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STATE OF ILLINOIS
NINETY-FIFTH GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

House Resolution No. 862

Offered by Representatives Susana A Mendoza-Jdack D. Franks-
Chapin Rose-Careen M Gordon-Lisa M. Dugan, Monigue D. Davis,
Annazette Collins and Kenneth Dunkin

WHEREAS, The Standard Procurement Rules promulgated to
implement the authority granted by the Illinois Procurement
Code provide that the policy of this State is to ensure that
all State procurements shall be accomplished in the most
economical, expeditious, and commercially reasonable manner,
uniformly and consistently among and within State agencies, so
as to facilitate participation in State procurements, encourage
competition, and ensure that procurements are conducted in a
fair and open manner; and

WHEREAS, The Illinois Department of Revenue 1issued a
request Ffor proposals (RFP) from responsible vendors to meet
the State’'s long-term needs of a statewide 10-year Beverage
Vending and Pouring Program Contract to be awarded to a single
vendor; and

WHEREAS, Coca-Cola Bottling Company of Chicago, a Coca-Cola
Enterprises company, and PepsiAmericas, Inc., bid on the FY 07
Beverage RFP #22011731; and

WHEREAS, Coca-Cola Bottling Company of Chicago submitted
questions and asked for clarification concerning the RFP to
State personnel serving with respect to the procurement
activity and was advised by that State personnel that the State
sent Coca-Cola a template with mistakes that the State would
correct and re-send to Coca-Cola for re-submission, that the
State would send a revised redraft of the proposed contract and
service level agreement to Coca-Cola, that the State would send
further volume data information that would help quantify the
contract opportunity, and that the State would contact
Coca-Cola at a later time and ask for Coca-Cola's best and
final pricing; and

WHEREAS, The Chief Procurement Officer and State personnel
serving with respect to the procurement activity failed to
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provide Coca-Cola with the documents and information offered,
and did not ask Coca-Cola for its best and final pricing before
awarding the contract to PepsiAmericas wilithout comparative
evaluation between vendors 1in the spirit of true competitive
bidding; and

WHEREAS, Based on current complaints, 1t appears that the
Chief Procurement Officer's activities were not 1in accordance
with the Standard Procurement Rules of the Illinois Procurement
Code or good procurement practices and that the contract is
otherwise not in the State's best interest,; therefore, be it

RESOLVED, BY THE HOUSE OF REPRESENTATIVES OF THE
NINETY-FIFTH GENERAL ASSEMBLY OF THE STATE OF ILLINOIS, that
the Auditor General 1s directed to conduct an audit of the
procurement practices In connection with the State's multi-year
beverage vending and pouring contract awarded to PepsiAmericas,
Inc., to determine whether good procurement practices were
exercised in accordance with applicable State laws and rules;
and be it further

RESOLVED, That the Auditor General i1s specifically
authorized to review, determine, and publicly report on whether
the chief Procurement Officer's activities and decisions 1in
connection with this procurement were 1n the State's best
interest; and be it further

RESOLVED, That the Auditor General commence this audit as
soon as possible and report his findings and recommendations
upon completion in accordance with the provisions of the
Illinoclis State Auditing Act; and be it further

RESOLVED, That a c¢opy of this resolution be delivered to
the Auditor General.

Adopted by the House of Representatives on March 6, 2008.

Michael J. Madigan, Speaker of the House

ft4<ﬁ44k /Q4/c¢449vxﬂjﬂf_

Mark Mahoney, Clerk of the House
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Appendix B

AUDIT METHODOLOGY

This audit was conducted in accordance with generally accepted government auditing
standards and the audit standards promulgated by the Office of the Auditor General at 74 llI.
Adm. Code 420.310. 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.

The audit objectives for this audit were those as delineated in House Resolution Number
862 (see Appendix A), which directs the Auditor General to conduct an audit of the procurement
practices in connection with the State’s multi-year beverage vending and pouring contract. The
audit objectives are listed in the Introduction section of Chapter One. Fieldwork for this audit
was conducted from July to September 2008.

In conducting the audit, we reviewed applicable State statutes and rules. We reviewed
compliance with those laws to the extent necessary to meet the audit’s objectives. Any instances
of non-compliance we identified are noted in this report. In addition to laws and rules, we
reviewed a number of different criteria including the following:

e Beverage Vending and Pouring Program RFP requirements;
e CPO Notices from CMS regarding procurement;
e Guidelines and procedures from CMS’ Illinois Center for Procurement Resources;

e Best practices documents from the National Association of State Procurement Officials,
the American Bar Association, and the National State Auditors Association; and

e Other Department of Revenue RFPs.

We also reviewed management controls and assessed risk relating to the audit’s
objectives. A risk assessment was conducted to identify areas that needed closer examination.
Any significant weaknesses in those controls are included in this report.

During the audit we met with officials from Revenue. We interviewed all nine of the
evaluation team members including those having left State government. We asked evaluation
team members about their involvement with the procurement including their participation in
meetings, conference calls, and presentations, and the evaluation instrument. We also spoke to
one of the two committee members that did not score the proposals about her role related to the
procurement.
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On three occasions, we attempted to contact the sales and marketing company Team
Services LLC to inquire about their role in the development of the RFP. However, Team
Services did not respond to our inquiries. We asked representatives from Northern Illinois
University, Southern Illinois University, and Western Illinois University why they elected not to
participate in the Statewide beverage vending and pouring contract.

We met with officials from both Coke and Pepsi. We inquired about issues with the RFP,
discussions with the Department of Revenue, and each of their proposals. We examined all
documents from the procurement file at the Department of Revenue and additional
documentation obtained from personal files of individuals involved in the procurement. We also
examined documentation provided by Coke. The following is a list of examples of
documentation reviewed from the sources previously mentioned:

e RFP

e Selection of evaluation committee members
e Beverage vending and pouring contract

e Vendor conference transcript

e Written communication between the Department of Revenue and Coke, Pepsi, and
evaluation committee members

e Powerpoint slides from vendor presentations
e Evaluation scoring tool

e Reference questionnaire and inquiries

e Price proposals

¢ Nedlog and Coke protests

In addition to reviewing the above documentation, we reviewed a judgmental sample of
nine RFPs published by the Department of Revenue between April 2004 and April 2007. We
compared the Beverage Vending and Pouring RFP to each of the RFPs in the sample to
determine if the structure, evaluation, and evaluation tool were similar. The structure of each
sample RFP was examined to determine if the following were included: a minimum required
point value, alternative evaluation language, and breakdown of the scoring evaluation. The
evaluation and evaluation tool for each sample RFP was examined to determine if the following
were included: the use of subfactors, variances in scoring, and inclusion of references.
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Appendix D

EVALUATION TEAM SCORING RESULTS

Total Evaluator Evaluator Evaluator Evaluator
_ Possible #1 #2 #3 #4
Categories Points | Pepsi | Coke | Pepsi | Coke | Pepsi | Coke | Pepsi | Coke
BACKGROUND &
EXPERIENCE
Company background/ 65 56 | 39 | 65 | 65 | 63 | 63 | 55 | 58
experience
Staff background/ 60 10 | 17 | 60 | 60 | 55 | 50 | 24 | 32
experience
References 75 55 50 55 50 55 50 55 50
Total Score for Section 200 121 106 180 175 173 163 134 140
TECHNICAL
APPROACH
Und_erstandmg of scope of 15 13 1 13 13 15 10t 8 1
services
Quality of summary 5 3 1 5 5 5 5 2 3
Vending and pouring 55 39 20 51 52 55 32 34 38
Revenue growth 75 25 0 65 55 75 75 30 50
Reporting 10 10 9 10 10 10 10 5 8
Vending operations and 15 14 3 12 12 15 15 7 8
procedures
Debit card technology 10 3 4 7 8 Gy 10 0 0
Fagllltles, sanitation, and 15 12 5 15 15 o 15 8 10
maintenance
Total Score for Section 200 119 50 178 170 180 172 94 128
PRODUCT SELECTION 100 65 50 90 90 100 100 70 70
GRAND TOTAL 500 305 206 448 435 453 435 298 338

Note:  *Subcategories which contained elements left blank on evaluation scoring tools.

Source: Summary of Evaluation Team Scoring Instruments.
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Append

ixD

EVALUATION TEAM SCORING RESULTS

Evaluator Evaluator Evaluator Evaluator Evaluator
#5 #6 #7 #8 #9 Average
Pepsi | Coke | Pepsi | Coke | Pepsi | Coke | Pepsi | Coke | Pepsi | Coke | Pepsi | Coke
49 48 51 48 54 54 55 55 50 55 55.3 53.9
49 43 49 40 20 22 40 40 50 15 39.7 | 354
55 50 55 50 55 50 55 50 55 50 55.0 50.0
153 141 155 138 129 126 150 145 155 120 150.0 | 139.3
13 12 12 11 12 11 15 ) 13 12 12.7 10.7
3 4 4 3 3 3 5 5 5 3 3.9 3.6
41 35 39 34 37 37 55 50 50 24 44.6 35.8
65 40 45 35 20" 15 50 50 30 0 45.0 35.6
8 8 7 7 10 10 10 10 10 10 8.9 9.1
13 12 13 13 10 10 15 ) 10 5 121 9.2
8 7 6 6 8 8 6 6 8 4 5.7 5.9
12 12 12 10 10 10 15 10 10 7 10.4 10.1
163 130 138 119 110 104 171 141 136 65 143.2 | 119.9
90 65 95 95 95 90 100 100 100 75 89.4 81.7
406 336 388 352 334 320 421 386 391 260 | 382.7 | 340.9

Note:  *Subcategories which contained elements left blank on evaluation scoring tools.

Source: Summary of Evaluation Team Scoring Instruments.
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APPENDIX E

RFP Services Required from the Vendor

— to be Addressed in the Technical
Approach Section of Vendor’s Proposal
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STATE OF ILLINOIS — DEPARTMENT OF REVENUE

REQUEST FOR PROPOSALS
Y2 Liter 269 — cases (24 per)
Y2 Liter 85 — six-pack
1 Liter 316 — cases (12 per)

4.3.3.2 University of lllinois — Chicago Backaground

25,228 Students
2,707 Graduate Assistants
10,845 Full-time Employees

220 Machines (Vendor managed)
$600,000 Current Annual Vending Machine Sales

12  Pouring Locations (Product managed by University)

e All cafeteria services

e Four (4) On-campus Retail Convenience Stores

e Athletic Facilities

UIC Product Volumes (Product Purchases Only — No Vending)

Product Description |

Estimated Annual Purchase Volume

Beverages other than Water

12 oz cans 3,308 — 24 per case
16 oz bottles 9,664 — 12 per case
20 oz bottles 21,507 — 24 per case
Y Liter 309 - 24 per case
1 Liter 1,318 — 12 per case
2 Liter 418 - 8 per case
950z 1,739
6.5 oz 237
3 galleach BIB 4,902
5 gal/each BIB 5,026

Water Products

12 0z 142 - 24 per case
20 oz 8,144 — 24 per case
1 Liter 2251 — 12 per case
12/6/2006 Page 16
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STATE OF ILLINOIS — DEPARTMENT OF REVENUE

REQUEST FOR PROPQSALS

4.3.3.4 Northeastern lllinois University Background

12,164 Students

22 Machines (Vendor managed)
1 Pouring Locations (Product managed by University)
13,150 Total Number of Cases of assorted products (2004)

NEIU TOTAL Product Volumes

Product Description

Estimated Annual Purchase Volume (cases)

Bookstore — Assorted product and sizes 3,300 cases
22 Vending Machines — Assorted 20 oz 6,500 cases
product

Campus Dining assorted products in all 3,350 cases

forms: syrup, cans, bottles, etc.

4.4

Blind Vendors

The State supports the Blind Vendors by complying with all provisions of the
lllinois Blind Persons Operating Vendor Facilities Act and the Randolph-
Sheppard Vending Stand Act of 1936. Furthermore, the State makes all
efforts to promote the Blind Vendors’ efforts to work with State agencies and
deliver opportunities to expand their programs and services.

The Blind Vendors make direct purchases from beverage Vendors, deliver
products to designated machines, set pricing and maintain all business
responsibilities.

The State closely adheres to the Blind Persons Operating Vending Facilities
Act, which states in part:

It is the policy of this State that blind persons be given opportunity to operate
vending facilities and be employed by the operators of vending facilities in
public buildings and parks and on other public and private property for the
purposes of providing blind persons with remunerative employment, enlarging
the economic opportunities of the blind, and stimulating the blind to greater
efforts in striving to make themselves self-supporting and of relieving the
public of responsibility for their financial support... preference [shall be given]
to blind persons when granting permission to operate a vending facility where
the [State] determines that such vending facility can be properly and
satisfactorily operated by blind persons.

The lllinois Department of Transportation permits the placement and
operation of vending machines in rest areas in accordance with Section
113.1(b) of the lllinois Highway Code [605 ILCS 5/9-113.1(b)]. The

12/6/2006

Page 18
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STATE OF ILLINOIS — DEPARTMENT OF REVENUE
REQUEST FOR PROPOSALS

4.5

4.6

Department of Human Services is the State licensing agency designated
pursuant to the Randolph-Sheppard Vending Stand Act of June 20, 1936 (49
Stat. 1559, Title 20, Sections 107-107F) and the lllinois Blind Persons
Operating Vending Facilities Act to select and assign licensed Blind
Vendors to operate the vending facilities identified as rest areas. Blind
Vendors are given a preference to provide vending services in all rest areas
and State property. The vending machines serviced by any Blind Vendor

in rest areas will be subject to the terms and conditions of the
Intergovernmental Agreement between the lllinois Department of
Transportation and the lllinois Department of Human Services.

Revenue Growth Plan

The State's 1,265 vending machines (not inclusive of pouring, University or Blind
Vendor machines) have an estimated gross sales volume of approximately $6.9
million annually. This figure is based upon historical sales volume for machines
within the following Agencies and Groups:

State Police

Department of Transportation
EPA

Veterans Affairs

Department of Natural Resources
Department of Corrections

The State expects sales to significantly increase based upon a professional
Vendor’s experience and strategy implementation to maximize current
operations and identify new opportunities. It is the State's expectation that the
Vendor will evaluate current vending operations and increase the number of
machines and gross sales. The Vendor shall provide a plan for growing current
annual volumes and make projections related to gross and net sales and machine
expansion. " New machine locations will be reviewed and approved by the liaison
committee described in Section 4.13.3."

Reporting, Status and Monitoring Specifications

The State and the Vendor shall mutually agree on the report(s) format and content to
satisfy these requirements. Vendor is required to provide sample reports in its RFP
submission. In appropriate circumstances, the State and the Vendor will work
together to develop a performance scorecard with conditions, milestones,
requirements, or timetables that must be met before additional steps may be taken.

The Vendor will provide monthly sales and commission reports that provide the
following information:

4.6.1 Product code for the following individual categories, where applicable:
carbonated, non-carbonated, water, juice, juice drink, isotonic, energy, ready-
to-drink coffee and tea beverages that may be canned, bottled, fountain,
powder and syrup versions

4.6.2 Building location of machines

12/6/2006
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STATE OF ILLINOIS — DEPARTMENT OF REVENUE

REQUEST FOR PROPOSALS

4.10.9

mode of operation. The Vendor shall propose any such alterations or facility
changes to the State and Director of the lllini Union.

From time to time during the Term, the Vendor shall present to the State
graphic design art to appear on the exterior of the vending machines. All
costs of such design shall be the responsibility of the Vendor.  In order to
ensure the design is in keeping with the State’s image or reputation, the State
shall have the right to approve or disapprove any proposed vending machine
art or design; provided however, that approval shall not be unreasonably
withheld or delayed.

4.10.10 The State may from time to time request the professional services of the

4.10.11

Vendor to assist on a consulting basis in the development of layouts and
specifications for new or remodeled vending service facilities at no cost to
the State.

Upon termination or expiration of this Contract, the Vendor shall vacate the
premises and deliver up the premises to the State in the same condition
that the premises are in at the time the Vendor entered the premises
hereunder, reasonable use and wear accepted. The State, at its option,
shall retain intact the leasehold improvements, or require that the Vendor
remove such improvements within fifteen (15) days from the termination of
this Contract, and return the premises to the same condition that they are in
at the time the Vendor entered the premises. Vendor's vending machines
and other equipment must be removed within 15 days after termination of
this Contract. The Vendor shall be responsible for control of keys and
passes obtained from the State and the security of those areas which the
keys or passes control when they are used by its representatives. The
Vendor shall be responsible for immediately reporting all the facts relating
to losses incurred, equipment damage or break-ins to their equipment and
areas of the State. The State Contract Representative shall designate the
authority that shall receive these reports and be responsible for key/pass
issue and periodic review of key/pass control.

4.10.12 The Vendor is responsible for the purchase of padlocks and other security

devices that may be required by the Vendor to further ensure revenue,
product or property.

4.10.13 The State is responsible for the costs of re-keying and replacing State lock

cylinders, as determined by the State, except the Vendor shall be
responsible for replacement of lost keys and the cost of re-keying and
replacement of lock cylinders required as a result of the Vendors
negligence and/or loss of keys.

4.10.14 The State is not responsible for loss or damage to Vendor’s equipment.

4.10.15 The State and the Vendor shall mutually determine the additional security

measures required to control unauthorized access to all vending service
areas included in this Contract.

4.10.16 The Vendor will supply, install, repair, service and maintain this equipment

at no cost to the State Contractors at locations mutually agreed upon.
Where the Vendor's equipment is maintained by a Blind Vendor, the
Vendor will provide training the Blind VVendor on proper daily servicing.

12/6/2006
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STATE OF ILLINOIS — DEPARTMENT OF REVENUE
REQUEST FOR PROPOSALS

4.12.3 Stand alone change making equipment shall have the capability of customer
selection of changing coins, one dollar ($1.00) or five dollar ($5.00) currency
or both as determined by the State. The changer model, capacity and
arrangements for security shall be by mutual agreement. The Vendor shall
provide and service the changers with amounts of change at frequent
intervals to assure change is continually available. All vending equipment
shall have the capability of returning change in amounts of $.05, $.10 or $.25
as required, and have adequate change inventory for required returns. The
coin/bill change mechanisms will be state of the art maintained at the full
change bank capacity, unless mutually agreed upon to be at a lower level,
and inventoried each time the machine is serviced and brought up to
capacity.

4.13 Service and Repair

4.13.1 The Vendor will provide a service and repair “hot line” for all applicable
fountain, display, cooler, vending and auxiliary equipment twenty-four (24)
hours a day, seven (7) days a week, at no cost to the State. The Vendor will
provide unlimited service calls, all necessary parts and equipment free of
charge. The Vendor shall respond to equipment service and repair
calls/reports within @ minimum of three (3) hours for Beverage equipment
between the hours of 7:00 AM and 4:00 PM, Monday through Friday, and four
(4) hours response time evenings and Saturdays, Sundays and Holidays. If
operational needs require immediate service on fountain and cooler
equipment after 9:00 PM, service will be provided at 7:00 AM the next
morning seven days a week. The Vendor will provide routine preventive
maintenance on all equipment. Equipment which cannot be returned to full
service within 72 hours of notification of needed repair shall be replaced with
comparable equipment of like quality until the original equipment is returned
to service. The equipment repair service shall respond to emergency and
daily routine maintenance requirements in a manner that limits equipment
down time and customer inconvenience.

4.13.2 The Vendor shall provide a means by which messages or service calls can
be recorded after their normal working hours or on weekends. The Vendor
guarantees that the frequency of preventive maintenance will meet, or
exceed, that which is recommended by the manufacturer of the equipment.
The State will not provide storage space for any backup equipment.

4.13.3 The State will establish a liaison committee, which, in addition to State
personnel, will include a representative of the Blind Vendors, to address
service and quality issues on a quarterly basis. The Vendor will send
appropriate personnel to these quarterly meetings.

4.14 Equipment Maintenance and Replacement

4.14.1 The Vendor shall institute and maintain a program of preventive maintenance
and regular replacement of worn, damaged, or malfunctioning vending,
fountain and cooler equipment. The State shall not perform maintenance or
repair on any equipment of the Vendor or that is on loan to the State.

4.14.2 The Vendor shall incorporate industry improvements on vending, fountain
and cooler equipment occurring during the life of this Contract on originally
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STATE OF ILLINOIS — DEPARTMENT OF REVENUE
REQUEST FOR PROPOSALS

4.19.1 The Vendor will, at all times, maintain on duty for the State an adequate staff
of employees for efficient operation. The Vendor will provide expert
administrative, purchasing, equipment consulting, and supervisory personnel.

4.19.2 The State requires adherence to Prevailing Wage laws.

4.19.3 The Vendor shall provide headquarters management staff, made known to
the State by name, to routinely review and inspect operations, fill staff
vacancies if necessary, consult with the State on current and future food
service programs, and to act with full authority on the Vendor’s behalf in any
and all matters pertaining to the specifications of this Contract.

4.19.4 The Vendor shall provide a minimum of one (1) on-site route
supervisor/manager Monday through Friday and on call for weekends and
evenings. The individual selected for this position will have prior approval of
the State and shall not be changed more than once per year unless mutually
agreed. Management positions will not remain vacant for a period to exceed
thirty (30) days. Replacements require prior approval of the State.

4.19.5 An adequate staff of employees shall be on duty to provide efficient, prompt
and sanitary service. The State shall have the right to review the staffing
patterns and job schedules, and require the Vendor to take appropriate action
to insure adequate staffing.

4.19.6 Personnel relations of employees of the Vendor and its subcontractors shall
be the Vendor's responsibility. The Vendor shall comply with all applicable
government regulations related to the employment, compensation, and
payment of personnel.

4.19.7 The Vendor shall have the resources and staff for continually providing
satisfactory training and development programs for their employees at all
levels of the organization. Regularly scheduled employee training shall be
conducted by the Vendor regarding such subjects as refrigeration,
maintenance, defensive driving, equipment repair, and proper sanitation. The
Vendor shall be responsible for the expense of such training programs.

4.19.8 Personnel of the Vendor shall observe all regulations of the State. Failure to
do so may be grounds for dismissal.

4.19.9 Employee uniforms, which are mutually agreed upon by the State and the
Vendor to be the best suited for the job function intended, shall be provided
by the Vendor. These uniforms shall easily and appropriately identify the
Vendor and employee by name. Exceptions will be determined by mutual
agreement of the State and the Vendor.

4.19.10 The Vendor shall not furnish free or discounted Beverages to employees of
the Vendor, employees of the State, or any customer as a direct operating
expense with a reduction of sale and/or commissions.

4.19.11 The Vendor's route service attendants shall service high sales volume
locations after peak /noon service periods Monday through Friday to ensure
availability of products for afternoon and evening class service at University
locations.
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STATE OF ILLINOIS — DEPARTMENT OF REVENUE
REQUEST FOR PROPOSALS

4.20

4.19.12 The Vendor shall comply with State and University policy restricting service
vehicles from driving in designated mall areas. Vendors must abide by all
University traffic and parking regulations.

4.19.13 Items sold through vending equipment will not be manually sold by vending
attendants or route employees.

4.19.14 The Vendor will be required to comply with individual security requirements
for the state agencies they serve.

Signage

The State reserves the right to drape any and all signage in any facility when
appropriate. Such events may include, but are not limited to, intercollegiate
tournaments, concerts, graduation ceremonies, conferences, and cultural events.
The State’s decision shall be final and not subject to approval by the Vendor. If the
State secures a rental from a regional or national touring company which carries with
it a beverage sponsor other than the Vendor, the touring company may display
temporary signage in the venue during the event as defined by their agreement with
the beverage sponsor.

4.21 Permitted Beverage Exceptions
The only exceptions to the Exclusive Beverage Program will include the following:
4.21.1 State Properties
4.21.1.1 Hot Brewed coffee, tea or chocolate
4.21.1.2 Milk and flavored milk drinks
4.21.1.3 Beverage categories and drinks in which the Vendor does not
distribute the beverage product
4.21.1.4 Beverages brought onto State property by an attendee at an event
or by staff, guests, invitees, or visitors of the State for personal
consumption
4.21.1.5 Donated product by other Beverage suppliers in accordance with
Contract Terms
4.21.1.6 Alcohol
4.21.1.7 All locations occupied by tenants within State property
4.21.1.8 Non-State sponsored events held on property pursuant to the
State’s authority
4.21.2 UlUC
4.21.2.1 Frozen juice concentrate sold in retail and used in catering
4.21.2.2 Hot brewed coffee, tea or chocolate
4.21.2.3 Milk and flavored milk drinks
4.21.2.4 Sports shakes
4.21.2.5 Beverage categories in which the Vendor does not participate;
provided that upon the Vendor’s entry into such beverage
12/6/2006 Page 30
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REQUEST FOR PROPOSALS

4.21.3.15

4.21.3.16

4.21.3.17

4214 UIS

4215

4.21.41
42142
42143

4.214.4

42242

42243

42244
42245
42246

NEIU

4.21.51
42152
4.21.5.3

4.21.5.4

4.21.5.5

Beverages brought onto the Campus by an attendee at an event
or by students, faculty, staff, guests, invitees, or visitors of the
University for personal consumption

Facilities located within the UIC Campus that are not owned by,
leased to or controlled by the University, e.g., Campus ministry
facilities, churches, private businesses or non-University
governmental offices and laboratories, whether or not legal title to
such property is held by the University

Donated product by other Beverage suppliers in accordance with
Contract Terms

Hot Brewed coffee, tea or chocolate
Milk and flavored milk drinks

Fruit juices, bottled teas; natural spring water and flavored waters
that are sold only in the UIS cafeteria, Lincoln Residence Hall
(LRH) and future locations — Lincoln Residence Hall Il (LRH II).
This does not apply to vending machines located on the UIS
campus.

Beverage categories in which the Vendor does not manufacture
the beverage product

Beverages brought onto the Campus by an attendee at an event
or by students, faculty, staff, guests, invitees, or visitors of the
University for personal consumption

Donated product by other Beverage suppliers in accordance with
Contract Terms

Alcohol
All locations occupied by tenants within the UIS campus

Non-UIS sponsored events held on University property pursuant
to the University’s authority

Hot Brewed coffee, tea or chocolate
Milk and flavored milk drinks

Fruit juices, bottled teas; natural spring water and flavored
waters that are sold only in the NEIU cafeteria. This does not
apply to vending machines located on the NEIU campus.

Beverage categories in which the Vendor does not manufacture
the beverage product

Beverages brought onto the Campus by an attendee at an event
or by students, faculty, staff, guests, invitees, or visitors of the
University for personal consumption
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APPENDIX E-1

Coke’s Response to
Technical Approach Section
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APPENDIX E-2

Pepsi’s Response to
Technical Approach Section
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5.2.4 Technical Approach
PepsiAmericas operates a state of the art full service and third party vendor operation.
This operation manages over 78,000 vendors and supports these with over 11,000 MEM

employees who maintain and service these machines.

Our proposal will comply will all elements of the RFP except those identified in Exhibit
2

See exhibit 3 for the vending implementation plan for the conversion and management of
vending business.
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should restrict inspections to a reasonable
hour (8am-5pm).

4.19 Personnel, Employment Practices and
Staff

This section will create some problems for
us due to the fact that there are separate
companies entering into this deal. Uniform
requirements and employee training
programs may be areas of greatest concern.
We would be able to ensure common
uniforms; however, the development and
implementation of uniform employee
training programs may prove difficult.

5.2.1 Transmittal Letter (must be signed by
authorized representative)

I don’t know that there is anyone who can
sign no behalt of all the Bottlers and
legally bind us to the details of the bid. I
assume PAS is taking the lead on this one,
therefore, we will need the other bottlers to
agree, in writing that we have the right to
obligate them to the terms of the bid.

5.2.7 Financial Statements

I assume we would provide the financial
statements of every bottler to show our
capacity to handle this contract. Private
companies may have an issue due to the
public nature of this RFP process.

5.2.9 Attachment [ Information
Regarding Terminations, Litigation and
Debarment

This will obviously have to be collected
from each Bottler individually. PAS would
have to limit this inquiry to Illinois
contracts and legal cases.

7.2.7 Public Records

Our bid is subject to the FOIA (Freedom of
Information Act). Due to the request for
financial information for the past 5 years —
this may be a concern for our private
bottlers. However, I doubt there is any
way around this issue.

il i S Lo B
Considering we are dealing with multiple
entities, deciding on a location to maintain
all these records may prove difficult. We
may want to consider alternative methods
for maintaining these records collectively.

L3 L detaa ! UE

4.2.13 Antitrust Assignment

This clause should be removed. In short, it
is requiring us to relinquish our rights in
any potential antitrust claim to the State of
Illinois. We should not give up these rights
to the State.

o
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State of Illinois
Exhibit 3
Implementation & Service Plan (5.2.4)

PEPSI will execute the following steps in conjunction with the project manager, upon
being awarded the STATE OF ILLINOIS exclusive beverage RFP:

I

PEPSI sales representatives will contact and meet with State of Illinois
Representatives to determine their following vending needs:

*  # of machines to be placed

*  Package and brand alignment

*  Preferred service days and time

Each participating property will be slotted into our full service route schedule based
on their geographic location and estimated service needs.

All completed machine delivery paperwork will be forwarded to our vending

department for:

*  Equipment preparation

*  Deliveries will be prioritized based on a list provided by the STATE OF
[LLINOIS, or by an internal list provided by the PEPSI sales department. (This
step will need to be mutually agreed upon).

Upon delivery of the vending equipment PEPSI will execute the following on the

same day of delivery:

*  Fill the coin changer to capacity enabling the vendor to accept dollars and payout
change.

*  First fill the equipment to capacity by pre-determined package and brand
specifications.

Each property and machine will be routinely serviced based on our initial estimated

service needs. PEPSI will re-evaluate each property and machines service needs once

we have gained service knowledge and the following may occur:

*  Service will be increased to meet the demand.

*  Service will be decreased to meet the lack of demand.

*  PEPSI goal is to service each property to insure the equipment remains full and
operate without causing any disturbance to the properties day to day activities.

On a period basis PEPSI will provide detailed volume reports to the STATE OF

ILLINOIS listing the following:

*  Volume by package/property/vendor.

*  Commissions earned

*  PEPSI requests that we print one check and provide detailed individual property
analysis, and the STATE OF ILLINOIS in turn credits each property with their
earned commissions. PEPSI does have the capability to pay each individual
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APPENDIX F

Coke’s August 3, 2007, Protest Letter
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APPENDIX G

Vending Machine Locations by County
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Appendix G
VENDING MACHINE LOCATIONS BY COUNTY

Source: OAG summary of vending machine information contained in the RFP.
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APPENDIX H

Agency Responses
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Contract Execution

Recommendation 1: The Department of Revenue should ensure that contracts contain dated
signatures as required by Comptroller’s Accounting Bulletin #124. In addition, the Statewide
Beverage Contract should commence on the last dated signature as specified in the contract.

Response:

Recommendation accepted. As a result of this recommendation, the Department has included
this item as part of its procurement checklist. IDOR managers have also been reminded that no
services can begin or products purchased until a contract has been signed and dated by all
parties. The State Beverage Contract commenced long after Revenue § Director signed this
contract on August 15, 2008.

Timing of the VVendor Conference

Recommendation 2: The Department of Revenue should ensure that potential vendors have an
adequate amount of time to review the Request for Proposal prior to the vendor conference.

Response:

Recommendation accepted. The Department will ensure that vendors are afforded a minimum of
10 working days to review RFP 5 prior to the vendor conference. The Department has included
this item as part of its procurement checkilist.

Vendor Presentations

Recommendation 3: The Department of Revenue should maintain adequate documentation of
vendor presentations including a record of who attended the presentations and the discussions
that took place. If evaluation team members are unable to attend the vendor presentations, the
Department should ensure that the evaluation team members receive the necessary information
for scoring the proposals.

Response:

Recommendation accepted. During the course of this audit, the Department instituted measures
to ensure compliance with this recommendation for creating and maintaining adequate
documentation of vendor presentations. In addition, in the event that evaluation team members
are unable to attend any vendor presentations, IDOR will ensure that those evaluation team
members receive any necessary information.
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Evaluation Scoring Tool

Recommendation 4: The Department of Revenue should ensure that scoring tools include
correct references when referring to specific sections of the RFP. If subcategories are used in the
scoring tools, point values assigned to those categories should be appropriate based on language

in the RFP.

Response:

Recommendation accepted. As a result of this recommendation, the Department has included
this item as part of its procurement checkilist.

Documenting Evaluation Committee Meetings

Recommendation 5: The Department of Revenue should document evaluation committee
meetings including dates, who attended, and what was discussed.

Response:

Recommendation accepted. As a result of this recommendation, the Department has included
this item as part of its procurement checkilist.

Scoring Issues

Recommendation 6: The Department of Revenue should follow CMS Guidelines and ensure

that:
e Major differences in scores are discussed to determine if an error was made or an
evaluator missed or misinterpreted a vendor’s proposal,

e Evaluation tools are fully completed with no elements left blank; and
e Rating points are supported with thorough and appropriate comments.

Response:

Recommendation accepted. The Department will ensure that CMS guidelines are followed.
Major differences in scores will be discussed with the evaluator/evaluation team. Evaluation
tools will be checked to ensure that they are fully completed and the ratings points are supported

with thorough and appropriate comments.
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References

Recommendation 7: The Department of Revenue should ensure that:

e The reference questionnaire encompass all of the elements included on the evaluation
tools;

e References are asked to rate the vendor (when using the subfactor #5 used in this scoring
tool) and the resulting scores are inserted for all evaluators; and

e References are fully documented in the procurement file including the reference
questionnaires and how scores are formulated.

Response:

Recommendation accepted. As a result of this recommendation, the Department has included
these items as part of its procurement checklist.

Opening Price Proposals

Recommendation 8: The Department of Revenue should not open price proposals from
vendors, or begin discussions regarding pricing with vendors, whose technical proposals are
rejected for failing to meet minimum point requirements.

Response:

Recommendation accepted. Procurement staff will take proactive steps to ensure technical
proposals meet minimum point requirements before releasing pricing information.

Evaluation Language in Request for Proposal

Recommendation 9: The Department of Revenue should include alternative evaluation
language in all Request for Proposals. The Department should also consider using minimum
point requirement language that would ensure more than one vendor is considered for price
evaluation.

Response:

Recommendation accepted. The Department has taken steps to ensure that its RFP’s are
consistent with this recommendation.
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Protest Resolution

Recommendation 10: The Department of Revenue should comply with the Standard
Procurement rules and ensure that protests are resolved in a timely fashion. The Department
should also ensure the central points of the protest are fully addressed.

Response:

Recommendation accepted. The Department has taken proactive steps to ensure that it complies
with these recommendations. The Procurement Manual has been reviewed and updated; training
is provided to Staff/Program Areas (as needed) on procurement rules. The Procurement Manual
is readily available via the Department intranet site.

Clarifying Offers

Recommendation 11: The Department of Revenue should request vendors to clarify offers and
provide missing information when appropriate.

Response:

Recommendation accepted. As a result of this recommendation, the Department has included
this item as part of its procurement checkilist.
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