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We performed our examination in accordance with the State Comptroller’s authority as set forth in Article V, 

Section 1 of the State Constitution, as well as Article II, Section 8, and Article VII, Section 111 of the State Finance 

Law. 

September 27, 2010 

Mr. C. Peter Magrath 

Interim President 

SUNY at Binghamton 

PO Box 6000 

Binghamton, NY 13902 

Re: Report 2010-0391 

Dear Interim President Magrath: 

Our Office examined payments made by the State University of New York at Binghamton 

(University) to Otis Elevator (Otis) for services provided from July 1, 2009 through December 

31, 2009.
1   

The objective of our examination was to determine if the University received elevator 

services in accordance with the terms and conditions of Contract C080213. 

A. Results of Examination 

We found the University’s Assistant Director of Operations allowed Otis to substitute the 

preventive maintenance schedule required by the contract with a preventive maintenance 

schedule determined by Otis without the knowledge or consent of the University’s fiscal 

management staff.  The Assistant Director allowed the substitution without determining if the 

changes in the preventive maintenance schedule were a fair substitution of services.  The 

substitution also substantially reduced the amount of preventive maintenance services Otis 

performed, without a corresponding reduction in the cost for those services, and without re-

bidding or amending the contract.  In addition, Otis refused to provide the University with the 

substituted schedule, claiming the information is proprietary.  As a result, University officials 

cannot determine (i) if the preventive maintenance services Otis is providing is comparable to the 

preventive maintenance services required by the contract, (ii) if they are paying a reasonable 

price for preventive maintenance, or (iii) if they are receiving sufficient preventive maintenance 

to keep the elevators in optimal working condition. 

We shared a draft report with University officials, who provided us with a response.  (See 

Appendix A.)  They agreed with our recommendations.  University officials stated a system was 
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developed to ensure services are performed as dictated by the contract.  In addition, the Physical 

Facilities Operation staff will make periodic inspections to ensure the work is completed.  

University officials have also requested Otis calculate the overpayments that resulted from them 

not complying with service terms of the contract.  They will use that information to recover 

overpayments from Otis. 

B. Background and Methodology 

The University entered into contract C080213 with Otis in September 2006.  C080213 is a five 

year contract valued at $1.1 million for preventive maintenance and repairs on all campus 

elevators.  The contract terms specify a fixed monthly rate per elevator for preventive 

maintenance, repairs to miscellaneous damage, and 24 hour emergency call back service for 

critical elevators.  The contract also includes a preventive maintenance schedule, which specifies 

the services Otis is required to perform on each elevator and the frequency at which those 

services are to be performed.  The University paid Otis $117,379 in fixed rates from July through 

December 2009. 

To accomplish our objective, we examined vouchers and supporting documentation, analyzed 

the terms and conditions of the Otis contract and other pertinent documents, and interviewed 

appropriate officials from the University.    We also identified some matters we consider to be of 

lesser significance that we communicated to the University separately and did not include in this 

report. 

C. Details of Findings 

Immediately after the contract was awarded, the University’s Assistant Director of Operations 

allowed Otis to substitute the preventive maintenance schedule required by the contract with a 

schedule determined by Otis.  Otis uses an automated maintenance management system to 

schedule preventive maintenance services based on such factors as usage, type of elevator, 

manufacturer and age of the elevator.  The Assistant Director of Operations allowed Otis to 

perform preventive maintenance as determined by their system rather than the schedule in the 

contract. 

The Assistant Director of Operations approved this schedule substitution without knowing (i) if 

the preventive maintenance services Otis proposed to provide are comparable to the preventive 

maintenance services required by the contract, (ii) if the University would be paying a reasonable 

price for preventive maintenance, or (iii) if the University would receive sufficient preventive 
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maintenance to keep the elevators in optimal working condition.  The University is also unable to 

determine the impact of the substitution on the safety of the people who will use the elevators. 

This substitution substantially reduced the amount of preventive maintenance services Otis 

performed, without a corresponding reduction in the cost for those services.  According to the 

contract, Otis was to provide 2,390 instances of weekly preventive maintenance services to the 

94 elevators covered by the contract during the examination period.  We found Otis only 

performed 430 instances of preventive maintenance services of any kind (i.e. weekly, monthly, 

quarterly, etc.) during that same period.  We also found 83 elevators did not receive any 

preventive maintenance services for at least one month and 50 of the 83 elevators did not receive 

any preventive maintenance services for 3 months or more. 

This schedule substitution was done without the knowledge or consent of the University’s fiscal 

management staff and without amending or re-bidding the contract. According to Procurement 

and Disbursement Bulletin G-197, if there is a substantial change in the scope of services, the 

agency must submit an amendment to OSC before the change can be made.  By not complying 

with Bulletin G-197, the University circumvented the objectives of the State Finance Law and 

SUNY Purchasing and Contracting Policies of promoting open and fair competition. 

At our request, University officials asked Otis to provide the preventive maintenance schedule 

they follow.  Otis officials stated that the maintenance management system is proprietary so the 

frequencies of the preventive maintenance cannot be shared.  As a result, there is no crosswalk 

that University officials can use to equate the preventive maintenance services required by the 

contract with the preventive maintenance services Otis plans on performing. 

Recommendations 

1) Require Otis to provide preventive maintenance services according to the terms 

and conditions of contract C080213. 

2) Ensure staff complies with Procurement and Disbursement Bulletin G-197 if the 

University decides to modify the terms and conditions of contract C080213. 

3) Ensure staff administering the contract is properly trained to monitor vendor 

performance and contract payments. 

4) Require Otis to provide a comparative analysis of the preventive maintenance 

services they provided over the life of the contract to the preventive maintenance 

services which were required by the contract.  If the services provided were less 

than the level of service paid for, recover the overpayments. 
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We would appreciate your response to this report by October 27, 2010, indicating any actions 

planned to address the recommendations in this report.  We thank the management and staff of 

the State University of New York at Binghamton for the courtesies and cooperation extended to 

our auditors. 

Sincerely, 

Bernard J. McHugh 

Director of State Expenditures 
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