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SUBJECT:
Financially Weak and High Risk Contractors and Grantees


PROCEDURE

The Department of Human Resources (DHR) limits its relationships with those contractors and grantees whose financial conditions or other management practices present unacceptable risk to Departmental resources or clients.  Additionally, the DHR does not enter into further contractual relationships with such organizations until adequate assurance is received that these organizations have taken appropriate actions to alleviate the unacceptable risks.  

The following procedures are followed:

1. Upon the discovery of weak financial conditions, concerns over the continued existence of a contractor or grantee or weak or non-existent financial or other management controls in an agency, a memorandum, a special management report or other means of communication is developed by the DHR Office of Audits or other DHR investigative group.  The communication is directed to the responsible Program Director and sets forth the problem(s) or potential problem(s) observed.

2. Upon receipt of the above communication, the responsible Program Director determines whether the problems described in the communication from the Office of Audits or other investigative group requires interruption or cancellation of the contract with the affected contractor or grantee, or whether the problem(s) are minimal in nature and therefore allow for a continued contractual relationship with the contractor or grantee. 

2.1  If the responsible Program Director determines that the reported conditions support an  immediate termination of the contract or grant, appropriate notification is sent to the affected contractor or grantee in accordance with the contractual provisions for contract termination.  Copies of such communication are sent to all other DHR Division and Office Directors to make them aware of the decision.

2.2  The current contract or grant may be continued for a period of time considered reasonable and necessary for the contractor or grantee to prepare and implement a corrective action plan that is designed to eliminate the cited deficiencies.  In such instances, the contractor or grantee is notified by the responsible program Director that continuation of the contract or grant is contingent upon satisfactory completion of work to eliminate the cited problem(s).  Copies of such communication are also sent to all other DHR Division and Office Directors to make them aware of the situation.

2.3 When, in the opinion of the responsible Program Director, corrective action has been completed to remedy the cited problem(s), notification is sent to the contractor or grantee and all other DHR Division and Office Directors.

2.4  In those instances where corrective action cannot be completed prior to the effective starting date of a new contract or grant, approval may be extended for a limited period, based upon review of the proposed corrective action plan to correct the problem(s).  In such instances, the agreement stipulates that continuation after the limited period of time will be contingent upon satisfactory completion of the corrective action plan as certified by the contractor or grantee and reviewed and approved by the responsible Program Director.

3.  In those instances where corrective action lacks substantial improvement and termination of the existing contractual agreement is necessary, the responsible Program Director provides a reasonable amount of lead time to develop an alternative delivery system.  All other DHR Division and Office Directors are advised of the decision of the responsible Program Director.







 A.  History

Replaces Part V.B.1. of the Department of Human Resources Administrative Policy and Procedure Manual dated November 1977 entitled, “High Risk Contractors & Grantees.”


B.  Proponency

DHR Office of Audits
C.  Attachments

None
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