
 
 

ALAN G. HEVESI 
COMPTROLLER 

 
 

STATE OF NEW YORK 
OFFICE OF THE STATE COMPTROLLER

 
 

110 STATE STREET 
ALBANY, NEW YORK   12236 

 
December 19, 2006 

 
 
Mr. Anthony Coscia 
Chairman 
Port Authority of New York and New Jersey    
225 Park Avenue South 
New York, NY 10003-1604 
 

Re:  Report 2006-F-25 
 
Dear Mr. Coscia: 
 

Pursuant to the State Comptroller’s authority as set forth in Section 7071 of the 
Unconsolidated Laws of New York, we have followed up on the actions taken by officials of the 
Port Authority of New York and New Jersey to implement the recommendations contained in 
our audit report, Awarding and Monitoring of Consultant Contracts (Report 2004-S-7).   
 
Background, Scope, and Objective 
 

Our initial audit report, which was issued on May 2, 2005, examined the awarding and 
monitoring of consultant contracts by the Port Authority of New York and New Jersey (Port 
Authority) during calendar years 2002 and 2003.  We found that the Port Authority monitored 
and evaluated contractor performance appropriately.  However, we identified a number of 
significant weaknesses in the Port Authority’s contract award practices.  For example, proposals 
from prospective contractors were not properly accounted for, were opened as they arrived 
(rather than all at one time), and were not always evaluated in a consistent manner.  In some 
instances, the method to be used in evaluating proposals was not documented and, in other 
instances, the method was changed without the required management approval.  We 
recommended that a number of improvements be made in the Port Authority’s contract award 
practices.  Furthermore, although the Port Authority has guidelines for the contract award 
process, we found they were not always followed for the contracts we reviewed, creating the risk 
of abuse.   

 
The objective of our follow-up, which was conducted in accordance with generally 

accepted government auditing standards, was to assess the extent to which the seven 
recommendations included in our initial report were implemented as of October 18, 2006.  One 
original recommendation was deleted from the initial report. 
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Summary Conclusions and Status of Audit Recommendations 
 

We found that Port Authority officials have made some progress in correcting some of 
the problems we identified.  However, additional improvements are needed.  Of the seven audit 
recommendations (Recommendation 1 was deleted from the initial report), two have been 
implemented, four have been partially implemented, and one has not been implemented. 
 
Follow-up Observations 

 
We requested records pertaining to 20 contracts awarded after May 2, 2005 (the date of 

the initial report).  One file was not provided.  Our review of the 19 contracts determined that 
five were awarded prior to May 2, 2005 and removed from the sample.  The audit results are 
based on the 14 remaining contracts. 
 

Recommendation 1 
 
Deleted from the initial report. 
 

Recommendation 2 
 
Maintain adequate records to account for all proposals received, and open all proposals at one 
time on the deadline date. 
 
Status - Partially Implemented 
 
Authority Action - The Port Authority used a “Public Bid Opening Attendance Record” to record 

the date the proposals were opened.  For 12 of the 14 contracts the records show they 
were opened on the same date and two did not.  There was no form for the other two 
contracts.  

 
Recommendation 3  

 
Ensure the methodology for evaluating proposals for all contracts is prepared before sending the 
RFP. 
 
Status - Implemented 
 
Authority Action - Inter-office correspondence and RFP methodology dates were examined to 

ensure that the Port Authority prepares methodology and evaluation criteria before 
sending the RFP.  We did not find any changes in methodology or evaluation criteria 
after the RFP due date or after the proposals were received for the 14 contracts.   
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Recommendation 4  
 
Evaluate proposals in a consistent manner and adhere to the methodology that was established 
prior to sending the RFP.  Adequately document any reasons for deviating from the established 
methodology, and receive the approval of the procurement director. 
 
Status - Partially Implemented 
 
Authority Action - The 14 files reviewed did not contain changes in the methodology or 

evaluation criteria after the issuance of the RFP.  However, addenda, with the approval of 
the Manager (not the Director) of Procurement Services, were distributed to vendors 
regarding due date and other changes such as contractual language.   

 
We also noted that the “best buy/value basis” clause incorporated in the evaluation 
criteria - yet not assigned a weight - would allow reviewers of the proposals to change the 
assigned weights of the evaluation criteria.  In effect, this allows the reviewers to change 
the evaluation results.  Although it may be used to award contracts to the lowest bidder, it 
can also be used to prevent the firms with the best scores from receiving an award.  As a 
result, the Port Authority should carefully document the use of this clause.  Five of the 14 
contracts reviewed had cost as a “best buy/value basis” clause.  From the information 
provided we could not determine whether awarding a contract based on a “best buy/value 
basis” always resulted in the lowest proposal being accepted by the Port Authority.  
 
We believe that proper documentation was not provided to support the Port Authority’s 
decision not to award the contract to top ranking firms.  When cost is not assigned a 
weight, it should be clearly defined when the RFP is prepared to maintain the 
transparency of the process.  For example, of the 14 contracts reviewed, just 9 of the 
vendors awarded a contract were ranked number 1 based on the evaluation criteria.   

 
Recommendation 5 

 
Document negotiations where there is a change in the ranking of firms, and provide all affected 
firms an equal opportunity to negotiate. 
 
Status - Not Implemented 
 
Authority Action - Every procurement file includes a folder labeled “Negotiation Documents.” 

The Procurement Department documents every “top ranked” firms’ attempt to negotiate 
the prices that were proposed initially.  However, the score that categorizes a firm as “top 
ranked” or the criteria used to determine the cut-off level among all firms submitting 
proposals is not defined or documented.  We also noted that the Port Authority attempts 
to negotiate only with firms “whose proposals scored well” and not every firm that 
submitted a proposal and could be affected as a result of the negotiations.  Moreover, 
only the final ranking is included in the procurement files, the initial ranking is not kept 
in the file.  Consequently, it is difficult to discern whether the negotiations and cost 
reductions impacted the final ranking.   
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Recommendation 6  
 
Obtain an adequate number of proposals from firms to achieve the best possible price for the 
required level of service.  Prepare in-house estimates for comparison with the proposals. 
 
Status - Partially Implemented 
 
Authority Action - Of the 14 contracts reviewed, 4 received fewer than 5 proposals.  However, 

all four RFPs were advertised in newspapers with major circulations, such as the New 
York Times, the Newark Star Ledger, and the Bergen Record as well as the New York 
State Contract Reporter.  From the review of the selected sample of RFPs and “Call-In” 
contracts, we determined that the Port Authority has taken steps to receive adequate 
levels of proposals.  The Port Authority maintains its position regarding not having to 
prepare in-house estimates for “Call-In” contracts.  

 
Recommendation 7 

 
Retain, for a reasonable period, the proposals of firms that do not receive a contract. 
 
Status - Implemented 
 
Authority Action - On October 10, 2006, the Procurement Department of the Port Authority 

provided us with copies of its Records Retention Manual and Receipt and Safeguarding 
of RFP policy.  The Record Retention Manual states that "All records unless otherwise 
noted are [retained for] 10 years after final payment, then reviewed."  These records 
include agreements and consultant contracts.   

 
On October 26, 2006, Procurement personnel indicated that the term “all records” include 
failed bids and proposals, and on November 7, 2006 they provided an example of a failed 
proposal that was retained from a date close to May 2, 2005.  The sample contained CDs 
with the documents of four bidders that failed to get the contract.  We saw similar CDs in 
the contracts reviewed by us. 

 
Recommendation 8 

 
Verify that all firms paid their employees the actual hourly rates billed to the Port Authority. 
 
Status - Partially Implemented  
 

Authority Action - Based on explanations from Port Authority officials, we concluded 
that our recommendation would have applied to 81 of 948 active contracts.  
However, the Port Authority audited only seven of these contracts between 
August 2004 and January 2006. 
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  Major contributors to this report were Santo Rendon and Dino Jean-Pierre. 
 

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 Port Authority of New York and New Jersey for the courtesies and cooperation 
extended to our auditors during this process. 
 

Very truly yours, 
 
 
 

       Robert C. Mehrhoff 
       Audit Manager 
 
 
cc:  Joseph A. Tobia, PANYNJ 
 Lisa Ng, Division of the Budget 
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