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TO: Allison Shaeffer, Administrator, Office of Employee Services

FROM: John Kinkela, Office of Collective Bargaining

SUBJECT: Fact-Finding Inquity re: Chief Procurement Officer T. Tyler
DATE: January 31, 2011

INTRODUCTION:

On November 19, 2010, I was assigned to conduct an investigation concerning an
email communication that was sent from an anonymous soutce to Associate Legal Counsel
Darren Shulman and to the Inspector General’s Office, alleging possible misconduct on the
part of Chief Procurement Officer Terty Tyler with respect to a “seemingly inappropriate
connection to the contractor Hedgehog.” [ Hedgehog, Inc. is a privately held corporation
that is headquartered in Indianapolis http://www.hedgehog.com/hedgehog/indesx.html].

The email from “Rogering Hedgehog,” dated 11/16/10, stated that the author is a
“group of concerned taxpayers who have researched issues we feel are a breach of the public
trust...” The email went on to state that “...Through anonymous interviews of several
procurement staff and management at the General Services Division located at DAS we
have heard rumors that Hedgehog has not been providing services per their contract with
the State (CSP900609) and that during the period beginning about January 2009 through
current, Chief Procurement Officer Terty Tyler has ignored his State staff who have told
him directly in meetings, in one-on-one’s, via emails, and in some cases via official public
records called Savings Report Forms that Hedgehog has not performed theit contractual
duties and should not be receiving compensation...” The email went on to state that Terry
Tyler has required staff to change Savings Report Forms to enable payments to Hedgehog
and listed several examples of procurements in which it was suggested that Hedgehog was
paid inappropriately. It also suggested that records provided in response to a public records
request are incomplete, and that there were a number of other areas concerning the
Hedgehog contract for possible investigation by the Inspector General’s office (such as
whether an amendment to “ship work overseas” violated the Governor’s executive order), as
well as the Attorney General’s office “based on the allegedly fraudulent claims being made
by Hedgehog about the work they say they have performed.”

When we met on November 19, you informed me that prior to the anonymous email
communication, Darren Shulman had received the public records request to which the
communication refers. Consequently, in addition to responding to the request, D.A.S. took
steps (through the General Setvices Division (GSD) business office) to perform an internal
audit of payments that have been made to the Hedgehog company under the contract. It
appeared that an overpayment of approximately $39,000.00 had occutred, based on the
category caps in the payment structure for various commodities outlined in the contract.
You also indicated that there were some questions raised by the email that required further
investigation, such as an amendment to the contract that had authotized some setvices to be
performed in India.




INVESTIGATION:
I obtained and reviewed the records that were provided by Darren Shulman and

Richard Scott, D.A.S. Legal Setvices, that were prepared in response to the aforementioned
public records request. I also reviewed audit records with G.S.D. business manager David
Chovan and Tom Michael and interviewed the following staff and former staff by telephone:
Associate Legal Counsel Christine Kinworthy, Tricia Bell, Steve Morbitzer, Tom Hart, and
Mark Hutchison. With the assistance of Anne VanScoy and her staff, I obtained pertinent
petsonnel records and was able to arrange interviews with employees in the Office of
Procurement Services. I conducted in-person interviews with the following procurement
managers: Terry Tyler, Steve Hunter, Gretchen Adkins, Ron Rowland, Jim Hunley, Sharon
Walls, Tommy Linley, Curtis Brooks, Gayle Blankenship and Marty Staats. I conducted in-
person interviews with the following procurement analysts: Andrew Miller, Terti
Villavicencio, Matia Roberts, Ross Leider, Walt Schneider, Bruce Reichenbach, Dana King,
Rob Rounds, Cyrus Carter, Val Piccininni, Dan Myers. I also interviewed Jencie McCloud,
executive secretaty. I have since received and reviewed various work documents that were
provided to Terry Tyler by Hedgehog, Inc. in response to the Stop Work order dated
November 19, 2010.

I sincerely appreciate the time, cooperation and assistance that I received from Jeff
Westhoven and all of the staff with whom I came in contact at the G.S.D. With all of the
changes that have recently occurred organizationally and the fact that this investigation came
at a time when additional administration changes were on the horizon, it is to their credit
that they maintained a professional, positive attitude throughout.

As a result of the change in administration, Chief Procurement Officer Terry Tyler’s
appointment was revoked, effective January 7, 2011.

BACKGROUND

On November 22, 2010, I met with D.A.S. legal counsel Richard Scott to obtain
copies of records that had been gathered by Richard and former D.A.S. legal counsel Tricia
Bell. T also met with GSD Deputy Director Jeff Westhoven to obtain background
information about the Hedgehog contract. Mr. Westhoven explained that, unlike most
contracts for consulting services entered into by the State, the contract with Hedgehog was
not based on payment for specific services but was instead a contingency-based performance
conttact that depended on achieving cost savings in various procurements.

Mr. Westhoven explained that a number of changes in GSD had occurred as a result
of recommendations made by the Procurement Reform Work Group (see “Advantage
Ohio” publication, April, 2008). The Procurement Reform Panel, made up of
representatives of the private sector, government and universities, had recommended a
number of reforms to model the GSD procurement operation after private sector best
practices. The panel had determined that $34 million to $72 mullion per year could be
achieved in state agencies through supplier reduction and leveraging the State’s purchasing
power through “strategic sourcing.” In order to achieve the recommendations of the panel,
Mr. Westhoven initiated 2 number of organizational changes, including the creation of a




chief procurement officer position and re-aligning the duties of procurement staff, to bring
the operation closer to that of high performing companies ( see “Achieving World-Class
Performance,” the Hackett Group, February, 2008"). During our meeting on November 19,
you mentioned that this initiative also tesulted in the transfer of a group of Information
Technology procurement staff from the Office of Information Technology division to the
Office of Procurement Services in the G.S.D. and that this had caused major discord among
the staff.

In addition to the organizational changes, based on a “spend analysis” done by the
Accenture company, a Request for Proposals (REP No. CSP900609) was developed to
engage a strategic sourcing consultant, to “assist the [Office of Procurement Setvices] in
performing strategic sourcing, supply chain reengineering, and procurement process
improvements.”

The RFP was issued in May, 2008. Ross Leider is the contract analyst who was
assigned to work on the RFP and contract. I interviewed Mr. Leider on December 21, 2010.
He stated that he and his supervisor, Jim Hunley, and Jeff Westhoven worked on the RFP.
He explained that the deliverables and compensation structure in the RFP were organized
into “waves” and “categories” according to the spend analysis by Accenture’. He recalled,
“we wanted to give prospective offerors a target based on historical data. I think we were in
touch with three states who had done this with similar contracts and were comfortable with
the savings that were achieved.” The specific language regarding contractor compensation is
as follows:

“For each commodity category within a wave, the Offeror will provide strategic sourcing
consulting services, as specified in the Scope of Work, for a fixed, not-to-exceed price per
category, as reflected in the Cost Summary in Attachment Eleven. It is within the State’s
discretion to select some or all of the categories for implementation. Prior to awarding new
contracts within the designated categories, the State and the Contractor will agree on a
contract cost baseline and savings calculation methodology. The baseline will be the cost the
state would have expected to pay had it not applied the strategic sourcing concepts
implemented by the Contractor. Once new contracts are awarded within the designated
categories as a result of the Contractor’s work, the State and the Contractor will calculate the

Contract savings base upon the agreed methodology.

For any purchases made from these strategic sourcing contracts, the Contractor will be
compensated one-half (50%) of the contract savings, until such time that the Contractor’s
fixed price has been paid in full. Savings will be aggregated for all the affected contracts and
paid to the Contractor on a quarterly basis.

'The Hackett Group report noted that “the State’s procurement costs as a percent of procurement spend is
three times that of high performing organizations; the State has five times the number of procurement staff
and neatly 1.7 times the number of supplies as high performing organizations.”

2'The Spend Assessment determined how much of the total amount spent by the State of Ohio could be
considered “soutceable.” It identified $0.72 Billion in “addressable” spend, identified eighteen categories of
procurements and grouped the categories into “waves” based on savings opportunity and ease of
implementation. http://procure.ohio.gov/pdf/spendassessment2008.pdf




Typically the state awards contracts for terms of two to four years. The Contractot’s
compensation shall be limited to a 50% savings share from the initial terms of contracts
awatrded in that category...” (RFP pp. 16-17).

Jeff Westhoven explained that in deciding to allow the strategic sourcing consultant
to keep fifty per cent of any savings achieved, some benchmarking had occurred with other
states who had engaged similar consultants. Because contingency-based strategic sourcing
engagements ate extremely risky for vendors, who receive no compensation unless and until
savings are achieved, the rates for compensation established in the market for contracts of

this type ate quite high.

Only two proposals wete received: one from Misher Group, LLC and one from
Hedgehog Inc. According to Steve Hunter, State Purchasing Administrator, Misher was
originally awarded the contract in August, 2008. However, after the contract was awarded,
Misher withdrew from consideration because they indicated that they did not realize that the
contractot’s compensation was solely based on savings to the State, and they could not
afford the up-front investment. Ross Leider and Jeff Westhoven stated that after the Misher
Group withdrew, the matter was teviewed by D.A.S. legal staff to determine if Hedgehog
could be awarded the contract or if another RFP would have to be issued. Jeff stated that the
determination was made that Hedgehog could be awarded the contract because it was the
only other vendor that had responded to the RFP.

The contract was awarded to Hedgehog on October 3, 2008. The cost summary
attached to Hedgehog’s proposal shows the Estimated Expenditures (that were provided in
the RFP), the Estimated Savings (proposed by Hedgehog) and the Cost (fixed dollar limits
proposed by Hedgehog), broken down by spend category (Attachment 1). Hedgehog also
submitted an addendum (which became part of the contract). Dated October 1, 2008, it adds
language that allows additional categories to be added by mutual agreement and that for the
additional categories, the State shall pay the Contractor the lesser of 1.5% of the total spend
for additional categories or 50% of the savings achieved in that category. However, there is
no maximum ot cap specified for additional categories. (Attachment 2). The possibility of
adding categoties was also contemplated in the RFP (p.15). Ross Leider explained that an
open-ended contract was allowed so that if additional categories were identified (to permit
additional savings), it could be added to the contract.

Terry Tylet was hired on August 21, 2008 as the Chief Procurement Officer. During
my interview with him on January 6, 2011, he stated that he had no previous public sector
work experience but that he had many years of management experience, including
employment with Dupont, Ashland Oil and Nationwide Insurance. He said that he had
worked with strategic sourcing consultants in the past, but never with Hedgehog. Although
he was not involved in approving the Hedgehog contract in October, 2008, he stated that he
recalled a concern about the accuracy of the Accenture spend analysis. He said that the idea
behind the October 1 addendum was to have the flexibility of adding things that were not
considered in the Accenture report.

On November 29, 2010, I interviewed Steve Hunter, the State Purchasing
Administrator since 1988. In regard to the Procurement Reform Work Group
recommendations, he said that the contract analysts have been reorganized into sourcing




teams, where they were previously organized by purchasing method. He explained that they
are now responsible for all types of bids and purchase methods and are otganized by
industry. He affirmed that there has been much “angst” among the staff, especially the
Information Technology procurement staff, regarding pay levels and job duties but that
overall, he felt that the staff had received the changes better than he expected, and they were
working on getting the remaining problems resolved. Mr. Hunter said that as purchasing
administrator, he signs contracts on behalf of the Director and that he signed the final
recommendation awarding the Hedgehog contract. In regard to managing the Hedgehog
contract, he said that Terry Tyler was the contract manager and that Steve was not involved
in monitoring Hedgehog’s performance.

In response to questions about Hedgehog’s staff, Steve recalled that they had two or
three staff that were on-site often during the early months of the contract, but that they
“didn’t see much in the way of results.” He said that as far as he knew, Hedgehog has
provided the staff support promised in the contract. He said that none of his staff have ever
said in his presence that Hedgehog is being paid for services that ate not petformed, that he
was not aware of any recommendations made by Steve Morbitzer regarding the renewal of
the Hedgehog contract, and that he himself has not made any recommendations to Terry
Tyler about the contract.

Steve also provided copies of documents related to the Hedgehog contract and a
copy of the “Notice of Stop Work Order” dated November 19, 2010, sent to Steve
Knollman at Hedgehog, Inc. that contains an order to cease all contract activity and to
provide the State with all work documents and project statuses.

SUMMARY OF FINDINGS

1. In regard to the contract amendment to send data to India, I did not find that
there was a violation of the Governor’s executive order. It is my understanding
that no data transfers have occurred since the executive order was issued.

2. Although not mentioned in the anonymous communication, it appears that Terry
Tyler impropetly approved invoices for payment that resulted in overpayments in
the “Food” category. The G.S.D. business office determined that payments to
Hedgehog under the Food category exceeded the contract cap for that category
in the amount of $26,868.47. Also, it appears that Terry improperly approved an
invoice in the amount of $12,681.00 in which the underlying procutement was
described as Macaroni and Noodle products identified under the “Other”
category instead of the Food category. There are also several outstanding

invoices that should be scrutinized.




3. I did not find evidence of improper conduct in regard to the allegation that
“Terry Tylet has required staff to edit ... Savings Report Form documents that
showed that Hedgehog was not meeting their contractual duties” or require staff
to sign reports in order to allow Hedgehog to receive payment.

4. Tetry Tyler had a practice of approving payments to Hedgehog without taking
into account staff comments about Hedgehog’s performance. Because of what
he viewed as resistance to change, Terry sometimes distegarded the comments of
state procurement staff about Hedgehog’s involvement in procurements before

approving payments to Hedgehog.

5. In general, the procurement staff are not aware of how decisions ate made
regarding Hedgehog’s compensation and are critical of Hedgehog’s performance,
especially in procutements involving Requests for Proposal and negotiations.

1. ISSUE REGARDING OFF-SHORE OUTSOURCING

The Hedgehog contract has been amended four times, according to the summary of
amendments page. Amendment #1 was the cancellation of the first contract with Misher
Group as mentioned above. Amendment #2 was the fitst contract renewal, in March, 2009,
that extended the contract through June 30, 2010. Amendment #4 was the most recent
contract renewal (March 30, 2010) that extended the contract through June 30, 2011.

Amendment #3 was approved August 27, 2009 to allow Hedgehog to send data to
its facility in Indore, India. Accotding to records in the Office of Procurement Services, an
email was sent on August 21, 2009 from Steve Knollman, Hedgehog Inc., to Mark
Hutchison (now retired), who at the time was the Contracts Manager under Steve Huntet, in
which permission was sought to allow certain data to be analyzed at its office in Indore,
India (Attachment 3). Hutchison forwarded the request to Ross Leider, who discussed the
request with his supervisor Jim Hunley and then recommended approval to Steve Hunter. In
an email dated August 27, 2009, Leider stated, ... We feel the information does not appear
to be sensitive or confidential. We recommend approval of this request...” Hunter approved

the amendment.

Terty Tyler stated that he was not involved at all in reviewing ot approving the
amendment. However, he recalled that during the early stages of the contract, there was a
strong risk that Hedgehog would not continue its engagement because of the significant cost
in getting the project up and running. He said that the amendment was necessary to take
advantage of an appreciable reduction in labor costs in reviewing and analyzing data used in
setting up reverse auctions and establishing parameters for all of the various commodities.

During my interview with Steve Hunter, he stated, with respect to the Governor’s
Executive Order 2010-09S (Banning the Expenditure of Public Funds for Offshore Services)
eff. August 6, 2010, that the Executive Order was not retroactive and thus would not apply
to the amendment. Also, it appears that the transfer of data preceded the Executive Order
and has not occurred since, according to procurement manager Marty Staats, who had been
tasked with notifying contractors that priot to contract renewal, language to prohibit off-




shoring services would be placed in the contracts. Marty states that he received verbal
assurance from Hedgehog employee Roger Pickett that the practice had ceased.

2. ISSUE REGARDING OVERPAYMENTS

David Chovan and Tom Michael explained that the audit by the business office
reconciled the payments made through OAKS and billed by Hedgehog through invoices that
were approved by Terry Tyler against the maximum compensation permitted under each of
the categories set forth in the contract. They also organized the invoices and attempted to
locate support documentation provided by Hedgehog and the Office of Procurement
Services staff to determine whether sufficient documentation existed. A summary sheet and
spreadsheet was prepared to summarize their findings (Attachment 4). It shows that the total
payments to Hedgehog as of November 15, 2010 equaled $1,416,713.54

Their summary shows that in the Food category, the maximum compensation for
that category permitted under the contract is $330,000.00. Tetry Tyler approved ten invoices
in this category from Hedgehog in amounts ranging from $1,932.56 to $82,003.54, and
Hedgehog was paid a total of $356,868.47, ($26,368.47 mote than it should have been paid).
In addidion, Terry approved invoice no.446 (DMHO005 Macaroni and Noodle products) and
Hedgehog was paid $12,681.00 for an invoice that was inappropriately placed in the “Othet”
categoty instead of the “Food” category’.

On January 6, T asked Terry Tyler to explain the overpayments. He expressed
surprise and stated that this appears to have been an oversight. Rather than independently
keeping track of the maximum compensation limits in the contract, Tyler relied on
Hedgehog to bill appropriately. He stated that it appeared to be an oversight on his part and
that in retrospect, “we could have done better with recordkeeping.” He stated that he recalls
seeing on at least one invoice that Hedgehog indicated what the cap was for that particular
category. He also said that at one point, Hedgehog agteed to continue to run food
engagements at no cost to the State because it had reached the cap.

However, the statement that Hedgehog would no longer charge for food
engagements is not supported by documents discovered after Tyler’s interview. On January
14, 2011, in reviewing the Hedgehog documents that are contained in one of the USB Flash
drives provided by Hedgehog, I noticed that there are three invoices (Nos. 516, 531 and 532)
one dated November 1, 2010 and two dated January 5, 2011, for fees related to Food Buys
that are also placed by Hedgehog in the “Other” category that have not been paid. Two
other invoices (Nos. 520 for $28,172.00 in the Clothing category and 522 for $178,476.00 in
the Other category) have also not been paid. Tyler mentioned that he was holding the latter
two and one additional invoice and that he had not approved them for payment as of the
date of my intetrview on January 6, 2011.

Three othet invoices that were previously paid (Nos. 412, 426 and 427) contain
language pertaining to “successive quarterly true-ups,” involving contracts on which the

3 Tt should be noted that neither the cost summary page in the contract nor the October 1, 2008 addendum
specifically mentions an “Other” category. The addendum refers to “additional” categoties, and there is no
compensation cap mentioned for additional categories.




savings was estimated for the initial period and actual savings was to be determined. It 1s
unknown whether future invoices on these contracts should be expected.

3. EDITING SAVINGS REPORTS

One of the concerns raised in the anonymous email communication is, “we have also
been told that Terty Tyler has requited staff to edit these Savings
Report form documents that showed that Hedgehog was not meeting their contractual
duties. Those individuals were asked to then sign off on documents that would allow

Hedgehog to receive payment...”

When questioned about the savings report forms, Terry Tyler stated that he came up
with the idea for the forms as a way to capture information about procurement savings (with
or without Hedgehog involvement) that was not being reported. He said that their purpose
was, “to keep score and recognize good work. I’d also report savings to the Governor’s
office, and we needed to have the detail.” Tyler could not recall when he began requiring
staff to fill out the reports. He also stated that there were no written procedures for the
reports but that he discussed them at several meetings. He relied on his secretary, Jencie
McCloud to make sure that the reports wete complete when they were turned in.

From the information on the tepotts, Jencie prepares a spreadsheet report titled,
“Procurement Reform Savings 7/1/08-Present”. The document is designed to show the
dollar savings, when savings are identified, in the procurements handled by the Office of
Procurement Services (Attachment 5). The procurements in which Hedgehog is involved are
also identified, along with the agency and the type of procurement.

Thus, the primary purpose of the savings report form was to back up the
information about cost savings that were being achieved by the Office of Procurement
Services, not to report on Hedgehog’s petformance under the contract. In approving the
payments to Hedgehog, Terry looked at the savings report form primarily to confirm the
amount of savings teported by Hedgehog on invoices and other Hedgehog documents that
were sometimes submitted with the invoices.

Terry did not specifically recall asking anyone to change something that appeared on
a savings report. He strongly denied ever asking someone to change a savings report in order
to exaggerate savings or to justify a payment to Hedgehog. He said he may have asked
someone to provide the facts and take out the “editorial stuff” but also said that he would
never ask someone to put something down that wasn’t true.

I asked Jencie McCloud to provide copies of all of the savings reports that she had
received since the practice began. She also could not correctly recall when the practice began
(she thought it was about March, 2009). The earliest date on any of the reports 1s March 18,
2010. Out of over eighty reports provided, there are twenty-one that indicate Hedgehog
involvement in a procurement (However, it has come to my attention that at least one report
— the one mentioned below from analyst Rob Rounds - cannot be located). With respect to
Hedgehog involvement, several forms had words such as “nominal” ot “limited” instead of
Y’ or ‘N’ to indicate the extent of involvement. Jencie stated that neither she nor Terry, to
her knowledge, had ever asked anyone to put something on a report that wasn’t true. She




said that she recalled returning forms to supetvisors, usually for additional information,
when they were not filled in correctly.

I asked the procurement managers and analysts if they knew how compensation to
Hedgehog works. Most replied that they understood that it was based on some percentage
of savings and that Hedgehog would be paid if they patticipated in achieving the savings.
However, they said that they were unfamiliar with the details of how the payment decisions
were made. I also asked the procurement managers and analysts whether they had been
asked to change something on a savings report or whether they had asked anyone to change
something. Some of the staff recalled making changes to the reports, but the changes were
attributed to the need for more factual or detailed information, the need to correct minor
errors, and in some cases, to remove “editorial comment.”

Terry Tyler explained that in making the decision to pay Hedgehog, he did not weigh
the extent of Hedgehog’s involvement in the procurements. He explained that his
understanding of the contract was that if a cost savings was achieved, and if Hedgehog was
involved in the procurement, then payment of some amount was due. Therefore, he did not
pay much attention to editorial comment about “nominal” or “limited” involvement by
Hedgehog. He said, “Rightly or wrongly, I looked at most of that as push-back. The contract
doesn’t addtess the degree of involvement. When the Hedgehog documentation shows that
they provided work, it would be difficult to prove in court that they shouldn’t be paid.” It
was his view that under the contract, if Hedgehog was involved in achieving cost savings and
if its estimate of the cost savings agreed with the state procurement analyst’s estimate, then it
was entitled to compensation. When asked if he had ever asked the legal staff for direction
or help in regard to the contract, Terry said that he did not.

I asked Terry whether he had received an invoice pertaining to savings report form
dated 5/13/10 authored by analyst Val Piccininni and manager Cuttis Brooks involving the
“OA 1065, ODJFS Child Care Time and Attendance Project.”” They had described
Hedgehog’s involvement on the savings form as “minimal” and desctibed in further detail
why Hedgehog’s involvement had been of little value in achieving the cost savings that were
realized. In this case, the word “None” was written next to “Hedgehog compensation” and
Terry’s signature appears on the form. Terty responded that he had no record of an mvoice
from Hedgehog and stated that this may have been one of the projects on which Hedgehog
(Le., Roger Pickett) didn’t think they contributed anything to achieve the savings.

The anonymous communication lists several examples of situations in which staff
were supposedly asked to submit misleading reports about Hedgehog’s involvement i
transactions, and I interviewed the named staff:

1. During my interview with Dana King, she stated that she had been involved in
negotiating the DNA testing contract for the State. [From email correspondence
that Dana provided, it was approximately May, 2009]. She explained that the
Ohio Attorney General’s office and ODJFS both required DNA testing services
and that there was a fundamental disagreement between the agencies (and
herself) and Contracts Manager Mark Hutchison about the idea of consolidating
contracts and having a single provider handle all testing for the State. She said
that Hedgehog suggested having paternity DNA testing and forensic DNA
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testing on one contract in order to achieve a cost savings and to conduct
negotiations over the phone with more than one vendor. She said that Hedgehog
had also performed research on the utilization of testing among the agencies. In
her opinion, Hedgehog’s data was incorrect, and she refused to sign a summaty
sheet that Hedgehog prepared. She said that she prepared a document with her
own projections and presented it to Mark Hutchison. She was not asked to
change anything on the document. She said that in her opinion, Hedgehog

should not have received any compensation.

A savings report form concerning the DNA testing contract is not available
because the practice of filling out the cost savings forms did not begin until the
following year. Terry Tyler stated that consolidation of the DNA testing
contracts saved the State approximately $400,000.00. He said that he would not
have been influenced by the analyst’s comments about Hedgehog. He said,
“We’ve had some problems with Dana overestimating her work,” and that he
had to have Mark Hutchison step into the pre-negotiation evaluation committee
process because Dana had lost control of the committee on the issue of

consolidating the contracts.

Hedgehog’s strategic sourcing consulting services fee in the amount of
$57,850.50 for the DNA Testing Negotiations was presented on invoice no. 357
dated 07/09/2009. The fee is based on the Other Category alternative method of
1.5% of total spend ($3,856,700.00). Terry Tyler approved the invoice for
payment on July 10, 2009. He stated that he would not have approved the
invoice without sufficient explanation from Hedgehog. The documentation
contained on the USB flash drive provided by Hedgehog in response to the stop
work order shows work documents and emails produced by Hedgehog
employees that are related to this contract.

Based on this information, I do not find that Dana King was asked to submit
misleading documents or reports in order for Hedgehog to receive payment.
Terry Tyler did not begin the practice of having the analysts prepare savings
reports until about March, 2010. Whether justified or not, Dana’s opinion that
Hedgehog should not have been compensated for its involvement in the DNA
contract negotiations was neithet required, nor would it have influenced Terry
Tyler’s decision to pay Hedgehog according to the contract.

In regard to the “ CSCP state contract Oa1043” (Child Support Payment Central
contract), the anonymous communication states, “Allegedly Curtis Brooks and
Bruce Reichenbach were told by Terry Tyler that they must remove their
narrative statements from the Savings Report Form that explicitly denied
Hedgehog provided any benefit to the State.” Duting my interviews with Curtis
Brooks and Bruce Reichenbach, I asked them about the Child Support Payment
Central Services RFP and Contract mentioned in the anonymous
communication. Bruce said that he was the “procurement lead” on the contract
and that he was involved with another analyst from the Office of Information
Technology in developing the RFP. He said, “It’s a highly visible procurement

. and we worked with the agency on procurement documents, facilitated the
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evaluation team, Q&A’s, clarifications and put together a negotiation plan... We
were told by Tom Hart (the IT procutement acquisitions manager until
November 20, 2010 when he was laid off) that Hedgehog would have to be
involved. By then we had already natrowed it down to a top-ranked vendor. We
formed a negotation team and invited Roger Pickett (Hedgehog’s employee) to
attend meetings. He attended but didn’t contribute much. The JFS [Jobs and
Family Services] Deputy Director, Curtis, Chris Kinworthy and I were more
actively involved.” Bruce stated that he completed a savings report which
included an estimate of the potential savings of the contract. He said that on his
otiginal draft, he indicated that Hedgehog was involved but that it did not
provide much benefit or knowledge in helping them negotiate the contract.

During my interview with Curtis Brooks, he recalled that Roger Pickett
attended negotiation sessions but did more observing and did not participate in
much discussion with the vendor. Curtis said that he and Bruce and Curtis’
supervisor, Tom Hart, went “round and round” about the best way to pottray
savings because it was a transaction-based contract and required estimating the
amount of the savings. He said that he probably asked Bruce to revise the
original dtaft of the report to make it more accurate.

I found two savings report forms dated March 18 and March 19. Both
reports contain the same numbers for the annual contract amount ($17-18.5 M
per yeat) and for the estimated first year savings ($637,875.00). The March 19
report contains an expanded estimate of savings through FY 19, with an
estimated grand total savings of $8,740,875.00. Both reports indicate Y’ in the
section regarding Hedgehog’s involvement. Neither of the reports contains any
commentary, either positive or negative, about the extent of Hedgehog’s
involvement. At my request, Bruce located his original draft of the March 18
report (Attachment 6).

[ interviewed D.AS. legal counsel Christine Kinworthy by phone on
November 29, 2010. I did not ask specifically about the CSPC negotiations, but
she recalled attending one meeting where the Hedgehog representative had no
ideas but “captured the strategies of others.” She said that she couldn’t accuse
them of making money they shouldn’t but that she wasn’t sure they were adding
anything.

The Hedgehog invoice (#412), dated January 29, 2010, states, “HH fee at
50% Savings not to exceed 1.5% Initial Term Spend for Other Category :
($12MM x 1.5% = $184,500.00) ...50% of Strategic Sourcing Fee in Advance
($184,500x50%) 92,250.00 Balance to be INV with successive quarterly true-up
of initial term 6/30/2011 or until Total Strategic Soutcing Fee 1s met.” Terry
Tylet approved the fee of $92,250.00 for payment on February 2, 2010, over a
month before the savings report forms were prepared (Attachment 7).

[ asked Terty Tyler if he relied solely on the documentation provided by
Hedgehog befotre approving payment. He stated that he met with Curtis Brooks
and Bruce Reichenbach before approving the payment, but he did not recall
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asking Tom Hart or Curtis Brooks to review Hedgehog’s documentation to
support the invoice. (Bruce and Curtis deny that they met with Tetty Tyler. They
both recall meeting with Tom Hart). He also said, in response to comments that
Hedgehog did not add much help or benefit, that “... we get into the subjective
piece. I can’t say how much value Roger [Pickett] added as opposed to how
much the analyst added. The contract doesn’t say how you measure that.” Terry
said that since he approved payment in February, 2010, he was under the
impression that Hedgehog had been paid in full. However, after reviewing the
invoice duting our interview, he said that he did not know how much was stll
owed to Hedgehog. “It appeats that the outstanding “true-up” would be no
greater than $92,250.00. However, I’ve not seen any additional invoices, even
though the invoice refers to quarterly true-ups beginning June, 2010.”

Based on this information, I do not find that Bruce Reichenbach or Curtis
Brooks were asked to remove statements concerning Hedgehog’s mvolvement
from the savings reports. Neither of them recalled being asked to remove
statements regarding Hedgehog’s involvement, and the copy that Bruce retained
does not include such statements. Also, the fact that Terry Tyler approved
Hedgehog’s payment before receiving the savings reports shows that any
comments about Hedgehog’s participation would not have influenced the
payment decision. On the other hand, the fact that the invoice was approved
without first seeing the savings report calls Terry’s judgment into question.

The anonymous complaint states that retired manager Steve Morbitzer was told
by Terty Tyler that he had to sign off on the renewal of the Hedgehog contract
for FY 11 against Motbitzer’s recommendations and that the contract was
tenewed despite Hedgehog not agreeing to a reduction in its compensation of
15%, as other vendors were asked to do.

I interviewed Steve Morbitzer over the phone on December 1, 2010. When
asked about the renewal of the Hedgehog contract, he did not hesitate to say that
he was against renewing the contract because, as he had expressed to Steve
Hunter and Mark Hutchison, he thought for a long time that Hedgehog was not
of any value. However, he was not ordered to approve the renewal. As shown on
the Pre-Survey Worksheet, the analyst who was assigned to handle the Hedgehog
contract was Terri Villavicencio, and she recommended that “agency bring
services in-house.” Morbitzer reviewed the recommendation and directed her to
renew the contract for 1 year and seek a 15% reduction in the cost.

Terri Villavicencio told me in her interview that she emailed Roger Pickett on
March 11, 2010 and asked for a discount in the payment terms prior to renewing
the contract. She states that on March 18, she learned that Roger Pickett and
Steve Knollman had met with Terty Tyler and told her that Hedgehog would not
be able to provide any further discount. She then sent an email to Tetry Tyler to
confirm her understanding that the contract was to be renewed without a
discount. Terty replied simply with “thanks.” She stated that she made the
recommendation to bring the work in-house because she thought they could do
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a better job, but she did not know at the time of Hedgehog’s involvement with
the reverse auctions.

Asked about the contract renewal, Terty Tyler said that the decision to renew
was made after his discussion with Jeff Westhoven and was based on
engagements that were still in process at the time, the expected savings from
continuing the relationship and the expetience they had to date. He was aware
that Terti Villavicencio was assigned to handle the renewal, but he did not recall
knowing that she had recommended not renewing the contract. He said that he
attributed Tetri’s recommendation to the resistance that he was encountering and
stated that Terti did not have much expetience with R.F. P.’s at that time. Terry
said that he did not have any discussions with Steve Morbitzer about the
Hedgehog contract.

Asked about the reason that a reduction in contract pricing was not
negotiated, Tyler said that Hedgehog had made a big investment in the eatly
months of the contract without receiving any compensation and that if the State
insisted on a reduction, it probably would have caused Hedgehog to leave. Tyler
said that as the result of the Governor’s executive order (2009-07S), all of the
suppliers were supposed to be asked for a reduction, and Morbitzet’s direction
was consistent with that practice. He said that the State experienced agreement
from the suppliers to reduce their prices about 25% of the time.

Based on this information, it appears that while Steve Morbitzer may have
disagreed with renewing the Hedgehog contract, he approved the renewal after
directing Terti Villavicencio to seek a discount. He was not otrdered by Terry
Tylet to approve the renewal.

The anonymous communication also refers to an example of a savings report form
written by Andrew Miller that is in conflict with Hedgehog’s version of events. It states, “...
allegedly no process was undertaken to determine whose version of the events were factual.”
During my intetview with Miller on December 17, 2010, he stated that Hedgehog should not
have been paid for involvement in the ODPS Processing Solution contract (OA1052)
because they provided no services toward producing any savings. His Savings Report dated
August 26, 2010, indicates “Limited” involvement by Hedgehog and describes his work in
achieving a cost savings. It adds “Hedgehog provided a copy of the “RIP Contract
Negotiation Strategy” document which contains no new strategy option beyond what we
routinely do alteady and they reviewed the cost summaries of bidders but offered no new
insight. Hedgehog attended several of the meetings including the negotiation meeting
primarily as an observer, but did not actively participate. Hedgehog did not participate in the
development of the implemented negotiation strategy, nor did they provide any substantial
input into the actual negotiations.”

During my interview with Tom Hartt, former [T manager, he recalled talking with
Andrew Miller about his desctiption of Hedgehog’s involvement on the savings report forms
because “Andrew was rather blunt.” He said that Miller agreed to use the term “Limited” to
describe Hedgehog’s involvement as a matter of professional courtesy.
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Hedgehog invoice no. 488, dated September, 1, 2010, in the amount of $13, 394.00
was approved by Terry Tyler on September 2, 2010. In regard to Andrew Miller’s description
of Hedgehog’s involvement in the Savings Report, Tyler said that. “I expect it out of
Andrew.” He explained that he did not view Miller as having “a lot of credibility” because he
was one of the staff who resisted necessary changes. He did not recall talking to Curtis
Brooks to clarify what was meant in the report. He said that his decision to approve the
invoice would have been based on his knowledge of Hedgehog’s involvement in the
procurement and whether the analyst’s numbets matched Hedgehog’s numbers. Hedgehog’s
Project Summary Report, dated August 31, 2010, states that the fee is based on 1.5% of the
baseline cost of $892,924, the “cost that the state would have expected to pay had it not
applied HedgeHog’s RFP Contract Negotiation Strategy.”

As the above examples show, Terry Tyler approved Hedgehog’s invoices for
payment without determining a causal connection between Hedgehog’s involvement and
contract cost savings. In other words, his understanding of the contract was that whether or
not the procurement analysts were more responsible for any savings realized, if Hedgehog
was involved in the procurement, and if they could show involvement, then they were
entitled to the compensation in the contract.

Not mentioned in the anonymous communication was a payment to Hedgehog that
may require further review. In regard to Contract No. DPS 025, contract analyst Rob
Rounds told me that Hedgehog received compensation notwithstanding Rounds’ report that
indicated that Hedgehog did not have any involvement. This particular contract involves
shipping license plates from Lebanon Correctional Institution to the Bureau of Motor
Vehicles offices throughout the state. Rounds related that, “Not knowing how or why
Hedgehog gets compensated, I don’t know why they got paid. Gail Harper (Department of
Public Safety) and T did all the work, in my opinion.” Rounds stated that his original savings
teport form was misplaced and he was asked to create another copy.

The invoice (No. 434) from Hedgehog is dated April 19, 2010 in the amount of
$3,196.00. Terry Tyler approved and signed it on Aprl 19, 2010. The description on the
invoice states, in part, “Strategic Sourcing Consulting Services Fee for Cost per DPS025
Transportation of Goods ...Other Category Cap Fee Basis: ($213,040 X 1.5%=3196.00).
(Attachment 8). The support documentation on the USB flash drive provided by Hedgehog
shows that Hedgehog was initially involved in the procurement, but that at some point a
decision was made that an Invitation to Bid (rather than Reverse Auction or RFP) would be
more approptiate. It is not clear that Hedgehog’s involvement resulted in the cost savings
achieved. When asked to explain his approval of the invoice, Terry Tyler stated that he could
not explain his approval. “T don’t know where the disconnect was...In retrospect, I should
have had the savings report before I approved it.”

4. OTHER ISSUES REGARDING CONTRACT MANAGEMENT

Delegating duties and recordkeeping

Terry Tyler told me that he was the contract manager of the Hedgehog contract and
that he did not delegate any responsibilities in administering the contract. He said, “It’s not
because I didn’t want to. I had no one who understood strategic sourcing, and some
managers were already over-assigned.” He said that in the eatly months of the contract,
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Mark Hutchison handled much of the work pertaining to procurements that did not involve
information technology (the effective date of Mark’s retitement was January 1, 2010).
However, Terry said that a lack of good staff caused him to retain contract management
responsibilities instead of having lower level staff handle them. Anne VanScoy confirmed, as
did other procurement managers, that, for various reasons, there has been much turnover
among the Procurement Manager positions. The resulting vacancies have caused the
temaining managets to be spread thin.

When the GSD business office conducted its internal audit, the lack of a system of
accounting for the payments to Hedgehog against the contract requirements and maintaining
recotds to substantiate the payments became apparent. Terry could not recall asking for any
specific guidance from the business office to set up a method of approving payments to
Hedgehog. GSD Business Manager David Chovan said that in hindsight, his office should
have been more involved in giving direction to Terry concerning the approval of invoices.
Tom Michael stated that in reviewing the invoices and payment process, a weakness in the
system was identified, partly due to the novelty of the Office of Procurement Services being
the “customer” of consulting services. He explained that without further direction, the
Accounts Payable section would not have known to check the compensation provisions of
the strategic consulting contract to determine if there was any problem with paying an
invoice that had been approved by Terry Tyler.

In response to findings by the business office that documentation was lacking, in
some cases, to verify amounts and explain his approval of invoices, Terry said that “one of
my biggest problems has been having people that I can tely on to keep the records straight.”
He said that he would get a weekly project log prepared by Hedgehog in otder to keep him
informed of what projects they were involved. He said that when he received an invoice, “I
always looked for the invoice, the Hedgehog documentation of how they made their
calculation and what work was petformed. I would also look at the savings repott from the
analyst...In approving invoices, [ would review the documentation and send the invoice to
Tammy Matcum for payment. I kept the invoices and documentation together. My assistant
prepared a spreadsheet showing total savings and the payments to Hedgehog.” As noted in
the examples above, I asked Terry whether he ever reviewed the invoice with a procurement
manager in cases where an analyst’s report might call into question a payment to Hedgehog.
He did not recall doing so.

During my interview with Jencie McCloud, Terry’s secretary, het account of how the
invoices were processed was somewhat different than that described by Terry: “When I
walked invoices around for payment, the savings forms and other documentation wete not
attached to them. I do not know whether Terry separately reviewed the forms and
documentation before approving the invoices for payment.”

I spoke with procurement support manager Tammy Marcum by phone on January
26, 2011. She said that she had been involved in processing the Hedgehog invoices for
payment since the inception of the contract until about six months ago. She said that in
processing payments, she looked only for Terry’s approval and a description of services that
was contained on the invoice. She did not know about the terms of the Hedgehog contract
or about the maximum limits or “caps” on the various categories of procurements to which
the Hedgehog contract referred.
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Hedgehog’s role and value

When asked what benefits to the State is provided by Hedgehog, most of the
managers and analysts distinguished between procurements (such as Food contracts)
involving reverse auctions, where they could see that Hedgehog’s involvement cleatly
achieved cost savings, and RFP-related procurements involving contract negotiations. In
regard to Hedgehog’s involvement in contract negotiations, the staff were generally crifical,
especially of Hedgehog staff member Roger Pickett, and said that Hedgehog did not provide
value in the way of new ideas or techniques. On the other hand, several of the staff had good
things to say about an intensive training on contract negotiations that had been given earlier
in year by a different company (Benedict Negotiations). Terry Tyler responded, when asked
about this consensus opinion about Hedgehog’s value, that he took some of the staff’s
comments seriously and that he had told Roger Pickett that “they need to find ways to
demonstrate their value.” He said that Roget’s role was to direct the strategic soutcing aspect
with procutements, not to be a subject expett.

Terry said that he had been asked many times how long Hedgehog would continue
to be on contract with the Office of Procurement Services. He said that he always prefaced
his answer by pointing out that Hedgehog is involved in roughly ten percent of all of the
projects handled by the office in which savings is achieved. But he said that “if they’re still
saving us money, they’ll be around.”

CONCLUSION

At the time that this investigation was assigned, it was to determine whether any
disciplinary action might be warranted against Terry Tyler. Due to his termination, there is
no longer a need for disciplinary action, but other decisions about the relationship with
Hedgehog, Inc. will need to be made that are beyond the scope of this investigation.

The gist of the anonymous communication is that Hedgehog is being paid for some
services that are not performed, or if performed, are not of sufficient quality to warrant
payment under the contract. There are a number of possible explanations for this
perception. It may be due, in part, to the nature of the engagement (i.e., if Hedgehog
becomes involved in a procurement and applies “strategic sourcing” strategies or techniques
that result in cost savings, are they or are they not entitled to compensation?). As discussed
above, most of the staff that I interviewed felt that Hedgehog’s participation in engagements
was much stronger when the reverse auction platform was used than when the particular
procurement called for an RFP and subsequent negotiations. The perception that Hedgehog
is wrongly ot unfaitly paid may also be due to the sometimes competitive interests between
procurement analysts and the consultant (who should really get credit for cost savings?) and
also due to procurement managers and staff having very limited involvement in decisions
regarding the management of the Hedgehog contract.

ctfully submitted,

John F. Kinkela, Labor Counsel
Office of Collective Bargaining
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ATTACHMENTS

1. Cost Summary — October 3, 2008

2. Contract Addendum — October 1, 2008

3. Hedgehog request for approval to send data to India — August 21, 2009
4. G.S.D. Business Office Summaty of Review of Invoices

5. Procutement Reform Savings Summaty — Revised December 15,2010

6. Savings Report Form re: Child Support Payment Central — Bruce
Reichenbach — March 18, 2010

7. Hedgehog Invoice No. 412 — consulting services fee for CSPC contract

8. Hedgehog Tnvoice No. 434 — consulting services fee for DPS025
Transportation of Goods




UNSFSC Number: 80101800
NIGP No: 818-87
Amounts ars in US Dollars

OAKS Htam Number: 14528

Index No. DAS068K
Rev. 10/03/08

Page 2

DESCRIPTION

COsT

Spend Categories

Estimated Expenditures

Estimated Savings

(Fixed Dollar Amount)
Your Compensation

Sub-Total Wave |l

Estimated Expenditures

Estimated Savings

Wave |
Category 1: IT Software $58.2 million $5.82 Million $.76 Miillion
Category 2: Telecom Services $ 43.02 million $4.30 Million $.56 Millien
Category 3: Temporary Labor $ 34.18 million $2.05 Million $.27 Million
Category 4: 1T Hardware $ 30.06 miltion $4.51 Million $.59 Million
Category 5: Office Equipment $19.70 million $2.96 Miltion $.38 Million
Category 6: Cleaning Supplies $ 10.20 miltion $.51 Million $.07 Million
Category 7. Cafeteria Supplies & Services $10.00 miltion $1.0 Million $.12 Million
Category 8: Office Supplies $ 9.28 million $1.39 Million $.18 Million
Category 9: Furniture $ 5.52 million $.55 Million $.07 Million
_ (Fixed Dollar Amount)
Estimated Expenditures | Estimated Savings Your Compensation

Sub-Total Wave | $220.0 million $23.09 Million $3.0 Million
Wave |l '
Cétegory {: Pharmaceuticals $77.53 million $11.63 Million $1.52 Million
Category 2: IT Services $ 37.89 million $3.7 Million $.48 Million
Category 3: Floet $ 34.58 million $2.77 Million $.36 Million
Category 4: Natural Gas 5 32.64 million $.35 Million $.05 Million
Category 5: Food $ 25.55 million $2.56 Million $.33 Million
Category 6: Logistics $ 5.18 million $.62 Million $.08 Million
Category 7: Clothing $ 4.16 million '$.62 Million $.08 Million
Category 8: Security Services & Equipment $ 3.79 million $.30 Million $.04 Million
Category 9: Waste Removal $ 1.96 million $.10 Million $.01 Million

(Fixed Dollar Amount)

Your Compensation

$223.3 miliion

$22.65 Million

$2.95 Million

Total Amounts (Wave | + Wave [I)

$443.3 million

$45.74 Million

$5.95 Million

-




EXHIBIT
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13295 lllinois Street, Suite 325
Carmel, IN 46032
800-208-2335
www.hadaehoq.com

a-Pracgdrameant Foldesian

October 1, 2008

Department of Administrative Services
Office of Procurement Services/Bid Desk
4200 Surface Road

Columbus, OH 43228-1395

RE: Addendum to Cost Summary Proposal for CSP900609 (Rev.5/12/2008)

Dear Department of Administrative Services:

HedgeHog Inc submits the following Insert to RFP CSP900609 (Rev.5/12/2008)
Insert'on page 16 of RFP at the end of section 3 entitled “Wave III”

Notwithstanding the foregoing, Contractor and the State agree that the Categories to be
addressed by Contractor pursuant to this RFP only include the spend “Categories™ listed
on ‘“‘Attachment Eleven — Cost Summary” as further affirmatively identified as
“Addressable” in that certain Excel spreadsheet entitled “cas2007SORT _1.x1s” (which
the parties agree is part of the Contract) (collectively, the “Contracted Categories”). To
the extent the State desires to add additional spend Categories to the RFP (the
“Additional Categories”), the State and Contractor shall agree upon the scope of such
additional spend Category, if necessary, and the State shall pay Contractor the lesser of
(1) 1.5% of the total spend for such Additional Categories, or (i) 50% of the savings
achieved in that Category; as its Fee.

Sincerely,

i E ﬁéj

Jemin Patel
CEO

HedgeHog Online Procurement System
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August 21, 2009

Department of Administrative Services
Office of Procurement Services/Bid Desk
4200 Surface Road

Columbus, OH 43228-1385

RE: RFP CSP300609 Strategic Sourcing Consultant

Dear Department of Administrative Services:

HedgeHog Inc, as the Strategic Sourcing Consultant Contractor for the Office of Procurement
Services, requests permission to have certain data reviewed and analyzed by its back office support

team based in Indore, INDIA.
The following types of documents may be requested:

Documents that may be requested:
o |[TBs
» RFls, RFPs. RFQs
= QS and QSRAs
= OAKS spend reports

Any and all document required by HedgeHog to support the State's strategic sourcing initiatives under
the terms and conditions of our contract with the State.

Activities include the analysis of historical spend by entity, supplier, commodity, contract, etc. The
development of sourcing strategy based upon the data provided.

The review and consolidation of specifications contained in the above documents to further the
analysis and development of sourcing strategy.

The review of bids to confirm the sourcing strategy applied and the reporting of results.

Tracking of on-going projects in which HedgeHog provided sourcing strategy and/or managad the bid

event.

HedgeHog Inc, does not believe any of these documents would contain sensitive information that is
not already accessible to the public and is necessary o prov1da proper analysis to er‘acuveiy carry

P S R P T o oy
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easily be managed such as pdf, word documents access data files and excel spreadsheet files in
order to effectively aggregate and sort information as necessary.
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o | sl HedgeHog, Inc.

c-Preoecursmaent Safubions 13285 I%IinoisSﬁ’eet,SuﬁeSZS
Carmel, [N 46032

800-208-2335

wyway hadoshoo.com

All data will be handled in a secured manner by HedgeHog staff. This data will not be shared between
any personnel that are not either a HedgeHog staff member or a State of Ohio DAS OPS staff

member.

All HedgeHog Employees are required to sign a Confidentiality Agreement prior to their Job
Assignment to ensure that Company and Client Data remain Secure and Confidential.

All data is exchanged either through a secure user and password protected email system or secure
FTP site.

HedgeHog Inc, seeks the Department of Administrative Services approval to utilize its back office
support team to support and complete the contracted services.

Sincerely,

Steve Knolliman
-~

e “ T

General Manager

HedgeHog Online Procurement System
(T) 800-208-2335

(P) 317-575-4115

(F) 801-740-0125

(M) 317-432-7557

(e) sknoliman@hedashog.com

N




Administrative Services EXHﬁBﬁ'

: Ganeral Services Division
Review of Hedge Hog Documentation g{,

invoice by Wavs/Category

Category Max  |Over/{under)
Wave/Category- Ref. Invoice | Description Sum of Invoice Amount Compensation  |Max
Other 357|DNA Testing $57,850.50
412|CSPC contract for JFS ‘ $92,250.00
434 |Transportation of goods $3,186.00
446|Car Rental $1,200.00
Corrugated Sheeting $6,912.00
=¥ IMacaroni & Noodle Products §12,681.00
ODJFS Call Center Oversight $27,880.00
Other Category Distr. & Trans Services . $3,579.00
Toilet Tissue $22,283.00
458 |Benefits Consulting Sarvices $14,580.00
457|Agri* Animal Feed $5,987.00
496]0h Modular Emergency Medical System '$1,054.00
Other Total $249,452.50
W2-5 Food 3485/22/09 and 5/27/09 Food Bids
‘ 5/29/09 One Time Bid Food $14,241.25
357|0ne Time Food Buy Savings ) $1,932.56
365!0ne Time Food Buy Savings $32,635.40
374{0One Time Food Buy Savings $82,003.54
382{0ne Time Food Buy Savings $50,442.31
384|0ne Time Food Buy Savings $70,864.02
397|0ne Time Food Buy Savings $77,380.92
Salad Dressing OTF $0.00
481|One Time Food Buy Savings $10,151.84
494|0One Time Food Buy Savings $7,498.52
508{0ne Time Food Buy Savings $9,218.11 X
W2-5 Food Total . i $356,868.471 6 330,000.00 S 26,868.47 :
W1-8 Office Supplies ) 358! Paper $2,507.15
375|Paper $29,497.00
426 Office Supplies Contract $64,000,00
340({Paper $19,550.00
W1-8 Office Supplies Total ! $115,554.15] $  180,000.00 S (64,445.85)
W1-6 Cleaning Supplies 398 Cleaning Supplies $10,615.50 ’
469 {Mop Yarn $3,547.50 . .
W1-6 Cleaning Supplies Total ‘ . $14,163.00f $ 70,000.00 $ (55,837.00)
W2-7 Clothing 401|General Purpose Clothing $38,197.42
No InvolClothing $0.00
W2-7 Clothing Total $38,197.42] 80,000.00 $ (41,802.58)
W1-7 Cafeteria Supplies and Services l 408|Plastic Bags and disposable food products $120,000.00
W1-7 Cafeteria Supplies and Services Total $120,000.00] § 120,000.00 $ -
W1-5 Office Equipment 1 4271Cost—per Copy W1C5 $67,250.00 C
W1-5 Office Equipment Total $67,250.00] $  380,000.00 $ (312,750.00)
W1-4 1T Hardware ) 457|BWC Dell Latitude Laptops
DOT Desktop and laptop computers $0.00
DRC/Tax 5tandard Desktops & Monitors $239,541.00
483|0DH WIC Server and Desktop Hardware $202,193.00
W1-4 IT Hardware Total ’ $441,834.00] $ 590,000.00 S {148,166.00} °
W2-2 IT Services .| 488]0DPS Remittance Processing Solutions $13,394.00
W2-2 iT 5arvices Total - $13,394.00} § 480,000.00 S (466,606.00)
] $1,416,713.54

Grand Total
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Tioton, IN 45072
01/740-0125

Bill To: Ship To:
State of Ohio DAS State of Ohio DAS
Office of Procurement, Gen Srv Div Office of Procurament, Gen Srv Div
4200 Surface Road 4200 Surface Road
Columbus, OH 43228 Columbus, OH 43228
Customer 1D | Purchasa Order Terms Ship Via F.0.B. Sales Person | Ship From Source
OHDAS CSPa008609 Due On Receipt ’ SK LOCH
U.0.M. tem Number item Status‘ Unit Price Discount Tax Extended Price
Line No. Shipped Qty Description/Note
1.000 FULLSRY Sale 92,250.00000 0.000 N 92,250.00

Strategic Sourcing Consuiting Fee
Strategic Sourcing Consuiting Services Fee for CSPC Contract for JFS:

Per Agreement, HedgeHog Strategic Sourcing Fees calculated in Advance for
Strategic Sourcing Consulting Services:

Total Savings for CSPC Contract
$637,875.00

HH Fee at 50% Savings not to exceed 1.5% I[nitial Term Spend
for Other Category: ($12MM x 1.5% = $184,500.00)

50% of Strategic Sourcing Fee in Advance: (3184,500 x 50%) $

92,250.00
Balance to be INV with successive quarterly true-ups of savings against spend

beginning 6/30/2010 and continuing until final true-up of initial term 6/30/2011 or
until Total Strategic Sourcing Fee is met.
This line has been shipped complete
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Bill To Ship To:
State of Ohio DAS State of Ohio DAS
Office of Procurement, Gen Srv Div Office of Procurement, Gen Srv Div
4200 Surface Road 4200 Surface Road
Columbus, OH 43228 Columbus, OH 43228
Clstomer1D | Plrchase Ordar i & - “TShpVia - .| F.O.B. & . i -] Gales Person | SHip From _|Source:”
OHDAS CSP900609 - SK LOC1
T e bet - " ltém Statd i i = Exiended Prica
Line No..-- Shipged Qty . AN S Lo el : A Th L R
1.000 FULLSRV Szle 3,186.00000 0.000 N 3,196.00
Strategic Sourcing Consulting Fee .
Strategic Sourcing Consulting Services Fee for Cost per DPS025 Transportation
of Goods Contract:
Per Agresment, HedgeHog Strategic Sourcing Fees calculated in Advance for
Strategic Sourcing Constlfting Services:
Total Savings for DPS025 Transportation of Goods Contract
$112,976.00
HH Fee at 50% Savings not to exceed Other Category Cap of 1.5% of Contract
Spend Value for DPS025 Transportation of Goods: ($112,976.00 x 50% =
$56,488)
Other Category Cap Fee Basis: ($213,040 x 1.5% = 3196.00)
$3,196.00
= This line has been shipped complefe
oF v .
A \ A \\ ©
Non Taxable Subtotal 3,196.00
Taxable Subtotal 0.00
Order Discount 0.00
Shipping/Handling 0.00
Sales Tax 0.00




State of Ohio
Oftice of
THOMAS P. CHARLES, Inspector General

December 10, 2010

Theresa Schaefer

Chief Legal Counsel ;

Ohio Department of Administrative Services
30 E. Broad St. Suite 3940

Columbus, Ohio 43215-3414

Subject: Reguest for Documents Pertaining to Request for Proposal/Contract Number
CSP900609 (“Strategic Sourcing Consultant”)

Dear Ms. Schaefer:

Pursuant to Ohio Revised Code sections 121.42 and 121.45, the Ohio Inspector General’s Office (the
*OIG”) hereby requests copies of any and all documents in the possession of the Ohio Department of
Administrative Services (“DAS”) (including records contained in OAKS that are accessible to DAS, even
if created by other state agencies) pertaining to Request for Proposal/Contract No. CSP900609 (Strategic
Sourcing Consultant). Such documents should include, but not be limited to, the following:

1. The request for proposal and all amendments relsased by DAS, bid proposals received by DAS that
were evaluated (excluding “late bids” and “no bids”), tabulation sheets, evaluation and meeting
notes of procurement staff and managers, and all memoranda, emails and other writien
communications between procurement staff and managers pertaining to the evaluation of the
bidders-and the award to the successful contractor;

2. A complete list of the names, titles, direct telephone numbers, and e-mail addresses of each and
every DAS employee who participated in the development of the RFP, the cost tabulation of the
submitted bids, the evaluation of the bid proposals, and the recommendation resulting in the award
of the contract;

3. A complete list of agencies (including the names and direct telephone numbers of agency contacts)
that used the services covered by terms of the contract, as well as copies of all forms pertaining to
the contract that the agencies submitted to DAS;

4. A complete list of contractor employees assigned to the contract, including narnes, titles, direct
telephone numbers, and e-mail addresses);

Rhodes State Office Tower © 30 East Broad Street - Suite 2640 8 Columbus, OH 43215-3414
Phone: 614-644-9110 © FAX: 614-644-9504  Toll Free: 800-686-1525 » E-mail: oig_watchdog@oig state.oh.us
The Ohic Inspector General is on the World Wide Web at wwwavaichdog.obio gov
A
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Theresa Schaefer
CSP9O0G0609
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9.

<

Copies of all invoices submitted to DAS by the contractor from the contract’s effective date to

current date;

“Savings Report” forms (including positive and negative submissions) or similar documents used
by DAS to document the “value added” to the procurement process by the contactor; -

A COGNOS report (by state fiscal year) detailing expenditures from the contract’s effective date to
the current date. Such report should include the contractor’s name and OAKS vendor identification

number, purchase order numbers, voucher numbers, payment dates, transaction amounts, and each

agency’s name;

All communications (including, but not limited to, letters, emails, and memoranda) between the
contractor and DAS regarding off-shoring and/or outsourcing that occurred from the evaluation of

the bid response through the current date;

All communications (including, but not limited to, letters, emails, and memoranda) between DAS
and the contractor concerning reductions in compensation rates pursuant to Executive Order 2009-

078; and

All notes pertaining to the November 18, 2010 procurement staff meeting that were drafted or
prepared by any and all DAS employees or representatives who attended such meeting.

Please submit the aforementioned information and documents to the Ohio Inspector General’s Office by
5:00 P.M. on Janunary 7, 2010. Thank you in advance for your cooperation. [f you have any questions,
please contact Deputy Inspector General Kyle Dupler at (614) 644-9110.

Sincere

%

ly,,

i

rnie J. Schropp
First Assistant [nspector General

2




Department of Administrative Services

January 7, 2011

Thomas P. Charles

Inspector General

30 East Broad Street, Suite 2940
Columbus, Ohio 43215-3414

RE:  Request for Documents Pertaining to Request for Proposal/Contract Number CSP900809 ,
(“Strategic Sourcing Consultant”) Lo

Dear Inspector General Charles:

Please find enclosed those documents provided by the Department’s General Services Division in
response to your document request in above-referenced matter. The responsible Division employees
attest that the presented documents are, to the best of their knowledge, all documents in DAS’
possession requested by your Office. :

The Department has grouped the documents in folders.” The Department labeled and numbered
those folders to correspond to those numbered sections in your request.

In that regard, please note that the Contract was exclusively a DAS Contract and no other agency or
political subdivision used or contracted with Hedgehog pursuant to the above-referenced Contract
(ftem 3: Inspector General “Request for Documents”)

Please also note that the Department provided a computer disc provided by HedgeHog that purports
to document work performed pursuant to the Contract in question.

If you have any questions, or need any further assistance, please feel free to telephone the Chief
Counsel’s Office at 614-644-1773.

Sincgrely, /) A

Richard M. Scott
Associate Counsel

Enclosures
RMS:sds

Service, Support, Solutions for Ohio Govarnment

Office of Chief Legal Counsel |30 East Broad Ser
6146441773 | 614.644.8151-FAX | www.das.ohio.g

cet, Suite 4099 | Columbus, Ohio 43215 Ted Serickland, Governor
5 Hugh Quill, Director




