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Report 2003-N-9 
 
Mr. John Doherty 
Commissioner 
New York City Department of Sanitation 
125 Worth Street 
New York, NY  10013 
 
Dear Mr. Doherty: 
 
The following is our report addressing selected aspects of the New York City Department of 
Sanitation’s administration of solid waste disposal contracts.   
 
This audit was performed pursuant to the State Comptroller’s authority as set forth in Article V, 
Section 1 of the State Constitution; Article II, Section 8 of the State Finance Law; and Article III 
of the General Municipal Law.  Major contributors to this report are listed in Appendix A. 
 
 
 
 
 
 
 
 
November 17, 2005 

 

Office of the State Comptroller 
Division of State Services 
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EXECUTIVE SUMMARY 
 

NEW YORK CITY DEPARTMENT OF SANITATION 
SOLID WASTE DISPOSAL CONTRACTS 

 
SCOPE OF AUDIT 

 
he New York City Department of Sanitation (Sanitation) collects refuse (solid 
waste) from residences and institutions such as schools and municipal 

facilities.  In the past, this waste was taken to landfills and incinerators in New 
York City, but the incinerators were shut down and the last available landfill was 
closed in 2001.  Sanitation is developing a comprehensive long-range plan for 
municipal waste disposal, but in the interim, municipal waste is being delivered to 
various contractors for disposal at sites outside New York City.   
 
At the time of our audit, a total of 19 waste disposal contracts were in effect, each 
covering a different area of New York City.  The waste is delivered to the 
contractors at transfer facilities, where it is weighed, and the contractors are paid 
a certain amount per ton for each delivery.  The contractors are to bill Sanitation 
twice a month for the deliveries, and during the year ended June 30, 2003, 
Sanitation’s payments to the contractors totaled about $249 million.  The trips to 
the transfer facilities also cost Sanitation millions of dollars a year, particularly 
since some facilities are not located close to the places where waste is collected.  
Our audit addressed the following questions about Sanitation’s waste disposal 
contracts for the period July 1, 1997 through January 31, 2004: 
 

• Were the contracts awarded in a manner that resulted in waste 
disposal services being provided at the lowest possible cost to New 
York City?   

 
• Do the controls established by Sanitation provide adequate 

assurance contract billings are accurate and are made only for 
services that were actually provided?  

 
• Does Sanitation use the transfer facilities shown by its estimates to 

result in the lowest total cost to New York City?  
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AUDIT OBSERVATIONS AND CONCLUSIONS 
 

e found that Sanitation’s controls provide adequate assurance contract 
billings are valid and accurate.  However, it could not be determined 

whether contracts are awarded in a manner that results in waste disposal 
services being provided at the lowest possible cost, because the reasons for 
many of the decisions made in the complex and automated contract award 
process are not adequately documented.  We also found that, in many instances, 
Sanitation does not use the transfer facilities shown by its estimates to result in 
the lowest total cost to New York City, and as a result, additional waste disposal 
costs may be incurred.   
 
New York City’s waste disposal contracts are awarded in a competitive process.  
However, the low bid may not necessarily represent the least costly option, 
because the cost that is to be incurred by Sanitation in getting the waste to the 
contractor must also be taken into account, and this cost is often significant.  For 
example, Sanitation’s transportation costs account for about 30 percent of the 
total waste disposal costs for Manhattan and Staten Island.  To fully take this 
cost into account and identify the contract award option that is least costly to New 
York City, Sanitation uses a complex computerized bid evaluation process.   
 
We examined this process and found that it could not be determined whether the 
process worked as intended, because the reasons contracts were awarded to 
some bidders rather than others were not documented, and the reasons various 
contractors were awarded various shares of the waste in an area were not 
documented.  In the absence of such documentation, Sanitation may not be able 
to fully defend its contract award decisions, and there is an increased risk that 
New York City’s waste disposal process could be more costly than necessary.  
We recommend that this documentation be maintained.  (See pp. 17 - 23) 
 
We also determined that New York City’s waste disposal costs might be reduced 
if certain actions were taken to increase the number of qualified bids that are 
received from vendors.  Because of bid disqualifications, bid withdrawals and low 
response rates by bidders, there has been relatively little competition for some of 
the waste disposal contracts that have been awarded.  We recommend actions 
that can be taken to increase the competitiveness of the contract award process.  
(See pp. 25 - 28) 
 
Sanitation has established a number of controls over the contract billing process.  
We examined these controls and found they provide reasonable assurance 
contract billings are accurate, and Sanitation is billed only for services that were 
actually provided.  However, we identified one instance in which an invoice was 
approved in an inappropriate manner by Sanitation, and as a result, the vendor 
was overpaid a total of $21,714.  The invoice was known by Sanitation to contain 
inaccurate information, but payment was approved as part of an agreement with 
the vendor to expedite waste deliveries not yet covered by the contract with the 
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vendor.  We recommend that the overpayment be recovered and such 
transactions be handled appropriately in the future.  (See pp. 37 - 43) 
 
Each contractor has a transfer facility that is designated to receive waste from 
Sanitation.  According to estimates made by Sanitation in the contract award 
process, the use of these designated facilities will result in the lowest possible 
total cost for an area’s waste disposal services.  However, we found that, in 
many instances, waste is not taken to the designated transfer facilities; rather, it 
is taken to alternative transfer facilities that may charge a higher price per ton for 
disposal services and may be farther away than the designated facilities.  
 
For example, in the year ended June 30, 2003 (most recent fiscal year available 
during the audit period), 22.3 percent of Sanitation’s waste deliveries were made 
to alternative transfer facilities, and the price charged for disposal at these 
facilities was often higher than the price that would have been charged at the 
designated facility.  In fact, when we compared the two prices for a sample of 
31,218 of the 86,412 deliveries made to alternative facilities that year, we found 
that the alternative facilities charged Sanitation a net total of $1.25 million more 
than the designated facilities would have charged for waste disposal services.  
(See pp. 45 - 51) 
 
Alternative disposal arrangements are sometimes unavoidable for a number of 
reasons.  According to Sanitation officials, additional costs are not incurred in 
most such arrangements.  However, we found that the cost of these 
arrangements is not actually known, because neither the costliness nor the 
frequency of such arrangements is monitored by Sanitation.  We recommend that 
such monitoring be performed and a formal plan be developed for making 
alternative disposal arrangements in the least costly manner possible.   
 

COMMENTS OF SANITATION OFFICIALS 
 

 draft copy of this report was provided to Sanitation officials for their review 
and comment.  Their comments were considered in preparing this final 

report, and are included as Appendix B.  Appendix C contains State 
Comptroller’s Notes in response to certain comments provided by Sanitation 
Officials. 

A 
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INTRODUCTION 

 
Background 

 
he New York City Department of Sanitation (Sanitation) is 
responsible for collecting refuse (solid waste) and 

recyclables from residences and institutions (such as schools, 
municipal facilities, and certain not-for-profit entities) in New 
York City.  Private companies are responsible for collecting the 
refuse and recyclables generated by businesses.  About 13,000 
tons a day of municipal waste was collected by Sanitation in 
1997.  In September 2004, Sanitation reported it was picking up 
approximately 12,400 tons daily.  Additionally, commercial 
waste is collected by private companies; the average daily 
tonnage is reported to be 13,000 tons a day.   
 
Sanitation is also responsible for disposing of the solid waste it 
collects.  In the past, this waste was taken to landfills and 
incinerators in New York City.  However, the landfills were 
closed and the incinerators were shut down.  Between 1992 and 
2001, the only remaining disposal facility available to Sanitation 
was a large landfill on Staten Island (Fresh Kills).  This facility 
was closed in March 2001 (nine months before the mandated 
closure date of December 31, 2001).  Since no new sites in New 
York City were available for permanent landfills and City officials 
had no plans to build cleaner incinerators, Sanitation was 
required to develop a plan for “exporting” municipal waste to 
disposal sites outside of New York City.   
 
In anticipation of the closing of the Fresh Kills landfill, Sanitation 
began to implement an interim export system in 1997.  In this 
system, which was initiated in the Bronx and extended gradually 
to the entire City, Sanitation entered into various waste disposal 
contracts, and as of July 2003, a total of 19 such contracts were 
in effect.  These 19 contracts cover two types of waste 
acceptance facilities, transfer stations and waste-to-energy 
facilities.  In 17 of these contracts, Sanitation brings municipal 
waste to privately operated transfer facilities in New York City 
and New Jersey.  The waste is then collected by the contractors 
and transported to landfills in other states.  In the other two 
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contracts, the waste is taken directly by Sanitation to special 
power generating facilities, where it is incinerated to produce 
electricity.  One of these waste-to-energy facilities is located in 
Newark, New Jersey and the other is located in the Town of 
Hempstead on Long Island.  All 19 waste disposal contractors 
are paid a set fee per ton for accepting and disposing of the 
waste.   
 
Sanitation has developed a comprehensive long-range plan for 
the disposal of its municipal waste, and may eventually decide 
on other types of disposal options.  For example, Sanitation 
plans to transport waste by trains from specially built transfer 
stations or by sealed barges from specially built waterfront 
transfer facilities.  Sanitation has also invited other communities 
in New York State to apply to be hosts for landfills or other 
disposal facilities.  As of June 2005, this plan is still under 
review by City Council. 
 
It has been significantly more costly for New York City to export 
its municipal waste than to dispose of the waste within the City.  
For example, at the time the Fresh Kills landfill was closed in 
March 2001, the estimated cost of waste disposal at the landfill 
was $42 per ton.  In comparison, according to information 
reported by Sanitation, in the first full fiscal year after the landfill 
was closed (July 1, 2001 through June 30, 2002), the contract 
cost of exporting all the City’s municipal waste was nearly $65 
per ton, an increase of about 54 percent over the cost of 
disposal at Fresh Kills.  
 
In the 1996-97 fiscal year (the year prior to the first waste export 
shipment), Sanitation expended approximately $578.3 million in 
departmental expenditures.  In the 2002-03 fiscal year, 
Sanitation expended $983.7 million, an increase of over $405 
million, or 70 percent.  Significant contributors to this increase 
were the $249 million in waste export contract costs in 2002-03, 
as well as the costs of moving the waste to the export sites 
(Sanitation does not separate the transportation costs in its 
expenditure reporting).  More specifically, during this period, the 
expenditures for Sanitation’s Bureau of Waste Disposal 
increased from $55.7 million in 1996-97 to $288.0 million in 
2002-03, an increase of 417 percent.   
 
The total cost of the waste disposal contracts increased steadily 
as the interim export system was phased in.  Municipal waste 
was first exported in July 1997, when waste from the Bronx 
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began to be exported (phase I).  Most of Brooklyn was 
converted to waste export in October 1998 (phase II), 
Manhattan and Staten Island were converted in November 1999 
(phase III), the remainder of Brooklyn was converted in 
September 2000 (phase IV), and Queens was converted in 
February 2001 (phase V).  The increase in waste export activity 
is summarized in the following table, which is compiled from 
information provided by Sanitation:  
 

 
The waste disposal contracts that were in force in the 2002-03 
fiscal year ranged in cost from $51.91 to $79.38 per ton of 
waste accepted by the contractor.  Most of the waste disposal 
contracts awarded by Sanitation have an initial period of three 
years, with provisions for two one-year renewals, for a total 
contract period of up to five years.  At the time of our audit, the 
contract awarded in phase I for the disposal of waste from the 
Bronx had expired, and had been replaced by two new 
contracts.  As the contracts for the other boroughs expire, they 
too will be replaced by new contracts, unless alternative 
disposal options are pursued by Sanitation.   
 
Waste disposal contracts are awarded by Sanitation in a 
competitive process.  Bids are solicited for the disposal of a 
designated volume of waste from a particular geographic area 
(e.g., in phase V, bids were solicited for the disposal of 3,400 
tons of waste a day from Queens).  The bids are solicited 
through public advertisements and through announcements 
mailed directly to potential bidders.  After a pre-bid meeting is 
held to answer questions from potential bidders, sealed bids are 
obtained and evaluated.   
 
The bids are evaluated on the basis of their total cost to New 
York City.  This total cost consists of (1) the price charged by 

Table 1                        Waste Export Costs and Tonnage 
City Fiscal Years 1998-2003 

City Fiscal 
Year 

Number of Loads 
Exported 

Tons 
Exported 

Contract Cost 
(in Millions) 

Average Cost
Per Ton 

1997-98   79,983 565,470   $29.2 $51.72 
1998-99 120,658 894,943   $48.9 $54.63 
1999-00 216,375 1,800,061 $104.7 $58.15 
2000-01 324,894 2,702,431 $166.8 $61.73 
2001-02 404,040 3,352,191 $217.0 $64.74 
2002-03 429,555 3,799,296 $248.9 $65.51 
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the bidder (per ton of waste) to accept and dispose of the waste, 
and (2) the cost incurred by Sanitation (per ton of waste) in 
transporting the waste to the contractor’s transfer facility.  The 
cost incurred by Sanitation is estimated by Sanitation, which 
uses a mathematical model known as the Transportation Model 
(T-Model) to estimate the cost, add the estimated cost to the bid 
price, and determine which contractor, or combination of 
contractors, represents the lowest total cost to the City.   
 
Sanitation also reviews the bids to determine whether they are 
responsive (i.e., meet all contract requirements) and the bidders 
are responsible (i.e., financially and operationally capable of 
providing the service, and free of impairments such as a prior 
failure to fulfill contractual obligations or ties to organized crime).  
Bidders that are determined to be non-responsive or not 
responsible are removed from the evaluation process.  One or 
more contracts are then awarded to the responsive/responsible 
bid(s) resulting in the lowest total cost to New York City, so long 
as the traffic patterns resulting from the use of those bidders’ 
transfer facilities are not expected to cause excessive noise or 
pollution or otherwise be unacceptable to the community (this 
assessment is made in an environmental review performed by a 
consultant hired by Sanitation).  If the T-Model determines that a 
combination of bidders would result in the lowest total cost to 
the City, more than one contract is awarded (as was done in 
phase V, when seven contracts were awarded for the disposal 
of waste from Queens).   
 
For each ton of municipal waste that is delivered to the waste 
disposal contractors facilities, they are paid the amount 
specified in each contract.  The waste is weighed at the facilities 
when it is delivered.  The weight and other information about 
each delivery is to be transmitted hourly to Sanitation for entry 
on its automated information system.  Sanitation’s truck drivers 
are also issued receipts for the deliveries.  The contractors are 
to bill Sanitation for the deliveries twice a month, providing a 
detailed listing of each load, including the weight, truck number, 
date and time.  A copy of each receipt must be included with the 
bill.  The bills are to be reconciled to information at Sanitation, 
corrections are done, and approved bills are to be authorized for 
payment.   
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Audit Scope, Objectives and Methodology 
 

e audited the process used by Sanitation in awarding 
contracts for the disposal of solid waste.  We also audited 

Sanitation’s controls over billings from the contractors, and 
Sanitation’s use of transfer facilities in delivering waste for 
disposal.  Our audit covered the period July 1, 1997 through 
January 31, 2004.   
 
The objectives of our performance audit were to determine 
whether (1) the contracts were awarded in a manner that 
resulted in waste disposal services being provided at the lowest 
possible cost, (2) the controls established by Sanitation 
provided adequate assurance contract billings were accurate 
and were made only for services that had actually been 
provided, and (3) Sanitation used the transfer facilities shown by 
the T-Model to provide the lowest total cost to New York City.  
To accomplish our objectives, we interviewed Sanitation 
personnel, reviewed contract award documentation, reviewed 
documentation relating to the operation of the T-Model, verified 
selected billings from contractors, and reviewed waste disposal 
contracts and related records and reports maintained by 
Sanitation.   
 
We also visited (1) the waste-to-energy facility in Newark, which 
accepts waste from Manhattan and Staten Island, (2) a transfer 
facility in the Bronx, which is under contract to accept waste 
from the Bronx and from which waste is to be hauled to a landfill 
in Virginia, and (3) a transfer facility in Brooklyn, which is under 
contract to accept waste from Brooklyn and from which waste is 
to be hauled to a landfill in Pennsylvania.  At each of these three 
facilities, we observed the delivery of waste by Sanitation trucks 
and the recording of the deliveries by the contractors.  In 
addition, we tested amounts billed by two of the facilities, as we 
traced transactions on selected bills to Sanitation’s automated 
information system and copies of the delivery receipts to 
determine whether the amounts billed and paid were calculated 
correctly.   
 
We also used computerized audit tools to analyze a download 
of all 429,490 waste disposal deliveries recorded on Sanitation’s 
automated information system for the fiscal year ended June 30, 
2003.  This downloaded data indicated the transfer facilities that 

W 



 

 14 

were used by Sanitation in delivering waste for disposal, as well 
as other information about the waste deliveries.  We obtained 
the downloaded data from Sanitation’s Management Information 
Systems unit.   
 
As is our practice, at the outset of the audit we requested a 
representation letter from Sanitation management.  The 
representation letter is intended to confirm oral presentations 
made to the auditors and to reduce the likelihood of 
misunderstandings.  Agency officials normally use the 
representation letter to assert that, to the best of their 
knowledge, all relevant financial and programmatic records and 
related data have been provided to the auditors.  They affirm 
either that the agency has complied with all laws, rules and 
regulations applicable to its operations that would have a 
significant effect on the operating practices being audited, or 
that any exceptions have been disclosed to the auditors.  
However, officials at the New York City Mayor’s Office of 
Operations have informed us that, as a matter of policy, Mayoral 
agency officials do not provide representation letters in 
connection with our audits.  As a result, we lack assurance from 
Sanitation officials that all relevant information was provided to 
us during the audit.   
 
We conducted our audit in accordance with Generally Accepted 
Government Auditing Standards.  Such standards require that 
we plan and perform our audit to adequately assess those 
operations of Sanitation that are within our audit scope.  Further, 
these standards require that we understand Sanitation’s internal 
control structure and its compliance with those laws, rules and 
regulations that are relevant to the operations included in our 
audit scope.  An audit includes examining, on a test basis, 
evidence supporting transactions recorded in the accounting 
and operating records and applying such other auditing 
procedures as we consider necessary in the circumstances.  An 
audit also includes assessing the estimates, judgments and 
decisions made by management.  We believe our audit provides 
a reasonable basis for our findings, conclusions and 
recommendations.   
 
In addition to being the State Auditor, the Comptroller performs 
certain other constitutionally and statutorily mandated duties as 
the chief fiscal officer of New York State, several of which are 
performed by the Division of State Services.  These include 
operating the State’s accounting system; preparing the State’s 
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financial statements; and approving State contracts, refunds, 
and other payments.  In addition, the Comptroller appoints 
members to certain boards, commissions and public authorities, 
some of whom have minority voting rights.  These duties may 
be considered management functions for purposes of evaluating 
organizational independence under Generally Accepted 
Government Auditing Standards.  In our opinion, these 
management functions do not affect our ability to conduct 
independent audits of program performance.   
 

Response Of Sanitation Officials 
 

 draft copy of this report was provided to Sanitation officials 
for their review and comment.  Their comments were 

considered in the preparation of this final report, and are 
included as Appendix B.  In addition, the State Comptroller’s 
Notes to Sanitation’s response are included as Appendix C. 
 
Sanitation officials advised that we had not recognized the fact 
that they had successfully complied with the five-year phase-in 
period detailed in the Fresh Kills Task Force report, closing the 
landfill nine months ahead of the December 31, 2001, mandated 
closure date.  They also commented that the auditors did not 
fully understand the use of the Transportation Model in 
awarding Solid Waste Disposal Contracts.  They agreed to 
implement the recommendations aimed at improving the 
documentation of the Model runs and other records related to 
the contract award.  In addition, they will explore the feasibility 
of developing a process to monitor the costs associated with 
diverting loads.  
 
Within 90 days after final release of this report, we request that 
the Commissioner of the New York City Department of 
Sanitation report to the State Comptroller, advising what steps 
were taken to implement the recommendations contained 
herein, and where recommendations were not implemented the 
reasons therefor.   
 

A 
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CONTRACT AWARD PROCESS 

 
ew York City’s waste disposal contracts are awarded in a 
competitive process.  However, the low bid may not 

necessarily represent the least costly option, because the cost 
that is to be incurred by Sanitation in getting the waste to the 
contractor must also be taken into account, and this cost is often 
significant.  To fully take this cost into account and identify the 
contract award option that is least costly to New York City, 
Sanitation uses a complex computerized bid evaluation process.   
 
We examined this process and found that it could not be 
determined whether the process worked as intended, because 
the reasons contracts were awarded to some bidders rather 
than others were not documented, and the reasons various 
contractors were awarded various shares of the waste in an 
area were not documented.  In the absence of such 
documentation, Sanitation may not be able to fully defend its 
contract award decisions and there is an increased risk that 
New York City’s waste disposal process could be more costly 
than necessary.  We recommend that this documentation be 
maintained.   
 
We also determined that New York City’s waste disposal costs 
might be reduced if certain actions were taken to increase the 
number of qualified bids that are received from vendors.  
Because of bid disqualifications, bid withdrawals and low 
response rates by bidders, there has been relatively little 
competition for some of the waste disposal contracts that have 
been awarded.  We recommend actions that can be taken to 
increase the competitiveness of the contract award process.   
 
We also found that improvements are needed in controls over 
contract award documentation and certain aspects of the 
computerized bid evaluation process.  For example, contract 
files were not maintained in an orderly and logical manner, and 
formal authorization was not always required to perform 
computerized bid evaluations.   
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Determination Of Lowest Total Cost  
 

he solid waste disposal contracts for a particular area are 
awarded on the basis of their total cost to New York City.  

This cost has two components: (1) the price charged by the 
contractor(s), on a per ton basis, to dispose of the waste, and 
(2) the cost incurred by Sanitation, on a per ton basis, in getting 
the waste to the contractor(s).   
 
The first component is easy to determine, as the bids received 
by Sanitation indicate how much would be charged by each 
bidder, on a per ton basis, to dispose of the waste.  The second 
component, however, is not easy to determine, because various 
estimates and calculations have to be made to determine the 
salary, overtime, fuel, toll and other costs that would be incurred 
in transporting the many loads of waste from their various 
collection points to each bidder’s transfer facility.  Since each 
bidder has a different facility in a different location, a different 
set of calculations must be made for each bidder.   
 
These calculations are complicated by certain restrictions that 
are imposed on Sanitation’s trucks by the New York City 
Council.  For example, waste originating in one borough cannot 
be taken to a transfer facility in another borough.  Rather, the 
waste must be taken to a transfer facility in that borough or a 
transfer facility outside New York City.  Also, waste from 
boroughs other than Manhattan cannot pass into Manhattan via 
any tunnel or bridge south of 65th Street, and traffic traveling 
from one borough through other boroughs must use only certain 
authorized routes.  As a result of these restrictions, trucks 
carrying waste to New Jersey from Brooklyn, Queens and the 
Bronx must either use the George Washington Bridge or pass 
through Staten Island.   
 
The contract award process is also complicated by the need to 
take into account the various capacities of the different transfer 
facilities and disposal facilities used by the different bidders.  
The capacity of each facility is established by its operating 
permit, which sets a limit on the amount of waste (e.g., 2,500 
tons) that may be accepted daily.  If no single bidder has 
enough capacity to accept the entire volume of waste generated 
in the area under bid, the waste in the area must be handled by 
more than one bidder and more than one contract must be 
awarded.  Even if one or more of the bidders do have enough 
capacity for all of the waste, a lower total cost (i.e., contract cost 
plus the cost of getting the waste to the contractor) may result if 
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the waste in the area is handled by more than one bidder in 
more than one contract.   
 
Thus, if Sanitation is to obtain the lowest possible total cost for 
waste disposal services in each area bid, it must calculate and 
compare the various total costs that result from each possible 
combination of bidders with enough capacity to accept all the 
waste generated in the area.  Moreover, when calculating the 
total cost of these bid combinations, Sanitation must determine 
how the total volume of waste in the area can best (i.e., at the 
lowest total cost) be allocated among the different bidders in 
each combination.   
 
To address the various complications inherent in the award of 
solid waste disposal contracts, Sanitation uses a computerized 
mathematical model (the T-Model) to calculate the cost that 
would be incurred by Sanitation in getting the waste to the 
various bidders in the various bid combinations that are possible 
for each area bid, and to determine how the total volume of 
waste in an area can best be allocated among the different 
bidders in each combination.  The T-Model also accounts for the 
price to be charged by each bidder in disposing of the waste, 
and thus for each possible scenario that is considered (i.e., 
each possible combination of bidders and allocation of waste 
among the bidders), the T-Model identifies the contract award 
option that provides the lowest total cost to New York City.   
 
Sanitation uses the T-Model to generate several scenarios 
before making a contract award recommendation, based on 
different assumptions.  Sanitation officials then review the 
results, along with environmental factors and “Public Policy 
Issues.”  At the end of the process, the option that is selected 
should be forwarded for approval to the Agency Chief 
Contracting Officer as the recommended option for contract 
award.   
 
To determine whether the T-Model works as intended, and 
identifies the contract award option that provides the lowest total 
cost to New York City, we examined the process used by the T-
Model in evaluating the bids received in each phase of 
Sanitation’s conversion to a waste export system (phases I 
through V), and when the original contract from phase I expired 
and had to be replaced (phase Ia).  A total of at least 36 bids 
were considered and 20 contracts were awarded in these six 
instances, as follows:  
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*   In some instances, some of the bids initially received by Sanitation were either 
 disqualified by Sanitation or withdrawn by the bidder before the bid evaluation process 
 was completed.  These disqualified and withdrawn bids are not included in this table.  
 Information about these bids is provided in the section of this report entitled 
 Competitiveness of Contract Award Process.   
 
** Four of these bids were from one vendor facility and were awarded as one contract. 

 
It should be noted that, even when contracts are awarded to all 
the bids under consideration (as was the case in phases II, III, V 
and phase Ia), the T-Model still must make determinations that 
affect the total cost of the contracts that are awarded.  For 
example, the T-Model must determine each bidder’s share of 
the total volume of waste in the area, and must determine which 
bidder is to receive the waste from each collection district in the 
area (Sanitation divides New York City into a total of 59 
geographic collection districts and certain other special 
collection districts).  If these determinations are not optimally 
made, the contracts that are awarded will not result in the lowest 
total cost to New York City.   
 
The T-Model is operated and maintained by Sanitation’s 
Operations Management Division (OMD), which is responsible 
for programming the T-Model, obtaining the data that is used in 
each scenario, producing and distributing reports summarizing 
the results of the bid evaluations, and maintaining records and 
other documentation relating to the evaluation process.  We 
interviewed OMD staff, reviewed the documentation maintained 
by OMD, and reviewed reports summarizing the results of bid 
evaluations.   
 
We found that, on the basis of the documentation maintained by 
OMD, we could not determine whether the T-Model works as 
intended and identifies the contract award option that provides 
the lowest total cost to New York City.  We could not make this 
determination because, for all six solicitation phases that we 

Table 2                  Bids Considered and Contracts Awarded 

Phase  
Area 

 
Bids * 

Contracts 
Awarded  

I Bronx   5  1 
II Two-Thirds of Brooklyn   2   2 
III Manhattan and Staten Island      7**  4 
IV Remainder of Brooklyn 13  4 
V Queens   7  7 
Ia Bronx   2  2 

 Total 36 20 



 

 21 

reviewed, the reasons for the various decisions made by OMD 
and the T-Model in designing and evaluating bid scenarios were 
not adequately documented.   
 
For example, Sanitation uses the T-Model to evaluate several 
different scenarios for each set of bids before recommending a 
particular contract award option.  While documentation was 
maintained for the final scenario evaluated in each of the six 
solicitation phases, earlier scenarios were not documented.  
Moreover, detailed explanations were not maintained describing 
the overall evaluation process used in each phase.  As a result, 
it was not possible to determine which particular contract award 
options were considered in the earlier scenarios, or why certain 
options were eliminated from consideration.  It was not even 
possible to determine how many different scenarios had been 
evaluated in each phase, since the number of scenarios in each 
phase was not documented.  In addition, since some bids were 
not included in the final scenario, there was no documentation 
indicating that all responsive/responsible bids had, in fact, been 
considered by the T-Model.   
 
We note that prior scenarios may be maintained electronically 
by the T-Model, even if they have not been documented by 
OMD, and may be able to be reconstructed and reprinted by 
OMD.  However, OMD staff told us that it is not possible to fully 
reconstruct the entire series of scenarios run from the date bids 
were opened until the final scenario used in making a contract 
award recommendation.  We requested the initial scenarios for 
each of the six solicitation phases so that we could determine 
whether all responsive/responsible bids were considered.  
However, OMD was able to reconstruct the initial scenario for 
only one of the six solicitation phases (phase Ia).  We further 
note that, in the absence of detailed explanations describing the 
overall evaluation process, reconstructed scenarios by 
themselves are not very informative.  For example, OMD staff 
could not completely explain the logical progression from the 
earliest scenarios in each phase to the scenarios used in 
making contract award recommendations.   
 
The T-Model’s consideration of bidders’ waste disposal capacity 
is another area where documentation needs to be improved.  
The bids submitted by the vendors indicate the amount of waste 
they are capable of receiving from Sanitation on a daily basis 
(their capacity).  We compared these initial bid capacities to the 
capacities assigned to the bidders in the T-Model in the final 
scenarios that were used in making contract award 
recommendations in each of the six solicitation phases.  We 
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found that, in a number of instances, the capacity assigned for 
the T-Model was less than the capacity indicated on the bid, and 
no explanation was provided for the reduction.   
 
For example, in the final scenario used for making the contract 
award recommendation in phase III (Manhattan and Staten 
Island), the capacity of one the vendors awarded a contract was 
listed as 1,700 tons a day, while the bid submitted by the vendor 
indicated a capacity that was 500 tons higher (2,200 tons a 
day).  It is possible that the 500 tons in capacity was, in effect, 
awarded to another vendor whose participation in the disposal 
process reduced the total cost of the process to New York City, 
but if so, this should have been documented.  In the absence of 
such documentation, Sanitation may not be able to fully defend 
its contract award decisions.   
 
Similarly, in phase Ia (Bronx), the apparent low bidder had 
enough capacity to handle all the waste from the Bronx.  While 
this bidder was awarded a disposal contract, its assigned 
capacity was reduced in the T-Model, and a second contract 
was awarded to a bidder charging a much higher price per ton 
for disposal.  The reason for the second contract was not 
documented.  All six of the scenarios evaluated in this phase 
were available for our review, and we determined that the 
capacity assigned to one of the two bidders differed in different 
scenarios, without explanation.  As a result, the available 
documentation did not fully explain how the bids in this phase 
were evaluated by Sanitation, or provide any assurance that the 
end result represented the lowest total cost to New York City.   
 
The final scenario run by the T-Model in Sanitation’s evaluation 
of a set of bids results in a contract award recommendation.  
This recommendation is included in a brief report that is 
produced by the T-Model.  This report is submitted to the Export 
and Recycling Contract Management Unit (in the Bureau of 
Waste Disposal) and Sanitation’s agency wide Contract Unit for 
review and approval.  If either of these units indicates that 
changes are needed in the contract award recommendation 
(such as changes in traffic patterns to satisfy concerns identified 
in the environmental review), the suggested changes are 
evaluated by the T-Model in a new final scenario.  Once the 
approval of the two units has been obtained, the contract award 
recommendation is submitted to the Agency Chief Contracting 
Officer for approval.   
 
We examined the final scenario produced by the T-Model.  For 
three of the six bid solicitation phases, we reviewed the 
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recommendation letter.  We found that none of the three letters 
described the bid evaluation process in any detail.  Rather, each 
letter simply presented a recommended contract award option 
and indicated that this option represented the lowest total cost 
available to New York City from the bids that were submitted.   
 
In the absence of the initial T-Model scenario containing all the 
responsive/responsible bids, the Contract Unit has no 
assurance all responsive/responsible bids were considered by 
the T-Model.  In addition, in the absence of explanations 
describing why vendors were assigned lower waste disposal 
capacities in the model than they bid, the Contract Unit has no 
assurance such changes are in the best interest of New York 
City.   
 
We therefore recommend that the T-Model’s final report be 
accompanied by additional information summarizing how the T-
Model got from the original bid tabulation to the contract award 
option being recommended.  The following information, in 
particular, should be included in this expanded final report:  
 

• a description of the various scenarios that were 
evaluated by the T-Model, including the rationale(s) for 
each scenario and the results of each scenario, 

 
• the initial scenario containing all the responsive/    

responsible bids, 
 

• any special considerations that had to be taken into 
account during the evaluation process (such as 
difficulties complying with New York City’s restrictions on 
Sanitation’s trucks),  

 
• the reasons why certain bids were eliminated from 

consideration, and  
 

• the reasons why the capacities assigned to some 
vendors during the evaluation process differed from the 
capacities indicated on their bids.   

 
We also recommend that OMD maintain detailed 
contemporaneous records documenting the reasons for the 
decisions that are made in designing the various bid scenarios, 
and maintain copies of the reports summarizing the results of 
each scenario.  This detailed information would provide the 
basis for the T-Model’s expanded final report, and would provide 
assurance that the contract award option recommended by the 
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T-Model does in fact represent the lowest possible total cost to 
New York City.   
 
OMD personnel noted that they were able to provide all 13 
scenarios run by the T-Model for the most recent contract award 
(phase IIa for Brooklyn), and were able to explain the rationale 
for each scenario.  Phase IIa was awarded in 2003, and was not 
included in our sample.  The scenarios were provided to us to 
demonstrate what a complete set of scenarios contain.  For 
example, they stated that one scenario allocated the waste 
collected in the special non-geographic collection districts, and 
another scenario adjusted for the impact of changes in recycling 
regulations that could change the amount of waste collected.  
We note that these are the types of explanations that should be 
documented, retained and included in the T-Model’s expanded 
final report.  Such explanations help provide assurance the bid 
evaluation process was thorough and appropriate.   
 
OMD officials also stated that OMD did not have to maintain 
copies of documentation showing that bids were disqualified by 
Sanitation or withdrawn by the bidder, because such 
documentation was maintained by the Contract Unit.  We agree 
that such documentation should be maintained by the Contract 
Unit.  However, we also believe copies of this documentation 
should be maintained by OMD along with other documentation 
that accounts for changes in the information included on the 
initial bid tabulation, such as changes in the waste disposal 
capacities of the vendors.   
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Competitiveness Of Contract Award Process 
 

aste disposal contracts are awarded in a formal 
competitive procurement process.  Such a process is 

more competitive when several different bids can be considered 
for contract award, and less competitive when only a few bids 
can be considered.  To evaluate the competitiveness of 
Sanitation’s contract award process, we analyzed the number of 
bids obtained and evaluated by Sanitation in each of the six bid 
solicitation phases addressed by our audit.   
 
We found that a significant percentage (53 percent) of the bids 
submitted to Sanitation were not considered for contract award 
because they were either disqualified by Sanitation or withdrawn 
by the bidder before the bid evaluation process was completed, 
as follows:  
 

 
In addition, in one of the six contracting phases (phase Ia), only 
three bids were even submitted for consideration.  As a result, 
the number of bids that could be considered for contract award 
was sometimes small.  For example, in phase II and phase Ia, 
only two responsive/responsible bids could be considered for 
contract award, and in phase II, both bids were from the same 
vendor (using different transfer facilities).   
 
We also determined that, even when several different bids could 
be considered for contract award, a number of these bids had 
been submitted by the same vendor.  For example, the 16 bids 
considered for contract award in phase IV were submitted by a 
total of only five vendors, and two of these vendors accounted 
for 12 of the bids (seven bids belonged to one vendor, and five 

W 

Table 3          Bids Submitted, Disqualified or Withdrawn, and Considered 

Phase Area 
Number of 

Bids 
Submitted 

Disqualified 
or 

Withdrawn 

Number of  
Bids 

Considered 
I Bronx   8    3 5 
II Two-Thirds of Brooklyn 17 15 2 
III Manhattan and Staten Island 13   6 7 
IV Remainder of Brooklyn 16   3         13 
V Queens 20 13 7 
Ia Bronx   3   1 2 

 Total 77 41         36 
 Percentage   100%     53% 47% 
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bids belonged to the other).  We further determined that some 
vendors were awarded more than one waste disposal contract.  
Consequently, the 19 waste disposal contracts in force in July 
2003 were held by only seven vendors, and seven of the 
contracts were held by one large, national firm.   
 
We therefore conclude that actions need to be taken to enhance 
the competitiveness of Sanitation’s contract award process.  
Specifically, Sanitation needs to reduce the number of bid 
withdrawals and disqualifications, and increase the number of 
vendors submitting bids.   
 
We believe the number of bid withdrawals could be reduced if 
the length of the procurement cycle (as measured from the bid 
opening to the commencement of the contracted services) were 
reduced.  As is shown in the following table, in the six 
contracting phases addressed by our audit, an average of 270 
days elapsed between the day the bids were opened and the 
day the contracts awarded to the successful bidders became 
effective:  

 
Table 4  Time Between Bid Opening and Commencement of Work 
Phase Area Days 

I Bronx 155 
II Two-Thirds of Brooklyn 287 
III Manhattan and Staten Island 223 
IV Remainder of Brooklyn 209 
V Queens 356 
Ia Bronx 390 

 Average 270 
 
This lengthy wait can cause vendors to withdraw their bids for 
several reasons.  For example, if they take on other waste 
disposal business while waiting for the results of Sanitation’s bid 
evaluation process, they may no longer have enough capacity in 
their transfer or disposal facilities to accept waste from 
Sanitation.  It is also possible that the price quoted in the bid will 
no longer be economical several months later.  When bids are 
withdrawn, the analyses performed by the T-Model may have to 
be redone, which can lead to further delays in the procurement 
cycle.   
 
Bids are disqualified when they are non-responsive or the 
vendor is determined by Sanitation to be not responsible.  
Sanitation disqualified bids for a number different reasons.  For 
example, one vendor’s transfer facility was unable to process 
the required number of trucks per hour, another vendor’s 
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transfer facility was not open 24 hours a day, seven days week, 
and other vendors either did not have an existing agreement 
with a transfer facility or did not have a current operating permit 
for a transfer facility.   
 
To reduce the number of such disqualifications, Sanitation may 
need to develop an information program for potential vendors, 
so they become more familiar with Sanitation’s requirements.  
Interested vendors then could update their permits, revise their 
operating hours, re-design their facilities to permit a better flow 
of traffic, or take other steps to eliminate obstacles to their 
participation in Sanitation contracts.   
 
In response to our preliminary audit findings, Sanitation officials 
stated that an information program for potential vendors was not 
necessary, because such vendors can attend the pre-bid 
conference or mail questions to Sanitation if they want to learn 
more about contract requirements.  They further stated that the 
number of bidders is limited because there are so few transfer 
facilities available with current operating permits and sufficient 
capacity to accept New York City’s municipal waste.   
 
In an effort to increase the procurement knowledge of 
prospective contractors, we note that other government 
agencies have held vendor education sessions outside of the 
bid process.  In addition, we acknowledge that a limited number 
of facilities are large enough to accept New York City’s 
municipal waste, and the waste disposal industry itself is 
dominated by a few large companies.  However, we believe 
these restrictions on competition make it all the more important 
for Sanitation to maximize the competitive opportunities that are 
available in the waste disposal industry.  If such opportunities 
are not maximized, the cost of New York City’s waste disposal 
contracts may increase at rates that cannot readily be 
accommodated by the City’s budget.   
 
For example, at the time of our audit field work, the original 
disposal contracts for the Bronx (phase I) and Brooklyn (phases 
II and IV) had expired and re-bid (phases Ia and IIa).  We 
compared the prices bid on the original contracts for each 
borough to the prices bid on the new contracts for each 
borough.  We took into account the Consumer Price Index for 
New York to factor out any increases that were due solely to 
inflation.  A total of four vendors submitted bids for both an 
original contract and a new contract, and in one of these four 
instances, the price bid for the new contract was about the 
same as the price bid for the original contract (after adjusting for 
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inflation).  However, in the other three instances, the price bid 
for the new contract exceeded the price bid for the original 
contract by more than 10 percent (after adjusting for inflation), 
as follows:  
 

• The bid submitted for phase Ia by the original phase I 
contractor was 14 percent higher than the original bid.   

 
• Each of the two bids submitted for phase IIa by the 

original phase II contractor (the same vendor held both of 
the original contracts) was 11 percent higher than the 
original bid.   

 
• A bid submitted for phase IIa by an original phase IV 

contractor was 12 percent higher than the original bid.   
 
To prevent such large price increases in the cost of New York 
City’s waste disposal contracts, we recommend that Sanitation 
seek to maximize the competitive opportunities that are 
available in the contract award process.   
 

Controls Over The Cost Determination Process 
 

anitation relies heavily on the T-Model in its evaluation of 
bids for waste disposal contracts.  If the T-Model were 

unable to function as intended, Sanitation’s bid evaluation 
efforts would be significantly impaired.  It is therefore critical that 
complete, up-to-date written procedures be maintained for the 
operation of the T-Model.   
 
We found that detailed written procedures are maintained for 
the operation of the T-Model.  However, these procedures have 
not been updated since 1997.  We recommend that a process 
be developed for keeping the procedures up-to-date.  While 
current OMD staff are thoroughly knowledgeable in the 
operation of the T-Model, if key staff were to leave, their 
replacements would need up-to-date operating procedures to 
ensure that the T-Model continued to function properly.   
 
Access to the T-Model should be restricted to authorized users, 
and the T-Model itself should be used for authorized purposes 
only.  However, we found that controls over access to the T-
Model and controls over the use of the T-Model need to be 
improved, as follows: 
 

S 
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• Individuals seeking to use the T-Model to evaluate 
contract bids are to complete an Export-Refuse 
Transportation Model Scenario Request Form.  We 
reviewed several completed forms and found that they 
did not provide adequate control over access to the T-
Model, because the signatures of the individuals making 
and approving the request were not included on most of 
the forms we reviewed, and the reasons given for the 
requests usually were not clearly related to specific bid 
evaluations.   

 
• The T-Model is often used for purposes other than 

evaluating bids on waste disposal contracts, and no 
authorization form is required for these uses.  For 
example the T-Model is used to make determinations for 
budgetary purposes, assess certain contingencies (e.g., 
to assess the effects on disposal activities if the amount 
of waste were increased by 5 percent because of 
proposed changes in regulations), re-allocate waste or 
recyclables among contractors in response to changes in 
existing conditions, evaluate bids on recycling contracts, 
and for other miscellaneous reasons.   

 
• The T-Model is sometimes run by OMD to test 

programming changes or other aspects of the model’s 
operations.  However, authorization is not required for 
such activities.   

 
We recommend that authorization be required, and 
documented, for all runs of the T-Model.  To provide additional 
assurance the T-Model is used for authorized purposes only, we 
recommend that OMD maintain a log of the runs associated with 
each procurement cycle.   
 
The total cost of New York City’s waste disposal process 
includes the costs incurred by Sanitation in getting the waste to 
the contractors.  These costs, which are calculated by the T-
Model, include employee salary, toll, fuel, truck purchase, and 
truck maintenance costs.  In addition, before these costs can be 
calculated, information such as the type of truck used on each 
trip, the size of the crew on each trip, and mileage between the 
various collection points and transfer facilities is provided by 
other Sanitation units.  OMD staff enters the information into the 
T-Model.   
 
To determine whether the cost information obtained from other 
Sanitation units was accurately entered into the T-Model, we 
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compared selected cost information in the T-Model (relating to 
salaries, fuel costs and turnpike tolls) to their sources in other 
Sanitation units.  At the time that we made our comparison, the 
T-Model had last been used to evaluate the bids that were 
received for phase IIa (Brooklyn), so we verified the cost 
information that had been used for that particular bid evaluation.   
 
We found that the cost information was entered accurately into 
the T-Model from the source documentation.  However, we also 
found that the process for obtaining and updating this 
information was not documented, as written procedures 
describing the process have not been developed.  We 
recommend that such procedures be developed.   
 

Controls Over Contract Documentation 
 

he contracting practices of New York City agencies are 
governed by rules promulgated by the New York City 

Procurement Policy Board (PPB).  According to Section 1-04 (a) 
of the PPB rules, addressing the contents of agency contract 
files, “copies of City contracts and other standard information 
regarding City contracts… are [to be] reasonably available for 
public inspection as provided by law….  Each Agency shall 
maintain files that contain all documentation pertaining to the 
solicitation, award and management of each of its contracts...”  
Other PPB rules specify the various types of documentation that 
should be maintained in the contract files.   
 
To determine whether Sanitation’s files for its waste disposal 
contracts were maintained in accordance with PPB 
requirements, we reviewed the files for ten selected contracts.  
We selected the contracts from the contracts that were awarded 
in each of the five original phases of Sanitation’s conversion to a 
waste export system (phases I through V), and from the new 
contracts that were awarded when the original contract from 
phase I expired, as follows: 
 
 
 
 
 
 
 
 
 
 

T 
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Table 5                     Contracts Selected for Audit 

Phase Area 
Number of 
Contracts 

Awarded by 
Sanitation 

Number of 
Contracts 

Selected for 
Audit 

I Bronx    1  1 
II Two-Thirds of Brooklyn    2  1 
III Manhattan and Staten Island    4  2 
IV Remainder of Brooklyn    4  2 
V Queens    7  3 
Ia Bronx   2  1 

 Total 20 10 
 
We found that the files for these ten contracts were not well 
organized.  In particular, the documentation in the files was not 
arranged in either a chronological order or a logical order that 
adequately and clearly described the entire solicitation and 
contract award process from start to finish.  In addition, in some 
instances, some documentation required by PPB rules was not 
in the files at all.   
 
For example, when sealed bids are opened, they are listed on a 
document called the tabulation of bids.  According to PPB rules, 
any changes to the initial tabulation of bids (such as the 
withdrawal or modification of these bids, or the addition of new 
bids) should be explained in the contract file.  Such 
documentation is needed to ensure that an open competitive 
process is maintained.  For each of the ten contracts in our 
sample, we compared the initial tabulation of bids to the bid 
evaluations performed by the T-model.  We determined, in six of 
the contracts, the bids evaluated by the T-model did not fully 
agree with the bids listed on the initial tabulation of bids, and 
documentation explaining the changes was not included in the 
contract files.  Sanitation officials subsequently located the 
missing documentation for the contracts in other files.   
 
We also found that a vendor not listed on the initial tabulation of 
bids for a phase III contract (Manhattan and Staten Island) was 
included in the evaluation of bids for the contract.  Sanitation 
officials stated that the vendor was erroneously included in the 
bid evaluation process, as no bid was received from this vendor 
for that or any other contract.  The officials could not explain 
how this error had been made.  Responding to our draft report, 
Sanitation officials provide an explanation for the additional 
name on bidders’ list.  However, this only serves to illustrate that 
it is important to document the authorization and rationale for 
each run of the Transportation Model when it occurs. 
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In most instances, Sanitation officials were able to locate the 
missing contract documentation in other files.  However, if 
improvements are not made in Sanitation’s filing practices, there 
is an increased risk that required documentation will be lost.  
More importantly, controls are weakened when required 
documentation is not maintained in an orderly manner and is not 
readily available for review, especially when the documentation 
relates to a process as complex as competitive procurement.  
Competitive procurement practices are intended to provide the 
purchasing agency with the lowest price available, but if 
documentation of these practices is not maintained in an orderly 
manner, any instances of noncompliance with competitive 
procurement requirements are less likely to be detected.   
 
Sanitation officials stated that they maintain all contract 
documentation required by PPB rules.  They stated that they do 
not maintain all the documentation for each contract in a single 
file because of space considerations and an effort to promote 
efficiency by filing certain documentation near the staff who use 
the documentation.   
 
We are confident that Sanitation officials can improve their filing 
practices without sacrificing their efficiency.  In fact, if the 
documentation in the main contract files were arranged in a 
chronological or logical order, less time would be needed to find 
the various documents in the file.  If certain staff need to have 
certain contract documents in close proximity, copies of those 
documents can be made for those staff.  If copies cannot readily 
be made, the alternative locations of the documents can be 
recorded in the main contract file on the contract document 
checklist (this checklist specifies all the documents that need to 
be maintained to meet PPB requirements).  Currently, 
Sanitation maintains this checklist separately from the main 
contract file.  An “interim” checklist is sometimes included in the 
main contract file (such a checklist was present in five of the ten 
contract files we reviewed), but it is not used to identify 
alternative locations when documents are not included in the 
main contract file.  If the checklist were used in this manner, 
Sanitation’s control over contract documentation would be 
improved.   
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Recommendations 
 
1.  Maintain detailed contemporaneous records 

documenting the reasons for the decisions that are 
made in designing the various bid scenarios run by the 
T-Model in its evaluation of contract bids, and maintain 
copies of the reports summarizing the results of each 
scenario. 
 

 (Sanitation officials replied to our draft report that they 
have substantially complied with the recommendation 
because the export process could be “reconstructed” 
from the electronically preserved scenarios.  They 
indicated that the auditors’ position is that every 
scenario run must be a hard copy.  They further stated 
that we rejected the T-Model scenario request form as 
a record supporting a run because it did not show a 
requestor’s signature.) 

 
 Auditor’s Comments:  We do not reject the concept of 

reconstructing records from electronically preserved 
scenarios.  However, given conditions we encountered 
at Sanitation, we do not believe this would be as useful 
as contemporaneously maintained evidentiary matter, 
and future changes to the system may impact the ability 
to reconstruct older model runs.  For example, OMD 
officials advised us that they could not generate runs for 
Phases I and II because these runs were done using 
“LINDO” software and not the “FoxPro” and “MP 
Express” software in use in January 2004.  Further, 
authorization of a transaction is critical (e.g. who 
authorized a run, and why), and must be documented. 

 
2. Enhance the final report accompanying the T-Model’s 

contract award recommendation by including additional 
information summarizing how the T-Model got from the 
original bid tabulation to the contract award option 
being recommended.  The following information, in 
particular, should be included in the enhanced final 
report: 
 

 ● a description of the various scenarios that were 
 evaluated by the T-Model, including the 
 rationale(s) for each scenario and the results of 
 each scenario, 
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Recommendations (Cont’d) 

 
 ● the initial scenario containing all the 

 responsive/responsible bids, 
  
 ● any special considerations that had to be taken 

 into account during the evaluation process,   
 

● the reasons why certain bids were eliminated from 
 consideration, and  

 
● the reasons why the capacities assigned to some 
 vendors during the evaluation process differed 
 from the capacities indicated on their bids. 

 
 (Sanitation officials replied to our draft report that the 

recommended procedures are already in place.  They 
indicated that all steps that led to how they arrive at the 
contract award option are documented.) 

 
 Auditor’s Comments:  The response that the 

recommended procedures are already in place is 
oriented towards documenting the final result of a 
process, not towards documenting the facts and 
decisions which led to it, which are important as 
evidence that the process works properly.  It is 
essential that documentation can be provided to 
support the process from the initial determination of the 
need of a contract through receipt of bids, through the 
final conclusion. 

 
3. Analyze the contract award process to identify actions 

that can be taken to reduce the amount of time that 
elapses between the opening of the bids and the 
commencement of the contracted services. 

 
 (Replying to our draft report, Sanitation officials 

indicated that the recommendation oversimplifies a 
complex review process that takes a long time because 
there are several steps that they have to comply with.  
One of the more time consuming steps is the 
environment reviews.) 
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Recommendations (Cont’d) 
  
 Auditor’s Comments:  Table 4 in the report shows that 

the number of days between bid and commencement of 
work is increasing.  While we recognize that the issues 
involved in evaluating each contractor’s bid are 
complex, as are the environmental and policy issues, 
the length of time that it takes Sanitation to commit to a 
vendor may cause vendors to withdraw bids, perhaps 
even close the facility in the interim or contract with 
another entity to accept their solid waste thereby 
decreasing the capacity on the bid.  Sanitation needs to 
work to shorten this period as best it can.  It is not 
reasonable to ask vendors to commit facilities and 
capacity over a year in advance. 

 
4. Analyze the reasons for vendor disqualifications and 

develop a strategy for reducing such disqualifications.  
As part of this strategy, conduct informational sessions 
for potential vendors outside of the formal bid process. 

 
 (Sanitation officials replied to our draft report that the 

recommended procedures are already in place.  They 
indicated that the vendors are provided sufficient 
information at the pre-bid conference and they have 
conducted multiple outreach efforts through Requests 
for Expressions of Interest, Requests for Proposal and 
Competitive Sealed Bids, all of which were advertised 
in the media that include the New York City Record, 
Waste Age, direct mailings and World Wide Web at 
nyc.gov.) 

 
5. Develop a process for keeping the T-Model’s written 

operating procedures up-to-date.   
 
 (Responding to our draft report, Sanitation officials 

stated that their T-Model operating procedures are up-
to-date and copies were provided to the auditors.) 

 
 Auditor’s Comments:  Early documentation from 1997 

and 1998 was comprehensive including such items as 
explanations of algorithms and variables.  Later 
documentation is not so thorough and is oriented 
towards changes to screens.  However, the model 
continues to mature and the reports it produces have 
changed in appearance between “LINDO” and “MP 
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Recommendations (Cont’d) 
 
 Express.” Sanitation needs to update the 

documentation on an ongoing basis.  The responses to 
recommendations 6, 7 and 8 make reference to new 
features added to the “new T-model” which are 
examples of items that need to be updated in the 
documentation. 

 
6. Require that all runs of the T-Model be authorized by 

appropriate OMD officials, and maintain documentation 
of this authorization.   

 
7. Maintain a log of the T-Model runs associated with each 

waste disposal contract procurement cycle.   
 
8. Develop written procedures for obtaining and updating 

the cost data used by the T-Model.    
 
9. Improve the filing practices for contract documentation, 

as follows: 
 
 ●    Keep a copy of the contract document checklist in 

 each contract file, and make the checklist the first 
 document in the file.   

  
 ● Indicate on the checklist the location of any 

 documents that are not kept in the main contract 
 file. 

 
 ● At the time of the contract award, or a reasonable 

 time afterwards, ensure that all documents 
 mandated to be on file are on file, and secure the 
 documents in the main contract folder in a 
 chronological or logical order.   

 
 ● Conduct random periodic reviews or internal 

 audits of active contract folders to verify 
 compliance with all  contracting and recordkeeping 
 requirements. 

 
(Sanitation officials replied that they have taken or plan 
to take action to implement recommendations number 6 
through number 9.) 
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CONTRACT BILLING PROCESS 

 
aste disposal contractors are to be paid a certain amount 
for each ton of waste delivered to their facilities.  The 

contractors are paid on the basis of invoices that are submitted 
to Sanitation twice a month.  We examined the controls 
established by Sanitation over the billing process.  We found 
these controls provide reasonable assurance contract billings 
are accurate, and that Sanitation is billed only for services 
provided.   
 
However, we identified an instance in which payment was 
approved for an invoice that was known by Sanitation officials to 
be inaccurate.  In this instance, Sanitation’s controls were 
deliberately circumvented by management, and as a result, the 
vendor was overpaid a total of $21,714.  The invoice related to 
waste deliveries that were made at a transfer facility in the 
Bronx and billed as part of the invoice for a different facility in 
Brooklyn.  While alternative arrangements of this kind 
sometimes must be made, payments for such waste deliveries 
should be processed in a manner which reflects how they 
actually occurred.  We recommend that the overpayment be 
recovered and such transactions be handled appropriately in the 
future.   
 

Controls Over Billing Process 
 

aste disposal contractors are to be paid a certain amount 
(specified in each contract) for each ton of municipal 

waste that is delivered to their facilities.  The waste is weighed 
at the facilities when it is delivered.  Each load is assigned a 
sequential load number, and information about each load (such 
as its weight and time of delivery) is recorded by the contractors 
on their automated information systems.  This information is to 
be transmitted hourly to Sanitation, where it is entered into the 
automated Sanitation Control and Analysis Network (SCAN).   
 
When the deliveries are completed, Sanitation’s truck drivers 
are issued receipts.  These receipts are brought back to 
Sanitation offices for verification against the information 
transmitted to the SCAN system.  The contractors are to bill 

W 
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Sanitation twice a month.  The bills are reconciled to information 
on the SCAN system, any necessary corrections are made, and 
approved bills are authorized for payment.   
 
To determine whether Sanitation’s controls over the billing 
process worked as intended, we performed various tests.  First, 
we tested the amounts billed by two contractors: a contractor 
receiving waste from Brooklyn and a contractor receiving waste 
from the Bronx.  We selected these two contractors because we 
visited their transfer facilities during our audit survey.  These 
visits were made to observe the operations and controls at 
transfer facilities.  To follow through Sanitation’s process, we 
verified the amounts billed for the loads delivered on the day of 
our visit to these two contractors.  We traced the deliveries to 
Sanitation’s SCAN computer system and load receipts to 
determine whether the amounts billed and paid were calculated 
correctly, and we found that the amounts were correct.   
 
We also verified the accuracy and validity of the bills submitted 
to Sanitation for certain randomly selected waste disposal 
deliveries recorded on the SCAN system.  For each selected 
waste delivery, we compared the information on the SCAN 
system to the information contained on the related load receipts 
and contractor invoices.  We checked to see if the transaction 
information on the SCAN system (i.e., the weight of the load, the 
date and time of delivery, the number of the truck making the 
delivery, and the facility receiving the delivery) agreed with the 
information on the load receipts and contractor invoices, and if 
the price per ton charged by the contractor agreed with the price 
stated in the contract.  While we identified a few minor 
processing errors, we found no instances of overbilling.   
 
We selected for review two separate statistical samples of load 
transactions from the SCAN system.  In the first sample, we 
randomly selected 98 of the 429,490 load transactions that were 
recorded on the SCAN system for the year ended June 30, 
2003.  We found that, for 96 of these 98 transactions, the 
information on the SCAN system agreed with the information on 
the load receipt and contractor invoice, and the price charged by 
the contractor agreed with the price stated in the contract.   
 
For one of the remaining two transactions, the invoice could not 
be produced by Sanitation, but the information on the SCAN 
system about the transaction (valued at $931.66) agreed with 
the information on the load receipt.  For the other transaction 
(valued at $568), the information on the SCAN system agreed 
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with the information on the load receipt, but the transaction itself 
was not included on the contractor’s invoice covering the half-
month period during which the load was delivered.  As a result, 
Sanitation was underbilled for this half-month period by $568.   
 
In the second sample, we focused on certain kinds of load 
transactions.  In most load transactions, the weight of the load is 
recorded on an automated scale and transmitted electronically 
to the SCAN system.  Such transactions accounted for 99.7 
percent of the load transactions recorded on the SCAN system 
for the year ended June 30, 2003.  However, if the computer at 
the transfer facility is not functioning properly when a load is 
delivered, the transaction information is to be recorded manually 
by transfer facility personnel and entered into the computer 
later.  In addition, if the scale is not functioning when the load is 
delivered, the weight is to be estimated by transfer facility 
personnel in accordance with a table that is updated monthly by 
Sanitation.   
 
In 1,253 of the 429,490 load transactions recorded on the SCAN 
system for the year ended June 30, 2003, the computer or scale 
at the transfer facility was not functioning.  We randomly 
selected 57 of these 1,253 transactions for our second sample.  
We found that, for all 57 transactions, the information on the 
SCAN system agreed with the information on the load receipt 
and contractor invoice, and the price charged by the contractor 
agreed with the price stated in the contract.  However, we 
identified the following minor errors:  
 

• In three transactions, the estimated weight was 
incorrect because it was based on an outdated table 
of estimated weights.  In all three transactions, the 
differences in weight were in Sanitation’s favor.  As a 
result, Sanitation was undercharged for each 
transaction.   

 
• A total of 28 transactions were coded incorrectly.  The 

code assigned to the transactions indicated that the 
scale at the transfer facility was not functioning when 
the loads were delivered.  However, the scale was 
functioning because an actual weight (rather than an 
estimated weight) had been recorded on the receipt 
for the loads.  We were told that, in such instances 
the wrong code is entered by the transfer facility staff 
because the computer at the facility will not accept the 
correct code.   
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 We recommend that the vendor’s computer 
 programming be examined, and if necessary 
 corrected, to properly process these types of 
 transactions.   
 

Inappropriate Billing Transaction  
 

ccording to the information on the SCAN system, in the year 
ended June 30, 2003, a total of 429,490 loads were 

delivered to waste disposal contractors.  To determine whether 
this total was accurate, we compared it to the total number of 
loads recorded for the year by the Export and Recycling 
Contract Management Unit (this total was recorded in internal 
reports relating to export activity).  We found that the totals were 
not the same, as according to the Export and Recycling 
Contract Management Unit, an additional 65 loads (for a total of 
429,555) were delivered to contractors during that period.  We 
determined that 16 of these additional loads were not recorded 
on the SCAN system because of minor downloading errors.  We 
also determined that these errors were subsequently corrected 
by Sanitation, and the loads were properly accounted for on the 
SCAN system.   
 
However, we determined that the remaining 49 additional loads 
were included on an invoice that was inaccurate.  We further 
determined that the inaccurate invoice was processed and 
approved in an inappropriate manner by Sanitation, and as a 
result, the vendor was overpaid a total of $21,714.  We made 
this determination by tracing the 49 loads to the invoice, and 
discussing the invoice with Sanitation officials.   
 
We also found that the 49 loads were included on an invoice 
that also contained another 217 loads (which were recorded on 
the SCAN system), and that all but one of these 266 loads were 
overpaid (one load receipt denied by Sanitation).  These loads 
came from the Bronx and they were overpaid because, 
according to the Bronx disposal contract with the vendor that 
submitted the invoice, the loads that were delivered to this 
vendor were to be paid at a rate of $51.91 per ton.  However, 
these loads (totaling 2,342.36 tons after adjustment) were billed, 
and paid, at the rate of $61.18 per ton, an overbilling and 
overpayment of $9.27 per ton.   
 
We determined that the 266 loads were billed at the wrong rate 
because the loads were delivered to the vendor before the 
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vendor’s Bronx disposal contract became effective (July 7, 
2002).  At the time the deliveries were made (between July 1 
and July 6, 2002), the vendor had a Brooklyn disposal contract, 
so the vendor included the 266 loads on an invoice from the 
Brooklyn transfer facility. Since the disposal rate for the 
Brooklyn contract was $61.18 per ton, the vendor charged this 
rate rather than the rate that would apply to the Bronx contract 
($51.91 per ton).  The 49 loads were never recorded on the 
SCAN system because the automated information system at the 
transfer facility was still being tested when the loads were 
delivered.   
 
Sanitation officials told us that the 266 loads were delivered to 
the vendor’s Bronx facility before the Bronx contract became 
effective because the Bronx facility that was supposed to take 
the waste between July 1 and July 6 was closed several times 
during that period due to operating difficulties.  The officials told 
us that they tried to find other City-based vendors who could 
accept the waste, but were unable to find any other vendors due 
to capacity issues.  To avoid costly trips to New Jersey, they 
arranged for the waste to be taken to the Bronx facility before 
the new contract became effective.  The officials further noted 
that the operating problems with the prior contractor’s facility 
were sudden and occurred during off hours, making it even 
more difficult to make alternative arrangements.  They also 
stated that they did not try to disguise the transactions.   
 
We recognize that alternative disposal arrangements must be 
made when contractors’ transfer facilities are not available due 
to operating problems, and the arrangements made by 
Sanitation in the circumstances described were not necessarily 
inappropriate.  However, the manner in which the loads were 
billed and paid was inappropriate.  Sanitation did not revise the 
new contract to move the effective date forward to July 1, as it 
could have done, and did not seek authorization from New York 
City officials for an emergency contract covering July 1 through 
July 6, as it could have done.  Instead, Sanitation officials and 
the vendor agreed to treat the 266 loads as though they had 
been delivered to the vendor’s Brooklyn facility.  The invoice for 
the 266 loads was submitted on the letterhead of this Brooklyn 
facility, and Sanitation’s internal memo authorizing payment 
indicated that the waste was delivered to the Brooklyn facility.   
 
We further note that the payment of the invoice was authorized 
by a number of Sanitation staff, even though the documentation 
at Sanitation (the load receipts brought back by Sanitation’s 
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truck drivers and the load information transmitted to the SCAN 
system from the transfer facility) indicated that the invoice could 
not have been correct.  Sanitation staff are supposed to 
compare this documentation to the information on the invoice 
before payment can be authorized.  We therefore conclude that 
the invoice could not have been paid unless Sanitation’s 
controls were deliberately circumvented by management.   
 
We also note that Sanitation’s efforts to make alternative 
disposal arrangements with other City-based vendors, and the 
inability of these vendors to accept the waste because of 
capacity problems, were not documented.  We recommend that 
Sanitation recover the $21,714 overpayment, and handle future 
alternative disposal arrangements in an appropriate manner, 
fully and accurately documenting all aspects of the 
arrangements.   
 
 

Recommendations 
 
10. Determine whether corrections are needed in the 

computer programming at transfer facilities to prevent 
errors in transaction coding.  

 
 (Sanitation officials replied that they have taken or plan 

to take action to implement this recommendation.) 
 
11. Recover the $21,714 overpayment from the vendor.   
 
 (Sanitation officials disagree that they overpaid the 

vendor.  They added that the vendor provided services 
in an emergency by accepting the solid waste and it 
was a cost-efficient manner of handling the waste.) 

 
 Auditor’s Comments:  We disagree with the agency’s 

position on this issue, and believe it had a number of 
appropriate options available to it at the time, including 
emergency contracts, emergency change orders to 
existing contracts, small procurements process, etc.  
The agency also could have availed itself of advice 
from the Office of Contracts, City Comptroller, or other 
responsible oversight agencies.  Further, the agency 
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Recommendations (Cont’d) 
 
 should have documented the decision making process 

including under whose authority the decisions were 
made. Sanitation officials did not provide 
contemporaneous evidence that other alternatives were 
considered, that oversight agency advice was sought or 
that responsible officials authorized the actions taken in 
response to problems encountered.  In addition, 
Sanitation officials paid the contractor for solid waste 
disposed at a facility, with no contract in effect.   

 
12. Process payments for alternative disposal 

arrangements in an appropriate manner, fully and 
accurately documenting all aspects of the 
arrangements.  Use appropriately authorized 
emergency contracting procedures if necessary.   

 
 (Sanitation officials replied to our draft report that the 

recommended procedure is already in place and that all 
payments to vendors are made in an appropriate 
manner.) 

 
 Auditor’s Comments:  Sanitation officials indicate that 

they have a procedure for handling alternative disposal 
arrangements.  We urge Sanitation officials to ensure 
such procedures are adequate and are fully complied 
with given the findings pertaining to recommendation 
number 11. 
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USE OF TRANSFER FACILITIES  

 
ach phase of waste disposal contract awards covers a 
different area of New York City.  Generally, the waste in 

each area is allocated to be delivered to a specific transfer 
facility which has been designated by the T-Model objectively 
based on an assessment of lowest total cost to the city.  If an 
area’s designated facility is not available when its waste is being 
collected, the waste is to be taken to one of the other transfer 
facilities under contract.  Since the other facilities may charge a 
higher price per ton for disposal services or be farther away 
than the designated facility, additional costs can be incurred 
when waste is sent to alternative transfer facilities.   
 
According to Sanitation officials, in most instances, additional 
costs are not incurred when waste is sent to alternative transfer 
facilities, and in some instances, the alternative facilities are 
less costly than the designated facilities.  However, we found 
that the costliness of these deliveries is not known, because 
their costs are not tracked by Sanitation.  We further determined 
that Sanitation officials did not know how often alternative 
facilities were used, because the frequency of such deliveries is 
not monitored by Sanitation.   
 
We analyzed the waste delivery information recorded on the 
SCAN system and determined that, during the year ended June 
30, 2003, 22.3 percent of the deliveries made by Sanitation 
were made to alternative transfer facilities.  We further analyzed 
about one-third of these deliveries to alternative facilities, and 
determined that the alternative facilities charged Sanitation a net 
total of $1.25 million more than the designated facilities would 
have charged for waste disposal services.  We did not 
determine whether additional transportation costs were also 
incurred.   
 
In light of both the high frequency and potential costliness of 
deliveries to alternative facilities, we recommend that Sanitation 
implement a system for monitoring these deliveries.  We also 
recommend that Sanitation use the T-Model to develop a 
systematic plan for making such deliveries in the least costly 
manner possible.   
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We also noted that, according to information on the SCAN 
system, 30,389 loads took more than 30 minutes to dump at 
transfer stations (arrival to departure), of which 142 took over 3 
hours.  We recommend that action be taken to reduce such 
delays.   
 

Deliveries To Alternative Transfer Facilities  
 

aste disposal contracts are awarded on the basis of their 
total cost to New York City, which includes the cost 

incurred by Sanitation in transporting the waste to the 
contractors’ transfer facilities.  To determine which contractor, or 
combination of contractors, would result in the lowest total 
waste disposal cost for the area under consideration, Sanitation 
uses the T-Model to calculate the transportation costs 
associated with each prospective transfer facility.  The T-Model 
then combines these transportation costs with the price per ton 
charged by each prospective contractor, and identifies which of 
the possible contract award options would result in the lowest 
total cost to New York City.   
 
If these facilities are not used, the costs projected by the T-
Model are no longer applicable.  Actual costs may significantly 
exceed projected costs.  In addition, if the use of alternative 
transfer facilities had been accurately taken into account by the 
T-Model, a different contract award option may have been 
recommended.   
 
Information about each waste delivery is recorded on the SCAN 
system.  Included in this information is the identity of the transfer 
facility that actually received the delivery.  To determine whether 
New York City’s use of transfer facilities was consistent with the 
projections made by the T-Model in its calculations of waste 
disposal costs, we analyzed the waste delivery information 
recorded on the SCAN system for the year ended June 30, 
2003.  A total of 429,490 deliveries were recorded on the 
system for that year, and 387,516 of these deliveries (about 90 
percent) were made by Sanitation vehicles (the remainder were 
made by vehicles from other City departments, which are 
responsible for collecting their own waste).   
 
We determined that, in 86,412 of these 387,516 deliveries (22.3 
percent), the waste was not taken to the transfer facility 
projected by the T-Model.  The waste was taken instead to one 
of the other transfer facilities under contract.  In such instances, 

W 



 

 47 

Sanitation may be charged a comparable, a lower, or a higher 
price per ton for waste disposal services.  In addition, while the 
substitute transfer facility may be located as near or nearer than 
the designated facility, it also may be located farther away.  For 
example, trucks scheduled to deliver waste to facilities in 
Queens may be sent to New Jersey instead, when the 
designated facilities are not available.   
 
While such alternative disposal arrangements (termed 
“diversions” by Sanitation) are sometimes unavoidable for a 
number of reasons (e.g., the intended facility reached its daily 
capacity limit or is experiencing operating problems), the high 
rate of diversion in Sanitation’s deliveries (more than 20 percent 
in the year we analyzed) indicates that New York City’s waste 
disposal services are not always being provided in a manner 
consistent with the low-cost projections used in awarding the 
contracts.   
 
To determine why such a high percentage of deliveries were 
diverted, we randomly selected 50 of the 86,412 deliveries that 
were diverted in the year ended June 30, 2003.  We then asked 
Sanitation officials for documentation that would explain why the 
deliveries were diverted.  We found that no records are 
maintained for the express purpose of documenting why 
deliveries are diverted, and explanations for diversions are not 
maintained on the SCAN system.  The officials provided us with 
copies of daily logs, used to record telephone calls from transfer 
facilities, and radio communications between supervisors and 
trucks out on collection.  We reviewed the logs to determine 
when transfer facilities called Sanitation to report they were 
temporarily closing, and when supervisors called trucks to tell 
the crew to take their waste to a different transfer facility.  The 
officials also provided us with Sanitation’s daily tonnage reports 
for the year, because these reports indicate when designated 
transfer facilities reach the daily tonnage limits stipulated in their 
contracts with Sanitation and thus are not required to accept 
any additional waste from Sanitation until the next day.   
 
On the basis of the documentation that was available, we made 
the following determinations about the 50 diverted deliveries in 
our sample:  
 

• 24 deliveries were diverted because their designated 
transfer facilities had reached their daily tonnage limits as 
stipulated in their contracts,  
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• 3 deliveries were diverted because their designated 
transfer facilities had temporarily closed due to volume 
(i.e., waste was being delivered to a facility’s temporary 
holding area faster than it could be removed),  

 
• 2 deliveries were diverted because the transfer facility 

had reached the capacity allowed by its operating permit 
(neither facility had reached the daily tonnage limit 
stipulated in its contract with Sanitation),  

 
• 1 delivery was diverted because it was made on a 

holiday, when the designated transfer facility was closed 
(as was permitted by the contract),  

 
• 7 deliveries were diverted for reasons that cannot be fully 

determined from the available documentation; the daily 
logs only indicated that no deliveries were being 
accepted by the designated transfer facilities at the time 
when these seven deliveries were in transit, and  

 
• 13 deliveries were diverted for reasons that cannot be 

determined at all from the available documentation.   
 
We note that Sanitation’s waste disposal contractors are 
generally required by the contracts to keep their transfer 
facilities open 24 hours a day, seven days a week, unless they 
reach the daily tonnage limit specified in the contract.  
According to the contracts, if Sanitation is forced to divert 
deliveries for any reason other than the daily tonnage limit 
specified in the contract, Sanitation is allowed to recover any 
additional costs that are incurred in making these deliveries.  
Our sample indicates that it may not be uncommon for 
deliveries to be diverted for reasons other than the daily 
tonnage limit specified in the contract.  Sanitation officials told 
us that they sometimes seek to recover additional costs in these 
circumstances, but do not do so in all such circumstances.   
 
About half of the deliveries in our sample (24) were diverted 
because the designated transfer facilities had reached their 
daily tonnage limits.  While such diversions are allowed by the 
contracts, they may be costly, especially when Sanitation’s 
trucks have to travel long distances to use alternative transfer 
facilities.  Despite this potential costliness, Sanitation does not 
systematically track the cost of such diversions to determine 
whether they need to be taken into account in the design of bid 
evaluation scenarios for the T-Model.  If it can be predicted with 
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some reliability that a certain percentage of the deliveries in an 
area will have to use an alternative transfer facility, the 
estimated cost of these deliveries can be taken into account in 
evaluating the costliness of the different bids.   
 
For 20 of the 50 diversions in our sample, the reason for the 
diversion could not be determined because it was either 
inadequately documented or not documented at all.  We 
recommend that the reason be documented when a delivery is 
diverted.  This explanation could be included in the SCAN 
database, or in a special database dedicated to the tracking of 
diverted deliveries.  We further recommend that Sanitation 
monitor diverted deliveries on a contract by contract basis, 
evaluate the effectiveness of the various contractors in keeping 
their transfer facilities open, and take corrective action when 
facilities are repeatedly unavailable to accept deliveries.   
 
For example, if a certain transfer facility is repeatedly 
unavailable due to volume, Sanitation should analyze the 
facility’s throughput rate (the number of vehicles processed per 
hour) to determine whether the facility is meeting its contract 
requirements (each contractor is required to maintain a certain 
rate of throughput, such as 10 vehicles per hour or 25 vehicles 
per hour).  To determine when such analyses should be 
performed, Sanitation should develop performance measures to 
apply to each contract.  The measures would indicate the rate of 
diversion considered acceptable by Sanitation (e.g., three 
closures a month due to volume), and if a contractor did not 
meet this standard, Sanitation could follow up to determine why 
and whether corrective action was needed.   
 
Diverted deliveries need to be monitored because they can 
result in significant additional costs for Sanitation.  For example, 
when trucks scheduled to deliver waste to facilities in Queens 
are sent to New Jersey instead, the trucks may have to travel an 
additional 60 miles round trip.  On the basis of Sanitation’s 2001 
transportation costs, such a trip could cost an additional $228.   
 
Sanitation may also be charged a higher price per ton for 
disposal services when a delivery is diverted from its designated 
transfer facility.  To estimate the possible impact of such higher 
prices, we analyzed this price differential for the deliveries that 
were diverted from six designated transfer facilities during the 
year ended June 30, 2003.  Using the information on the 
department’s SCAN system, we selected a judgmental sample 
of six of the 15 facilities for which sufficient information was 



 

 50 

available.  To be conservative, we used the rates in effect on 
the first day of the fiscal year (or contract period), as rates 
increased on most contracts during the year.  We selected the 
first five facilities on an alphabetic list, with the sixth selected 
due to the nature of other transactions we noted during our 
audit. 

 
Table 6             Costs Related to Loads Diverted at Selected Facilities 

Designated Facility Location 
Number of Loads 

Diverted from 
Designated Facility 

Added 
(Reduced) 

Disposal Cost * 
Totowa New Jersey   1,286 $     87,600 
Paterson New Jersey   3,125      205,508 
Eastern New Jersey   4,382      188,703 
Harlem River Bronx 12,712   1,365,000 
50th Street  Brooklyn   5,911    (460,236) 
Newark Waste-to-Energy New Jersey   3,802    (136,691) 

Total  31,218 $1,249,884 
 
*  Not including Sanitation’s transportation costs.   
 
As is shown in the preceding table, the price differential for 
these six facilities in this one-year period was about $1.25 
million.  To minimize such additional costs, Sanitation needs to 
develop a system for tracking and monitoring diverted deliveries 
and the costs resulting from such deliveries.   
 
In response to our preliminary findings, Sanitation officials 
stated that, generally, deliveries are diverted (1) “by plan” to less 
expensive facilities, (2) “by plan” to facilities costing about the 
same, and (3) when the designated facility has reached its daily 
tonnage limit and trucks need to be emptied so that they can 
provide collection service.  Sanitation officials also state that 
total costs may be reduced when deliveries are diverted.   
 
We acknowledge that, in some cases, costs may be lower when 
deliveries are diverted.  Our analysis of deliveries diverted from 
the six facilities indicates that Sanitation was generally charged 
a lower price when deliveries were diverted from two of the 
facilities.  However, the analysis also shows that, when all six 
facilities are taken into account, Sanitation was charged a 
higher net price (higher by $1.25 million) when deliveries were 
diverted.  In the absence of such analysis and cost tracking, 
Sanitation officials do not know whether improvements are 
needed in their process for selecting alternative transfer 
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facilities.  Similarly, in the absence of documentation indicating 
why deliveries are diverted, Sanitation officials do not know 
whether deliveries are in fact diverted for the reasons they give.  
We therefore recommend that the reasons for diversions be 
documented, and the cost of the diversions be monitored to 
identify opportunities for cost savings.  We further recommend 
that the T-Model be used to develop a systematic plan for 
making diversions in the least costly manner possible.   
 

Delays At Transfer Facilities 
 

hen a truck carrying waste arrives at a transfer facility, it is 
weighed.  It is then allowed to dump its load on the 

facility’s tipping floor, and is weighed again at the exit.  The 
difference in the truck’s weight is assigned to the load of waste, 
and the truck driver is issued a receipt for the delivery.   
 
As was previously noted, each contractor is required to maintain 
a certain rate of throughput at its transfer facility.  In some 
contracts, the required rate is 10 vehicles per hour, while in 
other contracts the required rate is 25 vehicles per hour.  Thus, 
waste deliveries should generally take between two and six 
minutes from beginning to end.   
 
However, when we analyzed the delivery information recorded 
on the SCAN system for the year ended June 30, 2003, we 
found that, for 30,389 of the 429,490 deliveries (7 percent) 
recorded, the truck making the delivery was at the transfer 
facility for more than 30 minutes.  We made this determination 
on the basis of the entry and exit times that were recorded for 
each delivery.  In fact, some trucks were recorded as being at 
the transfer facilities for more than three hours, as follows: 
 

• 25,109 trucks were recorded as being at the facilities for 
between 31 and 60 minutes,  

 

• 5,138 trucks were recorded as being at the facilities for 
between 61 minutes and three hours, and  

 

• 142 trucks were recorded as being at the facilities for more 
than three hours.   

 
While these long recorded intervals may not necessarily indicate 
that the transfer facilities were failing to meet their required rate 
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of throughput, such intervals are a good indicator that waste 
processing may have been delayed at the time of delivery.  As 
was previously noted, such processing delays can cause 
deliveries to be diverted to alternative transfer facilities, and 
such diversions can lead to increased costs for New York City.   
 
We therefore recommend that the SCAN system be 
programmed to flag delivery transactions in which the truck is 
recorded as being at the transfer facility for an excessive 
amount of time.  If such transactions were flagged as soon as 
they were downloaded onto the SCAN system, a field 
supervisor could be dispatched to the transfer facility to 
determine whether waste processing was in fact delayed, and if 
so, whether processing could be expedited.   
 

Recommendations 
 
13. Develop a system for tracking and monitoring diverted 

deliveries and the costs resulting from such deliveries.   
As part of this system: 

  
 ● Document the reason for each delivery that is 

 diverted  from its designated transfer facility, 
 and maintain this  documentation on the SCAN 
 database or a database  dedicated to the 
 tracking of diverted deliveries.   

 
 ● Estimate the cost of diverted deliveries on an 

 ongoing basis.   
  
 ● Monitor diverted deliveries on a contract by 

 contract basis, evaluate the effectiveness of the 
 various contractors in keeping their transfer 
 facilities open, and take corrective action 
 (including recovering the additional costs of 
 diverted deliveries) when facilities are 
 repeatedly unavailable to accept deliveries.   
 
● Develop performance measures to guide the 
 evaluation of contractor effectiveness and to help 
 determine when corrective action should be taken.   
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Recommendations (Cont’d) 
 
 (In response to our draft report, Sanitation officials 

indicated they are looking into the feasibility of the 
recommendation.  They indicated that the system (with 
all of the recommended features) will be evaluated by 
their Information Technology Office.  As for evaluating 
contractors’ keeping transfer facilities open, they note 
all facilities are monitored on a regular basis.) 

 
 Auditor’s Comments:  Sanitation’s approach may take a 

long time to implement and requires a considerable 
amount of resources.  In the interim, Sanitation needs a 
mechanism for tracking and monitoring diverted 
deliveries and the related costs.  We urge Sanitation 
officials to use data elements used by the T-Model to 
develop a cost accounting model which could closely 
estimate the increased costs based on point of origin of 
the trucks and the most recent cost factors. 

 
14. Consider using the T-Model to identify least-cost 

alternatives for diverted deliveries, and consider 
incorporating the likelihood of such diversions into the 
T-Model’s evaluations of contract award options.   

 
 (Responding to our draft report, Sanitation officials 

advised that the recommendation is not operationally 
feasible.  They provide various reasons to support their 
position which are on page 71 of this report.) 

 
 Auditor’s Comments:  We are not suggesting that T-

Model runs be made in each instance where a diversion 
must be made to a backup facility.  Rather, as our 
report discusses, the T-Model should be considered for 
use in monitoring diversions to help identify 
opportunities for cost savings and to help develop a 
systematic plan for making diversions in the least costly 
manner. 
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Recommendations (Cont’d) 
 
15. Program the SCAN system to flag waste delivery 

transactions, as soon as they are downloaded, if the 
truck making the delivery is recorded as being at the 
transfer facility for an excessive amount of time, and 
dispatch a field supervisor to the facility to determine 
whether corrective action is needed. 

 
(Sanitation officials indicate that they will seriously 
consider the recommendation in the design plans for 
the new SCAN system.) 

 
 



 

 55 

 

MAJOR CONTRIBUTORS TO THIS REPORT 

 
Carmen Maldonado 

Robert Mehrhoff 
Marianne Boyer 
Brenda Maynard 
Nadiuska Piedra 

Claude Volcy 
Maple Dong 

Dana Newhouse 

APPENDIX A



 

 

 



 

 57 

* See State Comptroller's Notes, p. 73   

 
 
 

* 
Note 

1 

* 
Note 

2 

APPENDIX B



                                                                       

 58 

* See State Comptroller's Notes, p. 73 

 
 
 

* 
Note 

1 

* 
Note 

2 

* 
Note 

3 



 

 59 

* See State Comptroller's Notes, p. 73 

 
 
 

* 
Note 

4 

* 
Note 

5 



                                                                       

 60 



 

 61 

* See State Comptroller's Notes, p. 73  

 
 
 

* 
Note 

3 

* 
Note 

2 



                                                                       

 62 

* See State Comptroller's Notes, pp.73 - 74 

 
 
 

* 
Note 

6 



 

 63 

* See State Comptroller's Notes, p. 74 

 
 
 

* 
Note 

7 

* 
Note 

8 

* 
Note 

9 



                                                                       

 64 

 
 
 



 

 65 



                                                                       

 66 



 

 67 



                                                                       

 68 



 

 69 



                                                                       

 70 



 

 71 



                                                                       

 72 

 
 



State Comptroller’s Notes 

 73 

APPENDIX C

  1. We revised the audit report. 
 
2. Certain matters in the draft audit report have been revised or clarified.  During the course 

of our audit work we provided Sanitation with preliminary findings that contained, in 
detail, all the steps in the process.  Not all of this detail is repeated here in the final report.  
However, the background section of this report provides an overview of the process used 
to award these contracts.  The fact remains that regardless of the number of steps in the 
process, Sanitation did not fully document their process in a manner that would clearly 
show how the contracts were awarded. 

 
For example, Sanitation staff clearly stated that they could not discern which 
Transportation Model runs pertained to Phase IV and which pertained to Phase V. 

 
3. The background section of this report cites the need for environmental review during the 

contract review process. 
 
4. We remain concerned that the length of time between bid opening and commencement of 

work was increasing over time.  As shown in Table 4 of our report, Phase I took 155 days 
to award, while Phase Ia took 390 days.  In addition, the contract states that a vendor can 
withdraw a bid as early as 45 days after bid opening if the contract is not awarded by that 
time.  Therefore, if Sanitation officials cannot meet this timeframe, due to the various 
steps in the process, perhaps they need to work with the appropriate City officials to 
revise this “window.” 

 
5. Despite Sanitation’s position that this $21,714 is not considered an overpayment by the 

agency, we maintain our position that it is.  This transaction was not handled within the 
bounds of any existing contract, as the rate paid did not apply to the Bronx facility where 
the waste was handled.  Further, the location at which the waste was actually unloaded in 
the Bronx was not mentioned in the Brooklyn contract on whose invoice the waste 
disposal was billed.  Sanitation officials intentionally overrode controls, and adjusted 
records to support this payment.  Sanitation officials did not provide any 
contemporaneous records (i.e., from the time of the occurrence) to explain the problems 
that were encountered, or options considered.  Sanitation officials provided a memo 
prepared in 2004 recapping the events. 

 
6. We were first apprised in December 2003, that there is a list of all scenarios run and that 

they could be recalled.  However, when we asked to review scenarios for the contracts we 
sampled, we were advised that this could not be done.  We met with the staff responsible 
for running the T-Model, and were advised that they could not discern which 
transportation model runs pertained to Phases IV and V.  We were provided the winning 
bid run for each phase.  The initial run was only provided for the last phase (i.e., Ia). 
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We disagree that there is no value to maintaining a record of all of the scenarios run to 
arrive at the winning bid.  Such records are essential to show that a deliberative process 
was used to arrive at the best bid in the interest of the City.   
 
We are pleased to note that Sanitation officials responded that they have already begun to 
do a better job of documenting T-Model runs. 
 

7. We were also told that the Agency Chief Contracting Officer should have the complete 
contract files and, as a result we reviewed the ACCO’s files for documentation to support 
OMD’s use of the T-Model for each of the sampled contracts including the change in the 
bid capacity.  However, the files did not contain any information as to why the capacity 
was changed.  The absence of a record to show why the bidders’ capacity is reflected at 
less than the bid amount raises questions about the process. 

 
8. We understand the complexities of the export contract process, and the need to run the T-

Model several times in response to changing circumstances.  Our point is that OMD must 
be able to explain why each T-Model run is made whether it is because the disposal 
capacity of a bidder is changed or it is because there is change in any economic or 
geographic constraint used in the T-Model.  The response indicates that copies of the 
records will now be kept in OMD. 

 
9. We understand that two bids is considered competitive under City regulations.  We do 

not conclude that these bids were not competitive.  As discussed in our report, we 
continue to believe that Sanitation can improve the extent of competition. 




