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Dear Mr. Daly:

According to the State Comptroller’s authority as set forth in Section 1, Article V of the State
Constitution and Section 8, Article 2 of the State Finance Law, we reviewed the actions taken by
officials of the New York State Department of Transportation (Department), as of January 15, 1997
to implement the recommendations included in our prior audit report 94-S-51.  The prior report was
issued on May 30, 1995.  It was about the Department’s management of its capital program at Stewart
Airport.

Background

Stewart Airport is a former United States Air Force base located on 10,000 acres in the
Newburgh, NY area.  Since April 1, 1983 the Department has owned the Airport.  The Department’s
Aviation Division is responsible for the operations and capital programs at the Airport.  The Division’s
overall objectives are to develop Stewart Airport, to provide air transportation at a reasonable cost, and
to foster economic development.

Beginning in February 1985, the Department contracted with Airport Group of New York, Inc.
(formerly Lockheed Air Terminal of New York, Inc.) to manage and operate the Airport.  The contract
states that the Department is responsible for several activities with respect to the capital program
including to:

C develop, operate and use Stewart Airport properly and in the public interest;

C decide which capital projects will be undertaken, and to decide when State resources will be used
or other professional services will be required;
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C ensure Airport Group of New York, Inc. follows all bidding procedures and obtains all approvals
required by law;

C approve all projects before work proceeds, and;

C ensure all contracts, supplemental contracts, and change orders executed by Airport Group of New
York, Inc. have the approval of the Department and the State Comptroller before any State
payments are made.

The Department has a five-year capital plan for Stewart Airport that is updated annually.  The
plan is based on anticipated need and available funding from the State and the Federal Aviation
Administration’s (FAA) Airport Improvement Program.  Generally, about 90 percent of the funding is
obtained from the FAA.

As of May 31, 1996 the Department has approved over $61 million in capital projects at
Stewart Airport.

Summary Conclusions

In our prior audit, we found that improvements were needed in the internal control system
relating to capital projects at Stewart Airport.  We also determined that certain capital projects were not
always completed according to plans.

In our follow-up review, we found that Department officials have addressed all of the concerns
identified in our prior audit report.  Internal controls have improved by assigning a project manager to
each capital project, competitively selecting consultants/engineers for capital projects, and administering
capital projects at Stewart according to Department guidelines.

Summary of Status of Implementation

Department officials have fully implemented eight of our nine prior audit recommendations.
The remaining recommendation is no longer applicable.

Recommendation 1

Competitively select consultants, or document the reasons why consultants are not
competitively selected.

Status -  Fully Implemented

Agency  Action - The Department now uses consultant retainer agreements for capital projects
at the Airport. Every three years, three consultant/engineering firms enter into retainer
agreements with Stewart Airport.  Under the agreement, these three firms will be used for all
capital projects at the airport for the next three years.  Firms are selected through a competitive
process, considering such things as qualifications, experience, and cost.  The Department is
responsible for determining which three firms are selected for the retainer agreement.

Recommendation 2
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Perform risk assessments of the Airport capital program.

Status - Fully Implemented

Agency Action - All Divisions of the Department perform risk assessments, including the Passenger
Transportation Division which is responsible for Stewart Airport.  A review of risk assessments
revealed that the Airport Capital Program is included in the assessments.

Recommendation 3

Develop formal procedures for administering the Airport capital program.

Status -  Fully Implemented

Agency Action - Capital projects at Stewart are now administered the same as other projects at
the Department and follow Department guidelines.  Also, all capital projects are now assigned
a project manager.  Project managers are Department employees located at Stewart Airport.

Recommendation 4

Develop an information system to track the progress of capital projects and compare actual
performance to established milestones.

Status -  Fully Implemented

Agency Action -  Department officials at Stewart Airport have developed a system to monitor
capital projects at the Airport.  The system uses a time line for each project, with key dates
identified for such things as completing design and beginning construction.  In addition, Airport
projects are now being included in the Department’s Project Management System, which
monitors the progress of capital projects and compares actual performance to established
milestones.

Recommendation 5

Maintain a complete set of records for each capital project.

Status -  Fully Implemented

Agency Action - All capital project records are now maintained by Department employees at the
Airport.  In addition, each project is assigned a project manager.
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Recommendation 6

Routinely provide the Task Force with all relevant information about capital project
problems and use the Task Force to identify timely solutions to the problems.  

Status - No Longer Applicable

Agency Action - The Capital Projects Task Force no longer exists.  Department officials believe
there no longer is a need for the Task Force because a project manager has been assigned to
each project.  In addition, Department officials stated that the Task Force was created for capital
projects relating to the conversion of the Airport to commercial travel.  Because this has been
completed, the Task Force is no longer necessary.

Recommendation 7

Establish methods to monitor the procedures in place to ensure the internal control system
is working as intended.

Status - Fully Implemented

Agency Action - As noted in previous recommendations, Department officials have improved
internal controls over capital projects at the Airport.

Recommendation 8

Develop performance standards for the capital program at Stewart Airport and monitor
program performance against these standards.

Status - Fully Implemented

Agency  Action - Performance standards for capital programs are now the same as any capital
project administered by the Department.  These performance standards focus on completing
projects on time and within budget.

Recommendation 9

Ensure that sites are thoroughly surveyed before beginning design and avoid significant
deviations from the originally approved scope of capital projects.

Status - Fully Implemented

Agency Action - Department officials now devote more attention to the development of initial
project scopes.  The Department now produces a Scoping of Project document which is
developed with the selected consultant to further refine and agree on the project scope.  The
Scoping of Project document also addresses environmental issues, which were often overlooked
in the past.



-5-

Major contributors to this report were Carmen Maldonado, Frank Russo, Brian Reilly and
Robert Backus.

We’d like to thank the management and staff of the Department for the courtesies and
cooperation extended to our auditors during this review.

Yours truly,

David R. Hancox
Director of State & NYC Audits

cc: Patricia A. Woodworth


