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Bids Gone Bad 

How to Spot and Prevent  

Wrong-doing in the Contracting Process 



 

 

      /ƛǘȅ ƘŜŀŘƭƛƴŜǎ ǘŜƭƭ ǘƘŜ ǎǘƻǊȅΧΦ 



ÁDiscipline or termination of City 
Employees 

ÁCivil Lawsuits 

ÁCriminal Charges  

ÁSuspension or Debarment of City 
Vendors 

ÁEthics Board Fines 

ÁMillions of Dollars Lost 

! ǎǘƻǊȅ ǿƛǘƘ ŎƻƴǎŜǉǳŜƴŎŜǎΧ 



Prevention is the key to 
ending the headlines. 



ÁPurpose & Background 

ÁRules of the Contracting Road 

Á²ƘƻΩǎ ²Ƙƻ 

ÁBREAK! 

Á Issues in the Contracting Process 

ÁBREAK! 

ÁWhat Would You Do?  

ÁRecommendations 

ÁClosing Points 

Agenda 



Purpose & Background 



1. Understand: basic rules governing 
contracting process 

2. Spot:  fraud and misconduct within 
the contracting process 

3. Safeguard: against potential issues 
during the contracting process 

¢ƻŘŀȅΩǎ DƻŀƭǎΧΦ  



ÁProvide a step-by-step overview of 
the contracting process 

ÁTrain you on the relevant 
procurement and contracting 
systems 

hǳǊ Dƻŀƭ ƛǎ bƻǘ ǘƻΧΦ 



IF YOU ARE INVOLVED IN THE CONTRACTING PROCESS 

   

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

governing these processes. 
 



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

Á Fraudster typically with deep knowledge of contracting 
process 

Á Indicators often dismissed as administrative oversights 

Á What initiates investigation may lead to totally different 
fraud scheme 

ÁIǳǊǘǎ ƳƻǊŀƭŜΣ ŘŜǎǘǊƻȅǎ ǘǊǳǎǘΣ ǎƘŀǘǘŜǊǎ ǇǳōƭƛŎΩǎ 
confidence 

 

What is Contract Fraud? 

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

 

Source:  The Anatomy & Illusiveness of Procurement Fraud by Tom Caulfield   
Journal of the Association of Inspector General.  



Á As a public employee involved in the 
contracting process, you are: 

Á A steward of tax-payer dollars 

Á Obligated to report wrong-doing immediately 

Á Unethical behavior: 

Á Creates suspicion 

Á Destroys trust 

Á Hurts morale  

Á Shatters public confidence 

 

Why Should this Matter to Me? 



Á want to be charged for something that you did 
not purchase? 

Á pay for something that you never received or for 
a price that was not agreed upon? 

Á pay for work without confirming it had been done 
and done properly? 

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

Ask Yourself... 



Framing the Problem 

Percentage of 
misconduct that goes 

unreported to 
management in the 
government sector 

Approximate number of 
complaints about 

contract misconduct 
received by the 

Inspector General in the 
last 2 years 

$4 million 
Amount saved or recovered 
from vendors in 2013 by the 
LƴǎǇŜŎǘƻǊ DŜƴŜǊŀƭΩǎ /ƻƴǘǊŀŎǘ 

Compliance Unit 
Sources:   
National  Government Ethics Survey, 2007.  Ethics Resource Center 
2013 Annual Report.  City of Philadelphia Office of the Inspector General 
 

$2.1 billion 
Total amount of awarded 

contracts in Fiscal Year 2013 
by the City of Philadelphia 

Six in Ten 
Government employees 
saw at least one form of 
misconduct in the past 

twelve months 



Rules of the Contracting Road 



Á Contracting process mainly governed by: 

Á Section 8-200, Home Rule Charter 

Á Chapter 17-1400, Philadelphia Code 

Á Other laws, executive orders, and regulations 
regulate behavior during process  

Á Together, ensure competitive and transparent 
process, free of influence and favoritism, for all 
City contracts 

Rules of the Contracting Road 



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: 

Procedure 

Rules that lay out  
contracting process 

Examples: 
ÅBid and RFP process 
ÅAward  
ÅContract 
ÅPayment 
ÅDebarment 

Ethics 

Rules that prohibit certain 
behavior during the process 

Examples: 
Å Conflicts of Interest 
Å Post-employment 
ÅGifts, gratuities 
Å Confidentiality 
Å Disclosures (campaign 

finance, lobbyist, 
financial) 

Å Transparency 
Å Representation 

Criminal/Enforcement 

Rules that detail criminal 
behavior.  Give agencies power 

to investigate and enforce 

Examples: 
ÅKickbacks 
ÅBribery 
ÅInvestigatory and 

enforcement powers 



Procurement in the Public Eye 

{ƻǳǊŎŜΥ  9ƛƭŜŜƴ ¸ƻŜƴǎΣ άtǳōƭƛŎ tǊƻŎǳǊŜƳŜƴǘ ŀƴŘ 9ǘƘƛŎǎΥ  tŀǊǘ мέ 

What Other 
People See 

Legal Ethical 

Our Goal 



²ƘƻΩǎ ²Ƙƻ 



{ { Internal 
Á Several agencies work 

to ensure fairness and 
transparency in the 
contracting process 

External 
Á We are held 

accountable by the 
public at-large 

 

²ƘƻΩǎ ²Ƙƻ  

Together, City has a strong network 
of watchdogs. 



²ƘƻΩǎ ²Ƙƻ 
ωBid/RFP requirements 

ωAward questions 

ωDisqualification of bidder/applicant 

ωContract approval process 

Procurement or  
Finance, Contract 
Legislation Unit 

ωBid/RFP drafting 

ωNegotiation/approval of contract 
ωVendor protests 

ωTermination, suspension, debarment 

Law Department 

ωConflicts of Interest 

ωPolitical Activity 

ωPost-employment restrictions 
Board of Ethics 

ωMisuse/abuse of City resources 

ωFraud  

ωTheft of time or resources 

Inspector General or 
Integrity Officer 

ωaŀȅƻǊΩǎ 9ȄŜŎǳǘƛǾŜ hǊŘŜǊ ƻƴ DƛŦǘǎ 

ωάDǊŜȅ ŀǊŜŀǎέ ς may be legal but looks bad 

ωTransparency or impropriety within the contracting process 

Office of the Chief 
Integrity Officer 

ωPurchase order approval 

ωDisbursement of vendor payments 

ωAudits 
City Controller 



 

 

ÁServe:  as 1st line of defense to spot 
and report fraud 

ÁUnderstand: contracting rules, 
regulations, and processes  

 

Your Role in the Process 



Issues in the Contracting Process 



- Contract 
management 

- Monitor 
deliverables 

- Regularly 
evaluate 
scope 

- RFP/Bid 
Development 

- RFP/Bid 
Process 

- Evaluation 
- Award 

 

 

 

Overview: Contracting Process 

Planning & 
Selection 

- Invoice review 
and approval 

- Evaluate 
invoice against 
contract  

Performance Payment 



{ 
The PA Turnpike 

A Case Study in Bad Behavior 



ÁWhat are the main issues raised 
by AG Kathleen Kane in her 
description of this case? 

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

{ƻƳŜ vǳŜǎǘƛƻƴǎΧΦ 



{ Woo Hoo! 

Break 



{ 

Issues:  
Planning & Selection 

Inappropriate Vendor Interactions 



Á Provide advance notice to potential 
applicants/bidders of contracting 
opportunities 

Á Disclose confidential information to certain 
vendors 

Á Overly friendly interactions/relationships 
with some vendors but not all 

 

Red Flags:   
Inappropriate Vendor Interactions 



ÁMaintain: 

ÁάŀǊƳǎ ƭŜƴƎǘƘέ ŘƛǎǘŀƴŎŜ  ŦǊƻƳ vendors 

Á professional relationships with contractors 

ÁAvoid: 

Á phone calls/other one-on-one verbal 
interactions with bidders/applicants 

ÁRequire: all pre-award interactions to 
occur in writing 

Things to Remember: 
Inappropriate Vendor Interactions 



{ 

Issues:  
Planning & Selection 

Rigged Specifications 



wƛǇǇŜŘ ŦǊƻƳ ǘƘŜ IŜŀŘƭƛƴŜǎΧΦ 

Two former Pa. Turnpike 
officials plead guilty to 

conflict of interest 
 

November 21, 2014 12:49 AM 

ά[ŀǎǘ ȅŜŀǊΣ ǇǊƻǎŜŎǳǘƻǊǎ ŎƘŀǊƎŜŘ 
numerous former turnpike 

officials, a contractor and former 
state senator with being involved 
in what they alleged was a wide-

ranging bid-rigging schemeΦέ 
 

Contractor helped write the RFP 
for contract they were ultimately 

awarded ς  
despite being highest bidder. 



Á Specifications ŀƴŘ ǿƛƴƴƛƴƎ ŎƻƴǘǊŀŎǘƻǊΩǎ 
product/services identical 

Á Winning contractor helps draft specifications 

Á Unreasonable/unusual specification for 
item/services being procured 

Á Multiple awards to one supplier in a 
competitive field 

Á Use of name and brand terms instead of 
generic terms to define request 

Red Flags: 
Rigged Specifications 



Á No involvement:  by potential 
bidders/applicants in drafting process 

Á Review:  specification with an eye towards 
competition and inclusion 

Á For example, review brand specificity 
(where possible) 

 

 

Things to Remember: 
Rigged Specifications 



{ 

Issues:  
Planning & Selection 

Unbalanced Bidding 



ÁLongo Mechanical ς had contract with City to 
repair electric motors 

ÁReality = Motors needed replacement, not repairs 

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

ÁCity learned that Longo was manipulating the 
bidding process by appearing to be the low bidder 
on paper 

Á[ƻƴƎƻ ŘŜŜƳŜŘ άǳƴǊŜǎǇƻƴǎƛǾŜέ  

Á Decision confirmed by Court of Common Pleas 

An Example: 
Unbalanced Bidding 



Á May Indicate: 
Á .ƛŘŘŜǊΩǎ ƴƻƴ-compliance with other contract 

requirements (ex:  prevailing wages) 

Á A mistake, miscalculation, or 
misunderstanding of bid specifications - could 
lead to disqualification  

Á Disclosure of confidential information  

Á Vendor taking advantage of the City 

Á Could lead to excessive change orders or 
over-charging 
 

Things to Remember: 
Unbalanced Bidding 



{ 

Issues:  
Planning & Selection 

Split Purchases 



 
An Example: 
Split Purchases 

City department is seeking training services and has 
preferred training vendor. 
 

Total cost of training services = $50,000.  

$50,000 > $32,000 (City threshold for formal RFP) 
 

Department άǎǇƭƛǘǎέ purchase into two contracts  

@ $25,000 each to avoid formal RFP.  

Contract 1: training devo/Contract 2: training facilitation  
 

Preferred vendor is awarded both contracts 
without formal RFP.  



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

Á Unnecessary or unjustified separation of 
services for single contract  

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

Red Flags:   
Split Purchases 



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

Á Decreases competition and transparency 

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

 

 

Things to Remember: 
Split Purchases 


