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Re:  Report 2007-F-40 
 
Dear Mr. Doherty: 
 

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution and Article III of the General Municipal Law, we have followed up on the actions taken 
by officials of the New York City Department of Sanitation (Sanitation) to implement the 
recommendations contained in our audit report, Waste Disposal Contracts (Report 2003-N-9). 
 
Background, Scope and Objective 
 

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.  For the year ended June 30, 2007, Sanitation reported it was picking up approximately 
11,560 tons daily.    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.   
 

As a result of the landfill and incinerator closings, Sanitation was required to develop a plan 
for “exporting” municipal waste to disposal sites outside of New York City.  Sanitation began to 
implement an interim export system in 1997.  At the time of our initial 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 bill 
sanitation a certain amount per ton for each delivery.  Waste is then either incinerated or loaded into 
trucks or rail cars and taken to landfills.  During the year ended June 30, 2007, Sanitation’s 
payments to the contractors for the 29 contracts then in effect totaled about $280 million for the 
403,548 truck loads carrying almost 3.5 million tons of waste delivered by Sanitation.  
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Our initial audit report, which was issued on November 17, 2005, examined whether 
contracts were awarded in a manner that resulted in waste disposal services being provided at the 
lowest possible cost, whether controls provide adequate assurance that contract billings are accurate 
and are made only for services that were actually provided, and whether Sanitation used the transfer 
facilities shown by its estimates to result in the lowest total cost to New York City.  Our report 
identified a number of internal control weaknesses.  In particular, it could not be determined whether 
contracts were 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 contract award 
process are not adequately documented.  The report also identified that, in many instances, 
Sanitation did not use the transfer facilities shown by its estimates to result in the lowest total cost 
and as a result, additional waste disposal costs may have been incurred.  In addition, the report 
identified that Sanitation’s controls provide adequate assurance contract billings are valid and 
accurate.  The objective of our follow-up, which was conducted in accordance with generally 
accepted government auditing standards, was to assess the extent of implementation as of November 
30, 2007, of the15 recommendations included in our initial report. 

 
Summary Conclusions and Status of Audit Recommendations 
 

We found that Sanitation officials have made some progress in correcting some of the 
problems we identified.  However, additional improvements are needed.  Of the 15 prior audit 
recommendations, 5 recommendations have been implemented, 3 recommendations have been 
partially implemented, and 7 recommendations have not been implemented.  
 
Follow-up Observations 
 

Recommendation 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.  
 
Status - Partially Implemented 
 
Agency Action - Sanitation has modified its procedures to require an email to confirm a request for 

the T-Model to be run.  However, based on review of two of these email confirmations, 
while they do document that a run was requested, the request does not explain what led to 
the decision to make the particular run.  For example, Sanitation officials ran eight different 
scenarios related to the same refuse contract using various fee differences between the 
vendors.  However, the email confirmation states only that it is to run various what-if 
scenarios without specifying the parameters to be used for each what-if scenario or what led 
to the decision to choose these parameters.  Sanitation officials maintain electronic versions 
of each scenario that is run using the T-Model that can be printed as necessary to show the 
report summarizing the results of each scenario.  In addition, a copy is maintained in the 
hardcopy file for each scenario. 
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Recommendation 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, 

 
●  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. 
 

Status - Not Implemented 
 
Agency Action - Sanitation officials said that they have not had to prepare an enhanced final report 

to accompany a contract award because no low-bid contract awards have been made since 
our initial audit.  Sanitation officials expect that at least two more low-bid contracts will be 
awarded before all long-term contracts will be in place and they will prepare an enhanced 
final report to satisfy our recommendation.   

 
Recommendation 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.  
 
Status - Not Implemented 
 
Agency Action - Sanitation officials stated, as they did for the initial audit, that they disagree with 

the recommendation and therefore would not implement it. They have not done an analysis 
of the contract process to determine whether actions could be taken to reduce processing 
times.  They state that they are in line with other agencies and many steps must take a certain 
amount of days in accordance with the law.  For fiscal year 2007, other City agencies took 
an average of 125 days while Sanitation took 151 days.  (Sanitation did not award any new 
low-bid solid waste contracts in 2007.)  Sanitation officials state that numerous reviews have 
to be done of reasonableness of bids including prevailing wage and integrity review.   In our 
review of the bid that was opened on March 31, 2005, the last waste disposal contract bid 
that has been performed, it took 311 days from bid opening until the contract start date. 
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Recommendation 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.  
 
Status - Not Implemented 
 
Agency Action - Sanitation officials stated, as they did for the initial audit, that they disagree with 

the recommendation and therefore would not implement it. They state that they already 
analyzed the reasons for vendor disqualifications.  Sanitation has not developed a strategy 
for reducing such disqualifications. Vendors are disqualified because they are determined 
either non-responsive to the bid requirements or determined non-responsible.  In addition, 
prior to the due date of a bid submittal, a pre-bid conference is held where a summary of the 
highlights and important information contained in the solicitation is presented.  At that time, 
all attendees are given an opportunity to ask questions and, after the pre-bid conference, 
vendors can submit questions by mail and each vendor is provided with the response to 
questions received.  These opportunities for questions all pertain to a particular bid. 
Sanitation has not conducted any informational sessions outside of the process.  They also 
say that there are a limited number of facilities in the area that are permitted by the State to 
accept municipal waste and these facilities are aware of Sanitation's procurement 
requirements.     

 
Recommendation 5 

 
Develop a process for keeping the T-Model’s written operating procedures up-to-date. 
 
Status - Implemented 
 
Agency Action - Sanitation maintains these procedures in the Help Screen of the T-Model and 

updates to the procedures are documented.   Sanitation officials note that there have been no 
substantive changes in procedures to operate the model and edits from previous versions 
were only for clarification. 

 
Recommendation 6 

 
Require that all runs of the T-Model be authorized by appropriate OMD officials, and maintain 
documentation of this authorization.  
 
Status - Implemented 
 
Agency Action - In the event of a run of the T-Model, an email is sent to the Deputy Commissioner 

for Administration and Finance or another senior official, describing the model to be run and 
reason for it.  This email is maintained as documentation for the approval.  This procedure is 
documented in the T-Model operating procedures, which are in the T-Model's Help Screen 
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Recommendation 7 
 
Maintain a log of the T-Model runs associated with each waste disposal contract procurement cycle. 
 
Status - Implemented 
 
Agency Action - Sanitation began maintaining a log of T-Model runs on January 18, 2006.  

According to the log, between January 18, 2006, through October 11, 2007, 28 runs were 
performed.  Of these, 20 runs were for recycling planning and 8 were related to negotiations 
for the Bronx long-term waste management contract. 

 
Recommendation 8 

 
Develop written procedures for obtaining and updating the cost data used by the T-Model. 
 
Status - Implemented 
 
Agency Action - The T-Model written procedures, consisting of the Help Screens, include 

procedures for obtaining and updating the cost data, including where to get the data and the 
formulas to be used.    

 
Recommendation 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. 
 

Status - Implemented 
 
Agency Action - Sanitation began a new filing system and requires a checklist be maintained in the 

front of the contract file and in chronological order.  Internal audit reviewed this process in 
June 2005, and found it working except for a few items not in chronological order.  
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We randomly selected five contracts for review.  We found that all files had the checklist and 
all documents were located in central contract file.  The files are maintained in chronological 
date order. 

 
Recommendation 10 

 
Determine whether corrections are needed in the computer programming at transfer facilities to 
prevent errors in transaction coding. 
 
Status - Partially Implemented  
 
Agency Action - For 16 of the 20 contractors, Sanitation has tested the software used by the 

contractors and their software does allow them to enter in the correct transaction code when 
the load transaction has to be manually entered into the computer and electronically 
transmitted to the SCAN system.  For 3 of the 20 contractors, Sanitation tested the software 
used by the vendors' scales and found that these scales still need corrections in computer 
programming to prevent errors in transaction coding.  Sanitation officials state that they will 
provide instruction to these vendors to correct the programming.  However, Sanitation has 
not tested the computer programming for 1 of the 20 contractors.  They stated that they 
believed the contractor was not currently used or would not be used in the immediate future.  
However, according to Sanitation reports, this vendor did receive loads of waste during the 
2007 fiscal year and the contract with this vendor ended in November 2007. 

 
Recommendation 11 

 
Recover the $21,714 overpayment from the vendor. 
 
Status - Not Implemented 
 
Agency Action - Sanitation officials continue to disagree with this recommendation and do not plan 

to recover the money.  They do not agree that an overpayment was made.  Rather, based on 
their calculations, it would have cost $87,682 in transportation costs to send the 266 loads to 
a New Jersey facility rather than to a Bronx facility as they did.  However, their calculation 
does not include the tipping charge at the facility; so we do not know the total cost difference 
for the facilities. 
 

Recommendation 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. 
 
Status - Partially Implemented 
 
Agency Action - Sanitation states that a process was already in place that required the Bureau of 

Waste Disposal to provide approval to divert loads to another facility.  In an emergency, they 
will also send waste to other facilities.  In the current long-term contracts, there are 
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provisions that allow waste to be dumped in other boroughs in emergencies.  Letters are sent 
to the vendor and distributed internally to document the reason and authorization for the 
diversion. This letter also serves as the approval to make payment for the diverted load.  
Sanitation officials stated that the use of emergency contracts is not timely enough when 
trucks need to be unloaded so that they are available for the next pickup. 
 

Recommendation 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. 
 

Status - Not Implemented 
 
Agency Action - The SCAN system does not have the ability to track and monitor diverted 

deliveries and the costs resulting from such deliveries.   Sanitation has contracted with 
Gartner Consultants to perform a needs assessment of several of Sanitation's computer uses, 
including SCAN, and prepare an RFP to design a new computer system.  The RFP is 
expected to be released about May 2008. The new system that is in the planning stages 
(called SMART) will include a method for documenting the reason for each delivery that is 
diverted from its designated transfer facility and possibly the costs associated with those 
diversions. 

Recommendation 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.  
 
Status - Not Implemented 
 
Agency Action - Sanitation considers this recommendation to be operationally infeasible.  They 

state that the T-Model is designed for the selection and award of contracts and at this point it 
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is not for daily use to determine the least-cost alternative for diverted deliveries.  They state 
that due to the many scenario runs it would take to identify the lowest cost and anticipate all 
possible unforeseen events before they happen.  It is not possible to incorporate this feature 
into the T-Model.  They further state that loaded refuse Collection trucks can not await 
Transportation Model runs to select the least costly vendor. 

 
Recommendation 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.  
 
Status - Not Implemented 
 
Agency Action - Sanitation officials state that SCAN was developed as a data collection and 

reporting system and not designed to provide real time exception notification.  The SMART 
system, which is in the planning stages, will be designed to flag exceptions and proactively 
notify field supervisors of potential problems at facilities.  Sanitation has also begun a pilot 
program of installing GPS units in the delivery trucks that may also be able to provide field 
supervisors with this type of data. 
 
Major contributors to this report were Erica J. Zawrotniak and Wayne Bolton. 

 
We would appreciate your response to this report within 30 days, indicating any actions 

planned to address the unresolved issues discussed in this report.  We also thank the management 
and staff of Sanitation for the courtesies and cooperation extended to our auditor during this process. 
 

Very truly yours, 
 
 
 
 Robert C. Mehrhoff 

Audit Manager 
 
cc:  Cris Gonzales, Sanitation, Director of Internal Audit 

Lisa Ng, Division of the Budget 
Carmen Maldonado, OSC, Audit Director 


