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DATE:  
XX/XX/XXXX
TO:



FROM:
Mike Hardiman, University Purchasing Services

SUBJECT:
Illegal Purchase (Requisition #
)
It has come to my attention that your department started work on the above mentioned project with the contractor without obtaining prior approval, and before an agreement was created.  Agreements have to be made before the work has started according to state statutes 16.52(6), 16.72(4)(a), 16.77.  For purchasing related contracts, the Board of Regents has designated Mike Hardiman as the signatory on their behalf.  If work is performed as a result of an agreement signed by an unauthorized employee, or as a result of a verbal arrangement, the University and employee are exposed to multiple risks. 
· Personal Liability: By allowing the work to proceed, an “agency” relationship can develop where the service provider believes they have been directed to work by a person with authority to make the commitments. This obligates the University, or the employee personally. 
· Contract Issues: – Without a clear written understanding, issues such as ownership of intellectual property, unfulfilled performance expectations, and surprising payment terms routinely emerge as problems. The University is in a very poor position when arrangements have not been put to writing. 
· Purchasing Authority in Wisconsin is very complex. If the arrangements were made without certain approvals or competitive solicitations, the University stands to have audit findings. These can lead to suspension of public funding. 

· Risk Issues – Our formal contracts define requirements for insurance, indemnification, and security related matters. Working without a contract exposes the University to unnecessary liability. 
· IRS Risks: If an employer-employee relationship exists, having the service provider working as a contractor is not appropriate and leads to exposure for IRS fines. 
· Union Issues – The University may not be fulfilling the labor agreements by not notifying the unions before the work starts.

In order to ensure we understand the circumstances that led to this illegal contract, and to ensure the department has a clear understanding of proper processes in the future, this requisition will be held  until we receive the following information related to the transaction. Description of the services being provided.

1. Circumstances which led to pre-contract arrangements.

2. Explanation for lack of prior Purchasing Services Approval.

3. A statement of actions being taken by the department to prevent repetition of the situation.

4. The department heads’ and Dean/Director’s signatures indicating review and approval.

Please promptly forward  this to me at the above address.  Once received, it will be determined if the requisition can be approved for payment or contract processing.  If not received by our office within 30 days, the requisition will be canceleld and no payment will be made to the service provider. . The requisition and any invoices will be sent back to you.

If you have any questions, please contact 
, the agent involved, at 262-

Review PPP #6 Illegal Purchases.
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