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THE CITY OF NEW YORK

OFFICE OF THE COMPTROLLER
1 CENTRE STREET
NEW YORK, N.Y. 10007-2341

John C. Liu

COMPTROLLER

June 27, 2013

To the Residents of the City of New York:

My office has audited the New York City Fire Department (FDNY) to determine whether
PURVIS Systems Incorporated (PURVIS) accurately and properly billed the City in accordance
with the terms of its City contracts and whether FDNY adequately monitored the bills submitted.
We audit agencies such as FDNY as a means of ensuring that they properly utilize City
resources and provide the necessary oversight of private concerns that contract services to the
City.

The audit found that, due to deficiencies in FDNY's contract management, the auditors could
not determine whether PURVIS accurately and properly billed the City. Specifically, FDNY did
not require PURVIS to provide detailed information on its consultants’ timesheets that would
allow verification of work hours and work locations. FDNY also did not ensure that consultants
were qualified for their respective work titles. FDNY also paid PURVIS for hardware purchases
prior to the hardware being delivered to FDNY, and there was no pre-approval of the hardware
purchases as required by the contract. In addition, we question whether FDNY obtained the
best price for the City when three of the five contracts were negotiated. The three contracts
reviewed were signed within a month of each other, yet the hourly rates varied from 16 percent
to 51 percent for the same titles. If the three contracts were negotiated with the lowest hourly
rates for each title, the City could have saved an estimated $7.02 million over the terms of the
two contracts with the higher hourly rate. Lastly, PURVIS had a significant mark-up for services
that it obtained from subcontractors. These mark-ups ranged from 9 percent to 288 percent.

The audit recommends that FDNY should consider seeking reimbursement for the $1.12 million
in questionable payments; require its contractors to provide more detailed information on the
timesheets; strengthen the controls on its payment approval process; and limit the mark-up a
contractor can charge on services and materials in future contracts.

The results of the audit have been discussed with FDNY and PURVIS officials, and their
comments have been considered in preparing this report. Their complete written responses are
attached to this report. If you have any questions concerning this report, please e-mail my audit
bureau at audit@comptroller.nyc.qov.

Sincerely,

s,

John C. Liu
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THE CITY OF NEW YORK
OFFICE OF THE COMPTROLLER
FINANCIAL AUDIT

Audit Report on the Expenditures Submitted by
PURVIS Systems Incorporated for Its Contracts
with the New York City Fire Department

FM13-054A
|

AUDIT REPORT IN BRIEF

PURVIS Systems Incorporated (PURVIS) specializes in providing technology and
communications services and systems to the public sector. During our scope period (July 1,
2004, to October 2012), PURVIS had six multi-year contracts with the New York City Fire
Department (FDNY). Five of these contracts were procured utilizing the New York State Office
of General Services (OGS) Back-Drop contracts. Those five contracts, with a total contract
amount of $98.1 million, required PURVIS to provide services such as: maintain and repair the
Starfire Computer Aided Dispatch (CAD) system; maintain and repair the Voice Alarm (VA)
system; provide upgrades to the Emergency Reporting System (ERS) and Electro-Mechanical
Alarm Display System (EMADS); design and install a new digital voice alarm system; and
design and install an electronic Patient Tracking System (PTS).

Payment invoices were submitted on a monthly basis. The invoices, along with the supporting
documents, are first reviewed and approved by FDNY project managers who were assigned to
the project. They are then reviewed by FDNY Contract Unit staff who verifies that the hourly
rates charged correspond to the contract and to ensure that the contract has not exceeded its
not-to-exceed amounts. As of October 2012, FDNY paid PURVIS approximately $93.5 million
for these five contracts. Table I lists the project description and the total value of each of the five
contracts.

Audit Findings and Conclusion

We could not determine whether PURVIS accurately and properly billed the City in accordance
with the terms of five City contracts because of deficiencies in FDNY’s contract management.
Specifically, FDNY did not require PURVIS to provide detailed information on its consultants’
timesheets that would allow verification of the work hours and work locations (which affected the
rate paid) and did not include non-travel rates for certain titles within its contracts despite the
fact that some consultants with these titles did not travel. FDNY also did not ensure that
consultants were qualified for their respective work titles. These deficiencies resulted in FDNY
approving payments without sufficient documentation. Based on the audit of the documentation
available, we question $1.12 million in payments made to PURVIS.
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FDNY also paid PURVIS for hardware purchases prior to the hardware being delivered to
FDNY, and there was no pre-approval of the hardware purchases as required by the contract.
In addition, we question whether FDNY obtained the best price for the City when three of the
five contracts were negotiated. The three contracts reviewed were signed within a month of
each other, yet the hourly rates varied from 16 percent to 51 percent for the same OGS titles. If
the three contracts were negotiated with the lowest hourly rates for each title, the City could
have saved an estimated $7.02 million over the terms of the two contracts with the higher hourly
rate.

Lastly, PURVIS had a significant mark-up for services that it obtained from subcontractors.
These “mark-ups” ranged from 9 percent to 288 percent.  Our research found that several
municipalities impose limits on the amount of these markups, ranging from 0 percent to 10
percent. Had FDNY imposed a maximum of a 10 percent subcontractor “mark-up” on these
contracts, the City could have saved an estimated $4.6 million.

Audit Recommendations
FDNY should:
e Consider seeking reimbursement for the $1,119,516 ($870,719 for non-travel
staffing billed at travel rate + $248,797 for staff who did not qualify for the titles
billed).

. Ensure that all future contracts:

» Include non-travel rate titles that correspond to travel rate titles when
applicable.

» Require its contractors to provide more detailed information on the
timesheets, including but not limited to:

= A more detailed description by project on the work they performed.
= Work location for each specific project.
e Consider that all future contracts include a clause:

» To ensure that the City is getting the best pricing from its contractors and
that any cost savings are being passed along to the City.

» That limits the mark-up a contractor can charge on services or materials
to ensure the City is getting the best pricing from its vendors.

e  Strengthen the control on its payment approval process by:
»  Ensuring that the consultants worked the hours that FDNY is billed for.

»  Verifying the work location of consultants to ensure that the correct hourly
rate is being used to bill the City.

»  Ensuring consultants qualify for the title they are using to bill the City.
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» Ensuring that hardware purchased by the contractor is necessary and
only used on a FDNY project. FDNY should pre-approve all hardware
purchases in writing, especially items sent to a non-FDNY site.

» Ensuring that contractor payments on hardware purchases are being
made in accordance with the contract terms.

» Requiring supervisory signature by its vendor prior to the submission of
subcontractor timesheets.

e Ensure that contractors awarded multiple contracts for similar services are
providing the best price on those contracts.

Agency Response

FDNY officials disagreed with the audit’s findings and conclusions and disagreed with most
aspects of the recommendations. In their response, PURVIS officials believe they were fully
compliant with all contract requirements. We disagree with FDNY’s and PURVIS’s positions. We
encourage FDNY officials to revisit their position as we believe that implementation of the
recommendations would improve FDNY’s contract negotiation and payment processes.
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INTRODUCTION

Background

PURVIS specializes in providing technology and communications services and systems to the
public sector. During our scope period (July 1, 2004, to October 2012), PURVIS had six multi-
year contracts with the FDNY. Five of these contracts were procured utilizing the New York
State OGS Back-Drop contracts.®  Those five contracts, with a total contract amount of $98.1
million, required PURVIS to provide services such as: maintain and repair the Starfire CAD
system; maintain and repair the VA system; provide upgrades to the ERS and EMADS; design
and install a new digital voice alarm system; and design and install an electronic PTS.

Payment invoices were submitted on a monthly basis. The invoices, along with the supporting
documents, are first reviewed and approved by FDNY project managers who were assigned to
the project. They are then reviewed by FDNY Contract Unit staff who verifies that the hourly
rates charged correspond to the contract and to ensure that the contract has not exceeded its
not-to-exceed amounts. As of October 2012, FDNY paid to PURVIS approximately $93.5 million
for these five contracts. Table | lists the project description and the total value of each of the five
contracts.

Table |

List of PURVIS Contracts

Contract Amount Paid as
. o Contract Contract
Project Descriptions Amount of October 2012
. s ) o Start Date | End Date
(in millions) (in millions)
Maintain and Repair Starfire CAD $22.1 $22.1 03/07/2005 | 03/06/2012
System
Modernization of the Emergency
Reporting System and the Electro- $41.1 $39.9 04/18/2005* | 10/16/2012
Mechanical Alarm Display System
Design, Fabrication, and Installation
Services for the Modernization of the $12.2 $12.0 03/14/2005 | 09/13/2011
Voice Alarm System
Maintain and Repair of the Voice $17.2 $17.2 11/07/2005 | 05/06/2012
Alarm System
Design, Implement, and Deliver an
Electronic Patient Tracking System $5.5 $2.3 02/05/2007 | 02/21/2013
Total $98.1 $93.5

*This project began in 2001 and suspended in 2003. The project was subsequently re-registered under a
new registration process initiated by the City in 2005. The scope of services and contract amount were
increased with the same 2001 pricing structure.

1 A sixth contract was procured utilizing the services of the U.S. General Services Administration. This contract started in December
2011 and was not included in this audit because it was in the very early stages at the time our audit began.

2 OGS establishes backdrop contracts that prequalify vendors for provision of services. These contracts establish standard terms
and conditions, set maximum not-to-exceed prices, and satisfy many legal requirements associated with procurements.

Office of New York City Comptroller John C. Liu FM13-054A 4



Objectives

The objectives of this audit were to determine whether PURVIS accurately and properly billed
the City in accordance with the terms of its City contracts and whether FDNY adequately
monitored the bills submitted by PURVIS.

Scope and Methodology Statement

We conducted this performance audit in accordance with generally accepted government
auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives. This audit was conducted
in accordance with the audit responsibilities of the City Comptroller as set forth in Chapter 5,
893, of the New York City Charter.

The scope of this audit was July 1, 2004, to October 2012. Please refer to the Detailed Scope
and Methodology at the end of this report for the specific procedures and tests that were
conducted.

Discussion of Audit Results

The matters covered in this report were discussed with both FDNY and PURVIS officials during
and at the conclusion of this audit. A preliminary draft report was sent to both FDNY and
PURVIS officials and discussed at exit conferences held on April 25, 2013 (FDNY) and April 26,
2013 (PURVIS). On May 3, 2013, we submitted a draft report to FDNY and PURVIS officials
with a request for comments. We received written responses from both FDNY and PURVIS on
May 17, 2013.

FDNY officials disagreed with the audit’s findings and conclusions and disagreed with most
aspects of the recommendations. FDNY officials attempted to detract from and diminish the
audit’s primary finding, internal control weaknesses in FDNY’s contract negotiating and payment
approval processes. Throughout their response, FDNY officials attempted to bolster the
appearance of the effectiveness of their project management and contract administration over
the PURVIS agreements. Unfortunately, FDNY fails to grasp the ramifications of the identified
weaknesses in internal controls. These weaknesses leave the agency vulnerable to waste and
abuse and may result in excessive costs related to time- and material-based contracts.

In their response, PURVIS officials stated, “We are committed to performing high-quality;
accurate work for the New York City Fire Department, as evidence by the fact that less than 2%
of the $93.5 million in work that was reviewed was in question. We intend to continue to be fully
compliant with all contract requirements governing existing and future work for the FDNY...”

We disagree with FDNY’s and PURVIS’s positions. Further, we encourage FDNY officials to
revisit their position as we believe that implementation of the recommendations would improve
FDNY’s contract negotiation and payment processes and save the City needed resources. With
regard to PURVIS’s response, PURVIS officials are disingenuous in characterizing the amounts
cited in this audit as being minimal and not agreeing to reimburse the City.
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The full text of the responses received from FDNY and PURVIS are included as addenda to this
report. Our detailed comments concerning the FDNY and PURVIS responses are discussed on
page 23 of this report.
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FINDINGS AND RECOMMENDATIONS

We could not determine whether PURVIS accurately and properly billed the City in accordance
with the terms of five City contracts because of deficiencies in FDNY’s contract management.
Specifically, FDNY did not require PURVIS to provide detailed information on its consultants’
timesheets that would allow verification of the work hours and work locations (which affected the
rate paid) and did not include non-travel rates for certain titles within its contracts despite the
fact that some consultants with these titles did not travel. FDNY also did not ensure that
consultants were qualified for their respective work titles. These deficiencies resulted in FDNY
approving payments without sufficient documentation. Based on the audit of the documentation
available, we question $1.12 million in payments made to PURVIS.

FDNY also paid PURVIS for hardware purchases prior to the hardware being delivered to
FDNY, and there was no pre-approval of the hardware purchases as required by the contract.
In addition, we question whether FDNY obtained the best price for the City when three of the
five contracts were signed.® The three contracts reviewed were signed within a month of each
other, yet the hourly rates varied from 16 percent to 51 percent for the same OGS titles. If the
three contracts were negotiated with the lowest hourly rates for each title, the City could have
saved an estimated $7.02 million over the terms of the two contracts with the higher hourly rate.

Lastly, PURVIS had a significant mark-up for services that it obtained from subcontractors.
These “mark-ups” ranged from 9 percent to 288 percent.  Our research found that several
municipalities impose limits on the amount of these markups, ranging from 0 percent to 10
percent. Had FDNY imposed a maximum of a 10 percent subcontractor “mark-up” on these
contracts, the City could have saved an estimated $4.6 million.

Internal Control Weakness in FDNY’s
Contract Negotiating and Payment Approval
Processes

FDNY'’s system of internal controls for its contract negotiating and payment approval processes
has significant deficiencies that prevent FDNY from determining whether PURVIS accurately
and properly billed the City. Although the contracts require that “The Contractor shall submit any
and all documentation and justification in support of expenditures or fees under this Agreement,”
the supporting documentation required by FDNY is insufficient to justify whether PURVIS’s
billings were reasonable and appropriate. Specifically, FDNY did not require consultant
timesheets to include:

. a detailed description of the work performed,

. the work location (which affected the rate paid),

. actual daily start and end time worked on each task/project, and

. a FDNY project manager signature indicating oversight of the work performed.

® The three contracts were for Maintenance and Repair of the Starfire System, Modernization of the ERS/EMADS, and the Design,
Fabrication, and Installation Services for the Modernization of the Voice Alarm System.
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Further, FDNY did not require a PURVIS official to sign subcontractors’ timesheets, which
would indicate to FDNY that a PURVIS supervisor was certifying the work performed by
subcontractors.

When we spoke to FDNY officials regarding how FDNY verifies the reasonableness and
appropriateness of PURVIS payment invoices, FDNY officials informed us that because
PURVIS contracts are not-to-exceed fixed cap deliverable contracts, PURVIS bills hours as the
project progress. FDNY'’s view is that as long as PURVIS completes the work without exceeding
the contract cap amount, PURVIS met its contractual obligation. FDNY’s treatment of these
contracts as fixed price rather than as time and material could result in the projects being
completed at a higher cost than necessary.

Under time and material contracts, FDNY project managers need the necessary information to
closely monitor contractor performance by verifying labor hours to specific labor categories.
FDNY’s contracts should have required PURVIS to submit timesheets with more detailed
descriptions of work performed, hours per project, and work locations so that FDNY could verify
the hours being billed for each consultant and that correct hourly rates were being used. If the
consultants’ timesheets had more detail, FDNY would have been able to more closely monitor
the contract expenses by comparing timesheets to invoices and possibly reducing the cost to
the City.

FDNY’s payment approval process also did not require that hardware purchases have FDNY
written pre-approval nor did it require FDNY’s sign-off indicating acceptance of the hardware
prior to reimbursing PURVIS for the hardware purchased as required in the contract. These
deficiencies prevented us from determining whether consultants are being paid the correct
hourly rate and payments are made only for services and materials that are required and
actually provided.

Insufficient Details on Consultants’ Timesheets

FDNY did not require PURVIS to provide detailed information on consultants’ timesheets to
allow verification of the work hours and work location. (See Appendix | and Appendix Il for a
sample of a PURVIS employee timesheet and a subcontractor timesheet.)) The contracts
required that “The Contractor shall submit any and all documentation and justification in support
of expenditures or fees under this Agreement...” Four of the contracts required that expenses
be billed on a time and material basis.* Three of the five contracts reviewed allow two different
rates for the same title, one rate for work performed at FDNY facilities (travel rate) and a
separate rate for a PURVIS location (off site).”> For example, a Project Analyst Level Il title had a
regular hourly rate for work performed at a PURVIS facility of $100 and a more expensive hourly
rate (travel rate) of $141 for work performed at FDNY facilities (on site).

The timesheets used by PURVIS employees and subcontractor consultants do not provide any
detailed description of the work performed, the location where the work was performed, or the
daily actual start and end times worked on each task/project. For example, during August and
September 2010, FDNY paid PURVIS a total of $1,396,678 for services performed under the
five contracts. Approximately 47 percent or $649,797 was for labor charges. Although the

* The fifth contract for the Maintenance and Repair Services of the Voice Alarm System is a Firm Fixed Price contract that does not
require the review of consultants’ hours or timesheets.

® The three contracts are the Maintenance and Repair of the Starfire System, Modernization of the Emergency Reporting System
and the Electro-Mechanical Alarm Display System, and Design, Fabrication, and Installation Services for the Modernization of the
Voice Alarm System.
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hours billed matched the number of hours stated on the consultants’ timesheets, the timesheets
only captured the number of hours the consultants charged on each task. As shown in Appendix
I and Appendix II, the consultant’s timesheet does not document any detail of the work
performed, the location where the work was performed, or the actual start and end times worked
on each task/project. This was true of all the timesheets during our scope period. As a result,
we were unable to determine whether the $649,797 paid to PURVIS during August and
September 2010 was billed at the correct hourly rate and for the correct number of hours
worked by each consultant.

In addition, the subcontractors’ timesheets do not require any supervisory sign-off (see
Appendix Il). Without independent verification by PURVIS or FDNY, these timesheets as
submitted lacked adequate information to ensure that payment was for appropriate services
rendered and that consultants actually worked on FDNY-related projects.

Moreover, most consultants worked at PURVIS's Rhode Island, Queens Village, and Port
Jefferson locations (off site). Of the $649,797 in labor charges during August and September
2010, $507,221 (78 percent) was billed at the higher hourly travel rate. Due to the lack of
information on the timesheets, we could not determine whether the high percentage of labor
charges using the travel rates was justified. For example, for both Thursday and Friday during
the week ending April 22, 2007, a consultant recorded that he worked on the ERS
Modernization Contract for four hours and worked another four hours on the Voice Alarm
Modernization contract. On the consultant’s timesheet (see Appendix 1), this work was
described as “project documentation.” For both of these days, PURVIS billed four hours at the
regular rate and four hours at the travel rate. Because the timesheet did not specify work
locations, there is nothing to support charging the higher travel rate for these eight hours. In
addition, the task description does not give enough information to determine if the hours
charged were justified.

Consultant timesheets clearly lack critical information to support the hours and the rates being
charged by PURVIS and the location where the work was performed. During negotiation with
FDNY, PURVIS negotiated certain titles with a travel rate and non-travel rate. It also negotiated
certain titles with only travel rate, indicating that all consultants using those titles will be working
at FDNY facilities. It then negotiated other titles only as non-travel. For the audit scope period,
PURVIS billed nine consultants at the travel rate yet informed us that these nine consultants
only worked at off-site locations. Their timesheets did not indicate any information to contradict
PURVIS’s assertion that the nine individuals did not travel and, therefore, the hours billed for
those consultants should be billed at the regular rate. The contracts, however, do not always
contain both the regular hourly rate and travel rate for every titte. Some contracts only have a
travel rate despite the fact that some of the consultants in those titles do not travel.  Only four
of those nine consultants’ titles contain both a regular and travel rate in their contracts. This
inconsistency could indicate that the FDNY might have overpaid up to an estimated $870,719 to
PURVIS for services incorrectly billed at the travel rates for these nine consultants.®

FDNY is unable to verify the hours charged by consultants or the location where the work was
performed when they reviewed PURVIS invoices because this information is not included on the
timesheets. Timesheets are only used to verify that the title and the hourly rate charged
correspond to the terms of the contract. According to FDNY officials, “The pricing for work for

® For four consultants’ titles that contain both regular and travel rates, we used the difference between the two rates and multiplied
the total number of hours billed to come up with the overpaid amount of $493,672. For the remaining five consultants who only had
a travel rate, we calculated the average difference between those consultant titles that contained both travel and non-travel rates.
Then we multiplied that difference by the number of hours worked by the five consultants for the audit scope period and estimated
an overpayment of $377,047.
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each of these contracts are Fixed Cap Deliverables. Each deliverable is supported by the
projected number of labor hours to complete the work. The vendor must complete all work and
cannot exceed the fixed price cap of the contract.” On the contrary, the five contracts that we
reviewed all have a not-to-exceed contract amount. It appears that FDNY’s main concern is
that the hours billed by PURVIS do not exceed the budgeted hours. However, FDNY is not
ensuring that the hours billed and hourly rates charged are justified. FDNY effectively has
eliminated any possibility of paying less than the maximum (not-to-exceed) amount allowable
under the contracts.

Questionable PURVIS Titles Billed

PURVIS incorrectly billed the City for seven consultants who did not qualify to be billed as a
Programmer Analysts. Our review of the in-office titles and associated job descriptions provided
by PURVIS found that these seven consultants did not qualify for the Programmer/Analyst rates
PURVIS billed the City (see Appendix Il for the job description of the in-office titles). For our
audit scope period, PURVIS billed 2,864 hours, totaling $248,797, for these seven consultants.
Without the proper qualifications or experience, we question how these consultants performed
writing application software, programming, and software conversions. Table Il shows the in-
office administrative titles and the contract tittes PURVIS billed for its consultants.

Table Il

Questionable Titles Billed

PURVIS Employee PURVIS Administrative Title Title Billed* | Cumulative Cost
#1 Administrative Assistant PA I $15,091
#2 Administrative Assistant/Graphic Artist | PA | $28,661
#3 Purchasing Clerk PA | $139,567
#4 Contracts / Financial Analyst PA I $32,854
#5 Contracts / Financial Analyst PA I $28,750
#6 Contracts / Financial Analyst PA I $3,473
#7 Contracts Manager PA I $401
*PA — Program Analyst Total Cost $248,797
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Inadequate Oversight on Hardware Purchases

FDNY has inadequate control over hardware purchases made by PURVIS. This raises the
question of whether the hardware purchased was needed and was used solely on FDNY
projects. Hardware purchases made by PURVIS were not pre-approved by FDNY’s project
managers as required by two contracts (Modernization of the Voice Alarm System and the
Patient Tracking System). Further, most of the hardware purchased was shipped to PURVIS’s
Rhode Island location. According to FDNY officials, hardware was assembled in Rhode Island
and subsequently shipped to FDNY for installation and acceptance. FDNY would sign payment
vouchers for hardware delivered to Rhode Island without verifying the completeness of the
delivery.

The Design, Fabrication, and Installation Services for the Modernization of the Voice Alarm
System contract states, “equipment selected shall be approved in writing by the FDNY prior to
procurement by the contractor.” According to FDNY officials, PURVIS initiated hardware
purchases for the Design, Fabrication, and Installation Services for the Modernization of the
Voice Alarm System contract as part of their task to deliver complete modernized systems for
the project. Without written pre-approval from the FDNY project managers on hardware
purchases and FDNY’s verification being performed during the delivery of the finished product,
there is no assurance that all the components purchased were used on the FDNY contracts to
which they were invoiced.

We reviewed eight months of invoices for PURVIS hardware purchases. FDNY was billed
$564,977 for these hardware purchases. FDNY paid these invoices upon the delivery of the
hardware (mostly to PURVIS’s Rhode Island location).” However, according to the contracts,
“costs for the purchase of hardware and third-party software components shall be reimbursable
upon written acceptance of installation of such components at the Fire Department installation
site.” Table Ill shows examples of the hardware purchased by PURVIS and shipped to Purvis’s
Rhode Island location.

” The eight months are March 2006 to June 2006, April 2007, September 2008, August 2010, and September 2010.
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Table 1l

Examples of Hardware Purchases Made by PURVIS
and Delivered to Rhode Island without FDNY Pre-approval

Iltem Description on Invoices Quantity Price Per Unit Total Cost
Enclosures 512 Series 24 $1,998.00 $47,952.00
Eﬁgﬂﬁaéiggrg”d Assembly of Printed 265 $165.00 $43,725.00
HDX-600Q-P Power Supply 5 $1,200.00 $6,000.00
Tantalum Capacitors 9,500 $1.17 $11,115.00
Ez?;ication of VME Panel for Line 300 $21.00 $6.,300.00
Fabrication of VME Panel for CPC 305 $17.00 $5,185.00
Toggle Switch 150 $5.76 $864.00
Phone Connector 541 $0.13 $70.33

Because FDNY did not pre-approve the purchases and did not oversee its assembly, FDNY has
limited assurance that all purchases were used on FDNY projects.

FDNY Did Not Ensure that PURVIS Provided
the Best Pricing for the City

The City would have saved at least an estimated $7.02 million if three contracts signed in 2005
had titles that were all negotiated with the lowest hourly rate listed in the three contracts. The
consultant hourly rate for the same title charged by PURVIS varies among the three contracts.
Table IV shows the hourly rates for the four titles with the largest variances among the three
contracts.
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Table IV

List of Hourly Rates

Design, Hourly Rate
Fabrication, and Modernization of the . ourly
. . Maintenance Difference of
Installation Emergency Reporting . .
X and Repair Lowest price
Services for the | System and the Electro- :
L . . of the Starfire contract to
Modernization | Mechanical Alarm Display o ) .
: System Highest Price
of the Voice System
contract
Alarm System
Title Rate Rate Rate Rate
Project
Manager | T* $86.36 $111.21 $113.43 $27.07
Program
Analyst I $75.22 $100.32 $102.33 $27.11
Specialist | $62.52 $87.62 $89.37 $26.85
Program
Analyst | $52.51 $77.60 $79.15 $26.64

*Project Manager Level | Travel rate
**The Starfire contract includes an escalating hourly rate for each contract year. The rate used is the
lowest hourly rate associated with the first contract year.

The differences on the hourly rate among the three contracts varied from 16 percent to 51
percent. All three contracts were signed within a month of each other by FDNY’s Agency Chief
Contracting Officer (ACCO). As noted earlier, the Modernization of the ERS/EMADS project
originally started in 2001. The project was suspended in 2003. At that time, $13.1 million had
been expended. In 2005, FDNY restarted the project entering into a contract with PURVIS that
expanded the scope of services and increased the dollar amount to $26 million. However,
FDNY did not renegotiate the hourly labor rates which were higher than the rates the City had
negotiated with similar PURVIS contracts. FDNY could have negotiated less costly rates as it
had done in another_contract that was signed within a month of the 2005 ERS/EMADS contract.

All three contracts require that “the price, warranties, benefits, terms and costs stated in the
proposal are at least equal to or more favorable to the City than the prices, warranties benefits,
terms and costs charged or offered to commercial customers for similar services and are
exempt from all sales taxes.” The three contracts were for similar services as they were
procured utilizing the New York State OGS Backdrop Contract awarded under the same
Request-For-Proposal.® FDNY failed to enforce the provision in the contracts that the price be
at least equal across contracts for similar services. Consequently, FDNY may have overpaid an
estimated $7.02 million for the two contracts with the higher hourly rates. Table V reflects the
estimated potential savings for the two contracts.

® New York State OGS Backdrop Contracts expired on December 31, 2011. Individual contracts awarded under the backdrop
contracts before December 31, 2011, continue to be governed under those terms.
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Table V

Savings on the FDNY Contracts

Modernization of the
Emergency Reporting System
and the Electro-Mechanical
Alarm Display System

Maintenance and
Repair of the Total
Starfire System

Total Labor Cost $27,712,114 $10,019,206 $37,731,320
Total Labor Cost
(Using the lowest $22,729,356 $7,982,303 $30,711,659
Rate)
Savings $4,982,758 $2,036,903 $7,019,661

FDNY'’s failure to enforce the provision of equal pricing for similar services resulted in PURVIS
billing different hourly rates for an employee who split his work week between two FDNY
contracts. For example, on one contract, PURVIS billed $186 per hour for 10 hours worked by
an employee (six hours for 8/23/2010 and four hours for 8/24/2010). On another contract,
PURVIS billed $175 for six hours worked by the same employee (two hours for 8/23/2010 and
four hours for 8/24/2010). In this case, the same employee is being billed at a different rate for
hours worked during the same day depending on which contract he charged his time to. Had
PURVIS billed at the lower rate for both contracts, a savings of $11 per hour could have been
achieved, resulting in a savings of $110 for the 10 hours worked. As discussed previously,
FDNY did not require PURVIS to submit timesheets that specified what the employee worked on
during the day so there is no control that would allow FDNY to determine whether the hours
charged by one employee on a particular day between contracts were accurate (see Appendix

).
Lack of Restriction on Mark-up Rates

FDNY contracts do not provide a separate rate for subcontractor billings or provide any specific
limitation for situations where PURVIS was able to obtain subcontractor personnel at
significantly lower hourly rates than the contract-negotiated ones. Consequently, PURVIS was
able to charge a set hourly rate per title for services rendered whether PURVIS had an
employee or a subcontractor perform those services. In effect, this enabled PURVIS to add a
mark-up when it submitted an invoice for subcontractor services. As of October 2012,
subcontractors billed PURVIS $11.5 million for the services provided and PURVIS added a $5.8
million “mark-up,” an average mark-up rate of nearly 50 percent, when it billed the City for
services performed by its subcontractors.

FDNY did not limit PURVIS’s mark-up or require PURVIS to pass any savings on to the City that
it gained by having subcontractors perform work on these contracts. The NYS Backdrop
contract states, “Contractor’s principal duty shall be to obtain the ‘Best Value’ for the Issuing
Entity which shall be entitled to all savings negotiated by the Contractor on its behalf.” None of
the five contracts had included a provision that would limit the mark-ups PURVIS could charge if
it hired subcontractors. PURVIS billed at the stated contract rates, which were significantly
higher than the rates paid to its subcontractors, instead of passing any savings on to the City.
PURVIS was paid a system integration fee of $355,203 on the ERS/EMADS contract, which

Office of New York City Comptroller John C. Liu FM13-054A 14



was to compensate it for profit and the risk associated with that project. Therefore, on that
specific contract, PURVIS was able to make a profit twice, once when it added a mark-up to the
bills it submitted for its subcontractor services and the other time when it was paid a system
integration fee.

We compared the hourly rates PURVIS paid to subcontractors to the stated contract rates that
PURVIS charged to the City and found that PURVIS charged a mark-up ranging from 9 percent
to 288 percent. For example, one of the subcontractors billed PURVIS $20 an hour for the
services provided by six college interns and PURVIS billed the City using a contract-specified
hourly rate of $53 to $78 per hour, a mark-up of 163 percent to 288 percent. PURVIS was billed
a total of $17,080 for the services of the six college interns and added a mark-up of $35,933
when it billed FDNY.

It is a common practice in other municipalities to include a clause in the contract to restrict the
contractor’s mark-up. A review of contracts from other municipalities found that these contracts
include a clause in their standard contract that limits contractors’ mark-ups from 0 to 10 percent.
Table VI shows the limitation on mark-ups from other municipalities.

Table VI
Limitation on Mark-up

Source Document Type Maximum Mark-up Allow

City of Los Angeles Standard Services Contract 10%

Florida Department of Negotiation Handbook 0%

Transportation

Washington State Department of Local Agency Guidelines 4%

Transportation

Northeast Ohio Regional Sewer Standard Agreement with 0%

District Consultant

Tampa Bay Water Administrative Policy and 5%
Procedure Directive 650-15

Wyoming Department of Instruction for Professional 0%

Transportation Consulting Services

Maine Turnpike Authority Engineering Consultant 0%
General Conditions

City of Chicago — Department of Request for Proposals 0%

Procurement Services

Environmental Programs and Request for Proposals 5%

Planning Division — Port of Oakland

As shown above, several local governments do not allow their contractors to charge any mark-
up on subcontractor costs. However, if FDNY included a O percent to 10 percent mark-up in the

PURVIS contracts, FDNY could have saved a minimum of $4.6 million and up to $5.8 million,

PURVIS also used a subcontractor consultant as the project manager for the Emergency
Reporting System and Electro-Mechanical Alarm Display System contract. In the project
proposal, PURVIS states that the subcontractor consultant “will serve as the PURVIS Team
Project Manager for this contract. He will be responsible for maintaining control over the work
duties, schedule, and performance of all PURVIS staff. He will be responsible for weekly status
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reports, Work Plan updates, Time Distribution Reports, Meeting Summaries and attending
status meetings.” This individual was paid approximately $1.4 million by PURVIS and then
PURVIS charged the City approximately $2.2 million. In other words, PURVIS charged a mark-
up of approximately $800,000 (55 percent) for a Project Manager to direct PURVIS’s staff.
Normally, the mark-up covers the cost of directing the consultants’ work, but in this case, the
subcontractors’ employee is directing PURVIS’s staff on the job. PURVIS is essentially being
paid a premium to have a subcontractor oversee the project.

Recommendations
FDNY should:

1. Consider seeking reimbursement for the $1,119,516 ($870,719 for non-travel
staffing billed at travel rate + $248,797 for staff who did not qualify for the titles
billed).

FDNY Response: “Disagree. PURVIS provided two rates in their best and final offer
during contract negotiations with FDNY. A standard New York State Office of
General Services (NYSOGS) rate that included all potential expenses, including
travel, and a discount rate for those employees or consultants for which they
estimated that any additional expenses were not applicable. PURVIS then
established the employees or consultants that would be covered by either rate. The
standard NYSOGS rate did not preclude PURVIS from utilizing employees that may
have limited travel, or require that such employees actually travel. It is an overall
methodology for the vendor to recover travel related expenses for all employees
over the term of contract utilizing hourly base rates. As such the Fire Department
does not agree that seeking reimbursement from PURVIS is appropriate for staffing
that the Office of the Comptroller has identified as non-travel.

“PURVIS utilized the Programmer Analyst title for a number of individuals that
provided services for various projects throughout the full term of the agreements.
Moreover, at the time of the financial audit, it is our understanding that PURVIS
provided the Office of the Comptroller audit team with information concerning the
current title of the employees, but did not provide the titles and level of work
performed during the period of contract performance. FDNY has identified two (2)
employees who were listed on original staffing charts provided by PURVIS in the
technical proposals including J.G, and H.S, both of whom provided technical
services and were correctly invoiced. Also, it should be noted that the NYSOGS
guidelines indicate that vendors can invoice for work other than that provided in the
'mandatory titles' utilizing the Specialist Title as a ‘catch all’ work description. The
Fire Department will consider additional information provided by PURVIS in respect
to the remaining employees to determine applicability to the projects. The total
amount to be reviewed is $80,568.91, and we will agree to seek reimbursement if it
is determined that the work performed was not applicable to the project or the
contract job titles.”

Auditor Comment: While it is true that the NYSOGS rate was an inclusive rate,
FDNY did not use the concept of an all-inclusive rate. Certain titles were negotiated
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to include both a travel and non-travel rate while other titles had only one rate
(either travel or non-travel). Logically, the titles with only the travel rate would mean
any consultant in that title was required to travel and any consultant with a non-
travel rate was not required to travel. Titles with both rates would have some
consultants traveling and some not. Alternatively, FDNY, in its response, argues that
for those titles with only one rate, it did not matter if consultants traveled or not
because those consultants would be paid the rate for the title. This position is not
supported by the contract terms. For example, in the Emergency Reporting System
and Electro-Mechanical Alarm Display System contract, the rate for a project
manager level Il is listed as PM Ill T (indicating travel rate), and the rate for a
program analyst level | is listed as PA | (without a T). If it did not matter whether a
consultant traveled or not, there would be no need for FDNY to add the “T” behind
some titles and not other titles. We believe that if there were only a travel rate “T”
associated with a title in the contract, then all the consultants in that title should be
expected to travel. Otherwise, there would be no need to include a “T.” If, after the
contract started, the person was a non-travel resource, then PURVIS should not
have invoiced the person at a travel rate.

In addition, FDNY claims that two of the seven individuals cited in the report were
correctly invoiced as Programmer Analyst I. However, if FDNY closely examined the
resumes, it would have seen that the two individuals did not meet the two-year
experience requirement for a program analyst. J.G. worked as both a Bench
Technician and a Sound Engineer prior to being billed at the PA | rate. Meanwhile,
H.S. worked as a Senior Graphic Artist. According to the OGS contract, the
gualification for a PA | is “Minimum of 2 years experience with writing application
software, data analysis, data access, data structure, data manipulation, databases,
design, programming, testing, and implementation, technical, and user
documentation, software conversion; environments include but are not limited to
mainframe, mid range, personal computers, laptops.” Clearly, if FDNY closely
reviewed the qualifications, it would have realized that both individuals did not have
the experience to qualify as PA Is. Moreover, both PURVIS and FDNY did not
provide any documentation to refute that the remaining five individuals were
incorrectly billed. Therefore, we stand by our findings and believe that PURVIS
incorrectly billed the City for the seven consultants who did not qualify as PA Is and
believe that FDNY should consider seeking reimbursement for the $1,119,516.

2. Ensure that all future contracts:

» Include non-travel rate titles that correspond to travel rate titles when
applicable.

FDNY Response: “Disagree. The NYSOGS min-bid process was a unique
solicitation process that required vendors to subsume all travel-related expenses in
their proposed labor rates. This procurement process has expired and is not utilized
by the Fire Department in its solicitation processes. FDNY solicitations that require
travel by vendor staffing or consultants mandate that the costs of such travel
expense is invoiced separately.”
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Auditor Comment: FDNY appears to disagree for the sake of disagreeing. The
recommendation clearly states it should be implemented when applicable. This
means if a similar solicitation process occurs, FDNY should ensure that both non-
travel and travel rates are incorporated in the contract. In addition, if this process
reoccurs, FDNY needs to ensure that those consultants billed at a travel rate
actually travelled to a FDNY location.

» Require its contractors to provide more detailed information on the
timesheets, including but not limited to:

= A more detailed description by project on the work they
performed.

=  Work location for each specific project.

FDNY Response: “Disagree. We have determined that for most projects, the
information provided on timesheets is sufficient to permit approval of the work and
payment to the vendors. The FDNY requires vendors to provide information related
to each project as applicable. In most cases, the timesheet references the project
by a corresponding project number or work code description, or a short description
of the work performed. The work of the staff is generally a collective effort that is
summarized in the project reports submitted with each invoice, and in some
projects, the work description is also included on the invoice. The FDNY carefully
monitors the work progress throughout the term of the project, reviews the progress
reports and monitors the ongoing deliverables. Projects vary in the need for
supporting information, and also in the location requirements. In construction
related projects, the vendor submits timesheets with the hours, titles and rates of
each employee as well as the facility location where the work is being performed.
However, consultant type projects may require contract employees at various
locations, and as such, the need to indicate the location is not required. Locations
are not required because the billing rates are employee specific, and not location
related.”

Auditor Comment: We question how FDNY could monitor work hours billed if there
is no detail on the timesheets. The information provided on timesheets and
supporting documents, such as a progress reports, is not sufficient to justify the
consultants’ hours for a time and material contract. Information provided on the
timesheets such as a project number or work code description does not indicate the
specific task performed by the consultant. The progress report only focuses on the
entire project as a whole, and lacks details regarding work performed by each
individual consultant. The progress report would be the document that an agency
would rely on if the contract were a flat fee one to determine that the project is, in
fact, progressing. However, these contracts were billed on a time and material basis,
requiring the agency to more closely review detailed timesheets to justify the
number of hours billed. Because a time and material contract does not provide a
positive profit incentive for the contractor to limit billing, appropriate government
monitoring is required to ensure work is completed in an efficient, timely, and cost-
saving manner. Therefore, FDNY should require consultants to provide more
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detailed information on timesheets. In addition, in future contracts, work locations
should be required if they affect the billing rates.

3. Consider that all future contracts include a clause:

» To ensure that the City is getting the best pricing from its contractors
and that any cost savings are being passed along to the City.

FDNY Response: “Disagree. The Fire Department takes exception to the
implication that the FDNY is not achieving the best pricing for City. The Fire
Department utilizes a number of procurement methods to fulfill its needs for goods,
services and construction. Most contracts are awarded through competitive sealed
bids, and as the law makes clear, the projects are publicly solicited and awarded to
the lowest responsive and responsible bidder. RFP's include language such that the
award of a contract will be to the responsible proposer whose proposal is
determined to be the highest quality and most advantageous to the City, taking into
consideration the price and overall quality of the proposal as measured against the
criteria set forth in the RFP. We also consider awards based on best value which is
defined as the bid or offer that optimizes quality, cost and efficiency. The Fire
Department always endeavors to achieve the best pricing and cost savings through
ongoing negotiations with our vendors, and by management of the project costs and
budget.”

Auditor Comment: FDNY misinterpreted the intent of this recommendation. This
potential cost-saving language came from the NYSOGS contracts and has been in
place for many contracts. The intent of this language is to afford governmental
agencies the ability to get the best price from their contractors. Essentially, any
savings negotiated by the contractor on behalf of the City should be passed along to
the City. If a contractor is able to negotiate a lower hourly rate for its subcontractor
to perform certain tasks, those savings should be passed along to the City.

» That limits the mark-up contractors can charge on services or materials
to ensure the City is getting the best pricing from its vendors.

FDNY Response: “Disagree. The FDNY does not consider this requirement to be
in the best interests of the City. Each project is different in capacity and
requirements. With such a limitation, vendors will recover such costs through other
variables such as increased labor and material rates to cover any deficiencies on
the mark-up factor. As such, establishing such a mark-up cap is difficult and in some
cases could be counter-productive Also, such a limitation may inhibit M/WBE and
emerging vendors, who may require a greater markup in order to cover higher than
normal costs, such as loans, bonding, insurance, administration, etc.”

Auditor Comment: FDNY'’s position is without merit. Setting a limit on mark-up in
the contract will not have negative effects on future contracts. This practice is meant
to control costs. Currently, many New York City contracts limit mark-up on material
purchases and it has not had the negative impact FDNY alludes to in its response.
Further, many other municipalities already include a clause limiting mark-up on
subcontractor work in their contracts without any stated consequence. It would be
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in the best interest of the City if FDNY reconsiders its position and explores
opportunities to limit mark-up in order to save City funds. We suggest that FDNY
consult with the Mayor's Office of Contracts before deciding that this
recommendation is not in the best interest of the City.

4.  Strengthen the control on its payment approval process by:
»  Ensuring that the consultants worked the hours that FDNY is billed for.

FDNY Response: “Disagree. The Fire Department disagrees with the position
taken by the Office of the Comptroller audit team that its payment approval policies
need to be strengthened. The Fire Department maintains a thorough payment
approval process and verifies consultant working hours. FDNY Project Management
and Contract Administration thoroughly review all the invoices and supporting
documentation for reasonableness to facilitate the acceptance of the deliverables
and services, and approve the payments. FDNY Project Management closely
monitored project deliverables including time expended by PURVIS employees and
consultants on specific project tasks. Our Project Managers were aware of the
contract format and project budgets, and worked to assure proper cost containment
for each project. They used professional judgment in reviewing each invoice and the
accompanying timesheets, progress reports and other materials, to facilitate their
acceptance of the deliverables and services, and approve the payments.”

Auditor Comment: PURVIS invoiced FDNY on a time and material basis, yet the
timesheets that FDNY reviewed did not record the daily times the consultants
started and ended their work days or indicate the specific tasks accomplished each
day. We find it difficult to understand how FDNY could verify the consultants’ work
hours when the timesheets do not have the detailed description of the work
performed or the actual time spent on each specific task. Without sufficient detalil,
FDNY cannot determine if PURVIS billed for the consultants’ time accurately. The
fact that FDNY did not verify the consultants’ work hours is further supported by
FDNY project managers who stated that timesheets were used to monitor which
consultants worked on the project but were not used to verify the work hours each
individual consultant billed under the contract. According to the FDNY project
managers, invoices are usually approved as long as the billed amount does not
exceed the budgeted cost for each deliverable. FDNY needs to reconsider its
position as it applies to those contracts invoiced on a time and material basis to
ensure work is completed in a timely and cost-efficient manner.

» Verifying the work location of consultants to ensure that the correct
hourly rate is being used to bill the City.

FDNY Response: “Disagree. The Fire Department disagrees with the position that
such verification practices are not in place within the agency. FDNY does verify the
appropriate invoicing rate for employees in such instances where there are different
levels of billing or other such unique situations. In the contracts audited by the Office
of the Comptroller, locations are not required because the NYSOGS rate was not
dependent upon actual travel. The standard NYSOGS rate did not preclude
PURVIS from utilizing employees that may have limited travel, or require that such
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employees actually travel. FDNY and PURVIS negotiated final rates to reduce costs
from the standard NYSOGS rates based on the employee designation and their
skills, not by the location of work.”

Auditor Comment: The FDNY contracts we reviewed contradict FDNY’s response
that it utilized the NYSOGS’ all-inclusive rates. In its PURVIS contracts, FDNY did
not utilize the NYSOGS rate, but instead FDNY negotiated hourly rates that
specified whether the consultant would travel (adding a T designation at the end of
the title) or would not travel (no T designation). By negotiating travel and non-travel
rates, FDNY would need to closely monitor the location where a consultant would
work. As previously discussed, FDNY did not monitor the work location and,
therefore, cannot claim that it verified the appropriate invoicing rate. FDNY needs
to revaluate its position and verify the work location of consultants if the hourly rate
is affected by consultants’ work locations.

»  Ensuring consultants qualify for the title they are using to bill the City.
FDNY Response: “Agree.”

» Ensuring that hardware purchased by the contractor is necessary and
only used on a FDNY project. FDNY should pre-approve all hardware
purchases in writing, especially items sent to a non-FDNY site.

FDNY Response: “Agree.”

» Ensuring that contractor payments on hardware purchases are being
made in accordance with the contract terms.

FDNY Response: “Agree.”

» Requiring supervisory signature by its vendor prior to the submission of
subcontractor timesheets.

FDNY Response: “Disagree. The FDNY acknowledges that the subcontractor
timesheet should be signed by the subcontractor employee and by the
subcontractor project manager. However, sign-off by the primary vendor may not be
applicable since they may not have supervised the work, but have accepted the
deliverable. The acceptance of the deliverable by the prime constitutes acceptance
of the timesheets and representations of the subcontractor. In the same manner, if
FDNY does not coordinate or supervise any direct work of the prime contractor
employees or consultants, then their timesheets are not countersigned by FDNY
Project Managers.”

Auditor Comment: Because subcontractors invoiced on a time and material basis,
FDNY’s response that the primary vendor did not supervise the work of the
subcontractors’ consultants is not acceptable. FDNY does not seem to understand
that accepting a deliverable does not provide any assurance that the hours invoiced
and associated costs are accurate.

5. Ensure that contractors awarded multiple contracts for similar services are
providing the best price on those contracts.
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FDNY Response: “Disagree. The FDNY utilizes competitive procurement
processes to obtain the best pricing and best value in the interest of the City and the
taxpayers. Procurement responses are reviewed to determine if they are in
conformance with the budgeted amount, and reviewed in relation to other
responses, market conditions, and other vendor pricing. Negotiations are conducted
with responsive and responsible vendors to obtain the best pricing and value
regardless of whether it is a single award or multiple contracts over several years.”

Auditor Comment: Although FDNY claims to negotiate best pricing, our audit has
found that FDNY did not do an effective analysis of three time and material
contracts that were signed within a month of each other. Specifically, FDNY did not
ensure that the same contractor who was awarded multiple contracts to provide
similar services did so at a comparative price. Furthermore, it is difficult to
understand how FDNY can disagree with this recommendation when, as discussed
in this report, the same individual was billed by PURVIS at vastly different rates
depending on the contract to which he/she was assigned. FDNY needs to
objectively consider the issues, reassess its position, and consider the
recommendations discussed in this report.

Office of New York City Comptroller John C. Liu FM13-054A 22



DISCUSSION OF FDNY'S AND PURVIS'S RESPONSES
TO AUDIT FINDINGS

Finding: Internal Control Weakness in FDNY’s Contract Negotiating and Payment
Approval Processes.

FDNY Response: “FDNY Project Management and Contract Administration thoroughly review
all the invoices and supporting documentation for reasonableness to facilitate the acceptance of
the deliverables and services, and approve the payments. With the exception of certain approval
requirements, the FDNY does not accept the conclusion of the Office of the Comptroller.

The Office of the Comptroller concluded that FDNY managed the contracts as fixed price rather
than as the required time and material with a fixed price cap, thus resulting in the projects being
completed at a higher cost than necessary. FDNY Project Management closely monitored
project deliverables including time expended by PURVIS employees and consultants on specific
project tasks. The FDNY Project Managers were aware of the contract format and project
budgets, and worked to assure proper cost containment for each project.

Moreover, the FDNY Project Managers used professional judgment in reviewing each invoice
and the accompanying timesheets, progress reports and other materials, to facilitate their
acceptance of the deliverables and services, and approve the payments. It should also be noted
that the review and acceptance process for each invoice entailed extensive review by each
project team, and in the case where questions were raised for any portion of the invoice, the
FDNY Project Manager was in contact with PURVIS to ensure any and all errors were corrected
prior to the sign-off of the invoice package for any given month.

» Locations are not required because the final rates negotiated were
employee specific, and not location related.

» As professional employees, each PURVIS employee certified on their
timesheet that the hours incurred on each day were in accordance with
PURVIS Systems policies and procedures. The requirement to list the
sign-in and sign-out times was not required.

» The FDNY sign-off on the invoice package with all timesheets and
supporting documentation adequately satisfies the project manager
approval requirement.

» The FDNY acknowledges that in the case where a subcontractor
employee timesheet is not countersigned by the subcontractor manager,
then this should be corrected. However, sign-off by the primary vendor
may not be applicable since they may not have supervised the work, but
have accepted the deliverable. The acceptance of the deliverable by the
prime constitutes acceptance of the timesheets and representations of the
subcontractor. In the same manner, if FDNY does not coordinate or
supervise any direct work of the prime contractor employees or
consultants, then their timesheets are not countersigned by FDNY Project
Managers. We do not feel this represents a significant risk in contract
monitoring and administration.”
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Auditor Comment: We would agree with FDNY’s claim that it “thoroughly review[s] all the
invoices and supporting documentation for reasonableness to facilitate the acceptance of the
deliverables and services, and approve the payments” if these were fixed price contracts.
However, the contracts discussed in this report were time and material (T&M) contracts with not-
to-exceed amounts. A T&M contract provides no profit incentive to the contractor for labor
efficiency or cost control. Therefore, effective monitoring of T&M contract requires appropriate
government oversight to give reasonable assurance that effective cost controls are being used.
Under a T&M contract, project managers need to closely monitor contractor performance by
verifying labor hours to specific labor categories.

However, as discussed in this report, FDNY did not require PURVIS to provide the necessary
information for it to ensure that PURVIS completed projects in a timely and efficient manner and
at the least cost possible. Had this information been provided, FDNY’s project managers could
have provided the required oversight to verify hours billed by task to an appropriate budget
amount and determine if there were variances from the budgeted or anticipated costs. This
process is necessary to ensure that work was performed in a timely and cost-effective manner.

Progress reports focus on the completion status of project deliverables, not on cost savings.
These reports do not break down the details performed by each consultant on a particular day to
the amount of hours billed. It is virtually impossible to monitor T&M contracts from progress
reports.

FDNY also responded that sign-off on a subcontractor’s timesheets by the primary vendor may
not be applicable because it might not have supervised the work, but have accepted the
deliverable. FDNY’s response is implausible. If PURVIS as the prime vendor is responsible for
all deliverables, including those completed by its subcontractors, PURVIS should have attested
to the accuracy of time spent by their subcontractors in completing the deliverables by signing
off on their timesheets.

FDNY needs to reassess its position and take a more in-depth review of its contract monitoring
practices rather than the one it implied in its response.

Finding: Insufficient Details on Consultants’ Timesheets.

FDNY’s Response: “The Office of the Comptroller noted that FDNY did not require consultant
timesheets to include a detailed description of the work performed, the work location (which they
claim affected the rate paid), the actual daily start and end time worked on each task or project,
the FDNY Project Manager signature indicating oversight of the work performed, and the lack of
PURVIS approval of subcontractor's timesheets.

Each invoice and underlying timesheet had project codes that indicated the specific work that
the contractor employee or consultant performed, as shown in a detailed contract project plan.
As such, a detailed description of the work was not required. PURVIS has represented that this
methodology is consistent with the requirements of their Federal contracts.

PURVIS provided two rates in their best and final offer. A standard rate New York State Office of
General Services (NYSOGS) rate that included all potential expenses, including travel, and a
separate discount rate for those employees or consultants for which they estimated that any
additional expenses were not applicable. PURVIS then established the employees or
consultants that would be covered by either rate. The contract rates are the standard rates used
for all employees except for a separate tier of employees who receive a discount rate. The
standard NYSOGS rate did not preclude PURVIS from utilizing employees that may have limited
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travel, or require that such employees actually travel. The use of the "T" in the rate is a
misnomer; there is only one rate in most categories. It is an overall methodology for the vendor
to recover travel related expenses for all employees over the term of contract utilizing hourly
base rates. Furthermore, FDNY and PURVIS negotiated final rates to reduce costs from the
standard NYSOGS rates based on the employee designation and their skills, not by the location
of work. As a result, the FDNY achieved a cost savings of $4.7 million for the labor portion of the
ERS/EMADS project and the Voice Alarm project.

The FDNY response to the first set of findings addresses the issues noted concerning the daily
start and end time worked on each task or project, the FDNY Project Manager signature
indicating oversight of the work performed, and the PURVIS approval of subcontractor's
timesheets.”

PURVIS Response: “The contracts specified only one rate that could be billed for ‘PM3’
professionals — and the ‘PM3’ rate was defined in the contracts as including travel, meals and
lodging costs. As a reflection of our commitment to manage and reduce costs for the FDNY,
during the contract negotiation process, we proactively identified and defined a rate (the ‘PA2’
rate) that removed built-in travel costs for non-travelling professionals. In addition, please be
assured that the professionals tested on the Starfire contract travelled regularly and that we
have travel expense reports submitted by these individuals detailing this travel.”

Auditor Comment: We disagree with the FDNY and PURVIS responses. Our audit identified
nine consultants who did not travel, yet PURVIS billed and FDNY accepted a travel rate when
paying for the consultants’ hours. FDNY and PURVIS indicated that the contract hourly rates
are based on OGS rates that are all inclusive of travel and it did not matter if the consultant
actually traveled. As previously discussed, prior to the signing of the contracts, FDNY and
PURVIS negotiated certain OGS rates. These rates, which included travel, non-travel, or both,
were subsequently incorporated into the signed contracts. At this point, it does not matter
whether an OGS rate is all-inclusive of travel. FDNY should have followed what was negotiated
in the contract and applied the appropriate criteria to all consultants. FDNY needs to reassess
its position and reconsider recouping the money that was paid for the hours that were incorrectly
billed as travel.

Finding: Questionable PURVIS Titles Billed.

FDNY Response: “PURVIS utilized the Programmer Analyst title for a number of individuals
that provided services to various projects throughout the full term of the agreements. Moreover,
at the time of the financial audit, it is our understanding that PURVIS provided the Office of the
Comptroller audit team with information concerning the current titles of their employees, but did
not provide the title and level of work performed during the period of contract performance.
FDNY has identified two (2) employees who were listed on original staffing charts provided by
PURVIS in the technical proposals including J.G, and H.S, both of whom provided technical
services and were correctly invoiced. Also, it should be noted that the NYSOGS guidelines
indicate that vendors can invoice for work other than that provided in the 'mandatory titles'
utilizing the Specialist Title as a "catch all" work description.

This invoicing is of a limited nature considering the overall magnitude and duration of the
contracts (less than 0.2% of the total contact cost). PURVIS is currently reviewing the invoices
to determine if other staffing may have performed work related to the scope and project titles.”

PURVIS Response: “We use the U.S. government’s Federal Acquisition Regulations (FAR) and
cost accounting standards when determining how employees should accurately and fairly record
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their time worked on each contract. We apply that methodology consistently across all
contracts. We use this approach for the work we do for the Department of Defense, commercial
customers, and municipalities. We, and our customers, find it is a strong and clear set of
guidelines that result in high value and successful work product. This is the methodology we
used on the FDNY contracts.

After receiving your questions about some of the professionals who were billed at program
analyst rates, and on further reflection, perhaps we should have billed these individuals as
Specialists — or perhaps requested an ancillary labor category be added to the contract so we
could bill these individuals at a separate rate. We will be making that change moving forward on
all new engagements.

We would like to note that these questioned hours represent less than one half of 1% of the total
dollars billed under the contracts that were audited.”

Auditor Comment: FDNY’s and PURVIS’s explanations are without merit. According to the
OGS contract requirements, the qualification for a PA | is a “Minimum of 2 years experience with
writing application software, data analysis, data access, data structure, data manipulation,
databases, design, programming, testing, and implementation, technical, and user
documentation, software conversion; environments include but are not limited to mainframe, mid
range, personal computers, laptops.” Both consultants did not have the two years of qualifying
experience required for PA Is. J.G. worked as both a Bench Technician and a Sound Engineer
prior to being billed as working as a PA |, and H.S. worked as a Senior Graphic Artist. Moreover,
PURVIS and FDNY did not provide any documentation to refute that the five remaining
individuals were incorrectly billed.

Even though PURVIS acknowledges that both consultants were not billed correctly and did not
provide information on the remaining five, FDNY has yet to indicate whether it would seek
recoupment of the $247,797 regardless of how much these questionable billings represent. It
should be evident by its response that FDNY does not acknowledge the deficiencies in its
contract monitoring.

Finding: Inadequate Oversight on Hardware Purchases.

FDNY Response: “FDNY maintains that we had adequate control over the hardware purchases
made by PURVIS. The Office of the Comptroller notes that hardware purchases made by
PURVIS were not pre-approved by FDNY as required by the Voice Alarm and Patient Tracking
contracts, and that FDNY agreed to pay for component purchases prior to completion and
acceptance of the system.

FDNY acknowledges that we did not pre-approve certain hardware purchases and authorized
payment for component purchases; however, we had bi-weekly meetings to discuss the project
requirements including hardware procurement. The FDNY Project Manager, working with the
PURVIS Project Manager, was able to qualify that the products purchased by PURVIS were
needed for the system without pre-authorization.

Moreover, in its initial best and final offers to the FDNY for the ERS/EMADS Modernization and
Voice Alarm Modernization, PURVIS predicated their cost proposals on the opportunity to
invoice the hardware and software upon receipt at their facility, although the terms of this offer
were not included within the contract. We do agree that such authorization should have been
included within the terms of the contract or approved by a change order prior to invoicing the
hardware.
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However, as the project progressed, and due to the extensive delays in contract progress that
were imposed upon PURVIS by the City for both the ERS/EMADS and Voice Alarm project,
without a request by PURVIS for a contract increase due to these City imposed delays, FDNY
subsequently agreed to mitigate their financial burdens by authorizing PURVIS to pre-purchase
certain project material. Additionally, hardware payments were paid incrementally as the
systems moved through implementation; not all hardware was paid for upfront.

For Patient Tracking, FDNY authorized PURVIS to expeditiously procure certain completed
components of the system such as tablet PCs and software licensing in order to commence the
pilot testing. FDNY anticipated that the acceptance of the pilot would result in delays and
authorized payment of the components to minimize financial impact on the vendor. Moreover,
although the pilot was accepted, the implementation of the production was delayed by FDNY for
more than one year as a result of a different, but related project that was under review. Once
testing was completed and the pilot was successful, the authorization for purchasing all units for
a citywide deployment was given.”

Auditor Comment: FDNY had established adequate controls over hardware purchases as
prescribed in its agreement. However, once FDNY decided to bypass those controls and forgo
pre-approving hardware purchases, it weakened its assurance that funds were being spent
appropriately and that assets were being properly safeguarded. Given the large quantity of
products purchased, we do not believe bi-weekly meetings are enough to qualify the products
purchased.

Finding: FDNY Did Not Ensure that PURVIS Provided the Best Pricing for the City.

FDNY Response: “The contracts were solicited and negotiated over a varied period of time for
unrelated scopes of work requiring different skills sets and levels of effort in each pricing
category.

ERS/EMADS Modernization ("ERS/EMADS") required extensive engineering design and ramp-
up capability to undertake the transition of a project that was managed exclusively by another
vendor utilizing exclusive software coding. Alternately, Voice Alarm Modernization ("Voice
Alarm") was consistently managed by PURVIS. They had a thorough knowledge of the system,
and therefore did not project the need for staffing with higher skills. The FDNY negotiated
extensively with the vendor to receive substantial savings to the City for the contract awards.
Table 1, as listed in the financial audit report, does not truly represent the timeframes of the
solicitation and award processes. ERS/EMADS was not awarded in 2005, but originally
registered in 2001, and subsequently reregistered 4 years later. Attached is a table that clarifies
the timing of the solicitations and awards:
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PURVIS Contract Award

Contract Number | Description Solicitation Contractor Contract Awarded
Released Selected

857X250361 ERS/EMADS 10/5/2001(original)

20050026936 Modernization 9/2000 6/2001 fré glg?s/tze?gﬁ(re_
Voice Alarm

2005002853 Modernization 11/13/2001 120002 3/14/2005
Starfire

20050027685 Maintenance and | /g5, 9/2004 3/7/2005
Upgrades
ERS/Voice Alarm

20060016487 Maintenance and | 12/2004 4/2005 11/07/2005
Repair

In the summer of 2003, the City determined that it would review the communication and
dispatch capacities of the Fire Department and Police Department. The ongoing ERS/EMADS
project was placed on indefinite hold, and the award of the Voice Alarm contract was also
delayed. In late 2004, the City decided that the Fire Department and Police Department would
have a combined PSAC. PURVIS could continue work on ERS/EMADS with additional work for
the PSAC, and the Voice Alarm project could be awarded. At the time ERS/EMADS was
originally awarded, intergovernmental service contracts were awarded through DCAS, who then
issued a purchase order on behalf of the Fire Department for the initial project encumbrance. At
a later time, this process was changed (refer to attached memo from Mayor's Office of Contract
Services (MOCS) dated 11/25/03), and all new intergovernmental service contracts were
awarded directly by the agency utilizing a standardized formal contract. Inasmuch as the
encumbered amount on the DCAS purchase order was expended and we could not renew the
purchase order, the ERS/IEMADS project required re-registration under the new format as
agreed to by the Comptroller and MOCS, utilizing the same original pricing structure, scope and
terms of the DCAS award, with a change in the contract amount to allow for authorized
additional work as per Section 4-02(1(b) (ii) of the PPB Rules. The additional work did not
constitute a material scope change that would entail a new solicitation per Section 402 (2).

With respect to all of the PURVIS contracts, the FDNY negotiated the pricing over different
timeframes and achieved extensive cost savings for the City. However, the negotiations for
three of the contracts: ERS/EMADS, Voice Alarm and Starfire Maintenance and Upgrades
("Starfire™) requires a further understanding of the type of work, volumes and performance
requirements, as well as the negotiations at the time of award, which affected the final pricing
structure for each contract. For example, there is a negotiated savings of almost $4.7 million for
the ERS/EMADS and Voice Alarm contracts in the labor category, and an overall savings of
$12.7 million for labor and hardware:

Negotiated Labor Savings
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Name of Project Original Labor | Best and Final Savings
Offer Offer

ERS/EMADS $28,119,400.70 | $25,154,149.04 |$2,965,251.66

Voice Alarm Modernization $9,184,703.,67 | $7,481,892.50 |$1,702,811.17

Total Savings $4,668,062.83

Total Contract Savings

Name of Project Original Offer Best and Final Offer | Savings
ERS/EMADS $42,790,423 $33,156,546 $ 9,633,877
VA Modernization $14,329,529 $11,261,374 $ 3,068,155
Total Savings $12,702,032

ERS/EMADS was negotiated with PURVIS in 2001 for the complete upgrade of a critical system
that was previously designed and maintained by a different vendor. These negotiations resulted
in a final price offer which improved upon the original pricing. The Voice Alarm project was
negotiated almost two years after the initiation of the ERS/EMADS solicitation. This project
involved work for which PURVIS had extensive familiarity and work experience. Initially, in the
Voice Alarm proposal, PURVIS had proposed rates that were similar to and slightly higher than
their existing ERS/EMADS contract. Through extensive negotiations by FDNY, PURVIS agreed
to a reduction of the rates only for the Voice Alarm project, which took into consideration the
overall award volume and the skills required to execute a different type of system.

The Starfire contract was solicited and negotiated almost four years after the ERS/EMADS was
awarded in 2001. The Starfire contract is in part a requirements type contract, where the work is
awarded for upgrades on an as-needed basis, without any guarantee of any work or dollar
volume. As such, there are different labor rates for each year of the contract, and not a fixed
rate for the entire term, as provided for in ERS/EMADS and Voice Alarm. PURVIS agreed on
negotiated pricing in year 1 (2005) that was approximately 2% higher than their final prices in
the ERS/EMADSs contract of 2001. This should be compared to the Consumer Price Index (CPI)
inflationary rate increase of 9% for the same time period, and represents a significant
opportunity savings for the City.

Moreover, the ERS/EMADS and Voice Alarm rates were fixed for the full five year term of the
contract, and although the City imposed a delay of two years for both projects, PURVIS agreed
to hold their pricing until completion of the work.

The Office of the Comptroller audit team did not perform a reasonable analysis of the costs,
technical evaluations, and different offers at different time frames using different staffing levels,
requirements and technical expertise, and subsequently leveled all contract costs to the same
amount in order to produce an artificial cost analysis. The FDNY was fully aware of the
differential in the costs and required services, when it commenced negotiations with the vendor.
The financial audit analysis fails to take into account the dynamics of such negotiations during
the varying timeframes, and produces a potential cost savings that is not realistic or
representative of the negotiations.

The rates provided by PURVIS were highly competitive compared to the marketplace and
remain so at this time consistently being upwards of 20% lower than other vendors that have the
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capacity and ability to perform similar projects. The Fire Department consistently performs cost
and pricing analysis for its solicitations to determine if the awards are fair and reasonable. Such
analysis includes a review of the competing offers, market costs, and pricing from other qualified
vendors for work of a similar nature.

Given the results of the competition and the best and final negotiations and ultimately the
services received, we believe that FDNY accomplished the goal of obtaining the best pricing for
the City.”

Auditor Comment: Our review found that the three contracts referred to in the report were all
for similar services. They were procured utilizing the OGS Backdrop Contract awarded under
the same Request for Proposal. Therefore, it is our contention that FDNY did not do a thorough
analysis to determine the reasonableness of the costs when compared to the similar contracts
being signed at the same time. Instead, it priced each contract separately. FDNY also claimed
that the contracts required different skills sets. However, we found that a number of consultants
actually worked on various aspects of all three projects. If each of the contracts required
different skills sets, it would not be possible for the same consultant to work on multiple projects.
In fact, the same person performed the same task on the same day, yet was billed to FDNY at
two different rates because his time was split between contracts.

Even though the ERS/EMADS, Voice Alarm, and Starfire contracts were solicited and negotiated
over different periods of time, there were several opportunities to negotiate the final rates before
the contracts were signed. FDNY should have asked PURVIS to match the price offered on the
Voice Alarm contract before it re-registered the ERS/EMADS contract for a second time or
awarded the Starfire contract. Because the two other contracts offered similar services and
utilized the same OGS titles, FDNY should have been aware of the lower hourly rate negotiated
in the Voice Alarm contract and required PURVIS to provide the City with the hourly rates
agreed upon in the Voice Alarm contract.

We question why FDNY is so averse to this issue when it's been shown that a significant cost
saving could have been achieved had it compared the pricing of these three contracts. Going
forward, FDNY needs to reconsider its position so that the most reasonable rates can be
achieved.

Finding: Lack of Restriction on Mark-up Rates.

FDNY Response: “The price schedules in the solicitations and contract did not require any
separate pricing for subcontracting services, nor were these contracts established as ‘cost plus’
contracts. Moreover, the pricing structure established was consistent with the project
methodology provided by NYSOGS in their pricing guidelines to State and local agencies. This
methodology was structured so that the vendor can propose a fixed labor rate for each
NYSOGS title. This rate was then utlized for both prime contractor employees and
subcontractor consultants.

The FDNY followed this recommended methodology in its procurement process. As such,
PURVIS provided ‘blended’ uniform labor rates for both their direct employees and consultants,
and this was the basis of their cost proposal. The Office of the Comptroller auditors also did not
address PURVIS' underlying operational costs for the project including all overhead, payroll, and
profit. The report focuses solely on the ability to limit the mark-up for subcontracting, without
taking into any consideration of the risk basis undertaken by a vendor using uniform pricing
without any escalation for at least a decade of work.
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Conversely, allowing the vendor to supply subcontractors on a direct cost or cost plus basis
could be considered non-competitive for it may fail to provide adequate cost control. In this
instance an agency's cost control basis could be cited for its failure to provide uniform rates for
both employees and subcontractors, if in such cases, the subcontractor rates for same level of
work exceeded that of the direct employee billing rate.

The Office of the Comptroller also fails to realize that if the mark-up was limited by the Fire
Department, the contract negotiations would also have had a far different outcome. Considering
that PURVIS would rely on lower cost recovery for subcontractors through the cost-plus pricing
restriction, then the vendor would increase the contractor labor and material rates to a higher
level than currently in contract to make up for lost revenue. Firms generally have an
understanding of the total cost of a project, and while attempting to be competitive, they will try
to recoup their costs and profit regardless of the pricing structure. The end result would be that
the cost basis in each contract could very well be the same or even somewhat higher, since cost
plus has a tendency to limit cost containment.

The use of uniform blended rates for both subcontractor and direct employee rates was
determined to be a fair and reasonable basis for control of project costs and rates, and the
FDNY maintains that it achieved significant overall costs savings for the duration of the
projects.”

PURVIS Response: “In response to your first finding, please know that the professionals
identified were billed according to the tasks they performed for specific labor categories. And
they were billed according to the rates specified in the contracts (in this case, program
analysts/specialists). It is inaccurate to suggest we added a mark-up to the cost of these
services prior to billing FDNY. We added nothing.

It is also useful to note here that the amount of the billings most strenuously questioned above
(23 hours total time) amounted to $1,784.80 — out of a total of $93.5 million in billings that were
reviewed.

In response to your second finding, please know that a ‘system integration fee’ is materials
handling and overhead costs connected to specific materials purchased under the contract.
These costs are separate from the labor costs associated with working with those materials to
realize the contract’s objectives. This overhead is applied to all materials purchases, across all
contracts and customers. As a result, it is inaccurate to suggest the company inappropriately
billed on the ERS/EMADS contract by receiving a systems-integration fee.”

Auditor Comment: FDNY’s position is complete speculation. FDNY stated that limiting the
mark-up would result in a vendor charging subcontractors rates that would exceed the direct
employee billing rate was not applicable to this contract. On these contracts, the subcontractors
billed PURVIS substantially less than what PURVIS charged FDNY. In any case, FDNY could
have simply included a contract clause to keep the subcontractor rates below the employee
billing rate in order to have better cost control on the project. Further, FDNY’s position that
allowing the vendor to supply subcontractors on a direct cost or cost plus basis could be
considered non-competitive for it may fail to provide adequate cost control is unsupportive. As
shown in this report, it is common practice among other municipalities to include a clause in
their contracts to limit a contractor’s mark-up.

We are baffled by PURVIS’s statement that it did not add a mark-up. The amount invoiced by
the subcontractors increased by $5.8 million when PURVIS invoiced FDNY. PURVIS made a
very large mark-up. PURVIS does not want to admit that it added a mark-up, which is evidenced
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by PURVIS's failure to address the example in the report where a $35,933 mark-up was added
to the $17,080 in subcontractor billings for the services of six college interns.

In addition, PURVIS misinterpreted the system integration fee. According to the OGS Backdrop
Contract, the system integration fee “is a fee paid for System Integration services, including
profit and risk assumed by Contractor associated with Sl project.” In its response, PURVIS
explained that the fee is associated with material purchases, which clearly conflicts with the
definition stated in the contract. Because the contract definition of the system integration fee
was incorrectly applied by PURVIS, we believe a mark-up should not have been allowed after
PURVIS was paid a system integration fee. FDNY should reconsider its position and attempt to
recoup the mark-up added or the $355,203 system integration fee.
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DETAILED SCOPE AND METHODOLOGY

We conducted this performance audit in accordance with generally accepted government
auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives. This audit was conducted
in accordance with the audit responsibilities of the City Comptroller as set forth in Chapter 5,
893, of the New York City Charter.

The scope period of this audit was July 1, 2004, to October 2012.

To achieve our audit objectives, we reviewed all five PURVIS contracts and the change orders
provided by FDNY. To gain an understanding of both PURVIS’s and FDNY’s internal controls
over the billing practice and payment approval process, we interviewed relevant personnel such
as PURVIS’s Chief Financial Officer, Controller, Senior Revenue Analyst, and FDNY officials.
We conducted a walk-through meeting with PURVIS’s officials regarding the billing practice and
a meeting with the FDNY’s officials regarding the payment approval process. We also
conducted a meeting with FDNY’s project managers regarding the timesheet review process.
We documented the results through written narratives, memoranda, and flowcharts.

To determine the completeness and accuracy of PURVIS's timesheets, we judgmentally
selected March 2006 to June 2006, April 2007, September 2008, August 2010, and September
2010 as our sample period. During the sample period, FDNY paid PURVIS $7,500,231 for
services provided under these five contracts. We reviewed the consultants’ timesheets and
compared the number of hours reported on the timesheets with the data extracted from Deltek
Time and Expense.” We reviewed invoices and their supporting documents to determine if
invoices were properly approved and supported. We also reconciled timesheet hours to the
invoices to ensure that the hours were accurately billed. To determine if the correct hourly rate
was used for work performed at different locations, we obtained and reviewed the day-to-day
job location for the consultants and compared them to the hourly rates they used to bill the City.
To determine if consultants worked on multiple contracts, we reconciled the Labor Summary
Reports for all five contracts.'® We also reviewed the timesheets for the consultants who
worked on multiple City contracts to determine if they double billed for any hours. To determine
whether the consultants were qualified to work in their titles, we obtained and compared the
gualification and job descriptions of their respective office titles with the qualifications of their
respective billing titles.

We also reviewed the supporting documents on hardware purchases to determine if the
purchases were properly approved. To determine if FDNY consistently negotiated the best
contract price for the three PURVIS contracts initiated in 2005, we compared the consultant
hourly rates for each contract. To determine the difference between the contract-negotiated
rates PURVIS billed FDNY and the hourly rates PURVIS actually paid subcontractors, we
compared the subcontractors’ hourly rates billed PURVIS with the hourly rate PURVIS billed the
City. We then compared the percentage differences to rates allowed by other municipalities
across the country. The results of the above tests while not projected to the respective

° Deltek Time and Expense is a web-based timekeeping software used by PURVIS.
The Labor Summary Reports are reports extracted from Deltek that provide the name and title of the consultants who work on a
particular project.
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populations from which the samples were drawn, provided a reasonable basis for us to satisfy
our objectives.
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_Employee Time Card

Sample of PURVIS Subcontractor Timesheet

Week Ending: A4{22/2007
Project Number Mon Tues Wed Thur Fri Sat Sun Total

PURVIS: ERS Maodemnizaticn:

2467.18.02 Project Documentation 4 14

PURVIS: ERS Modernization:

24867.17.2 Training Materiais 0

PURVIS: ERS Modernization:

2467.17.7 Project Training 0

PURIS: VA Modernization:

2513.11.04 Project Documentation 4 8

PURVIS VA Modernization:

2513.10.03 Project Training 8 16

CT Lottery Satellite Installation o

Business Developmant 2
0
1)
0
]

Total 8 8 ) 40

Employee Signature:
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APPENDIX Il

Description of PURVIS Administrative Titles

Title

Description

Administrative
Assistant

Perform various administrative duties such as reception duties,
handling incoming and outgoing mail, processing timecards, filing and
some word processing.

Graphic Artist

Design or create graphic to meet specific commercial or promotional
needs, such as packaging, displays, or logos.

Purchasing Clerk

Coordinate the purchasing and tracking of material in support of various
projects, responsible for purchasing quality materials and services to
support the project schedules.

Facilities Manager

Primarily responsible for the oversight of all administrative, personnel,
and safety responsibilities for the operating location.

Contracts / Financial
Analyst

Financial support of contractual requirements including development,
maintenance, and update of financial databases and spreadsheets;
generation of various financial reports; financial analysis of assigned
contracts; and support to program/project managers in managing,
tracking, monitoring, and reporting financial data.

Contract Manager

Duties include administration of contracts and subcontracts, validating
and processing subcontractor invoices, resolution of contractual issues,
and other duties.
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FIRE DEPARTMENT

LA ﬁ‘? 9 MeTROTECH CENTER Brook(yn, NY. 11201-3837

SALVATORE J. CASSANO
Fire Commissioner Sujte 8W-6

May 16, 2013

H. Tina Kim

Deputy Comptroller

Bureau of Audit

The City of New York Office of the Comptroller
1 Centre Street

New York, NY 10007-2341

Re: Audit Report on the Expenditures Submitted by PURVIS Systems Incorporated for Its
Contracts with the New York City Fire Department — FM13-054A

Dear Deputy Comptroiler Kim:

[ write in response to the draft "Audit Report on the Expenditures Submitted by PURVIS
Systems Incorporated for Its Contracts with the New York City Fire Department”, dated May 3, 2013.
Please thank your staff for the time and diligence that they put into this audit. The Department
appreciates their efforts and intends to wtilize some of their recommendations.

[ have attached copies of the Fire Depanment’s Response to Findings Summary and the
Agency Implementation Plan (AIP) which responds to the five recommendations made by the Office
of the Comptroller in the audit referenced above.

As detailed in the AIP, we disagree with a large percentage of the recommendations in the
report. Of the sub-recommendations we do agree with, the AIP notes that these are already in place or
that the Department is actively taking steps to address.

If you have any questions about our response ar AIP, please contact Domenick Loccisano,
Executive Director of Compliance and Internal Audit, at (718) 999-5180.

Sincerely,
s n ey
Salvatore J. 5ano

Fire Commissioner

cc; Edward Kilduff, Chief of Department
Joel Golub, Deputy Commissioner and Chief Information Officer
Michael Vecchi, Associate Commissioner of Management Initiatjves
Stephen Rush, Assistant Commissioner of Budpet & Finance
Jeffrey Roth, Assistant Commissioner of Management Initiatives
Donald Stanton, Assistant Commissioner of Technology Development & Systems
George Davis 111, Deputy Director, Mayor’s Office of Operations
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FDNY Response to Findings Summary
Audit #: FM13-054A

Audit Name: Audit Report on the Expenditures Submitted by PURVIS Systems
Incorporated for Its Contracts with the New York City Fire
Department

Finding:
® Internal control wealmess in FDNY's contract negotiating and payment
approval processes.

FDNY Response

FDNY Project Management and Contract Administration thoroughly
review all the invoices and supporting documentation for reasonableness
to facilitate the acceptance of the deliverables and services, and approve
the payments. With the exception of certain approval requirements, the
FDNY does not accept the conclusion of the Office of the Comptroller.

The Office of the Comptroller concluded that FDNY managed the
contracts as fixed price rather than as the required time and material with a
fixed price cap, thus resulting in the projects being completed at a higher
cost than necessary. FDNY Project Management closely monitored project
deliverables including time expended by PURVIS employees and
consultants on specific project tasks. The FDNY Project Managers were
aware of the contract format and project budgets, and worked to assure
proper cost containment for each project.

Moreover, the FDNY Project Managers used professional judgment in
reviewing each invoice and the accompanying timesheets, pragress reports
and other materials, to facilitate their acceptance of the dehiverables and
services, and approve the payments. It should also be noted that the
review and acceptance process for each invoice entailed extensive review
by each project team, and jn the case where questions were raised for any
portion of the invoice, the FDNY Project Manager was in contact with
PURVIS to ensure any and atl errors were corrected prior to the sign-off
of the invoice package for any given month.

> Locations are not required because the final rates negotiated were
employee specific, and not location related.

> As professional employees, each PURVIS employee certified on
their timesheet that the hours incurred on each day were in
accordance with PURVIS Systems policies and procedures. The
requirement to list the sign-in and sign-out times was not required.
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» The FDNY sign-off on the invoice package with all timesheets and
supporting documentation adequately satisfies the project manager
approval requirement.

The FDNY aclaiowledges that in the case where a subcontractor
employee timesheet is not countersigned by the subcontractor
manager, then this should be corrected. However, sign-off by the
primary vendor may not be applicable since they may not have
supervised the work, but have accepted the deliverable. The
acceptance of the deliverable by the prime constitutes acceptance
of the timesheets and representations of the subcontractor. In the
same manner, if FDNY does not coordinate or supervise any direct
work of the prime contractor employees or consultants, then thejr
timesheets are not countersigned by FDNY Project Managers.
We do not feel this represents a significant risk in contract
montitoring and administration.

Y

Insufficient Details on Consultants’ Timesheets.
FDNY Response:

The Office of the Comptroller noted that FDNY did not require consultant
timesheets to include a detailed description of the work performed, the
work location (which they claim affected the rate paid), the actual daily
start and end time worked on each task or project, the FDNY Project
Manager signature indicating oversight of the work performed, and the
lack of PURVIS approval of subcontractor’s timesheets.

Each invoice and underlying timesheet had project codes that indicated the
specific work that the contractor employee or consultant performed, as
shown in a detailed contract project plan. As such, a detailed description
of the work was not required. PURVIS has represented that this
methodology is consistent with the requirements of their Federal
contracts.

PURVIS pravided two rates in their best and final offer. A standard rate
New York State Office of General Services (NYSOGS) rate that included
all potential expenses, including travel, and a separate discount rate for
those employees or consultants for which they estimated that any
additional expenses were not applicable. PURVIS then established the
employees or consultants that would be covered by either rate. The
confract rates are the standard rates used for all employees except for a
separate tier of employees who receive a discount rate. The standard
NYSOGS rate did not preclude PURVIS from utilizing employees that
may have limited travel, or require that such employees actually travel.
The use of the “T” in the rate is a misnomer; there is only one proposed
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rate in most categories. It is an overall methodology for the vendor to
recover travel related expenses for all employees over the term of contract
utilizing hourly base rates. Furthermore, FDNY and PURVIS negotiated
final rates to reduce costs from the standard NYSOGS rates based on the
employee designation and their skills, not by the location of work., As a
result, the FDNY achieved a cost savings of $4.7 million for the labor
portion of the ERS/EMADS project and the Voice Alanm project.

The FDNY response to the first set of findings address the issues noted
concerning the daily start and end time worked on each task or project, the
FDNY Project Manager signature indicating oversight of the work
performed, and the PURVIS approval of subcontractor’s timesheets.

Questionable PURVIS titles billed.
FDNY Response:

PURVIS utilized the Programmer Analyst title for 2 number of individuals
that provided services to various projects throughout the full term of the
agreements. Moreover, at the time of the financial audit, it is our
understanding that PURVIS provided the Office of the Comptroller audit
team with information conceming the current titles of their employees, but
did not provide the title and leve] of work performed during the period of
contract performance. FDNY has identified two (2) employees who were
listed on original staffing charts provided by PURVIS in the technical
proposals including JE G, 2nd I S both of whom
provided technical services and were correctly tnvoiced. Also, it should
be noted that the NYSOGS guidelines indicate that vendors can mvojce
for work other than that provided in the ‘mandatory titles’ utilizing the
Specialist Title as a “‘catch all” work description.

This invoicing is of a limited nature considering the overall magnitude and
duration of the contracts (less than 0.2% of the total contact cost).
PURVIS is currently reviewing the invoices o determine if other staffing
may have performed work related to the scope and project titles.

Inadequate oversight on hardware purchases.
FDNY Response:

FDNY maintains that we had adequate control over the hardware
purchases made by PURVIS. The Office of the Comptroller notes that
hardware purchases made by PURVIS were not pre-approved by FDNY as
required by the Voice Alarm and Patient Tracking contracts, and that
FDNY agreed to pay for comiponent purchases prior to completion and
acceptance of the system.
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FDNY acknowledges that we did not pre-approve certain hardware
purchases and authorized payment for component purchases; however, we
had bi-weekly meetings to discuss the project requirements including
hardware procurement. The FDNY Project Manager, working witly the
PURVIS Project Manager, was able to qualify that the products purchased
by PURVIS were needed for the system without pre-authorization.

Moreover, in its initial best and final offers to the FDNY for the
ERS/EMADS Modemization and Voice Alarm Modemization, PURVIS
predicated their cost proposals on the opportunity to invoice the hardware
and software upon receipt at their facility, although the terms of this offer
were not included within the contract. We do agree that such authorization
should have been included within the terms of the contract or approved by
a change order prior to invoicing the hardware.

However, as the project progressed, and due to the extensive delays in
contract progress that were imposed upon PURVIS by the City for both
the ERS/EMADS and Voice Alamm project, without a request by PURVIS
for a contract increase due to these City imposed delays, FDNY
subsequently agreed to mitigate their financial burdens by authonizing
PURVIS to pre-purchase certain project material. Additionally, hardware
payments were paid incrementally as the systems moved through
implementation; not all hardware was paid for upfront.

For Patient Tracking, FDNY authorized PURVIS to expeditiously procure
certain completed components of the system such as tablet PCs and
software Jicensing in order to commence the pilot testing. FDNY
anticipated that the acceptance of the pilot would result in delays and
authorized payment of the components to minimize financial impact on
the wvendor. Moreover, although the pilot was accepted, the
implementation of the production was delayed by FDNY for more than
one year as a result of a different, but related project that was under
review. Once testing was completed and the pilot was successful, the
authorization for purchasing all units for a citywide deployment was
given.

FDNY did not ensure that PURVIS provided the best pricing for the City.
FDNY Response:
The contracts were soliciled and negotiated over a varied period of time

for unrelated scopes of work requiring different skills sets and levels of
effort in cach pricing category.
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ERS/EMADS Modemization (“ERS/EMADS”) required extensive
engineering design and ramp-up capability to undertake the transition of a
project that was managed exclusively by another vendor utilizing
exclusive software coding. Altemately, Voice Alarm Modemization
{*Voice Alarm”), was consistently managed by PURVIS. They had a
thorough knowledge of the system, and therefore did not project the need
for staffing with higher skills. The FDNY negotiated extensively with the
vendar to recelve substantial savings to the City for the contract awards.
Table 1, as listed in the financial audit report, does not truly represent the
timeframes of the solicitation and award processes, ERS/EMADS was not
awarded 1 2005, but onginally registered in 2001, and subsequently re-
registered 4 years later. Attached is a table that clarifies the timing of the
solicitations and awards:

PURVIS Contract Award

Contract Number | Description Solicitation Contractor Confract Awarded
Released Selected
857X25036! ERS/EMADS 10/5/2001 (original)
20050026936 Modernization 9/2000 6/2001 4/18/2005(re-
register)

Voice Alarm

2005002853 Modernization 11/13/2001 12/2002 3/14/2005
Starfire

20050027685 Maintenance and | 4/9/2004 9/2004 3/7/2005
Upgrades
ERS/Voice

20060016487 Alarm 12/2004 4/2005 11/07/2008
Maintenance and
Repair

In the summer of 2003, the City determined that it would review the
communication and dispatch capacities of the Fire Department and Police
Department. The ongoing ERS/EMADS project was placed on indefinite
hold, and the award of the Voice Alarm contract was also delayed. In late
2004, the City decided that the Fire Department and Police Department
would have a combined PSAC. PURVIS could continue worl on
ERS/EMADS with additional work for the PSAC, and the Voice Alarm
project could be awarded. At the time ERS/EMADS was originally
awarded, intergovernmental service contracts were awarded through
DCAS, who then issued a purchase order on behalf of the Fire Department
for the wmtial project encumbrance. At a later time, this process was
changed (refer to attached memo from Mayor’s Office of Contract
Services (MOCS) dated 11/25/03), and all new intergovernmental service
contracts were awarded directly by the agency ulilizing a standardized
formal contract, Inasmuch as the encumbered amount on the DCAS
purchase order was expended and we could not renew the purchase order,
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the ERS/EMADS project required re-registration under the new format, as
agreed to by the Comptroller and MOCS, utilizing the same original
pricing structure, scope and terms of the DCAS award, with a change in
the contract amount to allow for authorized additional work as per Section
4-02(1(b)(ii) of the PPB Rules. The additional work did not constitule a
material scope change that would entail a new solicitation per Section 4-
02(2).

With respect to all of the PURVIS contracts, the FDNY negotiated the
pricing over different timeframes and achieved extensive cost savings for
the City. However, the negotiations for three of the contracts:
ERS/EMADS, Voice Alarm and Starfire Maintenance and Upgrades
(“Starfire”) requires a further understanding of the type of work, volumes
and performance requirements, as well as the negotiations at the time of
award, which affected the final pricing structure for each contract. For
example, there is a negotiated savings of almost $4.7 million for the
ERS/EMADS and Voice Alarm contracts in the labor category, and an
overall savings of $§12.7 million for labor and hardware:

Negotiated Labor Savings

Name of Project Original Labor | Best and Final Savings
Offer Offer
ERS/EMADS $28,119,400.70 | $25,154,149.04 | $2,965,251.66
Voice Alarm Modemization | $9,184,703.,67 | $ 7,481,892.50 | §1,702,811.17
Total Savings $4,668,062.83
Total Contract Savings
Name of Project Orniginal Offer Best and Final Offer | Savings
ERS/EMADS $42,790,423 $33,156,546 $ 9,633,877
VA Modemization | $14,329,529 | $11,261,374 § 3,068,155
Total Savings $12,702,032

ERS/EMADS was unegotiated with PURVIS in 2001 for the complete
upgrade of a critical system that was previously designed and maintained
by a different vendor. These negotiations resulted in a final price offer
which improved vpon the original pricing. The Voice Alaym project was
negotiated almost two years after the initiation of the ERS/EMADS
solicitation. This project involved work for which PURVIS had extensive
familiarity and work experience. Initially, in the Voice Alarm proposal,
PURVIS had proposed rates that were similar to and slightly higher than
their existing ERS/EMADS contract. Through exiensive negotiations by
FDNY, PURVIS agreed to a reduction of the rates only for the Voice
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Alarm project, which took into consideration the overall award volume
and the skills required to execule a different type of system.

The Starfire contract was solicited and negotiated almost four years afier
the ERS/EMADS was awarded in 2001. The Starfire contract is in part a
requirements type contract, where the work is awarded for upgrades on an
as-needed basis, without any guarantee of any work or doilar volume, As
such, there are different Jabor rates for each year of the contract, and not a
fixed rate for the entire term, as provided for in ERS/EMADS and Voice
Alarm. PURVIS agreed on negotiated pricing in year 1 (2005) that was
approximately 2% higher than their final prices in the ERS/EMADs
contract of 2001. This should be compared to the Consumer Price Index
(CP]) inflationary rate increase of 9% for the same time period, and
represents a significant opportunity savings for the City.

Moreover, the ERS/EMADS and Voice Alarm rates were fixed for the full
five year term of the conlract, and although the City imposed a delay of
two years for both projects, PURVIS agreed to hold their pricing until
completion of the work.

The Office of the Comptroller audit team did not perform a reasonable
analysis of the costs, techinical evaluations, and different offers at different
time frames using different staffing levels, requirements and technical
expertise, and subsequently leveled all contract costs to the same amount
in order to produce an artificial cost analysis. The FDNY was fully aware
of the differential in the costs and required services, when it commenced
negotiations with the vendor. The financial audit analysis fails to take
into account the dynamics of such negotiations durnng the varying
timeframes, and produces a potential cost savings that is not realistic or
representative of the negotiations.

The rates provided by PURVIS were highly competitive compared to the
marketplace and remain so at this time consistently being upwards of 20%
lower than other vendors that have the capacity and ability to perform
similar projects, The Fire Departiment consistently performs cost and
pricing analysis for its solicitations to determine if the awards are fair and
reasonable. Such analysis includes a review of the competing offers,
market costs, and pricing from other qualified vendors for work of a
similar nature.

Given the results of the competition and the best and final negotiations and
ultimately the services received, we believe that FDNY accomplished the

goal of obtaining the best pricing for the City.

Lack of restriction on mark-up rates.
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FDNY Response:

The price schedules in the solicitations and contract did not require any
separate pricing for subcontracting services, mor were these contracts
,established as “cost plus” contracts. Moreover, the pricing structure
established was consistent with the project methodology provided by
NYSOGS in their pricing guidelines to State and local agencies. This
methodology was structured so that the vendor can propose a fixed labor
rate for each NYSOGS title. This rate was then utilized for both prime
contractor employees and subcontractor consultants,

The FDNY followed this recommended methodology in its procurement
process. As such, PURVIS provided “blended” uniform labor rates for
both their direct employees and consultants, and this was the basis of their
cost proposal. The Office of the Comptroller anditors also did not address
PURVIS’ underlying operational costs for the project including all
overhead, payroll, and profit. The report focuses solely on the ability to
limit the mark-up for subcontracting, without taking into any consideration
of the risk basis undertaken by 2 vendor using uniform pricing without any
escalation for at least a decade of work.

Conversely, allowing the vendor to supply subcontractors on a direct cost
or cost plus basis could be considered non-competitive for it may fail to
provide adequate cost control. In this instance an agency’s cost control
basis could be cited for its failure to provide uniform rates for both
employees and subcontractors, if in such cases, the subcontractor rates for
same leve} of work exceeded that of the direct employee billing rate.

The Office of the Comptroller also fails to realize that 1f the mark-up was
limited by the Fire Department, the contract negotiations would also have
had a far different outcome. Considering that PURVIS would rely on
lower cost recovery for subcontractors through the cost-plus pricing
restriction, then the vendor would increase the contractor labor and
material rates to a higher level than currently in contract to make up for
Jost revenue. Firms generally have an understanding of the total cost of a
project, and while attempiing to be competitive, they will try to recoup
their costs and profit regardless of the pricing structure. The end result
would be that the cost basis in each contract could very well be the same
or even somewhat higher, since cost plus has a tendency to limit cost
containment.

The use of umiformi blended rates for both subcontractor and direct
employee rates was determined {o be a fair and reasonable basis for
contro! of project costs and rates, and the FDNY maintains that it achieved
significant overall costs savings for the duration of the projects.
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ATTACHMENTS:

PURVIS employee/consultant resumes

MOCS memorandum dated November 25, 2002 (revised 7/9/03)
PURVIS Best and Final Offer dated November 5, 2002 (Voice Alarm)
PURVIS Best and Final Offer dated June §, 2001 (ERS/EMADS)
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Resnme of SN NN
Program Suppori Specinlist
PURVIS Systems Incorporaled

Yewrs of Experience: 9
Professional Summary:
2008-Current PURVYIS Systems Incorporated

Porchasing Clevk
As the purchasing clerk for the Quecns Village opecation, primary responsibilities include:

o Purchasing, shipping, receiving, docomentation, iracking, and inventory maintenance,
o Point of contact for vendors.

*  Prepare expensc slalements to regoncile pucchuses.

o Support facility logistics.

Program Support Speclallst;
In support of (he Patient Tracking System conlract, primary responsibilities include:

»  Coordinating with FDNY EMS and EMSysteins personnel to modlfy the basc EMTrack soRware application to
meel FDNY requircments.

v lostalling the EM'I'rack soRsware application on various tablet PC models to support the Pilot and Production
phnses of the project,

*  Tesling the finctionnlity of the EMTrack soflwaro application with the various tablet PC models.

s Wrote an EMTrack End-User Guide for use by FDNY EMS personnel in tho field.

¢ Conducting PTS training sessions for FDNY EMS personnel and administrators.

2001-2007 PURVIS Systcms Incorpornted
Beneh Technlcian

s Worked on BRS box repair.
«  Troubleshuoting, electronic component replacement, wriling procedural documentations, QA, shipping,
recciving,

2000-2001 Musecwn of Television and Radlo
Sound Engineer

Set up Suny sound mixer, D2 and D3 piayback for various on shie simullaneaus viewing stations, Patching/cabling
and microphone setup, record and playback of childrea's rndio program workshop.

2000 Tutor
DeVvy Universily

Helped studewts to sighificantly improve thelr lost performance, effectively simplified technical concepts for
studenls, subject matiers included: schematic veading, digita clectronics, mathematics for electronics, and
euipnient set up and operations,

Lduention:

Degree Vajor Yent Lustitutlon

BS Technical Management 2010 DaVry University
AS Electronics and Comspuder Teclt 2001 DeVry Univershy

\
\
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Trnining:

Program School Year
ESD M 2003

Systems Experience

Otley Skills:
Computer Skills; Micrasofl Office, SoRwace Insiall/removat, Simple nelwork configurations.
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i S
Senior Graphics Artist
PURVIS Systeins Incorpovated

Yenrs of Bxperience; 27
Experience

1984 - Pyesent PURVIS Sys(enig Incorporated
Senfor Graphie Avtist

Peimnry responsibilities include providing drafling, illustration, powerpoint and dacumentation siipport to various
projects within PURVIS Sysies.

Responsible Tor creating iVusteations using various sofwave packnges such ns Adobe, Microsofl, Prepare pawer
point presenfotions from draft to final revision for vacious projects within PURVIS, This includes projects
supporting our FONY and Department of Defense conlracts, This also incindes projects celating (o Marketing,
Corpornle and Business Developmeni preseniations,

Provide drafling suppott for AutoCud drawings. Duties include orlglinting complex llustrations of equipment, ab
luyouts and isomelric drawings and updating as required.

Deskiop ublishing — Responsible for design and preparation of actsvork lor sell-sheels, brochures and other
promotional materinl, including presenations and logo design.  Support the proposal effort 10 prepare fiund product
on RFPs,

Graphic Antist/INustrator — Support various projects wilhin PURVIS (o provide graphics support lormatiing, and
produclion of mechanical drawings, schematics, block and wirlng diagrams and isonetrics for technical
documentation associated with equipment and syslems such as instructional manuals, operation and maintenance
manuals,

Education:
Depree Mujor Yeur Instilution
BA Arl 1996 University of Rhode 1sland

Certifientions:

Program/SchoolV/Yenr /Explvation Dute (ifapplicable)

Advanced Graphic Avts, Technicn! [Husication, Graphic Arts, Second Technical Day Vocntionnl School, 1982-1983
Comtnercial Art, Graphic Design, Graphics: Two-Dimensional Design, Bristol Community College, 1978-1981

Other Skills:
Compuder Slkills: Programs used: Microsofl Word, ticrosoft PowerPoint, Micresofl Excel, Visio, AwoCAD,
Adobe Photoshop, Adobe [lusiratar, Adobe GoLive, Adobe InDesign, Corel
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Resmne of VM

Contranets Mannger
PURVIS Syslems Incorporated

Years of Experience: 29

Professional Summary: Ms. (Jolds u BA degree In politicnl sclence and has 29 yenrs of professional
experlence, including 16 years of direct technlen! support (o DoD programs and {3 years supporting corporate
(imctions,

ixperlence

August 2004 - Present PURYVIS Systems Incorporated

Contracts Administrator/Contracts Mannger

»  Provide contract/subeontract inpnagentent asd administration, Serve as prienary POC (o customers,
subcantroctors uml consultants for all comtractmal conununications, Conduet cost proposn} and quote
prepavation/coardination/management, and contracvtesk order negoliation. Develop/review corpornie
conlractual ngreements, such as non-disclosire agrecments, leaming agreements, subeonlracts, {ieense
agreements and snles ngreements. Review Terms and Conditions proposed by customers and vendors; identily
and mitlgate mveas of risk. Review coniracls/(nsk orders and modilications for completeness nnd nceuracy; work
wilh project ninnngers regarding conlractund compliance/customer requiremonts. Overses the review/processing
of subcon(ract/consultant invoices for contract complinnce and accuracy, and to specifly proper accountlug and
praject Information. Responsible for (raining and aversight of contraclual personnel.

¢ Oversaw project financizal reporting (customer and internal veports) vl 2031, Currently provide guidance to
personnel and provide backup support for financia! reporilng, Reports nre genernted utilizing Dellek Coslpoint
and Imprompty, and customized reports nve developed in Excel, Attended monthly financial meetings at
NUWC until 2011, Work with project manngers on budgels and projections, on resofution of financial issues,
und to allocnte Rindbig to subconiraclors/consiitants.

»  Provide support 1o techuicnl proposal ¢fforts. Provide historical technical information to writers to support
proposal development. Review technicef proposais for RFP coplinnee, clarity, and editorial update.

e Responsible Tor Project setups and maintennnce in Deltek Cosipoint. Review/analyze cantract dosumentalion,
angd work with Accounting and Project Manager Petsonnel to de(ermtine cequirements/detalls of setup, including
revenue and billing formulng, cefling/funding, and workforce, Work with the Accounting department regarding
proper oxpensing und billing of cotitracis/stibcantructs.

s Played o significant role in the planning and implementation of the Projests module dering the corporate
transition (o the Deltek system.

Sep 1999 ~ Aug 2004 PURYVIS Systems Incorpornied

Division Coardisator/Pragram Anafyst

»  Provided various support to program managers and depaviments, including flnancial trackingAeparting; ond
CDRL generslion, coordination nnd/or verification. Also provided (echiical writing nud editing for proposal
developmen(, deparimental/division corrospondence, and marketlng llterature,

»  Finpneint Tracking and Analysis: Prepared weektyhuonihly cost reports, some of which were contract
requiretents nud others for inlernnt manngement nso. NUWC's Beraft reporting system was used for soine
confract financin) reports, ldentified shen funding limitations were spproaching, delermined amount of fimds
required for subeontractors (in suppoit of Lab O&M contract), and potified managers of potentini financial
issues/problems. Attended/provided siatus at wmonthly financiyl meeting with Lab O&M COR, and Interacted
with subcontrnctors. Developed cost projections/spend plans. Generated delailed spreadsheets that provided o
variety of statistical dafa.

s Proposal Development: Devefoped infermation for proposals, end edited overndl proposal for technical and
granunatical accurncy, Reviewcd solicitation requiremaits and ensured that techaical proposals fulfilled ail
requireinents, both in structure and content. Have ttso contribuled to praposal outline development, and
coordinated information received from personnel ard other companics.

*  CDRL development; Revicwed contracts for CORL requirenients. Provided various coordination sipport to
ensure that all CDRLs are dellvered, and developed CDRL fonmats. Reviewed CDRLs [or accuyacy. 1n some
cases, generated onpoing CDR Ls, partlcularly monthly progeess reports,



ADDENDUM I
Page 15 of 40

o Provided weliing and editorlal support for various corpornie and business development projects - markeling
mulevials, presentations, memos, bushiess letiers, newslelters and olher miscellancons docomentation, Have
also created forms and checklists cte., and performed dnta entry/verification of files for corpornie or conlract
pucposes.

*  Reviewed expense statements to verily compliance with corporale policy and conirnctua) requivements, and to
CNSYI'C accuacy.

June [989- Sep 1999 PURVIS Systems [ncorporated

Resonres Scheduler/3vM Coordinafor/Task Manager

¢ Provided dircct support at NUWC io Bldg. 1258 (LCSF) {or lab O&M contract:

¢ Generated weekly tentntive and linaf lab sehedules, developed Jab usage projections, interfaced with user
comnuity and lab suanagers.  Coordinntion of [nb users required knowledge of systems aid equipment.

»  Monilored lab usapge and prepared weekly and monthly utillzation reporis,

o Automuled several reports, processes and fornss.

o Generaled quarterly Planned Malntenance Schedules (PMS), interfaced wilh work cenlers regarding PMS
MIPS/MRCs updales.

v Perfornied data entry/verfication und reporl generation of problem reporting system.

¢ Sapervised other resouree personnel, and was also supervisor of shifi coordination and media operations
tngks/personnc’ for a portion of the period.

¢ Collateral dutles included backup support of security operutions, media operations and nssistance 10 shift
coordinator.

e Also provided backup support tor adminisirative aspects of modifications and QA positions.

Juue 1983-May 1989 Syscon Corporafion

Medin Librnrian/Resownrce Coordinantor

Worked ns wedia librarlon from 1983 to 1984 at LBET (nowv LCST), NUWC Bldg | 12. Recelved raining and
ussisted resourco schedunler at CCSIP (now CCSL), NUWC Bldg. { [71 from 1984 to {985, Prom 1985 (o 1989, led
S individuals In 3-shift resource scheduling operations at LBEF, NUWC (Bldg 112, then 1258),

Ldnention:
Deprec Mnujor Yeny Institation
BA Political Science 1984 Universily of Rhode Island

Othcer Skills;
Cowpufer Sidlls: Word, Excel, Access, PowerPoint, Adobe Acrobal, Qutlook

Programming Longnages: Forlran Iy college
Taois: Deltek Costpoint, Timpromytu

DoD Systen/Equipment Experience (if upplicable): Familiatity with US Navy
syslems/subsystems/ecquipment/programs, panticulurly those related to TRIDENT (16 yenrs experience as coniractor
at NUWC),
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Resume of TN +

Adwinlstrotlve Asslstant
PURVIS Systems Incorporated

Years of Experience: 16

Security Clenrance; SECRET

Experfence
2004 - Present PURVIS Systems Incorporated, Middletown, RY

Admhistrative Assistan(
Primary pravide al) word processing support for docunients, as requested,

Provide other administrative scrvices {o the gencenl office. 'This includes making travel arvangemenls for n
personnel. Warking in the financial system, enter all packing slips as received. Also prepare all government
disposition papeivork for contracl acquired purchases,

As Assistant Facilily Sccurity Officer, handle nl) clenrance npplicnlions/reinvostigations aond visil requests,

Oct 2002 ~ IFeb 2004 Future Technalogles, Inc,, Middleiown, R]

Adnmituis(rittive Assigtant 11
Provided affice support, fravel arrangements, presentation preparation and timekeeping,

Feb 2002 - Oct 2002 MneWnne, Ine., Middietown, RI
Administrative Assistast [
Provided oflice support, frave! arrangements, presentation preparation nnd timekeeping,

Mae 2001- gan 2002 DynCarp, LLC, Middletown, R

Administrative Seeretary

Provided office support, trave! mirangements, and presentation preparation, Assisted Confracts Mnnager with RIFQs
und RIFPs 1o make sure documenintion was collecied and submitted in a timely matter,

Sep 1997- Mar 2001 Alliaut Teehsysierus, Ine,, Mlddletawn, RI
Adwinistrative Sceretary

Provided administcntive support (o company site Dicectors and 50 engineers and office personnel, Assisted Direclor
wnd engineers in preparation of customer prosentations and technical documentation. Orgarized meetings, functions
nnd annual charily drives, Answered and directed telephone calls, Composed, mailed and distributed
corvespondence. Made (vavel arrangements for porsonnef. Prepored expense reporls. Bound and distributed moathly
reponts. Order all office supplics.

Edneation:
Degree Mujor Year Tustitution
Diplomy 1967 Hirschi High Schoo!

Qther Sldlls:
Compuier Skills; MS Office, Excecl, Power Point, Quilock
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Resume of AN

Coniracts Administeator
PURVIS Systems Incorpornted

Yenrs of Experience: 18

Professiomn! Summary:  Ms, g was vesponsible for contractsubeontract administration and project
financial tracking/veporling/nnalysis,

Experlence

2005 -20310 PURVIS Systems Incorporated
Contrnels Administrator

*  [rovide contracU/subconiract management and adminisiralion. Assisted (he Contyncts Mannger with cisfomers,
subconlractors and consultants for all contractual communications, Assisted in preparlug cost proposal and
quole preparation/coordination/management, and contract/task order negotiation. Reviewed ang processed all
subcontract/consultant nvoices for confract compliance and nccuracy, and ta specify proper accounting and
project nformation,

»  Provide monthly Inlertial and Contract deliverable items (CDRL) financial racking/reponis for all projects and
prepare NUWC's monthly Eerafl reports for applicable contracts.

s Played asignificant role fn ussisting with the implementation of the Prajects module during the corporate
ransition to the Deltek system,

2001 - 2005 Lockheed Marctin Company
Execuilve Admin Support

Provided program planning, budgel ovaluation, administration and elecironic media mater{al support, monitored
accounting discrepancies nnd reconciled accaiats for the Combnt System Engineering Branch Head (NUWC) and
all department Engineering slaff,

Developed highly (echnological presentations for programi needs analysis, planning, evatuatlons and reviews for
assorled departimental personnel, NAYSSEA conlacts and external support nelworks, Worked with interual and
externn! Operationu! Support Working groups Lo develep and maintain futare-focused programs and needs
nssessinents.

2000 ~ 2001 Bayside FinnuelalVAdvauntnge Tax Services
Processed nll account information. Planned, coordinated, managed and aversnw office and dalnbase operalions,
extensive recordkeeping and expense accounts for four different compantes,
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Aprit 2009
P M.
PURVIS Systems Incorporated
Middletown, RI
Job Title: Program Support Analyst
Kducation:
Degyce lMu‘j or . Yenr School
Recelvel
MBA Managemenl 1984 Brynitt Univorsity
BA Eeonoinies 1979 University of Riiodo Island
Trulnhng:
Program Sehool Year
Reegived

I'SO Program Managomant DODS| 1995
Protecting Secret/Confidentinl Documents DODSI T 1995
Essentials of Industrlal Seeurlty
Yenrs of Professtonnl Experlenegy
29
Security Clenyance ({f appliepable):
SBCRET (Inactive)
Computor Skills:
SAP, DELTEK, Access, ORACLE, PeoploSall, MSEXCEL, MSWORD, Powerpoinl
Eomoyment istoryr
2008-Preyent PURVIS Systems Incorporated

Middletown, RI
Program Support Annlysi
Dulies;
Program Flpanclal Management/Cost Control ind Manapement Reposling System upduies.
1172002 - 2006 Oliyver 8t, Caplial Management Group, Ine,,
Bristol, RI

- Entreprenuor, President and Chlof Opersting Offiecr (COO)
Dulios:
Entreprenounr, President and Chiel Operating OfTicer
Mmnaged, over a four (4) year period, a porifolio of assets and gained n cumlative return on Investment
of 125%, Divided porifolio holdings Into tiva (2) separate enlitics and sold each new segment o a New
York Investment group and the olliey to i local, major corporation. o )
1995 - 2002 [2 Lackheed Martin Corporation, Information

Systems Div, Orlando, FL &
R Northrop Grumman Corporatlon, Melbourne, FL
Divislon Staff Contracts Controller & Sy, Sinff Proprnm Cost/Tinanclal Annlyst

Rosume
Paga 1of 2
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Apyil 2009

Duiles;

Rovenue and sales voporting. Accounting report formulation, Supervision of A/R & A/P slalf. Asset
managemont. Capital pricing proposals, suditing, cost nccounting, labor unlon confract negotiations, cash
flow analysis. Enrned Vahio Mansgement (EVM) lniplementation and maintenance, Bxperlenced In
Microsofi’s tools; SAT; Dellek; Access; Oracle; PeopleSofi, As Finance lead on exceedingly comples
8131 7M contract, earned sales and caxh flow of $2M during hwo (2) year expiration sffort. Avwarded
Spectafl Paymens Recoguitton Award fu *00.

Interna} and externol cost roporting, government audits, contract and subcontracts management, budgel
formulntion, estimntes to complote, cost and schedulo vavisuce repocting, budget foreensting, as applied to
contraciual adminlstration of Tederal Government Contracts (value $285M) nad Grants. Integration of
suimmary/detat! budgets with havdware build ond delivery sohedules. Monitor eapitsl sxpenditures,
Cost/benefit annlysls, Have produced a $50M Bilt of Materiad (Analysis) for « major aerospace prograu.

1993 - [9Y5 Corporotion, Training & Sinwlailon Division
Orlando, FL,

Division Mmunger for Finance & Admintstvatlon/Facility Sceurity Officor (FSO) for sinff of eight
(8. ]

Dudties: Divisional authorily for small-to-medium skzed staf In Flnance, Human Resourcos
Administration, Sceurlty, Blds and Proposals, Subcontracts and of Management Analysls,

199G - 1993, 1985 - 1988 Dynanile Spstems, Inc.
Neweport, R’}

Mmuiagement supervisoy

Dufies:
Munagement supctvision of three (3) Manngement Analysts.

mﬂosunw
Age 2 b
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Resume of CHENEN SN

Sr. Revenue Analyst
PURYVIS Systems Incorporatedl

Yenrs of Experience! 34

Experience - Ms. SEJRbegan her employment with Ihe corporalion In various positions during her 34 years.
Ms. SIJJJIns beld various titles/positions with the company, most receutly Sr. Rovenue Analyst.

1979 - Present PURYVIS Systems {ncorpornted

1979 - 1981

fnventory/Mnterlal Contro) Clerlk

¢ Supporied the Production department In receiving/recordkeeping function. Malutalned the stockroom and
inverory control, Assisted Praduction with settiug up Kits indicated by work arders.

o Preparing shipments of Bems, Assisted with material planning,.

1982 - 1985
Billing Clerlk

o Assisted the comporatlon in the preparation and supporting docuimentation, as defined by the contract, for ail
invoice preparation,
o Ensure limely receipt of payment and reconcilintion.

1985 - 2000 2000-2006 2006-2009 2009-Present
Cost Aunlys( Cos( Annlyst/Assistant to {he Cosl Annlyst/Assistant (o fhe Sr. Revenue Annlyst
Executive Viee Presldent President

«  Continved 1o haidle all bi-monthly invoice preporation for the corporation.

Reviews projecls for Work In Process (WTP) aaalysis,

Responsible for all government sndd munleipal audits.

Works closely with customers to enstre invaice are paid promptly and monitors payment schedule.

Serves o8 Haison foy the corporation, works very closely with FDNY Diveciors and other departments af (he

municipal level to nddyess any issues that may arise,

«  DPrepares all the requived supporting documentation for invoice backup, This effort requires time and urtention
lo detail and conrnct history.

*  Prepared cstimnies 10 Complete (ETC) and Estismales nt Completion (BAC),

¢ Handled all contract closcouls.

= Support the corparate Executive officers wvilh rll requests.

¢« & o a

Other Skills:
Compuler Skills; Word, Excel, Aceess, Outloak

Tools: Deltele Costpoinl, Imprompiu
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MEMORANDUM

TO: Agency Chief Contracting Officers
FROM: Terri Matthews
DATE: November 25, 2002 (Revised July 9, 2003)

SUBJECT:  Intergovernmental Procurement Transactions

As we indicated to you at the ACCO meeting on August 27, 2002, once we agreed with
the Comptroller's Office on an interim process to cover agencies' state backdrop
contract purchases in the "pipeline", we had planned to work with the Comptroller's
Office to develop a permanent process. Although the Mayor's Office of Contracts and
the Comptroller's Office do not agree an the legal consequences of the Iinterplay of
State and local law, we did agree we needed to Implement a process to protect the
City's interests when agencies purchased off state backdrop contracts. The Mayor’s
Office of Contracts, the Law Department and the Comptrolier's Office have now agreed
upon the process to be followed by City agencies when procuring services using State
contracts. The process Is, in large part, identical fo the interim process, with such
additions we felt were prudent. While the agreed on procedure represents an increase
of process from what had been the practice, it is important to remember that the state
backdrop contract process remains an expedited process when compared to the full
process required by Chapter 13 of the Charter. Effective immediately, please use the
following process te purchase services above the small purchase limits using State
contracts and/or State contracting processes.! In addition, we have attached, for your
information, a step-by-step guide to procuring off the state backdrop contracts. (See
Attachments A and B),

1. Determine whether the proposed purchase would result in the
displacement of City employees.

Agencies shouid perform the analysis and make the determinations set forth in
Charter section 312(a).

' Contracts for the purchase of goods off State contracts are to be executed by DCAS. Discussions with
the Complroller's Office about the detaifs of the DCAS process will take place next week. Subsequently,
DCAS wili notify ACCOs regarding the agreed upon procedures for pracessing of such contracts.
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For those purchases where the procurement has already begun, the displacement
analysis should be done before the contract is finalized. Please natify MOC if a
determination is made for one of these contracts that the contract would result in
displacement.

Follow the requirements of the State contract for selecting the vendor.
Prepare a written description of how the contract was solicited and

awarded.

The requirements for utilizing the State contracts may be accessed through the
States Office of General Services’ website, www.ogs.nv.us, by reviewing the State
contracts and, where applicable, State guldance documents. The description of the
solicitation process must include the name of the State contract, the date of the
solicitation (if any), the selection process and the names of the vendors who were
sent the solicitation, if applicable, and the results of any competition. If not
incorporated into the contract, attach a copy of any solicitation documents that may
have been used (e.q., a Project Definition), and the selected vendor’s cost and
technical proposal.

The ACCO makes a determination that the price of the contract is lower
than the prevailing market price.

The ACCO should have a written explanation of how the price determination was
made. You may conduct market research by obtaining available price listings and/or
written or verbal price quotes for the service and compare them to the State
contract prices and, If applicable, to the previous price used to purchase the service.
If the total price of the vendor you have selected is below the prices received from
the quotes, you may determine that the selected vendor has offered the best value
and is therefore lower than the prevailing market price. When using the “mini-bid”
State contracting process, prices bid by vendors may be used In making the
determination.

The ACCO makes a responsibility determination for the selected vendor.

The ACCO may consider the State's decision to award a State contract to the vendor
in making the responsibility determination. Vendex questionnaires are not required,
but an agency may require such questionnaires to be completed if the agency
chooses to do so.

Prepare a supplemental contract, for execution by the vendor and the
Agency.

The contract should contain the dollar amount of the contract, the term, a short
description of the work, requirements for appropriate insurance (if not already
included in the Project Definition) and a statement of the documents that constitute
the contract. (See sample contract document attached at Attachment C.) The Clty’s

4
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General Terms and Conditions (commonly referred to as Appendix A) should not be
aftached. Generally, the contract should incorporate a copy of any solicitation
documents {e.g., a Project Definition) and the selected vendor’s cost and technical
proposal.

The Law Department approves the contract between the agency and the vendor for
new awards, Law Department approval is not required for extenslons of State
contracts or amendments to add funding. Such extensions or amendments may be
accomplished through a letter agreement, detalling the amended terms, signed by
the agency and the vendor.

6. The CCPO (or her delegate) and, for contracts over $2 Million, the Deputy
Mayor must approve the contract.

Complete the certification form (Attachment D) and forward it to the Mayor’s Office
of Contracts (MOC) for signature, If the transaction Is an amendment to an existing
contract that exceeds the clted percentage/doltar parameters, complete the
amendment certification form (Attachment E), and forward it to both MOC and the
Office of Management and Budget {OMB) for signature. It is not necessary to
forward any other documents to either MOC or OMB.

7. If the procurement does not exceed the requisite FCB parameterss, the
agency submits the requisite contract package to the Comptroller’s Office

for processing.

See Step #11 of the attached “Step-By-Step Guide for Processing Intergovernmental
Procurements for Services Vafued at Greater than the Small Purchase Limits”.

8. If the procurement exceeds the requisite Financial Control Board (FCB)
parameters, the agency submits the requisite contract package to OMB for

review and approval.

OMB will submit the package to the Comnptroller’s Office per the usual process for
such items.

9. Publish the notice of award of the purchase.

The notice should be published in accordance with the terms set forth in Charter
section 325 and PPB Rule 3-09. A public hearing is not required.

If you have any questions please contact Andrea Glick at (212) 788-0065 or e-mait at:
(glickand@cityhall.nyc.gov).
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C. Agency General Counsels
Mayor’s Office of Contracts (Senior Staff)
Chuck Brisky
Felix Clampa
Alan Friedman
Elizabeth Glazer
John Graham
William Joyce
Ellen Lee
Elizabeth Lusskin
Dan Muller
Steve Stein Cushman
Michael Stoller

Attachments (5)
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PURVIS SYSTEMS

I N C O R P O R AT ED

3 November 2002

Mr. Cesar D. Zepeda

New York City Fire Departmeant
Y MetroTech Center

Contract Development Unit
Room 55-13K, 5™ Floor
Braoklyn, NY 1120/

Subject; Best and Final Offer for Project Definition for the Design, Fabrication and
fnstallation for the Voice Alasm System, PIN 057020002021

Reference: The Citv of Now York Fire Deparlment leher dated 24 October 2002

Dear Mr. Zepeda:

PURVIS Systems Incarporated is please o submit one (1) original and fifiecn (15) copies of the
enclosed Best ang Final Qffer in response to the subjeet solicitation and is in accordance with the
requirements as stated in the above refereneed lelter,

PURVIS would like to propose the following as a payment schedule:

). Due to the aggressive schedule proposed and in accordance with standard PURVIS Systems
policy, the Work Plan proposed is based on an 8-hour workday rather than 7.3-hour workday
cited in the selicitation. Apy inability of PURVIS personnel {(including subcontractors) to
work a minimum 8-hour workday due to Fire Department personnel or policy may requirc an
equitable price and/or schedule adjnstment,

2, This proposal is based on PURVIS providing labor distoibution reparts on a bimonthly basis.
This timeframe caincides with the PURVIS Timekeeping Policics and Procedures and the
submital of employee time sheets, Any more frequent requirement will require PURVIS to
institute a new policy/procedure and would require an equitable price adjustment,

53 Paragraph 5.7.2.2 of the FIONY solicitation — The proposed SI Administralion Fee reflects the

required burdening on matedal; therefore, it is invoiced in conjunction with receipt of
maicnals.

4. Pargraph 3.7.2.3 of the FDNY solicitauon — Surety withholding shal} be five percent (3%)
and payable at the completion of Lhe delivery ilem. Labor, however, wifl be invoiced and
payable as expenaded monthly.

Paragraph 3.7.3.1 of the FDNY solicitation — The invoicing of hardware/saftware costs shall
be when received at the contractor site. The FDNY shall be required to have a representative

n

1272 WEST MAIN ROAD, MIDDLETOWN, RHODE ISLAND 02842, 401 845-4750/FAX 40] 849-0121



ADDENDUM I
Page 26 of 40

visit the Rhode Island site on a monthly basis to accept the materials received, [f FDNY
chooses not to send a representative, materials will be invoiced within thirty (30) days after
receipt, without approval, and are payable to the contractor at that time.

As part of our original Terms of Offer, PURVIS would like to include for the possibility of
additional costs associated {or unauthorized modifications of Firehouse Voice Alarm Equipment
ung for repairs made to the red phones as a result of physical damage oceurring not due to normal
wear and tear by the FDNY employees,

As the architecture of the PURVIS proposed Firehouse Board for the Modernized Voice Alarm
Systern is similar to PURVIS' proposcd ERS Box architecture under FDNY Contract Number
857X250361, FDNY's exercising of the mimmum new box option under the ERS contract wonld
result in further reducing our proposed Modemized Vaice Alarm Total Contract Cosl by over
$100,000.

One of the key features of the proposed PURVIS design is the fact that modemization of the CO
equipment 15 independent of the modemization of the Firehousc equipmenl. To this end, FONY
may elecl to alter PURVIS’ proposed schedule and modernize one or more of the COs prior to
modemization of any Firghouses. The result of this approach would be that the FDNY would
realize the additonal funclionality of the modemized CO equipment without having to modemize
the Firchouse cquipment. This would allow the FDNY (o defer substantial procurement costs
nto later fiscal years. The additionally functionality avaitable with the CO equipment would
inclide: the ability 10 uulize two or more dispatchers per borough; managed test and diagnostics;
automated voice response test and emergency standby redundancy scheme. FDNY may also
choose to malke the firehouse equipment design, development and installabion an option under the
contract, leaving the CO equipment desigit, development and installation as the base contract.
FIONY could then defer execution of the option to a later date or not exccute it at all.

Because of the similarity in architecture between our proposed Modernized Voice Alarm System
and the Modemized ERS, this offer utilizes a common space pool for the twvo systems. As
required by FONY | this spare pool will consist of a tatal of 10% spares for all items.

PURVIS Systems Incorporalted respectfolly requests a negotiating forum with the Fire
Department of the Cily of New York in order to discuss how PURVIS can provide addilional cost
savings, beyond the already subsiantial savings as reflceted in this Best and Final Offer.

As per your letter dated October i1, 2002, our Best and Final offer is based on our original
offering. which yas provided on February 23, 2002, This offer does not inchide supplemenial
cosls cstimates provided on August 27, 2002 and October 02, 2002

This proposal remains valid for 90 calendar days from the date of required submittal, Should you
have any questions or require addilional information, please contact Mr. John Desposito,
Executive Vice President who may be reached at (631) 642-3313 or by fax (631) 642-3343.

Sincerely,
PURVIS Systems Incomoraled

-
Michael P. Lepanto

President

PURVIS SYSTEMS
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TO7 TERRAFIE> ERUTETTT =
PURYIE EYSTEMS
I v ¢ 0 R P O B A T E D

8 June 2001

Mr. Damon Chan

New York City Fire Department

9 MetroTech Center

Brooklyn, NY 11201

Cantract Development Unit

Room SW-18-K, 5" Floor

Subject: PURVIS Systems Best and Final Offer dated 4 June 2001

References: (1) Solicitation for the Modemization of the Emergency Reporting Systems and

the Electro-Mechanical Alarm Display Systems, PTN Number 0501000106

(2) PURVIS Systems Proposal dated 17 January 2001 and Associated Terms of
Olfer

(3) TFire Department of New York Request for Best and Final Offer, dated
22 May 2001

(4) TFire Department of New York letter dated 6 June 2001 extending Besl and
Final offer to 11 June 200

Dear Mr. Chan;

PURVIS Systems [ncorporated is pleased to submit the Best and Final offer for the above-
refevenced solicilation.  This submitlal, as requested, is presenled in the same format as the
original Price Schedule and is certified by an authorized representative.

Reterence (3), Fire Department of New York Reguest for Best and Final Offer, provided answers
o questions on Oplion V submifted during the meeting at FDNY on 17 May 2001, With these
answers, PURVIS is providing an enclosure to this letter, which should be used (o replace
subscction .22 (pages 99 and 100) of our original Technical Proposal.

The PURVIS design approach, submitted in our {echnical proposal, and the costing derived from
this approach, include the following;:

1) Parapraph 5.7 of the PD requires the contractor to resolve scheduling and coordination
conflicts with no new cosls, PURVIS has attempted to forecast scheduling canflicts. The
PURVIS work plan lor installation and integration includes a number of houwrs that will be
worked by technicians and managers in order to resolve such issues, These hours are
included in the price proposal so that any conflict in schedule or coordination will not result
in any Engineering Change Orders.

1272 WEST MAIN ROAD, MIDDLETOWNM, RHODE I1SIAMND 02842, 401 B49-4750/F A% 401 849-0121
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Mr. Damon Chan, NY City Fire Department
8 June 2001
Page 2

2) Paragraph 5.8 of the PD indicates thal the specifications and requirements listed throughout
the PD cannot be construed as limiting. Furthermore various sections of the PD require
systems that have a certain number of predefined features, bul also require that the systems
not be limited to the features specified. PURVIS has attenpted (o forecast where ihe system
may be required to grow beyond the specified features. The PURVIS work plan for design
and test includes a number of hours for technicians and managers to discover these new
leatures and to create mockups and/or provide demonstrations for these features. Our work
plan has included additional hours for the development of unspecified fealures within the
(ollowing systemis or activities:

a) Details regarding the User Screens available to supervising dispatchers

b) Delails regarding the interfacc to Telephone/ACD

¢} Details regarding the interface to FDNY ARD/CRO

d) Delails of cal} control funciions available Lo the supervising dispatcher

¢) Details of the message formats to CAD, whether "proposed” or "existing"

f) Details regarding field communication with ALTS system

g) Details regarding routining Rinctions yet to emerge

h) Details reparding cutover

1) Details regarding Queries and Reports available to manapement stationed at
headqunrters.

Hours to address these issues have been included in the price proposal. Emerpgence of these
details during course of design and implememtation will not result in any Engineering Change
Orders.

3) Paragraph 7.1 requires a full-tinie Project Manager. PURVIS has interpreted this
specification as being a requirement for a point-of-contact to answer questions regarding
status and issues anylime during standard working hours over the entire course of the project.
Our wark plan has inciuded substantiat hours for this functionality.

4) Paragraply 9.1.8 requires (hat the system be designed such that any exercise of optional
services will not require a system redesign or overhnul. Furthermore, paragraph 9.2.]
requires the system design 1o be modular and capable of being installed and upgraded in
phases. Paragraph 35.0 vequires the system be prepared for unspecified upgrades or
modifications as well, PURVIS huas attempted to forecast the nature of specified and
unspecified upgrades, Our work plan for design and test includes a number of hours and
techpicians and managers 1o simulate upgrades and document the system's maximum
capabilities and interface specifications. Hours to address this issue have been included in
the price proposal. The cost of the proposed options assumes that no redesign or overhaul is
necessary, Future upgrades conforming to the documented maximum capabilities and
interface specifications will not require costs for redesign or overhaul.

PURVIS SYSTEMS
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Mr. Damon Chan, NY City Fire Department
8 June 2001
Page 3

5} The PD specifies the system be prepared for hardware and software modifications within the
entire period of design and also warranty. The lifecycle of the product should extend beyond
this period. PURVIS proposes that the Fire Department should take ownership of software
development packages und of the maintenance contracts on those development packages,
PURVIS also proposes the training of a small number of Fire Department personnel 1o use
these packages. Tn addition 1o the ownerships bestowed wvpon the Fire Department by
paragraph 39.0, this would provide for hardware and software modifications to the system for
the entire life cycle.

6) Pavagraph 14.1 of the PD required 600 conductors while paragraph 27.2.3.7 required 1350
conductors. The PURVIS base price includes 600 conductors, 600 conductors is sufficient
for all the ERS/EMADS loops and for ATSP loops as well. The additional conductors
needed for 27.2.3.7 are part of the price for Option I

7) Paragraph 33.2 of the PD requires the system maintain 99.9% uptime each month. [n support
of this specification, the PURVIS design approach uses a tremendcus amount of modularity
and redundancy. For example, two Audio Processor systems are proposed for each borough.
These systems individually have redundant power supplies. Each system individually has
modular, under-utilized signal processors. I a single power supply matfunctions, the others
can support the load. If a single signal processor malfunctions, the other can supporl average
load. Additionally, once placed on two separate power circuits, the Two systems serve as a
back-up to one another in case a single circuit breaker fails. The PURVIS experience with
(he existing ERS sysiem and the BARS system in Brooklyn has shown that a single power
lailure in the processor cabinet will take down the system despite the redundant processors
within that cabinet. The PURVIS price proposal includes tremendous amounts of hardware
i support of the multiple layers of redundancy.

[T you have any questions, plense feel free to contact me at (401) 849-4750.

Very lruly yaours,

PURVIS Syslems Incorporated

- %) - . ’\
Michael P. Lepanto /

President

Enclosures

PURVIS SYSTEMS
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TERMS OF OFFER

s The following outside Vendor Support, assuming a 5 March 2001 start date, will be required:

Dictaphone - Lopging recorder vendar

by 6/21/01): Full specification, from Dictaphone via FDNY, must be complete

by 8/24/01: Dictaphone via FDNY mus( approve PURVIS® fina) proposed testbed

8/24/01 — 12/6/01: Diclaphone pravide consultation support Lo PURVIS during test with testbed

12/7/01 =2/11/02; Diclaphone provide consultation support to PURVIS during Field test and
Acceptance Test

Telephone/ACD Vendor ~ Vendor chosen by FDNY ta implement Verizon-based Call Center

9/17/0) - 9/28/01: ACD Veundor and FDNY work with PURVIS 1o define local connection on
ARD/CRO (COM OLE); ACD Vendor and FDNY work with PURVIS 1o
define connection to MIS

by 12/%1/01: ACD Vendor and FDNY niwust approve PURVIS’ final proposed testbed for
both local connsction and coanection to MIS

12712101 = 2/12/02: ACD Vendor provide consultation support to PURVIS during test with
testbed for both local connection and connection to MIS

3/22/01 - 5/2/01:  ACD Vendor provide cansultation suppart to PURVIS during Field Testing
and Acceplance Testing for both local connection and connection to M1S

CADS Vendor — Vendor chosen by FDNY who will modify CADS software for any new
message formats

6/31/01 = 6/20/01: CAD Vendor and FDNY work with PURVIS 10 define ERS message formats

7/9/01 = 7/43/01:  CAD Vendor and FDNY worlc with PURVIS (o define EMADS message
formats

1/3/02-2/11/02:  CAD Vendor provide consultation support to PURVIS during Field test and
Acceptance Test of ERS and EMADS

Verizon — Vendor who contrals E9) | nenwerk and Telephone/ACD switch network

6/21/01 - 7/6/01:  Verizon and FDNY worlc with PURVIS to define E91) connection

8/20/01 = 9/21/01: Verizon and FDNY work witly PURVIS to define Telephone/ACD switching
connection

by 8/24/01: Verizon and FDNY must approve PURVIS” final proposed testbed for ES 1 |
connection

8/24/0) = 12/6/01: Verizon provide consultation support to PURVIS during test with testbed of
£E911 connection

12/7/01 - 2/11/02:  Verizon provide consultation support to PURVIS during Field test and
Acceptance Test ol E911 connection

by 12/9/01: Verizon and FDNY must approve PURVIS’ final proposed testhed for
T'elephone/ ACD switch network connection

12/10/01 —2/15/02: Verizon pravide consultation support 1o PURVIS during test with testbed of
Telephone/ACD switch network connection

3/22/02 - 5/2/02:  Verizon Provide consultation support to PURVIS during Field test nnd
Acceplance of Telephone/ACT switch network connection

Uzu £ dicdasure ol 4ald an hiz sheal g subjoct 1o (he coatiction PURV]S SYSTEMS
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Power Supplies —

10/5/01:  FDNY (o witness and approve profotype power supply acceptance prior 10
commenccment of Production run. PURVIS' schedule is dependent upan
power supply vendor delivery dates us quoted to PURVIS by power supply
vendor. ‘

PURVIS requires FONY to accept production deliveries al power supply
vendar siles, priar to shipment to PURVIS, and FONY will pay PURVIS
within tweaty (20) days of this acceptance of shipment. PURVIS® schedule
(s dependent upon the power supply vendor maintaining their proposed
production schedule shipment rate.

FDNY can reduce PURVIS’ bid price considerably by directly purchasing
and drop shipping the production pawer supplies to PURVIS,

Ficld communications with ALTS -
by 6/5/0): Althaugh nol mission critical, these functions will require a detailed
specification from FONY within 3 months of start date.

o  Option I (Relocation of the Existing ERS Equipmeni to the Basement gl the CO) - It is in
PURVIS® opinion an extravrdinarily high risk process. Therefore, PURVIS is not including a cost
for this option.

o  QOption O1 (Replication of ERS Equipment) - This option is integral to our base system approach,
because it enhances delivery time and reduces potential impacl on construclion schedule. The cosl
ond schedule is considered mandatory and is included in our base submittal.

s QOption Y (FDNY Cable Plant Upgrade with Fiber Optic Network) — (n order to develop o
realistic cost and schedule estimate, detailed 1echnical discussions between our design team and the
FDNY management and Llechinical staff will need to occur. Specific areas to be discussed are
addressed in subsection 6.22 of our technical proposal.

e  Whitespace - Although the PD specifies 84" aFheight in the whitespace, the PURVIS design requires
67" of height. M actual whitespace is less than 67", the proposed equipment will not fit aad there will
be a tremendous impact to schedule.

s Paragrnph 5.7 of the PD reads as follows:

“The Deparnnent anticipates the rengvation of the Central Offices ond the maintenance of the ERS
und EMADS system ... If a conflict develops In the projecr coordination, FDNY reserves the right (o
resolve such conflice by requesting the Contractors 1o take the necessary action (g remedy the
Situation, al no addivional cost.”

During negotiations, PURVIS and FDNY will define the guidelines for conflict resolution “at no
additional cost” to FDNY.

I'DNY Responsibilities ~

L. The New York City Fire Department wil! make facilities and appropriate personnel available as may
reasonably be reguired for PURVIS Sysiems to gain the aceess and information required for

2.

Uso or dizetasura af dawn an fhes shoot 1s subject 1o ke ragnclian PURV]S SYSTEMS
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performance as delineated in the Teclinical Proposal and PD. Failure to provide reasonable access
may adversely affect the proposed price and schedule.

2. The proposed cost and schedule is based on the Fire Department performing acceptance testing
during the periods idenrified on the Work Plan. Further, the Work Plan is based on the Fire
Depurtment completing nlf scheduied reviews within twenty (20) days of receipt of the respective
item to be reviewed. Failure by the Fire Department to perform its reviews within the allotied period
may adversely affect the proposed price and schedule, thereby requiring an equitable adjustment.
PURVIS wilf incorporate the Fire Department's requested changes provided as a result of the Fire
Department’s timely review.

3. System documentation will be provided to the Fire Department for one review prior to formal
submittal. Additional requests for reviews may adversely affect the proposed price and schedule,
thercby requiring an equitable adjusiment.

4. Pursuant Lo the solicitation, PURVIS Systems has proposed Training of 104 days. Any change of this
proposed training may require an equilable price and/or schedule adjustiment.

5. The FDNY will be responsible for the foliowing installations:
—~  Dictaphone Loggers
-  LAN/WAN equipment
~  LAN/WAN cabling
— Answering Station Cabling

Accounting/Paymen! Terms -

I. Duc lo the agpressive scliedule proposed and in accordance with standard PURVIS Systems policy,
the Work Plan proposed is based on an §-hour workday rather thun 7.5-hour workday cited in the
solicitation. Any imability of PURVIS pessonnel (including subcontractors) (o work 8 minimum 8-
hour workday due to Fire Depariment personnel or policy may require an equitable price and/or
schedule adjustment.

(0%

This proposal is based on PURVIS providing lebor distribution reports on a bimonthly basis. This
timeframe coincides with the PURVIS Timekeeping Policies and Procedures and the submittal of
eniployee time sheets. Any more frequent requirement will require PURVIS to institute o new
policy/procedure and would require an equitable price adjustment.

3. Paragraph 6.]1.3 of the FDNY solicitatian - Surety withholding shall be five percent {(5%) and payable
at the completion of the delivery stem. Labor, however, will be invoiced and payable as expended

monthly,

4, Paragcaph 6.1.4 of the FDNY salicitotion — The SI Administration Fee shall be payable in sixty (60)
equal instalfments, monthly, withoul the requirement of on invoice from the contractor. SI
Administration Fee paynients are payable beginning thirty (30) days afier contract award.

S. Paragraph 6.1.5 of the FDNY solicitation - The invoicing of hardware/software costs shall be when £
recejved al the contracror site. The FDNY shall be required to have s representative visit the Rhode
Island site on a monthly basis (o accept the materials received.

~3-
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If FDNY chooses not to send a representative, materisls will be invoiced within thirty (30) days afier
receipt, without approval, and are payable (o the controctor at that time.

6. Paragraph 6.3 ol the FDNY solicitation - Per the new backdrop rates effective 1 January 2001, travel
is now included in the hourly billing rate.

7. Para 7.} - Phase | warranty has been included based upon the propesed schedule. If the project is
cxlended beyond the proposed fjve (5) years, additional charges witl be necessary to extend any
Phase I warranty in effect.

The costs estimated for each Phase [ warranty within each borough has a maximum duration of
twenty-four (24) months. 1f the twenly-four (24) months is exceeded prior to total system acceplance,
ndditional Phase [ warranty costs will be billed via a change order.

e

Usa ar diszinsuro @) dala on thiz choal ls ebjudl (o Ine resuicdon EM
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FDNY Agency Implementation Plan
Audit #: FM13-054A

Audit Name: Audit Report on the Expenditures Submitted by PURVIS Systems
Ipcorporated for Its Contracts with the New York City Fire
Department

Rec. #:
01 Recommendation
Consider seeking reimbursement for the $1,119,516 ($870,719 for non-
travel staffing billed at travel rate + $248,797 for staff who did not qualify
for the titles billed).

FDNY Response:
DISAGREE

PURVIS provided two rates in their best and final offer duning contract
negotiations with FDNY. A standard New York State Office of General
Services (NYSQOGS) rate that included all potential expenses, including
travel, and a discount rate for those employees or consultants for which
they estimated that any additional expenses were not applicable. PURVIS
then established the employees or consultants that would be covered by
either rate, The standard NYSOGS rate did not preclude PURVIS from
utilizing employees that may have limited travel, or require that such
employees actually travel. It is an overall methodology for the vendor to
recover trave) related expenses for all employees over the term of contract
utilizing hourly base rates. As such he Fire Department does not agree
that seeking reimbuwrsement from PURVIS is appropriate for staffing that
the Office of the Comptroller has identified as non-travel.

PURVIS utilized the Programmer Analyst title for a number of individuals
that provided services for various projects throughout the full term of the
agreements. Moreover, at the time of the financial audit, it is our
understanding that PURVIS provided the Office of the Comptroller audit
team with information concerning the current title of the employees, but
did not provide the titles and level of work performed during the period of
contract performance. FDNY has identified two (2) employees who were
listed on original staffing charts provided by PURVIS in the technical
proposals including Jj G :nd HEll S, both of whom
provided technical services and were correctly invoiced. Also, it should
be noted that the NYSOGS guidelines indicate that vendors can invoice
for work other than that provided in the ‘mandatory titles’ utilizing the
Specialist Title as a “catch all” work description. The Fire Department will
consider additional information provided by PURVIS in respect to the
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remaining employees to determine applicability to the projects. The total
amount to be reviewed is $80,568.91, and we will agree to seek
reimbursement if it is determined that the work performed was not
applicable to the project or the contract job titles.

Recommendation
Ensure that all future contracts:

o Include non-travel rate titles that correspond to travel rate titles when
applcable.

FDNY Response:
DISAGREE

The NYSOGS min-bid process was a unique solicitation process that
required vendors to subsume all travel-related expenses in their proposed
labor rates. This procurement process has expired and is not utilized by
the Fire Department in its solicitation processes. FDNY solicitations that
require travel by vendor staffing or consultants mandate that the costs of
such travel expense is invoiced separately.

s Require its contractor to provide more detailed information on the
timesheets, including but not limited to:

- A more detailed description by project on the work they
performed.

- Work location for each specific project.
FDNY Response:
DISAGREE

We have determined that for most projects, the information provided on
timesheets is sufficient to permit approval of the work and payment to the
vendors. The FDNY requires vendors to provide information related to
each project as applicable. In most cases, the timesheet references the
project by a corresponding project number or work code description, or a
short description of the work performed. The work of the staff is generally
a collective effort that is summarized in the project reports submitted with
each invoice, and in some projects, the work description is also included
on the invoice. The FDNY carefully monitors the work progress
throughout the term of the project, reviews the progress reports and
monitors the ongoing deliverables. Projects vary in the need for supporting
information, and also in the location requirements. In construction related
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projects, the vendor submits timesheets with the hours, titles and rates of
each employee as well as the facility location where the work is being
performed. However, consultant type projects may require contract
employees at various locations, and as such, the need to indicate the
location is not required. Locations are not required because the billing
rates are employee specific, and not location related.

Recommendation
Consider that all future contracts include a clause:

s To ensure that the City is getting the best pricing from its contractors
and that any cost savings are being passed along to the City.

FDNY Response:
DISAGREE

The Fire Department takes exception to the implication that the FDNY is
not achieving the best pricing for City. The Fire Department utilizes a
number of procurement methods to fulfill its needs for goods, services and
construction. Most contracts are awarded through competitive sealed bids,
and as the law makes clear, the projects are publicly solicited and awarded
to the lowest responsive and responsible bidder. RFP’s include language
such that the award of a contract will be to the responsible proposer whose
proposal i1s determined to be the highest quality and most advantageous to
the City, taking into consideration the price and overall quality of the
proposal as measured against the criteria set forth in the RFP. We also
consider awards based on best value which is defined as the bid or offer
that optimizes quality, cost and efficiency. The Fire Department always
endeavors to achieve the best pricing and cost savings through ongoing
negotiations with our vendors, and by management of the project costs and
budget.

o That limuts the mark-up a contractor can charge on services or
materials to ensure the City is getting the best pricing from its vendors.

FDNY Response:

DISAGREE.

The FDNY does not consider this requirement to be in the best interests of
the City. Each project is different in capacity and requirements. With such
a limitation, vendors will recover such costs through other variables such
as increased labor and material rates to cover any deficiencies on the
mark-up factor. As such, establishing such a mark-up cap is difficult and
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in some cases could be counter-productive Also, such a limitation may
inhibit M/WBE and emerging vendors, who may require a greater mark-
up in order to cover higher than normal costs, such as loans, bonding,
insurance, administration, etc.

Recommendation
Strengthen the control on its payment approval process by:

o Ensuring that the consultant worked the hours that FDNY is billed for.
FDNY Response:
DISAGREE

The Fire Department disagrees with the position taken by the Office of the
Comptroller audit team that its payment approval policies need to be
strengthened. The Fire Department maintains a thorough payment
approval process and verifies consultant working hours. FDNY Project
Management and Contracl Administration thoroughly review all the
invoices and supporting documentation for reasonableness to facilitate the
acceptance of the deliverables and services, and approve the payments.
FDNY Project Management closely monitored project deliverables
including time expended by PURVIS employees and consuliants on
specific project tasks. Our Project Managers were aware of the contract
format and project budgets, and worked to assure proper cost containment
for each project. They used professional judgment In reviewing each
invoice and the accompanying timesheets, progress reports and other
materials, to facilitate their acceptance of the deliverables and services,
and approve the payments.

The Fire Department continually endeavors to improve upon its payment
approval and project management capabilities, and follows the Office of
the Comptroller's directives in its contract administration activities.

¢ Verlying the work lacation of consultants to ensure that the correct
hourly rate is being used to bill the City.

FDNY Response:

DISAGREE

The Fire Department disagrees with the position that such verification
practices are not in place within the agency. FDNY does venfy the
appropriate invoicing rate for employees in such instances where there are
different levels of billing or other such unique situations. In the contracts
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andited by the Office of the Comptroller, locations are not required
because the NYSOGS rate was not dependent upon actual travel. The
standard NYSOGS rate did not preclude PURVIS from utilizing
employees that may have limited travel, or require that such employees
actually travel. FDNY and PURVIS negotiated final rates to reduce costs
from the standard NYSOGS rates based on the employee designation and
their skills, not by the location of work.

» Ensuring consultants qualify for the title they are using to bill the City.
FDNY Response:
AGREE

The Fire Department agrees in part that the process for review of
consultant qualifications could have been more carefully managed. The
FDNY is reviewing PURVIS invoicing totaling $80,568.91 to determine
whether the work performed was applicable to the project or job titles. If
it is determined that such charges were inappropriate, then we will seek
retmbursement from PURVIS.

FDNY receives and approves resumes for primary positions dunng the
solicitation review process and after award of the contract. The Fire
Department performs periodic reviews of primary staffing and has a
process to review support and other staffing on an as needed basis
depending upon a project requirements and needs. Random periodic
review of contractor employees and subcontractors is a reasonable basis
for approval provided that the delivery of the product or system remains
in accordance with the contract requirements. However, we agree that the
controls should be strengthened, and we are currently imiplementing an
enhanced process to review consultant qualifications, and make the
approval process more transparent.

» Ensuring that hardware purchased by the contractor is necessary and
only used on a FDNY project. FDNY should pre-approve ali hardware
purchases in writing, especially items sent to a non-FDNY site.

FDNY Response:

AGREL

The responsibility of the Fire Department regarding the supply of
hardware is to assure that the final products provided to the agency is in
strict accordance with the contract bill of materials and project
requirements, as well as the agreed upon cost basis. Confirmation is
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generally performed through a thorough inspection of the system
components, system acceptance testing, and final project acceptance.
FDNY normally pre-approves hardware procurements made by vendors,
and 1n such cases partial payments may be made. Final payment i1s made
upon complete system delivery and acceptance. Although we disagree
with the position that such assurance js not undertaken by the FDNY, we
do agree that hardware should be inspected at the point of receipt, and the
procedures to accomplish this task currently exist and will be reinforced.

e Ensuring that contractor payments on hardware purchases are being
made in accordance with the contract terms.

FDNY Response:
AGREE

The FDNY nommally ensures that contractor payments for all deliverables
and requirements, including hardware, are made in accordance with the
contract terms and conditions, and as such, the recomunendation is in
place. Hardware component purchases are the elements that comprise the
finished products listed in the bill of materials for most contracts, The
FDNY Project Managers review and approve the purchases on that basis.
With respect to the FDNY’s venfication, acceptance of the finished
hardware product is sufficient for approval in as much as the system is in
complete conformance with the contract and project requirements.

e Requiring supervisory signature by its vendor pnor to the submission
of subcontractor timesheets.

FDNY Response:
DISAGREE

The FDNY acknowledges that the subcontractor timesheet should be
signed by the subcontractor employee and by the subcontractor project
manager. However, sign-off by the primary vendor may not be applicable
since they may not have supervised the work, but have accepted the
deliverable. The acceptance of the deliverable by the prime constitutes
acceptance of the timesheets and representations of the subcontractor. In
the same manner, if FDNY does not coordinate or supervise any direct
work of the prime contractor employees or consultants, then their
timesheets are not countersigned by FDNY Project Managers.
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Recommendation

o Ensure that contractors awarded multiple contracts for similar services
are providing the best price on those contracts.

FDNY Response:
DISAGREE

The FDNY utilizes competitive procurement processes to obtain the best
pricing and best value in the interest of the City and the taxpayers.
Procurement responses are reviewed to detepmine if they are in
conformance with the budgeted amount, and reviewed in relation to other
responses, market conditions, and other vendor pricing. Negotiations are
conducted with responsive and responsible vendors to obtain the best
pricing and value regardless of whether it is a single award or multiple
contracts over several years.
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PURVES SYSTEMS

N C O R P OR AT E D

May 17, 2013

Ms. H. Tina Kim

Deputy Comptroller for Audit
City of New York

Offlce of the Comptroller

One Center Street, Room 1100
New York, NY 10007-2341

Re: Response to Audit Report on the Expenditures Submitted by
PURVIS Systems Incorporated for Its Contracts With the
New York City Fire Department FIM13-054A

Dear Ms. Kim:

Thank you for the opportunity to share additional information about your findings, We are committed to
performing high-quality, accurate work for the New York City Fire Department, as evidenced by the fact
that less than 2% of the $93.5 million In work that was reviewed was in question. We intend to continue
to be fully compliant with all contract requirements governing existing and future work for the FONY and
we are happy to explain our processes in greater detail.

Your Finding About the Inclusion of Travel Costs in the "PM3” Rate.

The contracts specified only one rate that could be billed for “PM3” professionals —and the
“PM3” rate was defined in the contracts as including travel, meals and lodging costs. As a
reflection of our commitment to manage and reduce costs for the FDNY, during the contract
negotiation process, we proactively identified and defined a rate (the “PA2” rate) that removed
bulit-in travel costs for non-travelling professionals. In addition, please be assured that the
professionals tested on the Starfire contract travelled regularly and that we have travel expense
reports submitted by these individuals detalling this travel,

Your Finding About the Professional Backgrounds of Some Employees,

We use the U.S. government's Federal Acquisitlon Regulations (FAR) and cost accounting
standards when determining how employees should accurately and falrly record thelr time
worked on each contract. We apply that methodology consistently across all contracts. We use
this approach for the work we do for the Department of Defense, commercial customers, and
municipalities. We, and our customers, find it is a strong and clear set of guidelines that result in
high vatue and successful work product. This Is the methodology we used on the FONY
contracts,

1272 WEST MAIN ROAD, MIDDLETOWN, RHODE ISLAND 02842, 40/ 848-4750/FAX 401 849-0121
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After recelving your questlons about some of the professionals who were biiled at program
analyst rates, and on further reflection, perhaps we should have billed these individuals as
Specialists — or perhaps requested an anclllary labor category be added to the contract so we
could bill these individuals at a separate rate. We will be making that change moving forward on
all new engagements.

We would like to note that these questioned hours represent less than one half of 1% of the
total dollars bllled under the contracts that were audited.

Your Finding About Whether Rates Were “Marked Up.”

In response to your first finding, please know that the professionals identified were billed
according to the tasks they perfarmed for specific labor categories. And they were billed
according to the rates specified in the contracts (in this case, program analysts/specialists). It is
Inaccurate to suggest we added a mark-up to the cost of these services prior to bifling FDNY. We
added nothing.

It is also useful to note here that the amount of the biltings most strenuously questioned above
(23 hours total time) amounted to $1,784.80 - out of a total of $93.5 million in billings that were
reviewed.

In response to your second findlng, please know that a “system Integration fee” is materlals
handling and overhead costs connected to specific materials purchased under the contract.
These costs are separate from the labor costs assoctated with working with those materials to
realize the contract’s objectives. This overhead Is applied to afl materials purchases, across all
contracts and customers, As a result, it is inaccurate to suggest the company inappropriately
biited on the ERS/EMADS contract by recelving a systems-integration fee.

Again, thank you for the opportunity to reinforce our commitment to high-quality, accurate work for
FONY. The fact that less than 2% of the $93,5 million in work that was reviewed came Into question is a
reflection of that commlitment. And we intend to continue to be fully compliant with all contract
requirements governing exlIsting and future work for the FDNY.

Sincerely,

Stephen P, W

Executive Vice President/Chlef Financlal Officeyr

PURVIS SYSTEMS




