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To the Honorable
the Common Council
City of Milwaukee

Dear Council Members:

The attached report summarizes the resulis of our Audit of Department of
Public Works (DPW) Procurement Activities. The objectives of the audit were to determine
whether DPW procurement practices follow legal requirements and sound procuretment
practices, evaluate DPW’s written and unwritten procurement procedures and determine
whether established procedures are followed,

The audit found that DPW has developed effective, but unwritten, procedures
for letting formal public works contracts, DPW has prepared comprehensive written
procedures for formal professional service contracts, but does not always follow those
procedures. DPW guidelines for procurements other than formal contracts appear sufficient
to provide for sound purchasing practices. The guidelines are followed with a few
exceptions. The audit makes eight recommendations.

Audit findings and recommendations are discussed in the Audit Conclusions
and Recommendations section of this report, followed by the Department of Public Works
response. DPW agrees with the audit recommendations and is taking steps to implement a
number of them,

Appreciation is expressed for the cooperation extended to the auditors by the
statf of the Department of Public Works.

Sincergly,

TIN MOKICS
Comptroller

Hoom 404, City Hall, 200 East Wells Street, Milwaukes, Wisconsin 53202-3567, Phone: (414) 286-3321, Fax: (414) 286-3281




Audit Scope and Objectives

The scope of this audit included procurement activities performed by the Department of
Public Works (DPW) on its own without oversight by the Department of Administration
(DOA)-Procurement Services Section, under authority granted to the Commissioner of Public
Works by Section 7-14 and Section 7-22 of the City Charter. These activities mcluded
procurements through formal public works contracts over $25,000, formal professional
service confracts, standard vouchers, service contacts of up to $25,000 and inventory
purchases of $500 or less. The audit did not include inventory purchases over $500 or
purchases made by means of blanket purchase orders, DPW-specific purchase orders or
through the Procard program, all of which are administered by DOA-Procurement Services
Section. The audit evaluated 2004 activities for all types of procurements except formal
professional service contracts. Since DPW’s written guidelines for formal professional
service contracts were issued in November 2004, the audit evaluated professional service
contracts awarded in 2005.

The objectives of the audit were to:
I. Determine whether DPW procurement practices follow legal requirements and sound
procurement practices,

b

Evaluate DPW’s established written and unwritten procurement procedures.
3. Determine whether established procurement procedures are followed.

The audit included interviews of DPW personnel responsible for procurement activities and
of DOA-Procurement Services Section personnel. The audit also included queries of the
City’s Financial Management Information System (FMIS) to obtain 2004 DPW expenditures
on all types of procurement. In addition, the audit included a review of DPW’s written
guidelines for all types of procurement as well as reviews of State Statutes, the City Charter,
the Code of Ordinances and Common Council authorizations of formal public works and
professional service contracts. The audit further included a review of records of contracts
awarded as well as examinations of a sample of DPW formal contract files and of documents
supporting samples of other DPW procurement activities.

The audit did not evaluate engineering specifications for DPW contracts. The audit also did
not examine unsuccessful bids and proposals for contracts. DPW compliance with the City’s
Emerging Business Enterprise Program and Residents Preference Program has been
evaluated int a separate audit.




Organizational and Fiscal Impact

The Department of Public Works expended $148.7 million in 2004 for the acquisition of
goods and services. The following exhibit provides a summary of these expenditures by type

of procurement.
Department of Public Works
2004 Expenditure Summary
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The City Charter provides the Commissioner of Public Works with the authority to enter into
contracts for public works and services. The Commissioner has chosen to make use of this
authority for some types of procurements and to use the services of DOA-Procurement
Services Section for other types of procurements. DPW procurement is accomplished
through the following methods.

Procurement under DPW authority:

* Formal contracts over $25,000. DPW expended $75.4 million on 344 formal
contracts in 2004. The City Charter requires all work and purchases of materials,
supplies, equipment and services costing more than $25,000 to be purchased through
formal contracts subject to a bidding process. Accordingly, DPW has established a
bid process for formal public works contracts and a request for proposal (RFP)
process for formal professional service contracts.

Formal public works contracts are used for construction projects. These contracts are
awarded to the lowest responsible bidder. Appendix A provides a listing of formal
public works contracts awarded in 2004.




Formal professional service contracts are used for services such as engineering,
design, consultant’s studies and other services requiring expertise in specialized
subjects. These contracts are awarded through evaluations of RFP’s by selection
teams. Appendix B provides a listing of formal professional service contracts
awarded in 2005.

e Standard vouchers. DPW expended $27.3 million on 11,738 standard vouchers in
2004. Standard vouchers are used for payments that are not charged against formal
contracts or purchase orders. Standard vouchers are used to pay for a variety of items

including utility charges, repairs, maintenance and supplies.

* Service contracts of up to $25,000. DPW expended $2.3 million on 157 service
contracts in 2004. Service contracts are purchase orders issued by DPW for services

such as repairs, cleaning, testing and system design.

» Inventory purchases under $500. These are purchases of small amounts of items for

DPW divisions’ inventories of repair and maintenance supplies. DPW expended
$67,000 on such purchases in 2004.

Procurements administered by DOA-Procurement Services Section:

» C(City-wide blanket purchase orders. These are purchase orders executed by DOA-
Procurement Services Section for materials and supplies used by all City departments.
Departments purchase items by means of direct purchase orders linked to blanket
purchase orders. DPW expended $13.8 million through 46 blanket purchase orders in
2004.

* DPW-specific purchase orders are contracts executed by DOA-Procurement Services
Section with vendors to provide goods or services to DPW. DPW expended $19
million through 6,612 such purchase orders in 2004.

* Inventory purchases over $500. These are purchases of items for DPW’s mventories
of repair and maintenance supplies through contracts executed by DOA-Procurement
Services. DPW expended $8.4 million in total on all inventory purchases in 2004,
including purchases over $500 and for $500 and less.




¢ Procard purchases. These are small dollar purchases by authorized employees using a
card similar to a credit card. The maximum single transaction limit for Procard is
$5,000, although most employees’ limits are significantly smaller. The Procard
program is administered by DOA-Procurement Services Section. DPW expended
$2.5 million on Procard purchases in 2004.

Formal public works and professional service contracts are overseen by DPW-Contract
Admunistration Section. Other types of procurements are initiated by DPW divisions under
the oversight of DPW-Administrative Services Division. DPW has developed practices and

procedures to govern its procurement process.



Audit Conclusions and Recommendations

Section 7-14 and Section 7-22 of the City Charter provide the Commissioner of Public
Works with the authority to enter into contracts for public works and services. DPW
procurement activities include purchases through formal public works contracts, formal
professional service contracts, standard vouchers, service contracts of up to $25,000 and
inventory purchases of up to $500. Other types of procurements are done through DOA-

Procurement Services Section.
Formal Contracts

Section 7-22-2 of the City Charter requires all work and purchases of materials, supplies,
equipment and services costing more than $25,000 to be purchased through formal contracts
subject to a bidding process. Contracts are to be let to the lowest responsible bidder.
Accordingly, DPW-Contract Administration Section has established a bid process for formal
public works (construction) contracts and a request for proposal (RFP) process for formal

professional service contracts.

The audit disclosed that DPW has developed effective, but unwritten, procedures for letting
formal public works contracts that are followed by DPW personnel. DPW has prepared
comprehensive written procedures for letting formal professional service contracts.
However, these procedures are not always followed. Actions could be taken to promote
greater competition for formal contracts. Additional information could assist the Common

Council in its oversight of contracting activity.

Formal Public Works Contracts:
As shown in Appendix A, in 2004, DPW awarded 142 formal public works contracts totaling
$71.3 million. The audit examined a sample of 6 public works contracts totaling $6.2

million.

DPW has developed procedures to implement City Charter bidding requirements for formal
public works contracts and to ensure that sound procurement practices are followed.
Appendix C provides a summary of these procedures. The audit found that the procedures
are comprehensive and effective. The procedures are understood and followed by DPW
personnel who participate in the contracting process. However, the detailed procedures are



not formalized in a written document. Formal written procedures would help fo ensure that

sound procurement practices continue to be followed.

DPW-Contract Administration Section maintains a file for each formal public works
contract. Each file includes sufficient documentation to ensure that a fair bidding process

occurs. In each case in the audit sample, the low bidder was chosen.

The audit noted that Common Council authorizations for formal public works contracts are
included in some contract files but not in others. Unsuccessful bids are retained for a short
period and then discarded. In some cases, bids are rejected as non-responsive to bid
requirements. 1f such a bid is the low bid on the project, it is kept on file.

Appendix A is a standard DPW spreadsheet listing all formal public works contracts awarded
in 2004. The spreadsheet includes engineering estimates of the cost of each contract as well
as the contract award amounts. For 2004, engineering estimates exceeded bid awards by

$10.7 million.

The audit noted that DPW public works contracts average only 3 to 4 bidders each. In most
instances, the same contractors bid on the same type of contracts. DPW personnel stated that
other contractors often have not established business relationships to help them meet City
requirements for such things as the Emerging Business Enterprise and Residents Preference
Programs. DPW holds an annual contractors’ meeting to review planned projects and City
requirements. The contractors’ meeting is open to all state and area contractors. However,
generally only contractors that regularly do business with the City attend.

Formal Professional Service Contracts:
As shown in Appendix B, DPW awarded 18 formal professional service contracts totaling
$3.1 million in 2005. The audit examined a sample of 4 professional service contracts

totaling $1.6 million.

DPW has prepared written Professional Service Contracting Procedures with the assistance
of DOA-Procurement Services Section. Appendix D provides a summary of these
procedures. An attachment to the procedures provides additional rules for the consultant
selection process. A team of at least three members is to evaluate consultant proposals. The
rules include a requirement that weights be assigned to each selection criterion. Evaluation
forms are to be prepared and signed by each member of the selection team,

-




The Professional Services Contracting Procedures were effective in November 2004. The
audit determined that the procedures are comprehensive, well written and provide for proper
controls over the procurement process.  However, procedural and documentation
requirements were not always followed. DPW personnel stated that full implementation of
the written procedures will occur over time. Reasons for the implementation delay include
the varied nature of professional service contract projects and the time needed to train
cmployees in all divisions to foliow the procedures. Some 2005 professional service
contracts may have been initiated prior to November 2004,

The examination of the audit sample of professional service contract files disclosed the
following noncompliance with the written procedures:

* Professional Service Contract Request forms were not on file in the DPW-Contract
Administration Section for three of the four professional service contracts reviewed.

* None of the four contract files contained written Division Director and DPW
Commissioner preliminary authorization for the projects. DPW personnel stated
that such approvals are usually verbal. All contracts were ultimately signed by the
Commissioner or his designee. ‘

e Contract files for three of the four contracts examined did not contain
documentation of Common Council authorization of the projects. The audit
subsequently obtained this documentation for all contracts in the sample.

» Consultant selection rules require that the criteria on which proposals will be
evaluated and the weight to be given each criterion be included in the RFP. Three
of the four RFP’s in the audit sample included evaluation criteria, but none included
weights. In two cases the evaluation committee assigned weights to the criteria.

e Evaluation forms prepared by members of the evaluation commitice were not
included in two of the four sample contract files.

RFP’s are sent to a pre-selected list of vendors for each professional service contract. In most
cases the contracting division selects vendors that are likely to be able to fulfill the
requirements of the RFP, Ina minority of instances, RFP’s are posted on the DPW web-site.



Recommendation 1: Prepare and Follow Written Procedures

To ensure that all personnel involved in the formal public works contract process are aware
of the practices to be followed, DPW should develop and disseminate written procedures for
procuring formal public works contracts.

DPW should require personnel to follow all requirements of the Professional Service
Contracting Procedures. Checklists should be developed for formal public works and
professional service contract files to ensure that the files contain all necessary documents. At
a minimum, this documentation should include:

e Professional Service Contract Requests.

» Documentation of Division Director and DPW Commissioner approvals of contract
requests.

* Common Council authorization of formal public works and professional service
projects.

» Copies of unsuccessful bids for formal public works contracts. This documentation
may be needed in the event that an unsuccessful bidder was to challenge a contract
award. To reduce the volume of documentation, this could be accomplished by
including a summary of each bid signed by a representative of the contractor.

» Copies of evaluation forms prepared by all members of RFP evaluation committees.

DPW should provide copies of its purchasing procedures and any subsequent changes for all
types of procurements to DOA-Procurement Services Section for review and comment. This
would help to ensure that all DPW purchasing procedures are consistent with sound

procurement practices.

Recommendation 2: Post RFP Notices on Web-site:
To promote competition for formal professional service contracts and to ensure that potential
proposers are aware of RFP’s, notices of all RFP’s should be posted on the DPW web-site.

Recommendation 3: Invite Contractors to Annual Meeting

DPW should invite area contractors who do not regularly bid on City contracts to its annual
contractors” meeting. Contactors attending the meeting would obtain a better understanding
of City requirements and may become more willing to submit bids. This could increase
competition for City contracts.




Recommendation 4: Annual Report to Common Council
To provide the Common Council with meaningful information for its oversight of contacting
activity, DPW should prepare an annual contracting report for the Common Council. This
report should include descriptive information on specific coniracts by category such as sewer,
water, paving, building repair and renovation and other projects. The report should include
the following for each formal public works and professional service contact closed in the past
year:

¢ The date and dollar amount of the contract estimate.

» The date and dollar amount of the bid or proposal.

o The date the contract was closed out and the final cost.
DPW should also report any efficiencies it has achieved in contracting as well as any
problems it has encountered that may require Common Council consideration.

16




Procurements Other than Formal Contracts

Procurements other than formal public works contracts and formal professional service
contracts include purchases by means of standard vouchers, service contracts of up to
$25,000 and inventory purchases of up to $500. These procurements are governed by written
guidelines contained in DPW’s “Purchasing at a Glance” document. The guidelines appear
sufficient to provide for sound purchasing practices. The audit disclosed that the guidelines

were followed with a few exceptions as described below.

Standard Vouchers:

Standard vouchers are used for payments that are not charged against formal contracts or
purchase orders. As shown in Appendix A, in 2004 DPW expended $27.3 million by means
of standard vouchers. The audit examined a sample of 86 standard vouchers. The audit
disclosed that procurement guidelines were adhered to with the following exceptions:

¢ Intwo instances, payments pertaining to formal contracts were not charged against the
contracts, but were incorrectly charged as standard vouchers.

* DPW purchasing guidelines indicate that procurements over $25,000 should be done
through a formal contract. In one instance, a payment of $35,000 for computer
system maintenance was made without a contract. DPW personnel stated work by
this vendor had begun several years ago. The nature and extent of services have
increased in recent years. DPW is currently working with DOA to establish a sole
source contract for this vendor.

* DPW purchasing guidelines allow telephone bids for expenditures for services under
$10,000, with the low bid to be confirmed in writing. Expenditures over $5,000
require three telephone bids. The audit disclosed several instances in which the
number of bids obtained was unclear or the required written documentation was not
obtained. In one case, only one bid was obtained for drywall services costing $6,800.

¢ DPW procedures require an accounting stamp providing the dollar amount, the
accounting distribution and supervisory approval to be applied to invoices paid
through standard vouchers. The audit disclosed several instances in which this stamp

was not used or was not legible.

DOA-Procurement  Services Section personnel stated that the National Institute of
Governmental Purchasers has estimated that use of purchasing cards can reduce transaction
costs for small purchases from 55% to 90%. DPW currently performs an annual review of
Procard use and adjusts cardholders expenditure limits accordingly. Expanding this review io

11




identify opportunities to use Procard instead of standard vouchers could reduce procurement

COsts.

Service Contracts up to $25,000:

In 2004, DPW expended $2.3 million on 157 service contracts of less than $25,000. The
audit sample of 14 service contracts disclosed that DPW purchasing guidelines were followed
with the following exceptions.

* DPW’s Purchase Order/Requisition Request Form requires the signatures of both the
requestor and approver of a service contract. The audit found that one of the sample
service contracts had no approver’s signature and that the requestor and approver
were the same person for three contracts.

» The guidelines state that performance bonds are required for service contracts for
$10,000 or more. Only one of the seven service contacts over $10,000 in the audit
sample included a performance bond requirement,

¢ The guidelines require at least one bid from an EBE vendor for service contracts over
$5,000. The audit sample included 12 service contracts between $5,000 and $25,000.
The audit found no documentation of EBE bids for those 12 contracts.

e If a sole source vendor is used, the Purchase Order/Requisition Form requires an
explanation of the reason. The review of the audit sample disclosed that reasons for
sole source vendors were not always provided.

Inventory Purchases of up to $500:

DPW purchasing procedures for inventory purchases under $500 require that one or more
quotes be obtamned from vendors. In most instances quotes are obtained by telephone. Stores
clerks keep informal records of small purchases until the items are received to ensure that
prices billed are in agreement with invoiced amounts. The informal records are then
discarded.

The audit reviewed eight inventory purchases made by DPW for amounts of $500 or less.
Established procedures were followed without exception.

Recommendation 5: Review Large Standard Voucher Expenditures
DPW personnel should periodically review standard voucher expenditures of over $25,000 to
ensure that procurements are done through formal contracts when required.




Recommendation 6: Require Adherence to Purchasing Guidelines

For consistency in purchasing, DPW should require all divisions to follow the same
procurement procedures. This would include enforcing requirements for obtaining bids and
written documentation of bids, enforcing requirements for accounting stamps and supervisory
approvals and enforcing uniform requirements for procurements of service contracts of up o
§25,000.

Recommendation 7: Review Repetitive Purchasing

DPW should continue to review purchasing records to identify repetitive purchases from the
same vendors and to initiate blanket purchase orders through DOA-Procurement Services
Section where appropriate. DPW should also expand its review of Procard use to identify
opportunities to use Procard instead of standard vouchers.

Recommendation 8: Review Small Inventory Purchase Records

DPW should require that logs of phone quotes or copies of written quotes for inventory
purchases of up to $500 be retained. Supervisory personnel should periodically review these
logs.
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Formal Public Works
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Department of Pubiic Works
Formal Professional Service Contracts Awarded in 2005

Appendix B
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10.

11

12.

13.
14,
15. Contractor is mailed four copies of the contract for signature and returns them to the City

Appendix C

Summary of DPW Formal Public Works Contract Procedures

Plans for various projects are prepared and included in the Capital Program budget.
The Common Council provides authorization of projects.
DPW determines whether a project is assessable or not.
The Common Council provides final approval for the project and budgetary authority is
obtained.
Construction requirements are specified and forwarded to DPW-Administration.
DPW-Administration adds EBE, Residents Preference and Livable Wage requirements to
the specifications.
Notifications of contract offerings are published in the Daily Reporter.
Bids are received and opened (a two week to two month long process after notice is
published in the Daily Reporter).
Bids are sent to the appropriate DPW Division for their review and evaluation,
Results of bids are announced (posted on web-site and published in the Daily Reporter).
Publication indicates who bid and what the bid prices were.
DPW determines the low responsible bidder:

a. Bid amount,

b. Responsiveness to requirements,

¢. Qualifications.
DPW prepares a Schedule of Bids Received. This schedule is signed by staff and the
DPW Commissioner to certify that the contract was awarded to the lowest responsible
bidder, to verify that funds are available and account numbers have been established.
DPW tracks bid award amounts in comparison to estimated amounts.
Firm awarded the contract must submit a performance bond and proof of insurance.
Bid awards may be protested.

for the signatures of the Comptroller, City Attorney and DPW Commissioner.
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Appendix D

Summary of DPW Professional Service Contract Procedures

Preparation of a Professional Services Contract Request Form.
Approval or denial by DPW Divisional Director regarding the appropriateness and use of
a Request for Proposal (RFP) based on mnformation provided in the Contract Request
Form.
Upon receiving preliminary approval by the Divisional Director the Project Manager
needs to identify or secure appropriate authorization allowing DPW to make a contract
award. Such approval may be a line item in the City’s budget, an approved Common
Council authorization concerning entering into a professional service contract or written
authorization by the Commissioner in the event of an emergency.
Preparation of RFP documents once contracting authorization 1is received.
Documentation should include:

s RFP,

¢ Cost estimate for consulting services,

e EBE analysis,

o Method to solicii consultant,

» List of qualified consultants,

e Selection process, evaluation criteria and schedule for selection of the winning

proposal,

» Arrangements for a pre-proposal conference if desirable.
Approval of RFP documents by Divisional Director.
Consultant selection and award including negotiation of a final contract price, Divisional
Director approval, notification to unsuccessful consultants that submitted proposals and
preparation of the standard DPW professional service contract.
Preparation of a Summary Report for use by the Contract Office in maintaining a
database of both formal public works contracts and professional service contracts.
Maintenance of records by the Contract Office. The Contract Office should maintain
various records relating 1o the contracting process including Common Council
resolutions, Contract Requests, Division Director and Commissioner approvals, RFP’s

and lists of consultants solicited, evaluation forms etc.
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i Jeffrey 1. Mantes

Commissioner of Public Works

i
. 5
Milwaukee - dames P Purko
; Department of Public Works Director of Oparations

March 29, 20086

Mr. W. Martin Morics, City Comptroller
Comptroller's Office
City Hall, Room 404

Dear Mr. Morics:

Thank you for the opportunity to review the draft audit of the Department of Public Works’
procurement activities. The audit presents a fair analysis of the Department’s contracting procedures and
performance. We welcome the suggestions for improvement and have already taken steps to implement
a number of them. | would ke to highlight three initiatives we are actively pursuing.

First, per your “Recommendation 1: Prepare and Follow Written Procedures” for awarding formal
contracts, we have now developed such written procedures (see Attachment No. 1). This document has
been distributed to all DPW personnel involved in formal contracting. As your report notes, there are no
apparent problems at present with consistent adherence to formal contracting procedures. However,
having those procedures codified in writing should help ensure that no future problems arise.

- Second, in accord with your "Recommendation 6: Require Adherence o Purchasing Guidelines”,
we have prepared a preliminary draft of written procedures for processing Service Order contracts {see
Attachment No. 2). Once finalized, these procedures will be applied throughout the Department in order
to standardize how we issue Service Orders. We also intend to use these new procedures to emphasize
the importance of providing opportunities to EBE vendors. In addition, the procedures will serve as a tool
for the collection and reporting of EBE data for our smaller contracts.

Third, as your report indicates, while we now have written procedures in place governing
professional service contracts, those procedures were not always strictly followed immediately after the
procedures were established. In part this is because the procedures were new, and it takes awhiie to get
everyone accustomed to them. To ensure that the procedures are followed in the future, we are
instituting a system whereby the Commissioner will not sign a professional service contract until certain
backup documentation has been provided to the Contracts’ Office. Attachment No. 3 describes this new

system in greater detail.

F think there is one point in the audit that may need clarification. The second sentence under the
first bullet point on page 3 states "DPW expended $75.4 million on 344 formal contracts in 2004.” |
assume what this means is that during 2004 there were 344 open contracts each of which received one
or more payments. [t should be noted that these open contracts were not ail awarded in 2004, More than
half of them would have been awarded in previous years. The muiti-year nature of many of our formal
contracts makes reporting contracting activity on an annual basis somewhat difficult and certainly renders
some year {o year comparisons refatively meaningless. As a result, we support your recommendation 4
wherein you propose an annual report consisting largely of information about contracts closed during the
reporting year regardless of year they were awarded.

Frank P. Zeidler Municipal Building, 841 N. Broadway, Milwaukee, Wisconsin 53702 19
Administration, Room 501 (414) 286-8333 4 Fax {414) 2B6-3853 ¢ TDD (414) 286.2025
Contract Administration, Room 508 {414) 286-3314 Fax (414} 286-8110 4 www.mpw.net



Mr. W. Martin Morics
March 29, 2006
Fage 2

Thank you for the opportunity to comment on the draft audit, i you have questions or wish to
discuss any of the above, fee! free to contact Jim Purko at extension 3302 or Tom Milier at extension
3304,

Very iruly yours,

fiey J. Mantes
Commissioner of Public Works

JIM: THM:mra
Attachments
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Attachment #1

To: Division Heads
From: Jeff Mantes, Comissiﬁne;‘/%/) M
Subject: Formal Contracting Procedures

Date: March 29, 2006

As you all know, the Comptroller’s Office has recently completed an audit of DPW's
contracting activities. The audit found no major problems with the department’s formal
contracting procedures. However, it noted that those procedures, while well known
within the department and almost universally followed, were not written down anywhere.
Because we manage so many formal contracts each year and because the people involved
in the contracting process have a good understanding of the system, we are quite
successful in following all the required steps. To ensure we continue our good record,
the Comptroller’s audit recommends that our formal contracting procedures be written
down and distributed to DPW personnel.

Please review the attached FORMAL BID CONTRACTING PROCEDURES and
provide copies to the appropriate members of your staff. Nothing in the written
procedures s intended to alter the way we currently process formal contracts. If you
have any questions about the written procedures, feel free to contact Tom Miller.
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FORMAL BID CONTRACTING PROCEDURES

The contracting process for formal bids is outlined below. This process is to be

followed for all projects where the expected contract value will exceed $25,000. The
enumerated steps describe that process from Initial Project Planning to the issuance of a
Notice to Proceed. There are three agencies responsible for carrying out these steps: The
DPW division that is managing the project (D); The Emerging Business Enterprise Office
(E); and the DPW Contracts Office (C). The agency or agencies primarily responsible
for completing each of the steps are noted.

i.

[FS]

Project identification. A need for the project is identified through the capital
budget planning process or by some other means.
Responsibility: D

Common Council autherization. Council authorization may be provided in the
annual City budget or by separate action. However, for most public improvement
projects, authorization follows a two step process. The Council first approves
preparation of plans, cost estimates, and assessment calculations. Once that
information is complete, the Council approves construction.

Responsibility: D

Assignment of Official Notice Number. The DPW division managing a
particular project takes out an Official Notice number. That number is assigned
by the Contracts Office. Once assigned, the O.N. number becomes the primary
identifier for a project until a formal contract number is assigned.
Responsibility: D& C

Cost estimate analysis (a). The cost estimate is broken down into project
components so that subcontracting opportunities can be identified.
Responsibility: D

Cost estimate analysis (b). The project and its detailed cost estimate are
evaluated to determine Emerging Business Enterprise (EBE), Residents
Preference Program (RPP), and apprenticeship requirements.
Responsibility: C& E

Bid documents. Bid documents are assembled. Included are the project plans,
detatled specifications, General Specifications, and special provisions.
Responsibility: D

Schedule bid opening. A date and time for the project bid opening are
scheduled. Except in unusual circumstances, the bid opening date is always two
weeks after the Official Bid Notice first appears in the Daily Reporter (see #8
below). The location for the bid opening is also established at this time.
Responsibility: C



10.

11.

13.

14.

15,

I6.

Prepare Official Bid Notice. The Official Bid Notice is prepared and the date it
will first appear in the Daily Reporter is selected.
Responsibility: D& C

Publish Official Bid Notice. The Official Notice is sent to the Daily Reporter
and placed on the DPW web page. Notices are pubiished in the paper for six (6)
consecutive days.

Responsibility: C

Bid document distribution. Bid documents are distributed to potential bidders
and plan holder information is entered on the DPW web page. In most cases, a set
of plans and specifications costs $10. An additional $10 is charged if the plans
are mailed to the requesting party.

Responsibility: D & C

Open bids. Bid openings may be attended by the public including inteérested
bidders. Bid amounts are read out loud. It is also announced that bids still must
be reviewed in detail to determine whether they are responsive to all bidding
requirements. Bidders must hold their bid prices good for 45 days after which
they expire unless extended with the bidder’s concurrence.

Responsibility: C

Evaluate bids. The submitted bid documents are evaluated to ensure they meet
all requirements including the appropriate bid bond, signatures where required,
and bid amounts that are internally consistent.

Responsibility: C

Publish bid results. The official bid results are published in the Daily Reporter.

- The results are also posted on the DPW web page.

Responsibility: C

Receive Form “A”. Receive Form “A” (EBE participation plan) from the low
responsive bidder if it was not submitted along with the bid. The low bidder has
three (3) business days after the bid opening to provide this form.
Responsibility: C

Evaluate Form “A”. The form is analyzed to confirm that the subcontractors
listed are certified EBE’s, that the work they will be performing is work they are
certified to do, and that the amount they will be paid meets the EBE requirement
for the project.

Responsibility: C& E

Publish Intent to Award. Publish DPW’s Intent to Award a Contract in the
Daily Reporter. Any bidder has five (3) working days to protest the Intent to
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17.

18.

19.

20.

22,

23.

24.

Award. Protests may only be based upon compliance with EBE program

requirements,
Responsibility: C

Prepare & circulate Schedule of Bids. The Bid Schedule lists the project unit
prices and compares the various bids by line item. Signatures on this document
are required from the Division Director, the Contracts Officer, and the
Commissioner of Public Works. Once signed by the Commissioner, the

Schedule of Bids becomes the formal authorization to award a contract. It verifies
that funds are available, lists appropriate account numbers, and confirms that the
contract will be awarded to the contractor with the lowest responsible bid.
Responsibility: C& D

Conduct new bidder conference. New bidder conferences are only required
when the low bidder has not had a recent DPW contract and has not attended
DPW’s annual contractors” meeting. The purpose of the new bidder conference is
to go over all the reporting requirements the contractor will need to comply with
during the course of the contract. New bidder conferences often double as
preconstruction meetings.

Responsibility: C & D

Award contract. The contract is assembled and 4 copies are provided to the
winning bidder. The contractor has 10 days to sign the contracts and return them
to the Contracts Office. Proper insurance forms and the required payment and
performance bonds must be submitted with the signed contracts.

Responsibility: C

Check contract documents. After the signed contracts are returned, confirm that
bonds, insurance, and all other required paperwork is in order.
Respensibility: C

Commissioner’s signature. Obtain the signature of the Commissioner of DPW

on the contract.
Responsibility: C

Encumber funds. DPW funds are encumbered for the project.
Responsibility: D

Comptroller’s signature. Forward contract to the City Comptroller for

signature.
Responsibility: C

Notice to Proceed. Upon return of the contract from the Comptroller, the
managing division issues a Notice to Proceed. In addition, the Contract Office
mails the contractor a formal “Start” letter.

Responsibility: C & D



Attachment #2

To: All Division Heads

From: Jeff Mantes, Ccmmismamr/?/[/f

Subject: Procedures for Service Orders

The following drafi procedures for processing Service Orders were prepared by members
of your staff who routinely are involved with purchasing activities.

Please review the proposed procedures and provide any comments to me by Friday, April
7. Thanks.




Hophe 3
PROCEDURES FOR SERVICE ORDERS oLl L d U

NOTE: This document is intended fo cover purchasing of services under 325,080, You must still follow the
appropriate procedures for purchasing services over $25,000 (bid / REP) or commodities. Please see the most
recent “Purchasing at'a Glance™ document or contact DPW Administration staff for additional information.

Services are” non-tangible items such as, labor andior intellectual knowledge supplied to complete a maintenance,
repair or planning task, rent, licenses, andfor permissions to use software, equipment or products. It can alsc
include tangible items if the tangible jtems are instailed or consumed by the vendor performing the service. ™

Service Orders Under 35000

* Divisions need to obtain one or more telephone bids, with low bid in writing. Where possible,
one of the bids should be an EBE bidder.

*  Divisions should keep as much documentation as possible, especially for those services above
$2,000. Information to provide include: names of companies contacted, bid amounts and if
appropriate, why the low bidder was not selected. This information may be handwritten or in
whatever format the division deems appropriate.

» This information may be submitted with the invoices for payment. The information will then be
sent to the Comptroller’s Office and scanned into E-Vault along with the invoice.

+ There is no requirement to encumber the funds; however, divisions may want to consider
encumbering funds for recurring items such as copier / fax leases or maintenance agreements.

Service Orders Between. §$5000 and $24.999

*  Divisions should obtain three telephone bids, with the low bid in writing. Service orders over
$10,000 should have three written bids, Efforts should be made to have at least one ERE.

*  Service orders over $3000 must be encumbered using the DPW-Purchase Order/Requisition
Request Form prior to work beginning. An electronic copy of the form is available from DPW
Admin Staff.

*  Funds should be encumbered using a consistent number system beginning with *S”, {Example:
S514(first 3 number of org) 06 (budget year) 0001 (order) = S314060001}

* To ensure consistency, please contact Dave Rochester in DPW Admin to receive a service order
number. Water Works should designate a single person to issue service order numbers.

» For divisions/sections that wish to encumber service order funds on their own, DPW Admin will
send out instructions on how to do this in PeopleSofi. Otherwise, DPW Admin staff will create
the service order in PeopleSoft (except Water Works).

* It may not always be possible to encumber funding prior to work beginning due to emergency
circumstances; however, the funding should be encumbered prior to processing the invoice.

* Service Order paperwork should be retained for a period of seven years, consistent with city
record retention policy.

* A copy of the completed and signed service order cover sheet should be sent to DPW Admin
(Attn: Dave Rochester) for tracking and auditing purposes.

¢ DPW Admin staff will periodically audit service order documentation for completeness.

All Service Orders

*  Service Orders, where the low bid is not the defermining factor in awarding the contract, must
have documentation detailing how the vendor was chosen.

Folicy submitted to Commissioner of Public Works March 2006 26



DPW - PURCHASE ORDER / REQUISITION FORM
{Revised 3/206/2008}
DATE: REQUESY TypE: 7 CREATE PEOPLESOFT DIRECT PO
REQUESTOR: (OHECHK RS (CONTRAGT REFERENCE)
VENDOR CONTRACT #
APPROVER 7 CREATE PECPLESOF T REQUASTION
™ CREATE TPW-SERVICE ORDER (85-CONTRACT;
™ oTER
VENDOR INFORMATION
NAME: } CONTACT PERSON:
ADDRESE: PHONE #:
CITY: l STATE: : ’ L COUE: FAX
BiLL TO: SHIP TO:
HOW MANY VENDORS WERE SOUICITED FOR THIS CONTRACT? NG, OF PROPOSALS RECENED
LIST VENDORS SOLICITED,

18 THERE AN INSURANCE CERTIFICATE ON FILE FOR THIS VENDOR?
7 YES 7 NO

EF USING SOLE-SOURCE VERDOR, PLEASE STATE REASON: (requests for sole sourte shouid be approved by aporopriate division head).

15 THIS VENGOR AN EBE? I ves ro 15 THE VENDOR UISING EBE SUBCONTRACTORS?
WERE ANY EBE VENDORS SOLICITED FOR THIS CONTACT? [~ YES. IF YES STATE THE VENOOR NAME AND THE VALUE OF THE
r vEs EGE PORTION
™ 8O- IF NO, STATE WHY NOT BELOW. VENDOR: AMOUNT: ___ $6.00f
rNo
! L Sl AveERy
IS THERE! W PROGRESS S AE AFFIDAVIT ON FILE FOR THIS VENDOR? myes NG
LINE COMMODITY ) DNIT OF (V5 EXTENDED
# CODE DESCRIPTION QUANTITY | MEASURE COST COSY
$ K R
% - % R
$ - g -
3 - $ -
TOTAL COST $ -
ACCOUNTING DATA
TINE. ) BOOGET
# ACCOUNT EUND ORG PROGRAM | CLASS YEAR PROJECTIGRANT

COMMENTS:{ Attach additionat pages as necassary)

S EOFLESGRT DOCUMENT CREATED: ol CREATED PEOPLESGFT DIREQT PO £
HECH ONE) REFERENCING VENDOR CONTRACT #
- EDITED & BUDGET CHECKED £ CREATED PEOPLESOFT RECUISITION # o
IMETIAL Pk & SREATED GPW SERVICE ORDER #
i GTHER

P
-




Attachment #3

Memo to: Al Division Heads

From: Jeff Mantes, Commissionerfy/f
Subject: Professional Service Contracts

Date: March 29, 2006

As vou know, the Comptroller’s Office has now completed its draft audit of DPW’s
contracting procedures. While no major concerns were identified, the Comptroller did
find a number of areas where we can improve. One of those areas is how we keep track
of our professional service contracts.

The Comptroller acknowledged that we have adequate written professional service
contracting procedures now in place. However, it does not appear that everyone is
following those written procedures. Part of the problem no doubt stems from their
newness. We only put them in writing in late 2004. Thus the 2005 professional service
contracts the Comptroller reviewed were undertaken when the written procedures had

just been inaugurated.

The main problem seems to be that not all the appropriate records for professional service
contracts are getting into a centralized file in the Contracts Office. To remedy this
situation I am asking that all futare professional service contracts submitted to me
for my signature be accompanied by the contract documents listed on the following

page.

The Comptroller has also recommended that our professional service contracts be
advertised on our DPW web page. Therefore, please ensure that vour staff prepares an
appropriate notice whenever you initiate a professional service contract likely to exceed
$25,000 in value. The notice should be provided to the Contracts Office which will place

it on the web page.

Please inform the appropriate staff in your division of this new policy. Thank you for
your assistance and cooperation.
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PROFESSIONAL SERVICE CONTRACTS

The following items shall be included whenever a professional service contract is
submitted to the Commissioner for signature. The Commissioner will not sign a contract
until and unless this information is provided.

I

[

The Request for Proposals or, if an RFP was not used, a statement indicating how
proposals were solicited.

A copy of the selected consultant’s proposal.
The Common Council resclution or budget line item authorizing the contract.

Copies of signed evaluation sheets or other documentation indicating how the
consultant was chosen.

The completed Professional Service Contract Request form. (see first form
attached hereto)

Upon final execution of the contract, the DPW staff person managing the consultant
contract shall complete the Professional Service Contract Information form (see second

form attached hereto) and submit it to the Contracts Office.
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ATTACHMENT #1

CITY OF MILWAUKEE ~ DPW — CONTRACT ADMINISTRATION

PROFESSIONAL SERVICE CONTRACT REQUEST

Name & Title

DPW Division Date

Telephone E-Mail

Brief description of preject and professional service sought

Estimated cost of professional services §

Reasons for Proposed Professional Service Contract. Please check all of the
following that apply. Explain reasons in the space provided below.

o Service required is professional, artistic, scientific, or creative
o Impossible or impractical to develop precise bidding specifications
a Project is experimental in nature

Reasons




Sole Source Professional Service Contract. Any sole source professional service
contract must be approved in writing by the Commissioner when less than $25,000 in
value and must be approved by the Common Council via resolution when greater than
$25,000. Explain reasons for proposed scle source professional service contract below.

Reasons

Signature of Person Filling Out Form

Division Director’s Appreval
pD

Date

ol



ATTACHMENT #4

PROFESSIONAL SERVICE CONTRACT INFORMATION

1. Service to be provided:

2. Date bids/proposals were due;
3. Number of proposals received:
4, Name of firm selected:

5. Value of contract:

6. EBE % of total contract value:
7. Names of EBE subcontractors:
8. Contracﬁ number:

9, Date contract let:

10,  Division letting contract:

11, Contact persom:
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