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Mr. Timothy S. Carey 
President
Battery Park City Authority
One World Financial Center
New York, New York 10281-1097

Re: Report 2000-F-2

Dear Mr. Carey:

Pursuant to the State Comptroller’s authority as set forth in Article X, Section 5 of the State
Constitution and Section 2503 of the Public Authorities Law, we have reviewed the actions taken
by officials of the Battery Park City Authority (Authority), as of March 28, 2000, to implement
the recommendations contained in our audit report, Battery Park City Authority Contracting
Practices (Report 97-S-58).  Our report, which was issued on February 12, 1999, examined
whether the Authority awarded contracts and processed change orders in accordance with its
guidelines and applicable laws.

Background

New York State adopted the Battery Park City Authority Act in 1968, establishing the
Battery Park City Authority (Authority) as a public benefit corporation to supervise the
development of a 92-acre area created from landfill on the lower west side of Manhattan, along
the Hudson River. The Authority, which is governed by a Board consisting of three “Members”
appointed by the Governor with the advice and consent of the State Senate, is developing this
property as a mixed commercial and residential community, in accordance with its 1979 master
plan.

The Authority enters into contracts with vendors for design, construction, consulting
services, and various other purposes. The Authority entered into 33 new contracts valued at
approximately $12.4 million during the fiscal year that ended on October 31, 1999.

Summary Conclusions

Our prior audit found that the Authority generally awarded contracts in accordance with
its guidelines and applicable laws.  However, we found that the Authority’s procedures for bid
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solicitation and receipt could be improved.  Our review identified instances in which there was
inadequate documentation of the basis for evaluating the qualifications of prospective contractors,
and of the reasons for deciding which contractors to solicit for bids.  In addition, once bids were
received, controls to ensure the integrity of the process could be strengthened.  

In our follow-up review we found that the Authority, through its Contract Selection
Committee (CSC), took the steps necessary to implement eight of the recommendations in our prior
report.  We reviewed selected actions taken by the CSC to verify the implementation of these eight
recommendations.  Two recommendations were not applicable because there had not been
sufficient time since the release of the prior report to encounter similar situations which necessitated
our recommendations.

Summary of Status of Prior Recommendations

Of the ten prior report recommendations, Authority officials have fully implemented eight
recommendations, and two recommendations were not applicable as of the time of our follow-up
review.

Follow-Up Observations

Recommendation 1

Strengthen controls over bids by:

# stamping bid envelopes with the date and time of receipt;
# retaining the envelopes in which they were delivered;
# maintaining a log with the date and time bids are received;
# securing their location immediately upon receipt; and
# storing unopened bids in a locked cabinet.

Status - Implemented

Agency Action - Authority officials have taken action to implement this recommendation by
establishing guidelines for the receipt and opening of proposals.  These guidelines address
all of the issues raised in our recommendation.

Recommendation 2

Document the reasons for any changes to bid amounts.

Status - Not Applicable

Agency Action - According to the Chairperson of the CSC, it is rare when changes to bids are
made.  We were not able to identify contracts with changed bid amounts, that had been
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executed during our test period from February 12, 1999 through February 29, 2000.
Therefore, we consider the implementation status of this recommendation to be Not
Applicable for the purposes of our review.  Authority officials asserted that there are
controls in place which would not only document changes, but also provide for the detailed
review of each aspect of the contract.  According to the officials, if a change in bid should
occur, it is carefully addressed in the CSC, and properly reflected in the CSC minutes.  We
reviewed samples of minutes which disclosed that consideration had been given to all
aspects of contracts. 

Recommendation 3

Request cost proposals from all bidders.

Status - Implemented

Agency Action - We selected a sample of contracts from the period February 12, 1999 through
February 29, 2000 to determine if the Authority requested cost proposals from all bidders.
The results of our sample revealed that cost proposals were requested from all of the
bidders.

Recommendation 4

Use non-competitive contract awards only in accordance with the Authority’s guidelines.

Status - Implemented

Agency Action - For the period from November 1, 1999 through February 29, 2000, we
determined that there was only one contract which was not competitively bid.  Authority
officials furnished us with documentation which disclosed that the contract arose on an
emergency basis.  The CSC’s handling of this issue is documented in its meeting minutes.
The documentation we reviewed sufficiently supports the Authority’s action and complied
with its guidelines.

Recommendation 5

Consider requiring Contract Selection Committee approval for significant change orders.

Status - Implemented

Agency Action - Based upon our review of the CSC’s minutes and discussions with CSC
members, the Authority has “considered,” but has not resolved whether or not to require
the CSC’s approval for significant change orders.  According to Authority officials, the
CSC was created to develop contracting procedures, not to render its approval of change
orders.  The CSC is not authorized to approve any type of change order or contract.
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Recommendation 6

Ensure that reports to Members adequately disclose which contracts were increased or extended
due to change orders.

Status - Implemented 

Agency Action - The Authority has taken steps to ensure that reports to Members adequately
disclose which contracts were increased or extended due to change orders.  At the time of
our follow-up review, the Authority furnished us with copies of reports which are given
to Members.  These reports adequately disclose which contracts were increased or extended
due to change orders. 

Recommendation 7

Where applicable, either include ongoing maintenance as part of the original contract or award
a separate contract for the maintenance portion.

Status - Not Applicable

Agency Action - For our test period of February 12, 1999 through February 29, 2000, we
confirmed with Authority officials that there were no new contracts which met the criteria
of this recommendation.  We were informed by the officials that the contract to which this
recommendation pertained in the original report will expire in June of 2000, and the
officials have not made a determination as to whether it will be renewed or competitively
bid.  Therefore, we consider the implementation status of this recommendation to be Not
Applicable for the purposes of our review.  

Recommendation 8

Improve control of bidding files.

Status - Implemented

Agency Action - Authority officials have undertaken substantial efforts to improve the controls
over bidding files, which includes a general redesign.  The officials provided us with
documentation which demonstrates their reorganization of the Authority’s records
management system under the guidelines established by the State Archives and Records
Administration (SARA).  The Authority’s efforts to improve control of bidding files include
attending educational sessions conducted by SARA on various topics related to establishing
and maintaining a records management system.
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Recommendation 9

Ensure that contracts include all foreseeable work.

Status - Implemented

Agency Action - The Authority has taken steps to ensure that all contracts include all foreseeable
work.  Primarily, the Authority has retained independent consultants to review the
contracts.  Each consultant reviews all documents for clarity and identifies errors, omissions
and ambiguities.  The consultant further makes recommendations for improving the bidding
documents, and includes both drawing and specification reviews.

Recommendation 10

Ensure that work is not begun prior to written approval.

Status - Implemented

Agency Action - In order to determine if the Authority is currently ensuring that work is not begun
prior to written approval, we selected a sample of contracts which had been approved since
the issuance of our prior report.  We then compared the date that the contract was
approved to the date of the first invoice submitted by the contractor.  We found that all
sampled contracts were approved prior to the beginning of work.

Major contributors to this report were Howard Feigenbaum, Stuart Dolgon, Harry Maher
and Gennaro John Petillo.

We thank the management and staff at Battery Park City Authority for the courtesies and
cooperation extended to our staff during this review.

Very truly yours,

Kevin M. McClune
Audit Director

cc: Charles Conaway


