.



Met with the CSA Audit Manager to determine OCS procurement requirement from an
audit perspective.
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Physically observed the Community Assessment Team (CAT) meetings that OCS requires
for the approval and evaluation of CSA funded services.



Used the statistical data on the OCS website to determine the City’s net expenditures,
statewide ranking and unit cost for FY 2014 through FY 2016.

We also performed testing procedures to include:


Selected a sample of purchase orders to determine if vendors were providing services
without an executed contract.



Performed a price comparison of purchase orders for child-specific contracts to the fee
schedule on the OCS website to determine if vendors are increasing prices for childspecific contracts due to the urgency of placement.



Evaluated the RFP process to assess the challenges and evaluate efficiency.



Traveled to several vendor locations to discuss the impact City processes have on their
business operations.



Performed an expenditure comparison test to determine if City processes influenced the
CSA expenditures in comparison to other localities in the Hampton Roads Region.



Met with CSA administrator (CSA Program Manager) and key personnel to determine the
definition or their understanding of “bulk” services.

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 conclusion based on our
audit objective. We believe that our evidence provides a reasonable basis for our findings and
conclusions based on our audit objective.

Conclusion
There are administrative hurdles in most processes used by federal, state and local governments,
or any organization. In many cases, what is perceived as red tape or an administrative burden
ensures accountability, transparency, stewardship, and a proper internal control system and thus
reduce or mitigate underlying risks. In procuring Children’s Services Act (CSA) mandated and
non-mandated services, the Norfolk Department of Human (NDHS) Services does not escape its
share of administrative circumstances and challenges. Although the Virginia Office of Children’s
Services (OCS) funds CSA services, it is the localities’ responsibility to ensure there are processes
established to comply with the state law. Some of the hurdles and circumstances we noted from
our audit include:


The completion of the RFP process occurred several months after the existing contracts
expired.
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Vendors provided services without an executed contract.



Vendors did not receive timely payments because the City required an executed contract
before purchase orders were processed, which were needed to pay corresponding invoices.

These identified challenges or hurdles stem from bottleneck or inefficiencies in the routing and
follow-up processes. Remaining unchecked, they increase the City’s exposure for both RFP
procured (competitive bid) and child-specific contracts, opening the door for possible financial
and legal liabilities and reputational damages. Under both the RFP procured and child-specific
contract processes, there remains the risk that vendors will provide services without executed
contracts and receive untimely payments for their services. Despite the challenges outlined here,
we noted overall the City of Norfolk has the appropriate structure and controls in place to ensure
compliance with the CSA. On the other hand, we found there are glitches in the internal processes
or workflow for executing contracts under both the RFP and child-specific contract procurement
methods, stemming from delays and lapses among the staff because of the day-to-day operation.
This suggests possible inefficiencies or staffing or prioritizing issues.
Ideally, one would expect the use of the competitive bid process to yield the best price and ensure
fairness and openness. We did not find any indication that the City’s procurement processes are
more advantageous in guaranteeing the procurement of CSA services at a lesser price in
comparison to other localities in the State of Virginia to include the Hampton Roads region, which
in most cases do not use the RFP process (competitive bid). Also, our audit did not reveal any
indication that preferential treatment was given to any specific vendor. In fact, the determination
of the level of service and the fees paid to a provider are approved through the Community
Assessment Team (CAT) process, which is described below.
The City utilizes the policy manual and user guide provided by the OCS as a resource tool to
administer CSA funded services and ensure regulatory compliance. The policy manual stipulates
that each locality or combination of localities shall establish a Community Policy and Management
Team (CPMT) for the receipt and expenditure of funds per the CSA in agreement with the powers
and duties as outlined in the Code of Virginia 2.2-5206. In the City of Norfolk, the CPMT is the
City’s NIC Board. The CPMT also has the power and duties to establish and appoint one or more
Family Assessment and Planning Teams (FAPT), referred to as the Community Assessment Team
(CAT) in the City. The CAT is to assess the strengths and needs of troubled youths and families
who are approved for referral to the team, identify, and determine the complement of services
required to meet these unique needs. The City of Norfolk has nine CATs and a Recommendation
and Review Board (RRB), which reviews the more intensive care cases. These teams are
comprised of representatives from the following collaborating agencies:







Community Services Board
Juvenile Court Services Unit
Department of Human Services
Norfolk Public Schools
Department of Public Health
Department of Recreation, Parks and Open Space
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Parent Representatives (statutorily required)
Private Provider Representatives (Optional, but mentioned in statute)
Children’s Hospital of The King’s Daughters (CHKD)

These teams provide a check and balance to reduce procurement risks such as vendor favoritism,
inequitable distribution of services among providers, and kickbacks (gifts, food, novelties, etc. for
service referrals). Family Service Workers make referrals on a case-by-case basis and present
them to the perspective CAT for the assessment and approval of the service, level of service and
provider. These teams meet monthly to review CSA funded services for their assigned clients.
During the meetings, each team performs the following accountability measures to ensure
compliance with OCS funding guidelines and to mitigate perceived procurement risks:


CAT/RRB Vendor Report - Each vendor sends a representative to the meeting to present
detailed information about the client; this information is required for the team to assess the
client's service needs and determine the type, level, and cost of the service(s).



Utilization Review and Management - Utilization Review and Management functions are
conducted by NIC staff outside of the CAT/RRB process. Onsite visits are conducted at
the office of the private provider to ensure the quality and quantity of service is being
provided as outlined in the CAT minutes (FAPT Individual and Family Service Plan).



Vendor Selection - Vendor selection is made by the referring caseworker who represents
one of the stakeholder agencies. Recommendations for specific vendors are only made
when the team is solicited by the caseworker. If more than one vendor offers a type of
service, at least two to three recommendations are given to the caseworker to choose.

The City established the NIC board and CAT/RRB in compliance with the OCS requirements.
The NIC Board provides a level of checks and balances to ensure that the City maintains fiduciary
responsibility for the funds to provide services for at-risk youth and their families. This board
meets monthly to provide ongoing financial monitoring of CSA activities. NDHS Operations
Controller attends the board meetings to present financial data and reports, such as CSA Financial
Status Summary, CSA Pool Reimbursement Tracking Report, State OCS Pool Fund Transaction
Report, and State OCS Detail Transaction Report. The board also reviews monthly encumbrances
for the vendors that are providing client services and CSA expenditures. In regards to
encumbrances, the board reviews the total amounts of purchase orders initiated and approved in
the NDHS standalone purchase of service system (POS).
Although the City has processes in place to ensure compliance with OCS guidelines, we noted that
there was a need to clarify the term “bulk procurement of goods and services” referred to in the
Virginia State Procurement Act 2.2-4345. This clarification is needed because CSA services can
fit into different definitions depending on the perspective of the individuals making the assessment.
It has been the City’s opinion that most CSA funded services are “bulk procurement”, which
requires CSA administrators (NIC Office) to go through the competitive bid process every five
years. If a definition could be established as to which CSA services, if any, are bulk, it could
significantly reduce the strain on resources required to navigate through the competitive bid
process (RFP process). The City has requested an opinion from the Virginia Attorney General’s

Page 8 of 14

Norfolk Interagency Consortium – Administrative Hurdles of the Procurement Process

Office to clarify what type of CSA services is required to follow the competitive bid process.
However, if resolved, the timeliness of the process for executing contracts remains an issue.
Subsequently to the issuance of the report, Virginia Attorney General Office responded to the
city’s request, contained at Appendix G.
Lastly, NDHS expressed as an administrative challenge the “not to exceed” (NTE) amount that is
included in contracts. The department views the NTE amounts as “caps”, which do not provide
fiscal monitoring nor restrict the amounts of funds that providers can receive during a contractual
period. Because additional services that are approved through the CAT process, the total amount
paid to a provider during the contractual period may exceed the original contract amount. Thus,
according to the department a contract amendment is required to increase the NTE amount, based
on the City’s procurement process, although funds are obligated and services are rendered before
the processing of the contract amendment is completed. We agree there is, in many cases, a
disconnect or lag between the time services are rendered and the execution of contract
amendments. However, we attribute the delay to reasons stated earlier, lapses or void in the routing
and following up.
Also, we recognize CSA services are unique in that they must be provided, regardless of funding
scenarios. However, the NTE amounts in contracts serve as a good budgetary tool to monitor
funding status and ensure adequate funds are available. The NTE amount in contracts should be
the amount the City’s finance department certifies and encumbers in the financial management
system in agreement with the City Code. However, the stand-alone financial management system
used by the NDHS does not interface with the City’s financial system. Specifically, when purchase
orders are initiated in NDHS purchase of service system (POS), encumbrances to pay vendors are
not created in the city’s financial system but solely in the POS.

Findings and Recommendations
During the audit, we noted some improvements were needed in regards to the timeliness of the
Request for Proposal (RFP) process and child-specific contracts. Also, we found the City’s cost
for services does not differ significantly from other localities in the region. Details of our findings
along with recommendations are presented below.
Timeliness of the RFP Process
We found that the RFP process to contract placement services was not completed within the
specified time in the City’s Office of the Purchasing Agent, Request for Proposal Standard
Operating Procedures (SOP). We attribute this situation to delays and lapses in internal processes
because of the nature of the day-to-day operations of City Purchasing, Norfolk Interagency
Consortium (NIC) Office, and the Norfolk Department of Human Services (NDHS) support
functions. Per the SOP, in general, the RFP takes three to six months for routine RFPs to be
completed and contracts issued. Depending on the complexity of the procurement, the period
maybe even longer.
Initially, we randomly selected twenty-five purchase orders for FY 2016. From this sample, we
found 19 of the 25 (76%) purchase orders were created but could not be processed to pay
corresponding vendors’ invoices because an executed contract did not exist. Thus, based on the
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sampled purchase orders, the City was in arrears of or owed vendors $139,685 for client services
provided before an executed contract existed. During the audit, the NDHS Operations Controller
informed our office that the NDHS fiscal office could not process the purchase orders for payment
because contracts that could have covered services had expired. Also, the RFP to include the new
CSA services for which contracts would have been executed from was not finished. Therefore,
we evaluated the RFP process for placement services and noted that NDHS initiated and sent the
RFP to the City's Purchasing Agent in September 2014, nine months in advance for the placement
service contracts that were expiring as of June 30, 2015. Subsequently, we randomly selected four
placement services contracts to estimate the length of time for the finalization and execution of
contracts. We noted the certification of funding for two of the four contracts occurred on November
24, 2015 (14 months from the initiation date of the RFP and approximately five months after the
contract expiration date of June 30, 2015).
Because the City's policy requires an executed contract before a purchase order is processed for
vendor payments, we considered how the RFP process affected the vendors that were providing
services to the City clients. We interviewed eight vendors to determine the fiscal impact and the
City's outstanding balances (amounts owed by the City) for July 2015 and August 2015. Five of
the eight vendors responded indicating that they provided services to clients without executed
contracts and the City owed for the two months more than $241,000. Two of the vendors did not
respond to the request for the outstanding balance because they were concerned that they would
not receive future referrals. During the interviews, vendors also shared both their positive and
negative experiences from participating in the RFP and contracting processes. We considered the
concerns raised by the vendors as administrative challenges and possible process inefficiencies.
The table below presents service providers responses. For one vendor, we did not include the
responses because the provider did not provide useful information concerning the Norfolk's RFP
and contracting processes. The person interviewed was not directly involved in the process, and
we were not successful with attempts to contact another staff to interview.
Table 2: Vendor Comments
Vendor 1 (1) RFP Process was bazaar.
(2) The Procurement Agent did not understand the process or the services.
(3) The Procurement Agent repeatedly sent out lists of questions that were already
addressed in the submission.
(4) The awarded contracts had unrelated services grouped together.
(5) We received an intent to award notification; however, we do not have contracts
for the services we are providing for the current period.
(6) The timely payment of bills has always been an issue with Norfolk; however,
this time is different because we have not received purchase orders or contracts
for the services we are currently providing to Norfolk’s clients.
Vendor 2 (1) RFP looked a little different this time than in previous years. However, it did a
good job detailing what was expected.
(2) Norfolk’s process is lengthy, but it requires most of the same documentation as
other localities.
(3) Norfolk pays invoices on a two to three-month lag. It did not affect business
operations, but heard that it had affected some of the smaller vendors.
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(1) The RFP was all-inclusive for Foster Care Services. Thus, many sections of
the RFP was not applicable to our organization.
(2) There were also many areas that were not initially put into the RFP that affected
us, but this was eventually corrected because of the vendor bid meeting.
(3) We were not notified of the "intent to award" when the initial group of vendors
was notified. We found out about the award from an unsuccessful vendor who
congratulated us on receiving the award.
(4) Our contract expired on June 30, 2015. As of September 16, 2015, we still do
not have contracts. We have not received purchase orders for services provided
in July and August 2015.
(5) The financial impact on our business has been tremendous. We are a small
business, and although financially sound, we have been providing grocery and
spending allowances for youths without payment. Additionally, we have been
providing staff supervision and facilities for housing the clients.
(6) It has been a tremendous strain on us and needs to get this resolved.
(7) Please note, this is not how the City usually treats us. It is only during the
contract renewal period that things implode. Typically, we receive payment
within 2-3 weeks of submitting an invoice, which is why I did not question
when I did not receive payments for July and August invoices.
Vendor 4 (1) The City of Norfolk came up as a topic of discussion at the Virginia Association
of License Child Placement Agencies. During the meeting, several vendors
discussed that they were not receiving contracts and payments from the City.
(2) Norfolk has a bad reputation statewide because it does not pay their invoices
on time.
(3) The last RFP process was so daunting. The individual in-charge of the RFP
was not very knowledgeable of the RFP process; nor could they articulate the
CSA services that were included in the RFP.
(4) Norfolk is the only locality that requires an RFP.
(5) As of September 17, 2015, we still have not received a contract for the contract
period.
(6) We received contracts from other localities before June 30th. The localities
usually start sending them out around April/May.
(7) As of September 17, 2015, the agency still has not received payment for
services we have been providing to Norfolk’s clients. Our agency is financially
sound; therefore, the late payments would not affect us as I heard it affected
smaller agencies.
Vendor 5 (1) Norfolk’s RFP and Contracting processes are unique. It is a cumbersome and
painful process.
(2) We were disappointed with the lack of communication with the most recent
RFP. Vendors had to find out from each other that the intent to award was
posted on the website. We did not receive a letter from the City.
(3) Norfolk has a reputation of late payments, but this is the first-time payments
and contracts have been this late. Late payments affect cash flow.
(1)
A staff member attended the pre-conference meeting, had some questions, and
Vendor 6
did not get a response. No one from procurement followed up on the issues.
We never received replies from the questions asked.
Vendor 3
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Vendor 7

(2) The Procurement Office sent out a table that was not clear. Another staff
member asked some questions seeking clarification about the table and never
received any responses back. The biggest concern about the table is that it
appeared to be requesting some of the same information that was included in
the RFP.
(3) We did not receive official notification that the contracts were awarded.
(4) We inquired about why we must respond to an RFP since we are a public
agency.
(5) We still have not received contracts, purchase orders, or payments for the
services provided during this current fiscal year. It appears to have taken a
downturn for the worse because this is the worst it has ever been.
(6) Payments are at least 90 days in arrears. It affects cash flow. However, because
we are a public agency, we have a fund balance that they can tap into when
Norfolk is not paying for services.
(7) Norfolk does not understand that these checks and balances hold up treatment
for their clients.
(8) We have been providing services to Norfolk for many years, and the City’s
process is unique to all the other localities in the State of Virginia.
(1) Someone else writes the agency’s proposals, but according to the writer,
Norfolk’s RFP process was frustrating. They expressed changes were made to
the RFP after it was posted.
(2) We are concerned because as of the date of the interview, we have not received
payment for July and August. Also, we have not received contracts yet.

Overall, vendors use an array of terms to describe the RFP process such as daunting, bazaar,
frustrating and lengthy because many changes were made after the RFP posted. In some cases,
vendors expressed the City’s Purchasing Office staff was not very knowledgeable about the
services and, therefore, requested the same information several times. We also noted that some of
the vendors were disappointed that they did not receive an “intent to award” notification when the
process was completed. Of more concern, all seven of the responding vendors expressed concerns
about timely payments, which had a fiscal impact on some of the smaller agencies. On the other
hand, one of the vendors stated that the RFP was excellent at detailing what was expected.
Lastly, the NIC Office informed us that service providers have expressed the specified dollar
amount in contracts leads to confusion. As such, service providers have an expectation of
guaranteed funding up to the amount of the contract and have the misperception that referrals will
be made on a consistent basis, guaranteeing the revenue received from the City will equal to the
amount stated in the contract. Although this may be a valid point, it did not surface during our
interviews with the vendors. The responses we received from vendors strongly suggest that there
is some holdup or inefficiencies in the City's RFP and contracting processes. We were unable to
pinpoint the bottleneck as we were not able to get a clear picture of the day-to-day operations that
would have impacted the responses we received and the degree of possible inefficiencies.
However, we observed an apparent systematic problem in planning, organizing, and staffing as
related to the routing and following up of documents for approval, review, and signoff.
Coordination is needed with the City’s Purchasing Office to develop a process to improve the
efficiency of the RFP’s to ensure the process is completed within 3-6 months in agreement with
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the Office of the Purchasing Agent, Request for Proposal Operating Procedures (SOP). This will
protect the City’s reputation by ensuring vendors are not negatively impacted by the City’s
procurement processes. Also, better communication to vendors about city’s processes is needed
to minimize the vendors’ confusion and foster a good relationship with the service providers.
Recommendations
We recommend the following:
1. The NDHS Director and CSA Program Manager coordinate with the City’s Purchasing Office
to do an assessment of the RFP process to ensure the it is completed within 3-6 months
consistent with the Office of the Purchasing Agent, Request for Proposal Operating Procedures
(SOP).
Management’s Response:
See Appendix H for response to the above recommendation.
2. The NDHS Director and CSA Program Manager explore ways to communicate the city’s
processes to service providers to minimize the vendors’ confusion.
Management’s Response:
See Appendix H for response to the above recommendation.
3. The NDHS Director and CSA Manager perform an assessment of the following to maximize
efficiency: (1) staffing of the NIC office, (2) the process for following up on the progression
of the RFP, and (3) the system for prioritizing payments to service providers.
Management’s Response:
See Appendix H for response to the above recommendation.
Child-Specific Contracts
There are no follow-up or follow-through procedures in place to ensure the child-specific contract
process is working efficiently. The City implemented a child-specific contract process to ensure
at-risk clients are provided CSA funded services on an emergency basis or in situations where a
client needs a service that was not previously contracted or cannot be provided by contracted
vendors. Although this process appears to be working as intended, we noted inefficiencies with
finalizing contracts, documents which are needed for timely vendor payments. Initially, we
received a list of 34 child-specific contracts, judgmentally selected ten, requested related purchase
orders and compared the service fees on purchase orders to vendor posted fees on the State of
Virginia Office of Children Services (OCS) website. However, we were unable to complete the
comparison of four of the ten contracts (40% of them) because purchase orders were not processed.
Thus, we determined for each of the four contracts why purchase orders were not processed. We
discovered there was a 3-4 months’ time difference between the initial date of service and the
certification of funds for contract execution, which directly affected vendors receiving payments
for services within 30 days of invoicing. The Program Manager informed us that this occurred
because there are several key individuals involved in the process after the CAT team approved the
services and the contract request gets lost in the shuffle of day-to-day operations. Also, we noted
the absence of follow-up and follow-through procedures, such as a tickler report or another type

Page 13 of 14

Norfolk Interagency Consortium – Administrative Hurdles of the Procurement Process

of tracking mechanism, to ensure child-specific contracts are processed timely in agreement with
the NIC’s policies and procedures. Moreover, the NIC and other functional areas of NDHS may
have inadequate staff to support the contracting process and to prioritize paying service providers.
Recommendations
We recommend the following:
4. The NDHS Director and the CSA Program Manager develop follow-up/follow-through
procedures, such as a tickler report or another type of tracking mechanism, to ensure childspecific contracts are processed timely in agreement with the unit’s policies and procedures.
Management’s Response:
See Appendix H for response to the above recommendation.
5. The NDHS Director and the CSA Program Manager perform an assessment of the NIC office
staffing level and process flow to prioritize paying service providers and coordinate results
with NDHS Operations Manager and NDHS Operations Controller to maximize efficiency.
Management’s Response:
See Appendix H for response to the above recommendation.
Reasonable Costs
The City of Norfolk is the only locality in the Hampton Roads area that requires the procurement
of CSA mandated services to go through the competitive bid and negotiation process (RFP
process). One of the reasons indicated for this requirement is to ensure the City of Norfolk is
getting the services at a reasonable cost. We randomly selected five mandated services using the
Statewide Primary Mandate Expenditure Report from the CSA website for FY 2013-2015 to
determine how the City’s daily per diem expenditures (daily cost per client) ranked among eight
localities in the Hampton Roads area. On average, the City ranked paying the second to the fourth
highest per diem rates over the three-year period for the services that were sampled. Also, from
the comparison among the localities, we noted, the competitive bid and negotiation process do not
ensure services are procured at a more reasonable or cheaper cost than the other neighboring
localities that do not require this process. Also, from benchmarking with other jurisdictions, we
found the same vendors are utilized across the region and their charges for similar services are
consistently aligned with the fee schedule the vendors provide to the State of Virginia Office of
Children Services (OCS), which is posted on the state agency's website. Appendix F of this report
shows the details of our comparison with other cities within the region.
Matter for Future Consideration
The NIC Office informed us that based on the last two RFPs the City does not have a formalized
method to negotiate rates. Specifically, there was no consistency in the process to ensure the
subject matter experts were fully informed and aware of which city department is responsible for
negotiating rates, whether during the process or before contracts are awarded to ensure the city is
receiving services at the lowest and best rates. Secondly, there were no known rate negotiations
that would have ensured that the lowest possible rate was secured. Our office will explore this
potential issue as a future matter for consideration.
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Data Set Definitions for Mandate Categories

1. Foster Care Abuse/Neglect-Prevention
Refers to children who have been abused and/or neglected or are at risk of abuse/neglect and
who are receiving services in the family's home to prevent foster care placement
(Prior year - foster care prevention)
2. Foster Care —DSS Non-Custodial Agreement
Refers to a child who is placed out of the home by DSS through a non-custodial agreement
and the parent or legal guardian retains custody of the child.
(Prior year r - residential FC — non-custodial; therapeutic FC-non-custodial
3. Foster Care Abuse/Neglect-Local DSS Custody
Refers to a child who is placed in the custody of the local Department of Social Services by
the Court because of abuse and/or neglect or the risk of abuse/neglect.
(Prior year - residential PC; residential IV-e; therapeutic PC; therapeutic IV-e; family
foster care; family foster care IV-e)
4. Foster Care Child in Need of Services (CHINS)-Prevention
Refers to a child who meets the CHINS eligibility criteria as determined by FAPT or the
Court and foster care prevention services are being provided in the family's home.
(Prior year - foster care prevention)
5. Foster Care CHINS-CSA Parental Agreement
Refers to a child who meets the CHINS eligibility criteria as determined by FAPT or the
Court and is receiving out of home services (TFC, group, residential) when an agency, other
than the LDSS, serves as case manager and the parent retains legal custody(Prior year - residential care — parental agreement)
6. Foster Care-CHINS Local DSS Custody or Relief of Care and Custody
Refers to a child who has been placed into the legal custody of the LDSS by the Court or
parent or legal guardian and is placed out of the child's home into a foster home, group
home, or residential placement for reasons other than abuse and/or neglect or the risk of
abuse/ neglect.
(Prior year - residential FC; residential IV-e_; therapeutic PC; therapeutic IV-e; family
foster care; family) foster care IV-e)
7. Foster Care-Court Ordered for Truancy
Refers to a child who has been ordered by the Court into an LDSS foster care placement
because of failure to attend school.
(Prior year - residential FC: residential IV e; therapeutic FC; therapeutic IV-e: family
foster care; family foster care IV-e)
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8. Foster Care-Court Ordered for Delinquent Behaviors
Refers to a child who has been ordered by the Court into an LDSS foster care placement
because of behavior defined by law as delinquent.

(Prior year - residential FC; residential IV-e; therapeutic FC; therapeutic IV-e;
family foster care. family foster care V-e
)

9. Special Education Services provided in the public school
Non-Instructional Services provided in the public school to prevent a more restrictive
placement
(Prior year - SPED-non-residential/other)
10. Special education approved placement in a private Day or residential school
placement
(Prior year - SPED residential: SPED-non-residential/Day)
11.

Non mandated
Refers to a child who is receiving a service funded through CSA that is not defined by the
Code of Virginia as "sum-sufficient"
(Prior year - non mandated)
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NIC RFP Development Process Flowchart
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Proposal Review Process
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CSA Vendor Contracting Process
Governor approves state budget package

State OCS distributes individual locality pool allocations

Contract Caps are estimated by DHS Business Manager
and Controller’s Office

Contract cap assignments based on prior
year expenditures by vendor, plus % of
decrease in pool fund allocation

Contract renewal request package prepared for all
vendors with consolidated list of service as awarded
under RFP’s for new fiscal year – submitted to Dept. of
Law

Request package includes vendor
demographics services/ rate chart
contract cap by vendor outcomes,
performance measures and daily rates

Contracts prepared by and received from Department of
Law

Contracts logged, reviewed by NIC Business Manager
for accuracy, signed by NDHS Director

Contracts sent to vendor to obtain signature.

Signed contracts coded with revenue account, total cap
amount and AFMS vendor code

Contract Transmittal form prepared. Contract forwarded
to Dept. of Finance for fund certification
Questions regarding contracts or
transmittals addressed to NIC Business
Manager
Dept. of Finance forwards contract to City Manager’s
Office for Approval
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CSA Payment Authorization Process
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Per Diem Rankings
Foster Care Abuse/Neglect - DSS Non-Custodial Agreement
Rank
Locality
2013
2014
2015
4
no
expenditures
4
Chesapeake
2
4
4
Hampton
3
2
1
Isle of Wight
5
no expenditures
no expenditures
Newport News
1
3
2
Norfolk
6
1
3
Portsmouth
7
no expenditures
no expenditures
Suffolk
8
no expenditures
no expenditures
Virginia Beach
Foster Care Abuse/Neglect - Local DSS Entrustment/Custody
Rank
Locality
2013
2014
2015
Chesapeake
5
4
7
Hampton
7
1
5
Isle of Wight
4
6
6
2
3
3
Newport News
Norfolk
3
5
2
Portsmouth
8
8
8
Suffolk
6
2
1
1
7
4
Virginia Beach

Locality
Chesapeake
Hampton
Isle of Wight
Newport News
Norfolk
Portsmouth
Suffolk
Virginia Beach

Foster Care Abuse/Neglect - Prevention
Rank
2013
2014
2
1
5
3
8
no expenditures
6
4
1
2
7
6
3
5
4
7

2015
no expenditures
3
4
1
2
6
no expenditures
5

Foster Care Child in Need of Services(CHINS) - Prevention
Rank
Locality
2013
2014
2015
Chesapeake
no expenditures
no expenditures
no expenditures
Hampton
5
5
3
Isle of Wight
no expenditures
no expenditures
no expenditures
Newport News
3
3
1
Norfolk
2
2
2
Portsmouth
4
4
5
Suffolk
no expenditures
no expenditures
no expenditures
Virginia Beach
1
1
4

Locality
Chesapeake
Hampton
Isle of Wight
Newport News
Norfolk
Portsmouth
Suffolk
Virginia Beach

Foster Care CHINS - CSA Parental Agreement
Rank
2013
2014
1
1
6
7
5
2
no expenditures
no expenditures
3
4
no expenditures
6
2
3
4
5

2015
2
3
no expenditures
no expenditures
4
5
1
6
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_____________________________________________________________________________________
From: Pishko, Bernard
Sent: Friday, April 07, 2017 12:17 PM
To: Moye, Luanne <luanne.moye@norfolk.gov>; Kawwass, Nada <nada.kawwass@norfolk.gov>
Subject: legal obligation to competitively procure services under the CSA
Lu, please send the following e-mail to Breck, denise gallop, betty Myer, smith, Andria McClellan, terry
Whibley and Steve hawks: “A s you may know, for services procured under the Child Services Act, in
July, 2016, we requested guidance from the attorney general. Last night, I received the attached
opinion. It’s a bit of a luxury to be able to take over eight months to provide an opinion but the AG has
many clients and has taken the time to provide useful guidance. The opinion is essentially what was
anticipated. The law is clear that “bulk services” must be procured in accordance with the Virginia
Public Procurement Act (VPPA). Bulk services are not defined in the VPPA, however, on the meaning of
bulk services, the Attorney General offers the following guidance “it clearly refers to a large quantity of
personal services for direct use by the recipients of the programs….this limitation in Section 2.2-4345
(A)(14) should be applied in a manner that promotes its apparent purpose of requiring compliance with
the VPPA’s competitive process requirements when large enough quantities of some type of service are
procured.” Additionally, “a public body’s knowledge that the same service will be needed by multiple
individuals, and its prior practice of using a combined procurement for multiple individuals, are factors
favoring a combined procurement.” The Attorney General also agrees that as we have previously
advised, we have discretion which we frequently use to not use VPPA’s sealed bidding or competitive
negotiation for a stand-alone procurement for delivery of nonbulk services directly to an individual;
however, the Attorney General appears to require more than we have been doing for nonbulk services
and requires that for nonbulk procurements exempted from the VPPA, the rates agreed to are
determined by competition of the market place. It would appear that if we are to follow this AG
opinion, we need to competitively procure when we are using the nonbulk exception to the VPPA
processes. Competitively procuring for exempted procurements was recently aided by the
council’s increase of the limit of the VPPA small purchase exception to $100,000.
As you know,
under the small purchase exception, you need only seek three bids over the phone. In the event that a
nonbulk procurement exempted from the VPPA processes is not under $100,000, it is my opinion that
we satisfy the AG’s requirement of competitive procurement for nonbulk procurements by obtaining
three bids over the phone. Please do not hesitate to seek our further guidance if you have
questions.”
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