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AUDIT OBJECTIVES 
 
Our objectives were to (1) determine whether 
the Albany Port District Commission (Port) 
complied with requirements for the 
procurement, use and disposition of its 
vehicles, and (2) account for all the vehicles 
owned by Port.   
 

AUDIT RESULTS - SUMMARY 
 
The Port is a public benefit corporation that 
manages commercial shipping activities and 
an industrial park at port facilities in the cities 
of Albany and Rensselaer.  The Port owns a 
total of 14 vehicles (generally cars and light 
duty trucks).   
 
We found the Port did not comply with 
certain requirements for the procurement and 
use of its vehicles.  For example, in 2001, 
Executive Order 111 stated that, by 2005, at 
least half the new light duty vehicles acquired 
by State agencies and public authorities 
should be powered by alternative fuels.  
However, none of the three new light duty 
vehicles acquired by the Port since the 
effective date of Executive Order 111 are 
powered by alternative fuels.  As a result, the 
Port is not doing its part in helping the State 
meet important energy-related goals.   
 
In addition, the Port’s own procurement 
guidelines require new vehicles to be 
purchased through State contracts unless a 
lower price can be documented elsewhere.  
While two of the Port’s new vehicle 
purchases met this requirement, the third did 
not.  In this instance, a new vehicle was 
purchased from a dealer at a much higher 
price (about $25,000) than the price available 
through the State contract (about $18,000).   
 
The Port has assigned two of its vehicles to 
employees.  The Internal Revenue Service has 

determined that personal use of an employer-
provided vehicle, including its use for 
commuting, should be considered income to 
the employee, and has issued guidelines for 
the calculation of this income.  We found the 
Port did not comply with these guidelines 
and, as a result, the employees’ vehicle-
related income may have been understated.  
We also found that the Port assigned one of 
its vehicles to a consultant.  We question the 
appropriateness of this arrangement and 
recommend the assignment be re-evaluated.   
 
We were able to account for all the vehicles 
owned by the Port, but noted that four of the 
vehicles did not have a logo identifying them 
as Port property.  We recommend such logos 
be added.  We also recommend that Port 
employees be provided with written policies 
and procedures regarding vehicle 
procurement, use and disposition.  Port 
officials indicated that such policies and 
procedures have been conveyed to the 
employees, but they have not been formalized 
in writing.   
 
Our report contains nine recommendations to 
improve vehicle management at the Port.  
Port officials agreed with all of our 
recommendations and have taken or are 
taking steps to address them.  
 
This report, dated June 5, 2007, is available 
on our website at: http://www.osc.state.ny.us. 
Add or update your mailing list address by 
contacting us at: (518) 474-3271 or 
Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236 
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BACKGROUND 
 
The Albany Port District Commission (Port) 
was established by legislation in 1925 as a 
public benefit corporation to develop Port 
facilities on the Hudson River at the cities of 
Albany and Rensselaer.  Accordingly, the 
Port manages commercial shipping activities 
and an industrial park.  During 2004, the 
Port’s operating revenue was $3.4 million and 
its operating expenses were $2.6 million.  The 
Port had fixed assets valued at $21 million 
and employed 35 staff (8 administrative, 5 
maintenance, and 22 part-time security). 
 
The Port is administered by a Board of 
Commissioners consisting of five members 
(four representing the City of Albany and one 
representing the City of Rensselaer).  The 
mayors of the respective cities nominate 
candidates; the Governor appoints candidates 
for three year appointments.  The 
Commissioners serve without compensation, 
but may be reimbursed for their necessary 
expenses such as travel.  
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Vehicle Accountability 

 
Port officials were able to account for all 14 
vehicles owned by and registered by the 
Department of Motor Vehicles (DMV) to the 
Port for the audit period.  However, there was 
a difference of one vehicle because the Port 
paid for the registration and it was not on 
DMV’s list.  In addition, four of the Port’s 
vehicles were not identified with a Port logo.  
The Port responded that it would correct this. 

Policies and Procedures 
 
Consistent with good business practices and 
the State Comptroller’s Statement of Internal 
Control, management should promulgate 
written policies and procedures for staff to 
follow in pursuit of desired business 
outcomes.  
 
Port officials indicated to us that policies and 
procedures pertaining to vehicles had been 
promulgated and conveyed to staff.  However, 
we found no indications that policies and 
procedure were in writing.  Providing policies 
and procedures in writing better ensures 
expectations are understood and are complied 
with.  In addition, certain IRS guidelines 
require that management establish its vehicle 
use policy in writing. 
 

Alternative Fuel Vehicles 
 

Executive Order 111 (EO 111), issued June 
10, 2001, requires most State agencies and 
public authorities (including the Port) to 
reduce their energy consumption by 35 
percent and to begin to shift their procurement 
of light duty vehicles on a gradual basis from 
those using traditional fuels such as gasoline 
to those using alternative fuels such as 
electricity, compressed natural gas, 85 percent 
ethanol etc.  Some vehicles can accept both 
traditional fuel sources and alternative fuel 
sources.  Such hybrid vehicles would fulfill 
the requirements of EO 111.  
 
EO 111 required that, by 2005, at least 50 
percent of new light duty vehicles acquired 
shall be alternative fuel models with a goal of 
100 percent procurement of alternative fuel 
vehicles by 2010.  EO 111 required covered 
entities to report on compliance and the 
reasons for non compliance commencing with  
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procurements of 2005 fiscal year vehicles.  
(Each entity must also report on efforts to 
reduce the impact of medium and heavy duty 
vehicles on the environment through reduced 
usage or alternative fuels.) 
 
The Port acquired three vehicles since the 
effective date of EO 111, but none of these 
use alternative fuel.  Consequently, the Port is 
not demonstrating compliance with EO 111 
expectations to shift procurements to 
alternative fuels.  In addition, the Port lacks a 
plan for compliance including a determination 
on which types of alternative fuel vehicles 
work best for its operations.  Port officials 
advised us that they are aware of EO 111, but 
the availability of alternative fuels is 
problematic as they generally purchase fuel 
from the City of Albany’s motor vehicle 
facility which provides gasoline and diesel 
fuel.  
 

Personal Use of Port Vehicles 
 
The Port has assigned three of its vehicles to 
individuals.  The Internal Revenue Service 
(IRS) has determined that personal use of an 
employer-provided vehicle, including its use 
for commuting, should be considered income 
to the employee.  IRS Publication 15-B 
provides for three ways to calculate income 
from the personal use of an employer vehicle 
as shown below.  In addition, IRS regulations 
require the employer to have a written use 
policy in place prohibiting any personal use 
other than commuting in order to use the 
commuting rule to determine income 
associated with the employee’s vehicle use.  
 

• Fair market value (based on what the 
employee would have to pay to lease 
the same vehicle), allocated between 
the employer and the employee based 
on the employee’s usage log, plus 5.5  

 cents per mile if the employer 
 provides the gasoline.  
 
• Cents-per-mile rule (multiplying a 

standard rate times the miles the 
vehicle was used for personal use)  To 
qualify for this rule, a vehicles fair 
market value when first used by an 
employee for personal use cannot 
exceed a maximum of $14,800 for 
2004.  The vehicle must be used at 
least 10,000 miles per year, or have a 
business use as its principal 
application.  

 
• Commuting rule (multiplying $1.50 

times each one-way commuting trip)  
To use this rule, the employer must 
have a written policy forbidding any 
personal use other than for commuting 
and de minimis use, and the employee 
cannot be a “control employee”  
(either an elected official or an 
employee earning over $128,200 in 
2004 or $131,400 in 2005.) 

 
According to the IRS, the amount of income 
from personal use of an employer provided 
vehicle can either be added to the employee’s 
W-2 or the employee can pay the employer 
the calculated amount.  One of the Port’s 
employees who is assigned a vehicle, 
reimburses the Port for his personal use of the 
vehicle through payroll deductions.  However, 
the amount of payroll deductions accounts for 
only about 130 roundtrip commuting trips per 
year for the employee.  This number of 
commuting trips is considerably less than the 
number of workdays this full-time employee 
would be working each year and raises 
questions about whether the Port is obtaining 
sufficient reimbursement for the personal use 
of its vehicle.  We could not make a precise 
determination in this matter because the Port 

 
 
Report 2005-S-35  Page 4 of 9 



 
 

 

 

does not require the employee to provide a 
record of commutation trips taken per year so 
that this can be reconciled to amounts 
deducted from the employee’s paycheck.   
 
Moreover, we found the Port did not have a 
written policy in place prohibiting any 
personal use other than for commuting as 
require by the IRS.  Accordingly, the Port was 
not entitled to use the IRS commuting rule to 
calculate the income associated with 
employees’ personal use of vehicles.  
 
Another Port employee was assigned a pickup 
truck for use including commuting to and 
from work.  For this employee, the Port made 
no determination of the income associated 
with personal use for commuting.  Port 
officials explained that the particular 
employee was in “on-call” status and, 
therefore, there was no need to account for the 
employee’s personal use of the vehicle for 
commuting.  However, the IRS guidelines 
only exclude the use of a pickup truck under 
very specific circumstances.  For example, the 
pick up truck must be marked with permanent 
decals, have a hydraulic lift gate or have other 
permanent modifications making it unlikely to 
be for personal use.  The pickup assigned to 
the Port employee did not have such features 
and the Port could not document its 
determination that the use of the pickup 
should be excluded from the commuting 
rules. The Port should document its 
determination and confirm this with the IRS.  
 
The third assignment of a Port vehicle was to 
a consultant.  Since the consultant was an 
independent contractor, the IRS rules would 
not apply. However, we question the 
appropriateness of assigning a Port vehicle to 
a paid consultant.  Port officials did not 
comment on this finding, but did agree to take 
corrective actions regarding the other two 
situations previously discussed.  

Procurement 
 

According to the Port’s Guidelines for 
Procurement Contracts, New York State 
Office of General Services (OGS) contracts 
should be used unless a better price can be 
documented by the agency.  During the audit 
period, the Port added five vehicles to its fleet 
as follows: 
 

• 1998 Ford Crown Victoria (Used, 
Loaned from the Albany Housing 
Authority) 

 
• 2003 Ford Dump Truck (State 

Contract) 
 
• 1993 Ford Pickup (Used, Unknown 

Origin, License Plate Issued April 
2003) 

 
• 2002 Dodge Durango (State Contract) 
 
• 2004 Jeep (Dealer Purchase) 

 
The purchase of the Jeep from a dealer cost 
about $25,000 and was approved by the 
Board of Directors for use by a security 
consultant.  However, the Jeep could have 
been purchased without options on OGS 
contract for $18,147 delivered.  As a result, 
the Port could have made a less costly 
purchase using OGS and accepting a base 
level model.  The two other vehicles procured 
during the audit period used OGS as required.  
 

Surplus Vehicles Sales 
 

Port officials advised us that their policy for 
vehicle sales is unwritten, but their practice is 
to put a for sale sign in vehicles and to place 
the vehicles in a fenced in area along a street 
leading the Port facility.  They also indicated 
that the sales price is determined by the fleet 
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manager based on information obtained from 
websites or newspapers that contain used 
vehicle values.  
 
We observed the location used to display 
vehicles for sale.  We believe that the location 
would receive little attention other than from 
those who happen to pass by or who learn 
from word of mouth that a vehicle at the 
location is for sale.  As a result, the public 
may have limited opportunity to know of the 
sale.  Port officials indicated that they have 
experienced no difficulty in selling at the 
location.  We recommend that the Port better 
assure the public is advised of vehicle sales 
by placing legal notice or classified 
advertisements in a local paper.  

 
Recommendations 

 
1. Make sure Port vehicles are identified 

with an appropriate Port logo.  
 
2. Establish written policies and procedures 

for the overall management of Port 
vehicles. 

 
3. Develop plans for compliance with EO 

111 and adhere to EO 111 requirements 
on reporting compliance or non 
compliance. 

 
4. Require employees to maintain a record 

of their personal use of Port vehicles so 
that it can be reconciled with any payroll 
deductions taken to reimburse the Port 
for such use. 

 
5. Establish a written policy prohibiting any 

personal use of Port vehicles for other 
than commuting and de minimis use.   

 
6. Document the decision that assignment 

of a Port vehicle to an employee in “on-
call” status negates IRS rules requiring 

income reporting for use of a vehicle by 
an employee for commuting.  Seek an 
IRS decision on this. 

 
7. Re-evaluate the decision to provide a 

consultant with a Port vehicle.  
 
8. Utilize OGS contracts for new vehicle 

purchases unless a lower price or other 
extenuating circumstances are 
documented to adequately justify not 
using such contracts.  

 
9. Improve public notice of surplus vehicle 

sales by placing legal notice or 
advertisements in a local newspaper.  
 

AUDIT SCOPE AND METHODOLOGY 
 
We conducted our audit in accordance with 
generally accepted government auditing 
standards.  Our audit covered the period May 
1, 2002 through the conclusion of our audit 
field work on July 7, 2005.  To accomplish 
our objectives, we compared the Port’s 
vehicle inventory and associated license 
plates to Department of Motor Vehicle 
(DMV) records; confirmed the existence of 
vehicles; reviewed surplus vehicle sales; 
verified compliance with procurement 
guidelines, including Executive Order 111 
pertaining to acquisition of alternative fuel 
vehicles; and tested for the proper reporting of 
personal use of Port vehicles in accordance 
with income tax reporting requirements.  
 
This audit is one in a series of audits 
regarding vehicle acquisition, use and 
disposition activities of 10 public authorities.   
 
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 
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Office of Operations.  These include 
operating the State’s accounting system; 
preparing the State’s 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.  

 
AUTHORITY 

 
This audit was performed according to the 
State Comptroller’s authority under Article X, 
Section 5 of the State Constitution.  
 

REPORTING REQUIREMENTS 
 
A draft copy of this report was provided to 
Port officials for their review and comment.  

Their comments were considered in preparing 
this final report, and are included as Appendix 
A.  Port officials agreed with all of our 
recommendations and have taken or are 
taking, steps to address them.   
 
Within 90 days after the final release of this 
report, as required by Section 170 of the 
Executive Law, the Chairman of the Albany 
Port District Commission 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.  
 

CONTRIBUTORS TO THE REPORT 
 
Major contributors to this report were Carmen 
Maldonado, Robert Mehrhoff, Santo Rendon 
and Joseph F. Smith.  
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