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COMMONWEALTH of VIRGINIA
Commonwealth Competition Council

James S. Gilmore, ill
Governor

January 7, 2000

TO: The Honorable James S. Gilmore, III
And To

Members of The General Assembly of Virginia

The report contained herein is pursuant to House Joint Resolution No. 709, as approved
by the 1999 General Assembly. The Resolution requested the Department of Mental
Health, Mental Retardation and Substance Abuse Services, the Department of
Corrections, the Department of General Services and the Commonwealth Competition
Council to establish a task force committee to study and analyze the food delivery system
for prisons and mental health hospitals, and to examine alternatives to increase the
efficiency and lower the cost to the Commonwealth's taxpayers, while supporting
maximum inmate assignments within the Department of Corrections.

This report constitutes a staff evaluation and summary of the present food delivery
system operations for Virginia's prisons and mental health hospitals, and an examination
of potential opportunities and alternatives to increase efficiency, competitiveness, and
methods to lower the cost of the food delivery system. The task force committee
recommendations were strongly debated by all members and quite frankly there were
some strong disagreements - the Committee split evenly on certain matters. Accordingly,
the Chairman concluded that the best way to explain our recommendations in depth, is to
offer the staff report, as amended, and also offer an appendix which contains written
comments by all committee members who desired to submit written comments. It should
be noted that the staff recommendations do not detract from supporting the maximum
inmate assignments within the Department of Corrections and, in fact, may enhance
inmate work assignments.

Included in this report is a summary of research data gathered through surveying other
states' food delivery systems for their Department of Corrections, and surveys from the
Commonwealth's prisons and mental health hospitals. Information was also gathered
from federal and state agencies, Commonwealth educational institutions, private sector
Prime Vendor food distributors, consultants, and Virginia Distribution Center suppliers.
We are grateful to the organizations and the participants that assisted in this study. Also
included, as mentioned above, are memorandum letters from committee members.

Embracing the Spirit ofOpportunity
P. O. Box 1475 • Richmond, Vnginia 23218-1475 • (804) 786-0240 • FAX (804) 786-1594
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The task force is particularly appreciative for the work ofDelegate Thelma Drake, chief
patron of the Resolution, who requested the task force to seek methods to maximize the
state's leveraged buying power, and to evaluate the prisons and mental health hospitals
warehouses. She demonstrated a keen interest in this study by attending all task force
deliberations which were conducted at various sites across the Commonwealth.

In compliance with House Joint Resolution No. 709, this report ofthe fmdings and staff
recommendations along with committee member comments are respectfully submitted to
the Governor and the 2000 General Assembly.

cc: The Honorable Thelma Drake
Clerk ofthe Senate
Clerk ofthe House



January 14, 2000

The Honorable 1. Granger Macfarlane
CIO The Commonwealth Competition Council
Richmon~ Virglnia

Dear Mr. Chairman:

Attached are a series of letters expressing the serious concerns of a clear majority
of the H1R709 task force with the manner in which a draft report has been forwarded to
the Division of Legislative Automated Systems (DLAS) without our consent

Included are copies of three letters to you, from a total of five (5) members,
requesting that you call a meeting of the HJR709 task force to consider the contents of
the draft report that has subsequently been forwarded to DLAS. Also, there is a copy 0 fa
letter that a majority of the members sent to the Speaker of the House ofDelegates. In
our letter to the Speaker. five (5) members bave requested that printing of the draft report
be postponed until the full HJR709 task force can meet and discuss the serious concerns
that are raised by the process and content of the draft presentation.

There are many concems with the contents of the draft report that was sent to
DLAS without the .consent of the members. We must reiterate our fundamental concern
that there h~ been no meeting of the HJR709 task force to discuss and vote OD the
findings, conclusions or recommendations contained in the draft report. As in previous
requests. we again request that you call a meeting to consider and vote on the contents 0 f
the draft report. To do anything less would destroy the credibility of any report that may
come from this body.

In the event the draft report is printed without the opportunity for the full HJR709
committee to meet, we expect this letter and all attachments to be entered into the record
and placed in the front ofthe report, directly following your letter of traDSmittaL

~JL~~:;;
Vice Chairman. Commonwealth
Competition Council

&L~"----.
Edwatd C. Morris
Department ofCorrections

Richard E. Kellogg
Department ofMental Heal~Mental
Retardation &. Substance Abuse

Further, please note that including this infcmDation in the draft report does not
constitute the draft's acceptaDce or approval by the undersigned members ofHJR709.

~
Donald C. Wllliams
Departmeat of General Services

=t1L~~
FrankBaum
Citizen Member



January 7, 2000

The Honorable 1. Gnnier ~farime
P.O. Box 201
Roanoke, Vir;ima 24002

Dear Chairmm Macfarlane:

On December 31. 1999, aflcrreceiving your leftC"ofDecember 30. 1999, I W'l'Cte
to you ancl requested that you recomic1er your directioD to cmce1 futu:e meetinp of the
~ i09 Task Force. In my leuer. I asked t1w you schedule a meetin. to ··eiarify our
directions to staff'mc1 proceed to vote aD the contents of the repon." .

As of tociay Iamwy 7, 2000, I have not h=ni frem you or staffconceming my
request However. I am aware that adler members afme Task Force haw bee infozmecl
that there woulel be t10 further meetinp. In fhct, Task Force Member FraDk Sawn
received. aD email from Alllad1 01l1amzazy 4 swinl tbat you were '6yery clear in swing
that there will not be mother task force meetiq.'9 Aicttt discussing this matter with
sevem1 members ofthe Task Force. we have decidecl to 1I'Pe:U. once apiD, for a meeting
of the membership.

As members of the HJ1l 709 Task Force, we do not feel it is apPIOpriate to
forward AI Roth's udraft repo~ datec1 December 21, 1999 to the Competition Council or
the Legislature. The Task Force baa never acma1ly discussecl iu fiDdmp, conclusions or
recommendations. To accept the l'eCO","'eada!:icms thal~bas developed without
de1ibentiol1 ami CODSeDSU would damage die credibiliry ofmy report tbal may come
from the Task Force. There are I1DIIICOUS issues conveyed in A1 Roth'$ dmft report mat
need. clari1ieatiollaad veriDcariaa. Likewise, then are ccmclusiODS that are not sbared by
members of the Task Force. .Some.Task Force memben do not feel that me outline that
was~ at die _ meedDl was followed. We c10 not feel it is 3pPlOpriate to

circumvent tb8 deIibemIive pracess.

Unfonlid~ some members did DOt receive your letter ofDecember 30. 1999
until this weet. For iDstaDce one member's letter was pos=arked 011Jazwary 3. 2000
and received the Dm day. Surely, tbis occumd due to the l1oliday. but AI Roth's
response to Mr. Baum on January 4 is resrenable. In his emaiL AI Roth statecl that as
you .•statee1 in (your] 12130/99 memo to all task force members. ifyou have any
commentS pertaiDing to the d%aft report they are to be submiueci to me by Friday, January
fit ..• Given the depth ofconcerns dw the three agencies involved in this prcject. as well
JS other members oCme Task Foree. it is JUSt not fair to expect responses. even if they
were J;'propriue. in three days.



Inclosing, we feel that it is necessary to meet and discuss any draft that would go
ro~ard from this Task Force. To do any less would be an abdication ofour
~esponsibility to provide a fair and unbiased report. We request that fUrther deliberations
occur at a meeting to be scheduled in the near future. when all members can attend. At
chat time~ we can discuss the concerns that each orus has with Al Roth's draft report.

We look fOrNata to hearing from you in the very n=ar fUmre.

Sincerely,

Donald C. Williams
Department of General Services

Richard B. Fisher
Department ofMema1 Health.

Mental Retardation & SubstaDee
A.buse Services

C; The Hoaorable G. Bryan Slater
The Honorable Emmcct W. Hanger, Jr.
The Honorable Thelma Drake

M-.~/
Edward C. Morris
DeputweDt ofCorrections



COMMONWE.~LTH of VIRGINI..4.
Depan:menr oj·General Services

Dec=m.ber 31t 1999
ConakJ c. WilliamS
OintdQr

O.B.5mit
OeoutY Oirec=r

WiUIam G. Poston
o...,onc=r

The Honorable I. Gtmger MacfariaDe
P. O. Box 201
Roanoke. Virginia 24002

202 NotU't Nimt"l Street
Suite 209

RJc:nmond. Virginia 232'9-3402
VoicarroO (804) iB&-e1 52

FAX (804) 37'~305

V!A fax to 186-1594, mclmail to addressee

Dem- Chairman Macfarlane:

This a1omiDl. I received a faxecl copy oia letter addressecl to members of
HlR709 Task Force, duecl D=ember 30, 1999. In that letter you ask that members of
the Task Force slDCl =mmems on the cum:m ..draft report" to "AI Rom by January ~.
rrom the iDfomwion in the letter, it~ that comments offered by membm will
serve to forgo a meeting to review the current .,draft" and vote on its CODtems aDd
conclusiODS.

On December 21, I received a copy of the "draft report" prepared by staff: Along
with oth~ I was disappointed. to see the fOrmal used in the Table ofContents. and
surprised by some of tho conciusioDs that have been nnjlarerally~ared by staff:

To that end. I feel strongiy that the Task Force members should have a role in the
developmeDt of the acma1 report. Thcrefo~ I am requesting mat a m_g of the full
Task Force be ccmvmeCl to clalify our directicms to swtand proceed"CO vote on the
contentS ofthe report.

While I qree witb ScaaIDr HaDpr's interest in completiq ofthis project, I
believe it waaIclbe impradeDt to pmceecL as outlined in your letter ofDecember 30,
without a fall mriew of the fo6drafl" Thank you for your amsrmce in resolving this issue.

c: The Honorable G. Bryan Slater
The Honorable Emmett W. Hanger. Jr.
The Honomble Thelma Drake
Members. HJ'R. 709 Task Force



January 12~ 2000

The Honorable S. Vance Wilkins
Speaker of the House of Delegates
Room 635
General Assembly Building
Richmon~ Virginia 23219

Dear tv1r. Speaker:

The undersigned members afthe HJR 709 task force write to
inform you of an issue of great importance.

It is our understanding that the Division ofLegislative Automated
Systems (DLAS) has been asked to print a report attributed to the task
force, despite the fact that the task force has never voted OD-the
recommendations that are included in the draft that bas been forwarded.
As evidenced by the attached copies of letters sent to the cbairman ofthe
task force, we have voiced our concerns about the content of the draft
report. noting that the task force has Dever voted OD the content or
recommendations that were included in the draft.

Although we represent a majority of task force members, our
request for a meeting was not honored and a draft report was forwarded to
the DivisioD ofLegislative Automated Systems without our knowledge.

We ask that you instruct DLAS to postpOne the printing of the
draft report. which bas been assigned the number "HD61," until the task
force can meet and deliberate over the content ofa report.

ThaDk you for your consideration of this matter•

•
DoaaIIlC WiDi..
DepatIiWUtJ ofOeaenl Services

C2:w..l..J)~
Richard E. Kellogg
Department ofMental Health.
Mental Retardation and Substance
Abuse Services

&~e,~"'--
Edward C. Monis
DepartmeDt ofCorrections

*-'--.k ~~............
FrankBaum
Citizen Member

•



Letter to Mr. Speaker
Pase .2

c: The Honorable G. Bryan Slater
The Honorable Emmett W. Hanger. Jr.
The Honorable Thelma Drake
The Honorable Eric I. Cantor
The Honorable Bruce F. Jamerson
Mr. Bill Wilson
Mr. E. M. Miller
Members. HJR.709 Task Force



Executive Summary

Table of Contents

i-vi

Page

•

I.
II.
III.

IV.

V.
VI.
VII.

Introduction 1
Study Methodology 2
Analysis of the Food Delivery System for Prisons and Mental Health Hospitals '" 2
• Mandatory Sources of Procurement 3

V' .. D' 'b' C ..,- lrglnla Istr1 utlon enter J

- Department of Corrections Agribusiness Operations .3
Multiple Procurement Systems .4
Cost Analysis of the Food Delivery System .4
- Direct Costs 4
- Indirect Costs 6

Alternatives to the Current Food Delivery System 7
• ~~Best Practices~' and Supply Chain Management - KPMG, LLP 8

Prime Vendor Programs 8
- Federal Subsistence Prime Vendor Program 8
- Virginia Department of Agriculture and Consumer Services 14
- Virginia Polytechnic Institute and State University 15.
- State ofNew York Prime Vendor Program !7
Prime Vendor Presentations and Proposal 22
- Doughtie's-SYSCO Food Services~ Inc 23
- SYSCO Food Services ofVirginia, Inc 23
- .A.dvantages of Broadline Prime Vendor Food Service Distributors 24

Task Force Member Presentations 25
Survey Results From the States' Food Delivery Systems for Prisons 26
Survey Results From Virginia's Prisons and Mental Health Hospitals 35

APPENDICES 51
A. Staff Conclusions and Recommendations .
B. Task Force Member Comments .
C. Dissenting Comments .
D. House Joint Resolution No. 709 (1999) .
E. Virginia Distribution Center Presentation Brief .
F. Food Delivery System - Federal Subsistence Prime Vendor Program :
G. Department of Agriculture and Consumer Services Presentation Brief .
H. Virginia Polytechnic Institute and State University Presentation Brief. ..
I. Doughtie~s-SySCO Food Services, Inc. Presentation Brief .
J. SYSCO Food Services of Virginia, Inc. Presentation Brief .
K. KPMG. LLP Presentation Brief. .
L. DMHMRSAS Presentation Brief. .
M. Department of Corrections Presentation Brief. .
N. State of New York Prime Vendor ~·Contract Award Notification~' .
O. States' SUI'\fey Instrument .
P. Virginia Customer Survey Instrument .





TASK FORCE STUDY ON THE FOOD DELIVERY SYSTEM FOR THE
PRISONS AND MENTAL HEALTH HOSPITALS IN VIRGINIA

EXECUTIVE SUMMARY

This report represents the first legislative directed study of the food delivery system
for prisons and mental health hospitals covering the entire process from food and food related
procurement to delivery of products to the end user.

A previous study was completed in 1998 by the COMPETE CENTER of the College
ofWilliam and Mary under contract with the Department ofPlanning and Budget. The study
recommended a more thorough analysis of the current food delivery system.

To accomplish its mission~ the task force studied both internal and external sources
that playa major role in the food delivery system for prisons and mental health hospitals.

In order to first detennine the financial extent of the food delivery system, the task.
force examined the direct cost of the volume of food and food related products. As detailed
in the body of this report~ the Commonwealth had expenditures of $60.2 million in Fiscal
Year 1999 in food and food related products. Of this amount~ $38.8 million was the
combined expenditure for prisons and mental health hospitals from all sources - The Virginia
Distribution Center~ Corrections agribusiness enterprises~ and direct purchases from private
vendors. These costs do not include the costs of any contracted privately-operated food
operations or the food cost of the Department of Health's Nutrition Program for Women.
Infants and Children (WIC).

In addition to the direct costs, there are significant indirect/overhead costs associated
\vith the present food delivery system. These indirect/overhead costs occur in the form of
multiple procurement systems, an excessive amount of procurement activity (372 food
vendors), administrative/management overhead~ food warehouse and storage space
(approximately 387,000 square feet, including the new 128,000 square foot Virginia
Distribution Center), staffassociated 'W'ith all warehouse operations (approximately 127 full~

time equivalents), and food and food related inventory in the \varehouses and facilities
($10,043,364 on June 30, 1999).

There is also opportunity costs associated with the present system by not maximizing
volume food purchasing and by not taking advantage of ~~opportunity buys'~ offered by
vendors. Due to the extent of all these related costs and factors, the task force did not attempt
to detennine their precise costs. but they do playa significant role in the total cost of the food
delivery system.



An examination of all these components was necessary to fulfill the major
req~irements of House Joint Resolution No. 709 which mandated:

•
•

•

•

A holistic study of the food delivery system for prisons and mental health hospitals:
An examination of alternatives to increase efficiency~ competition~ and methods to
lower the cost to the Commonwealth ~ s taxpayers;
Promotion of private sector involvement in setting up a competitive framework to
determine the most efficient method ofproviding goods and services;
Support for maximum inmate assignments within the Department of Corrections.

Related to these components, the chiefpatron ofthe Resolution charged the task force
to seek methods to maximize the state's leveraged buying power to obtain volume food
pricing, and to examine the facilities warehousing footprint to evaluate if private sector
practices can reduce the cost of food deliveries.

In order to satisfy all these challenges, the task force conducte~ publicly advertised
meetings across the Commonwealth in Harrisonburg, Portsmouth, Roanoke, and RicrunondJ
At these meetings the task force invited officials from the federal Defense Logistics Agency\
the Virginia Distribution Center, the Virginia Department of Agriculture and Consumer
Services~ and Virginia Polytechnic Institute and State University to discuss and present their
respective food delivery systems. Private sector Prime Vendor food distributors were also
invited to present their capability in serving the Commonwealth's food delivery system
needs. The KPMG Consulting Group made a presentation on "best practices" and supply
chain management. The task force also heard presentations on "cook-chilf' teclmo!ogy, and
from the Department of Corrections staff and a Virginia Distribution Center supplier.

Information from presentations is discussed in the body of this report and summaries
of the presentation briefs are included in the appendices.

The task force also collected significant and informative data on Virginia food and
food related procurement and sources ofsupply. Surveys were sent to all the states requesting
data on their respective food delivery systems for prisons. Surveys were also sent to the

Commonwealth's prisons and mental health hospitals.

The task force toured the Virginia Distribution Center warehouse and the Richfood
food distribution center, the largest center in the Richmond area.

Summarv of Findings From the States' Food Deliverv Systems

Since corrections facilities constitute the largest customer of food deliveries in
Virginia government, the task force sent surveys to all fifty (50) Departments ofCorrections

11



in the states, including the Virginia Department of Corrections. Thirty-five (35) states
responded, a 70% response rate.

The surveys indicate that the size of the customer base is not indicative of the. type of
model that is used by a state. For example, the State ofNew York with 72,000 inmates and
71 prison facilities~ uses a Prime Vendor for food procurement ($40 million) and ""just-in
time" deliveries which has reduced food inventory to 7 to 10 days, compared to Virginia's
prisons \vith a 45 day requirement. On June 30, 1999, the actual inventory was 70.3 days.

NeVv° York's Prime Vendor program has reduced the annual cost of its food delivery
system for mental health hospitals, prisons, and other state agencies by $3.3 million. It is a
statewide contract in which 175 state agency locations, political subdivisions, and eligible
nonprofit organizations can order from the Prime Vendor contract, estimated by the state to
have a total value of over $61 million. New York is also unique in that it operates two central
·'cook-chill" facilities, one for prisons and one for mental health hospitals.

Significant findings from the thirty-five responding states reveals the follo",oing:

•

•

•

Nineteen states do not operate their own central food warehouse. Dfthe sixteen that
operate a central warehouse, fifteen are mandated sources of supply;

Only six states operating central warehouses charge a mark-up on their products:
California (150/0), Delaware (1 %), Iowa (50/0), Montana (7%), New Jersey (10%)~ and
Virginia (8%

);

Nineteen of the thirty-five states, excluding Virginia~ reported having contracts "\vith
Prime Vendor food distributors;

Of the nineteen Prime Vendor states, thirteen require ··just-in-time" deliveries to
the end-user to increase efficiency and reduce warehouse space, labor and inventoryo;

Only twenty-three states maintain food warehouses at their prisons. Of those
reporting the square footage, the four states with the highest amount of food
\varehouse space at their prisons are: Michigan (204,467 square feet), Virginia
(186,540 square feet), Louisiana (172,200 square feet), and Oklahoma (170.000
square feet);

• Four categories of food inventory on hand were requested: Three states reported less.
than 15 days; fourteen states reported 15 to 30 days; eleven states, including Virginia.
reported an average of30 to 60 days on hand; three states reported more than 60 days:

The survey asked the question, "How many private food and food service supply
vendors did your prisons buy from in your latest fiscal year?" Virginia~s Department
of Corrections reported the highest amount with 296 vendors.
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The thirty-five states responding to the survey are listed in the body of this report
including a section on general comments provided by the states.

Summarv of Findings From VirKinia's Prisons and Mentalljealth Hospitals

The Division of Legislative Services assisted in the development of the survey to
Virginia customers in order to receive unbiased information. The survev was desi2I1ed to., ~

detennine the demographics of the various locations, on-site food warehousing and storage.
service and quality levels, and a comparison of food and food related expenditures between
the state's mandated sources of supply and private vendors. Fifty (50) corrections facilities
were surveyed, forty-two (42) responded, a 84% response rate. The t\velve (12) mental health
hospitals that represent all fifteen (15) hospitals were surveyed ,vith a 1000/0 response rate.

Significant findings from Virginia's customers reveals the following:

•

•

•

•

•

•

There exists a significant amount of on-site food warehouse and storage space. In
addition to the newly designed 128~OOO square foot Virginia Distribution Center, th~
field locations have 259,024 square feet of food \varehouse/storage space, a total of

387,024 square feet; ".

A significant amount of funds is tied up in food and food related inventory in these
warehouses. On June 30, 1999, the Virginia Distribution Center had a selling price
inventory on hand of $3,407,964, the prisons inventory was $6,096,994 and the
mental health hospitals had $538,406 on hand, a total 0[$10,043,364;

Prisons are required to keep a 4S day food inventory in stock according to the
~'unwritten~' policies of the Department of Corrections; mental health hospitals
reported an average ofa 30 day food supply inventory on hand~

The majority of facilities receive monthly orders from state sources, \\"hereas it is
more frequent to receive daily or weekly deliveries from private vendors;

The majority ofthe hospitals would like to see an improvement in service. Eight (8)
of the twelve hospitals support "just-in-time" deliveries. There is also prison support
for "just-in-time" deliveries notwithstanding the current 45 day supply requirement.

A number of customers ordered a majority of their food and food related supplies
from private vendors (as high as 78%), compared to orders from state mandated
sources of supply;

In ranking service, quality, and delivery between the private vendors and state
mandated sources of supply, both prisons and mental health hospitals ranked the
private vendors higher than state mandated sources~

IV



State sources of supply provide insufficient financial controls to assist customers:

The present food delivery system does not use· ·~state-of-the art~' automated on-line
ordering and inventory management control practices;

The multi-level procurement process~ including two mandatory sources of supply. is
an anti-competitive practice which deprives businesses of the opportunity to compete:

The current food delivery system does not maximize the state ~ s leveraged buying
power. In fiscal year 1999, state agencies purchased 41 % from the VDC and 59%
from other sources;

Lack of competition can cause products to have higher prices and lower deliveries.

The facilities responding to the customer survey are listed in the body of this report
including sections on general comments provided by the facilities.

Alternatives to the Current Svstem Studied bv the Task force

In addition to alternative systems provided by the states' surveys, the task force heard
presentations on alternative systems from federal and state agencies, consultants, and Prime
Vendor food distributors. All presenters testified to the potential cost savings to th~

Commonwealth. These alternatives range from: maintaining t~e current system \-"hile
increasing the depth and breadth of services offered and performing value added services fOf
the end users; outsource the entire food distribution operation to a third party; and a hybrid
system defined as partnering with a food service distributor for warehousing and cost
effective ~~just-in-time" delivery services.

Conclusions

Staff conclusions and recommendations have been included for reference purposes
in Appendix A.

Recommendations

Staff conclusions and recommendations have been included for reference pruposes
in Appendix A.
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REPORT OF THE TASK FORCE TO STUDY AND ANALYZE THE FOOD
DELIVERY SYSTEM FOR PRISONS AND MENTAL HEALTH HOSPITALS

AND TO EXAMINE ALTERNATIVES TO INCREASE EFFICIENCY AND
LOWER THE COST TO THE COMMONWEALTH'S TAXPAYERS WHILE

SUPPORTING MAXIMUM INMATE ASSIGNMENTS WITHIN THE
DEPARTMENT OF CORRECTIONS

To
The Governor and the Members of the General Assembly of Virginia

Richmond, Virginia

January 7,2000

I. INTRODUCTION

House Joint Resolution No. 709 (1999) requested the Department of Mental Health.
Mental Retardation and Substance Abuse Services~ the Department of Corrections. the
Department of General Services and the Commonwealth Competition Council to establish
a task force to study and analyze the food delivery system for prisons and mental health
hospitals~ and to examine alternatives to increase efficiency and lower the cost to the
Commonwealth ~ s taxpayers while supporting maximum inmate assignments within the
Department of Corrections.

The Resolution also called for a promotion of private sector involvement in setting
up a competitive framework to determine the most cost efficient method ofproviding goods.

The task force was also charged to seek methods to maximize the state ~s leveraged
buying po\,\l-er to obtain volume food pricing and, to examine the facility warehousing
tootprint to evaluate if private sector practices can reduce the cost of food deliveries-

Collectively. these charges required a total revie\\J" of the food delivery system. from
tood procurement to food delivery to the end user. It should be noted~ however, that the task
force did not attempt to conduct a ··market baskef~ revie\v of food and food related prices_

. A market basis comparison is a complex issue_ A direct product to product cost comparison
does not adequately capture the true cost of the state ~ s food delivery system that has costs
related to inventory management and other major logistical functions. Initial price is only
one component of the total cost of the food delivery stream and is subject to a variety of



factors. such as. product volume~ product quality (name brands vs. non-brand names) type
of product number of deliveries to end user, and length of proposed contract. Since food
pricing is only one aspect of the total cost of a food delivery system~ the results can be
misleading and inconclusive. A previous administrative study by the COMPETE CENTER
of the College of William and Mary attempted to perfonn a sample ~·market baskef~ study
\vith five food distributors without conclusive reSUlts.!

With the extensive data, research, and findings detailed in this report~ the task force
has diligently accomplished the mission directed by the 1999 General Assembly.

II. STUDY METHODOLOGY

The task force conducted publicly advertised meetings across the Commonwealth in
Harrisonburg, Portsmouth, Roanoke and Richmond over a period of six months.

The task force collected data and gathered information from a multitude of sources.
The Department of Accounts, the Auditor of Public Accounts, the Virginia Distribution
Center, the central offices of the Department of Mental Health,- Mental Retardation and.
Substances Abuse Services (MHMRSAS) and the Department of Corrections (DOC)
provided the essential financial infonnation discussed in this report. Previous food
delivery/distribution studies conducted by the federal General Accounting Office and
administrative studies performed for the Commonwealth were reviewed and discussed.

Included in this report is a sununary ofresearch data gathered through surveying other
states ~ .food delivery systems for their Department of Corrections, and surveys of the
Commonwealth~s prisons and mental health hospitals. Infonnation was also gathered through
presentations by federal and state agencies, private sector food distributors. consultants~ the
Virginia Distribution Center and suppliers, and the Departments of WUvIR.SAS and DOC.

III. ANALYSIS OF THE FOOD DELIVERY SYSTEM FOR PRISONS AND
MENTAL HEALTH HOSPITALS

Whereas House Joint Resolution No. 709 (1999) clearly stated the need to recognize
and acknowledge the need to promote healthy competition and entrepreneurial spirit to

I "Analysis of Product Distribution System for Virginia Correctional Facilities and
?v1ental Health/Mental Retardation and Substance Abuse Services:~ January 14. 1998.
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increase efficiency and lower costs, this study finds that the current food delivery system
does not provide for maximum competitive effectiveness or entrepreneurship, and precludes
the Common\vealth from maximizing its leveraged buying po\ver.
Mandatorv Sources of Procurement

The Common\vealth has wo mandatory sources for food and food related
procurement: The Virginia Distribution Center (VDC) and the DOC Agribusiness
Operations. In addition to these sources, ther~ is significant procurement activity \-vith private
vendors. The prisons are required to buy from both the VDC and the DOC ~.c\gribusiness

Operations~ \vhereas, the mental health hospitals are required to buy only from the VDC.

The Virginia Distribution Center .. The VDC was created in 1960 by Senate
Document 8.. 1960. Title 2.1, Chapter 32~ Article 3, §2.1-451 of the Code ofVirginia requires
the VDC to be a mandatory source and §2.1-454.1B gives the Department of General
Services the statutory authority to administer the VDC. The Department of General Services
Agency Procurement and Surplus Property Manual, Chapter 2~ lists the \!DC as a
mandatory source \vith the following statement made in Chapter 2. Section 2.1 e, the basi~

of\vhich is found in §2.l-442 of the Code of Virginia.

··An agency may not use its local purchasing authority to purchase an item
from another source that is available from the VDC without a written waiver
from the VDC Manager.~'

Department of Corrections Agribusiness Operations - Title 53.1~ Chapter 2.
Article 3. §53.1-47 of the Code of Virginia requires that agencies and institutions of the
Commonwealth purchase articles and services produced or manufactured by persons
confined to state correctional institutions unless they are exempted under the provisions of
§53.1-48. The Department of Corrections Food Senrice Operations Manu.al, Chapter 7.
"'Purchasing'\ dated July 1999, contains the follo\\"ing statements:

"'Only the following sources of purchased foods, supplies and/or
equipment will be used:

1. Correctional Enterprise or DOC Agribusiness Operations: If an item
is stocked by either Enterprise or Agribusiness operations. it must be
procured from this source.

') Division of Purchases and Supply, Virginia Distribution Center: If an
item is stocked by the Division of Purchases and Supply (DP&S) VDC~
it must be procured from the VDC. IfVDC does not ship a particular



item ordered with the monthly food order, this item may then be
ordered from another source once it is determined by the Regional Food
Operations Director that there is an immediate need for the item. ~~

Multiple Procurement Systems

The next section of this report provides more details of the volume of food and food
related purchases for prisons and mental health hospitals during fiscal year 1999. The task
force fIrst had to detennine the natW"e and sources ofthese purchases in order to evaluate the
extent of the food and food related purchasing activity relating to these facilities.

There are numerous levels of procurement activity in order to get product to the facilities:

•

•

•

•

The VDC carries approximately 600 food and food related items in stock and
purchased $31 million from 76 food vendors to service all its customers. The VDC
operates as an internal service fund and covers its cost ofoperations with an 8 percent
markup on its products;
Over 300 private vendors were used by the mental health hospitals and prisons t~

purchase food and food related items;
Prisons and mental health hospitals purchased $22.7 million (58.5%) in food and fooer
related products from the VDC and $16.1 million (41.5%) from private vendors and
other sources, including prison purchases from the DOC Agribusiness Operations;
Ofthe $16.1 million in purchases made outside of the VDC~ approximately $8 million
\vas from DOC Agribusiness Operations and over $900,000 was purchased through
the American Express charge program with purchase limits of up to $5~OOO per
charge.

The mental health hospitals buy off state contracts issued by the Division of
Purchases and Supply for items not carried by VDC. They can also purchase non-contract
food items directly from private vendors. The prisons purchasing is through four separate
regional offices. Each region is separately responsible for the food procurement activities for
the prisons in their regions. As prescribed in the DOC Food Services Operations Manual.
each prison within a region can purchase up to $5~OOO from a single order without fonnal
competitive bidding. Orders in excess of$5,000 are forwarded to the Division of Purchases
and Supply for competitive procurement processing.

Cost Analvsis of the Fo~d Delivery System

Direct Costs
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To determine the financial extent of the food delivery system for prisons and mental
health hospitals, "the task force examined the direct costs of the volume of food and related
products purchased in fiscal year 1999. As sho~·n Table 1, the Common\vealth had
expenditures of $60.2 million in fiscal year 1999 (exciuding contracted food services and the
WIC program) in food and food related product purchases. Of this amount. $38.8 million \vas

the combined expenditures for prisons and mental health facilities from all sources.

Table 1

FOOD AND FOOD RELATED PURCHASES - FISCAL YEAR 1999

[ntormatlon pro\. Idt:d b~ the VIrginia DIstributIOn Center.
2 R~presents purchasl::S of food and food related products from all other sources other than the

Virginia Distribution Center. [ncludes purchases from the Department of Corrections agribusinl::ss operations.
3 Information pro\id~d by the Depanml::nt of Accounts. Figures include total food and food related purchases from the Virginia
Distribution Center and all other sources by all state agencies with the exception of the Department of Health's WlC program
(\\·omt:n. Infants & Childrens' Program) and contracted food servict: operations.

Purchases Purchases From Total Food & Food
From the Virginia Private Vendors & Related

Entities Distribution Center I Otber Sources 2 Purchases j

Department of Corrections $19,214,480 $12.022589 $31.237.069

Mental Health Facilities 3,493,488 4,071.881 7,565.369
a

Subtotals - Corrections & Mental Health $22,707,968 (58.5%) $16,094,470 (41.50/0) $38,802,438 (100%)
(See Note Below)

!
I

Department of Juvenile Justice 296.380 964.735 1.261.115
!

State Colleges & Universities 1,243,945 17~332,207 18.576.152 I
!

Other State Agencies 418~799 1,112,512 L531.311 ,

Total State Agency Purchases $24,667,092 (41%) $35,503,924 (59%) $60,171,016 (100%)

Non-state Entity Purchases $3,438,613

Total Food and Food Related Purchases
From the Virginia Distribution Center $28,105,705

I
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Indirect Costs

In addition to the direct costs, there are significant indirect!overhead costs associated
\vith the present food delivery system. These costs occur in the form of:

1. The multiple procurement activities discussed above~

2. Utilization of approximately 400 food vendors (VDC-76, facilities 296+)
3. Administrative/management overhead;
4. Square footage of food warehouse and storage space (hospitals-72,484~ prisons

186,540, new Virginia Distribution Center-128,OOO); a total of387,024 square feet:
5. State staff associated with all warehouse operations (hospitals-49.7S~ prisons-48.

Virginia Distribution Center-29); a total of 126.75 full-time equivalents;
6. Food and food related inventory in the warehouses and facilities ($10,043,364 on Jun~

30, 1999) as follows: (Reducing inventories to 7 days would release $S to 56 million)

a. Virginia Distribution Center - $3,407,964 (based on selling price)
b. Mental Health Hospitals 538,406*
c. Prisons and related facilities - 6.096.994** 2

$10,043,364

*

**

The mental health hospitals inventory of $538,406 is approximately 85% of the
average monthly consumption of food and food related items and equates to a 25.5
day supply on hand. Seven hospitals reported a 15 to 30 day supply and five reported
a 30 to 60 day supply on hand.

The prisons inventory of$6,096,994 is approximately 234% ofthe average monthly .
consumption of food and food related items and equates to a 70.3 day supply on
hand. Seven prisons reported a 15 to 30 day supply and thirty-four reported a 30 to
60 day supply on hand. The inventory on hand contradicts the statement made in a
recent audit as noted below:

In 1998, the following statement is made in a audit by the Auditor ofPublic Accounts
regarding the prison privatization at Lawrenceville Correctional Center: ·-As part of
this evaluation, Corrections will assess whether they can use design features an~
operating procedures used by the private facility to reduce their operating costs.
Corrections is starting to implement some of the cost-saving strategies already

:2 '-Department of Corrections and Virginia Parole Board, Report on Audit For the Year
Ended June 30~ 1998", P.l 0, Audit by the Auditor of Public Accounts.
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identified at Lawrenceville. These strategies include reducing the amount of food

supply storage from thirty to seven days." 2

IV. ALTERNATIVES TO THE CURRENT FOOD DELIVERY SYSTEM

'''Best Practices" and Supply Chain Management - KPMG, LLP

Partners of KPMG Consulting, a national consulting group~ presented an overvie\v on
their experiences in best practices in logistics, inventory and warehouse management~ supply
chain management and distribution in government and in the retail and consumer products
industries. KPMG has had consulting engagements with the Defense Logistics Agency. the
Naval Sea Systems Command, and major private companies including General Electric.
Sears, Xerox, Westinghouse, Hughes Aircraft~ and food organizations including the Kroger
Company~ Associated Grocers, Giant Eagle Stores, Fannland Foods, Heinz, and United
Grocers. KPMG discussed the challenges and opportunities related to the institutional food
distribution channel. Their discussion focused on three primary alternatives:

•

Base Case - defined as maintaining the existing state-operated distribution channel
'with increased depth and breadth of services and performing value added services:.
Outsource - defined as outsourcing the entire food distribution operation to a third.
party;
Hybrid - defined as partnering with a food service distributor for warehousing and
delivery services.

Based on information provided to the consultants on the state's current food
purchases~ inventories, ordering and delivery schedules, they considered the following
components of the food distribution supply chain: overall supply chain costs; inventory
carrying cost; assortment; deliver frequency; order accuracy; product quality; and
administration. Their judgment is that the base case is not the most desirable distribution
operation due to the low volume of the operation. It is the consultant's opinion that an
operation with less than $1 billion in sales cannot compete on a level playing field \vith
today's market leaders. Even with guaranteed favorable pricing on procurement, the cost of
overhead (administration, systems support, physical distribution, etc.) is a heavy burden.

The consultants recommend that a clear vision be developed for the supply chain to
include: (1) overall strategy-what functions should the state manage and ~'hat functions'
should be outsourced? (2) performance measurement- what performance measures should
the state measure itself against? (3)- procurement strategy-purchase direct from vendors or
outsource the entire operation? (4) distribution strategy-what should be the role, form and
function of the distribution operations? and (5) delivery strategy-frequencies of deliveries.

The experience of the consultants is that a 10 to 20 percent cost savings potential can
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be realized with ne~· supply chain management principles.

Prime Vendor Programs

Federal Subsistence Prime Vendor Proeram. The major driver for implementing the
federal government's subsistence prime vendor program ~·as a study by the United States
General Accounting Office.3

Excerpts from the General AccountiD& Office Executive Summarv

Purpose

GAO focused on the food supply system for feeding troops within the United States. GAO
compared DOD's logistics practices for supplying food with those used by the food service
industry to identify practices DOD could adopt to reduce its logistics costs.

Background

The Defense Personnel Support Center (DPSC), a component of the Defense Logistics
Agency (DLA), purchases more than 90 percent ofthe food supplied to military "end-users~~

-- dining halls, hospitals, and other facilities that feed troops. DPSC obtains discounts by
buying food in large quantities from producers.

Food is stored in 25 warehouses located across the United States. Upon receiving requisitions
for food, DLA transports the items from its warehouses to the military installations. At each
installation, a base warehouse stores the food until it receives orders from its end-users. The
food is then delivered to or picked up by the end-users.

Private sector end-users obtain their food from distributors. Distributors deal \vith these end
users on a day-ta-day basis, including taking orders and making direct deliveries.

Results in Brief

While making some limited use of food distributors, DOD's food supply system is generally
outmoded and inefficient. Its multiple layers ofwarehouses between producers and end-users
encourages large inventories of food items at all levels.

Many of the costs DOD incurs for holding, handling, and transporting large quantities of

:; DOD FOOD INVENTORY, '"Using Private Sector Practices Can Reduce Costs and
Eliminate Problems~', GAOINSIAD-93-110, Report dated June 4, 1993.
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food are unnecessary because the existing network of private sector full-line distributors
could supply food to DOD much more efficiently. Because ofheavy competition \vithin the
industry~ distributors have a financial incentive to cut their costs, keep their prices 10\v. and
provide excellent customer service. Large food service companies \vith many end-users rely
on distributors to deliver food to their end-users.

Principal Findings

Food Supply System
Encourages Large
Inventories and Slow
Turnover

Food Supply System
Incurs Unnecessary Costs

Food Service Industry
Employs Efficient
Logistics Practices

DOD's Use of Private
Sector Practices
Demonstrates Benefits

Recommendations

DOD's large food inventories and slo\\-' turnover are primarily"
due to the multilayered supply system. which has created a
number of inefficiencies.

DOD will continue to incur unnecessary costs as long as it
retains the current supply system. If DOD significantly
expanded its use of distributors. it could eliminate depot
storage of food and many base warehouse activities.

The private sector avoids many of the problems experienced
by the military food supply system· by reducing or eliminating.
"middlemen." By relying on full-line food service distributors
to move both perishable and semi-perishable food from
suppliers to end-users, food service companies and end-users
do not incur the direct costs of holding, handling. and
transporting food.

DOD is taking several steps to reduce its investment in food
inventories and modify some of its distribution practices by
using distributors on a limited basis to supply food to
installations. Certain installations obtain all their food from
distributors. Officials said that these efforts have resulted in
reduced costs, improved food quality. and better customer
service.

DOD's comprehensive inventory reduction plan~ issued in
1990, states that "where DOD requirements can be met
through commercial distribution systems in a timely manner
and cost-effective manner, no value is added by pushing items
through the DOD warehousing systems.

GAO recommends that the Secretary of Defense direct the
services and DLA to conduct a demonstration project of an
expanded use of full-line distributors delivering food directly
to end-users. GAO further recommends that the Secretary
ensure that DOD eliminates base warehouse activities that are
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Agency Comments

close to one another and have redundant functions.

As GAO recommended~ DOD plans to conduct a demonstration
project to test the feasibility of expanding the use of distributors.
DOD also said it will develop a plan to eliminate base warehouses
activities that are operating within close proximity to one another
and!or have redundant functions.

Prime Vendor Prolram Implementation

After successful demonstration projects, the Department of Defense, through the
Defense Logistics Agency, began implementation ofthe subsistence prime vendor program
in 1995. The program is now fully implemented worldwide.

Facts on tbe Subsistence Prime Vendor (SPV) Program
(Information provided by the Defense Logistics Agency - Ft. Belvoir, VA)

Background

•

•

•

•

•

One of the major drivers of the Spy program was the General Accounting Office
Report on "~DOD FOOD INVENTORY - Using Private Sector Practices Can Reduce
Costs and Eliminate Problems.~'

Spy utilizes the commercial practice of utilizing full-line distributors to support
subsistence deliveries directly to the end-user customer.

Benefits of the program include delivery within 24 to 48 hours oforder, access to the
vendor's full commercial catalog as well as opportunities for infrastructure and
inventory savings. This provides customers with an opportunity to obtain the types
of commercial items available to the private sector and to take advantage of labor
savings products such as prepared foods. .

The SPY program was developed to tap into the commercial practices for supporting
mass dining situations. It enables the DOD to eliminate warehouses, reduce
infrastructure costs and to eliminate the need to carry an inventory.

Implementation of this program started in 1995 in the continental United States and
all continental United States activities are now part of the program.
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Customer Servi'ce

•

•

•

The Spy program has received good revie\vs from customers. On a scale of 1 to 5
\vith 5 the besL customers have rated the program overall as a 4.3. Account Managers
are assigned to customers to serve as the focal point for supporting those customers.

Under the Spy program~ the DOD has been able to significantly reduce the inventory
levels of dining hall food.

Customer order times have been reduced from 30 to 75 days do\vn to 24 to 48 hours.
Additionally, customers can receive deliveries up to six days a week. This enables
the customer to eliminate the need to cam' their O\\in inventorv and most customers. .
have closed~ downsized or reutilized their food warehouses.

A sample of 18 Spy customers showed that they had achieved annual reoccurring
savinQ's of almost $8 million and a one time savinQ:5 ofover $24 million bv Q'oing to....... ...... ~..... ""-

the Spy program. '
•

The Spy program customers use the Subsistence Total Ordering and Receipts System
(STORES) which has been developed for one..stop shopping~ allowing customers to
order all their subsistence requirements. This provides a full cycle system that
eliminates the need for paper and greatly reduces administrative lead times.

The National Allowance Pricing (NAP) Program

• The NAP was developed to work with manufacturers as part of the SPV program..
Allowances are negotiated directly with manufacturers to be utilized by the Prime
Vendors. Savings in 1998 reached almost $8 million. This is how it works:

DLA negotiates with manufactures and leverages total requirements. DLA then gets
discounts over what the manufacturers sells to their regular customers. For example.
Kellogg~s sells its cases of cereal for $22 per case. DLA negotiates with Kellogg's
and based on DLA's buying power, customers pay $18 per case.

Footnote: As of March 1999, the SPY program had 57 Prime Vendors. The major Prime Vendor
in the Virginia region is Doughtie's-SYSCO Food Services. Inc.. of Portsmouth, \\lith an a\varded
four-year $77.6 million contract servicing all 18 military installations in Tidewater and Eastern
Virginia.
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Excerpts From Federal Reports on the Federal Subsistence Prime Vendor Pro&ram

•

•

•

•

Report of Deputy Undersecretary of Defense to Congress - February 13, 1996

"The Prime Vendor System has been demonstrated to be a feasible and viable method of
providing high quality food for stateside enviromnent. With the lessons learned during the
demonstratio~ the potential for optimizing the use ofconunercial food systems "-'ill continue
to be realized. We are aggressively expanding the Prime Vendor approach throughout the
continental United States." The following are excerpts from reports by the Defense Personnel
Support Center, Office of Internal Review.

Study of Prime Vendor Customer Savings - March 20, 1996

Scope .. Seven of thirty-eight Prime Vendor customers in the Southeast \\-ith sales of$33.7
million during FY 1995.

Summary Evaluation - The study disclosed that during the FY 1995 demonstration period
customers saved $3.3 million by using Prime Vendors. Savings resulted from customers
permanently closing the subsistence warehouse and relocating all warehouse personnel.
Also, $5 million in savings realized in inventory reduction as the warehouse inventory was
consumed and the customers did not reinvest capital in inventory.

Study of Prime Vendor Customer Savings - March 27, 1997

Scope - Nine Prime Vendor customers in the Southeast \-vith sales of $21.7 million during
FY 1996.

Summary Evaluation - The study disclosed that customers saved $1.5 million using the
Prime Vendor system. Operational savings
resulted from closing the subsistence
warehouse and relocating persoIUlel. In
addition to operational savings, customers had
a one-time savings of54.9 million, consisting
of $1.2 million in not replacing warehouse
equipment and $3.7 million saved in inventory
reduction.

Study of Prime Vendor Customer Savings - November 12, 1997

Scope - Two Prime Vendor customers in the Northeast with sales of$12 million in FY 1997.

Summary Evaluation - Customers saved $123,800 in operating costs using the Prime
Vendor program to purchase products and a one-time savings of S69,685 resulting from an
inventory reduction.
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Study of Prime Vendor Customer Savings - August 19,1997

Scope - Three Prime Vendor customers in the Maryland/Virginia area with sales of 55.6
million during FY 1997.
Summary Evaluation - The study disclosed that customers saved 5636,082 using the Prime
Vendor program to purchase products. Savings resulted from customers closing the
subsistence warehouse operations and relocating personnel. In addition to operational
savings. customers had a one-time savings 0[$373,419 in inventory reduction. As inventory
was consumed. customers did not reinvest capital in inventory.

Subsistence Prime Vendor Customer Survey Results for FY 98 - March 1999

Response Rate - Of the 50 Prime Vendor contracts available in FY 1998, 34 \\<"ere surveyed.

Overall Satisfaction - 98% of customers rated overall satisfaction with their Prime Vendors
as acceptable. very good and excellent. 820/0 rated the Prime Vendors as very good

or excellent.

The studies show a consistent savings by the agency and their customers in personnel.
overhead. buildings. equipment, transportation and support services. Customers reduced their
inventories and stopped having to invest monies in maintaining those "inventories. The collective.
assessment at all levels in the Department of Defense is that the net result was a significant savings.
Combining the savings \\<ith process improvements have resulted in increased customer satisfaction.

The Defense Logistics Agency generally charges a 6 percent mark-up, which is negotiable.
to its customers to cover the overhead and administrative expense of the program.

The Commonwealth should investigate the possibility of contracting with the federal
subsistence prime vendor program for state agencies. The program could also be expanded to include
the political subdivisions of the Commonwealth.

Presidential Executive Order

The Spy program fulfills the requirements of Executive Order 12615 of November
19,1987 w"hich states in part:

"The head of each Executive department and agency shall. to the extent permined by la\v:

(a) Ensure that new Federal Government requirements for commercial
activities are provided by private industry, except where statute or
national security requires government performance or where private
industry costs are unreasonable."

SiQned: Ronald Reagan~ November 19. 1987
~ ....
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Vir2inia Department of Agriculture and Consumer Services

The Food Distribution Program managed by the Virginia Department ofAgriculture
and Consumer Services (VDACS) uses a Prime Vendor commercial distributor system to
service its customers.

Prior to the early 1980's, VDACS distributed USDA donated foods to recipient
agencies by requiring them to come to a centralized pick-up point on short notice \vith
\vhatever vehicles they had available and they had to store their food items in \vhatever
facilities were available. VDACS determined that it needed a more efficient and effective
food distribution system and decided that private sector food distributors could be utilized
to manage and deliver USDA donated foods in the same manner they deliver commercial
food items.

The agency hired the consulting finn of Mixon & Associates in 1981 to help develop
its commercial distributor system. VDACS has been successful in servicing all areas of th~
state by contracting with food service distributors since that time. Distributors submit bids
per case of food handled that cover four price P9ints: fee for \ve"ekly delivery~ fee for bi-·
weekly delivery, fee for agency pick-up, and fee for storage beyond an initial 60 day storage
tenn. A bidder must have the facilities for storage, a variety of fleet vehicles, and a computer
program capable of generating required infonnation about individual agency accounts.

Three Prime Vendors are currently under contract with VDACS to distribute
"'

approximately $20 million worth of USDA donated foods to eligible recipient agencies
located throughout the state. The Prime Vendors service 132 public school districts (\vith
deliveries made to approximately 1~350 individual school sites); 96 state or private schools:
163 public and private non-profit institutions (including 59 state facilities such as hospitals
and correctional facilities); and 107 summer camps and summer feeding programs.

VDACS states that the advantages of their current Prime Vendor distribution
system include:

•
•
•
•

•

Use of private sector expertise in inventory control and food delivery;
Eliminates customers' investment in facilities and associated personnel costs:
Low delivery costs for recipient agencies resulting"from competitive bidding;
Standard delivery costs \\'"ithin a region that eliminates excessive charges for remotely
located agencies and standard delivery costs for a year;
Delivery frequency based on agency needs, appropriate food storage, and
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transportation.
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Virl:inia Polvtechnic Institute and State Universitv

Virginia Polytechnic Institute and State University (Virginia Tech) revised its food
delivery system in June 1995 by contracting with a Prime Vendor to improve services to both
the university and its students.

Virginia Tech ~ s first Prime Vendor contract was with PYA/Monarch and its current
Prime Vendor contract, effective July 1, 1998, is with US Food Services, Roanoke Division.

Background

Virginia Tech's Prime Vendor culinary services program is managed by the
Department of Residential and Dining Programs. The fiscal year 2000 culinary services
program has a $20 million operating budget, consisting ofa $7 million food and food supply
budget, to serve 15,000 meals a day. The program is the 11 th largest dining operation in the

United States on a university campus.

Reasons for Changing to Prime Vending

The state-operated food delivery system would not deliver to all operating units of
Virginia Tech ~ s dining programs. The timeliness of the deliveries was inadequate - it took
two to three weeks from order to delivery, and the state-operated system was considered to
not be cost effective. Virginia Tech implemented a Prime Vendor program to improve
customer satisfaction and to increase efficiency. Other reasons included:

•
•

•
•

•
•

•

A reduction in the carrying cost and the amount of inventory on hand;
A reduction in the costs to support the university's centralized warehouse and
the potential for reallocation of personnel to direct services to students;
A reduction in the lead time and administrative work for purchasing activities:
An increase in efficiency by not handling, inventorying, or accounting for food
products multiple times;
More flexibility for managers to try new items and regulate their own stock:
Successful implementation of Prime Vendor programs at Kent State
University~ Duke University, and the University of Connecticut;
Removal of concern for out-of stock situations;
A reduction in the amount ofvendors supplying commodities.

Virginia Tech is very pleased with the success of its Prime Vendor program. It is
meeting and exceeding customer needs and expectations. The Prime Vendor contract has
resulted in a drastic reduction of purchase orders and vendors. With the Prime Vendor
contract, only purchase orders for perishable foods remain.
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Results of Virginia Tech's Prime Vendor Program

l\verage annual operating savings of $280.000;

Inventorv reduced from a hi£h of $700.000 to an avera2:e of $150.000:., ""-,,. ..... .

•

•

•

•

•

Volume discounts achievable since Prime Vendor serves thousands of
businesses nationwide;

Lo\.vest meal fees for universities in the State of Virginia;

Superior services:
- Prime Vendors are experts at what they do.
- Deliveries 5 days per week to 6 different locations.
- 990/0 fill rate.
- Orders placed 2 days in advance of deliveries.

Excellent flexibility:
- Order from 7,800 stock items compared to 600 items in state-operated

system.
- Response to customer needs in one day.

Value-added services and cost competitiveness:
- Food is billed at Prime Vendor's purchase cost plus a per case delivery fee.

Rebate of 1% on all purchases.
Discount of 112 o~ on all 14 day prompt payments.
(Rebates totaled $70,000 in fiscal year 1999)
On-site service representative - a $52,000 value.
On-line electronic ordering system.
Improvement in financial controls to assist managing the food budget.

The savings above are based on Virginia Tech~s approximately $7 million in food
purchases.

Notwithstanding the potential of $5 to $6 million in immediate savings from
reducing mental health hospitals and prison inventories discussed earlier in this report. an
extrapolation of Virginia Tech's savings in its annual cost of ordering, receiving. carrying
and storage to the $38.8 million in food and food related purchases by mental health hospitals
and prisons in fiscal year 1999, could result in additional annual savings of $1.6 million.
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State of New York Prime Vendor Program

Background

Ne\-v York State first engaged the consulting firm of KPMG Consulting to study its
food delivery system to state agencies during the administration of Governor Mario Cuomo.
The current administration of Governor George Pataki supported the Prime Vendor concept
and New York State initiated its statewide Prime Vendor program on July 1, 1995. At the
time of the bid opening, the state had already closed its first food warehouse/distribution
system.

The first contract with SYSCO Food Services of Albany was started as a "pilof"
program and was limited to facilities in the New York City and Long Island regions that
previously were serviced by the state's other food warehouse/distribution system. The state
closed this second warehouse/distribution system in October 1995 and the Prime Vendor
contract was extended to all state agencies throughout the state.

The central warehouses had been in business since the 1960's. The warehouse
. I

equipment was sold and part of the warehouse space is now leased to the private sector. The
displaced personnel were reassigned to other state positions, took other jobs with the private
sector, and some retired.

In addition to the main statewide Prime Vendor contract, the state also has other
regional contracts for milk and bread.

The main Prime Vendor contract was rebid on November 3~ 1998. Over eighty (80)
vendors were solicited and two (2) responsible bids were received. The contract was a\\:arded
to SYSCO Food Services of Albany. It is a statewide contract to service l75 state locations

and is open for the first time to non-state agencies and eligible nonprofit organizations to
purchase food, food related items, household items, sundries, and custodial supplies. The
contract period runs from May 1,1999 to April 30, 2002, with the option to cancel the
contract after April 30, 2000. The contract has an estimated value of $61 million. A copy of
the ~~Contract Award Notification" is included in the appendices.

Participation

In addition to servicing 175 state agency locations, the following non-state agencies
and nonprofit organizations are also eligible to participate in the Prime Vendor contract:

Any officer, board, or agency of a political subdivision, or of a district therein
(counties~ county nursing homes and jails, cities, towns, villages~ school districts).
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•

•

•

•

•

Volunteer fire companies.

Boards of Cooperative Educational Services.

Institutions for the instruction of the deaf and blind.

Volunteer ambulance services.

Any public authority or public benefit corporation of the state.

Nonprofit non-public elementary and secondary schools.

Nonprofit independent colleges and universities.

Nonprofit~ non-public hospitals~ residential health care or mental hygiene facilities.

Contract Components

•
The main Prime Vendor contract is not a mandatory source for participants. For

competitive purposes~ state agencies may competitively purchase commodities in lieu of
using the Prime Vendor contract when the resultant price is less than the contract price.

An agency must provide the state contractor with an opportunity to match the noo
contract savings and the contractor is allowed a minimum of hvo business days to respond
to the agency~s request to match the non-contract savings.

In addition~ the state reserves the right to negotiate lower pricing or to advertise for
bids~ \.vhichever is in the state~s best interest. Some of the main features of the Prime Vendor
contract include:

•

•

The Prime Vendor has a selection ofover 10,000 items. Approximately 5.000 items
are actually purchased. Four hundred items account for 80 percent of total purchases.

The Prime Vendor~s mark-up on products is as follows:

- Dairy Products
- Meat & Poultry

Foods - 7.240/0
- Bottled. Canned

& Dry Items

- 6.38%
- 6.380/0

& Produce
- 7.00%

Non-Food Items - 7.24%
Fresh Fruit

- 6.38%
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•

•

•

•

•

Reductions For High Value Orders:

- Deliverv bv Contractor
$10,000 to $19,999.99: 1/4% reduction from total order
$20,000 or more: 1/20/0 reduction from total order

- Deliver\! b\! Manufacturer or Processor
$10,000 to $19,999.99: 40/0 reduction from total order
$20,000 or more: 2.5% reduction from total order

Drop Charges: Agencies may be charged a ~~drop" charge for orders less than $ 1,500.

Purchase Orders and Frequent Deliveries: The contractor must accept electronically
transmitted and facsimile transmitted orders up to 48 hours in advance of the
regularly scheduled delivery date. The contractor must be able to deliver at least t\vice
a week to all locations. Some larger facilities receive three deliveries per week.

Cook-Chill Production Plants: The state operates t\Vo ;~cook-chill" plants, one in
Rome, New York operated by the Department of Correctional Services, and one in·
Orangeburg, New York operated by the Office of Mental Health. Both plants order
extensively from the Prime Vendor. In addition to direct deliveries to state agencies.
the Prime Vendor delivers directly to the plants. Products produced by the plants are
delivered to their client facilities with their own vehicles.

Addition of Products: The contractor cannot refuse a request from the state to add a .
product if the product is readily available from a supplier.

Customer Support:

Software: Agencies capable ofelectronic data interchange must be provided
software by the Prime Vendor at no charge.

Reports: Every three months the Prime Vendor shall provide four types of reports:

• Aggregate total sales report for each site.
• A descending listing by total value for each item/product delivered.
• Aggregate sales by item showing quantity and value.
• Individual listing of total dollar value for each order/invoice for each site.

• Rebates: Rebates, allowances, and special pricing are provided in the Prime Vendor' s
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costs and reflected in the prices charged to the state.

Auditing Requirements: The state (or its designee) retains the right to verify and audit
costs~ billings. pricing~ agreements, allowances. promotions. and rebates on a monthly
basis. The state may also conduct on-site verification and auditine: at least once a Year.

~ ~ ~

Product Requirements: The sites have the right to demand on request verification that
the specifications and grades for the food ordered are being provided by the
contractor; and the state has the right to request samples at no charge and test any
product purchased by the sites in order to determine \\'hether the item is acceptable
and meets specifications and grades.

Historical Experience

In the past, the State ofNew York maintained two \varehouse/distribution centers and
a fleet to deliver product. The maintenance of the fleet, employee costs. plant and equipment
costs. tracking late deliveries have been eliminated. Client agencies are more satisfied \vitq
the current technology and a better till rate, better delivery record~ better product selection.
lower on-site inventories, and contractor responsiveness to menu changes. •

With a better fill rate and frequent deliveries based on "just-in-time" projections~ the
on-site food inventory has been reduced to 7 to 10 days. Overall; New York's Prime Vendor
program has reduced the annual cost of its food and food related delivery system for mental
health hospitals, correctional facilities, prisons, and other facilities by $3.3 million.

Prime Vendor Contract Information From New York State Officials

I. November 29, 1999 - William Schaefer, Director of the Bureau of Nutritional
Services, New York State Office of Mental Health (518) 473-8341

1. Prime Vendor program works exceptionally well.

2. Prices are lower than state~s previous program run by the state.

3. Extremely high fill rate - 99.7%.

4. Prime Vendor program provides freedom of choice and high flexibility for
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products.
5. Prime Vendor program'5 "just-in-time" deliveries have reduced inventories

to less than one week on hand and it \vill be reducinQ: inventorv to 2 to 3 davs- . ~

on hand.

II. December 6, 1999 - Mr. Herb Rosenblum, Director, Purchasing & Contracts, New
York State Office of Children and Family Services (518) 473-4429

1. Program works very well. Overall success is excellent.

2. Much better variety of products than previous state-operated system.

3. Major reduction in inventories due to twice a week deliveries.

4. Excellent deliveries and fill rates compared to state-operated system.

5. Pricing - in many instances, prices are lower than the previolls state-operated
system.

6. Outstanding financial reports provided to manage the food budget.

III. December 6, 1999 - Ms. Mary Sickler, Director, Health Services (Nutritionist),
New York State Office of Children and Family Services (518) 486-7629

1. Tremendous major improvements over state-operated system.

2. Much better relationship with Prime Vendor than \vith state-operated
system.

3. SYSCO-top quality products.

4. Only problem confronted is that the three different SYSCO locations in the
state have different inventories and stock item numbers which makes the
master menu preparation sometimes difficult.

5. The other minor concern is that the order price sometimes varies with the
delivered price.

IV. December 6, 1999 - Ms. Helen Lewis, Director, Nutrition Services New York
State Office of Mental Retardation and Developmental Disabilities (518) 474-2724
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1. Great improvement over state-operated system and very pleased ""ith Prime
Vendor.

2. Much less headaches than vvith the state-operated system.
3. State-operated system - 920/0 fill rate. SYSCO- 99+% fill rate.

4. Inventories \\i'ere four vveeks on hand \vith state-operated system. Inventories
are now two weeks on hand with SYSCO and can be reduced more \\i'ith the
high till rate.

5. No problems \\i"ith Prime Vendor in getting product.

6. Overall prices are down from state-operated system and prices have been
contained.

v. December 7, 1999 - Mr. Bill Leaver, Supervisor of Procurement & Distribution,
New York State Department of Correctional Services (315) 339-6880

1. Prime Vendor program has been very helpful and has worked very well.

2. Prices are very competitive. SYSCO's obligation is to find the best price
meeting the Department's specifications and requirements.

•

3. The Department can locate any product from any source and SYSCO \vill
stock the item.

4. Inventories reduced to 7 to 10 days due to Prime Vendor· s ",,"arehouse and

distribution capabilities - average monthly inventory is now $1.9 million
(72,000 inmates). With previous state-operated warehouse system, the average
inventory in stock was 30 days at an average monthly value of $5.3 million
(60,000+ inmates).

5. Minimum deliveries with Prime Vendor are twice a week and Prime Vendor
\vill deliver daily if needed. Prisons tum over the stock at least three times per
month.

6. No concerns with emergencies or any problems, such as lockdoV\Jns or \veather.
since they can call immediately and get deliveries within a matter of

hours.

Prime Vendor Presentations and Proposal

Three broadline Prime Vendors \vere invited to make presentations to the task force:
Doughtie's-SYSCO Food Services, Portsmouth; US Food Services, Roanoke; and SYSCO



Food Services of Virginia, Harrisonburg. US Food Services was unable to make a
presentation, but \vas represented by Virginia Tech discussed above.
Doughtie's-SYSCO Food Services, Inc. (Portsmouth, Virginia)

Doughtie's Food Services, Inc. was purchased by the SYSCO Corporation in August
1999 and is no\v a vvhollv-owned division of America's leading: food service distribution

~ ~

company. Doughtie's is a $90 million major broadline food service distributor.

In addition to major private customers, Doughties serves as the Prime Vendor for all
shore-based Hampton Roads military dining halls. The company is also one of three Prime
Vendors under contract with the Virginia Department ofAgriculture and Consumer Services
USDA commodity program serving 50 Virginia institutions. Doughtie~s supports over 2.000
customers throughout Virginia, Maryland, and northeastern North Carolina.

As a subsidiary ofthe SYSCO organization, Doughtie's brings the purchasing power
and buying leverage ofa $17 billion company to its customers and will be able to offer over
10,000 food and food related products to its customers upon completion of its new 250,000
square foot distribution center in Hampton Roads. '

. .
Doughtie's recommended to the task force a demonstration project to enable the

Commonwealth to evaluate the reduction in its overall food service supply chain costs.

SYSCO Food Services of Viminia, Inc. (Harrisonburg, Virginia)

SYSCO Food Services of Virginia, Inc. is a $165 million major broadline food
distributor serving over 3000 customers in Virginia, West Virginia, North Carolina.·
Pennsylvania, and Maryland with a 210,000 square foot ·';state·of-the-arf~ distribution center
in Harrisonburg, Virginia.

As a subsidiary of the SYSCO organization, it brings the purchasing power of a $17
billion company to its customers and is able to offer over 10,000 food and food related
products to its customers. SYSCO Corporation, a publicly-owned company, fields the
largest food service distribution technical Quality Assurance staff in the United States.
SYSCO quality assurance continually inspects products in the field, during production~ at
redistribution centers, and at six product evaluation laboratories around the country arid
periodically conducts product Quality Audits at pre-selected SYSCO operating companies
prior to shipment to its customers.

SYSCO Food Services of Virginia claims to have the best fill rates in the industry
(+99.25%). The President of the firm stated that the state's volume of food purchasing is
excellent leverage for obtaining the best food prices on a competitive basis.
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The SYSCO affiliates in Virginia can accomplish the complete food service
distribution/delivery function for all mental health hospitals~ prisons, other state agencies.
local governments. and non-profit organizations.

Advantages of Major Broadline Prime Vendor Food Service Distributors

Prime Vendors warehouse food, beverage, and food supply items in their o\\'n
\varehouses and provide next day deliveries directly to customer sites. This approach allo\\'s
customers to eliminate significant back-up stock and quickly obtain just about anything they
require \vithout the overhead ofmanaging the food distribution function. The greatest savings
opportunities are achievable by reducing or eliminating labor, warehouse space~ and
overhead expense in the total food delivery chain. Major broadline Prime Vendors provide:

•

•

•

•

•

•

•

•

•

•

Extensive Quality Assurance Program at Manufacturer and Distribution Locations:

Professional Buyer Negotiations with Manufacturers to Obtain Best Pricing;

Extensive Product Selection (10,000 + Items);

Consistent 98°-lc> + Order Fill Rates;

Extensive Brand name and Private Label Options;

Automated Direct Order Entry with On-Hand Stock Level Visibility;

Frequent ·'Just-In-Time~' Deliveries (Eliminates Extensive Inventory Levels)~

Next Day ··Just-In-Time" Deliveries Statewide;

Streamlining the Overall Food DeliverylDistribution System;

Quick Access to New Products on the Market;

High Inventory Turns Ensuring Fresher Product;

Customized Management Information Reports Available Based on Customer
Requirements Facilitating Customer Financial Management Function;

Product Knowledge & Education Training: for Customers.
~ ~



v. Task Force Member Presentations

Department of Mental Health, Mental Retardation, and Substance Abuse Services

The Department ofMental Health, Mental Retardation, and Substance Abuse Services
(DMHMRSAS) presented its food service program to the task force~ primarily to illustrate
the advantages of its use of··cook-chilr~ technology. Cook-chill technology is a process in
which food is prepared five days in advance during one eight hour shift. Just before
consumption, food is reheated to 180 degrees. What has cook-chill done for DrvIHNfRSAS?
Skilled cooking staffare more fully utilized in food production duties, daily food production
overage/waste is reduced, and food inventory is reduced. Virginia's Department of
Corrections does not utilize cook-chill technology. A review ofthe states' survey infonnation
detailed in this report indicates that some states are using cook-chill technology.

Department of Corrections

Since one of the charges of the task force was to examine the facility warehousing
footprint of the facilities, the Department of Corrections presented a report on how their,
warehouses help to meet their security mission and support emergency services.

As shown earlier in this report, the Department of Corrections warehouses total
186,540 square feet. The Department feels that having an acceptable supply offood on hand~

generally 30 days~ is critical to safely relocating inmates in an emergency and to serve as a
link in the Virginia emergency services network.4

Vendor Presentation

The task force member, who is vendor of the Virginia Distribution Center, requested

~ Reference to the Virginia prison survey comments in this report will show that the
Department has a policy of keeping a 45 day supply of food in inventory. In some cases~ prisons
have more than 45 days on hand. On June 30, 1999, the inventory was $6.1 million, a 70.3 day
supply.
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the president of Man of N.Y~ another Vir2inia Distribution Center vendor~ to make a- .
presentation to the task force. The presenter is also the chainnan ofThe National Right To
Compete Foundation. The main essence of this presentation \vas not to support the Prime
Vendor concept. 5

VI. Survey Results From Tbe States' Food Delivery Systems For Prisons
Since corrections facilities constitute the largest customer in most states, the task

force sent surveys to all fifty (50) Departments of Corrections in the states. including the
Virginia Department of Corrections. A copy of the survey instrument is included as an
appendix.

The follo\\i"ing thirty-five (35) states responded. a 70 percent response rate.

1. Alabama 13. Kentuckv * ?- Ne\\i" Mexico *
~

-,.
2. Arkansas 14. Louisiana * 26. New York *
3. California 15. Maine * 27. North Carolina
4. Colorado 16. Massachusetts * 28. Oklahoma *
5. Connecticut * 17. Michigan * 29. Pennsylvania ok

6. Delaware 18. Minnesota x 30.. South Carolina
7. Florida * 19. Mississippi 3l. Tennessee x

8. Georgia 20. Missouri ok '"l? Utah *-'_.

9. Hawaii * 21. Montana 33. Virginia
10. Idaho * 22. Nevada 34. Wisconsin
11. Iowa 23. Ne\v Hampshire 35. Wyoming *
12. Kansas * 24. New Jersey

* These nineteen states do not operate their own central food \varehouse.

The surveys indicate that the size of the customer base is not indicativ~ of the type of
model that is used by a state. For example, the state of New York with the second highest
number of inmates at 72,000 and 71 prison facilities, the third highest, uses a Prime Vendor
and "just-in-time" deliveries which has reduced its food inventory to 7 to 10 days.
Virginia ~s prisons food inventory on June 30, 1999 was 70.3 days.

New York's Prime Vendor program has reduced the annual cost of its food.delivery
system for mental health hospitals, prisons, and other state agencies by $3.3 million. It is a

5 Reference to the comments from the states' surveys in this report shows that the Prime
Vendor concept has been successful.
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statewide contract in which 175 state agency locations, political subdivisions, and eligible
nonprofit organizations can order from the Prime Vendor contract., estimated by the state to
have a total value of over $61 million.

New York is also unique in that it operates two central ··cook·chill~' facilities, one for
prisons and one for mental health hospitals.

More details on New York's program are found in this section and in the section on
Prime Vendor Programs detailed earlier in this report. A copy of the State of New York
Prime Vendor '·Contract Award Notification" is included in the appendices.
States Operatine a Central Food Warehouse

The following sixteen (16) states operate their own central food warehouse, fifteen
(15) of which are mandated sources of supply, with only six (6) charging a mark-up on their
products:

State Mandated Source of Supply
Alabama Yes

Arkansas Yes

California Yes

Colorado Yes

Delaware Yes

Georgia Yes

Iowa Yes

Mississippi Yes

Montana Yes

Nevada 'No

New Hampshire Yes

New Jersey Yes
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North Carolina

South Carolina

Virginia

Wisconsin

Yes

Yes

Yes

Yes

States With Private Prime Vendor Contracts

Nineteen (19) of the thirty-five (35) states have contracts \vith private Prime Vendors.
Thirteen (13) of these Prime Vendor states require ··just-in-time~~ deliveries to the end user.
The state survey instrument included this description: "'Just in time" delivery procurement
means volume purchasing from food distributors who provide the necessary warehouse
space and delivery of products to the end-user, usually the next day, to synchronize th~

delivery with planned usage. The table below shows "just-in-time" deliveries have
increased the efficiency and reduced the costs of the states ~ food delivery systems.

Results of Just-in-Time Deliveries 2

J ust-in-Time Just-in-Time
Delivery By Delivery By Increase Reduction Reduction Reduction in

State Prime Vendor state warehouse in efficiency in warebouse space in staff Invent0l!'

California I No No nfa nfa nfa n.a

Connecticut Yes - Yes - - -

Delaware! Yes Yes Yes . - -

Florida Yes - Yes Yes Yes Yes

Idaho No - nfa n.fa nfa n a

[owa I Yes No Yes - . Yes I
Kentucky No - nfa nfa n/a n,a

Maine Yes - Yes Yes . Yes

Massachusens Yes . Yes Yes Yes Yes
-

Michigan Yes . - - - -

Minnesota No - nfa nia nfa n a I
Missouri Yes - Yes Yes Yes - I
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These five states also operate a state central warehouse. Z See sectlon on state comments for more details.

New Hampshire 1 Yes No - - - - I
New York Yes - Yes Yes Yes Yes

Oklahoma Yes - Yes - - .

Pennsylvania No - nfa nfa nfa n:a

Utah No - nfa nfa nfa n:a

Wisconsin I Yes No Yes - - -
Wyoming Yes - - Yes - -

I

Other Comparative Data

The survey requested data on the number of prison facilities with their own on-site
food warehouse, the total square footage ofthe warehouses used for food·storage, the average
food inventory maintained on hand, and the number of food vendors ~tilized if the facilities
have authority to buy directly from private food distributors. The following table reports tha
results of this data:

Facilities Number
of days of

Total Number.witIl TotaJSquare Food Number
NDDlber OIHiteFood Footage ofFacility Inventory on of Private Vendors

State inState Warebease ·Wareboases Hand Utilized

Alabama . 32 -0- -0- Not reported 5

Arkansas 18 -0- -0- Not reported 100

See state See state
California 129 comments comments 30 to 60 250

Colorado 26 -0- -0- Not reported 19

Connecticut 20 -0- -0- 15 to 30 4

Delaware 8 -0- -D- IS to 30 25

Florida 60 -D- -D- IS to 30 Not reponed

Georgia 70 70 Not reported 30 to 60 Not reponed

Hawaii 8 1 7,145 30 to 60 30

Idaho 12 -0- -0- Not reported 2

Iowa 9 9 Not reported 15 to 30 5
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Kansas 9 4 See state comments 15 to 30 See state comments

Kentucky 15 8 Not reported 30 to 60 13

Louisiana 11 II 172.200 30 to 60 250

Maine 8 8 Not reported 15 to 30 Not reported I

Massachusens 22 21 Not reported 10 to 14 4

Michigan 41 ... ..,
204.467 15 to 30 6~-

Minnesota 10 10 Not reported 30 to 60 40

Mississippi 54 3 43.068 30 to 60 60

Facilities Number
of Days of

Total Number with Total Square Food Number
State Number On-site Food Footage of Facility Inventory on of Private Vendors

in State Warehouse Warehouses Hand Utilized

Missouri 20 20 120.000 30 to 60 50

Momana 3 I 25.000 60+ 39 .
Nevada 20 5 regionals Nor reported 30 to 60 12

New Hampshire 6 2 6.000 60+ 50

New Jersey ., ... 9 Not reported 15 to 30 15-~

New Mexico 9 -0- -D- IS to 30 See state comments

New York 7] -0- -0- 7 to 10 Not reported

North Carolina 88 -0- -D- IS to 30 Not reported

Oklahoma 4] 17 170.000 15 to 30 10

Pennsy Ivan ia 27 27 Not reported 30 to 60 145

South Carolina ... .,
-0- -0- 8 See state comments~-

Tennessee 14 14 Not reported 15 to 30 Not reported

Utah 7 2 15.000 15 to 30 25

Virginia S6 56 186.540 30 to 60 296

Wisconsin 34 12 Not reported 15 to 30 6

Wyoming 4 4 Not reported 60+ 97

Additional Information From The States
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As part of the of the states' survey instrument, they were asked to provide any
additional comments and/or recommendations that in their opinion have increased the
efficiency and reduced the cost of their food delivery/operations system.

The following comments were provided by the states:

COMMENTS FROM STATE SURVEYS

ALABAMA

CALIFORNIA

COLORADO

DELAWARE

GEORGIA

Purchases from only five (5) private vendors - usually emergency or
special circumstances only. Centralized purchasing on quarterly state

bids for all facilities at one time. All facilities use the same menu at the
same time frames.

California has two central warehouses which primarily carry only 66
items ofcanned goods. All other food items are provided through Prime
Vendors. They. use a department-wide standardized menu which has
reduced their cost. The state has an average of six (6) facilities pel'
prison complex. Each complex averages 7,500 inmates and has a
warehouse averaging 22,000 square feet.

The state's Departmental Food Administrator stated they are trying to
close the two central state warehouses (internal service fund operations)
because they are not cost-effective. Paying twice for shipping - to the
central warehouses and then shipping to the facility warehouses -

. increases the cost ofthe food delivery system by up to 25 percent. Their
most critical issue is the cost ofthe food delivery system.

Central warehouse, central purchasing, and standardized menu at all
facilities have provided additional security ~ food cost savings and
efficiencies in accounting operations not available from private prime
vendors.

Facilities are not allowed to buy on their own from private vendors. All
food is ordered through vendors that are on state contract.

Operates a fann, dairy, canning plant, meat processing plant, warehouse
and all food service operations under one department. All inmates have
the same daily menu. Food cost for the month ofJune 1999 was a $1.61
per inmate per day. Due to their large farming operation, Georgia does
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IDAHO

KANSAS

KENTUCKY

LOUISIANA

MAINE

not purchase any meat, milk, or eggs.

Food items are purchased from only 30 vendors under state contract.
The facilities cannot buy directly from private vendors - they can only
buy off the state contracts.

Closed its central warehouse about 5 years ago. Quality of goods from
Prime Vendors is better and more consistent.

Aramark manages the total food operations. Square footage of
warehouse space dramatically reduced by using .Aramark from the time
food services was state-operated. Aramark ~ s buying practices have
reduced the amount of \varehouse space needed. All food is purchased
by Aramark.

Prices on the Prime Vendor contracts are 7.5 percent mark-up on
l

canned, packaged and frozen groceries from invoice. M~at is 6 percent
mark-up. Food Services operates on a master menu and the prime
contracts have improved quality ofproduct, product cost~ and response
to our needs.

The Prime Vendor contracts have accomplished more than what \\Oe

expected. They provide quick response to food needs, training, general
assistance, and fast response to market fluctuations. They have
provided us with opportunity buys or market buyouts 'W'ithout having
to warehouse the items ourselves.

Purchases under $500 plus perishables are made by the institutions. AJI
other purchases are bid by headquarters or state purchasing.

Prime Vendor provides 85 percent of food items. Prime Vendor is th~

best thing we ever had. Prime Vendor has reduced warehouse space by
60 percent and inventory levels by 70 percent.

MASSACHUSETTS Moving to a state""'ide Prime Vendor contract has increased our
production and efficiency in every 'W"ay.

MICHIGAN The Department of Management and Budget prepares statewide contracts for

..,..,
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all state agencies.

Facilities are allowed to purchase non-contracted items ifthe cost of the
order is less than $2,500.

MINNESOTA

MISSISSIPPI

NEVADA

Contracting with Prime Vendor has reduced the cost for the Minnesota
prison system.

No staffis assigned to facility warehouses. Work in the warehouse only
occurs during deliveries.

Volume purchasing by the Mississippi Department of Corrections on
a quality bid is very beneficial.

Use Prime Vendor cost and methods.

NEW Opportunity buy companies (Prime Vendors) save the Department a .
HAMPSHIRE considerable amount ofmoney.

NEW MEXICO Canteen Corporation manages the total food operations. Contractor has
increased the efficiency and reduced the cost of our food operations
system.

NEW YORK Procurement Services currently has four (4) Prime Vendor contracts for
food and other products servicing 175 locations. All four contracts are .
cost plus. The main contract with SYSCO covers the entire state with
an annual volume of$61 million. Three other Prime Vendor contracts
cover various regions of the state and each has an estimated value of
$2.3 million or less. Corrections and Mental Health operate
"cook/chill" facilities. Practically all facilities have some storage space~

but no warehouses. Inventory is kept below 14 days with deliveries
from the Prime Vendors 1 to 4 times per week.

The central warehouse/distribution system was closed in 199.5. Below
is a brief summary on the comparative results of "Then" vs. "Now":

COMPARISON OF EXPENDITURES - PRESENT "PRIMES" vs.
"PAST"

Monetary Accounts for Twelve Months - October 2, 1998
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OKLAHOMA

"PAST" Contractin&
• Fill rate was 90% or less.
• Many facilities needed to maintain high on-site inventories.
• Facilities frequently purchased ~~outside~·on open market.
• Past expenditures $74,000,000

""Present" Prime Vendors
• Fill rate greater than 98%.
• On-site inventories reduced at many facilities.
• "Outside~' sales reduced for many facilities.

• Greater and more diverse product selection.
• Better tum around to bring in different products.
• Current annual expenditures $70,714,000

DIFFERENCE-"PAST" vs. "PRESENT" ·PRIMES $3,286,000 •

Factors favorine Prime Vendors:
• Better service, more products, and better product selection with

over $3 million in overall bottom line cost savings. (State
reduced 180 warehouse positions by closing the tvv"O

\varehouses) .
• Supports in-state private sector business and state residents

employed by these businesses. For example, of the 1,500
employees for the SYSCO branches affiliated with the

statewide comprehensive contract, over C300 are state
residents.
• Facilitates consolidation efforts and reduced on-site inventories.
• Provides flexibility in securing needed productS.
• Overall service is better and overall cost is less.

State does not have a central warehouse. Prime Vendor is used for all
state agencies.

PENNSYLVANIA Pennsylvania does not have a central warehouse. All food is purchased
from private vendors that is not produced by the state's o\\"n
agribusiness operations. The Department of General Services has
contracts \vith 16 vendors. Any item that is currently supplied by these
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SOUTH
CAROLINA

TENNESSEE

WISCONSIN

vendors must be purchased from them by the institutions based on cost
and availability. If another vendor not on contract is selling it for less
than contract vendors~ the institutions can purchase it from' the non
contract vendor.

The facilities have no warehouses, only storerooms with eight (8) days
of food on hand. The central vvarehouse has only 12.450 square feet of
space and delivers weekly to all facilities. The \varehouse is a general
fund operation with no mark-up on its products.

Only the training academy and headquarters purchase a small amount
of items from private food distributors.

We have statewide food contracts as well as a centralized cook/chill
production center. The production center is leased and operated by
Sodexho Maniot, Inc.
Prime Vendors deliver \veekly. They are used for institutions and

smaller facilities that have no
\varehouse space~ no warehouse
staff, and no place to hold
inventories.

The central warehouse charges only a small handling fee to cover
transportation costs. It is a break..even operation. The central
\varehouse delivers canned goods four (4) times a year.

WYOMING Competition between vendors brings the food cost down. The private vendors
allow for better control of product quality and variety.

VII. Survey Results From Virginia's Prisons and Mental Health Hospitals

The survey to Virginia's customers was essentially designed to determine
procurement information; service, ordering and delivery frequencies; quality of food
deliveries; input on their recommendations for ·just-in-time'~ deliveries; and other comments
to improve the overall food delivery system.

Fifty (50) corrections facilities were surveyed, forty-two (42) responded~ a 840/0
response rate. The twelve (12) mentaJ health hospitals that represent all fifteen (15) hospitals
\vere surveyed \\tith a 100% response rate. The survey document is included as an appendix.
The locations responding were:
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Mental Health Hospitals

1. Cata\vba Hospital
2. Central Virginia Trainine Center... ...
3. Eastern State Hospital
4. Northern Virginia Mental Health Institute
5. Northern Virginia Training Center
6. Piedmont Geriatric Hospital
7. Southeastern Virginia Training Center
8. Southern Virginia Mental Health Institute
9. Southside Virginia Training Center (Services Hiram Davis Medical Center and Central

State Hospital)
10. South'western Virginia Mental Health Institute
11. South\vestern Virginia Training Center
12. Western State Hospital (Services the Dejarnette Center)

Prison Facilities

22. Keen Mountain Correctional Center
23. Lunenberg Correctional Center
24. Marion C;rrectional Treatment Center!
25. Mecklenburg Correctional Center

26. Nottoway Correctional Center
27. Patrick Henry Correctional Unit #28

28. Pocahontas Correctional Unit # 13
29. Powhatan Correctional Center
30. Pulaski Correctional ~nit #1
31. Richmond Women's Diversion Center
32. Rustburg Correctional Unit #9
33. Southampton Correctional Center
34. Stafford Detention Center·
35. Staunton Correctional Center
36. St. Brides Correctional Center
37. Sussex I State Prison
38. Taze'well Correctional Unit #31
39. Virginia Correctional Center for Women
40. Wallens Ridge State Prison
41. White Post Correctional Unit #7
42. Wise Correctional Unit # 18

I. Appalachian Detention Center
} Augusta Correctional Center
3. Baskerville Correctional Unit #4
4. Bland Correctional Center
5. Botecourt Correctional Unit #5
6. Brunswick Correctional Center
7. Buckingham Correctional Center
8. Caroline Correctional Unit #2
9. Chesterfield Men's Diversion Center
10. Coffeewood Correctional Center
11. Cold Springs Correctional Unit #10
12. Deep Meadow Correctional Center
13. Deerfield Correctional Center
14. Dillwyn Correctional Center
15. Fairfax Correctional Unit #30
16. Fluvanna Correctional Center for Women
17. Greensville Correctional Center
18. Halifax Correctional Unit #23
19. Harrisonburg Men's Diversion Center
20. Haynesville Correctional Center
21. James River Correctional Center
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I This prison is served by Southwestern Virginia Mental Health Institute

In order to report a distinct survey summary response from the hospitals and prisons.
the following sections are delineated as fo110"'·5, first for the hospitals and then for the
prisons:

•

•

•

•

•

Reasons for purchasing food and food service supply items from private vendors:

Service, ordering frequencies, and delivery frequencies representing how each of the
facilities order and receive their orders;

Quality of food deliveries representing how each facility evaluated each question:

Summaries of responses to ""just-in-time" questions;

Comments and recommendations from the facility food managers.
Mental Health Hospitals

Reasons for Purchasing Food and Food Service Supply Items 'From Private Vendors·

Reason Number of Responses

Less paperwork 1

[tern not carried by the Virginia Distribution Center 12

VDC specifications for the item does meet our needs 6

Ordering system with VDC requires longer lead time '"
~

More frequent deliveries by private vendors 7

Less backorders than the Virginia Distribution Center 3
(Availability and less frequently out of stock)

Less need for warehouse space 1

Reduces my exposure to food spoilage and lost items 1

Other· VDC is out of stock 1
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Service, Ordering Frequencies, and Delivery Frequencies

Frequency of Orders Frequency of Food Deliveries

From From Private From From Private
Schedule VDC Vendors Schedule VDC Vendors

Daily - 1 Daily - 1

Once a week .... Once a week - 4- .)

2-3 times a week - 4 2-3 times a week - 4

Once every 2 weeks 4 I Once every 2 weeks 4 -

Once every three weeks - - Once every three weeks - -

Once every 4 weeks 8 - Once every 4 weeks 8 -

As needed .... As needed - 3- .)

Mental Health Hospitals

Quality of Food Deliveries I

Poor Satisfactory Excellent
Private Private Private

Question VDC Vendors VDC Vendors VDC Ven~ors

Delivery Timeliness (Do they
deliver when you want and as 1 - 5 6 6 6
scheduled?)

Flexible Delivery Schedule 5 - 7 9 - 3

Completeness of deliveries
(Do they deliver what was

1 10 8 1 -+asked for?) -

Are you satisfied with the fill
rare? (Correct quantities

9 8 ... 4
received) - - .Y
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What is the qual ity of goods - - 10 8 2 4 Ireceived?

Are you satisfied with the
variety of food items they

2 10 7 5have in stock? - -

What is the willingness [0

respond to your special .,
5 5 4 7

needs.? ~ -

How would you rank the
I 10 5 1 7

procedures for placing orders'? -

Totals 13 0 66 56 17 40

J Figures in bold represent the better answers to the quality of the of the food delivel"ies.

Mental Health Hospitals

Summary of Questions and Responses To "Just-in-Time" Deliveries I

Question Response

Eight of the twelve hospitals said yes
Would "just-in-time" deliveries reduce your \\i'ith a reduction in warehouse space
warehouse needs? from lOa square feet to 6,155 square

feet.

Would ··just·in-time'~ deliveries increase the efficiency
of your food service operations? Seven of the twelve hospitals said yes,

Would ··just-in-time" deliveries allow you to reduce
warehouse staff and redeploy them in other positions? Two of the hospitals said yes.

Wauld you support the state purchasing all its food,
beverage~ and food supply items directly from private
food distributors and have those items delivered ·just-
in-time~' to your facility. according to your planned
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usage? Eight of the tVv·e)ve hospitals said yes.

Would you support the state purchasing all its food.
beverage. and food supply items by the Virginia
Distribution Center and have those items delivered

I

·just-in-time·· to your facility, according to your
planned usage? Eight of the hvelve hospitals said yes.

I The facilities customer survey contained the follo\\'ing definition of ~~just-in-time!!:

"The major trend in the food industry by food distributors is to warehouse food,
beverage, and food supply items in their own warehouses and provide next day ("just
in-time") deliveries directly to customer sites. This approach allows customers to
eliminate significant back-up stock and quickly obtain just about anything they require
as needed, allowing for efficiencies and a potential reduction in facility warehouse space
and warehouse staff. These cost savings measures are made possible through volume
purchases that synchronize delivery with planned usage."

In a 1999 survey by the American Correctional Food Services Association regarding local,
jails and detention centers, it was noted that 44 percent are using ~~just-in-time~'deliveries
\\'ith local vendors.

Comments and Recommendations From the Hospitals

The central \varehouse should buy a better quality of most products~ especially meats.
ve£etables. and fruits. Ifthev would do so. then we as end users would Qet a bener_. .I. '-

yield and product. The low bid system is outdated. Using that system means only one
thing-and that is you are going to get a very low quality product.

• With "just-in-time~!delivery, virtually all foods could be stored in the Food Service
Building and we could eliminate 6,155 square feet of food warehouse space.

• I support ·just-in-time" delivery as long as it is the most cost efficient method.

~'Just-in-time~'delivery could reduce my stock by 25 days.

• Placing food and food supply orders twice a week with a 1 day lead time for delivery
\,,"ould allo\\'" us to reduce inventory from 12-16 days on hand to a consistent 9 days
on hand. a reduction of $14,000. A more efficient inventory control system \vould
result in less man-hours dedicated to the inventory/ordering/receiving process.
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•

VDC has been cost effective. The major problem is that on-site \Varehollsing is
required tying up monies in inventory and physical plant. VDC should provide
services in \vhat they do best but should not try to be all things to all people.

I need more frequent deliveries, more complete orders, more variety in food and food
related products.

Present delivery system is adequate, ho\vever, if shortages are noted, notify the
facilities in ample time for them to make necessary adjustments.

The following sections delineate the prisons' responses in a similar order:

- Reasons for purchasing food and food service supply items from private vendors~

- Service, ordering frequencies, and delivery frequencies representing how each of the
facilities order and receive their orders;

- Quality of food deliveries representing how each facility evaluated each question:

- Summaries of responses to "'just-in-time" questions;

- Comments and recommendations from the faCt lity food managers.

Prisons

Reasons for Purchasing Food and Food Service Supply Items From Private Vendors

Reason Number of Responses

Less paperwork 2

[tem not carried by the Virginia Distribution Center 39

VDC specifications for the item does not meet our needs 5

Ordering system with VDC requires longer lead time 6

More frequent deliveries by private vendors 8

Less backorders than the Virginia Distribution Center 1
(Availability and Jess frequently out of stock)

Reduces my exposure to food spoilage and lost items 5
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VDC is out of stock

More variety of items

Service, Ordering Frequencies, and Delivery Frequencies

5

Frequency of Orders Frequency of Food Deliveries

From From Private From From Private
Schedule VDC Vendors Schedule VDC Vendors

Daily - - Daily - -

Once a week 2 25 Once a week .... 23 I:J
;

1-3 times a week 6 2-3 times a week 1 7
i

1

Once every 2 weeks 5 I Once every 2 weeks 4 1

Once every 3 weeks 2 - Once every .3 weeks 1 ~

Once every 4 weeks 30 2 Once every 4 weeks 30 :J

As needed 1 7 As needed 2 7

Prisons

Quality of Food Deliveries I

Poor Satisfactory ExceUent

Private Private • Private
Question VDC Vendors VDC Vendors VDC Vendors

Delivery Timeliness (Do they
deliver when you want and as

4 - 18 24 17 15
scheduled ?)

Flexible Delivery Schedule 8 1 18 21 12 16
i

43



Completeness of deliveries
(Do they deliver what was
asked for?) .... 26 21 9 17-' -

Are you satisfied with the fill I
rme: (Correct quantities

2 j'" 20 13 18received) - --'

What is the quality of goods
received? - 17 ?'" 21 15- _.J

Are you satisfied with the
variety of food items they

1 20 20 17 18have in stock? -

What is the willingness to
respond to your special

5 1 19 19 14 18needs?

.
•How would you rank the

5 1 19 21 14 16procedures for placing orders?

Totals 28 3 160 169 117 133

I Figures in bold represent the better answers to the quality of the food deliveries.
Prisons

Summary of Questions and Responses To "Just.in-Time" Deliveries I

Question Response

- Fourteen said yes, twenty·three said no.
four indicated not applicable. The

\Vould ~;'just-in-time" deliveries reduce your reduction in space ranged from 576 square
warehouse needs? feet to 3~600 square feet. Sussex I State

Prison reduced its food warehouse space
by 4,748 square feet via its contract with
Aramark.

Would "just.in-time" deliveries increase the efficiency Fifteen said yes.. t"venty-three said no.
of your food service operations? three indicated not applicable.
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Would ~~just-in-time~~ deliveries allow you to reduce Two said yes. thirty-t\vo said no. seven
warehouse staff and redeploy them in other positions? indicated not applicable.

\Vould you support the state purchasing all its food, Sixteen said yes. t\\ienty-three said no.
beverage. and food supply items directly from private t\,\l"O said not applicable.
food distributors and have those items delivered "just-
in-time" to your facility. according to your planned
usage?

Would you support the state purchasing all its food, Eighteen said yes, twenty said no. three
beverage, and food supply items by the Virginia said not applicable.
Distribution Center and have those items delivered
~'just-in-time" to your facility, according to your
planned usage?

I The facilities customer survey contained the following definition of;'~just-in-time":

"The major trend in the food industry by food distributors is to warehouse food~

beverage, and food supply items in their own warehouses and provide Dext day ("justj

in-time") deliveries directly to customer sites. This approach allows customers to
eliminate significant back-up stock and quickly obtain just about anything they require
as needed, allowing for efficiencies and a potential reduction in facility warehouse space
and warehouse staff. These cost savings measures are made possible through volume
purchases that synchronize delivery with planned usage."

Comments and Recommendations From the Prisons

• We purchased $240,668 of food supplies from various factions of the Department of
Correction's Agribusiness Department - James River Milk Plant; James River Meat
Plant; Southampton Fish Fann; Southampton Produce Fann; Greenville Produce
Fann; and the new Fanners Market.

All these sources are mandated sources of supply. We are required to purchase from
these sources without consideration for cost or quality.

With the exception of the Milk Plant, the overall quality is poor. The price of the
items from the James River Meat Plant are not competitive when you compare items
of similar quality. This plant has been a source of irritation with me and my
counterparts for 5 years. The products are of inconsistent quality and the prices are
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higher \\i"hen comparing like quality products..

The meat plant operation is a gross \vaste oftaxpayer~s money and a burden to Food
Operations Directors and Wardens who are responsible for being efficient managers
and maintaining food costs at levels comparable to our private sector counterparts.
During our monthly food operations regional meetings we are often reminded that \ve
need to do all we can to lo\\·er food costs. We cannot control our costs if \ve have
mandated sources that are more costly.

Information provided by a Agribusiness official - ""The James River Meat Plant
buys 60% of the ··front-end" of the carcass from meat packers. \vhich is the cheaper
and less quality cuts of meats~ and then the plant produces the meat products \vhich
are sold to the prisons.~'

In response to your inquiry about the '''45 day supply" policy of the Department of
Corrections, this "unwritten" policy has been passed down \vord of mouth through the
Regional Food Operations Directors and is not in writing in any Departmental or
Institutional Operating Procedure. As explained to us (Food Operations
DirectorslManagers), the purpose of this policy is to ensure an adequate supply of
food is on hand in the event of unusual circumstances, i.e~ inclement weather, natural
or manmade disaster, inmate take over, etc.

I personally find this explanation to be inadequate justification. I have felt this policy
\vas driven more by VDC~s limited ability to make deliveries more frequently than
monthly.

This is another unwritten policy: We are instructed to place orders monthly \vith
VDC and the James River Meat Plant. Again this is not \vritten in any policy.
manual, or instruction, but is passed down word of mouth by Regional Food
Operations Directors.

An InqUIry made to a Regional Food Operations Director confirmed that the "45"
day food supply requirement was fonnally written in the Department of

Corrections Food Service Operations Manual. The policy is no longer written in the
Manual, but it is still the policy, i.e., it is "~unwritten:'

• I need to keep a 30 day supply of food and supplies in stock for emergencies, such as.
riots. water shortages and lockdowns.

· r m mandated by the Warden to keep a 45-60 day supply on hand at all times to
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•

•

•

•

•

•

protect against equipment failures, weather conditions, etc.

I can~t reduce my \varehouse space because we have to keep a 45 day supply-on hand.

I need a 30 day supply of food in case of a lockdo\vn.

.oJust-in-time~' deliveries cannot be used because the Department of Corrections has
an "unw'ritten~~ policy that we maintain a 45 day supply of food items on hand.

In response to the Task Force survey, it is the feeling ofmany of the field managers
that the current contracting and purchasing practices tend to be anti-competitive.
Mandated source requirements and state-'wide contracts limit the purchasing options
of the field managers to secure lower bids from area vendors. The process to secure
approvals on purchase requests from a central location often delays the purchasing
process unnecessarily.

Competitive procurement in the open market would be more efficient and cost
effective.

VDe prices are not as low as outside vendors. Prices fluctuate monthly and its hard
to maintain a low food cost.

I support the purchase ofall food items from private vendors. I feel we could save as
much as 5% to 7% by buying from commercial sources.

If we could purchase from private vendors, \ve could reduce costs.

We often get items at less cost than what VDC charges us. It seems that VDC has too
much mark-up or is not canvassing enough suppliers to get the lowest cost.

We should be able to buy from sources other than the ones we are mandated to
purchase from. On many occasions, we are offered special deals e~opportuni~ buys'·)
at a great savings.

VDC should be aW'are of the demand for items. It will deplete its inventory on
essential items and require the institution to come to the warehouse to pick up the
items. We are not in the delivery or pick up business.
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•

•

•

•

•

•

•

•

•

With 'just-in-time~' deliveries VDC would mark-up items and increase prices.

~~Just-in-time~' deliveries from VDC \vill never happen.

The impact of increased deliveries from VDC would be cost prohibitive.

Problems would occur \vith more frequent deliveries.

··Just-in-time'~ deliveries would create more papen\tork and be more time-consuming.

··Just-in-time" "vould be nice but impractical because it \\'-Quld reduce my inmate
supervision.

Corrections requires strict supervision of inmate staff. More deliveries \\t-ould pull me
from that and I would have to spend more time receiving orders instead of supervising
inmates.

Ifwe \\t-ere on
cook-chill,
·just..in-time~·
deliveries
might \\'-ork.

VDC delivers to Powhatan Correctional Center. We have to pick up at Powhatan.

Require all institutions to procure from VDC
and require VDC to carry all items that
Corrections requires on special menus.

A standard ordering system is needed. Also, a food service accounting system is
needed to accurately allow food service to have better control of food costs.

Leave VDC as is, however, add additional needed merchandise.

Why fix what is not broken..

I like the system we have in place. To change it would be a waste of money and my
valuable time.



•

•

•

•

In my opinion, the process we have is effective~ however, we should always strive for
continued improvement or efficiency.

The lag time for various approvals and handling of orders creates a slov.- process of
up to two \veeks and additional unnecessary inventory. No help in dealing \vith any
unforseen shortages or problems.

VDC needs to be improved. If VDC could deliver every t\vo weeks, it ~iould allo\\"
us to reduce inventories \vithout the srreat burden of orderin£ everv \veek and... ............- .,

spending excess time in receiving and rotating food supplies.

We should support the VDC.

Sussex I State Prison Comparison

On February 5~ 1999, the food service operation at Sussex I State Prison \vas
contracted to Aramark, a food service contractor. The company provides and maintains,
control of all food items and supplies to operate the food service department. The food and
supplies for the contractor are delivered to the receiving dock~ inventoried, and then
delivered to the kitchen by the facility staff.

Comparative Data - State Operated vs. Contract Operated

Category State Operated Aramark

Food storage warehouse space 4,748 square feet -o-
Food inventory on hand 30 to 60 days 1.5 weeks

Food deliveries once every two weeks daily

Private vendors utilized 9 No longer applicable

Ordering Once every two weeks No longer applicable

Note: During Hurricane Floyd the facility had no problems getting their food deliveries
except for a minor delay.
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APPENDIX A
STAFF CONCLUSIONS AND RECOtvfMENDATIONS

•



Disclaimer

The conclusions and recommendations of this report represent the opinion of the HJR
709 Task Force staff and a minority of its members. Upon the conclusion of the work of
the Task Force, a majority (five of eight) of the members did not agree with including the
conclusions and recommendations in the body ofthe report.

The majority's contention notwithstanding, these conclusions and recommendations,
written by the HJR 709 Task Force staff, are included for reference purposes in Appendix
A.

Appendix C is a response to these conclusions and recommendations from the majority of
members.



Conclusions

With the alternatives and extensive data developed in this report. the issue for the Go\'ernor
and the General Assembly is the best way to reengineer the total value added chain of the food
delivery system for prisons. mental health hospitals. and other current stakeholders - from product
procurement to product consumption - in a way that minimizes the total cost of the food deli\"ery
system without compromising quality.

Modeling a program of "just-in-time" deliveries would resemble the practices used in
private industry v,,"here ·'vendor-managed inventory~' is commonplace as firms reengineer their
business processes to improve efficiency, effectiveness, and lower their costs.

This report finds that:

•
•
•
•

The majority of the states in the survey do not operate a central food ~'arehouse:

States using alternative systems are doing so in a cost-effective fashion;
Prime Vendors can effici~ntly provide the total food delivery chain; and ,
Prime Vendor food distributors provide value added services with effective inventory,
and cost managem~ntwith on-line automated ordering procedures.

The Commonwealth is in a most advantageous position to make improvements to lhe food
delivery system for all current stakeholders with the potential of serving additional local
governments statewide. All four of the nations's largest "broadline" food distributors have facilities
in Virginia. SYSCO has a center in Harrisonburg and Hampton Roads~ Alliant has one in Manassas:
US Foods has a center in Roanoke; and PY.AJMonarch has facilities in both Salem and Virginia
Beach. These finns are capable of handling all of the Commonwealth~s business with a highly"
c<?mpetitive. effective, and efficient total food delivery system. Broadline food distributors offer their

·customers 10.000+ items.

Financial Considerations

• Reducing the level of food inventories similar to other states could release $5 to 56
million in funds and the related carrying cost of large inventories;

Virginia Polytechnic Institute and State University has moved to a Prime Vendor
program and has reduced its annual cost of operations, ordering, receiving. and
storage while improving product variety and food deliveries;

• Application of new supply chain and inventory management principles can reduce
administrative and overhead expense and can reduce the cost of future capital
construction;

• Prime Vendors have indicated that the state possesses strong volume purchasing
leverage in obtaining competitive pricing in food purchases.



Coll~cti\"t~ .:lnd volume purchasinQ is the \\"av to reduce costs: that is \\h\" Richr'ut,xi
Holdings, Inc. merged \vith Supervalu. Inc : ~to use coilective buying power with ma~ufacturers
to keep prices low for its customers and to be able to buy more efficientl,.,."

Recommendations

The following recommendations are offered to the Governor and the General Assembly as
a series of available options to improve the state's food delivery system:

•

•

•

•

Pilot for up to one year a Prime Vendor pro£ram \vith ""just-in-time" deliveries for
a group of mental health hospitals and prison facilities:

Abolis~ the prisons~ 45 dav food supply inventory requirement and the 30 day food
supply Inventory at mentaf health hospItals;

!nstitute a policy of "just-in-time" deliveries which could release $5 to $6 million
In funds;

Require the Virginia Distribution Center to implement a policy of"just-in-time" tood
delIveries for prisons and mental health hOspItals;

Require the Virginia Distribution Center to compete with Prime Vendors for a
statewide "just-in-time" food delivery system;

IfpiIot Prime Vendor program is successful, engage the food delivery professional~

at Virginia Polytechnic Institute and State University to assist the state In developinQ
a total outsourced Prime Vendor program with "just-in-time" deliveries for afT
mental health hospitals~ prisons, and other current stakeholders, \vith eventual
expansion to local governments and non-profit organizations. or;

Enter into a public-private partnership with a Prime Vendor with the Virginia·
Distribution Center serving as a --buying group~~ and the Prime Vendor providing
\varehousing and "just-in-time" delivenes;

Evaluate the necessity to continue the requirements for prisons and mental health
hospitals to buy from two mandated sources of supply - the Virginia Distribution
Center and the Department of Corrections Agribusiness Operations.

These recommendations are compatible with the Administration's economic development
policies. With the September 1999 announcement of the AmeriServe Food Distribution. Inc.
expansion in Prince William County, the Secretary of Commerce and Trade is quoted as saying
"existing businesses in Virginia are key to Virginia's economic success. The state is dedicated
to fostering a positive business climate for the distribution industry.·~
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COMMONWEALTH of VIRGINIA
Commonwealth Competition Council

Janx:sS. Gihnore,m
Governor

December 30, 1999

TO 1vffi~ERSOF THE FOOD DISTRIBUTION TASK FORCE

Dear Colleagues:

The Chairman of the Competition Council, Senator Emmett Hanger, wants us to
complete our work and report as soon as possible. You have a copy of the staff's
"draft" report.

Because ofstrong and divergent views held by task force members regarding certain ....
conditions and suggestions for improvement ofcosts and etficiency ofoperationS, the a •

draft report v:.ill be held ~pen for comments until January 7rb.. All members ""iII be
afforded the opportunity to send in for inclusion in the report their written comments.
These comments will be included in their entirety, and indexed, where appropriate,
as part ofthe report.

Please be sure to call AI Roth at 786-0242 and advise him. if you intend to submit
written comments, and to deliver them to him by January Th, in order to have them
included.

I thank you for your time, work., interest and effort over the year on a difficult but
interesting project

I send my best personal regards.

Very sincerely yours,

~
J. Granger Macfarlane
cc: Delegate Thelma Drake

EmbriUing the Spirit ofOpportunity
p. o. Box 1475 • Richmond, Vugiaia 23218-1475 • (804) 786-0240· FAX (804) 786-1594



VIVIAN C. YOUNG
1915 Peter Pau Bolllevanl
RicluDolld, VargiDia 13233

Janwny 7, 2000

The Honorable J. Gtanger Macfarlane
Task. FOKe Chairman
Commonwealth Competition Council
James Madison Buildinga Suite 500
Rid,"-. VA 23219

Dear Chairman MadarlaDe:

.1 have~ the draft rc:part tbat you c1iRcIed tile smffto pxqme for House JoiDtResolutiou No.
709 Task Foree members.
I tbI1y caacarwith 'theamdusioDs and IeOOUCf..eadadcas ill 1he draft report which a:e signjfic:rmay
suppaottd b,itbe~ ftSfat'Ch, and preseDtltioas that were paelfJlted to the UIsk force. I feel that
we~-yaa=mpJj'l!bed tile charges·ofUJeR=o~

•
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COMMONWEALTH of VIRGINIA
11lll:Ss.~m DEPARTMENT OF ENVIRONMENTAL QUALnY

tmaz.or SlIWI~ 629 '-MasStreer.lticbmolad. VilBiDia23219
~GII&fta= P.o. JIG 10009. It idaoad.. ViIziaiamAO

Jaba PIlI WoodIey.Jr. PIx (11M) _ 4SOO TDD (104) -...a2J
~ ofM-.1 'IraaaIa:i bIrp:Ilwww.dcq_~__

January 7, 2000

The Honorable Granger MacFartane
Olairman, Con\>eUIiOn Coundl
James MacflSQrl BuIlding, SUI floor
Suite sao
p.0.. Box 1475
Richmond, Virginia 23218-1475

Dear Mr. Otairman: .

I have read the draft document that was prepared by staff for the task
force members. I have no recommendations for changes to this draft, and if a
motion came to vote on this draft I would vote for approval.

If each member was asked to add their own thoughts to a appendiX, I
would add that after spending eight months on this task force I think the
Governor and GeneraJ Assembly should examine all mandatorysou~

Thank you for your assistance.
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"
The HJR 709 Task Force effectiveness has been limited by weak staff '..vork. Staff be!!an \\'ith iJ.

bias towards privatizing the Virginia Distribution Center (VDC) and was never dissuaded by the
facts. The Vice- Chairman of the Competition Council characterized the report as ··(a) series of
disjointed data sets."

The VDC is primarily a purchasing function. The VDC concentrates the purchasing po\ver of the
Commonwealth into the volume purchase of items commonly purchased by public bodies.
Transportation of goods is performed by competitively bid contract with a private carrier. VDC
produces the lowest cost to our customers by competing purchase \viih a number of vendors. :\
1999 Market Basket Survey showed an average 27.2% food cost savings over low volume. single
agency procurements.

The report of the Task force is an opinion of Task Force staff and a minority of members. The
majority of members believe that the conclusions and recommendations of this report are not
supported by fact.

The majority~s concerns can be summarized under five major concerns. The following is a
discussion of the five concerns:

Inadequate Approach: Task Force conclusions and recommendations are rendered invalid
because of biased and incomplete staff work. As an example. rather than study the food delivery
system for prisons and mental health hospitals as required by HJR 709, staff chose to promote ·
two themes: Just-in-time (1IT) deliveries and Prime Vendor Contracts.

The draft report promotes 1'[..T deliveries despite testimony from the Department of Corrections
that lIT does not meet its security needs. In addition. the executive summary twists the facts.
On page iv. fifth bullet, it states ""There is also prison support for "'just-in-time" deliveries·'. A
more accurate statement would indicate that the survey found a majority of Departrnent of
Corrections respondents (610/0) do not supportjust-in-time deliveries.

With regard to mental health hospitals, the report implies that VDC does not meet customer
.delivery needs. According to Task Force staff, mental health hospital personnel want more
frequent deliveries. However, staff was aware, but did not report that it is the hospital's ability to

receive deliveries that limits the application of lIT deliveries. Simply pu~ the hospitals have not
asked for more frequent deliveries. Task Force staff was also aware, but did not report. that the
Department of Mental Health and Mental Retardation is exploring a lIT pilot agreement with
VDC.

The task force was provided several presentations from prime vendors. Task Force staff received
a proposal for only one prime vendor. The proposal would have increased the Commonwealth's
cost for food. The Task Force rejected the offer. This item is not included in the report.

Invalid Survev: Task Foree staff implemented two surveys, in an apparent effort go gather
data. The survey instruments used by staff contained biased and prejudicial questions. Also.
staff twisted survey results to fit their bias.

Task Force members complained as early as July, 1999 and throughout the study effort that the
survey was biased against VDC. Most disturbing is the insistence of Task Force staff that the



5un'ey Instruments had been approved by the Department of Legislati\'e Services. The Director
of Legislative Services was asked about the approval assertion. While acknowledging he had
spoken \vith Task Force staff. the Director of Legislative Services said his Department never
approved the survey. Further. the Director said that his staff does not typically do survey work
and would defer to the Joint Legislative Audit and Review Committee for survey related work,

Despite the bias of the survey, a majority of VDC customers responded that they were satistied
\\"ith VDC service and VDC prices. These [ViO facts were not revealed in the draft conclusions
and recommendations.

The New York Example: Staff analysis relies heavily on the New York State example of
conversion to a prime vendor contract. New York reported savings of $3.3 million annually, :':0
one questions whether New York was served well by a prime vendor contract. The problem with
the analysis is that staff carelessly compares the New York example with Virginia.

New York operated a warehouse operation with in excess of220 staff. They maintained their
own tleet of trucks and employed their own drivers. Among other features~ Neow· York operated
its O\\TI bakery and distributed baked goods to public agencies. In short~ New York was in the
transportation and manufacturing business. as well as the food supply business.

VDC does not manufacture food items. Food delivery is perfonned by the private sector through'
competitively aViarded contracts. VDC has a staffof28 positions. The New York example is a a

not a relevant example in the context of this report. A more relevant analysis would be to
compare the cost of food items under New York~s prime vendor contract \\'ith food items sold by
VDC. Staff did not provide data because the New York costs are higher.

DOC Concerns: The Department of Corrections (DOC) has a number of problems with report
conclusions and recommendations. DOC management has written the Task Force Chainnan and
the competition Council Chairman -with their concerns. These concerns are summarized as
follows:

• DOC is concerned that staff recommendations will reduce inmate employment opponunities.
contrary to staff assertions. Further, contrary to staff assertions. the task force did not study
inmate employment (despite being required by HJR 709).

• The report contains inaccurate infonnation related to DOC inventory policy. It also promotes
JIT deliveries despite the fact that JIT deliveries will not serve DOC.

• Eliminating the DOC agribusiness as a mandatory source for prisons runs contrary to state
policy.

This is a sampling of some of the more troubling aspects of the staffrepon. Equally troubling is
the issue of why a majority of task force members were not pennined to vote on study findings
and recommendations. The report that precedes this appendix was printed over the strenuous
objections of five of the eight task force members. The five members sought the opportunity to
meet and discuss the draft report. This request was ignored and has lead to the fundamental
disagreement to which appendix B attests.



; \: - ~ C I I)"' (:' c :) : •. "9ut~ .:) UU .:\. • ~ • ?~OC~~D1E\T -~SK MGT. TEL:8046743530

RON NfGEL.ONE
DIRECTOR

COMMONWEALTH of VIRGINIA
Departmenl 0/ CO"eL:!ions

P. O. SOX 2SI5.1
RlO1UOrC). VIRGINIA 23261

(&)I) 67~axJ

January 27~ 2000

The HonoIable J. Granger Macfarlane
P.O. Box 201
Roaookc, VJrginia 24002

Dear Chairman MacfarlaDe:

Since the requests by HJR 709 task force members for an additional meeting to
discuss the dra1i report on Food DelilleTy Systemfor the Prison tmd Mental Hospitals ill
Y"trginitl did DOt result in a~ I am submittiag our top three specific COtl':eIlJS cited
by the Departtueot ofCom:ctions. They are as follows:

I. The methodology implemented by the committee did DOt result in a report
that suppozts the views ofthe majonty oftbe cask force members. The
coneJusioas and~ are not supported by fiu:ts. ExttaDeous
informItion that '94S DOt pn:scnted to tbe task fOrce makes up much oftbe
HJR 709 report. Information tbat did not support prime vendorfjUSt-in
time deliveries~suppres~igDo~ or glossed O'Vel'. Tbere is endless
gratuitous editorializing in favor ofthe prime vendor concept

The DepartDb4 ofCorrcctions (DOC) concurs with tile altemati\'e
solution in tile letter 1iom Tbe HoDOt8bJe G. Bryan Slater to you dated
December 28, 2000 wbcreby it is suggested, "to give a fair, unbiased and
expanded review7 a future study should be requested oftbe JoiDl
T _;1!'1-.:'_ A .....a:. _...I b_': Co .. n
~~I4IU~~ iIIIY~~"" mm'SSlOD.

2. Tbe DOC made a JftSe"tarion to tbe HJR. 709 task force on October 26.
1999 tbat highlighted this ageucy's primary mission - public safety. The
DOC followed up with a draft report submission dated November 22,
1999 that deUiJtd this agency's most pressing issues. In the HJR 709
report dc¥eJoped by Competition CounQI staft the DOC's security needs
\VCrC COIq)Ietely ignored. The DOC has stated J'q)ea'edly that:

a) JIT deliveries are DOt in the best interestofprudent com:ctional
managerDCnt and;

b) the DOC's 3o-day food iJn'ectory requirement suppons tbc
DOC's primary mission.



c) Inmate employment opportunities must be maximized. even 10

the extent of iDteotiooally adopting labor intensive practices.

3. The HJR. 709 report implies tbat the task force considered maximiziDg
inmate employment wbco, in fact, this requirement ofHJR 709 was
ignon:d. Comrary to assertions made in your CO~ letter aDd the draft
report, implementationoCtile conclusioas and recommendations would
aetuaJIy reduce inmate employmeut.

In addition to the coaa:ms listed abo~ I am attaching more in--depth listings
ofconcems that were dneIopcd by Ms. eiDd)' Sager and me. I request that you
include these comments as an sttaduDmt to the CCfiDal" fUR. 709 report that is
submitted..

SiDcerely~

~".j)~.~--
Edward c. Moms, Deputy Director
Depattmeat ofCorrections .

c. The Hoaorabic G. Bryan Slater
The Honorable Emmett W. Hanger Jr.
The Honorable Thelma Drake
Members, HJR. 709 Task Fon:e
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System/or,.PIistHIsMIlJhtJt'"H..,.. .. V"pu., BJR 709

Submitted by

Edward C. Morris
Depaty Diftctor

VugiIaia DepartDlaat ofCOrnctiODl

OYeraD eo...eat

The Chairman's charge to staffat our last meeting was to pepue a tepOrt that
represeats the "seDse" of the ta* tOrce. This report rcptc:s&ildb the view, appanutly, of
the Co!:rJpdibun CouDcil staffaad a minority ofmembers oftb: task forc:c. Tbercfure,
this~ as CWleutly dra1lcd, woukl appear to be a MlN0RtrY itrlORT oldie
RJR 709 Tuk Fofte. Inmnuatioa col1cded by the task force that ctid I10t support prime
~Ijust-in-timc deJiveries appears to ha~ bccD glossed ewer or igDoraL 11=c is a
good bit ofgratuitous editoriaJj7jog in favor oftbe prime veador coucept throughout the
report and the miDotity recommeodations seem to be based more onvague
geaera1imtious aDd umubstllJriated coaclusory statemems than any Sl.lbSatllive
information collected by the task fmce.

1. C1II.irman"s TrammittaJ Letter

~ last semeacc oftbe second paragraph-.- "Tie t8lfDlft,aa,~
offemlfM1M'e.tHaiIl.... tltJlItItdtttInId/,., .""."." tIt~ ,P" ..... iIuItt*
~witibI.Dqtul -fJ/'CtJrNdittIrsa4 ii/tid,..,~.,..
Mri tJfIIItIIIIIIti· I was UDabIe to fiDd my discassiou in tbe draft report that would
mpport tt. abo~assc:rtirm. No section oCtile report addIesses maximizing or omnciDg
jmnatc-noppOl!Jmitir:& The truth ofme mder, infad. is that the~
will most likely reduce iomate cmpJoymeat opportuDilies by e1inrinating~ as a
mandatory sourec for VDOC &dJita 'l"lm statemcm is disingeDl101lS aDd sbouJd be
removed from the trans'IIjttalletter.

2. Executiw SUillIi.Y

a. Bullet #4, page ii -SMwtJrtI.""";"-* t&ipMDIb wiIJliJJ,.
~ofCIItrediDa." The executive $I'mmary should clarify that tbc task ina:
did DOt study, amdyze, or consider maximizing inmate emp10yment oppo1'bmi1ies in the
Deputaeut ofCom:ctioDS in its coDSidc:ration ofprime VCDdors aDd just-iD-timc
deliveries..
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b. Second penigrapb, last semencc, page iii. ff(}n J..e 3D, 1999, '" iIdIIIIl
inYaliJry __ 70.3 My$." This statemcDt igDores actual quarterly inventory data
provided 10 the task force sbowiDg that tbe iDvemory was S5 days or less in each ofthe
quarters preceding the fourth, and~ fourth quanc:r invemories are inflattd by year eat
purt:~a matter explained to the task: fDn:c. AdditioIla11y~ iDstituboDa1 Y2K
eoDtiDgency pJal1Ding may ha"C infbteDad purchasing behavior dlU'iDg FY 1999. This
paUcm ofselecting "worst case accnat iDs" to reflect agc:ucy pmctit.es aad "best case
sceDariosn when discussiDg prime vendors is evideat throughout the report.

c. Third bullet, page ivA "Pri:soIts tire rqaiml ttl k«p " 4S.,jtJOtl imf:IrtMy ill
#Dei~III.Mgwritla-pe/ic:iI!s s/,," DepwJsZ48lttIf~..." Tbere
is no &ctual basis for this statemeut It is appalieutly an opinion exptessed byan
anonymous SOUICC. Tht: IJc::tatmeul bas repeatedly stated that a 30 day supply is tbe
imended inveatory level based on prudeot COIzectional maDagemcm, aDd a mote tdiable
source ofiDfOl'lDlltion is contained in the writtm program srstments provided to
architectutal and eagineering firms who design DOC warehouses. We will be glad to
pro~ task furce sta1fwith a samp~ ifdesired.

d. Fifth bullet, page iv. -T1t4ft is ,.,",..SIlJIIIII'f/or*i" ..-.r'~..
............,.C11ntt1114S tItq s.""1efl1IinIrfI!IIL" NotwitbsfaDding the fact that
DOC bas DO 45 dayrequiremem, this statement is an~~ of
the survey results. While DOt an UDInIc statement, it illustralcs the poiDt made above that
iaformation filvorablc to prime vendorsf'jUSt..m-time deliveries is seJtctivelyedited into
the report nmatiw while unfAvorable infwmation is usually distegarded.. AD. analysis of
the survey results on page 43 ofthe report clearly illustrates that prisoll staffwho support
just-iD-time deliveries make up Jess that half(39%) ofthose respoDdiDg. This bullet
should be eljmjnated or restarted to retlcct the majority response as follows: "7hc
majority ofprison staffrespondiDg to the survey do DOt support,....in-timc· delivc:rics.

e. CoDchrsioas, first buUet, page v. ~ JIIIIjtJriIJI tJ/1M SIIIIa III,.~ .1UIt
....caINIflNlll ,...,...... It woakl be more accurate to stare tbat "19 oftbe 35
stares who respoDdecl to tbe SlIney do not operale acemral food warehouse.,. A careless
reader might assume tbat tbe stltftllCDt meaDS that a majority ofstates (25' or more) do
DDt operate a ceuaal mocl warehouse.

£ Sccoadpngrapb, page vi.~ tIII4 wol.-JptII'dJ&siIc;. lite JMI}' fill
rt!tIIM::e cas: ..is ..,....,..BtII6p, Jar:. ,.,.....S.,... bte- "Ie
aw~ .",.,1Jt1Wt!r..." I don't recall any presentarioa. to the task 1Drce011 tile
merger between RichfDod aod Supervalu. aud it has DO re1evm:y to HJR 709. This. aD

example ofgratuitous c:ditoriaIiziDg by stafItbat docs not bemug in this n:port.

g. RecoiiliOenciarioas, first bulIc::t, pagc:vi. "Pillltf",.. tDtNteJ1ell'.PriIM VeJIdor
PnIg.... willi .",........"MIitJeria/tw II grtHIp D/1WIItIII"."..",.,.,. tIIUI
]IristIII f'U'Z1jtia· VIhy bother with a pilot? The Rt:port as draAecl has already concluded
that prime~jUSt..jn...time deIMries are mon= efficient aud will lower food
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distribution coFs. Does myODC doubt that SYSCO trucks am find their way to .

Virginia's~ns and hospitals? Does anyone doubt that during a pilot project prices
will be lower abd service outstanding? Given the problems with this Report and the Jack
ofconsemus among Task Fon:e~ a pilot at this time would be a waste oftimc
andmoncy.

h. Reco . !IS, seooDd bullet, page vi. "AbslJM tUprisDlU· 45UpfHd
s.", ill".. ,.,~" The VDOC does DOt have a 45 day supply
requiremeot. m:d.ioas supports a 30 day inventory aDd bas provided sufficient
information in erIm ofa public safety mission to justify its rcluctaDce to rely onjust·jn.
time dcliverie

i Rea> third bullet, page vi. "InstitMte. ptJliq IIf,~"
tkliPDies 1M- colll4nlate $$ to U .u&a ;"/ruuls•••" ReduciDg ameat food
inventories pro a ODe-time savings. the amoUQt ofwhich will be determined by
actual reductio As sti;mJatcd eartXr, prudcat corredioDa1 mamgemc:m does DOt aUow

11just-m.time deliveries for c:emin food products.

j. Kec::oDl_DdBtmas, fourth bu.Uet, page vi "~1IIeV-~..lJistI'ijlllilHl
Cmts'1O • 4]HJliqD/'~"~•••,. CoaCctioDs doe5not desire
just-in-time de .cs from VDC, although it supports more 11ekJole deliveries where it is
cost dfcethfe more efficieDt.

k. Reco'ImD~Itim]S, fifth bullet, page vi " .•.argqe••. yap.;. PoIJ*dllic
I"~MIl VIUNlSit,y tD asirt tile sII* ill....,.,II tt1IJIl tJIII.solllO!lll'riMe
VDU/or willi"j~~••• " Just-in-timcdel~ whether 1iom
VDC or a . l'C'Ildor, does not support the mission ofthc DepartiD=ut ofCom:dions.

1 Kec:om~~:iO·QS., sixth BDd~ bulIc:ts, page vi. See comments for items g. h.
i, j, and k above

m.E~ DOC agri'business as a mandatory source for prisons is contrary to the
stated~of~ 0cDeral Assembly in its many previous actions, aDd is not coasisteut
wirh the '5 mission or in the best iDterests ofpublic safety.

n. Last page vi. This entire paragraph refers to tbe AdDliuisttation..s
economic polic· 8Dd certain coJ!1JDCDfs attributed to the Secretary ofCoJJJmereC aad
Tt8de. noDe of . I caD rec:aJl being presented to the task force mr study aX2d aualysis.
This is amthcr Ie ofgratuitous editorializing by staff.

3. Introduction

a. Fourth parll'gnlJ'b, page 1. -It sJloll1llbe IIotet4 1unge1W, alit tie t&tkforce di4
IUJt tlttBIIpI to •~ btIMB- rt!View tI/food __/004,.,.prka. A
-.rk«".., . is II ct»IIpIc iss-- A tlindprrIdII« IIIprodfM:t t:tISt
CbIIIJNII'i.torr IUIt tllkqllllldy~ tile tnJe CMI oftlte6/6*'sftHNI~qstelfl

• •
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Notwit~iDg the Jack offunding to conduct a thorough "market basket" re\liew~ cost
comparisons provided in various reports to the task force usually showed VDe prices to
be lower. The lack of interest in further comparisons ofthis "complex" issue may be that
it is DOt likely 10 support the coucbJsion that prime "eDiorsfjUSt-iD-time deliveries will
lower food distribution costs. The costs related to "invemory management and. other
major logistical fuDctions'" will accrue regardless ofwho distributes food produas or in
whose warehouse the food. sits, and wiD be passed 011 to tbe cJK1 USCI'. along with a profit
markup.. ifprime vendors are uriJjzrd

4. ADalysjs oftbc Food Delivery System for Prisons and Meutal Hospitals

a. Multiple procumneJJl systems, fOurth~ page 4. As 9nittcD, this bullet may
enoaeously lead the reader to coDChJde that 5900,000 ofthe S8 million inpurchases to
DOC AgribusU1ess Operations was charged to the American Express charge propam..
VIXlC doesn~t take American Express. Ifthere ;s a point to iDcludmg this stilt,..".. in
the report, it would be bclpful to know what it is, and it should. be a seJ*Dlle bullet.

b. Multiple pnx:uremcm systerDSs third paragraph. page 4. "A.r]irat:ribetJ I1p tile
DOC FDtNI~ 0perrItitJII MIIIIIIIII, t!tldIprisM witIri.- • tqitRt caJIfII'r'"•
tIJ JS,INJIJ.frtJM {I-rk orUr wilUlllfDI'IIIIIl ClRIIpdiIiw 1JiMiIrg." As writteo, tbis
stlfemeat seems to imply that DOC bas established some unilateral purchasing policy
differeDt from any other state ageocy. The refereD::e to purdaasing limits in the DOC
Food SetVices OpeIatiug MaDual is simply a restatement ofstate purchasiDg regulatioDs.
The report sboukl clearly explain state purcmsing policies aDd com:ctly attribute them to
tbe proper authority.

c. lDdirect costs, last paragraph. page 6. Tbe:re was 110 report~ed to the task
force by the Auditor ofPub1ic Acc:oUDts CODDMting DOC inveDtory. This iDfmmation
seems to have been du& up by sta1fin aD. attempt to disatdit iDformation provided by the
Deprar~ aDOther example oftbe II=g1bs to which staffhas gODe to advaDce a pasoaal
bias for the prime veudor coacept. The DcputweQt is, and will coudaue, to evaluate the
cost-effectiveness ofpriva1e con=tiom practices.. DOC did aan.jne, with the
DepaLtmeul ofPJanning and Budget in the closing moDlhs ofthc Allen Administration.
the issue ofjust-iD-time deliveries. VDOC's private com:ctioDs manager stale$ thIIt be
discussed with APA issues VDOC would stlJdy concemiDg privale coaectious praeticcs,
but did DOt mean to imply VDOC was implementing ~ust.in-timc" deliveries. VDOC·
will adopt policies coDSistcDt with prudcDt com:ctioDal managemeat.

5. AltetDatiYes to the Cuueor. Food Delivery System

a. Last paragniph, page 16. This paragraph should be deleted. While admittedly
~ task force Ukmbcrs have DOt been provided with staffwork papers to show how
an "extrapolation" ofVirgiIiia Tech'ls prime vendor program could result in savings to
prisoQs and memal hospitals ofSl.6 million. Corrections objects to any tepreseDWioDS

...., . :\ ..
:-- J j

a
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Dori Foods, Inc.
, WHOLESALE INSTlTUTJONAL FOOD orSTRIBU1'OR

1600 BELLEVILLE STREET. P.O. BOX 11365. RICHMOND, VA 23230.1365.804-355-1600

January 28. 2000

Mr. J. Granger Macfarlane
Task Force Chairman
Commonwealth of Virginia
Commonwealth Comoetition Council
PO Box 1475
Richmond, VA 23218.1475

RE: Task Force Study on the fOOd Delivery System for the
Prisons and Mental Health Hasp.tats in Virginia - DRAFT

Dear Chairman Macfariane:

I have reviewed the draft ~ort regarding the -Task Foree Study on the Food Delivery System for the Prisons
and Mental Health Hospitals in Virginia.· The contents of the report are: '

• Not the majority opinion" of the Task Force.
• Contain inaccurate data. deducing false conclusions.

Majority Opinion

The Task Force met Wednesday, December a, 1999 at the State Capitot to discuss and vote on the Table of
Contents for the report. The Task Force members voted on using the Tabte of Contents provided by a Task
Force member in lieu of a Table of Contents provided by the Staff of the Commonwealth Competition Council
(CCC). Unfortunately. the staff at the CCC, which ~blished their own Table of Contents. usurped the aetected"
Table of Contents.

A majority of the Task Force has written on two separate occasions to seek a meeting for the discussion of the
repot'fS content, conclusions and recommendations. In a democratic society. t feel that the majority vote
prevails. This has not occurred.

This nan-yote is the second incident in which the Members have not been allowed to vote on the contents of
data sent out on behalf of the Task Force. The first incident was the Prison and State Questionnaires that
were on the agenda to vote at the August 1999 Task Force meeting. These biased Questionnaires were not
discussed, nor voted on, prior to their issuance•. Once again. the staff at the CCC issued documents wlth'out
the consent of the majority of the Task Force. As a previously elected official I am confident you understand
the conceot of majority rule.

Inaccurate Information

There is so much inaccurate information in the report that it is difficult to know where to begin. Therefore, the
fOllowing table will compare and contrast some of the major differences between from the Craft and my
experiences as a Citizen Task Force Member.
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The Task Force never opined whether the amount is excessive. My ~

opinion is that it promotes competition among smaJl and large·
business..

'.~ I
I
I

nor i

I

'~:I-~~_ ..:·f; ~:~'~;~i¥;;~,:: .:. '~;..,.: . .". ':f~, ~ .... "
The Task Force has not discussed the analysis of the food delivery j

system while supporting maximum inmate assignments within the :
Department of Corrections (DOC). We learned how food is procured r

by the Agencies and hOW it is shipped to/received by the end user, :
We did not analyze. nor discuss. whether jt is efficient. We never'
received any presentations or recommendations maximlZing inmate:
a . ments or discussed them as a committee.

II", there are significant
in(Jireetlovemead costs associated with
the resent food dB'S em. II
",., an excessive amount of
procurement activity (372 food
vendors).,. "

u•••ol'Jl'Ortunity costs associated with
the present sy.uem by not maximizing
volume food purchasing and by not
taking advtJntage of 'oppOftunity buys'
offsrsd by I/endor:s. •

FACT: Conclusive data was presented to the Task Force confirming,
that the Virginia Distribution Center tvee) is a leader in voIUrTV3

i !
purchasing at low costs. .

i

FACT: A Task Foree member presented the Task Force a market:
basket anatysis comparing prices between the vee and Virginia,
Polytechnic Institute's prime vendor, US Foodservice. This analysts,
tndicated that the vee sells its goods all over the Commonwealth to .
1,100 plus shIPping points at approximately 25% less than US :
Foodservice does to on-campus locations.

The concept of ·opportunity buys" are inconsequential because the i
Commonwealth cannot legally participate; they are IIbuyer beware" i
itema. These commodities are net consistentfy available. may be
one time deats, may consist of inferior products such as miss·eut
meats. product out of date. non-graded products which does not
su rt the VOC's added-vafue of aU control.

UThe Task Fore. aLso collected
significant and informative data on
Virvinia .....

These surveys contain biased questions sotlcltlng negative answers. ;
The Questionnaires were preoared to aJtow the respondent to I
degrade the current system to support the CCC Staffs!
recommendations. I

.·8~:~ "?tL~ J~':,:'Jt~
The author of the report fails to take into account that the current
system affords Ujust in time- deliveries. If the customer requests
thetr order en a specific date and it is delivered one would consider
this has been receiVed ··ust in timel',

PNew York's Prime Vendor Program
has reduced '" ..

The Task Force never studied New York's Prime Vendor Program.
A presentation bY"th'eState of New York as to the merits of Prime
Vendor was not conducted. Based upon the Quotes and data
reported in the Report. tne Task Force shoujd have heard from the
source and been able to ask estions. A rentl the staff of the



Granger Macfanane
01/28100
Page 3 of 4

CCC conducted interviews. The Task Force has not discussed nor 'I

been presented with these statements.

Unfortunatety. the staff of the CCC never contacted the State of i
Texas to gather information as to why they maintain four separate Ii

central warehouses and ship to over 117 locations with an inmate
population of 160.000 in leiu of a Prime Vendor program. Tneir
purchasing and distribution methods are similar to Virginia.

Fact - facilities receive prodUd from the voe as requested whether I
they are monthty. semi-monthly, biweekly or weekly. Many facilities;
already have predetermined detivery times. Private vendors may be !

deliv.-ing milk: bread or produce on a dairy basis. which is a j

considered, appropriate for perishable item. :

The staff of the CCC referenced a mandatory 45-day food inventory ;
by individual prisons numerous times. The DOC has indicated that i
rumor to be falsel

The author has determined there is significant st~ge space. The i

Task Force never discussed nor analyzed the space. The Task!
Force did learn from the COC tnat the storage space was utitized In
a manner consistent with ublie sat

Nore The concept of -central food warehouses- must be ctarified.
The majority of Slates do nat operate a centra! warehouse, such as
Virginia. The majority of states utilize their COC or Mental Health
Departments to purchase food and food related items. The report
inaccurately notes that 19 of 35 state respondents do not operate
their awn central warehouses. In fact. the States of Florida, Missouri
and Louisiana have central warehouses in which supplier's ship to
one centra' warehouse. Further. the author fails to recognize or
regan that other states such as Pennsyjvania purChase their food I

requirements on a prison by orison basis in addition to statewide
contracts. Penns~vanta notes that they are "looking at thiS
pOSsibility for the future- based upon a review of their questionnaIre
res onse. •••

UThe majority of facilities f8C8;_
monthly orders fn:m state sources,
whereas it is mote frequent to receive
daily or weekly deliveries tram private
venctors.-

"Prisons are required to keep a 45 day
food inventory ;n stock .....

.:-.,~: I
. r-

(
f

I

These presenters are not significant sources of supply to the VDe - !
How would they know that a different program would save money for "
the Cammonwealth·s taxpayer? fronically, Doughties recently I
started to Quote the vee. i

"The current food de/iwJty system does This statement is fatse.· The current system of procuring items fram I
not maximiZe the .stale's~ numerous sources promotes competition and keep pUrchasing costs I

bu"n ower.· low.
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If the Task Force did not study costs, how can a presenter conclude i
the Commonwealth would save money?

This is an assumption of the author. Only one of the four largest food i
diStributors made a presentation to the Task Force.. The CCC staff !

notes that the Slate of New Vor1c had only two responsive bidde~s:

How would this type of competition be in the best interest of the
Commonwealth?

The Task Force never received any east analysis of other states
ms to 0 ine whetner the are cost eHective. .

F'S: There was only one alternative: Prime Vendor. No other i

alternatives were reviewed.I'J'I!III'......... _~......__...........~
UThe majority of the States that
responded to the Questionnaire
maintain a central warehOuse...

"AU four of the nationls largest
'broadline' food distributors have
facilities in Virginia. "

"State using altemative systems are
doin so in a cost..ffective faShion. "

"

i··~e ft1l:'

This re~ort represents the views of the staff of the CCC and possibly the minority members of the Task Force"
There has not been any fact-finding. The draft J)roposal has neither been discussed by the HJR 709 Task
Foree nor voted upon. This report has been written without the consent of the majority of the committee.

As a citizen of this Commonwealth, I am disturbed at the manner in which this study was performed. If this
study were a represe::'ltation of Task Foree studies. I would not have confidence in any futlJre study findings.
There is too much power in the hands of the staff that is supposed to "supporr- the committee in gathering
data.

The rePOrt should be a representation of the committees' recommendation not that of a single CCC staff
person and a personal agenda. Certain pieces of the report have been presented to the Task Force in
memos. Cenain pieces have been rebutted with factual data through written memos. None of the disputed
information appears anywhere in the report. Nor have any of· the comments provided by Task Force members
at the November 1999 been included In the report.

The irony is that an operation that proaJre5 approximately 524 million (Voe) can supply food and food reIated
gOOdS Cheaper than a $4.5 bilion (VA Tech) purchaser. This fad is in direct conflict for the alleged reason
that Supervalue. Inc. purchased Richfood Hakfings. Inc. - ltfo use COllective bUying power with manufactures to
keep prices low for itS customers and to be able to buy more efficientfy.·

Since my appointment prior to the second Task Force meeting. J haV& observed a process in which a
committee is provided with inaccurate and biased information. The lack of a vote destroys the whole process
of investigation and recommendation. The Task Force never came to a consensus on the Report.

Sincerely,

Cc: The Honorable Emmett W. Hanger. Jr.
The Honorable Ene Canter
The Honorable TheJma Drake
The Honorable G. Bryan Slater
HJR· 709 Task Force Members



VIRGINIA STATE UNIVERSITY
PEn:asaWG, VIRGINIA~

January 31, 2000

The HoDOrablc Emmett Hanger, Member
The Honorable Granger McFadml, Member
The Virginia General Assembly
State Capitol
RichmoDd, VA 23219

Dear Senators Hanger and McFarland'

In recent weeks, members ofthe Task Force Studying Food Service Delivery,
(tUR. 7(9), to mcPta1 institutions aDd com:cticmal facilities in VUgiDia have exchanged
vatying points ofview on the preseutation ofdata md recom""""MioDs in the fiDal
report to the Governor IIIId GeDeral Assembly. 1bc staffofthc Commonwealth
Competition Coancil bad the primary ~Dsibility for ammsmg public heariDgs and
gatbming aDd disscmiuatiDg cbda to tile membc:ls of the taskf~

In the documect that was distributed as a fiDal cItaft, tMre were eight
recommendations on pap 49. I do DOt recaI1 participatiDg in any discussicms tbIt led to
identifying those recomme:ndations as the fiDa1 work ofthe task force. Accordingly, I
would have serious~ODS about our ViOtko~ my serious examination if it
were pre" DIM to the Gcm:mor aDd GcDaal Assembly IS a definitive analysis ofthc
subject matter as envisioned in the bill spcmsored by Delcptc Drake.

Plcuc know that I 1111 williDg to continue my effOrts in taking such steps as arc
necessary to have a quality report prescJm:d wD= we reach a CODSCI1SUS on the import
and iDJ.pG of the rccommenc'·DODS.

""1"$V: ,.:..I• ....., ~c......" illc...I..,~v...-.-·
A.F ~F..",.,.,,£ MftgI......
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1999 SESSION

HOUSE JOINT RESOLUTION NO. 709

Requesting the Department of Mental Heal1h, lv/ental Retardarion and Substance Abuse Services, zhe
Department of Corrections, the Depanmenr of GeneraL Services and the Commonweairh
C~mpetitio1Z Council to establish a task jorce to srudy and anal:yze the food delivery system jor
pnsons and mental health hospitals and to examine alternatives to increase efficiency and lower
the cost to the Commonwealth's taxpayers while suppomng maximum i1%1'1Ul1e assignments wirhzn
the Depamnenr of Corrections.

Agreed to by the House of Delegate~February 23, 1999
Agreed to by the Senate, February 18, 1999

WHEREAS, as a result of increasing competition in the new global economy every private sector
entity bas been forced to examine every aspect of its operation to become more efficient and to
remain competitive in the new world marketplace; and

WHEREAS, increased competition ensuring that goods and services are produced as efficiently as
possible and are purchased from a low cost provider affects the way.that governments operate. and
especially the state governments; and

"WHEREAS, Virginia is an acknowledged leader among the states in using a variety of techniques
which promote more involvement of the private sector in providing goods and services that had
traditionally been provided by government, as well as in setting up a competitive framework. between
state agencies and the private sector to determine the most efficient method of providing the" goods;
and ••

"WHEREAS, this healthy competition and entrepreneurial spUit helps to increase efficic!ncy and
keep costs down~ and .

WHEREAS, in part because of the work of the Commonwealth Competition Council nwnerous
functioDS -l)f $We government have been privatized and stare agencies have been encouraged to bf
innovative in the way they provide other vital functions of government; and

WHEREAS, a significant pan of the state budget is spent on food delivery for the Department of
Corrections and the Department of Mental Health. Mental Retardation and Substance Abuse Services;
and

WHEREAS, the Commonwealth needs to maintain its vigilance in examining potential
opponmrities to increase efficiency aDd lower the cost of providing governmental services; now,
theref0le7 be it

RESOLVEe by the House of Delegates, the Senate conc:urriD& That the Depanme:Dt of Mental
Health, Mental Retardation and Substance Abuse Services, the Department of Corrections. the
Department of General Services and the Commonwealth Competition Council be requested to
establish a Wi: force to study and analyze the food de1ivmy system for prisons and mental health
hospitals and to examine a1t.erDaIives that would increase efficiency and reduce costS while supporting
maximum imDare assignments within the Depamnent of Correc:tiODS.

The task force shall c:cmsist of 8 membe!s who shall be appointed. as follows: the Director of the
DeparD:DeDt of Corrections; the Director of the Depanment of Mental Hea1~ Mental Retardation and
SubstanCe Abuse Services; the Director of the DepartD1ellt of Geoaal Services; ~ members o.f. the
Commonwealth Competition Council appointed by the cbaitmaD of the Council; and 3. Cluzen
members. two appointed by the Speaker of the House and one appointed by the Senate CommJ.~ on
Privileges and EJec:tioDS._ The task force shall elec:t a chaim1aD at its first meeting who sball be either
a citizen member or a member of the Commonwealth Competition Council

The Commonwealth Competition Council shall provide staff support for the study. The Dep~ent
of CorrectioDS~ the Departr:neDt of Mental Health., Mental Retardation and Substanee Abuse ServIces.
and the Department of General Services shall provide assistance to the task force, upon request.

The direct costs of this snuiy shall not exceed S2,000. .
The task force shall complete its work in time to submit its findings and recommendations to the

Governor and the 2000 Session of the General Assembly as provided in the procedures of thf
Division of Legislative Automated Systems for the processing of legislative doc:umeDts.

A-2
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Virginia Distribution Center
Briefing

for
TaskForce

House Joint Resolution No. 709
August 3, 1999

Presellted by:
".. '. Chcroyl Starr

.. Manager, Virginia IJislributit)n Center
COllllllollwcaltl. of Vi."ginia
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What Is VDC?

Authority

• Created by Senate Document 8-1960

! .•Title 2.1, Chapter 32, Article 3, Code ofVirginia 2.1
454.1B gives DGSIDPS statutory authority to
administer the Distribution Center

• Program title is Warehousing and Distribution
Services, Code Number 8240000, Appropriation Item

. .

Number 63, Chapter 668, 1989 Appropriations Act
. '

II '..



What Is VDC?

»
•......

Mission
• Best Value that meets customer needs

• -Lowest Cost for our customers

Accomplished through:

~ Maximum Competition

~ Volume Buying

Customers are agencies, institutions, public
.. ~ .

bodies and other qualified entities



What Is VDC?

»
I
00

• Procurement
I

- Develops specifications, purchases, receives,
'and warehouses commodities

• Distribution
- Through outsourced vendor
.. Flexible schedule to meet customer needs

• Quality Assurance
Ensures consistent quality ofproducts

• I.



What Is VDC?

VDC Organization Chart

r
r

I

~

Manager
Cheroyl ~tarr

I

»
I
\0 ....

Buyer Manager
Bill Tillman

1

Slate Procurement
Specialist Sonlor

Joe O'Brlon

I
Fiscal Technician Senior

linda Pllee

Buildings &
Grounds Supelvhmr

Joey Stodghll

I
Malnlenance Tra"e

Worker
Ted lane

Warehouse Manager
Frank Fair

.
Warehouse Trafftc

Supervisor I-

Brenda Dragg

Slate Procurement
H Specialist Senior

W.T. Goodwin

State Procurement
4 S~ctallst Sonlor

CratgSmllh

I
Laboratol}l
Specialist
Alice Gray

0",C8 Services
~ Spec'allat

Nancv leonard----
Office Services

H A8.'.lanl
Jackie RUK

Office Services
H Aisisiant

Vacant

Olflce Servtces
H Asslstanl

Mamie Fields

Program Support
y TechnIcian

Valerio tlussull

t-

L-

Warehouse
Supervisor

WUllamTabb

Warehouse
Worker

Terry RUger

Wafehouse
Worker

Bor.s Thornlon

r-

I-

r-

Warehouse Warehouso
Supervisor Senior Supervisor Senior 1-

William Vargas Wesley Brown

Warehouse
Speclatlsl Warehouse

Reginald Johnson Worker
Gregory Williams

Warehouse
,

Worker Warehouse
leroy Walker Speclalisl

PhtlllpRooks
Warehouse

Worker Warehousu J
Kanard T. Pugh Speclalisl

Jesse WO~~I~~!,



What Is VDC?

• Facility 155,000 Square Feet Deliveries to over 1,000
delivery points

t e FY99 Sales > $41 Million...
o

• VDC Annual Market Basket Survey comparison shows a
27.2% Food- Savings

• More than 50% of 1999 Vendor/Suppliers are Virginia based

• >66 Million pounds of product shipped in~~~~~\'

• Supported by an 8%marl{up' ~f Dow~ from ~)
\. ~~1% In 199~/l.~
._~ -'j}'IJ---

~- ..- .- .,j":-: -- ~ . . -;';
.-:.:;..;:,;..-' ~~';"7"4... .:.....;.-..... _ ... <1



VDC Value Added

J>
I.......

Selection

Convenience

Economies of
Scale

Quality

• Approximately 950 products
I

• Quality consistent to needs ofcustomers

• Full service catalog

• New products added to meet
customer 'needs



VDC Value Added

l>
I-..

N

.Selection

Convenience

Economies of
Scale

Quality

• Perform procurement activities for
our customers

• Flexible ordering alternatives

• VDC Catalog on Electronic Format

• Flexible delivery schedules based on
customer needs

• Virginia Industry for the Blind
products st()cked

.. .....
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Selection

Convenience

Economies of
Scale

Quality

VDC Value Added

• Low prices through volume purchasing
... .leverage buying powerfor the state
for sale to state agencies and localities

• All customer8.- realize the same benefits

• Transportation charges for state agencies and
institutions covered in our markup

. ...



VDC Value Added

Selection

Convenience

Economies of
Scale

Quality

»
I
--'
~

_________ ~ • Extensive Quality Assurance Program

~ Provides input for detailed specifications

~ Performs testing requirements

~ Conducts random product evaluations for
adherence to specs

~ Conducts sample evaluations for bidprogran,s

~ Conducts qualifiedproducts list evaluation

~ Responds to customer complaints

• Partners with customers through advisory
committees

...



VDC Value Added

Customer Comments .
Fairfax County Public Schools2 Food & Nutrition Services

" The VDC has helped us out in 89 many ways over the past
years,. Pricing has always been better when we have

! problems getting product......•VDC has been there to help us"
V1

Central Virginia Training Center2Food Operations Director

. ''The VDC staff have always been receptive to the issues and
concerns of their customers....."

County of Loudoun, Buyer

"One of the most important benefits is the cost savings found
in purchasing from the VDC. The suilerior service Hnd tiJnely
delivery Illu){e dealillg witl) tIle VDC ~lll clljoyable eXllcrticllcC."··
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VDC Value Added

Recent Develo~ments......

• Sales to Prime Vendors

I

• Independent Market Basket of
U.S. Food Service

II J

.• .. tI

II



Our Vision for the Future

»
I
~

.......

New Facility

• Consolidates multi-building & offsite storage into a
single state ofthe art facility

• High productive work environmentpromotes
greater inventory management opportunities

• High efficiency racking system

• Designed to accommodate high velocity receiving
and shipping

• Sufficient & appropriate space to accoml1lodate
i,lcreases in customer deillafll! .: ~
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Our Vision for the Future

Technology Tools

• State ofthe art warehouse & distribution system
I

• Bar code and radio frequency technology
. .

• Internet based real time customer ordering

• Integrated./inancials - VDC to DGS to DOA

• EDI capabilities between vendors & VDC

• EDI capabilities between VDC & customers
• " • . • lit '

. ~
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Sumntary

VDC .
Adds Value through selection, convenience,

economies of scale and quality

Geared to the future for our customers

"

Best value at the lowest price to meet customer needs

- through-

. Maximum competition aua'volullle buying



Conclusion

VDC...••.

Meeting customer mission critical needs today...

~ I with/ood savings 0/ 27.2% ...

while focusing on increasedprogram savings tomorrow!

Adding value and effectively using taxpayer $
.. ... ...
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.• Jails
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• Sheriff

-t Police

11 Schools

• Group IiQIlIeS
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APPENDIXF
FOOD DELIVERY SYSTEM

FEDERAL SUBSISTENCE PRIME VENDOR PROGRAM
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Supporting America's Fighting F~rces
, j

Subsistence Prime Vendor
Background

,.. • • 1 • ••
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• Jun 93 GAO report
,• A\lg 93' OSD directed implementation of a one

t year demonstration
II Joint Services Task Group (JTO) formed
II Report due to Congress Dec 95 .

• Congressional guidance to roll out 'the,Spy program in
1996 across the U.s.
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Subsistence Prime Vendor
What it Does

• Uses a single, full-line commercial
food distributor to deliver straight
to the dining facility

. • Orders using Electronic Commerce
methods

II Spy contracts are tailored to meet
customer needs

II Reduces DoD distribution costs
at all levels

II Eliminates or reduces inventory
. '

• Provides fresher product [s~PP()rlingAmerica's Fighting Forces_.
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Subsistence Prime Vendor
The Old Way

DINING
FACILITY I SHIP

11_1

INSTALLATION
• 2-10
•
: days
••••Order:
••••

Order
~ .............•.

.... .. 4. "

DSCP

Supporting America's Fighting Fnrces
r , _

COLD STORAGE
"DEPOT

•

SEMIPERISHABLE
DEPOT

Contracts
~ ...........•..

VEND.ORS 75 day~ •
» I •••
~ .--'. ..~... MRO i

varIes •••• :
•• •by item •••••

••••••
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Subsistence Prime Vendor
The Prime Vendor Way

INSTALLATION

"DSCP'

.. ..

24-48I-IOURS
DELIVERS

~
DINING
FACILITY I SIIIP

m_~
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_:;?,;;, :. III · ill ~ !
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ORDERS

~:>
",
~.--

~

BOTH ~
SEM1PERlSHABLE.~
& PERISHABLE

CONTRACT
VENDOR
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t
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SupportIng America's Fighting Forces
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Benefits ofPrime Vendor

• Ele,ctronic ordering - interfaces w/service systems
II Reduced inventory .
II Reduced DoD distribution costs at all levels
III Contracts tailored to meet individual customer needs

t II Increased customer choice an.d product variety
~ II Provides brand name items - NAPAs

II Rebates/discounts
II Reduced labor and handling costs - fixed price

distribution fee
'II Increased delivery frequency
II Provides fresher product
• Provides an opportunity for one stop shopping
II Better fill rates '. . ... ;"
• Enh~cedcusto~erservice I~S-U-D-P-o-rt-~-9-A-~~e~-fu-a-~~~-~-h-~-g~~-or---1~sl
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6,400 Items
1,000 Brands

146 Agreemel1ts ...,~
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Supporting America's Fighting Forces
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National Allowance
Pricing

• Commercial practice for luajor customers
+ Prices held for minimum six months

• Prices negotiated are lower than
what's available to Prime Vendor

• Continuous negotiations; priority .
on Service requirements

F
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APPENDIXG
DEPARTh1ENT OF AGRlCULTURE AND CONSUMER SERVICES

PRESENTATION BRIEF
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Virginia Department of

Agriculture &

. Consumer Servic·es
• •

Food Distribution Program for

USDA Donated Commo'dities

Steven W Thomas

Administrator
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GENERAL SYSTEM DATA

a State-divided into seven service regions

a Invitation for Bid per region offers one year contract
term with four one year renewal options

a Contract parameters:
Projected volume of foods
Storage facility requirements
Account inventory & activity·
Delivery frequency & time requirements
Direct billing to agencies for services
646,000 cases ofUSDA donated foods valued at
$18,1 07,000 handled through the distributors

a Clientele served:
Child Nutrition Programs - 562,000 children
Charitable, Correctional &
Summer Feeding Programs - 105,000

a Agencies served:
132 public school districts (appr 1,350 schools)

96 private or state schools
104 public or private non-profit institutions

59 state hospitals and correctional facilities
107 summer camps and feeding programs



ADVANTAGES OF USING VDACS'
CONTRACTED FOOD DISTRIBUTORS:

lIS' Private sector expertise in inventory
control and food delivery

lIS' Appropriate food storage and
transportation conditions

• •

~ Eliminates state investment in fa~ility

construction and maintenance

lIS' Eliminates associated state personnel costs
for food distribution

lIS' Low storage and delivery fees resulting
from competitive bid process

~ Standard regional delivery fees that
eliminate excessive charges for remotely
located agencies

A-35



~ Standard delivery fees for a full year
(contract term) for budgeting and
monitoring purposes

~ Delivery frequency based on recipient
agency needs

•

~ Contracted distributors charge service fees
4irectly to recipient agencies

~ Eliminates need for state funds to advance
payments and then collect from agencies

A-36



DISADVANTAGES TO USING
CONTRACTED DISTRIBUTORS:

@ Changing distributors requires relocation
ofexisting inventory

@ Changing distributors requires retraining
and orientation ofrecipient agencies to new

. distributor operations
••

® Current industry consolidation results in
reduced contractor competition

® Logistical difficulties in canceling
contracts for non-compliance, awarding
new contracts and continuing service to
recipient agencies

® Reduced flexibility when unanticipated
service needs are not provided for in the
contract
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APPENDIXH
VIRGINIA POLYTECHNIC INSTITUTE AND STATE UNIVERSITY

PRESENTAnON BRIEF



Prime Vending at Virginia Tech
Overview

I. Virginia Tech Culinary Services

II. The Need for Change: Why Prime Vending?

ill. History ofPurebasing and Not Meeting Customer
Needs

IV. Prime Vending: Meeting and Exceeding Customer
Needs and Expectations

v. Summary and Recommendations

A-39
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I. Virginia Tech Culinary Services

• Department of Residential and DiniDg Programs

• $20 millioD operating budget

• Serve 15,000 meals per day

• Employ a staff of825-225 classified, 250 wage,
350 student

• 11til largest dining operation in the United States on a
university campus

• Award winDing program - NACUFS Grand
Prize WiDner: West End Market

n. The Need for Cbange: Why Prime Vending?

• Improve customer satisfaction

• Organizational goal to improve efficiency

- Good stewards of student fees

- Lowest meal fees ill the State of Virginia

- Over a six year period, the average increase
ill fees has heeD 1.5%

m. mstory ofPurchasing and Not Meeting Customer
Needs

• Virginia Distribution Center (VDC) problems:

- Low quality products

- Will deliver to only one centra1locatioD, Dot to all
operating unit
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- Timeliness issues: took two -three weeks from order to
delivery

VDC was not cost effective

Cost Comparison - 1995

Food Cost

Redelivery Costs

Inventory Costs

Prime Vendor
$5,000,000.00

56,000.00

Vendor
S5,000,000.00

5300,000.00

524,000.00

Waste/Out of date 1% .$1,000.00 $4,000.00

Rebates (575,000.00)

------------------------yi ·
Total Costs 54,932,000.00

•
SS,328,000.00 .

Net Savings (before $396,000.00
Debt SenricelRent)

Debt ServicelRent SI56,OOO.OO
Savings on Warehouse

Total Prime
Vendor Savings 5552,000.00

Cost Comparison - 1999

Food Cost

Redelivery Costs

Inventory Costs

Prime Vendor
55,340,000.00

56,000.00

VDC
S5,000,000.00

$360,000.00

$24,000.00

Waste/Out of date 1% 51,000.00
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Rebates ($70,000.00)'

Full Time Staff (S52,OOO.OO)

Total Costs 55,225,000.00 55,388,000.00

Net Savings (before $163,000.00
Debt/Service Reat)

Debt ServicelRent 5156,000.00
Savings on Warehouse

Total Prime
Vendor Savings 5319,000.00

IV. Prime Y'ending: Meeting and Exceeding Customer
Needs and ExpectatioDs

• Superior service - prime vendors are experts at what they
do.

- Deliver 5 days per week, 6 different
locatioDS

99% fiB rate

- 128 retarD trips ill 1998-99

- Orden placed 2 days iD advance, add-oDS 4 p.m. day
before (14 boulS before delivery)

• ExceUeat flexibility

- Order from 7800 stock items

- New product requests

- Respond to customer needs in one day

• Cost Competitive:

.6
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- $1.76 per case delivery fee (drayage)

SO.07 per pound delivery fee 00 catch
weight items

- Rebate of .9°~ on all purchases

- Discount of .S°h. on all 14 day payments

- On-site representative - 552,000.00

v. Summary and Recommendations

• Prime vendor service and costs are outstanding

- We are very pleased

·Savings 015319,000.00 - 5552,000.00 per
year

• RecommendatioDS

- Oose Virginia Distribution Center (VDC)

- Go prime veDdor statewide

- Concentrate efforts OD levenged purchasiDg

- Use private sector model i.e. Compass aDd Aramark

- State to act as a "buying group", prime vendor to act as
a warehoasiDg and just-iD-time delivery agent -

.A-43
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Prime Vendor Proposal for Virginia Tech

Summary
Thank you for the opportUnity to propose a prime vendor relatioaship berween US FOODSERVICE and
V u-giniaTech." ~

Hirbligbts of the proposal :

• Our pwposes are these :
.- Provide the~ food and food related supplies VPI "wants.
• Provide servIce mat is UDCIersIaDdable mel reuablc.
• Provide drayage that is accurar.e.
• Administer a mat is easily audited. .
• ~ VPI coZ::C by obtaining the best price I value available.
• Help esablish a CuliDarY Developmem Program.

• We understaDd the iDitia1 term oftbis contact is oue(I) yar aDd aD exleDsioD. will be agreed upon
during negotiariODS. . .

• We UDderstaDd our lespODSibi1ity 10 1'M\1ace any out OfstDc:k items with aD item ofthe same or hi2hc
quality at the origiDal Stock item UDiiPrice. ~ -

•
• We will supply ,~aaaJysis far alI produdS used.

• We will replace same day, ifdNDedDeCess~VPI.~ darnapd. iDcomc:t, or otherwise
DOt to spec#ieatiODS aDd Will DrDVide credit ~opriare. We uDaerstaDd we will be charged
for auy repJacemeat product VPI is forced 10 aeepze Dom aaadzer veador. -

• Our deliveries will be to the five l0c:azi0Ds listed with~1e £mure aclditiODS IDd shall be made
daily benveea. the hours ~i S LDL aDd 10 a.m. widl SoItthpe deIiva'ed first.

• We will deliver wheD Decess~ OIl greed~ selected holidays wbm Odjnary and I or DBHCC ~C;.:are~ daiS list of'possi:ile hoijcfays. We dO DDt deliver OIl saturday, Sunday,
.. Day, ChrisImas Day orNew Yam Day. ,"

• Deliveries will~arJ.wiappeclllld~at«l aad delivered aDd iaYoiced as iDstruc:ted.
Product will be· in dim_ c:omm1hil vibicles subject 10 verificarioD..

• There will be DO minimum~~CIdSwidl tiIll kDowledp that Culinary and OBHCC will
make every aaempt to mnimm: diliveies. "

• Invoices will be sepaaze per locatioJiad I or openuioDa1 UDit.

• _" We understiud dill our iDvoic:es wjl1 be periodically .ulhed 10 assure a=ncy aDd compliance.

• We fUrther 1IIldemaDd1l1li VPI may~SUPP.yjDg DlIQIIDCNl"m to diIdose all rebates..
allowances, bemuses aDd ctiscxJrans OflIlY tiDd WhiCh accrue 10 me COIItt'aCIDI". " .

• We acimowledge tbal we must~deby July 1, 1998 a c:ross-refcreace system berween our
inventory aumDers and me Fooa Pro iDvemmy DUZDbers. ..

• We will provide computerized program upda%es aDd curreat product lisrings.

• We will obtain mel forward markeDDg mel men:bandisiDg programs aDd promotioDal awerial (i.p
" flyer. tabl~ etc.) forproduClS sold to Culiaary. .
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• ... We will obtain and traCk rebates aDd promoticmaJ. allowances. Totals will be acamluiated and
submined to vendors for paymem. . .

• ~ested cbaD~ (iDcreasesIclecfeases) aD ~mmodityitems will be submitted seVeD (7) Cia,
prior. to the ead ofthe cuneDt JIlODdl, The price in affect OD die 7*~ prior to the end of the mozi
Will be the price for the neD.momh. Commodity item .priciDg may f1ucDt.e md increa.sesld~
in laid-incest sba1l be passed OIl weekly. . .

• The dr;Iyage fee shall remain firm for the iDirial year ofthis CODI%3Ct. Aay ~estedchange
thereafter must be submitted ill~ to the Purchasing Depanmea:t by FebrUary 1and the
approved fee will be etfec:tiv~ the following July 1. .

• We undemand and will abide by the iDsunmce requiremems~ in Amdnncm C #12

• Your farjJifjes caD order fmm over 7000 differeat items.

• A dedicated service~~ provide in persall support to aU UIIiu on a daily basis.

• We offer Eleeutmic OrderEDuY via UDS! Direct Cusramer OrderEzmy System. We will openly
disaJss equipmcat requiremems. . ."

. '.. .

• We oifer aD early paymmt discount of ~% for payDum witbiD 14 days or regular terms of net 28
days. . .: .

• We offer a doDatiou to fimd a Odinary Deve10pmcmProgram..

• We offer a reb~ trlck:ing~ by veador 10 c:aptDre all possible mmrfacmrers t rebu.es.

• VPI will ba.ve access to.1De:chapdisiDgpro~ iDcfn4iDs a Food Fair. OIl _ ~rt~ilfoker an
!,UlmttaetrmDg reps, M1'S'2"ce mopaarur reb_ Deann"'?aS, aad ofUSE specialiSU. .

• VPI 'Will have tan free access to USF via phone or E-MaiL

• VPI will have the ability to iDterface widl the Food Pm Meau System

• Costs in effect ])ecember 1.1997 have beaa pmvided for all the 100 BraDd Specific~ along with
doaUDems supportiDg these c:as&s. . •

• Similarly, casts ill cff'ect December 1. 1997 have beeD~ded far!be 100 Best~ items. .
MannfaC'm'er~carioD sbeeIs are iDc1uded far eadi pmduc:t that diff'en fmm me BraDd Specific

. items list along 'With dac::umeDls supporriDs these COSIS.

• We have provided a sample dac:umeat wbich sboM the mmnfaC'uzas' rebaus, growths programs
ere.

• We have submiad die produds avaiJab~ list IDd haYe provided a mmufacnzrers' specifications
shes for aDy equivalem pnxIuC21 uriJjzel

.' -We have pmridccla sample iIlYoiCe I delivery ticka.

•. ~e have provided a IistiDs at the mam~d"JmSaAleady in use.

• ~e have provided a IistiDs ofour campI_ pmdw:t !iDe.

• We have pmvided aD audited financial stateIJ1eat FYE 1997.
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- Doughtie's SYSCO Food Services, Inc.
Presentation Overview

• Doughtie's SYSCO: Our Company and our Future Plans

• Advantages/Capabilities of Major Broadline Food Service Distributors

• Commercial Prime Vendor Cost and Opportunity For Savings -

• Recommendation for Pilot Demonstration Project
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Doughtie's SYSCO Food Services, Inc.'
Company Overview and Future Plans

• FY 98 Sales Exceeded $87 Million

• Currently Serve Over 2,500 Customers in Virginia, Maryland, Nonh
Carolina, Delaware & Washington, D.C.

• Currently Serve as Prime Vendor for All Shore-Based Hampton Roads
Military Dining Halls

• Currently Serves 50 Virginia Institutions as part of the USDA Commodity
Program

+++++ Future Plaas ..+++. a

(As a new affiliate ofthe SYSCO Corporation· America's Leading Marketer ofQuality Assured Food
Service Products) .

• Scheduled to Complete State-of-the-AJ1250,OOO + square foot Distribution
Facility by January 2001

• Anticipated Sales are $250 million First Year in New Facility

• Purchasing Power ofa $16 Billion Dollar Company

• 10,000 ++ Food and Food Related Products Wtllbe Available in New Facility
with Delivery Supponed by 125 Refrigerated Tractor-Trailers

• Expect to Serve over 5,000 Customers During First Year in New Facilio/
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Ad:vantages of Broadline Food Service Distributors

Extensive Quality Assurance Program at Manufacturer and Distribution Locations

Professional Buyer Negotiations with Manufacnirers to Obtain Best Pricing

Extensive Product Selection (10,000 + Items)

Consistent 98% ++ Order Fill Rates

Extensive Brand name and Private Label Options

Automated On-Line Order Placement with On-Hand Stock Level Visibility

Frequent "Just-In-Time" Deliveries Available (Eliminates Extensive Inve~1tory

Levels)
• a

Next Day "Just-In-Time" Deliveries Available Statewide Via SYSCO
Organization

Streamline the State's Overall Food DeliverylDistribution System

Quick Access to New Products on the Market

High Inventory Turns Ensures Fresher Product

Customized Management Information Reports Available Based on Customer
Requirements Facilitating Customer Financial Management Function

Product Knowledge & Education Training for Customers



Commercial Prime Vendor Cost
Opportunity For Savings

• Customer Cost Varies With Total Volume of Sales, Product Quality Requested B~

Customer, Average Order Size, Delivery Frequency, Location ofDelivery Points,
and Value Added Services Desired by Customer

• Opponunities Exist to Reduce Costs By Consolidating State Requirements \.vith
those of SYSCO

• Reduction in Cost in the Total Food Delivery Chain

• Greatest Savings Opportunities are Achievable By Reducing or Eliminating
Labor, Warehouse Space, and Overhead Expense Now Existing in the Sta1e~s
Current System ••

•

• Similar Savings Achieved in the Federal Subsistence Prime Vendor Program
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Pilot Demonstration Project Recommended
. Doughtie's SYSCO Offer

• Pilot Program Would Help State Identify Costs Associated With Current Supply
Chain

• Doughtie's SYSCO Will Provide Prime Vendor Support On a Cost Plus Basis

• Doughtie's SYSCO Will Provide "Customer Connection" Software to Facilitate
Automated On-Line Ordering

• Recommend Larger Facilities Willing to Eliminate Large Inventory Be Selected

• Doughties SYSCO Will Assist Customer In Identifying Product Requirements an,
Ordering Frequency

• Single Site or Multiple Sites Can Be Included In Pilot Project
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Sysco Food Services of Virginia
Presentation Overview

• Sysco Virginia-Who are we?

• What Can a Distributor Do For You?

• Can a Prime Vendor Relationship Save
Virginia Money $$$? .

• Could We Try it Somewhere?

. ..
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Sysco Food Services of Virginia
Who Are We?

• 30/48 Year Old Company
• Growing Company-$17+ Billion/$165 Million

• Over 3000 Customers in Virginia, West Virginia, Maryland, and Nortll
Carolina.

• Part ofLocal.Community-Rocl(ingham County based

• Over 1 "in stock" for Next Day Delivery- Handled
Properly

• 210,000 Square Foot "State-of-the-Art" Facility

• .Entrepreneurial Spirit

..
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Sysco Food Services of Virginia

Reduce Excessive Inventory
Next Day Delivery

Direct Order Entry.
Variety-Over 10,000 Items "In-Stock"

Sysco Quality Assured Products

• Buying Leverage - $17+ Billion
• Merchandisers IUd Buyers
• Negotiated Costs/Contracts

Best Fill Rates in Industry (>99.25%) !
Customer Seminars & Training

~ood Show Additional Savings

New IleiTIS. .
• InfOrination Services - RelJorling



·Sysco Food Services of Virginia
A Prime Vendor Relationship-.Cim Save Virginia Money

• Our Price Includes Shipping
• Contractual C~sts
• Eliminate State Overhead in Labor,

r Warehouse Space and Excess
~ Management

• Ability to be Flexible
• Ability to Force Consistency

• Leverage lllUB... Size
• Reduction in ShrinklDamage

Double Savings

.;
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Talking Points on _
~---------.;.-. Food Distribution
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KPMG

To: HJR 709 Task Force

FraIn: KPMG

CC: NlA

Date: 10/28199

Re: Talking Points on Food Distribution

A. Purpose

The purpose of this document is to pr'esent an 0Vf!SVierN of the ehatlenges and opportunities related to
the i1stitutionaf food distribution cha d tel. It is not based upon a detaied anatysis of the HJR 709 Task
Force ex its affiIiatialS. Instead. it represents an independent review of the issues at hand.

B. Asstmpticns

In preparing these TaIkilg Points, we made the foIIow;r.g assumptions:

• Sales and 1hrtxq'tput il1999 is approximately $32 mirlOn

• Average inventery value at the distrIJuticn center is $6.1 millicn

• Demand wi rp:1N at an average rate per)18' (No substantial jc.mps)

• Order iltegrity and seady is essential a1d subject to SU'ider comols tha'1 COl IU IterciaI
entities

• The HJR 709 Task Force is open to calSideri1g at viable options fer servi1g the channef.
inctuditg outscudng

C. AItematNes

This dexUnent facusesen'" prin8yallel'8i~

1) S-Case cieINd as mail .tailing lie exis1i iQ State rtI't distribution etaameI

2} 0utIalfte defilled as CUISCUti'G 1he enh food distrbiiDn apesaIiDI i to a 1hi'd pcny
sirnB'm Sysc:o crAnIT8k

3) Hybrid, defin8d as P8'tIaemg wilt a food service disi'tJUD' fer pnxuement and deliverY
to the dislrtUion center with &1aI order set!ctiQ. aid defiVeIy petfamed by the t-UR 709
Task Force. PoteIItiai panners might n:Jude Sysc:o, SuperVaiu or Fleming
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D. Analysis Components

Each alternative was rated on a scale of 1 to 3 with , representing "the besr and 3 representing "'the
worsf based upon the following criteria: .

1) Overall Supply Chain Cost (induding cost of goods and physicaJ distribution) (OveraJII
SC$)

2) Inventory carrying Cost (ICC)

3) Assortment (Assortment)

4) Delivery Frequency (Deliver Freq.)

5) Order~ (Order /la,.)

6} Product Quajity (freshness and overall condition upon delivery) (Quaiity)

7) Administration (order reconciiation and paperwori( at both the customer and headquarters
level) (Admin $)

Exhibit 1 COl dains a surrmary of the ranking by aiteria for each attemative. SCoring was based upon- l

industry~ of pesta i iaance capabitities and experience.

Exhibit 1 - Ranmg of Performance Potential

# Option Overall ICC Assort- Deliver Order Quatity Admin Total
jSCS ment Freq. Aa;. $

1. Base Case 3 3 3 3 1 3 1 I 17
i

2. Outsoun::e 2 1 1 1 3 2 3 13 I
I

3. Hybrid 1 ·2 2" 2 2 1 2 , 12
-

E. Fncfngs

As shown ., sedion O. option 1. opesati '9 an independent food seNice distribUticn operation is the
least desiable based upon a subjectiYe review of the above criteria. What the chart does not show.
however, are the inpact on the i Ita tgtie issues that. in combination. caukt make 1he Base case
feasble. .

The prWnary bl'idatical for judging the base case as undesi"abIe is due to .. lOW volume associated
with the opeatiol i. In shctt. an i'IdepeIldent opeatiQ1 with less that $1B doHars cannot compete on a
level pIayi1g field with toeIaYs "rNWket leaders. Even if the HJR 709 Task Fon:e ObtainS guaranteed
fa\aabIe pricing on proanment, the cost of overhead (administration. systems support. phySical
ciistrixJtian. etc.) is a heavy tuden.
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A few of the many disadvantages that a small volume operation must overcome indude:

• Volume leverage in all areas. including: purchasing (buy;ng pOwer). inventory (safety stock).
assortment. and operating effidency

• Transportation effic1ency in terms of detivery size from vendors (LTl vs TL) and delivery
density on route dejivery for outbound

• Overall opelam 19 efficiency (overhead and tabor performance with" disbibution operations)

• Justifying C8pitallnves1ments fer information technology and faciflties

F. Opportunities

The HJR 709 Task Force can pursue a number of opponunities 1hat can potentially make the operation
a valuable ccmponent of1he supply chan. Examples i"ldude:

• Ince&WIg the dep1h and breadth of services offerec1. 0pp0r1unities indude:

• Serving as a consolidation point for multiple commodities (Fooc1 raN materials. supplies,
uniforms. etc.)

• Performing value added services for the end users. indudng: order verification. billing, •••vendor mal aagement, etc.)

• Adding prepcwed foods and/or meals to reduce the burden on 1he kitchens at the customer
level

G. Recommended Next Steps

Frrst and foremost, we reccmme lei that 1M HJR 709 Task Force develop a dear vision of their rae in
the suppty chain. Considetations should include:

• o.eciI Sbalegy - What Uw;tia tS should I manage and what companents shoutd I
outsouree?

• Performa ICe Meauement· What petfaTnance metrics should I meaue myself against
(cost. order cyde tine.. order fill rate, quality. acaney, deINery frequency, on time
deiNery. etc.)

• Pnx:uwnent Sa*yy - Should you purchase direct fran vendors. coIIabcWate with a
wt'ircles a'er~ cr eutseuce the entire operation?

• DistrIxJtian StraIIBgy- What is the role. form, and function eX the disIrIxJIion opeiatioC~s)

(stack a'Id disarbJI8. pick. pack. and distrbJte, cross dock. or consaidate CI1d~)

• DeINery Sbalegy - What is the frecpIncy cI deiNerY? 00' -r:Nd this opesation or
outsotJ'Ce it'?
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Second. once the strategy is deatiy defined, the HJR 709 Task Force must devetop the infrastructure
reQuired to achieve ttle vision. Implementation requirements may indude upgrading information
technology. negotiating for third party services, and upgrading in house operations

H. Risks

The risks associated with pursuing the above path are concentrated around the ability to reacM the
"righr ccndusion. Examples include:

• Cost analysis - The Quality of rnormation is critical

• Third Party SeIec:tion - My third party will want a long term QJllbaet if we expect them to .
provide a c:ompetitive price for their services. /J.s a result. you must "know the numbers"
and develop and conduct a "'bulletproof' seiection process or risk getting stuck wittI a bad
deal.

• ExclusMty - Do you have a captive customer or do they have a choice? How do you Jock
them in once you commit down a path?



...,
U)

=
fa.

=
III
I-

?-.
Z
IU
~.

YI
U)

a:
a-
ce
YA
I-
Z
~

..~

A-63



Meeting Objectives
I'~\
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~

During today's meeting, we would like to accomplish
the following:

- Introduce KPMG
»
I

~ - Share our vision of Supply Chain Management

- Establish the Business Context

- Learn more about your issues and opportunities

. ...
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KPMG Is the World's Largest
,,//~ Professional Services Firm

fNTERPRI8,2ENYERPRI81 - _

.. . l
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KPMG LLP is a limited liability partnership providing sophisticated assurance,
tax and leading-edge business consulting services around the world

In 1997 we proudly celebrated our 100th anniver~ary in business establishing a
global reputation as a trusted and proven business partner

Global
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KPMG Consulting is backed by KPMG's 100 years of experience and cornrnihnent to quality client service.
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t~PMG Consulting Busioness Model
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KPMG Public Services
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• KPMG was cited as the #1 Federal Management Consulting Firm by
Government Executive Magazine

• KPMG is, 'one of the "Top 200 Federal Contractors" based on annual
revenues
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Introduction.
, ..~-..........
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KPMG is a firm united around a compelling business vision: To help
businesses capture, manage, refine, and use information to create
knowledge that, when effectively applied, raises shareholder value.

From end-ta-end solutions to end-la-end support, we assist our clients in
achieving sustainable competitive advantage and business success.

KPMG has a global presence to support and serve our clients with over
» 100,000 people in over 1,100 offices around the world.
I
Ol
00

Imr-
KPMG Consulting ;s backed by 102 years of experience and

commitment to quality client service.
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....~ Introduction
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We believe that the business environment will continue to
evolve, leading to a society which depends more on information
and Jess on "physical assets" to succeed.

.
Based upon the above premise, the following Leading Edge
Trends are emerging as "prerequisites to survival," including:

»
I

$ - Enterprise 2 Enterprise Collaboration between trading
partners and competitors enabled by electronic commerce

- Disintermediation (the elimination of the "middle man")

- Application Portfolio Assembly as it relates.'to technology

- Configure, to Order enabled by Internet Technology replacing
"Make to Stock" resulting in drastically shorter lead times

...
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Introduction·
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Supply chain management encompasses the coordination,
integration and profit maximization associated with the flow of
product, information, money, and services across multiple trading
partners.' enterprises.

Suppliers Manufacturers Distributors Retailers Consumers

»
I

""o

This includes an end-lo-end understanding of vendors, customers,
channels, operations, and integration capabilities. Decisions are

11't'- driven from the right to the left, beginnirig with the consumer.
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Traditional Thinking no Longer Applies

Manufacturers

~~.

Retailers

Distributors

~" .
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Suppliers

.Transportation

Consumers

..
We believe that the Supply Chain is driven by the consumer and all segments

J~ft~ must work together to meet the consumer's needs and expectations.
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• In tomorrow's Global economy, successful Supply Chain
management will depend upon the ability to ENHANCE, not
INHIBIT, the execution of a company's vision. Stated simply,
we must have:

- Flexibility to adapt to changes in demand

t - Trust in our trading partners to deliver on their commitments
N

- Confidence in the information upon which decisions are made

• At the end of the day, companies will measure the
performance of their Supply Chain based upon the perceived
value and contribution to the bottom line.

• As stated earlier, keys to success include the ability to
integrate seamlessly with your tr~ding partners and, in some
cases, your competitors. . .

."..



Introduction
·.,.~

ENTEAPR18E2ENTEAPRI81 •••••••••••••••••••••••••••••••••••••••••••••••••••••••••

'~tll';

We believe there are five stages ofsupply chain evolution. Each
stage represents a milestone in supply chain performance.
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Each stage displays distinguishing characterisll~ithat(~~~l-th~f~~ndation(0;--1

identifying, or "targeting" itnprovement opportunities
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The Solution Targeting Approach mentioned on the previous
slide is driven offan opportunistic review of 5 key areas:
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- .Map performance in 5 key
areas: Strategy, Process,
Technology, People, and
Infrastructure

The resulting performance
"maps" reveal opportunities
to "target" solutions

- This process focuses
attention on areas which offer
the highest return on
Investment

,. ~.

We call this the " . evers of change1m'
•
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The resulting "diagnosis" highlights specific solutions within
nine key areas, or "Themes"
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...each theme is designed to deliver Tact;"cal, Measurable Results I~
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The Business Context
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The Grocery industry continues to evolve in response to
consumer demand and competitive .pressures
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The Business Context
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Performance is measured across many dimensions, some of
which are shown below:

~ Physical Distribution Only

198% Overall 99.50/0 on ;Key service level measure
I core items ;I '. .. . '" ' " ,.. .....', " ..

I2 to 7 deliveries per week 'Small volume locations
: receive 2 deliveries per
:week and large volume
!locations receive daily

. : ~.eIiY~.ri~s
,Velocity is driven by low
. margins

: Dry Grocery > 20
:Perishables > 50. ,

<$0.40 Per Case

Inventory Turns

Cost Per Case To
Distribute

Order Fill Rate

Delivery Frequency
}>
I
-..J....,
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The business world as we know it is changing at
lightning or should we say internet speedl In fact,
the issues and challenges are only getting greater:

• Electronic Commerce itself is evolving:

- Old Way - Transactional (electronic execution
of transactions, ie, EDt)

- New Way - Information Sharirlg (electronic
exchange of information, ie, web-based
catalogs)

- Future Way - Collaborative (electronic
collaboration on strategic,tactical, and
operational plans, ie, networks)

Im"--
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• TechnQlogy is the enabler

- The Internet Revolution

- The ERP Foundation
l>

~ - The Application Portfolio
Opportunity

..
..
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e-Business'

Integrated suites of services that build off ERP functionality to
enhance communication between trading partners are the key

>
I
JO
~
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Advanced Planning Systems
- i2
~ Manugistics
- SAP/APO

E - Purchasing
- Aspect Development,

Inc.
- Intelisys Electronic

Commerce, LLC
- E-piphony
- Ariba

Supply Chain Visibility
- Descartes
- Microsoft VCl/Biztalk
- Extricity

Distribution Center
Management Systems

- Exe
- Optum
- McHugh

".
"
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Within the Grocery industry, e-Business is gaining
momentum
• Home Shopping Services

- Peapod

» - "Homegrocer.com
1
00

N - Webvan

- NetGrocer, Inc

- Scotty's Home Market

• Pay On Scan I Scan Based Trading

• POS Data Mining and Customer Loyalty Programs

• Collaborative Forecasting and Replenishment (CPFR)

• Electronic purchasing and replenishment enabled by CAO
(comp~ter"assisted ordering) and ~'"~

".
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Collaboration
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"True" Collaboration is the future .....

Execution focus

Shelf line up

Consumer channel

Decision style

Types of technology

Who perform activity

Key measures

•

'f'l~~
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Spotli~ht on Performance
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More and more, companies are looking at their Supply Chains
as an integral part of the "Profitability Mix" and not as a
"necess~ry evil. "

Early adopters are tying Supply Chain performance directly to
business objectives:

»
I

~
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Business Objectives
• Revenue

enhancement
• Quality improvement
• Trading partner

flexibility
• Capital asset

utilization
• Customer service

enhancement
• Market

responsiveness
• Inventory optimization
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Supply Chain Drivers
• Service levels

(Accuracy, Fill Rates,
Cycle Times)

• Inventory
(Redundancy,
Accuracy, Shrink)

• Cost Control (Efficient
vs Effective)

• Asset Management '
(Own vs Buy)

• Visibility - Latency
Reduction



Where Do We Go From Here?
"'~II ~
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In summary, we must continue to move forward, expanding
our thinking past our "own" Supply Chain to include our
trading partners and their trading partrJers Supply Chains.

Data Integrity and
Visibility 11'"-

j
"UI'~-6.ilL: "'~;LI'--.lr :;. ..i:tU..:lIio"'-.I",I.~·~-t;1~:r...,:.ll"='.r.,q''-f~~''

•
),

Flexibility and
Responsiveness

Collaboration Ii- .
II

Shared Goals,
Objectives and Results

•Elimination of
Redundancy and Non~

Value Added Activities

Supply Chain Value

I

If successful, we will reach a true "Enterprjs~2:Eqterprise" state which will
~~~, I . all~w all of us to achieve our goals.

. ·I-"J.-r--.~.T ,"•• 1 •.. ~._j__I_•.• i. '.CJ.' ... II.',I._.II.'
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Public institutional Food'·
Service in health care

• Food Service Program in
DMHMRSAS
+ Richard B. Fisher

• Angela Chiang
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What is Cook/Chill
technology? .
• Food is prepared for menus

several days in advance

• Prescribed recipes are used

• Food is cooked during one 8-hour
shift, 5 days a week

• Food is blast chilled to 34 0 F a'nd
$~ored up to 5 days in bulk

• Just before ~onsumption, food is
.reheated to 1~O°F (internal)
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How does DMHMRSAS
use Cook/Chill
technology?
• Blast chillers are used for rapid

. chilling process

• Rethermalization process is done
with tray based retherm units and
with bulk food retherm units

• Low temperature walk-in
refrigerators are used to store food
in bulk after production
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How does DMHMRSAS
use Cook/Chill
technology?
• Food is prepared and blast chilled

4 days prior to scheduled meal

• Chilled meals are assembled on
trays, delivered to wards, and,
stored in retherm units in advance
of meal

• 40 minutes prior to meal, retherm
. unit automatically switches in part
from refrigeration to reheating
process
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, What has Cook/Chill
Done for DMHMRSAS? .
• Food, production is done on one 8

hour shift, 5 days a week

• Skilled cooking staff are more fully
utilized in food production duties

• Tray assembly is done on one 8
hour shift" 7 days a week
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What has Cook/Chill
Done for DMHMRSAS?
• Food safety: food kept at

temperature outside danger zone
for bacteria growth

• Daily food production
overage/wasteis reduced

• Meals are served with "hot food hot
and cold food cold"
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• The Virginia Department of Corrections is the largest State agency.

• We employ more than J3,000 people who work in more than 100 institutions and
offices across the Commonwealth.

• We are responsible for meeting the basic human needs ofmore than 30,000
offenders, including food, clothing, shelter, health care, etc.

• We also provide educational, vocational, and t~erapeutic programs for thousands
ofoffenders. It operates productive enterprises, including laundry, manufacturing
plants, agri-business, and others.

We do all of this, but our primary mission is public safety.

• Based on Court orders, we provide secure incarceration for individuals convicted
ofserious felonies. In addition to providing the services mentioned earlier, the
public expects that the individuals in our custody will remain securely within our
care until they are legally released.



Security overlays everything that happells in a correctional
institution.

• Public safety-the prevention of escapes and the maintenance of a safe internal
environment, is our primary focus.

• The perimeter of any facility, the fences that maintain the boundary between the
inmate population and the community, is very carefully controlled. Movement in
and out is tightly restricted.

:r • Everything and everybody, inmates, employees, and visitors. going in is searched
~ to prevent the introduction of contraband, weapons, drugs, or seemingly innocent

items which might adversely impact the safety of the facility.

• There is only one vehicular entry point and o~e pedestrian entry point at Inost
facilities. Movement is tightly controlled for accountability.

• Counts of the inmate population are taken several times a day to ensure intnates
are always a~counted for and none escape.
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• Everyone leaving the facility is verified for identity. All enclosed vehicles arc
searched and then held inside the perimeter until a count is cleared in order to
prevent escapes.

• Movement of people and supplies in and out of the prison perimeter cannot be
rushed. Security takes time ifdone right.,

Things have not always been managed so well.

• We did not always have warehouses at all facilities. Until the late 1980s, some
facilities had deliveries come directly into the perimeter. It was very difficult to
search big trucks loaded with supplies. Commercial delivery truck drivers were
allowed to come and go without any security checks.

• In 1986, following several escapes from inside the secure perimeter, which
included inmates hiding on trucks leaving the facility, the Department of
Corrections established a requirement that no enclosed truck could leave the
secure perimeter until it had been searched and a formal count had been cleared.
Under this new rule, trucks could not leave the facility until inlnate movClncnt
was slopped and a count verified.
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• l'hose facilities without storage capacity outside the peritneter had difficulty with
commercial delivery services. Drivers objected to the delays caused by searches
and counts. OUf security procedures caused thelD to be late to their other
customers.

• Security and growing inmate populations dr()ve the need for more warehouse
capacity outside the perimeter. Today, Virginia is consistently among the top two
or three states in the nation with the lowest escapes. This means safer
communities and neighborhoods for Virginia citizens. The chart on the following
page shows the dramatic decline in escapes from Virginia prisons as a result of
tighter perimeter controls and other security enhancements.
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How Ilave our warellouses helped meet our security missioll?

• Except during special situations, enclos~d vehicles no longer enter the secure
perimeter.

• Those tbat do generally are Department of Corrections vehicles with drivers who
are Department ofCorrections employees, trained in institutional security. l'hcy
understand, support and comply with our security. rules.

• Large deliveries of supplies are held in the outside warehouse, and sinaller loads
are ferried through the perimeter by Ineans of an open transport system we call "a
mule train.~'

• With the warehouses, we can maintain a larger supply of materials to ensure that
food, clothing, and other essential items are av.ailable, even when outside factors
might disrupt our supply-unusual weather, floods, trucker strikes, etc.

• We do not have the ability to send our clients home during problelns such as
these, the way schools and some businesses can.
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• Random lockdowns and searches of each prison are conducted quarterly.
Warehouses allow us to switch to a Jockdown menu and schedule without placing
special orders which would "telegraph" our intent to the inmate population.

• Warehouse staff coordinate the timing of the mule train deliveries to the schedules
of housing units, laundry, kitchen admin~stration, etc., in order to minimize
disruption to daily activities, and to maximize efficiency.

Emergency Services Support

• Just in the past two years, Hurricane Bonnie and Hurricane Floyd for~ed the
evacuation of more than 3,000 inmates from threatened correctional facilities.
With less than 12 hours notice, selected facilities added as many as 800 inmates to
their count for several days, pulling food, clothing, bedding, and other supplies
from their warehouses in order to survive.

• Evacuating a correctional facility is a monumental effort. Staff focus on the safe
and secure evacuation, movement and relocation of these inmates, as roads are
often being closed and power and telephone services are disrupted.



• I-Iaving an acceptable supply of food, clothing, and bedding, generally 30 days, in
. our warehouses is critical to saiely relocating inmates in an emergency_ Sussex I
State Prison, which is piloting a private Food Service operation, was able to
manage through the Hurricane Floyd problem, even though their food vendor
does not maintain a large food inventory. However, given the severe flooding in
Sussex and surrounding counties~ there were delays to the normal food shiplllent,
which could have impacted the food operation. The Sussex II State Prison,
however, which shares the same site as Sussex I, stood ready to provide food
supplies as required. The absence of Sussex II as a fall-back supplier could have
created a problem that would have been difficult or expensive to resolve had the
travel conditions continued much longer.

• Because we need to have these supplies on hand, the Depal1ment of Corrections
serves as a vital link in the Virginia emergency services safety network. During
I-Iurricane Floyd, several facilities provided aid to their local communities.

• Following are examples of how the Department helps cOlnmunities in tilnes of
disaster (Hurricanes in 1999 and 1995) through the Virg~nia Emergency
Operation Center:
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~ Greensville Correctional Center provided housing for 104 jail inmates froln
the Southampton County jail for five days. This required feeding, clothing,
bedding, towels and washcloths, etc.

~ Provided 30 inmates with shovels to fill sandbags at the town of Stony
Creek.

»Southampton Correctional Center provided chain saws, Wllich were used to
help rescue, trapped families in Southampton County.

~ Pocahontas Correctional Unit provided 50 blankets to a shelter opened in the
City ofColonial Heights.

» Greensville Correctional Center provided 60 blankets for a shelter opened in
the City of Franklin, as well as providing 150 meals for the people in the
shelter.

»Nottoway Corre~tional center provided 100 pillows, pillow cases and sheets
to a shelter opened in Cumberland County.
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~ During the hurricane the delivery of supplies and food was disrupted at the
following facilities for several days; Indian Creek, Greensville,
Southampton, Deerfield, St. Brides and Southampton Reception and
classification.

~ The Department of Corrections also evacuated 3450 inmates fi·om five
facilities and relocated them to other facilities that had to bed and feed them
for four days.

~ In 1995, the Staunton, Buckingham and Dillwyn Correctional Centers
delivered approximately 2000 blankets to a scout calup. l"'he Augusta
Correctional Center helped in the transporting, washing and drying of
clothing and blankets for the group.

~ The City of Buena Vista requested and received (2) 4000 kw portable
generators on June 28, 1995. Staff from the Staunton Correctional Center
made the delivery of these generators. The city used the generators for
several days until power was restored.
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~ The Culpeper County Sheriff made a request for correctional officers .to
assist his Deputies in traffic control in the town of Rapidan on June 28, alld
30, 1995. The Coffeewood Correctional Center sent six officers to assist in
this request as well as an additional twelve staff to assist in debris removal
and general cleanup. Chain saws, shovels, rakes and two all-terrain vehicles
.were also provided for cleanup on June 29th

, 1995. Six correctional officers.
were dispatched on June 30, 1995 to assist Deputies in traffic control in the
community. ..

~ The Madison County Sheriff made a request on June 29, 1995, for assistance
in going door-lo-door to assess and evacuate re~idents. The Northern
Regional Office was contacted and fifty correctional officers were sent to the
Madison County high School for staging. The officers were being relived by
fresh troops from the Western and Central Regions every forty-eight hours.
These officers were used by the Sheriff to assist in traffic control, search and
rescue, and to prevent looting. The request was ongoing until services were
not longer needed.
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>On June 30, 1995, a request was received from the Shenandoah National
Park Supervisor for a bulldozer to assist electrical power crews in restoring
the power line in Madison County. With assistance from the Buckingham .
Correctional Center the bulldozer was delivered to the Big Meadow areas of
the park

>A request was received from the rrown of Glasgow on Julyi, 1995 for
manpower, front-end loaders, dump trucks, and equipment operators to be
used for three to five days. The Western and Northern Regions provided a
total of two front-end loaders, two dump trucks, and a total ofeighteen
workers and equipment.



APPENDIXN
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New York State Prime Vendor Program

Background

New York State frrst engaged the consulting finn ofK.PMG Consulting to study its
food delivery system to state agencies during the administration of Governor Mario Cuomo.
The current administration ofGovernor George Pataki supponed the Prime Vendor concept
and New York State initiated its statewide Prime Vendor program on July 1, 1995. At the
time of the bid opening, the state had already closed its first food warehouse/distribution
system.

The f}rst contract with SYSCO Food Services of Albany was started as a '''pilaf'
program and was limited to facilities in the New York City and Long Island regions that
previously were serviced by the state's other food warehouse/distribution system. The state
closed this second warehouse/distribution system in October 1995 and the Prime Vendor
contract was extended to all state agencies throughout the state.

The central warehouses had been in business since the 1960's. The wareho~
. .

equipment was sold and part ofthe warehouse space is now leased to the private sector. The
displaced personnel were reassigned to other state positio~ took otherjobs with the private
sector, and some retired.

In addition to the main statewide Prime Vendor contract, the state also has other
regional contracts for milk and bread.

The main Prime Vendor contraetwas rebid on November 3, 1998. Over eighty (80)
. vendors were solicited and two (2) responsible bids were received. The contract was awarded
to SYSCO Food Services ofAlbany. It is a statewide contract to service 175 state locations
and is open for the first time to non-state agencies and eligible nonprofit organizations to
purchase food., food related items, household items, sundries, and custodial supplies. The
contract period runs from May 1,1999 to April 30, 2002, with the option to cancel the
contract after April 30, 2000. The contract has an estimated value ofS61 million. A copy of
the "Contract Award Notification" is enclosed in this appendix.

Participatiog

In addition to servicing 175 state agency locations, the following non-state agencies
and nonprofit organizations are also eligible to participate in the Prime Vendor contract:

• ~y officer, boar~ or agency of a political subdivision, or of a district therein
(counties, county nursing homes and jails, cities, towns, villages, school districts).
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• Volunteer fire companies.

• Boards of Cooperative Educational Services.

• Institutions for the instruction ofthe deaf and blind.

• Volunteer ambulance services.

• Any public authority or public benefit corporation ofthe state.

• Nonprofit, non-public elementaIy and secondary schools.

• Nonprofit independent colleges and universities.
..

.• Nonprofit, non-public hospitals, residential health care or mental hygiene facilities ...
Cogtract CompODeag

The main Prime Vendor contract is 1I0t a mandatory source for participants. For
competitive purposes, state agencies may competitively purchase commodities in lieu of
using the Prime Vendor contract when the resultant price is less than the contract price.

An agency must provide the state contractor with an opportunity to match the non
contract savings and the contractor is allowed a minimum oftwo business days to respond
to the agency's request to match the non-contraet savings.

In addition, the state reserves the right to negotiate lower pricing or to advertise for
bids, whichever is in the state's best interest. Some ofthe main features ofthe Prime Vendor
contract include:

• The Prime Vendor has a selection ofover 10,000 items. Approximately 5,OOO-items
are actually purchased Four hundred items account for 80 percent oftotal purchases.

• The Prime Vendor's mark-up" OD products is as follows:

- Dairy Products
.. Meat & Poultry
- Frozen Foods
.. Bottled, Canned

& Dry Items

.. 6.38%
- 6.38%
- 7.24%
- 7.00%

Non-Food Items - 7.24%
Fresh Fruit
& Produce - 6.38%



• Reductions For High Value Orders:

- Deliverv bv Contractor
510,000 to $19~999.99: 1/4% reduction from total order
$20,000 or more: 1/2% reduction from total order

- Deliverv bv Manufacturer or Processor
$10,000 to $19,999.99: 4% reduction from total order
$20,000 or more: 2.5% reduction from total order

Drop Charges: Agencies may be charged a '~drop" charge for orders less than $1,500.

• Purchase Orders and Frequent Deliveries: The contractor must accept electronically
transmitted and facsimile transmitted orders up to 48 hours in advance of the
regularly scheduled delivery date. The contractor must be able to deliver at least t\vice
a week to all locations. Some larger facilities receive three deliveries per week.

~

• Cook-Chill Production Plants: The state operates two "cook-chill" plants, onel in
Rome, New York operated by the Department ofCori'ectional Services, and ofl~ in
Orangeburg, New York operated by the Office ofMental Health. Both plants order
extensively from the Prime Vendor. In addition to direct deli"!eries to state agencies~

the Prime Vendor delivers directly to the plants. Products produced by the plants are
delivered to their client facilities with their own vehicles.

• Addition ofProducts: The contractor cannot refuse a request from the state to add a
product if the product is readily available from a supplier.

• Customer Support:

Software: Agencies capable of electronic data interchange must be provided
software by the Prime Vendor at no charge.

Reports: Every three months the Prime Vendor shall provide four types of reports:

• Aggregate total sales report for each site. .
• A descending listing by total value for each item/product delivered.
• Aggregate sales by item showing quantity and value.
• Individual listing oftotal dollar value for each order/invoice for each site.

• Rebates: Rebates, allowances, and special pricing are provided in the Prime Vendor~s

costs and reflected in the prices charged to the state.
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• Auditing Requirements: The state (or its designee) retains the right to verify and audit
costs, billings~ pricing, agreements, allowances, promotions, and re~ates on a monthly
basis. The state may also conduct on-site verification and auditing at least once a year.

• Product Requirements: The sites have the right to demand on request verification that
the specifications and grades for the food ordered are being provided by the
contractor; and the state has the right to request samples at no charge and test any
product purchased by the sites in order to determine whether the item is acceptable
and meets specifications and grades.

Historical Emerience

In the past, the State ofNew York maintained two warehouse/distribution centers and
a fleet to deliver product. The maintenance ofthe fleet, employee costs, plant and equipment

. costs, tracking late deliveries have been eliminated. Client agencies are more satisfied"with
the cmrent technology and a better fill rate, better delivery reCord, better product selectien.

•lower on-site inventories, and contractor responsiveness to menu changes.

With a better fill rate and frequent deliveries based on "just-in-time" projections~ the
on-site food inventory has been reduced to 7 to 10 days. Overall, New Yark's Prime Vendor
program has reduced the annual cost ofits food and food related delivery system for mental
health hospitals, ·correctional facilities, prisons, and other facilities by $3.3 million.
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NEW YORK STATE
OFFICE OF GENERAL SERVICES

PROCUREMENT SERVICES GROUP
38th Floor - Corning Tower Building

Empire State Plaza
Albany, New York 12242
http://www..ogs.state.DY.us

Contract Award Notification

Title : Group 02450 - FOOD, HOUSEHOLD ITEMS,
SUNDRIES (STATEWIDE)

Award Namber .. 3713-<3 (Replaces 1942)..

Contract Period .. May 1, 1999 to April 30, 2002 With Option To..
cancel after April 30, 2000

Bid 0peDiDg Date .. November 24, 1998.
Date ofIssue .. April 22, 1999 • •..

•

SpecifiClUoD Refenmee .. As Incorporated in the Invitation for Bids.

Address Inquiries To:

All State Agencies Noa-State Agencies

Name · John Goetze Name : Judy Gibbons·
TItle · Purchasing Officer I Trtle : Purchase COordinator·
Phone · 518-474-2642 Phone : 518-474-6717·
Fax · 518-473·7974 Fax : 518-474-2437
E-mail" : john. - ......... -.1JS E-mail : customer.seni~.ny.us

DescriptioD

The award is to provide 81*~ eligible non-state facilities with food, household items and
sundries.. PRICE GUIDES are provided by the ccmtractor.

State agencies have the option ofusiDg tbis award, other State contracts, or other purchasing
alternatives consisteut with their foDD, function and utility needs and established procedures as
stated in "RESERVATIONS" clause.

PR t9337-T

A-113



GROUP 02450 - FOOI), BODSBBOt.D %i'DIS, SORDUES
(Statende)

AWaRD . PAGE 2

FED. mEN'!' . #

PC54i51 SYSCO :000 SERVICES-ALBANY
71 Fuller Road
PO Box 5327
Albany, NY 12205

SiS-437-6228 741648~3i
51S-459-3200, ext.228
800-735-3341, ext. 228
Hal L. Gold'
FAX NO. 518-459-1856

, = Hal L. Gold is Sysco's contract administrator. Questions reqardinq orde:s,
shipping, product, etc., should be directed to each participating braneb/co=pa.~:::
as follows:

Branch/Company

Albany

Jamestown

Horseee.ds

Syracuse

Contaet Person

Mary Lou Sutliff

Betsy Foe

Margaret Lorden

Jennifer Becker

Phone

800-342-3201, ex~. 209
518-459-3200, ext. 2~9

Fax 518-437-6288 ....
800-366-5620, ext_ ~07

716-665-5620, ext. 30~
Fax 716-665-8292

800-3~6-4164, ext. 421
607-739-4164, ext. ~2:

Fax" 607-739-8962

800-726-800, ext. 436
315-672-8004, ext. 4j6
Fax 607-739-8962

Cash Discount, If Shown, Should. be Given Special Attention.
INVOICES MUST BE SENT DIRECTLYTO THE ORDERING AGENCY FOR PAYMENT.

AGENCIES SHOOLD NO'1'IFY THE pROCtJREMENT SERVICES GllOOP Pl.CJHPTLY IF THE CONTRACTOR
FAILS TO· MEET THE DELIVERY TEIHS OF 'rHIS CONTRACT. DELIVERED ITEHS WHICH DO NO':
COMPLY WITH THE SPECIFICATIONS Oil ARE OTBEJUfISE CNSA1'ISFACTOIlY TO THE AGENCY
SHOOLD ALSO BE REPC)1l1'ED '1'0 TBE PItCC01U:MENT SERVICES GROOP.

FOR TAX FREE TBANSACTIORS ONDEll THE INTEIUQI. UVENtJE CODE, THE NEIl YORK STATE
REGISTRATION NtlMBEa IS 1474OO21K.

NOTE TO ALL CONTRACT OSERS:
We stronqly advise all contract" users to familiarize themselves with

all terms and conditions before issuing a purchase orde:.
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GROOP 02450 - FOOD, HotTSBEOLD I'1'EMS, StJNJ)RmS
(St:a1:e1ti.de)

?RICt:

A1QJU) PAGE 3

GENERAL - All prices for ~he contract are net FOB destinatio~ a~y ?C~~~

in New York State as designated by ordering agency and include:
• consolidated deliveries of all items requested by an orderi~q

facility for all product categories listed herein on the facili:y's
scheduled deli?ery date

• application of "Percent Opcharge Bid" to cost
• inside deli?ery if required
• pricinq in effect on day of delivery
• pricinq for products in the PRICE GOlDE beinq the same to each

location regardless of snippinq point
• palletized 2£ cart/hand truck delivery as required by ordering

facility (see separate -DELIVERYw clause)
• -restrictedW

deli~ery (see separate -OELIVEaY- clause)
• furnishinq of QPdated PRICE GUIOES to all sites on a timely basis
• use of appropriate vehicles to accommodate site limitations
• compliance with local ordinances and restrictions
• billing and payments in U.S. Dollars
• all custom. duties and charqes
• upon mutual agreement expansion of aelivery locations in accq:da~=e

with the ~Extension of Ose" clause.
•. .

PRICE CHANGES - Eor product ~isted in the PP~CE GOICE, price chan;es
teit~er upwar~ or downwara~ will be allowed weekly on ~RY, etc., ana

MEAT, etc.; and monthly on FROZEN, etc., AMBIENT, etc., and NONFOOO, d1l=:':lq
the contract period. For proauet not listed in the PUCE Gt7IDE, price
shall be based on the contractor's participatinq
branch/company/warehouse/distribution centerl $ product and incoming f=eight
costs (less app~icable allowances, etc.) in effect OD the day of delivery.

UNIFORMITY IN PlUCING - For products in PRICE GUIDE, all of
contractor's participating ~ranches/companies/warehouses/distribution

centers shall charge the same pricinq; pricing fram one location shall root
be different frCllll another. For products not in PRICE GUIDE, pricinq f=om
each participating branch/company/warehouse/distri.bution center may differ
based on costs, allowances, etc.

LOWER PRICING - The State reserves the right to negotiate lower pricing
or to advertj,se for bids, whi.chever is in the State's best interest as
detei:miDed by the Commissioner.

Also, contract participants must notify the contractor of any special
aqreeaents they may haTe with suppliers which would affect the price of
contract deliveries.

REDaCTION (s) . rca HIGH VALUE ANt)/oa DROP SHIP .oRDERS -
• Delivery By Contractor

Deduction from total for an order when the total for the orde=
usinq contract pricing exceeds the amount stated below and order
is de~iverec:l by contractor:

$10,000 to $19,999.99: 1/4' reduction
$20,000 or more: 1/2' reduction
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GROOP 02450 - FOOD, HOt7SDOID I':EMS, smmRIBS
(Statewi.ae)

ARA!Q) PAGE 4

?R!CE: (Cont' d)
REDOCTION(s) FOR HIGH VALUE AND/OR DROP SHIP ORDERS - (Cont'd)

• Delivery By Manufacturer or Processor
Deduction from total for an order when the total value for the
order using contract pricing exceeds the amount stated below a~c

order is delivered directly to the agency's facility by the
manufacturer or processor:

S10,000 to S19,999.99: 4\ reduction
$20,000 or more: 2.5\ reduction

MINIMUM DELIVERY WITHOUT DROP CHARGES:
GENERAL - Mini=um delivery withQut .a "drop" charge, (i.e., a delivery

fee, an additional cost added to invoice, etc.), for each (single)
destination shall be $1,500. The $1,500 mi~um is for aggregate total of
all products ordered for a delivery day; products may be on more than one
purchase order, products may be on more than one invoice.

D£LIVERlES BEtOW $1,500 - Charge~ for deliveries (not individual
invoices) below $1,500:

Sl,OOO.OO to S1499.99:
S 500.00 to S 999.99:
$ 499.99 or less:

$ 58
$ 80
$105

•

"WIL1 CALL~/"PI~-OPw ORDERS - Ther~ is nc ?rice redue:io~ fOT pick
ups. Each participating branch/company/warehouse/distribution center
should be called reqarc:ling pick-up. Pick-ups may be made Monday through
Friday, 8:30 AM - 4:30 PM.

"EHERGENCYH DELIVERY - There may be an additional $500 charge for an
"emergency delivery- which requires an unscheduled delivery and contrac~or

has no delivery vehicles in the area.

BACK ORDERS - There are no additional charges, fees, delivery costs,
etc., for back orders (product previously oraerecl and not delivered by
contractor) •

CONTRACT PAYMENTS:
Payments cannot be processed by State facilities unt~l the contrac~

items have been deli.vered in satisfactory condition. Payment will be based
on any invoice used in the supplier' s nO%2Dal course of business.. However,
such invoice must contain sufficient data including but not l1mited to
Contract No., description of material, quantity, unit and price per unit as
well as Federal. Identifi.cation Number.

State facilities are required to forward properly completed vouchers to
the Office of the State Comptroller for audit and payment. All faci~ities

particular attention to those involving cash discounts.
I f the contract te::ms indicate political subclivisions and others

authorized. by law are allowed to pa.rticipa~e, they are requi.red to make
payments directly to the contractor. Prior to proeessinq such payment -:he
contractor may be required to complete the oraerinq non-State aqency's own
voucher fo:m.



GROOP 02450 - 1'00I), SOOSUOU) ID:KS, StJNDRDS
(Stai:eri.de)

AWARD PAGE 5

NOTE TO CONTRACTOR:
This Contract Award Notification is not an order. 00 not take a~y

action under this contract except on the basis of a purchase order :rc~ :~e
agency.

NOTE TO AGENCY:
NYS aqeneies and/or political subdi~isions whose rece~v~nq facil~:~es

cannot accommodate entrance of an o~er the road trailer with a hei9h~ ==
13'-6" must specify on their purchase order - "Max~u= trailer hei;h~ :0=
delivery to this location is " (OrQe:i~~

aqency to 1nsert height.)

PURCHASE ORDERS:
The contractor will accept electronically transmitted. and facsi~ile

oraers. The contractor shall accept orders up to 48 hours in advance 0:
the reqularly scheduled aelivery day. [See also "OELIVEllY· CLAOSE. J

Aqencies which are capable of electronic data interchange must be
provided software on request at no chuqe.

Purchase orders shall be effective andbindinq upon the contra~~o= hh~n

transm:.i.ttec:l to the contractor at the address shewn on the award.
If a purchase oraer requi:es clarificatiQn, it is the eontrac\oc·s

responsibility to :esolve it prior t~ shipment.

AOOITI~C::

The State (or the State's designee) shall have the riqht to veri=y a~d

audit costs, billing'S, pric1nq, aqreements, allowances, promotions,
rebates, etc., as icientifiect aDoft in -PlUc::E-. The contractor shall
pro'Yide requested invoices, billings, etc., within seven calendar days of
request.

The followinq signed and dated statement must be provided with invoices
and other cost in£o:mation p:o?ide= ~c the State: ~We certify the i~voices

ana other cost infO:matioD submitted are correct and include all appli:::able
allowances, p~OftS, rebates, etc., available to the State of New York."

Failure to protide requested infomation within· seven calendar days of
request may be the basis to cancel a contract or initiate other appropriate
action. There is the ezpectation that invoices,- billinqs, etc., for
approximately ten to forty products for auditinq and verification for each
month of the contract. The number of proc:luets inTol~ed and the frequency
of requests may :be modifiec1.

The State (or the State's desiq,nee) shall have the right to verify
costs, bill.inqs, etc., I)y contacting contractor's suppliers. and shippers.
Failure on the part of contractor's suppliers or shippers to provide
requested information within eiqhteen calendar days of request may be ~he

basis to cancel a contract, direct the contractor to use another s~pplier,

or initiate other appropriate action.



GROUP 02450 - POOI), HOCSDOLD ID:MS, strHDRmS
(Statewide)

ARaJQ) PAGE 6

AODIT!NG: (Cont'd)
The State (or the State's designee) may also conduct on-site

verification and audi~inq. There is the expectation that this may occ~= a:
least once a year. It is anticipated the State (or the State's designee)
will conduct on-site audits as follows:

• Duration to be for one day.
• A list of approximately half the items to be audited will be

furnished to the contractor two days prior to the arrival of
State personnel.

• A list of approximately half the items to be audited will be
furnished to the contractor the day of the on-site audit.

• State personnel will review original invoices, bills, vendor
aqreements, payment documents, etc.

• Contractor will permit and arranqe for copies to be made of
material beinq reviewed. {Note: Such material is understooc
to be "confidentialw

.)

• Any discrepancies will be discussed.
• A follow-up meeting to be held with the contractor to review

audit findings. (This may be on another day.)

a
Periodically the State may compare photostats of invoices, etc.,

submitted for previous months off-site audits with oriqinal documents.
Trois may involve appro~ately ten t~ forty invoices; half to be iden~i=ied

~wc days prior t~ ~e~iew an~ the other ha~f ~o be identified tne day of
review.

Summaries of monthly and on-site audits may be furnished to the Office
of the State Comptroller. It is anticipated a summary will include a
spreadsheet identifying time period, product, stock number, product cost,
incoming freight, allowances, subtotal cost, upcharqe factor, calculated
Net NYS oeliyered Price, price on Price Guide, comparison of ~calculated"

vs. Price Guicie. Also, reasons for differences, monetary amounts involved,
and follow-up action to be taken wi~l be stated.

The above requirements are not intended. to be restrictive; the State
reserves the rigbt to expand or dimjnish audit requirements' as it deems
proper and necessary to preserYe the integrity of the cont:act.
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GROUP 02450 - FOOD, BOOSDOLD ID:KS, stJHDRI'ES
(Statericle)

AHAJU) PAGE 7

?ORCHAS~S ':ROM PRICE GOIDE:
GENERAL - Agencies are to make purchases from the contractor's ?R!:~

GuIDE.

COST LISTS AND PRICE GUIDES - Contractor shall proTide the Office 0:
General Services with an updatad COST LIST as the contractor prepares a~

updated PRICE GOlDE for participating facilities. The gpdatea COST L:srs
and "new" PRICE GOID~ shall arrive at the Office of General Services a~

least 3 days before effectiTe date of Price Guide.
There shall be ~ PRICE GOIDES - - - a "main" PRICE GOIDE: and a "CCCS"

PRICE GOIDE with only those particular products the NYS Oepar~ent of
Correctional Services designates. The "DOCS" PRICE GOIOE will be a sci;)se~

of the "main" PRICE GUICE; fewer products will be listed but not differen:
products.

PRICE GUIDES shall be updated weekly and monthly as noted in the
"PRICEH clause (See "PRICE CHANGES- portion). Consequently, there w;' '! :,e
separate weekly and monthly portions of the "main" PRICE GOlDE and the
"DOCS" PRICE GOlDE.

FURNISHING PRICE GUIDES - At no charqe to contract participants. ~he

Contractor must prepare, supply, and keep current for all sites a ~RICE

GOICE which is to include: Net NYS Delivered. Prices; product d.esciip~iO::':.S;

product brand or manufactur9r; produet stock numbe:; anc pack "for each
product accepted by the State. The :2lonthly PRICE :;OIDES m~s't arrive at ~~9

facilities, either with hard copy or electronically, 3 days before the
effee~ive date of the PRICE GUICE. Weekly PRICE GUIDES must arrive the
Friday before the new week electronically and be mailed the Friciay befo=e
the new week ..

For NrS~t o£ Co=:ec:1::i.=a1 5ez'ri.cea si.1:eS ODl.y the "DOCS" PRICE
GO'IDE sb&U be pz:oc:rn.a.d'O Fulure to sul::ait the proper PRICE GUIDES to a:l
sites may result in disqualification of contractor for future contracts
and/or cancellation of current contract.

ADDITION OF PRODUCTS - Subsequent to award., consideration may be given
to the addition of products to contract as a part of the Price Guide, if
such products are:

• Neecled. by a client aqency:
• Similar to those already awarded, or are of the same

product line, or are inclucled. in Didder's (ancl/or
subsequently in contractor's) Product cataloq.

Contractor shall not refuse a request from the State to add a product ~o

PRICE GUIDE if the p:oc:luet is readily available from a supplier. .

SPECIAL PORCHASES:
The contractor may negotiate for, secure, deliver, etc., products

needed by an "agency which are not ordinarily a part of the contractor's
stanc:la.rd pro<1uet line or which represent a special value. If such a
purchase is of hiqh volume, to be shipped directly to ordering agency by
manufacturer/processor, etc., contractor may offer a discount. Whenever a
SPECIAL PURCHASE is made, the orclerinq aqency is to document reasonableness
of pri.ce.
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GROOP 02450 - FOOD, BOOSEKOr.n I':BMS, stlNDR:tZS
(S tate.i.de)

ARUD PAGE 8

DE:LI'V1:RY:
GENERAL - Contractor shall be ac~e to deliver at least twice a week tc

all locations on a consolidated basis of all items requested by an orce=~~;

facility for all product categories listed herein on the facili~yfs

scheduled delivery date. Deliveries shall be on weekdays during normal
business hours. (NOTE: Some larqe facilities may require three deliveries
a week.) Each delivery location shall be notified by the contractor at t~e

inception of the contract of its regularly scheduled delivery day(s) .
Contractor shall contact ordering facility prior to making delivery if
regularly scheduled delivery date is chanqed.

RESTRICTED DELIVERY - Price includes "res~rictedH delivery. Delivery
to some facilities, particularly Correctional Facilities, have delivery
"restricted" - - - delivery must be made during certain hours, generally
between 8:30 a.m. to 10:30 a.m. and 12:30 p.m. to 2:30 p.m., and must be
made only on weekdays (Monday through Friday) except/exeluding holidays.
(NOTE: Other restrictions, such as thorough inspection of vehicle &
trailer, may also apply f~r deliveries to a Correct~onal Facility.)

OUT OF STOCK/NOT AVAILABLE PRODOCT - Contractor must have availa,1:)le.at
least 95% of the items ordered. Contractor shall notify ordering facility.
of out of-stock/not available products as soon as practical after receipt·
of order, but in no event no later than the day before delivery. [NOTE:
Out-of-stock/not available proQuct situatioks may be a basis for
cancellation of contract andJor charging back for obtaining such produc~

elsewhere. 1
Suitable substitution shall be made with the consent of the customer ~n

the event of out of stock/not available product situations. Such
s\U)stitutions shall be of same grade, quality, etc. Substitutions should
not be made on a continuing basis - - - explanation of repeated/continued
sub.stitutions shall be made to the State.

REPIACEMENT - Any claim of product delivered that is unusable (damaged,
rotten, unedi,1:)le, unacceptable substitution,. etc.), shall be resolved.
within three (3) days upon notice from receiving agency. If a satisfactory
resolution is not reached between the orderinq agency and the contractor, a
dec:i.sion may be made by Off1ce of General Serv1ces which shall be final.

REFRIGERATION - Produce integrity, wholesomeness, safety, fitness,
etc., sha.U. be preserved by maintaining proper temperature with the use 'of
refrigeratedlfreezer trucks for refrige&ated and frozen qoods; ambient
trailers shall not be used to ship refrigerated/frozen product.

PALLETlZATION ~'Contractor to furnish commodity palletized on either
48- x 40" OR 40" x 32· four way GKA pallets as required by ordering
facility. -OVerall height, commodity plus pallet, shall not exceed 66";
maximum weight not to exceed 3,500 pounds. All shipping units shall ha:e a
unifo~ block and tier. Containers shall be strapped to pallets or shr~nk

wrapped to prevent movement of the load. Pallet will be returned or
exchanqed to contractor at time of delivery, on subsequent deliveries, ~
as arranged between the contractor and the orderinq agency.
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GROUP 02450 - F'OOD, KOtTSBBOtD I'D:KS, SONnRIZS
(Stateride)

ARARD PAGE 9

DELlVEaY: (Cont'd)
PALLETIZATION: (Cont'd)
While contractor may utilize double palletinq in shipping, Sta~e

facilities do !2I have the ability to unioad or handle double palle~s. ~z

double palletinq is used, cont:actor is responsible for unloading a~d

ensuring safe handling.
Mixed loads of dissimilar products are to be avoided, as well as

inappropriate stackinq of heavy/dense items on top of light items.
Scme facilities have limited receiving capabilities. Contrac~cr ~ust

provide cart/hand truck delivery when required by ordering facility.

STRAPPING/SHRINK WRAPPING - Stacked product shall be adequately
strapped or shri.nk wrapped. to pre.ent tippinq and other movement d.U:i~g

shipping so as to preTent c:tamaqe, to ensure prompt unloadinq, to avoid t~e

need for restackinq, etc.

STANDARD PACK - Orders are to be drawn in quantities reflecting
contractor's standard packaqinq, as 10n9 as contractor's packaqing is ~he

industry standard for normal commercial accounts.. EXCEPTION - See
"Containers for Correctional FacilitiesN

•

CONTAINERS FOR CORRECTIONAL FACILITIES --Correctional FacilitL4s: a~d
possibly same other ir~titutions or facili~ies, :equire packaginq and
contair:ers wM.ch do net present security pro]:)lems (i.e. tl:i.re, metal, sna=p
eciqes, qlass, etc., which may possibly be fashioned into a weapon) .
Consequently, the contractor may be required to modify and/or change
packaqinq and/or containers for deliTery to SOlIe locations, in ord.er -:0
reduce potential security problems. There shall be no increase in pricinq
for makinq adjustments in packaqinq or containers used as a result of
security requirements.

CONTRACT PElUOD:
CANCELLATION PROVISION - It is the intention of the State to enter i~to

a contract for a max;"NIl teJ:m as stated on paqe 1. However, either the
contractor or the .State may unilaterally cancel the contract: on a monthly
basis any time after ·option to cancel· date, by providing written
notifi.cation to the other party. Notification of cancellation must be
receiTed by the intend.ecl recipient at - least six aonths prior to the
reque.steci date of cancellation. Cancellation will become effeetive the
first c:t&y of the month which follows the six month notification.

DATES OF CONTRACT PERIOD - The minimum tem of the contract shall be
date of issue or begin date for contract period -- which~Ter is la~er, to
"option to cancel- date.
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A1I'AJt%) PAGE 10

CONTRACT ?ERlOO: (Cont;d)
CONTRACT EXTENSION - If ~utually agreed between the State and ~he

contractor, the contract may be extended under the same terms and
conditions for an additional period not to exceed twenty-four months.
Without mutual agreement, any contract or unit portion let and awarded
hereunder by the State, may be extended by the State for an additional
period(s) of up to one (1) month (cumulatively) upon notice to the
contractor with the same terms and conditions as the original contract
including, but not limited to, quantities [prorated for such one month) ,
prices, and delivery requirements.

RESERVATIONS:
RESTRICTIONS ON PURCHASING - Alcoholic beverages are not to be

purchased. In addition, prior approval of OSC must be se~ed by an
ordering NYS agency for non-food items if the non-food item:

• Is not in the PRICE GOlDE; AND
• Onit Price exceeds $1,000; OR
• Aggreqate total exceeds $15,000.

Also, no produC1: containing any fo:rm of alcoh~l may be shipped to •
correctional facilities. •

PURCHASING FROM OTHER S01JaCES - Cor.sisten~ with guid~line$ issu<ed. by
the State ProC:-.J.rement Council, Stat~ agencies ma}" competiti'Vely pwrchase
commodities in accordance with Article 11, Section 163 of the STATE FINANCE
LAW, in ~ieu of usinq centralized contracts when the resultant pri.ce is
less than the centralized contract price. Also, when cOllllDOdities are not
available in the fOel, function ana utility required by state agencies
through preferred -sources or centralized contracts, a state agency may I

independently or in conjunction with other state agencies, procure
commodities in accordance with the provisions of the STATE FINANCE LAW and
guidelines issued by the State Procurement Council.

"OGS Oil LESS· - State law allows agencies to acquire prOducts direct1 y
from vendors or suppliers other than those participating in a centralized
contract when such procmets are aniJ.able in substantially siJIiJ.ar
function, foza, or utility aDd at prices or other teaLS more econom1cally
beneficial to the acquiring state aqeney. . This applies only to products
not avalla.b~. from a Prefetted Source. State agencies should refer to the
PROCOREME!ft' GtJIDEI.INES for ccmplete procedural and reportinq requiremen'ts.
General guidelines are provided below:

• The agency must provide the State contractor with an
opportunity to match the non-contract sa'ri.nqs. The State
contractor is allowed. a minimum of two business days to
respond to the agency's request to match the non-contract
sa:vinqs.
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AIIUD PAca: 11

RESERVATIONS: (Cont'd)
• If the State contractor does not match the ndn-eont=ae~

savinqs, the agency may proceed with the appropriate
procurement process in accordance with legal and policy
quidelines appropriate for the dollar value of the p~r:hase

(for example, Contract Reporter Notice for purchase. over
$5,000, prior appro?al of the Office of the State Comptroller
for transactions in exce•• of $10,000, competitive bidcinq
requirements o?er discretionary buying thresholds, etc.).

EXIGENCY - The State reserves the riqht to negotiate, and/or have a
solicitation to meet exigencies arisin9 from unfore••en cauaes at no
expense to the contractor where there is an unantic1pated need fo: p:ocuct
or quantity that the contractor is unable to furn1ah more expeditiou$ly
than a;reed to under the cont:ae:t tema.

CHANGES IN PROGRAM AND/OR FeNDING - In addition to, and in accoraanee
with, Section 41 of the State F1nance Law, the State shall haye no
liability or ocliqation to • contractor, supplier, fi:m or person, if ~he~e

should be a changoe in an agency's or a fac11ity'. proqraa, operatior\s,
responsibilities, fund1nq, staffinq, or appropriat1cn, which resales in a
change in orc1ering, a c:hanc;e in requ1rement.,. a chang- in contract ... ".
cancellation ~f eon~r.et, et=. The State's past history e! crdering, ~s

we~l as any ~forecasts·, may not be indicati.e of ordering in the fut~re.

EXTENSION OF PItICES:
Political subdiTisions and others authorized by law may participate in

contract. These inclucle, but are not limited to local q01lenUDents, ?ublie
school and fire districts and certain nonpablic/nonprofit orqanizations.

Opon request, all eligible non-State aqencies must furnish eontracto:s
with ~he proper tax exemption eertifi:ates.

ASSIGNMENT OF HONIES:
Appronl of the COIIIDissioner is not required. for .the assignment of

monies due for contract deliveries. On deli?eries made to State aqencies,
such assignments ID.1S't be filed. by the contractor directly with the Office
of the State Comptroller. For politicalsubdiTisions and other non-state
fac:.ilities authorized by law to participate in State contracts, the
contractor ma.st notify these ordering facilities directly of any assignment
of monies due.

Copies of any assignment of monies notification must also be sent by
the ecmttaetor to· the H. Y. S. Office of General Serlices, Proc:arement
Sen-ices Group.

PAYMENTS OF INTEBEST:
The payment of interest on certa1n payments clue anel owed by a State

agency may be made in accordance with the criteria established in Ar~icle

lLA of New York State Finance Law an~ the Comptroller'S Bulletin No. A-91.
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AWARD PAGE J.2

PAYMENTS OF !NTEREST: (Cont'd)
The terms of Article l~ apply only to procurements by and the

consequent payment obliqations of State agencies. Neither expressly ~o= =j

any implication is the new statute applicable to non-State agency
purchasers. Nor, of course, is the Office of "General Services or the
Office of the State Comptroller responsible for payments (see General
Specification Clause 69) on any purchases made by a participatinq polit~ca:

subdivision or other authorized entity.

EXTENSION OF USE:

Any contract may be extended to additional States or governmental
jurisdictions upon mutual written agreement between New York State (the
lead contractinq State) and the contractor. Political subdivisions and
other authorized entities within each participatinq State or qovernmental
jurisdiction may a~so participate in any resultant contract if such State
nor.mally allows participation by such entities.

DISPOSITION OF RESTITtrrION, OAMAGES, ETC.:
The Office of General Services has ~he right to deter.mine the

disposition of any settlements, restitution, liqui~ted damages, etc.,
which arise from the administration of this contract. •

PREFERRED SOCRCE NOTE:
FI~T PRIORITY TO PRODUCTS or PRErDREO SOURCES - Section 162 of t~e

State Finance Law requires that agencies afford first priority to the
products of preferred. sources when such products meet the foxm, function
and utility of the aqency. Some items in the resultant contract (s) may be
available from one or more preferred sources. Aqencies are reminded to
comply with the statutory requirements and resultin; guidelines with
respect to affording first priority to the preferred sources.

Contractor is required to prominently display the following lanquage on
all price lists and contract updates to agencies relative to the award:

Asr!Dci- Ro1:a: SOIle items in this contract may be available fro%:l
one or more preferred sources. Aqencies are reminded to
camply with the statutory requirements under Section 162 of
the State Finance Law and the quicielines issued by the State
Procurement Council to afford first priority to products
available frcm. preferred sources which meet your form,
function and u~ility requirements.

CONTRACTOll STOCKING AND FURNISHING PRODUCTS OF PREFERRED S01'JB.CES 
Contractor will be expected to stock and deliver proc1ucts of preferred
sources when:

• Requested by the involved preferred source;
• Delivered pricing to the reeeivinq facilities from the contractor

is no more than delivered pricing from the preferred source; and
• Anticipated volume is expected to be 100 cases or more a year.

Participating agencies may purchase products frQm preferred sources
either directly from the involved preferred source Q! from the contrac~or;

either purchasinq method complies wi~h the "First Priority to Products of
Preferred SourcesP requirement.

A-124



GROtJP 02450 - FOOt), BOt1SDOIJ) I'lDfS, SOHDRDS
(St:.ateride)

AJIARI) PAGE 13

OVE::uA..PPING CONTRACT ITEMS:
Items available in the resulting contract may also be available :=~~

other State contracts. Aqencies are to select the most cost effect~ve

p:ocurement alternative that meets their pro9ram requirements and to
maintain a procurement record cccu=en:inq the basis for this selection.

If not utilizinq a "preferrea source,~ agencies should consider awards
(or the updates) for the followinq:

•~ - - - AA, AAA, C, I), 9 Volt, etc.
Group 34401
Award 3459
B/O OS/18/98
Expiration: 06/14/99
Minimum Order: $300.

• DINIllDIIUB - - - DiAposab.le
Spoons, Trays
Group 21103
Award 34 SC>-G
5/0 06/02/98
Expiration: 01/31/99
Minimum Order: S100.

1'1a~, Bow1a, caps, KD,ives, Forks

& •

• DINIllDIIUB - hlyau:boa.a1:e
Group 21102
Award 3009
B/O 04/30/97
Expiration: 06/30/99
Minimum Order: $150 •

• PCP.%.~
Group 23300
AwUd 3688
BIO 11/02/98
Exp~ration: 11/14/99
Hi n; mnm order: One Full Case (72 Boxes).
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OVERLAPPING CONTRACT ITEMS: (Cont'd)
• GROc:E1tt AND BotJSUOI.'b InNS FOR cc::Nm'NIft RESIDD1CES AND OntERS

Group 02400 AND 02400 AND 02400
Awara 3553 969 2061
B/O 07/30/98 6/16/95 08/21/95
Contract PC54021 P010S27 P010832
Expiration: 09/30/2001 04/30/99 09/30/99
Minimum Order: Varies - may involve drop cnarge.

• LAtJHDU DE~ - Po1fde:
Group 20108
Award 2486
B/O 05/06/96
Expiration: 05/31/99
Minimum Order: 10 Boxes (2S0 Pounds).

• I.I~ BCLBS - - - Uec:Uic Lamps
Group 05400
Award 3426
B/O 04/29/98
Expiration: 06/30/99
Minimum Order: S100.

• PAPa laPlO:NS
Group 23300
Award 3689
B/O 11/02/98
Expiration: -11/14/99
Minimum Order: 1 case (6000 napkins).

• mILE~ PUD - - - ~o.u..t ~i.aSQ8, ltoU, etc.
Group 23500
Award 3694
BIO 11/10198
Expiration: 06/09/99
Minimum Order: One Full. case.

.• II

• DASII DG8 - - - Plaauc '::ash COllecti.on Bags
Group 19901 AND 19901
Award 3;40 3179
8/0 12/18/99 10/14/97
Expiration: 02/29/2000 12/14/99
Minimum Order: $300 $300;

Smaller orders w/freiqht added.

• PAl'D~ - - - Na::owfolc1, e'te.
Group 23400
Award 3732
B/O 12/01/98
Expiration: 06/30/99
MiniJnUUl Order: one Full Case.
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CUSTOMER. SUPPORT:
The Contractor shall provide the followinq customer support:
TELEPHONE CUSTOMER SERVICE REPRESENTATIVES to respona to inqui:ies :==~

sites durinq nor.mal business hours, from 9 a.m. to 5 p.m., to assis~

with routine problems related to orderinq, shipment, and billing.
FIELD SERVICE REPRESENTATIVE to call on sites, if needed, to resolve
problems. [NOTE: A-field service representative is ~ required to
make routine weekly calls to each site merely to take orders).
EMERGENCY SERVICE.
ACCEPTANCE OF FACSIMILE AND ELECTRONICALLY TRANSMITTED ORDERS.
EDI Software.

REPORTS:
Every three months the contractor shall provide four types of ~epo=~s

as noted !:>elow. Reports are to be fo:warc:led to the Office of General
Services and to the Central Office for the in~olved facilities.

Agqreqate Total - Total sales (cumulative to date) for the enti:e
contract (all sites) by VALUE. [~a breakdo~n

by site - - - merely a single total.]

By Deseendinq Value - A descending listing by total value for eath
item pro<1uct/delivered. •

By Item -

By Location -

Aggreqate (cumulative to date) sales for each
i tea/product listing' showinq QUANTITY and VA:.t1!.

Incl1ndual 11st1n9 of total dollar value for
each o%der/invoice for each site. To include
name of faci11ty, address, date of
order/invoice, mel nlue of o:der/inToice.

PROOOCT REQaI1tEMENTs:
GENElUU. - Product shall be as described solicitation, in "DESCRIPTIONS

FOR SELECT'EJ) noDOC'%S· aDC1 in "SC!HUlY or SALES FOa $E%lECT£D ITEMS" which
accompanied. the solicitation, aile! shall be the same as furnisbed to the
qeneral. trade, meet or exceed USDA, OSDC, State, and i.ncNstry standards a:1Q

reqW.rements; have a fresbDess parameter so ~1: the fac1lities have
suffi.d.eftt time frca the date of delivery to consume theae foods before
quali.ty c1eteriorates; coDfom to State, Federal and industry standards with
respect to safety. ConfOmaDce to standards and requirements shall
incJ.ude, but not be liJDited to: weights, Ileuures, fill of containers,
drained wei.9hts, contamination, or condition on delinry.
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?RODOCT REQUIREMENTS: (Cont'd)
The contractor guarantees any proauct delivered complies in all

respects with standards and regulations established by Federal 0= New ~==k

State laws - - - this includes the Federal Food, Drug and Cosmetic Ac~,

decisions of the-O.S. Department of Aqrieulture, and decisions of the U.S.
Department of Commerce. The contractor also guarantees any product
delivered is ~ adulterated or misbranded within the meaning of stanca==s
and regulations established by Federal or New York State laws. The
contractor may be required to submit letter of guarantee from manufactur~~

stating the~r compliance with Federal and/or New York State laws and
reqUlations.

PATHOGENS - No Escherichia coli OlSi:H7, or any other pathogens, a:e
permitted in any product.

FROZEN PROOOCT - The maximum time products may be held in a frozen
state prior to delivery shall be as follows:

a

FRESH FROZEN MEA! (except Ground and Diced Meat) - 90 days~

GROCNO , DICED MEATS - 4S days. •
COUp, PROCESSEn MEAT - 45 days.

KOSHER AND PASSOVER CERTInCATION - Any product designated as
"t<osher" shall comply with "Circle 0" requirements and be lab~led

with the ·Circle C· certification. Any product designated as
"Passover" shall comply with ·Circle 0" requirements for Passover and
be labeled with the ·Circle 0" certification. Acceptance of other
Kosher labeling and requirements may occur only with written consent.
from involved. aqency.

GRADES & SPECIFICATIONS - The sites have the riqht on demand, to
request verification that the specifications and grades for the food
ordered are being provided by the contractor.

•

PRODUCT ACCEFrABILITY - if a site cOIIIplainS that a product is not
acceptable due to poor quality, taste, color, etc., the Contractor shall
offer a sw,stitute procluct at-the saae or lower price. If the problem
cannot be r.so~vecl within 72 hours, either the site or the Contractor can
appeal to the Office of General Service whose decision shall be final.

SAMPLES AND TESTING - The State has the riqht to request samples at no
charqe ancl test any product purc:hased by the sites- in order to dete%mi.ne
whether the item is acceptable and meets specifications and.qrades.

'* '* .. '* '*
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JOSEPH J. SEYMOUR
COMMISSIONER

Stata of New YOrk

EXECUTIVE DEPARTMENT
OFFICe OF GENERAL SERVICES

Mayor Erastul COming 2nd Tower
The Govemcr Nelson A. Rode_Hlr Em;me State Plaza

Albany, N.Y. 12242.

February 19, 1999

EDMOND F. SCHORNO
FIRST OEPUTY COMMISSiONe~

PAULA MOSKOwrrz
DIRECTOR C~

PROCUREMENT SERVICeS G~OU"

SYSCO FOOD SERVICE-ALBANY
7' FULLER RC
PO BOX 5327
ALBANY NY 12205

Based~n your proposal (bid), a ccntraet has been awarded to you by the Commissioner of General
Services. in ac:cotdance with the provisions of the State Fmance Law and, wtaere applicabte. witn the State
~rinting Law.

This centrad number must appear on aU orders. invoices and ccrrespondence
rejating to the contract.

Contrad refetences a.-e:

ConnctN~ !

PC54751 .' 'I

Invitation For Bids No. Bid Opening Dale Ai>PiCzi,1IIe Sum CommadIy Gloup

i
IFB 02450

I3113 G 11/2411998 FooO, HOUSEHOLD ITEMS. SUNDRIES
esnMATED (STATEVVlDE)

J-

05101/1999 0413012002

This is not an order; do not take any action under this contrad except on 1he basis of pun:hase orders from the
using agenc:.y or agencies.

Approved A.PR 22 1999
FOR THE STATE COMPTROLLER
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APPENDIX 0
STATES~ SURVEY INSTRlTh1ENT



Food ~perationi Systems
QuestioDDairelSurvey

Part 1 - Information About Your F.,jJines and Operations:

1. What is your current statewide inmate population? _

2. Are your inmates involved in food preparation?

Q Yes. Ifyes, approximately how many are employed statewide in the food preparation
process? _

ONo

3. \Vho manages the food preparation process?

CI My agency

CI Private food contractors (Aramark, Maniot, etc.)

Q CombiDation ofboth
" ..

•
, .

4. Ifyou utilize any private food conttaetOJ'S to operate your dining faciliti~ please list who
they are:

5. How many..1Sltil facilities ( prisons, correctional units, deteation~ etc.) do you have
in your state? _

a.. How many ofthese facilities are stare-operared? _

b. How many ofthese facilities are privately managed aDd opemtecl? _

c. Please DamC the private films that manage and operate your facilities:

6. How many ofyour facilities have their own on-site food warehouse? _

7. Ifapplicabl~what is the tgml square footage space ofyour facility warehouses used for
food and food related produets? _
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8. If applicable, how much food inventory do your facilities keep on hand in their
v;arehouse?

o 15 to 30 days

Q 30 to 60 days

Cl !v1ore than 60 days

9. If applicable, how many total people work in your facility food \J/Uehouses? _

Ofthis to!:a4 how many are jnmates? and how many are state staff'? _

10. Does your on-site food VJarehousing represent an added and/or llnn~sary expense?

a Yes, it is an added but necessary expense 0 No, it is not an added expense

CI Yes, it is an added but unnecessary expense

11. Does your state and/or agency conduct its ovm. agribusiness operatio~ i.e., meat plan~
dairy, produce?

Cl Yes. Ifyes, which ones? Q meat plant_ 0 dairy_Q produce _

aNo

•

12. Ifapplicable, do your private food contractors and privately-operated prisons have access
to the central VJarehouse and agribusiness products? Check (.I) which apply.

o Access to both

CI Access to warehouse only

o Access to agribusiness products only

o No access to either one

Part IT ... Food QmAn,., and Prosurement QUestions:

13. Does your state or agency operate its own central food warehouse to service your
facilities?

ayes

ONo

14. Is the central warehouse a mailts' source of supply for your facilities?

CJ Yes

aNo

15. Ifapplicable, how many food and food service supply stock items are carried in the
sta.te's central warehouse? _

16. How much mark..up does the central warehouse charge on its products?_ %
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17. Is your agency's stateWide food purchasing centralized or decen1ra1ized?

CJ Centralized. Ifcentralized, who does the centralized purchasing? (please specify)

r:J Decentralized
Q Combination (please describe)J- _

18. Do your facilities also have the authority to buy directly nom private food distributors?

Qyes
Q No

-19. How many private food andf~ service supply vendors did your f&cilities buy from in
your latest fiscal year? _

20. %y do you purchase food items and food service supply items from private vendors?

Check aD that apply:

CI Less paperwork
CJ Prices are better

Cl Item Dot eattied in stare warehow;e
Q Ordering system with the state warehouse requires lODger lead time

Q More frequent cle1iveries
Q Less backorders than the state warehouse (aVailability·" less ttequeatly out ofstock)

Q Less need for warehouse space
(J Reduces my exposure to food spoilage and lost items

Q Better delivery timeliness

Q MOle flexible delivezy schedule
Q More completeness ofdeliveries ( delivers what was asked for)

oBetter fill rate ( co~ quantities received)
a Quality ofgoods is better .

Q Better variety offood items

Q Better response to special needs
a Other (please specify) ----
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21. For fiscal'year 1999 (7/1/98-6/30/99), or vour latest fiscal year, please provide the
follo'Wing dollar amounts:

a The total amount of food and drink items, including perishables, purchased from the
state's central warehouse $ .

b. The total amount of food service supply items purchased from the state's central
warehouse $ _

c. The total amount offood and drink items, including perishables, purchased from
private vendors $, _

d. The total amount of food service supply items purchased from private vendors

$------
22. What categories of food and food related products are purcha$ed from private vendors?

23. Based on the data in question 21, please calcuiate the following inmate cost per meal as
follows:

The sum of(21a through 21d) + by current inmate population =$__per inmate

NOTE: ifyour state has an established formula to calculate the per inmate food cost,
please provide your latest figure with an explanation ofyour formula below:

24. What is the standard delivery sChedule by your state warehouse? _

25. What is the standard delivery schedule by your private vendors? _

26. Does your state have a contract with a private Prime Vendorls food distributor?

ClYes

Q No



27. - If you use a Prime Vendor/s, please list the names and the amount of the contraCt
with the Prime Vendorls.

Names:--------- Value ofAnnual Contract $ _

Value of Annual Contract $-----
Value ofAnnual Contract $, _

28. Ifapplicable, do you require the Prime Vendors to use "just ill time" deliveries? "Just ill
time" delivery procuremeat lDeaDS volume purchasing from food distributors who
provide the DeceslUY warehouse space aad delivery of products to the ad-user,
usually the Dext day, to synchronize the delivery with plaDDed usage.

Qyes

QNo

29. Ifapplicable, do you require your central food warehouse to use "just. in time" deliveries?

Cl Yes
Cl No

3O. Ifapplicable, have your "just in time" deliveries resulted in the follo\Ving: (check t;' all that
apply)

CJ Increase in the efficiency ofyour food operations
Q A reduction in warehouse~ How many square feet? _

(J A reduction in warehouse staff How many positions?
Q A reduction in required inventory. How much inventory reduction S _
Q Other (please specify)~ _

31. CommeDts: ( Please Provide my additional comments and/or recomn,eivtations you wish to

make that in yoUr opiDion have iDaeased the efficiency and reduced the cost ofyour food
operations/delivery systems: (Attacb separate sbeet if more space is Deeded!)

THANK YOU VERY MUCH FOR YOUR COOPERATION

Submitted By:, _ Title:, _

Your State:'------- Name ofYour Agency:, _

Your Phone Numbec:. _ Your FAX Number:. _

Your E-mail Address:, _
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APPENDIXP
VIRGINIA CUSTOMER SURVEY INSTRUMENT



HOUSE JOINT RESOLUTION NO. 709 (1999)

A study to ualyze the food delivery system aDd to examm. alterD.ati'Ves to iDerease
.eflicieDcy and lower the cost to the COIDDlO~eaIth's tupayen

Cgstomer QUCldOPD.jrclSgacr

Part I • IpfprmatiQp About Yopr F'Cilitt apd OperatipR.

1. How many patients/clients/residents are presently served by your facility? _

2. How many square feet of total food warehouse space do you have at your
facility?----
Ofthe to1al food warehouse space:

a. How much is dry storage?
b. How much is cold statile? _
c. How much is freezer space? _
d. How m.uch is unused space? _

Total warehouse space (The sum ofa throuP d must equal the total
food wueho~ space at your facility.)

3. How much food inventory do you keep on baDd?

Q 15 to 30 days

o 30 to 60 days

Q More than 60 days

4. In total, how many people work in your warehouse? _

a. Of this total, how many ate tUll-time positiODS? _
b. Of this total, how ID8IlY are part-time positiODS? _

5. For F"lSCIIl Year 1999 (7/1198 to 6130199) provide the followiDg dollar amounts:

a. The total amoUDt offood aDd drink items, including perishable~ purChased from
the VDC (subobject code 1362) $ _

b. The total amOUDt offood service supply items purchased
from the VDC (subobjectcode 1363) $. _

c. The total amount offood aDd drink items, includiDg perisbable~ purchased from
private veadors (subobject code 1362) $ _

d. The total amount of food service supply items purchased
from private vendors (subobject code 1363) $. _
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6. How many private food and food service supply vendors did you buy from in Fiscal
Year 1999? (insert the number)

7. Do you require the private vendors to have a Quality Assurance Program?

UYes
CI No

Q Not necessary for the items purchased from private vendors

8. Why do you purchase food items and food service supply items from private vendors?

Check all that apply:

a Less paperwork

Q Item DOt carried by the VDC

Q VDC specifications for the item does not meet our needs

CI Ordering system with VDC requires longer lead time

a More frequent deliveries

Q Less backorders than the VDC ( availability and less frequently out ofstock)

CJ Less need for warehouse space

a Reduces my exposure to food spoilage and lost items
U Other (please specify), _

Part m -Semel. 0oa6!!. aDd Pcljy,n Oocstjons:

9. Approximately how often do you order from the VDC aDd private vendors? (Check tI' the
ODe that applies for both the VDC aDd private vendors)

VirgiDia Distrib1l1ioD CeDter Private V_don

Daily . Daily

ODceaweek Once a week

2·3 times weekly 2-3 times weekly

Once every two weeks Once every two weeks

ODce every lhree weeks Once every mree weeks

Once every 4 weeks Once every 4 weeks

Other (please specify) Other ( please specify)
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10. W11at is the frequency offood deliVeries from the VDC and private veDdors? (Check~
the ODe that applies for both the VDC and private vendors)

VirgiDia DistributioD Center Private Veadon

Daily Daily

On.:eaweek Once a week

2·3 times weekly 2·3 times weekly

Once every two weeks Once every two weeki

Once every dne weeks Once every..weeks

0Dce fNfJfY 4 weeks Once fNfIty 4 weeks

Other ( please specify) Otb« ( pleaie specify)

11. Please check~ ODe category in .eIl ofthe followiDg questiODS for botll the VDC aDd.
private vendors

.
vnzIp,,1I!IriIndIgt e.w p.,...y....

Food DeIhw7 QaestiaI Poor 5IIisIaetor)' EueIIeM Poor salis.It•., ExcelleD1

Delivery timeliDess (do dley
deliver... yoa waat aad •
scbedaled'? )

Flexible delivery schedule

CompleteDeSS ofdetiveries (do
they de1iwr wUt yea asUd
for?)

Are you smsfied widl1be tiD
rate? (Correct qaatillll
nceiYed) .

WbaI is tbe qaaIiIyofpods
receiwlcl?

Me you Sf'isfttd willadie
variety offoocl...1bey....
ill stock?

What is 1he wjJJinpess to
respoad to your special needs?

How would YOlIll"lDk die
procedures forplKiDg orden?
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12. Please rate the cost of the VDC food and food service supply items (i.e., are VDC goods
priced competitively?) .

QPoor.

Q Acceptable

a Excellent

13, Please rate the cost ofyour private vendor food and food service supply items compared
to the VDC.

a More expensive

Q About the same

Q Cheaper

14. How many food and food supply item purchase exceptions did you request from VDe.in
Fiscal Year 19991 and how many were approved? _

Part IV • Industry TteDd:

The major trend ill the 'food industry by food distribaton is to warehouse food,

beverage. ad food sUPPlY items in their own warehouses' aDd provide nm day ("jUSI

in-an.~ deliveries directly to customer sites. TIUs approach allows customers to
eliminate sigDificaat back-up stock aDd quickly obtaiD just about uytbiDg they require
as Deed~aDowiDg for ef&cieacies aDd a poteatial redUctioD ill facility warehouse space
and warehouse staff. These cost savings measures are made possible through volume

purchases that synchronize delivery with pJamted usage. NOTE: Attach separate
sbeet if more space is needed!

. 15. Would "just iD time" delivery of products reduce your warehouse needs?

Cl Yes, I could reduce my warehouse space by square feet.

aNo

!fno, describe why not: _

16. Would "just in time" product delivery increase the efficiency ofyour food service
operations?

Cl Yes
Q No

!fno, describe why not: _



17. Would "jut in time" delivery allow you to reduce ~housestaffand redeploy them in
other important positions?

a Yes. I ~uld redeploy__ warehouse positions to other important positions.

CJ No

18. Would you support the state purchasing all its food, beverage, and food supply items directly
from private food distributors/manufacturers and having those items distributed "just ill
time" to your facility, according to your planned usage?

aVes
a No

Ifno, describe why not: _

. 19. Would you support the state purchasing all its food, beveJ:age, and food supply items by the
\!DC and having those items distributed "just in time" to your facility, accordiDg to'Your
planned usage? . • ••

aVes
Cl No

Ifno, describe why not _

20. Commmts: (please provide any additional comments aDdIor. recommendations you wish to
make tbal in your opiDiOD will increase the efficiency aud reduce the cost of the food
delivery system)

TIIANK YOU VERY MUCH FOR YOUR COOPERATION

Submitted By:, --
Title: _

Name ofYour Institution: _

Your Phone Number: _

Your FAX number: _
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