Bids Gone Bad

How to Spot and Prevent
Wrong-doing in the Contracting Process
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A Discipline or termination of City
Employees

A Civil Lawsuits
A Criminal Charges

A Suspension or Debarment of City
Vendors

A Ethics Board Fines
A Millions of Dollars Lost



Prevention Is the key to
ending the headlines.



Agenda

A Purpose & Background

A Rules of the Contracting Road
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i BREAK!

A Issues in the Contracting Process
i BREAK!

A What Would You Do?

A Recommendations

A Closing Points



Purpose & Background
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1. Understand:basic rules governing
contracting process

2. Spot: fraud and misconduct within
the contracting process

3. Safeguardagainst potential issues
during the contracting process
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A Provide a stesby-step overview of
the colitracting Brocess

A Train yo'l ¢n tne 'elevant
procuremeint and contracting
systems



|IF YOUAREINVOLVEDN THECONTRACTINFROCESS

It Is your responsibility to get trained on the rules,
regulations, and relevant systems

governingthese processes.



What 1s Contract Fraud?

A false representation of the truth within the contracting process,
Involving deception or trickery, in order to illegally enrich the fraudster

A Involves some type of loss, public health/safety risks

A Fraudster typically with deep knowledge of contracting
process

A Indicators often dismissed as administrative oversights

A What initiates investigation may lead to totally different
fraud scheme
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Why Should this Matter to Me?

A Asa public employee involved in the
contracting process, you are:

A A steward of taxpayer dollars

4 Obligated toreport wrongdoingimmediately
A Unethical behavior:

4 Creates suspicion

A Destroys trust

A Hurts morale

4 Shatters publiconfidence




Ask Yourself...

A wantto be charged for something that you did

not purchase?

A payfor something that you never received or for
a price that was not agreed upon?

A payfor work without confirming it had been done
and done properly

4 allow a plumber to paint your house even though
they never painted before?



Framing the Problem
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Rules of the Contracting Road



Rules of the Contracting Road

A Contracting processainlygoverned by:
A Section 8200, Home Rule Charter
A Chapter 171400, Philadelphia Code

4 Otherlaws,executiveorders, andegulations
regulate behavioduring process

4 Togetherensure competitive antransparent
process, free of influence and favoritism, for all
City contracts




Rules of the Contracting Road

City public integrity laws govern the actions of City employees and vendors
during the contracting process.
They can be broken down into three main categories:

Proceaure EtRIEs Crimmal/Enforcemen

Rules that detaitriminal
behavior. Gve agencies power
to investigateand enforce

Rules that prohibit certain

Rules that lay out _ _
behavior during the proces

contracting process

Examples: Examples:

A Conflicts of Interest A Kickbacks

A Award ﬁ Postemployment A Bribery

A Contract A gg:}sﬁ dge:ﬁ':il;lltilfs A Investigatory and

A Payment A Disclosures (>c/ampaign ENOIEEMEI [POREE

A Debarment finance, lobbyist,
financial)

A Transparency

A Representation

Examples:
A Bid and RFP process




Procurement in the Public Eye
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What Other
People See
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{ Internal { External
A Several agencies work 4 We are held
to ensure fairness and accountable by the
transparency in the public atlarge

contracting process

Together, City has a strong network
of watchdogs.



Procurement or w Bid/RFRequirements

Finance, Contract | wAward questions
. . . w Disqualification of bidder/applicant
LengIatlon unit ! wContract approval process

w Bid/RFP drafting

w Negotiation/approval of contract

w Vendor protests

| w Termination, suspension, debarment

Law Department

wConflicts of Interest
Board of Ethics wPolitical Activity

| wPostemployment restrictions

wMisuse/abuse of City resources
wFraud
' wTheft of time or resources

Inspector General or
Integrity Officer

wal @2NQRa 9ESOdziA @S hNRSNI 2y
wd DNB & ¢maifé Iégal but looks bad
' wlransparency or impropriety within the contracting process

Office of the Chief
Integrity Officer

wPurchase order approval
City Controller wDisbursement of vendor payments
| wAudits




Your Role in the Process

A Serve: as Ftline of defense to spot
and report fraud

A Understand:contracting rules,
regulations, and processes




Issues In the Contracting Proce



Overview: Contracting Process

Planning &

Selection

Performance

- RFP/Bid
Development

- RFP/Bid
Process

- Evaluation

- Award

- Contract
management

- Monitor
deliverables

- Regularly
evaluate
scope

- Invoice review

and approval

- Evaluate

invoice against
contract



The PA Turnpike

{ A Case Study In Bad Behavior
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A What are the main issues raised
by AG Kathleen Kane in her
description of this case?

A What do you think is the most
problematic aspect of this case?



{ Woo Hoo!

Break



ISSues:
Planning & Selection

{ Inappropriate Vendornteractions




Red Flags:
Inappropriate Vendor Interactions

A Provideadvance notice to potential
applicants/bidders of contracting
opportunities
4 Discloseconfidential information to certain
vendors
A Overly friendly interactions/relationships
with some vendors but not all
! _



Things to Remember:
Inappropriate Vendor Interactions

A Maintain:
AGl NOIYRly 30 KE R Nendorsy OS
A professional relationships with contractors
A Avold:
4 phone calls/othelone-on-one verbal
Interactions with bidders/applicants

4 Require:all preaward interactions to
occur inwriting

—
—
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Planning & Selection
{ Rigged Specifications



WALILISR FTNRY (K:¢

G ad &SI NE LN
iﬂﬁiﬁbmh ﬁnﬁt'@azﬂtﬁ' numerous former turnpike
officials, a contractor and forme
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post-gazette.com

Two former Pa. Turnpike
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Red Flags:
Rigged Specifications

A Specifications YR gAY YAY 3 O2Vy i NI
product/servicesdentical
A Winning contractoihelps draft specifications

A Unreasonable/unusuapecificationfor
item/servicesbeingprocured

A Multiple awards to one supplier in a
competitive field

A Use of name and brand terms instead of
generic terms to defineequest _



Things to Remember:
Rigged Specifications

A No Involvement: by potential
bidders/applicants in drafting process

4 Review: specification with an eye towards
competition and inclusion

A For example, review brargpecificity
(wherepossible)

—
—
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Planning & Selection
{ Unbalanced Bidding



An Example:
Unbalanced Bidding

A Longo Mechanica] had contract with City to
repair electric motors

4 Reality =Motors needed replacement, not repairs

A As a result, Longo placed a low price on repairs and high
price on equipment

A City learned that Longo was manipulating the
bidding process by appearing to be the low bidder
on paper
Al 2y32 RSSYSR ddzyNBaLR2yaag!
4 Decision confirmed by Court of Common Pleas



Things to Remember:
Unbalanced Bidding

A May Indicate:
A . A RR S Nmpliagte with other contract
requirements (ex: prevailing wages)

A A mistake, miscalculation, or
misunderstanding of bid specificationsould
lead to disqualification

A Disclosure of confidential information
4 Vendor taking advantage of the City

4 Could lead to excessive change orders or
over-charging

—
—



ISSues:
Planning & Selection

{ Split Purchases
/15
—




An Example:
Split Purchases

~ | City department is seeking training services and has
Y preferred training vendor

Total cost of training services$0,000
$50,000 > $32,000 (City threshold for formal RFP)

Departmentd a LJpurchasanto two contracts
@ #5,000 eachio avoid formal RFP.
Contract 1: traininglevd Contract 2: training facilitation

Preferred vendor Is awarded both contracts
without formal RFP.




Red Flags:
Split Purchases

A Multiple small contracts with same vendor for
similar items just below bidding thresholds
(typically in same department)

A Unnecessary or unjustified separation of
services for single contract

4 Small contracts under bidding thresholds
followed by amendments that increase the
amount
-



Things to Remember:
Split Purchases

A May be indicator of other fraudulent schemes
(ex: kickback)

A Decreases competition and transparency

4 Small contract may have less stringent
bonding/insurance requirements = increase risk
to the City

—
—



