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EXECUTIVE SUMMARY 
 

NEW YORK CITY CONVENTION CENTER OPERATING 
CORPORATION 
CONTRACTING PRACTICES 

 
SCOPE OF AUDIT 

 
he New York Convention Center Operating Corporation (Corporation) was 
established in 1979 as a public benefit corporation to operate and maintain 

the Jacob K. Javits Convention Center (Convention Center) as a world-class 
facility. The Corporation derives revenue from rental and event service fees, as 
well as from revenue contracts for advertising and concessions operating at the 
Convention Center.  For the fiscal year ended March 31, 2001, the Corporation 
reported its total operating revenues were $123 million, including nearly $10.9 
million from revenue contracts. Corporation purchasing records showed it issued 
1,985 purchase orders valued at $21.3 million from October 1, 1998 to October 
15, 2000. 
 
According to the Corporation’s Procurement Guidelines (Guidelines), the 
Corporation should select contractors from as broad a spectrum of providers as 
is practical, consistent with quality of services and price reasonableness, when 
using procurement contracts.  State policy directs agencies to promote the 
participation of minority and women-owned business enterprises (M/WBE) in the 
procurement process.   
 
Our audit addressed the following questions about the Corporation’s contracting 
practices for the period October 1, 1998 through December 31, 2000: 
 

• Has the Corporation established contracting practices and procedures that 
provide for maximum competition among vendors? 

 
• Does the Corporation make an effort to contract with minority and women-

owned businesses?  
 

• Does the Corporation adequately monitor and control its revenue 
contracts? 
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AUDIT OBSERVATIONS AND CONCLUSIONS 
 

e found that only a limited number of vendors submitted proposals bid for 
Corporation business because Corporation practices limit, rather than 

encourage, vendor competition.  Further, the Corporation does not meet even the 
low goals it has set for M/WBE participation.  We also found the Corporation 
does not seek competition for, or monitor compliance with, certain revenue 
contracts.   
 
An organization generally pays lower prices for goods and services it buys when 
numerous vendors compete for its business.  However, our review of a 
judgmental sample of 76 Corporation purchases totaling about $11 million found 
that just one to five vendors submit proposals for a typical solicitation.  We 
attribute this low participation rate to Corporation practices, which could 
discourage competition.  For example, the Corporation does not publish its intent 
to solicit bids in newspapers and trade journals to reach a broad range of 
vendors, and it does not maintain a list of prospective bidders by commodity who 
can be notified of impending bids.  The Corporation also used the Request for 
Proposal (RFP) process, which emphasizes vendor qualifications, to contract for 
construction and repair work, when it should have used the Invitation for Bid 
(IFB) process, which emphasizes lowest cost.  We concluded the Corporation 
could have saved $300,000 on just nine of the purchases we reviewed if it had 
used IFBs rather than RFPs.  We recommend the Corporation amend its 
Guidelines to require broader advertising of bids, develop vendor lists and use 
IFBs when appropriate.   (See pp. 5-10)   
 
The Corporation has set its M/WBE goals at 5 percent (minority-owned 
businesses) and 2 percent (women-owned businesses) of the annual dollar value 
of purchases. Two other convention centers we contacted reported setting, and 
making efforts to meet, participation goals of 15 and 30 percent.  Further, the 
Corporation does not even meet its goals, or consider M/WBE concerns when it 
evaluates bids or proposals.  We recommend the Corporation raise M/WBE 
goals and implement an aggressive strategy for achieving them.  (See pp. 13-14) 
 
We also found the Corporation could not document that it sought concessions 
and sponsorships competitively and did not monitor its revenue contracts. For 
example, the Corporation exercised a renewal option on a 15-year contract with 
its food service concessionaire four years before it was due, and without 
determining whether other vendors could offer better deals.  Further, the 
Corporation does not track contract commissions that are overdue.  An accounts 
receivable aging report prepared at our request showed the Corporation was 
owed $500,000, nearly $200,000 of which was more than a month and a half 
late. We recommend the Corporation establish competitive bidding procedures 
for revenue contracts and implement effective systems to monitor contract 
compliance and identify past due accounts.  (See pp. 17-19) 
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COMMENTS OF CORPORATION OFFICIALS 
 

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

report, and are included as Appendix B. 
 
Corporation officials indicated they have implemented, or are in the process of 
implementing, most of our recommendations.  However, they did not agree with 
our conclusions or recommendations that they needed to do more advertising of 
their RFPs or IFBs.  They consider the current level of effort as sufficient to foster 
a competitive environment.  We believe Corporation officials need to reconsider 
their position, which relies on one publication to reach all vendors as well as 
maximize competition. 
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INTRODUCTION 

 
Background 

he New York Convention Center Operating Corporation 
(Corporation) was established in 1979 as a public benefit 

corporation to operate and maintain the Jacob K. Javits 
Convention Center (Convention Center) as a world-class facility, 
attracting events from all over the world.  The Corporation’s 
business is the sale of time, labor and space for events 
stimulating economic activities in New York City (City) and New 
York State (State). 
 
For the fiscal year ended March 31, 2001, the Corporation 
reported its total operating revenue increased 13 percent over 
the previous fiscal year, from $109 million to $123 million.  This 
includes nearly $10.9 million from various revenue contracts for 
items such as food and newspaper concessions, sponsorships, 
and advertising.  The Corporation’s operating expenses 
(excluding employee compensation and benefits) totaled more 
than $11 million for each of the two years ended March 31, 
2001.  The Corporation’s purchasing records showed that it 
issued 1,985 purchase orders valued at $21.3 million from 
October 1, 1998 through October 15, 2000. 
 

Audit Scope, Objectives and Methodology 
 

e audited selected contracting practices at the Corporation 
for the period October 1, 1998 through December 31, 

2000.  The objectives of our performance audit were to 
determine whether the Corporation established contracting 
practices and procedures that provide for competition among 
vendors, whether the Corporation makes an effort to contract 
with minority- and women-owned business enterprises, and 
whether the Corporation adequately monitors and controls its 
revenue contracts. 
 
To accomplish our objectives, we interviewed Corporation 
officials and reviewed the Corporation’s procurement and 
revenue policies and procedures.  We obtained the 
Corporation’s computerized database of vendor purchase 
orders for the period of October 1, 1998 through October 15, 
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2000 that showed 1,985 purchases were made from 622 
vendors.  We reviewed the contract and procurement records 
for 45 vendors to which the Corporation had awarded purchase 
orders for $50,000 or more during this period.  We judgmentally 
reviewed the two largest purchase orders issued to the vendors 
(if they were issued more than one purchase order) – 76 
purchases totaling about $11 million.  We also reviewed a 
judgmental sample of 10 of the 306 vendors with purchases of 
$5,000 and under.  For these vendors we selected the two 
highest purchases for a total of 17 purchases.  We reviewed the 
Corporation’s policies and procedures, as well as its activities 
that involved contracting with minority and women-owned 
business enterprises.  In addition, we contacted selected 
convention centers around the country, particularly those that 
regularly contracted with businesses owned by women or 
members of a minority, to learn how they handle such 
purchases.  We also reviewed how the Corporation awards and 
monitors its revenue contracts. 
 
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 
Corporation operations that are within our scope.  Further, these 
standards require that we understand the Corporation’s internal 
control structure and compliance with those laws, rules and 
regulations that are relevant to our audit scope.  An audit 
includes examining on a test basis evidence supporting 
transactions in the accounting and operating records and 
applying such other procedures we consider necessary in the 
circumstances.  An audit also includes assessing the estimates, 
decisions and judgments made by management.  We believe 
our audit provides a reasonable basis for our findings, 
conclusions and recommendations. 
 
We use a risk-based approach to select activities for audit.  We 
therefore focus our efforts on those activities we have identified 
as having the greatest potential for needing improvement.  
Consequently, by design, we use finite audit resources to 
identify where and how improvements can be made.  We devote 
little audit effort to reviewing operations that may be relatively 
efficient and effective.  As a result, we prepare our audit reports 
on “an exception basis.”  This report, therefore, highlights those 
areas needing improvement and does not address activities that 
may be functioning properly. 
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Comments of Corporation Officials 
 

e provided Corporation officials with a draft copy of this 
report for their review and comment.  Their comments 

were considered in preparing this final report, and are included 
as Appendix B. 
 
Corporation officials agreed with most of our recommendations 
and indicated they were implemented or were in the process of 
being implemented.  However, they did not agree with our 
conclusions regarding the need to improve their advertising 
activities to increase competition or to foster business with 
minority and women-owned business enterprises.  The 
response also indicates that the report contains “broad 
generalizations” that Corporation officials maintain are not 
supported in the report.  We believe the summary conclusions 
are well supported based on the audit results taken as a whole.  
To help ensure that our consideration of the Corporation’s 
comments is clear, we respond to those comments in the State 
Comptroller’s Notes, Appendix C.  Where appropriate, we have 
made changes to the report to recognize factual information 
conveyed in the response. 
 
Within 90 days after final release of this report, as required by 
Section 170 of the Executive Law, the President and CEO of the 
Corporation shall report to the Governor, the State Comptroller 
and the leaders of the Legislature and fiscal committees, 
advising what steps were taken to implement the 
recommendations contained herein, and where recommendations 
were not implemented, the reasons therefor. 
 

W 



 

  
4 



 

 
5

PROCUREMENT AND VENDOR SOLICITATION 
PRACTICES 

 
n accordance with the Public Authorities Law, the 
Corporation’s Board of Directors (Board) has established 

Procurement Guidelines (Guidelines) that set the operative 
policies and procedures for procuring goods and services.  The 
Corporation does not have guidelines for selecting revenue 
contractors; however, the law does not require them.  Among 
other provisions, the Guidelines state that when procurement 
contracts are used, contractors should be selected from as 
broad a spectrum of providers as is practical, consistent with the 
quality of services required at fair and reasonable prices.  
However, there is a need to strengthen these Guidelines to 
improve competition among vendors. 
 
Based on our examination, we conclude that the Corporation 
needs to change its procurement procedures if it is to maximize 
competition among prospective vendors for purchased goods 
and services.  The Guidelines also need to be revised so that 
they enunciate expectations more clearly and comply with 
sound business practices.  We noted that for large purchases 
the Corporation generally used the Request for Proposal (RFP) 
process that emphasizes bidder qualifications more than costs 
instead of using the Invitation for Bid (IFB) process that would 
have allowed the Corporation to select the lowest responsible 
bidder and in a shorter period of time.  In addition, Corporation 
files were missing documents to illustrate that vendors were 
apprised of the methodology for review and selection, or why 
some bids were not evaluated.  Furthermore, the Corporation 
does not have a system for ongoing monitoring that could 
improve compliance with rules and regulations. 
 

Vendor Competition 
 

t is generally recognized that when numerous vendors 
compete for an organization’s business, the organization pays 

lower prices for the goods and services it buys.  Therefore, 
vendor competition is a good thing and it is imperative that 
organizations do as much as possible to maximize this 
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competition.  We found that a limited number of vendors bid for 
the Corporation’s business.  Normally, just one to five actually 
submitted a proposal to a typical solicitation.  We believe more 
vendors should be competing for the goods and services based 
on its size and location in the most-populous metropolitan area 
in the country.  However, Corporation practices actually limit the 
extent of vendor competition, instead of encouraging it. 
 
The Guidelines state that, where required by law, the 
Corporation should publish its intent to solicit bids or proposals 
in the New York State Contract Reporter (Reporter) and may 
also advertise in other appropriate newspapers or trade 
journals, direct mailings to firms that are considered qualified 
vendors, and other outreach media, including those related to 
minority and women-owned business enterprises (M/WBE).  It is 
a good business practice for prospective buyers to stimulate 
competition among their suppliers by advertising in as many 
applicable media outlets as practical.  However, the Corporation 
meets only the minimum requirements called for in its 
Guidelines: publishing its intent to purchase only in the 
Reporter.  It does not publicize its purchasing intent to take 
advantage of other advertising opportunities, such as those 
provided by local newspapers and trade journals.  For all of the 
76 purchases we reviewed, the Corporation advertised its 
purchasing intent only in the Reporter.  We were advised that 
the Corporation uses the minimum public notification because 
wider publicity would delay the purchasing process. An official 
stated the increased volume of responses would become an 
administrative burden.  Corporation officials reply to the draft 
report indicates they received an average of 16 responses per 
RFP.  However, the request for information is not a true 
measure of the amount of competition generated; instead, the 
measure should be the number of actual proposals to a RFP or 
bids to an IFB.  We continue to believe that by expanding its 
advertising to other publications it could improve competition. 
 
Another good procurement practice is to maintain a list of 
prospective bidders, grouped by commodity that would be 
notified directly about purchases the Corporation is planning to 
make, enabling interested vendors to submit bids in response.  
Although its Guidelines suggest that a list of prospective bidders 
should be used, the Corporation does not have such a list.  
Maintaining a list of prospective bidders and notifying them 
about upcoming purchases is generally considered a successful 
way to stimulate competition. 
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Request for Proposal 
 

he Guidelines state that an IFB should be issued when cost 
is of primary importance and the goods or services required 

are standardized, with exact specifications.  In such cases, the 
contracts are to be awarded to qualified vendors on the basis of 
the lowest price.  The Guidelines further state that a RFP should 
be issued when cost is less important in relation to other factors, 
and when the purchase involves services that are not 
standardized or products that have less-exact specifications. 
Such contracts are to be awarded on a best-value basis that 
takes into account the vendor’s qualifications, the proposed 
methodology, the vendor’s management capability, and cost. 
 
We noted that the Corporation used RFPs for 17 of 48 
purchases in excess of $50,000, including contracts for 
construction and repairs.  We believe that many of these 
purchases should have been made through IFBs, where 
purchase contracts are awarded to the responsible bidder that 
offers the lowest price.  It is also more time-consuming to use 
an RFP instead of an IFB, and the RFP places significantly less 
emphasis on cost.  We conclude that, had the Corporation used 
IFBs for more of its purchases, it could have saved nearly 
$300,000 on just nine of the purchases we reviewed by 
purchasing from the lowest responsible bidder.  We believe that 
the Guidelines should specify more clearly the types of 
purchases that are most appropriate to the IFB process.  The 
Corporation should be able to use IFBs more frequently, thereby 
reducing administrative work associated with the purchases, 
speeding the procurement process, and saving money by 
purchasing from the responsible bidder offering the lowest price.  
Corporation officials told us that they seek quality and timeliness 
when they need to buy something, and that these nine 
purchases were done through the RFP process due to the 
technical nature of the purchase and the need to have the work 
completed in a timely manner.  They also said that they would 
consider using more IFBs if they can pre-qualify prospective 
bidders.   
 
When it uses RFPs, the Corporation awards most evaluation 
points to vendors that have performed satisfactorily at the 
Convention Center in the past.  As a result, it often deals with 
the same suppliers over the years.  We believe this practice 
may contribute to the paucity of interest shown by metropolitan 
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New York City firms in bidding for Corporation purchases.  The 
knowledge that companies with prior experience with the 
Convention Center have a strong advantage for future contracts 
may stifle competition from prospective bidders who have not 
previously done business with the Corporation. 
 
We also reviewed the manner in which the Corporation 
procured goods and services through RFPs.  We found several 
weaknesses that should be addressed immediately to improve 
the integrity of the process and to encourage vendors to 
compete for Corporation business.  For example: 
 

• Some of the Corporation’s proposals reviewed contained 
restrictive specifications such as a brand name that limit 
the number of vendors that can supply the requested 
goods or services.  The Corporation sought to purchase 
specific brands of utility carts, transformers and 
communication equipment.  Corporation officials advised 
us that, in the future, advertisements will include the 
phrase “or equivalent” when a brand name is specified. 

 
• It is a good business practice to require vendors submit 

sealed bids, which are opened publicly at a specified 
date.  However, the Corporation does not request sealed 
bids and does not have public bid openings.  According 
to the Corporation, public bid openings are only held at 
the request of a bidder. 

 
• When an RFP is used, the evaluation factors should be 

communicated clearly to prospective vendors.  At 
present, the Corporation does not provide such criteria, 
which should also be defined and communicated clearly 
to the individuals who are rating the proposals.  We found 
no evidence for 7 of the 76 purchases reviewed that such 
expectations are communicated to the raters.  In addition, 
we found inconsistencies in the way proposals are rated.  
All proposals received should be rated, and rated fairly, 
based on their merits.  However, we found proposal 
evaluations in which some evaluators did not rate all 
proposals, resulting in scores of zero for the companies 
whose proposals were unrated. 

 
• The cost portion of the bids is generally weighted just 15 

percent by the Corporation.  Compared with the RFP 
process used by other New York State agencies, we 
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conclude that this weighting factor is low.  State agencies 
generally evaluate cost with a relative weight of between 
30 and 70 percent of the total proposal score.  The 
relative weight fluctuates based on the expertise and 
specialization needed.  This component should be 
calculated objectively, with each bid compared with the 
lowest bid received and that comparison resulting in the 
lowest bid receiving more evaluation points than the 
highest one.  However, the Corporation does not follow 
this process; instead, it rates the cost component 
subjectively.  We noted four RFP evaluations contained a 
higher score for the components of proposals that offered 
higher costs.  In fact, the Corporation’s major evaluation 
components relate primarily to the qualifications of the 
bidders and their management capacity.  Corporation 
management expects this component to be evaluated 
through reference checks and financial checks with Dunn 
& Bradstreet.  However, we noted three proposals where 
the Corporation did not document the performance of 
such checks. Therefore, we have no assurance that 
these components were evaluated properly. 

 
Other Purchasing Issues 

 
he Corporation’s Purchasing Department does not ensure 
that all required documents are submitted or that all reviews 

are performed before a vendor is selected.  During our review, 
we found that the Corporation did not always fully document its 
purchasing process. For example, in addition to the reference 
checks, the Corporation did not always document its reasons for 
not selecting the low bidder in 7 instances or for forming the 
judgments it made regarding the experience and relevant 
knowledge of new bidders in 5 instances.  In addition, the 
original bids, documentation providing details of the evaluation 
process, or supporting documentation for the final vendor 
selection were not on file for two.  An enhanced bid checklist 
would help ensure compliance with documenting the 
procurement process.  For example all steps performed should 
have a sign off.  In addition someone other than the purchasing 
agent should review the bids for accuracy and completeness of 
the bidding process.   
 
The Corporation has not established a monitoring system that 
will assure management that input and output information are 
being reviewed promptly for authorization, completeness, and 
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accuracy; and for compliance with its regulations.  We noted 
that the Corporation’s database listed several purchases as 
competitive that had, in fact, been either sole source or single 
source purchases, or had been awarded although just one bid 
was received.  An inaccurate database can misrepresent the 
actual nature of the Corporation’s purchases, and can provide 
inaccurate statistical results to the Board of Directors as well as 
the public. 
 
The Guidelines require formal Board approval of all service 
contracts that exceed one year in duration.  The two service 
contracts in our procurement sample, which lasted more than a 
year, were not approved by the Board, as required. 
 
The Corporation’s Purchasing Manual requires the use of a 
competitive vendor-selection process in which the minimum 
number of bidders is to increase progressively as the dollar 
value of the purchase increases: e.g., one written price quote for 
purchases valued at less than $1,000; two written price quotes 
for purchases with values ranging between $1,001 and $3,000; 
and three written price quotes for purchases valued at more 
than $3,000 but less than $5,000.  Our review of 17 purchases 
valued at less than $5,000, disclosed that for 9 (53 percent) of 
these purchases, the Corporation did not obtain the required 
competitive price quotations, or the price quotations received 
were incomplete (e.g., the vendors did not provide price 
quotations for all requested items). 
 

Recommendations 
 
1. Amend the Corporation’s Procurement Guidelines to 

include a requirement to advertise for bids in local 
newspapers and trade journals unless it is documented 
that doing so is not appropriate. 

 
          (Corporation officials replied they will not implement the 

recommendation because advertising purchases only in 
the Reporter is generally sufficient and cost effective.  
They indicate that vendor response to bid invitations has 
been good and cite that the average number of 
responses (16) to the 24 purchases we reviewed as 
evidence that using the Reporter is enough.  
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Recommendations (Cont’d) 
 
 Auditors’ Comments:  The Corporation’s response to the 

draft audit report indicates that a reasonable number of 
companies asked for the Corporation’s procurement 
information based solely on advertising in the Reporter.  
However, we believe the true measure of successful 
publicity or purchases is the number of companies that 
actually submit bids.  We found that just one to five 
companies actually submitted bids for Corporation 
contracts.) 

 
2. Develop a list of vendors, grouped by commodity or 

expertise; and notify appropriate vendors about 
upcoming Corporation purchasing opportunities. 

 
3. Prevent businesses from obtaining an unfair advantage 

by increasing their usage of the Invitations for Bid 
Process.  This action could result in the awarding of 
purchase contracts to the lowest responsible bidder. 

 
4. Revise the Request for Proposal including, but not limited 

to, the following: 
 
 •  Avoid restrictive specifications that unfairly limit the 

 number of vendors that can respond to the RFP. 
 
 •  Inform both prospective bidders and evaluators about 

 the criteria that will be used to evaluate proposals and 
 the relative weight of each criterion. 

 
 •  Develop a sealed bid process that culminates in a 

 formal public bid opening.  Include in the Guidelines a 
 requirement that bidders must submit their bid 
 proposals by a common carrier and that a public bid 
 opening will be held. 

 
 •  Rate all proposals received in an objective manner. 
 
 •  Increase the relative weight assigned to the cost 

 component. 
 
 •  Document all reference and Dunn & Bradstreet 

 financial checks. 
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Recommendations (Cont’d) 
 
5. Develop a better checklist that will foster greater 

assurance that the requirement to document the 
procurement process is performed. 

 
6. Establish an accurate and complete procurement 

database that will provide a clear picture of the process 
followed for each purchase. 

 
7. Comply with the requirement that the Board of Directors 

review and approve all service contracts that last more 
than one year. 

 
8. Obtain and document the required number of price 

quotations for purchases less than $5,000, as required by 
the Corporation’s Guidelines. 
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MINORITY AND WOMEN-OWNED BUSINESS 
ENTERPRISES 

 
ccording to New York State policy, State agencies are to 
promote participation of minority and women-owned 

business enterprises by making efforts to contact these vendors 
and providing incentives for them to participate in competitive 
bidding.  Such incentives on the Statewide level may include 
aggressive outreach to M/WBE firms during the procurement 
process and a 10-percent mark-up to a non-M/WBE vendor’s 
prices during the bid-evaluation process.  The Guidelines also 
address the M/WBE issue, stating that it is a Corporation goal to 
award a fair share of contracts to M/WBEs, and that bidders for 
contracts worth more than $50,000 are to be encouraged to 
demonstrate how they will use M/WBEs.  The Guidelines 
require the purchasing department to maintain a list of qualified 
M/WBEs by area of expertise and to consider such firms when 
they request bids for Corporation contracts.  However, in 
practice, the Corporation has not established a method to 
improve its approach to contracting with M/WBEs.   
 
The Corporation has set its M/WBE goals at 5 percent for 
minority-owned business enterprises and at 2 percent for 
women-owned business enterprises.  However, compared to 
other convention centers in the country, these goals are low, 
and the Corporation does not even meet them.  Spokesmen for 
two of the convention centers contacted told us their M/WBE 
goals are 15 percent and 30 percent of the annual dollar volume 
of purchase orders issued, including commodity and 
service/construction contracts.  They indicated their goals were 
achieved because they make an aggressive effort to do 
business with M/WBEs. 
 
The Corporation, on the other hand, does not make an effort to 
contract with M/WBEs.  The standard Reporter advertisement 
provides space for identifying M/WBE goals for each purchase.  
However, 76 purchases advertised in the Reporter disclosed 
that for 75 purchases the M/WBE goal was “0 percent.”  In 
addition, for contracts worth more than $50,000, the Corporation 
does not require bidders to indicate how they will use M/WBE 

A



 

  
14 

firms.  Nor does it consider the M/WBE issue when it evaluates 
bids or proposals. 
 
To reach M/WBEs, the Corporation needs to take new 
initiatives.  It needs to stretch goals for M/WBE participation, 
and develop an aggressive strategy for increasing the volume of 
its M/WBE business.  To determine how close it is to achieving 
its new goals, it should also monitor the results of its efforts.  For 
example, the Corporation should consider advertising upcoming 
purchases in publications directed at M/WBE owners; enlisting 
the help of the New York State’s Empire State Development in 
identifying and contacting approved M/WBEs that provide goods 
and services the Corporation needs; considering W/MBE status 
as an important factor when evaluating bids and/or proposals; 
and developing alliances with community and civic groups in the 
metropolitan New York City area.  By implementing an 
aggressive M/WBE campaign strategy, the Corporation would 
communicate its commitment to the participation of M/WBE 
vendors in the public sector. 
 

Recommendations 
 
 9. Increase M/WBE goals and monitor the Corporation’s 

progress in achieving them. 
 
10. Amend the Procurement Guidelines to require that all 

upcoming bids be advertised in publications directed at 
the owners of minority and women-owned businesses. 

 
11. Work with Empire State Development to develop a list of 

qualified M/WBE firms, grouped by commodity and 
service type, and actively solicit M/WBE vendors when 
purchasing goods and services. 

 
12. Consider M/WBE as an important evaluation factor in 

reviewing bids and proposals. 
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Recommendations (Cont’d) 
 
 (Corporation officials do not agree with Recommendation 

10 to amend their procurement guidelines to include the 
advertisement of upcoming bids in publications directed 
at M/WBEs because the corporation is not required to 
advertise upcoming purchases in publications, other than 
in the Reporter, that M/WBE firms are likely to review.  
They also do not agree with Recommendation 12 
because they believe skewing evaluations to favor 
M/WBE firms is prohibited, especially since the 
Corporation has no documented history of past 
discrimination against such contractors that needs to be 
rectified. 

 
 Auditors’ Comments:  Giving attention to minority and 

women-owned business enterprises is a public social-
consciousness issue designed to assist companies that 
traditionally have not been given adequate business 
opportunities in the past.  While we acknowledge that the 
Corporation is not required to increase contracting with 
minority and women-owned business enterprises, it 
clearly can do more to promote M/WBE firms.  We also 
noted that other convention centers around the country 
strive for a higher level of business with M/WBE firms.) 

 
13. Develop alliances with community and civic groups to 

promote M/WBE participation. 
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REVENUE CONTRACTS 

 
n addition to rental and event service fees, the Corporation 
derives revenue from corporate sponsorships and 

concessionaires operating at the Convention Center. The 
sponsorship contracts generally authorize major companies to 
display their advertising at the Convention Center.  Concessions 
include a newsstand, food service, pay phone services, laptop 
services, lift services, taxi services, and postal services.  The 
sponsorship and concession contracts earned the Corporation 
$10.9 million in revenue for the period of April 1999 through 
March 2001. 
 
To evaluate the Corporation’s methods and procedures for 
selecting vendors, we reviewed the Corporation’s 11 concession 
contracts and one sponsorship contract in effect during our audit 
period.  We found that the Corporation does not have formal 
procedures for selecting vendors or monitoring the contracts.  
Furthermore, we found that a food service contract was 
originally awarded in 1987 to last 15 years with a five-year 
renewal clause.  We also found that the concession contract 
was scheduled for renewal in 2001; however, the Corporation 
re-negotiated this contract in 1997 and agreed to exercise the 
renewal clause through 2007.  By retaining the same food 
concession revenue contract for 20 years without submitting the 
operation to a competitive bid process, the Corporation has not 
attempted to maintain a competitive environment or maximize 
its revenue. 
 
Corporation officials replied to the draft report that the 1997 
amendment extended the term of the concession agreement 
through 2006; it called for the concessionaire to make capital 
improvements to the Convention Center’s food service facilities 
and it revised the commission schedule.  Notwithstanding, the 
contract was extended in the tenth year of the 15-year contract, 
and the Corporation did not seek competition to ascertain 
whether other concessionaires would offer better deals. 
  
The Corporation also has not sought sponsorships or 
concessions competitively, and does not advertise periodically 
to learn whether it could obtain better services or revenue from 

I 
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other vendors.  It is a good business practice to regularly seek 
competition among revenue contractors as a means of assuring 
management that the organization is getting the best financial 
benefits and is providing its customers the highest quality 
services.  Corporation officials indicated that they seek 
competition for revenue contracts, prepare RFPs for all revenue 
contracts and send the documentation to the Office of the State 
Comptroller (OSC) for review and approval.  However, our 
review of the 11 contract files maintained by the Corporation 
disclosed the following information was missing: original bids, 
bidders lists and canvassing letters to M/WBE firms.  
Furthermore, four of the contract files did not have 
documentation of the Corporation’s competitive selection 
process. 
 
According to the Corporation’s enabling legislation, the New 
York State Comptroller must approve its rental and concession 
contracts.  However, the renewal of the Corporation’s food 
service contract was not submitted to OSC even though it was 
subject to a major modification. 
 
The Corporation has not established policies and procedures 
with respect to its sponsorship and concession contracts.  While 
not required by Law, it is a good business practice to establish 
clear statements of policies and procedures to assure 
management that all control and monitoring activities are 
working effectively.  An ongoing monitoring system would help 
ensure that commissions are received and reviewed promptly 
for accuracy and completeness.  Although the Corporation 
contracts with a public accounting firm for a financial audit of the 
commissions, the Corporation does not otherwise monitor 
compliance with the terms of the concessionaire agreement.  
 
Many businesses use accounts receivable aging reports, a 
standard type of report useful in assessing and controlling 
revenues.  We found that the Corporation has neither 
established a centralized device for handling and monitoring of 
revenue contract commissions nor programmed its computer 
system to routinely produce such reports.  By not maintaining an 
ongoing accounts receivable system, management does not 
have a tool it can use to detect certain revenue that is due but 
has not been received.  At our request, the Corporation 
prepared an accounts receivable aging report.  It showed the 
Corporation was owed approximately $500,000 -- and nearly 
$200,000 of that amount was delinquent by more than one and 
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one-half months.  Corporation officials told us their legal 
department was working on a disputed charge of $195,000 that 
was more than three months delinquent.  That amount was 
eventually negotiated and collected. 
 
We also found that the Corporation’s work pertaining to these 
revenue contracts is limited to a comparison of monthly 
statements received from each revenue contractor.  It should 
periodically review the controls and activities of the contractors 
to verify they are recording all revenues and transmitting the 
proper commissions on a timely basis.  
 
Furthermore, the Corporation rents storage space at the 
Convention Center to vendors at annual rates between $1,980 
and $7,560, but it does not have adequate oversight over the 
status of space; i.e., rented or available.  The storage space 
was not properly marked or labeled.  Nor does the Corporation 
maintain a map showing all of the storage space that is 
available.  Based on our audit inquiries, Corporation staff 
prepared an inventory of rental space opportunities and 
identified six additional locations that could be rented, 
generating $26,000 a year in rental income.  While Corporation 
officials stated that it is not necessary to have an inventory of all 
possible rental space because they find space to cover demand 
for such rentals on an as-needed basis.  However, we 
ascertained that the Corporation had rented these six additional 
locations subsequent to our audit. 

 

Recommendations 
 
14. Establish, implement and formally document written 

bidding policies and procedures for the selection and 
awarding of revenue contracts including, but not limited 
to:  

 
 •  Soliciting competitively-bid revenue contracts on a 

 more-frequent basis; and 
 
 •  Obtaining Office of the State Comptroller approval for 

 all revenue contracts and renewals, as required. 
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Recommendations (Cont’d) 
 
15. Centralize the handling and monitoring of all revenue 

contracts and prepare periodic accounts receivable aging 
reports to identify past due accounts.  Follow up with 
prompt collection actions. 

 
16. Perform periodic reviews of controls and activities of 

revenue contractors to ensure that they are recording all 
revenues and transmitting the accurately-calculated 
commissions on a timely basis. 

 
17. Maintain a complete and accurate inventory of storage 

space that is rented and available for rent at the 
Convention Center. 
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State Comptroller’s Notes 

Appendix C 

1. Corporation officials assert that the audit report makes a sweeping statement that the 
Corporation does not have a system for ongoing monitoring of procurement but does not 
support that assertion other than its identification of a few human errors.  To the contrary, 
we identified a number of different individual audit findings that, when taken as a whole, 
lead us to make this summary conclusion.  The various audit recommendations in this 
section are aimed at improving the Corporation’s procurement process to help ensure 
compliance with rules and regulations, to enhance vendor competition, and to improve 
the overall purchasing process.  Although we did not make a specific recommendation for 
the Corporation to monitor these activities, such monitoring is important and inherent in a 
well-managed organization. 

 
2. Corporation officials criticize the audit for reporting that they had not sought 

concessionaires competitively.  They also indicated the audit did not give a single 
example of this condition.  However, Corporation officials could provide no 
documentation to show they sought competition for 4 of the 11 concession contracts we 
reviewed. 

 
3. Corporation officials assert that advertising in the Contract Reporter is generally 

sufficient and cost-effective.  They also assert that the auditors reviewed approximately 
24 RFPs that resulted in an average of 16 vendor responses to the bid invitations through 
the Contract Reporter.  This information reflects the number of companies which 
Corporation officials show as asking for bid information.  We maintain that the true 
measure of successful publicity of upcoming purchases is the number of companies that 
actually submit bids, and we found that just one to five companies had submitted bids for 
more than half of the 46 contracts we reviewed. 

 
4. Corporation officials disagree with our conclusion it could have saved $300,000 on just 

nine purchases if it had used an IFB instead of an RFP process and assert that the 
purchases were either technical, complex, or were needed timely.  They add that IFBs are 
more suited for commodities.  To the contrary, of the nine purchases in our analysis, five 
were for repairs, three were for supplies, and one was for routine professional services. 

 
5. During our audit, the Corporation did not publish the evaluation criteria in the Contract 

Reporter and did not publish the weights assigned to the criteria in the RFP documents. 
 
6. During our audit, the Corporation stored bids in a desk drawer which was unlocked 

during the work day and the envelopes containing submitted bids were not adequately 
sealed. 

 
7. We identified several instances where bids were not objectively rated, especially the cost 

component. 
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8. The information that the auditors showed Corporation officials was developed by the 
Office of General Services (OGS) for evaluating the cost component in proposals and 
included in OGS’ State Procurement Guidelines. 

 
9. The auditors did not recommend a checklist, but instead provided Corporation officials 

for their consideration a checklist which is used by contracting officials at the Office of 
the State Comptroller. 

 
10. Although Corporation officials submit their annual M/WBE goals to Empire State 

Development, they are not precluded from increasing these goals. 
 
11. Giving attention to minority and women-owned business enterprises is a public social-

consciousness issue designed to help out companies that traditionally have not been given 
adequate business opportunities in the past.  While we acknowledge that the Corporation 
is not required to increase contracting with minority and women-owned business 
enterprises, it clearly can do more to promote M/WBEs.  Other convention centers 
around the country have set the level of business with these firms at 15 and 30 percent. 

 
12. Corporation officials do not agree to bid out concessionaire contracts in a more frequent 

manner and state that these revenue contracts usually require a substantial investment by 
the concessionaire and the need to hire personnel, limiting the contract term would 
discourage bidders.  With the exception of the Corporation’s food service contractor, the 
other concessionaires were not required to invest in capital improvement at the 
Convention Center and hiring staff is a routine cost of doing business.  We agree that the 
term of the contract should be sufficient for the concessionaires to recover capital 
improvement costs, but nonetheless stand by our recommendation that Corporation 
officials review the appropriateness of the duration of such contracts, especially when 
they are considering exercising renewal options. 

 
13. Corporation officials state that the 1997 amendment extends the term of the concession 

agreement through 2006; it called for the concessionaire to make capital improvements to 
the Convention Center’s food service facilities and it revised the commission schedule.  
Notwithstanding, the contract was extended in the tenth year of the 15-year contract; and 
the Corporation did not seek competition to ascertain whether other concessionaires 
would offer better deals. 

 
14. Proper internal controls should preclude a single individual (e.g., the Advertising and 

Marketing Manager) from both administering contracts and collecting revenues 
associated with the contracts.  The Corporation should separate these duties. 

 
15. At the time of our audit, Corporation officials had prepared only one internal control risk 

assessment and not three as indicated in their response. 
 
16. The column “Bids sent via NYSCR” represents the number of companies who requested 

bid information from the Corporation, not the number of bid proposals submitted by 
vendors. 
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17. The increase in food service commissions are the result of a number of different factors 
apart from the commission rate, such as the number of trade shows and conventions held, 
the number of special events held, and the price of food and drink items. 




