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April 10, 2014 

 
Sysco Foods of Oklahoma 
Leonard Hymel, President 
1350 W Tecumseh Road 
Norman, Oklahoma  73069 
 

Mr. Hymel, 

 

Under Oklahoma statewide contract 156 (SW156), Sysco Foods of Oklahoma has provided a good quality product with 
consistency, economy and efficiency.  A contract of this magnitude and complexity is bound to be met with complications.  In 
regard to the recent breach of some contract terms, Sysco has responded appropriately.  

In total, Sysco will pay or credit to the State a total of $36,589.59 to address deficiencies and refund overpayments to 
the corresponding agencies. This agreement is the result of collaborative efforts detailed herein. 

The Department of Corrections (DOC), in an effort to maximize their food dollars, initiated a thorough investigation in 2013 which 
included their ordering practices utilizing SW156, the Prime Vendor Food Contract.  Discrepancies were discovered and Central 
Purchasing (CP) launched an investigation.  

The first meeting with Sysco to discuss the issues was November 7, 2013. Areas of concern were disclosed that Sysco was 
tasked to identify and to generate reports back to the State. An official meeting with the DOC in which this office received the 
report in its entirety occurred on December 9, 2013.  Upon a review of the DOC report and the initial reports received from 
Sysco, CP concluded the issues alleged by the DOC were valid.  As a result, CP was compelled to serve Sysco with a Notice to 
Cure letter on December 16, 2013.  The vendor was given five days to acknowledge receipt and 30 days to submit a definitive 
plan of action to cure what the State considered a breach of contract.  The deadline was extended to January 31, 2014 due to 
the holidays and a request from Sysco. 

A response was received from Sysco on January 31, 2014. CP was not satisfied with the initial report.  The ongoing analysis of 
the documentation received from the DOC and Sysco, which included price benchmarking against other states’ contracts, 
answered some issues but raised additional concerns.  CP then met with and discussed these issues and probable remedies 
with our legal staff, the DOC and Sysco on several occasions via phone calls, meetings, conference calls, emails and a visit to 
the Joseph Harp Correctional Center to view the facility and meet with the initiators of the report.   

The solutions provided by Sysco, some of which have been in place since Jan. 1, have corrected the issues that were caused by 
Sysco’s business information system not locking in price weekly or monthly according to the contract.  The identified solution for 
this issue is to lock state agencies into ordering from the Master Order Guide.  For compensatory purposes, Sysco has reviewed 
purchases for all accounts for calendar year 2013.  Price fluctuations outside the terms of the contract will be credited back to the 
ordering agencies based on the lowest price charged to any location.  Additionally, for substitutions where the amount charged 
was higher, Sysco will refund the difference to users and will continue to carefully monitor State facility orders and contact each 
facility regarding out-of-stocks that require a substitution as the contract stipulates.  The automatic substitutions generated by 
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their system were discontinued after our initial meeting in November.  Where the calculated service levels fell below the required 
contractual minimum, Sysco will issue credits to the affected accounts.   

In addition to the safeguards that have been put in place, caused mostly by the Sysco enterprise system change, Sysco has 
implemented other changes and dedicated additional staff to properly monitor and respond to the requirements of this contract.  
With these additions, the credits to end users, and the assurances of Sysco leadership, the State is satisfied that the issues that 
led to the breach have been resolved.    

Thank you for your continued partnership and attention to fulfilling all the terms of the contract.   

 

 

Sincerely, 

 

Scott Schlotthauer 
State Purchasing Director 
Office of Management and Enterprise Services 
 
 
cc:  Theresa Johnson – OMES CP 
       Thomas Vergis – OMES CP 
       Tim Tuck – OMES Legal 
       Travis Thomas, Sysco 
       Earnest Lamirand – DOC 
       William Weldon – DOC Jo Harp 
       Tina Hicks - DOC 
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