	JOHN D.SPENCER

MAYOR

PHILIP A. ZISMAN

INSPECTOR GENERAL
	
[image: image1.wmf]
	CITY HALL

YONKERS, NEW YORK 10701

Ph: 14-377-6107

Fax: 914-377-6990

	 
	DEPARTMENT OF

INSPECTOR GENERAL

CITY OF YONKERS
	


To:

Robert Ferrito, President of the Yonkers Board of Education;



All Board of Education Trustees

From:

Philip A. Zisman, Inspector General

Re:

Contract with Xerox Corporation for copier services

Date:

December 8, 2000


In July of 2000, the Inspector General's office received a complaint from the Minolta Corporation alleging that the Board of Education's award of the District's copier contract to Xerox Corporation on July 28, 1999 was biased and unfair.
 This memorandum sets forth the results of our review of this matter.

Summary of Findings


The District's selection of the Xerox Corporation as its sole provider of copier services was not based on a fair and honest competitive process aimed at obtaining the best quality equipment and services at the lowest possible price. The School District's use of a Request for Proposals ("RFP") in which competitive bids were solicited and then subject to evaluation was flawed because the District did not fairly evaluate the Minolta Corporation's proposals, which could have potentially saved the District over $2 million dollars during the three year term of the contract.


While the Minolta proposal was not seriously considered and District officials never met with Minolta representatives to discuss their proposal, Xerox representatives met with Superintendent Dr. Andre Hornsby on several occasions before and during the RFP process, and Xerox was also given the opportunity to demonstrate its equipment to District officials. Additionally, Dr. Hornsby accepted improper gratuities from the Xerox Corporation that violated State Ethics Laws and Yonkers Board of Education policies and procedures.


Based on these findings we recommend that the Board direct: 1) the Assistant Superintendent for Technology to evaluate whether the Xerox contract is meeting the needs of the School District in order to determine how to best provide copier services in a manner that is fully integrated into the District's overall technology plan; 2) legal counsel to determine whether it is appropriate to either terminate the Xerox contract or renegotiate its terms; and 3) the Finance Department and legal counsel to review and make recommendations to improve the District's policies and procedures for utilizing RFPs to ensure the integrity of the procurement process.

Facts


The RFP


In the beginning of 1999, the District decided to upgrade its copier equipment, which consisted of approximately 188 copiers and mimeograph machines from various manufacturers. The old equipment was inefficient and prone to breaking down, causing problems for both teachers and administrators. A decision was made to let the vendors propose solutions for the District's copier problems. Thus, the District utilized an open ended RFP process in which the vendors were given latitude in crafting proposals that they believed would best meet the Districts' copier needs.

The Purchasing Department under the direction of Purchasing Agent Robert Haines drafted the RFP, and oversaw certain administrative aspects of the RFP process. The RFP instructed the vendors to review the District's copier usage, evaluate the current equipment inventory and submit proposals that offered "…a total turn-key operation to provide and maintain new copiers…" While vendors were encouraged to propose their own unique solutions to the District's copier requirements, the RFP provided a framework for what was minimally required. Specifically, among the RFP's specifications were the requirements that all proposals:

· provide  copier coverage for the entire School District;

· agree to a three year term with the option to extend;

· provide new, not remanufactured, copiers;

· agree that all equipment would be leased to the District;

· include a networking option, so that teachers and administrators could send documents from their personal computers to centralized copy centers;

· provide for maintenance from 8:00 a.m. to 5:00 p.m. Monday through Friday; 

· include on-site training of District personnel;

· include a commitment  to have all equipment up and running by the beginning of the 1999 school year; and,

· provide for the liquidation of the District's inventory of copiers that were being replaced.

According to the RFP, the submitted proposals were to be evaluated based on the vendor's ability to supply copiers that met the minimum requirements listed on the "Yonkers Public Schools Equipment and Options Specifications Summary Sheet," (attached to the RFP) and on the vendors ability to offer 100% coverage at all School District locations.

The RFP stated that the evaluation process would take into account the "product mix, cost effectiveness, accessory features and service offered" in each proposal. The RFP anticipated that the vendors might be requested to present their proposal to a committee of administrators, where the quality of the proposal and the professionalism of the vendor's representatives would be taken into consideration when a final selection was made.

The RFPs were distributed on April 22, 1999, at a mandatory pre-bid meeting. According to Minolta, the Purchasing Department confirmed that the vendors deemed to have the best proposals would be requested to make presentations to District officials who would make the final selection. 

Our review of the written RFP found it to be comprehensive and clear, and set the ground work for what should have been a fair competitive process to select a new copier service. (A copy of the RFP is attached as Exhibit "1".)

Meetings with Xerox 

Before and during the RFP process, Dr. Hornsby had several meetings with Xerox representatives. He first met Felita Fontenot, the Xerox Education Relations Manager for New York State Operations, at a superintendents' conference in Albany on January 24 and 25, 1999. At the conference Dr. Hornsby won a drawing for a Palm Pilot III, valued at $299 from Xerox. Thereafter, he met with Ms. Fontenot and other Xerox representatives in his office on March 23, April 13, and May 18, 1999. In addition, on April 28, 1999, only six days after the RFP had been distributed, Xerox transported Dr. Hornsby and a group of central office administrators and school principals from Yonkers to a Xerox showroom in Manhattan for a presentation and demonstration of Xerox's equipment. Neither the Purchasing Agent nor his representative attended any of the meetings with Xerox.

Upon learning that Xerox had given a demonstration to District officials, the Minolta representative claims to have requested the opportunity to make a similar demonstration of Minolta's copier equipment. Purchasing Agent Robert Haines did not recall Minolta making this request. According to Minolta, however, after it was deemed a finalist in the RFP process, Mr. Haines told Minolta that a presentation would be scheduled. The District never scheduled a presentation with Minolta, and Dr. Hornsby rebuffed Minolta's efforts to meet with him after the contract was awarded.

In addition to meeting with Xerox representatives before and during the RFP process, after the contract was awarded to Xerox, Dr. Hornsby was a guest speaker for Xerox, at the company's expense, at two company events. On September 21, 1999, he spoke in Rochester, New York, and on October 26, 1999, he spoke in Tarrytown, New York.

On the weekend of September 24, 1999, Xerox gave Dr. Hornsby an expenses paid trip to the Ryder Cup Golf Tournament that was being held in Massachusetts.
 Xerox officials have informed us that this trip violated internal Xerox ethics policy. Through his attorney, Dr. Hornsby has refused to answer any questions about the trips Xerox sponsored or anything else related to the Xerox contract.

The Xerox and Minolta Proposals

Although Dr. Hornsby had been meeting with Xerox representatives and District officials had attended Xerox's presentation and demonstration, the RFP process that the Purchasing Department was administering continued on a separate track. The due date for the submission of proposals was May 28, 1999, and four proposals were received,
 the Purchasing Department deemed that only the Xerox and Minolta proposals were comprehensive and subject to further review.

Xerox submitted three options with their RFP response. All options involved replacing the District's entire copier inventory with leased Xerox equipment.
 Option A contemplated a fully digital copier solution; Option B was for a mixed analog and digital copier solution; and Option C was for a fully analog solution.
 The Xerox options included supplies, the choice of including or excluding paper, a dedicated on-site, full-time service technician, the hiring of two Yonkers Public School student interns as part of a school career program, and a trade-in allowance of thirty-six thousand dollars for the current inventory of District equipment.

Minolta also submitted three proposals. Scenario 1-A replaced all existing District copiers with Minolta copiers and called for a combination of analog and digital equipment. Scenario 1-B was the same as scenario 1-A except called for keeping the existing Xerox machines in the Print Shop. Scenario 2 contemplated installing a mix of analog and digital Minolta copiers but called for keeping sixteen of the District's existing Konica copiers that were less than eighteen-months-old. Otherwise, the Minolta proposals were similar to the Xerox proposals, but did not include the supplying of paper or the hiring of two student interns.

Both the Minolta and Xerox proposals met the minimum terms and conditions of the District's RFP.

With respect to costs, which were based on the estimated total annual number of copies generated, Xerox's solutions ranged in cost from $846,000 to $1,411,200. Minolta's proposals ranged in cost from $441,000 to $534,390.

Vendor Analysis 

Although not set forth in the RFP, the Purchasing Department designed a process of evaluating the different proposals of Xerox and Minolta based on eight different categories. Each category was assigned a point value, with the total value of all the categories equaling 100 points. The categories and the points assigned to them were: 1) company history, size and market share - 10 points; 2) technology capabilities - 20 points; 3) maintenance and quality control - 5 points; 4) references - 5 points; 5) equipment specifications - 20 points; 6) financial analysis - 5 points, 7) proposal solution options - 15 points; and 8) costs - 20 points. Under this evaluation procedure each proposal could earn a maximum score of 100. According to the District's analysis, Xerox was awarded 86 points and Minolta 75. This analysis served as the basis for awarding the contract to Xerox.
 (A copy of the District's analysis of the Xerox and Minolta proposal is attached as Exhibit "2".)


The evaluations of the proposals based on these categories were performed in two parts: the Finance and Purchasing Departments evaluated non-technical areas (company history, size, and market share; references; financial analysis; and cost) and the Assistant Superintendent for Technology Cynthia Joffrion evaluated technology issues (technology capabilities; maintenance and quality control; equipment specifications; and proposal solution options.) 

According to Executive Director of Finance Frank Lutz and Purchasing Agent Robert Haines, they analyzed the non-technical categories based solely on the written submissions of Xerox and Minolta. They played no role in evaluating the technical categories. According to Ms. Joffrion, however, her analysis of the technology sections was seriously flawed because she did not carefully evaluate the Minolta proposal, and really could not have fairly done so, because she had never had an opportunity to see the Minolta equipment and question Minolta about its proposal.  According to Ms. Joffrion, it was understood that Xerox was going to be awarded the contract before her bid analysis was performed. 

Even without Ms. Joffrion's admission that the bid analysis was flawed, a review of the scoring of the Minolta and Xerox proposals demonstrates that the evaluations were not based on a fair analysis of the competing proposals.

As a general matter, the analysis was very superficial. Each explanation of why a particular score was awarded in a particular category is no more than one or two sentences, and often the differences in scoring appear arbitrary and subjective. Also, we note that the categories themselves appear to be somewhat arbitrary. The categories and the total points assigned to them were weighted heavily towards technology issues. Thus, the important factor of cost represented only 20% of the total score.


A review of the analysis in some of the specific categories is revealing. For instance, in the category "maintenance and quality control", Xerox received the maximum 5 points, while Minolta received only 3.5 points. The rationale for this scoring was the finding that Minolta only offered "one technical representative that will service [District] equipment on Tuesdays and Thursdays", while Xerox offered full time on-site service. This is simply an incorrect statement. The Minolta proposal made clear that it offered full-time technical services as required by the RFP.


Also, in the category "equipment specification" Xerox was awarded the maximum score of 20 points while Minolta was only awarded 12 points. The District analysis claimed that only Xerox offered a complete turnkey operation responsive to the RFP, while Minolta's recommended solution was limited to a combination of analog and digital copiers. Implicit in the District's reasoning is a finding that Minolta did not submit a comprehensive response to the RFP. This however, is not true. The RFP did not require specific solutions to the District's copier requirements. Instead, the RFP called for the vendors to craft their own recommended proposals to meet the District's needs. This is exactly what both Xerox and Minolta did. If the District wanted to require a specific solution, such as requiring all digital copiers, it should have expressly stated so in the RFP, and not establish such a requirement in the evaluation stage of the process. Thus, in this category, it appears that the District changed the rules of the RFP after the fact to Minolta's disadvantage, and therefore, we believe the allocation of points in this category was not fair.


In the category "proposed solution options" Xerox was awarded 15 points while Minolta received only 7.5. In its limited analysis, it appears that the District is again penalizing Minolta for failing to offer a fully digital solution. This is the same faulty reasoning that was used in analyzing the "equipment specifications" category.


Additionally, in the summary of its RFP analysis, the District claims that the 100% digital Xerox solution could lead to potential cost savings to the District of approximately $399,600. We found this unsupported statement misleading. Nowhere is it explained how those saving would be generated. In discussions, with Purchasing Agent Robert Haines, the $399,600 really was not a direct cost savings to the District, but supposedly represented the costs that Xerox included in their proposal that Minolta did not include.


Based on our review of how the District analyzed the competing proposals of Xerox and Minolta, and the different treatment that Minolta and 
Xerox received from the District, we believe that the decision to award the contract to Xerox was arbitrary.


Contract Award


 On July 28, 1999 the Board adopted Board Report No. 99-7-41 which awarded the contract to the Xerox Corporation. Attached to the resolution was a copy of the District's analysis of the competing proposals (See Exhibit "2"). The videotape of that Board meeting has been erased, and there is no other record of the extent of the discussion concerning this contract before it was approved. (A copy of the Board Resolution is attached as Exhibit "3".)

Terms and Conditions of the Xerox Proposal

The Board selected the Xerox Option A, which called for a fully digital solution to meet the District's copier requirements.
 The base cost for this option was $1,447,200.


The fully digital solution had two primary technological innovations based on a LAN/WAN infrastructure. In laymen terms, first, all District personal computers were to be wired together in a WAN ("Wide Area Network"), which would allow teachers and administrators to electronically submit documents from their computers to the District's Print Shop located at Board of Education headquarters at 28 Wells Avenue. The Print Shop would then print and deliver the required copies. Second, using LAN ("Local Area Network") technology, individual schools were to have all personal computers within the school networked so that teachers and administrators could electronically submit documents from their computers to the school's copy center. According to Xerox, the objective of the LAN/WAN innovations was to migrate from "walk and wait copying to point and click printing", thus making copying much more efficient. Also, cost savings to the District would be realized in the ability to eventually phase out the use of computer printers.


Under the payment terms of the contract, the District pays a base fee of $120,600 per month over a period of three years.
 The base fee covers all charges for up to 36,030,000 copies. Of this number, 24 million copies are assigned to the individual copiers located throughout the District. The Print Shop is allotted 12,030,000 copies.
 There is an additional cost for any usage that exceeds the 24 million copies at the individual copiers and 12.03 million copies at the Print Shop. The District is charged 1.4 cents for each additional black and white copy that is generated by the Print Shop over 12 million, and 25 cents for each color copy over 30,000. The District is charged 1.9 cents for each copy over 24 million for copies made at copiers not in the Print Shop. The contract was designed so that the District would realize a cost savings of .5 cents per copy for jobs performed at the Print Shop once the District generated more than 24 million copies. 


We also reviewed the contract language itself, in order to see if it was fully consistent with the Xerox proposal that the District selected. We note that there is no reference in the contract to the RFP or the Xerox response to the RFP, and there is no "merger clause" that would incorporate the RFP and the Xerox proposal into the contract. This may be important because, as discussed in the next section below, we have found that a key component of the Xerox proposal, the networking of computers to school copier centers, is not operational. The contract, however, does not include any language that states that networking is a requirement of the contract. Thus, under the contract, the District does not appear to have the right to hold Xerox in default for this shortcoming. We also note that the contract is signed by the Superintendent Dr. Hornsby and the Xerox representative, but there is no indication that the contract was approved by the District's legal counsel. (A copy of the Contract is attached as Exhibit "4".) 


Implementation of the Contract

As of the date of this memorandum, the District's contract with Xerox has been in place for approximately a year and a half. We have conducted a limited review of whether Xerox is meeting its obligations under the contract, and we have also analyzed the cost of Xerox's services for the first year.


 According to Xerox, the Print Shop has been fully networked as of March 2000. Thus, all teachers and administrators have the capacity to e-mail documents to the Print Shop. However, with respect to the de-centralized networks at the District's schools, Xerox admits that none of these networks have been activated. Thus, at none of the schools do teachers have the capacity to electronically send a document from their computer to the school's copy center. According to Xerox, the District is responsible for this failure because District personnel have not taken the necessary preliminary steps to activate the network.


Although the District is not fully utilizing the networking capacity of the Xerox equipment that was a centerpiece of the Xerox proposal, the District pays a premium for these services under the contract. In order to have a fully networked system, it was necessary for the District to select the most expensive option of utilizing digital copiers. However, because the school copiers are not networked, they are acting as stand alone copiers, a solution that could have been reached with the use of the significantly less expensive analog copiers.


With respect to the first year expenses, for the period of September 1999 through August 2000, the Yonkers Public Schools paid Xerox the contract base fee of $1,447,200. The annual reconciliation of copier usage, prepared by Xerox, shows the total copy volume as 48,311,038 copies. The 48,311,038 total was further broken down as 10,536,630 copies for the Print Shop and 37,774,408 copies at all other District copiers. These totals, when compared to the annual number of copies covered by the base fee, show that the Print Shop made 1,493,370 copies below the contract allowance of 12.03 million copies, and all other District usage exceeded the contract allowance of 24 million copies by 13, 774,408. Based on the terms of the contract, Xerox charged the District an additional $261,713.75
 for excess usage, increasing the total annual expense to $1,708,913.75.


Under the contract, the District does not receive credit for using less than the amounts included in the base fee. Thus, under the contract the District is required to pay the full excess charges even though the Print Shop made approximately 1.5 million copies less than the 12 million copies that are included in the base fee.  We note that if the District-wide excess usage of 13,774,408 copies had been channeled through the Print Shop, the excess would have been reduced to 12,294,763 copies, and the excess usage charge would have been reduced to $172,126.68
, reducing the total annual expense by $89,587.07


A review of the annual expenses reveals to us that while the contract was designed to promote a greater volume of copying at the Print Shop, this has not occurred. Instead, copying at the schools' copy centers was much heavier than expected. The net effect is that the payment structure of the contract appears to work to the District's disadvantage because most copies are made at the schools' copy centers and not at the Print Shop.


Minolta Cost Comparison

Xerox reported that in the first year of the contract the District made 48,311,038 copies. Using this actual figure, for comparison purposes only, we analyzed what the annual expense to the District would have been if Minolta's proposal to replace all existing District copiers had been implemented.
 Using the Minolta proposal, the annual base fee, excluding the cost of paper, would have been $534,390 for 28,200,000 copies. All additional copies above 28.2 million were to have been charged at $0.0075 per copy.


Once we factored in the cost of paper, we calculated that Minolta's annual cost would have been approximately $878,467. The difference between this projected cost and the $1,708,914 that Xerox actually charged the District is $830,447.

Findings

Based upon our review of the facts, we make the following findings:

1. The RFP process was seriously flawed. 

At the worst, the RFP served as nothing more than a subterfuge used to create the appearance that the award of the contract to the Xerox Corporation was the result of a fair and competitive process. At best, the District was grossly misguided in its evaluation of the two competing proposals. In either case, we believe the purported rationale for awarding the contract to Xerox is without value.


We believe that the most serious flaw in the RFP process was that the District did not have clearly defined internal procedures for implementing and evaluating the RFP. While the Finance Department through the Purchasing Agent was responsible for drafting the RFP, coordinating the receipt of the proposals, and evaluating several aspects of each proposal, neither the Purchasing Agent nor the Director of Finance claimed to have played a role in assessing the technological capabilities of the competing companies or in making the final decision to award the contract to Xerox. Also, the Assistant Superintendent for Technology stated that she played no part in crafting the RFP and only had a limited and perfunctory role in evaluating the proposals. She believed a decision to select Xerox had been made before she conducted her evaluation. Thus, she admitted that her after-the-fact evaluation was flawed.

To us, there appeared to be a lack of communication and coordination between District administrators who were involved in the project. No one claimed to be fully responsible for the outcome. Instead, it appears that the Superintendent's own involvement with Xerox must have greatly influenced the decision-making process, and led to a certain degree of passivity among the administrative staff in taking responsibility for ensuring the integrity of the RFP process.


Another telling problem with the RFP process, was the District's apparent failure to negotiate more favorable terms with the Xerox Corporation. Assuming that there was a legitimate technological reason for selecting Xerox's fully digital solution over Minolta's mixed digital and analog solution, it would have made common business sense to try to leverage the lower bid of Minolta in an effort to secure a better deal from Xerox. Moreover, it is usually expected that vendors do not submit their final and best offers in their initial proposals, and anticipate negotiations over the final price. However, we understand that no such negotiations took place or were even considered. To the contrary, in the post bid negotiations that did occur, the cost to the District actually went up by $36,000 per year.


The Board has set forth a general policy that requires that all procurements must "ensure the prudent and economical use of public monies, in the best interest of the taxpayers, to facilitate the acquisition of goods and services of maximum quality at the lowest possible cost under the circumstances, and to guard against favoritism, improvidence, extravagance, fraud and corruption. See Yonkers City School District Board Policy Manual § 3-2.3. We have found no convincing evidence that the District was guided by this policy when the copier services contract was awarded to Xerox. 


As a result of our review, we believe that the District must overhaul its procedures for utilizing RFPs. At a minimum, the Finance Department and legal counsel should review and make recommendations to improve the District's use of RFPs.  

2. The Xerox Contract was mismanaged.

 
Xerox admits that the local area networks that would link the schools' personal computers to the schools' copier centers are not functioning. It is Xerox's contention that the District is responsible for this shortcoming because the District failed to take certain prerequisite steps to prepare the various sites to be networked.


Regardless of who is responsible, it appears that both the District and Xerox have been lax in seeing that the contract was fully implemented. This is significant because to the extent that the District attempted to justify the selection of Xerox over Minolta, the decision was based on Xerox's purported superior technology and its ability to fully network the Districts' computers to its copiers. 


Ensuring that the Xerox proposal was fully implemented should have been a top priority of the School District. Instead, it seems that once the new copiers were installed, there was no follow through in networking the computers in the schools together. It appears to us that no administrator in the School District took ownership of this project and was responsible for ensuring that the District received the full benefit of the contract.
 As a result, more than fifteen months into this three-year contract, the district is only receiving some of the benefits for which it is paying.


We believe that the District's Assistant Superintendent for Technology should evaluate whether the Xerox contract is meeting the needs of the School District in order to determine how to best provide copier services in a manner that is fully integrated into the District's overall technology plan,

3. The cost of the Xerox contract appears excessive.  


The District appears to be over paying for the copier service that it is currently receiving. The Minolta Corporation proposal offered full copier services with a combination of analog and digital copiers that satisfied the terms and conditions of the District's RFP at approximately half the cost of the Xerox proposal that the District selected. We found no credible explanation as to why the Xerox solution is worth twice as much as Minolta's. Moreover, given that the digital copiers are not networked to school computers, it would appear that the District is paying for services that it is not receiving.

4. Dr. Hornsby violated District and State Ethics provisions.


Dr. Hornsby's exclusive meetings with Xerox representatives before, during and after the alleged competitive bidding process, cast a shadow over the fairness and legitimacy of that process, and may explain why the District's administrative staff never took charge of the RFP process. In addition, Dr. Hornsby's acceptance of the expenses paid trip to the Ryder Cup Golf Tournament and his receipt of the Palm Pilot III, were clear violations of State and Board ethics provisions.
 


Given these ethical violations, which establish a conflict of interest, and Xerox's own acknowledgement that the trip to the Ryder Cup violated the company's own corporate ethics provisions, the legal status of the Xerox contract with the District is very much in doubt. State law provides that contracts that were willfully entered into that violated the State Ethics laws are null and void and unenforceable. See General Municipal Law § 804. 


Based on the Superintendent's apparent conflict of interest and our other findings in this report, we believe that it is now incumbent upon the District to reevaluate the contract with Xerox both legally and substantively to determine whether to void the contract and seek new proposals, or negotiate significantly better terms for the District.

Conclusion


We believe that the District's selection of the Xerox Corporation as its sole provider of copier services was not based on a fair and competitive process aimed at obtaining the best quality equipment and services at the lowest possible price. There were serious weaknesses in the District's administration of the RFP process that led to the selection of Xerox. Based on these findings, the Board of Education should reevaluate the District's copier requirements to determine whether the Xerox contract should be continued and/or modified.  At the same time, the Board must develop new policies and procedures, which include provisions to hold District administrators accountable, to ensure the integrity of the District's RFP and contracting processes. 







� Minolta based its complaint on the belief that it was denied access to the District's decision makers while Xerox was given such access; that the District's bid analysis was inaccurate and not credible; and that the Minolta recommended copier solutions were up to $2 million dollars less expensive than the Xerox solutions over the three year term of the proposed contract.


� According to the Minolta representative, Dr. Hornsby initially scheduled a meeting with Minolta after the contract was awarded, but then cancelled the meeting and refused to reschedule it.


� Xerox has stated that the value of the trip was $2,283.


� The four submitted proposals were from Minolta, Xerox, Konica and Canon.


� We note that Xerox proposed to supply some copiers that were remanufactured. This was inconsistent with the terms of the RFP.


� For the purposes of this memorandum, the difference in digital and analog copier technology is that a digital copier can be networked to personal computers allowing a document to be sent electronically from a computer directly to the copier, while an analog copier is a traditional stand alone copier that requires the user to physically insert the original document to be copied into the copier. 


� We note that the costs of the different proposals, without further analysis, are not directly comparable because each vendor projected different annual copier usage. Xerox projected a total annual volume of 36 million copies and Minolta's highest projected volume was 28.2 million copies. Additionally, the Minolta proposals did not include the cost of paper. (We performed an analysis of comparable costs in the section of this memorandum entitled "Minolta's Comparative Cost" based on a comparison of the actual costs that the District incurred during the first year of the contract with Xerox with what the costs would have been if Minolta's most comprehensive proposal had been selected.)


� The RFP only stated that the evaluation process would take into account the "product mix, cost effectiveness, accessory features and service offered" in each proposal. We believe that it would have been fairer to let the bidders know the actual evaluation criteria in the RFP.


� Specifically included in this amount were the costs of paper, the hiring of two student interns, and the cost of a full-time, on-site Xerox technician. (We note, that contrary to District's analysis, the Minolta proposal also called for a full-time technician.)


� State law does not require that a contract based on an RFP be awarded to the low bidder. However, contract awards must be not be arbitrary, capricious or made in bad faith. See New York State Civil Procedure Law and Rules, Article 78.


� The selection of a fully digital copier system was the most expensive proposed solution to the District's copier requirements. This allows the District to network all of its copiers District-wide. We note that the RFP did not require an all-digital copier solution, and during our review we did not discover the reason why the District selected the fully digital option. Minolta contends that the fully digital option was unnecessary because not all District copiers required networking capacity. 


� The cost in the contract exceeded the RFP proposed cost because the District negotiated changes to the initial proposal. The District reduced the total number of copiers from 171 to 143, increased the memory capacity of all copiers, and added a color copier at the print shop. These changes increased the annual cost over the RFP by approximately $36,000. It is our understanding that no attempt was made to negotiate a reduction in price based on Minolta's lower bid.


� The contract called for the District to receive a monthly credit of $1,000 for the liquidation of the District's old copier inventory. Our review of the District's payments to Xerox revealed that the District had not received the monthly credit for an eight-month period from November 1999 through June 2000. 


�Of the Print Shops allotment, 12 million copies were black and white and 30,000 were color. 


� According to Xerox, schools have not been networked "due to missing or inactive network jacks at the schools. The completion of the school networking, activation of jacks, and identification of IP addresses for each device were all responsibilities of Yonkers personnel as agreed at meeting conducted in April, June [2000.]"


� Xerox charged the District 1.9 cents for each excess copy: 13,774,408 x $0.019 = $261,713.75


� Xerox charges the District 1.4 cents for each excess copy that is made at the Print Shop: 


12,294,763 x $0.014 = $172,126.68


� Minolta's plan called for the use of a mix of 104 new analog copiers, and 53 new digital copiers. The digital machines had networking capabilities.


� Our analysis of the comparative costs of the Xerox and Minolta proposals is set forth in greater detail in a schedule attached as Exhibit "5".


� We note that in a prior report of the Inspector General entitle Report on the Yonkers Public Schools' Computer Maintenance and Repair Program, dated June 14, 1999, we found a somewhat similar failure of the School District's administration to oversee a contract. In that matter, the District failed to adequately monitor and supervise the District's computer maintenance provider, which resulted in the district overpaying the vendor more than $100,000 and general poor service which did not conform to contract specifications.(Copies of this report are available through the Inspector General's office.)


�New York State General Municipal Law § 805-a.1 prohibits a District employee from accepting gifts that exceed seventy-five dollars in value. Moreover section 3-8.1 of the Board Policy Manual entitled Gifts to District Employees states that "[n]o employee is to receive any commission, expense paid trips, or anything of value from individuals or companies soliciting and/or doing business with the school district. Further, no employee shall accept any contribution, remuneration, economic or personal benefit as a result of the discharge of responsibilities in connection with employment in the Yonkers School District."
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