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SUMMARY 

This operational audit, covering the period 
June 18, 2001, through February 28, 2005, and 
selected actions taken through May 19, 2005, 
focused on the State Board of 
Administration’s (SBA’s) contract 
administration procedures.  In evaluating 
these procedures, we concentrated primarily 
on the SBA’s purchase of an investment 
portfolio management system (Project).  Our 
audit disclosed that SBA contracting 
procedures could be improved in the 
following respects: 

Finding No. 1: Board records did not fully 
document the processes leading to selection 
of one Project consultant retained at a cost 
of over $5.7 million. 

Finding No. 2: For one key contract, under 
which payments totaling $269,834 were 
made, the deliverables were not clearly or 
adequately described. 

Finding No. 3: For one contract, under 
which payments totaling $506,575 were 
made, the SBA did not document the 
circumstances necessitating the selection of 
the consultant without the benefit of 
competitive processes. 

Finding No. 4: Some contracts did not 
include penalty and dispute resolution 
provisions. 

Finding No. 5: The Board had not 
established policies and procedures 

requiring individuals taking part in the evaluation 
and contract award process to attest in writing 
that they are independent of, and have no conflict 
of interest with respect to, entities evaluated and 
selected. 

Finding No. 6: Consistent with established 
policy, SBA staff did monitor Project progress 
and contractor performance.  However, the SBA 
had not established written procedures and 
standards to guide staff in the effective 
implementation of this policy for all contracts. 

BACKGROUND 

The State Board of Administration (SBA) in 2001 
began the process of purchasing a new investment 
portfolio accounting system.  Due to the size and 
complexity of this purchase, a Request for 
Information (RFI) was issued on June 18, 2001, to 
retain a consultant to evaluate the investment process 
and assist in the procurement.  Subsequently, the SBA 
awarded a consulting contract to InvestTech Systems 

ollowing portfolio 
management system components: 

Consulting, Inc. (InvestTech). 

Based on InvestTech recommendations, the scope of 
the purchase evolved from the procurement of a 
portfolio accounting system to the acquisition of an 
integrated investment portfolio management system 
(subsequently referred to as the Project).  As part of 
the Project, separate RFI’s were issued by InvestTech 
on behalf of the SBA for the f
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 A Portfolio Accounting System to 

supply portfolio accounting functions. 

 A Data Warehouse System to perform 
data management functions. 

 A Message Broker System (also known 
as “middleware”) to facilitate 
communication between trading and 
accounting systems. 

 A Reconciliation System to compare 
transaction activity shown by SBA 
records to activity shown by investment 
custodian records. 

Eagle Investment Systems, Inc. (Eagle), with its 
“STAR” and “PACE” products, was selected by 
the SBA to supply the portfolio accounting 
system and data warehouse.  Also, SunGard 
Business Integration (SunGard), with its 
“MINT” and “IntelliMatch” products, was 
selected by the SBA to provide the middleware 
and reconciliation software.     

After the selection of Eagle and SunGard, the 
SBA issued an Invitation to Negotiate (ITN) on 
November 21, 2002, relating to the procurement 
of consultant services for the implementation of 
the Project.  In early 2003, InvestTech was 
awarded the contract. 

As of May 19, 2005, Project development and 
implementation costs totaled approximately $8.9 
million.  The “go-live” date for the completed 
portfolio management system was September 6, 
2004.  

The scope of our audit addressed the 
management of the procurement processes 
associated with the selection of Project 
consultants and software, the negotiation of 
related contracts, and the monitoring of Project-
related contracts.  The functionality and 
operation of the system will be the subject of 
future audits by the Auditor General. 
 

FINDINGS AND RECOMMENDATIONS 

The effective and efficient procurement and 
implementation of any large scale system requires that 
an entity have in place a system of internal control 
that includes: 

 Procedures to ensure an open, objective, and 
well-documented contractor selection process.  

 Contracts containing provisions documenting 
the mutual agreement, substance, and 
parameters of what was agreed upon, 
including among other matters, clear 
specification of the responsibilities of the 
parties to the contract, deliverables, penalties 
for nonperformance, and dispute resolution 
procedures.  

 Contract monitoring to ensure that 
contractors comply with contract terms, 
performance expectations are achieved, and 
problems are quickly identified and resolved.  

As described in more detail in succeeding paragraphs, 
SBA contracting procedures could be improved in 
some respects. 

Finding No. 1: InvestTech Contracts 

As indicated in the BACKGROUND section of this 
report, the SBA selected InvestTech to assist the SBA 
in identifying, evaluating, and selecting a new portfolio 
accounting system.  Subsequently, InvestTech was 
also selected to assist in the implementation of the 
integrated investment portfolio management system.  
As of May 19, 2005, over $5.7 million had been paid 
to InvestTech. 

With respect to these procurements and the related 
SBA policies and procedures, our audit disclosed the 
following:  

 On June 18, 2001, the SBA issued an RFI to 
retain a consultant to evaluate the SBA’s 
current investment process and assist with the 
procurement of the new portfolio accounting 
system.  Responses to the RFI were received 
from six vendors.  In accordance with the 
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RFI, an evaluation team scored and 
ranked the responses and selected three 
finalists, each of which then made 
presentations to the evaluation team.  
Our audit disclosed that, contrary to RFI 
specifications, the SBA failed to 
document the final round of scoring. 

In response to inquiries, the SBA replied 
that the selection committee had met 
and discussed each of the three 
presenting finalists and then 
recommended InvestTech.  However, 
documentation was not available 
describing the scores awarded and the 
recommendation of the evaluation team.  

 On November 21, 2002, the SBA issued 
an ITN relating to the procurement of 
consultant services for the 
implementation of the integrated 
investment portfolio management 
system.  Two responses were received 
and InvestTech was awarded the 
contract in early 2003.  The SBA was 
unable to provide documentation 
demonstrating the review and scoring of 
consultant responses and presentations. 

The SBA in response to our inquiry 
indicated that the committee voted by 
show of hands to award the contract to 
InvestTech.  The absence of 
documentation clearly showing the 
evaluation of responses precludes the 
SBA’s demonstration that the consultant 
was selected in a fair and objective 
manner.  

 As indicated above, the consultant, who 
assisted the SBA in defining the nature 
and scope of the Project, also submitted 
a proposal and was subsequently 
awarded the contract to implement the 
Project.  Our audit disclosed that SBA 
policies and procedures do not prohibit 
consultants who perform needs 
assessments from competing for services 
relating to the implementation of the 
assessment recommendations.  We 
found no evidence to indicate that there 
had been any lack of objectivity 
exercised with respect to the needs 

assessment for this Project.  However, the 
establishment of policies and procedures 
precluding those who have performed a needs 
assessment from competing for a contract to 
implement the assessment’s recommendations 
may better ensure that the recommendations 
are based entirely on an objective evaluation, 
with no potential motivation coming from a 
future opportunity to profit from the 
implementation of the recommendations. 

Recommendation: We recommend that the 
SBA completely document each phase of the 
consultant evaluation and selection processes.  
Additionally, to better ensure the objectivity of 
consultants performing needs assessments, the 
SBA should adopt policies and procedures 
precluding consultants from competing for 
services related to the implementation of their 
recommendations.   

Finding No. 2: Contract Deliverables 

All contracts should contain clear and adequate 
descriptions of deliverables.  Our analysis of Project 
contracts disclosed that one of six contracts did not 
contain clear and adequate descriptions of 
deliverables.  Specifically, the SunGard MINT 
contract did not sufficiently define the installation 
support to be provided by SunGard.  As of May 19, 
2005, payments totaling $269,834 had been made 
under this contract. 

While Parts 2.1 and 3.1(b) of the contract, as well as 
Part B of the contract’s software schedule sought to 
address the installation support to be provided for the 
MINT product, the language of these parts lacked the 
necessary specificity to adequately ensure that the 
needed services were provided.  The contract, in Part 
2.1, stated that “SunGard (would) assist the Customer 
(the SBA) in basic installation the (sic) on or before 
the scheduled installation date. . .”  The contract, in 
Part 2.1, also provided, “SunGard shall provide the 
installation support described on Part B of the 
Designated Schedule and assistance with any other 
implementation or related activities described on Part 
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B of the Designated Schedule.”  However, Part 
B of the software schedule, in describing the 
installation support to be provided, merely 
describes the services as, “SunGard installation 
services for the Software (referring to MINT and 
MINT-related software) as mutually agreed to by 
SunGard and Customer (the SBA).”  

The failure to more specifically define the 
services required for this part of the Project 
placed at risk the accomplishment of Project 
objectives.  During the course of assisting the 
SBA with the installation of MINT, SunGard 
determined that it could not continue to provide 
staffing.  As a result, the SBA had to secure the 
services of another consultant to assist in 
completing the installation. 

Recommendation: We recommend the 
SBA ensure future contracts clearly define all 
deliverables. 

Finding No. 3: Sakti Contract 

As noted above in Finding No. 2, SunGard 
concluded that it was unable to provide 
installation support for the MINT product, and 
according to the SBA, the installation of the 
MINT software required product expertise that 
neither the SBA nor InvestTech could 
adequately supply.  Consequently, the SBA 
sought the services of another consultant to 
provide the needed MINT expertise.  Through 
contact with SunGard, the SBA was referred to 
Sakti, a consulting company with expertise in the 
installation of MINT.  Subsequently, a contract 
was entered into between the SBA and Sakti for 
the provision of MINT installation support 
services.  Records indicate that as of May 19, 
2005, approximately $506,575 had been spent 
for the services of Sakti.  

Contrary to SBA procedure, the contractor, Sakti, was 
engaged without the benefit of a competitive selection 
process.  SBA purchasing procedures in place at the 
time of the selection of Sakti required at least three 
informal quotations for procurements exceeding 
$10,000 and competitive solicitation for procurements 
exceeding $30,000.  SBA procedures did make 
provision for exceptions to the competitive 
procurement requirements and required that the 
justification for such purchases be reduced to writing 
and approved in advance by the Executive Director.  
In response to our inquiries, SBA personnel have 
described conditions that may have qualified the 
selection of Sakti as an exception to the SBA’s 
competitive procurement policy; however, the 
exception was not justified in writing and approved in 
advance by the Executive Director. 

Recommendation: We recommend the SBA 
adhere to established purchasing procedures for 
all procurements.  

Finding No. 4: Contract Provisions 

To encourage contractor performance, SBA contracts 
should contain penalty provisions.  Absent such 
provisions, the SBA may lack an effective means, 
other than litigation, to compel contractor 
performance.  

Further, disputes between contracting parties may 
emerge during the course of a project, and at times, 
place at risk the effective and efficient completion of 
projects.  Incorporating into contracts a mechanism to 
promptly and adequately address disputes in a good 
faith manner may help to avoid litigation.  

Our review of Project-related contracts disclosed: 

 The InvestTech, SunGard MINT, and 
SunGard IntelliMatch contracts did not 
include a penalty provision. 

 The InvestTech, SunGard MINT, SunGard 
IntelliMatch, and Sakti contracts did not 
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incorporate dispute resolution 
procedures as part of the agreement. 

Recommendation: We recommend the 
SBA ensure future contracts include clauses 
that provide mechanisms to address 
consultant nonperformance issues and 
contract disputes. 

Finding No. 5: Conflict of Interest 

Statements 

Our audit tests disclosed that for the six Project 
procurements, SBA records did not contain 
evidence that individuals taking part in the 
evaluation and contract award processes had 
attested in writing that they were independent of, 
and had no conflict of interest with respect to, 
the entities evaluated and selected.  Additionally, 
we determined that the SBA had not adopted 
policies and procedures requiring independence 
attestations for those involved in the evaluation 
and contract award processes. 

Such attestations help to ensure the integrity and 
objectivity of the procurement and contracting 
processes.  In response to inquiry, the SBA 
stated that a conflict of interest disclosure 
requirement will be incorporated into future 
ITN-based acquisitions.  

Recommendation: We recommend 
policies and procedures be developed to 
ensure the independence of evaluation team 
members is clearly documented for all 
evaluation and award processes. 

Finding No. 6: Contract Monitoring  

Throughout the life of a contract, monitoring is 
necessary to ensure contractors provide high 
quality products and services in accordance with 
contract terms.  It is essential that written 
policies, procedures, and standards be developed 
and communicated to contract managers to 

ensure that contract monitoring is performed in a 
consistent and comprehensive manner. 

SBA Executive Director Policy and Procedure 10-031, 
effective November 1, 2004, states, “It is the policy of 
the Executive Director of the SBA that all contracts in 
which the SBA is a party shall be 
properly…monitored.”  Consistent with this policy, 
SBA staff did monitor the progress of the Project and 
the performance of Project contractors.  However, 
our review did disclose that the SBA had not 
implemented the policy by establishing written 
procedures and standards to reasonably ensure that 
for all contracts, contractor performance is effectively 
monitored and that such monitoring efforts are 
appropriately documented.  

The SBA has adopted as part of its 2005-2007 
Strategic Plan the objective to develop and implement 
a contract administration program by the end of 2005. 
The SBA further indicated that it was in the process 
of recruiting a contract administrator and 
implementing a program by the end of the 2005 
calendar year. 

Recommendation: We recommend the SBA 
continue to develop and adopt monitoring 
procedures and standards that address, among 
other matters: 

 The assignment of contract management 
responsibilities, including those relating 
to the documentation of monitoring 
efforts. 

 A methodology for determining the nature 
and timing of contract monitoring.  Such 
a methodology may be based on a risk 
assessment process that takes into 
consideration, among other matters, the 
dollar value of the contract, the nature of 
the contracted services and associated 
inherent risks, and past performance of 
the contractor. 

 A mechanism to accumulate information 
with respect to the various contractors, 
evaluate their performance under the 
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 Evaluate SBA compliance with selected 

controlling laws and other guidelines. 
contract terms, track payments to 
contractors, track the acceptance of 
contract deliverables, and provide 
performance feedback. 

 

In conducting our audit, we obtained an 
understanding of governing laws and guidelines.  We 
also reviewed SBA manuals, interviewed personnel, 
performed tests of compliance with applicable laws 
and rules, performed tests of pertinent records, and 
conducted tests of the effectiveness of relevant SBA 
controls. 

OBJECTIVES, SCOPE, AND METHODOLOGY 

This operational audit focused on the SBA’s 
contract administration procedures.  In 
evaluating these procedures, we concentrated 
primarily on the SBA’s purchase of an 
investment portfolio management system.  Our 
specific objectives were to: 

Our audit included examinations of various 
transactions occurring during the period June 18, 
2001, through February 28, 2005, and selected actions 
taken through May 19, 2005.  Obtain an understanding and assess the 

effectiveness of related SBA internal 
controls. . 
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To promote accountability in government and improvement in government operations, the Auditor General 
makes operational audits of selected programs, activities, and functions of State agencies. This operational 
audit was made in accordance with applicable Government Auditing Standards issued by the Comptroller General 
of the United States. This audit was conducted by Matthew Tracy, CPA, and supervised by Kathryn Walker, 
CPA. Please address inquiries regarding this report to Don Hancock, CPA, Audit Manager, via e-mail at 
donhancock@aud.state.fl.us or by telephone at (850) 487-9037. 

This report, as well as other audit reports prepared by the Auditor General, can be obtained on our Web site 
(http://www.state.fl.us/audgen); by telephone at (850) 487-9024; or by mail at G74 Claude Pepper Building, 
111 West Madison Street, Tallahassee, Florida  32399-1450. 

AUTHORITY 

Pursuant to the provisions of Section 11.45, Florida 
Statutes, I have directed that this report be 
prepared to present the results of our operational 
audit. 

 

William O. Monroe, CPA 
Auditor General 
 

 
AUDITEE RESPONSE 

In a letter dated October 25, 2005, the Executive 
Director provided responses to our preliminary and 
tentative findings.  The letter is included in its 
entirety at the end of this report as Exhibit A 
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EXHIBIT A 

AUDITEE RESPONSE 
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EXHIBIT A 

AUDITEE RESPONSE (CONTINUED) 
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EXHIBIT A 

AUDITEE RESPONSE (CONTINUED) 
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EXHIBIT A 

AUDITEE RESPONSE (CONTINUED) 
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