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Re:  Report 2004-F-10 
 
Dear Mr. McQueen: 
 

According to the State Comptroller’s authority as set forth in Article X, Section 5 of the State 
Constitution; and Title 27, Section 2569 of the State Public Authorities Law, we have followed up 
on the actions taken by officials of the New York Convention Center Operating Corporation 
(Corporation) to implement the recommendations contained in our audit report, Contracting 
Practices (Report 2000-S-48). 
 
Background, Scope and Objective 
 

The Corporation was established in 1979 as a public benefit corporation to operate and 
maintain the Jacob K. Javits Convention Center (Convention Center).  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, 2004, the 
Corporation reported total operating revenues of $119.7 million, total operating expenses of $115.1 
million, depreciation and amortization of $1.4 million, and net operating income of $3.2 million. 
 

Our initial audit report, which was issued on May 16, 2002, examined the Corporation’s 
contracting practices to determine whether they provided for maximum competition among vendors. 
We found that only a limited number of vendors submitted proposals for Corporation business 
because the Corporation’s practices limited, rather than encouraged, vendor competition.  We also 
examined the Corporation’s efforts to comply with State policies promoting the participation of 
minority and women-owned businesses in the procurement process, and found that the Corporation 
did not meet even the low goals it had set for such participation.  We also examined the practices 
used by the Corporation in monitoring revenue contracts, and found that the Corporation did not 
track overdue commissions.  We made a number of recommendations for improvement in the 
Corporation’s contracting practices.  The objective of our follow-up, which was conducted in 
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accordance with Generally Accepted Government Auditing Standards, was to assess the extent of 
implementation, as of September 23, 2004, of the 17 recommendations included in our initial report. 
 
Summary Conclusions and Status of Audit Recommendations 
 

We found Corporation officials have made progress in correcting the problems we identified. 
Of the 17 audit recommendations, 12 recommendations have been implemented, 2 recommendations 
have been partially implemented, and 3 recommendations have not been implemented.   
 
Follow-up Observations 
 

Recommendation 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. 
 
Status - Not Implemented 
 
Agency Action - The Corporation has not amended their Procurement Guidelines to require 

advertisements in local newspapers and trade journals.  Although they have met with several 
local newspapers about placing advertisements with them, no advertisements have been 
placed in these newspapers as of July 30, 2004.  Corporation officials feel that they receive a 
sufficient number of bids to their solicitations published in the State Contract Reporter. 

 
Recommendation 2 

 
Develop a list of vendors, grouped by commodity or expertise; and notify appropriate vendors about 
upcoming Corporation purchasing opportunities. 
 
Status - Partially Implemented 
 
Agency Action - The Corporation has developed a detailed computer spreadsheet with the 

recommended information.  Purchasing Department personnel notify appropriate vendors on 
this list of upcoming purchasing opportunities.  However, we also found that on a number of 
occasions the Procurement Department’s competitive process was not used to select personal 
service contractors.  Between February 2003 and July 2004, the Corporation awarded 
individual contracts, without the benefit of a formal competitive bidding process, for 
consulting, architectural, legal and engineering services in connection with a proposed 
expansion of the Convention Center.  Records indicate that Corporation officials were aware 
of the proposed expansion as early as July 2002.  Except for the legal services contract, there 
was no documentation that: other firms were considered for the contracts; the prices obtained 
were fair and reasonable; and the levels of services needed had been estimated correctly.   
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Recommendation 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 
possible bidder.   
 
Status - Implemented 
 
Agency Action - There has been significant progress on the Corporation’s part to standardize 

specifications so that more Invitation for Bids (IFBs) can be issued.  Corporation officials 
state that about 65-70 percent of the Corporation’s procurement contracts result from using 
the IFB process.   

 
Recommendation 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 references and Dunn & Bradstreet financial checks.   

 
Status - Implemented 
 
Agency Action - The Corporation is issuing more IFBs to avoid placing unduly restrictive 

specifications on items.  It also includes criteria, and the relative weights, in the packages 
provided to potential bidders.   

 
 The Corporation uses a sealed bid process and holds a public bid opening.  Although the 

Corporation continues to accept hand-delivered bids, they have developed an alternative 
procedure that provides an acceptable control process over these bids.  Specifically, when 
bids come in, they are time and date stamped, either by the security desk if the bid is hand-
delivered, or by the purchasing department when they receive it.  All bids are locked in a  
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drawer until the day of the opening.  Public bid openings are held.  Pertinent information 
regarding each bidder and their submission is recorded.  Members of the public who would 
like to witness the bid opening come in and sign a sign-in sheet.  The bid envelopes are then 
opened in front of everyone present, and the name of the company and their information is 
noted on the bid sheet.   

 
 The Corporation’s procedures now include a methodology for reviewing bids in an objective 

manner, and have increased the weight of the cost component to 30 percent or more.  The 
Corporation documents their background and Dunn & Bradstreet financial checks, and keeps 
the information on file.  They also utilize this information to select a responsible vendor.   

 
Recommendation 5 

 
Develop a better checklist that will foster greater assurance that the requirement to document the 
procurement process is performed.   
 
Status - Implemented 
 
Agency Action - The Corporation has developed a checklist for each bid they receive.  Our review 

of Procurement Department’s files indicates the list is used.   
 

Recommendation 6 
 
Establish an accurate and complete procurement database that will provide a clear picture of the 
process followed for each purchase.   
 
Status - Implemented 
 
Agency Action - The Corporation has established a new purchase order database using their 

Customer Information Control System.  They also maintain a contract log reporter in 
accordance with State Office of General Services guidelines.  Although there have been 
some implementation problems, the Corporation is working to correct them.   

 
Recommendation 7 

 
Comply with the requirement that the Board of Directors review and approve all service contracts 
that last more than one year.   
 
Status - Not Implemented 
 
Agency Action - The Corporation has no system in place to ensure that all service contracts with a 

duration of more than one year are reviewed and approved by the Board of Directors.  We 
identified a single-source, two-year contract in 2003 for maintenance and service of the 
Corporation’s radio system, at an annual cost of $49,069, that was not presented to the 
Board.   
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Recommendation 8 
 
Obtain and document the required number of price quotations for purchases less than $5,000, as 
required by the Corporation’s Guidelines.   
 
Status - Implemented 
 
Agency Action - From the population of 941 purchase orders issued in calendar year 2003, we 

selected 44 for review.  Forty of these 44, with a total value of $41,757, were randomly 
selected; the remaining 4, valued at $10,278, were selected judgmentally based on their 
dollar value and the frequency with which the vendor had been used.  We found the 
Corporation’s internal controls for purchases processed within the Procurement Department 
to be adequate, and we noted that 42 of the 44 orders were in compliance with the 
Corporation’s policies.  We note that one of the two orders not in compliance with 
Corporation policy was missing the appropriate number of vendor quotes.   

 
Recommendation 9 

 
Increase M/WBE goals and monitor the Corporation’s progress in achieving them. 
 
Status - Partially Implemented 
 
Agency Action - The Corporation does have a system in place to summarize the data on M/WBE 

contracts, thereby enabling the Corporation’s management to monitor progress and report the 
information to the Board.  However, the Corporation’s goal to award two percent of their 
contracts in each category (i.e., minority and women-owned businesses) has not been 
increased.  The Corporation’s Procurement Report for the period ended March 31, 2004 
indicates the Corporation awards 3.6 percent of their contracts to women-owned businesses, 
but only 0.6 percent to minority-owned businesses.   

 
Recommendation 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.   
 
Status - Not Implemented 
 
Agency Action - The Corporation’s Procurement Guidelines have not been amended to include this 

requirement.   
 

Recommendation 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.   
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Status - Implemented 
 
Agency Action - The Corporation utilizes a list of M/WBE businesses that is published on the 

Empire State Development website.  Solicitations for bidding are sent to appropriate 
companies on the list and M/WBE businesses that have responded to previous solicitations 
for bids in that category are also contacted.   

 
Recommendation 12 

 
Consider M/WBE as an important evaluation factor in reviewing bids and proposals.   
 
Status - Implemented 
 
Agency Action - The Corporation’s Purchasing Manager states that they take into consideration 

whether a firm is a certified M/WBE and this information is provided to bid evaluators.  This 
process is documented via a form that Corporation officials utilize as part of reviewing bids. 
  

 
Recommendation 13 

 
Develop alliances with community and civic groups to promote M/WBE participation.   
 
Status - Implemented 
 
Agency Action - The Corporation attends M/WBE outreach seminars several times a year to meet 

vendors.   
 

Recommendation 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.   

 
Status - Implemented 
 
Agency Action - The Corporation provided us with their written procedures for Revenue Contracts.  

They have attempted to bid out contracts more frequently, except for those contracts where 
the contractor has made substantial investments.  All revenue contracts, including renewals, 
are submitted to the Comptroller’s Office for approval.   
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Recommendation 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.   
 
Status - Implemented 
 
Agency Action - The handling and monitoring of all revenue contracts has been centralized and 

accounts receivable aging reports are prepared monthly and reviewed by the Vice-President 
of Finance and Administration, who provided us with copies of these reports.   

 
Recommendation 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.   
 
Status - Implemented 
 
Agency Action - A Rental and Commissions Report is now prepared.  It is reviewed by the Vice-

President of Finance and Administration quarterly.  In addition, Corporation officials now 
have service contractors’ Certified Public Accounting (CPA) firms annually attest to the 
commissions and/or rents paid to the Corporation.  They also require that the CPA firms 
audit the “Adjusted Gross Sales” as per the contract definition and express an opinion on the 
appropriateness, timeliness, and completeness of the payment amounts per the contract 
requirement.   

 
Recommendation 17 

 
Maintain a complete and accurate inventory of storage space that is rented and available for rent at 
the Convention Center.   
 
Status - Implemented 
 
Agency Action - The Accounting Department now maintains an inventory of storage space that has 

been rented and that is available for rent.   
 
 

Major contributors to this report were Myron Goldmeer, Harry Maher, Yelena Feldman and 
Danielle Marciano. 
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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 the Corporation for the courtesies and cooperation extended to our auditors during this 
process.   
 

Very truly yours, 
 
 
 

Frank J. Houston 
Audit Director 

 
 
cc: Edward B. MacDonald, Vice-President & Chief Financial Officer 
 Robert Barnes, Division of the Budget 


