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                Re: Report 2002-F-11 
 
Dear Mr. Goldstein: 

 
Pursuant to the State Comptroller’s authority as set forth in Article X, Section 5 of the State 

Constitution and Section 2803 of the Public Authorities Law, we have reviewed the actions taken by 
officials of the New York City School Construction Authority (SCA) as of September 6, 2002 to 
implement the recommendations contained in our audit report, New York City School Construction 
Authority - Soliciting Bids and Awarding Contracts for Capital Improvement Projects  (Report 98-
N-5).   Our report, which was issued on January 28, 2000, reviewed the solicitation of bids and 
award of contracts for the period from January 1, 1996 through October 30, 1998.   

 
Background 
 
 During the two years ended June 30, 2002, SCA awarded over $757 million in contracts for 
capital improvement projects. In accordance with SCA procedures, construction firms and 
construction management firms must be pre-qualified to assure that they are reliable, competent and 
law abiding.  Prospective contractors are required to complete an extensive application form that is 
reviewed by SCA’s Contract Administration Unit (CAU) and Office of the Inspector General (OIG). 
The CAU evaluates the prospective contractor’s work experience, past performance, technical 
competence, and financial soundness.  The OIG determines whether the prospective contractor has 
been involved in illegal or unethical activities.    
 
Summary Conclusions 
 
 In our prior audit, we found that SCA could improve its procedures and processes for 
identifying and screening firms to contract for capital improvement projects.  We also found that 
while SCA used a competitive process when obtaining contractors for capital improvement projects, 
the process would be more competitive if certain improvements were made.   
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 In our follow-up review, we found that SCA has made progress in implementing some 
recommendations contained in our prior audit report.  However, SCA still needs to improve upon 
contractor solicitation processes such as allowing more time for vendors to bid; reducing or 
eliminating changes in solicitation documents; enhancing construction management services through 
the RFP process; and inviting a greater number of women and minority firms to bid on projects. 
 
Summary of Status of Prior Audit Recommendations 
 
 Of the 13 prior audit recommendations, SCA officials have implemented five recommendations, 
partially implemented three recommendations, and have not implemented five recommendations.   
 
Follow-up Observations 
 
     Recommendation 1 
 
Conduct the prequalification and requalification processes fully in accordance with requirements, 
and fully document compliance with these requirements.     
 
Status - Implemented 
 
Agency Action - Our review of a random sample of ten contractor folders found supporting 

documentation to verify compliance with this recommendation.   
 
     Recommendation 2 
 
Establish standards for disqualifying prospective contractors as a result of serious, repeated, and/or 
willful OSHA violations.   
 
Status - Partially Implemented  
 
Agency Action - SCA officials stated that this recommendation has been implemented on a modified 

basis through a process established for reviewing OSHA violations.  They state that for 
every firm that has at least one OSHA violation, a very thorough review of their safety 
history is performed.  Officials assert, however, that they must have some discretion in 
evaluating the safety record of contractors.  We believe that SCA should establish written 
standards regarding OSHA violations, in order to establish when serious, repeated and/or 
willful OSHA violations warrant disqualifying prospective contractors. 

 
      Recommendation 3 
 
Establish procedures for evaluating repeated wage law violations in the prequalification and 
requalification processes. 
 
Status - Implemented  
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Agency Action - SCA has procedures under which it considers compliance with the prevailing wage 
laws in their contractor prequalification and requalification processes.   In addition, SCA 
officials stated that they comply with the New York State Labor Law and will only 
disqualify firms that have two or more willful violations.  They also indicated that they have 
retained the services of a consultant to review the prequalification and requalification 
processes.  This review will include a prevailing wage compliance.   

 
                                                             Recommendation 4 
 
Do not award construction contracts of $1 million or more to firms that fail to participate in a 
registered apprenticeship program.   
 
Status - Implemented   
 
Agency Action - Our review of a random sample of ten construction contracts over $1 million that 

were awarded between July 1, 2000 and December 31, 2001 found that all ten had 
documentation showing participation in a registered apprenticeship program.    

 
     Recommendation 5 
 
Establish a time limit for requalification after the two-year prequalification period expires.   
 
Status - Not Implemented   
 
Agency Action - SCA has not set time limits for requalification after the prequalification period 

expires.  Officials state that if a firm’s prequalification has expired, it must be requalified by 
SCA prior to being allowed to bid on contracts. This requalification is as thorough as the 
original prequalification.  In addition, the prequalification status now expires every three 
years.  We believe that by setting time limits for requalification, SCA provides assurances 
that only qualified vendors are solicited in the first place and that its database of qualified 
firms remains accurate.   

 
               Recommendation 6 
 
Before inviting (limited solicitation) firms to bid on projects, contact the prospective bidders to 
determine whether they are interested and available at that time. In addition, invite a greater 
number of qualified firms to bid on the projects.   
 
Status - Partially Implemented 
 
Agency Action - SCA does not contact prospective bidders prior to sending out the invitations to 

bid.  However, officials stated that they now identify all those pre-qualified firms who are 
capable of performing a contract and invite them to bid.  They indicated that they are inviting 
a greater number of firms to bid on these projects.  However, we believe that any process 
that increases the number of potential bidders should be implemented in order to foster 
competition.  We selected a random sample of ten limited solicitation contracts out of a total 
of 50 for the period from July 1, 2001 to June 30, 2002.   This sample had an average of 25 
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bidders solicited per contract.  This was a significantly greater number of bidders solicited 
than the three samples noted in our prior audit, which had 14, 12 and 9 bidders solicited, 
respectively.  

   
     Recommendation 7 
 
Minimize the need for changes in solicitation documents, and allow bidders a reasonable amount of 
time to react to any such changes that are made.   
 
Status - Not Implemented 
 
Agency Action - SCA did not provide us with any documentation of initiatives, mandates or 

instructions that they may have given to their staff to manage and minimize the need for such 
solicitation changes consistent with our recommendation.  SCA officials stated that they try 
to keep solicitation changes to a minimum and feel that bidders do have sufficient time to 
react to such changes.      

 
Recommendation 8 

 
Except in documented emergencies, allow firms a period of time comparable to the 20 calendar days 
allowed by the New York City Procurement Policy Board minimally to respond to RFP’s.   
 
Status - Implemented 
 
Agency Action - In the time period from January 1, 2000 to November 30, 2002, SCA solicited 

proposals for only two construction management contracts.   The firms were allowed 18 and 
25 days to respond to these RFPs. SCA officials state that they employ flexibility where 
necessary in allowing a sufficient time for firms to respond to proposals.  SCA officials state 
that they have and will continue to comply with the enabling legislation and will employ 
flexibility when possible and appropriate.        

 
Recommendation 9 

 
Send RFPs for construction management services to a greater number of qualified firms.   
 
Status - Not Implemented 
 
Agency Action - SCA officials did not agree with this recommendation in the original audit report, 

as they believed that they sent RFPs to a sufficient number of firms.  SCA officials feel there 
is no evidence that their process has not worked effectively.   Our prior audit found that 
RFPs were sent to no more than 16 of the 52 pre-qualified firms.  For the period from July 1, 
2001 to June 30, 2002, SCA officials told us that only one construction management contract 
was awarded.  We found that this RFP was sent to only 15 firms, comparable to our prior 
audit findings on the number of firms solicited.  We believe that in order to obtain the best 
possible price and services, more firms need to receive RFPs.  
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Recommendation 10 
 
Obtain additional construction management services through an RFP process whenever possible.  
If, in certain circumstances, supplemental agreements or other less competitive processes are used 
instead, quantify and document the benefits that are to be realized from these processes.   
 
Status - Not implemented 
 
Agency Action - SCA officials explained that these supplemental agreements were really 

amendments to requirements contracts, where firms are contracted for a certain period of 
time to perform a specific type of work as it arises, and therefore the RFP process was not 
required.   However, SCA officials did not justify that this process of working with the same 
vendor was more cost effective than the preferred method of bidding out for such work.    

 
Recommendation 11 

 
Invite a greater number of qualified minority, women and/or locally-owned firms to bid on Program 
projects.   
 
Status - Not Implemented  
 
Agency Action - SCA informed us that they invite a limited number of qualified minority, women 

and/or locally-owned firms to bid on projects, just as they did at the time of the original 
audit.  They state that their protocol of soliciting bids from five to eight firms provides a 
better overall opportunity for smaller firms to obtain contracts.  We reiterate the value to 
SCA of fostering maximum competition and at the same time giving more minority, women 
and/or locally-owned firms the opportunity to experience the bidding and award process.    

 
Recommendation 12 

 
Before soliciting bids for Program projects, contact the prospective bidders to determine whether 
they are interested and available at that time. 
 
Status - Partially Implemented 
 
Agency Action - SCA officials stated that they do not directly contact prospective bidders 

participating in the Mentor program to determine whether they are interested in bidding; the 
construction managers on these projects make these contacts.  We took a random sample of 
ten contracts awarded to firms in the Mentor program and found that two firms were the 
construction managers for all ten projects.  Of the two firms, only one said that they contact 
prospective bidders in advance.   
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Recommendation 13 
 
Improve recruitment efforts to increase the number of firms that are prequalified for the Program.  
Make a particular effort to recruit firms in trades that are not well represented among the 
prequalified firms.   
 
Status - Implemented  
 
Agency Action - SCA established the Minority Contracting Mentor Program (Program) to increase 

the participation of minority, women, and locally-owned firms in SCA projects.  SCA has 
promoted the program at events held for government agencies and minority contractors.  SCA 
was scheduled to participate in 30 such events in 2002. This was more than the number of 
events they attended as reported in our prior audit report.  They also include program 
information on their web site, which was not something they were doing at the time of our 
prior audit.   

 
 Major contributors to this report were Michael Solomon, Keith Murphy and Tony Carbonelli. 
 
 We would appreciate your response to this report within 30 days, indicating any actions 
planned to taken to address any unresolved matters in this report. We also thank the management 
and staff of the SCA for the courtesies and cooperation extended to our auditors during this review. 
 
       Very truly yours, 
 
 
 
       Jerry Barber 
       Audit Director 
 
 
 


