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Dear Commissioner Sander:

Pursuant to the State Comptroller's authority as set forth in the State Constitution, the
General Municipal Law and the Unconsolidated Laws of the State of New York, we
have reviewed the actions taken by the New York City Department of Transportation
(DOT) to implement the recommendations contained in our prior audit report issued
June 15, 1994.

That audit addressed the shortcomings of the DOT internal control structure in regard
to its management of the street repaving program.  The audit scope included the
various phases  of the contracting process and the performance of in-house work crews.
In our report, we identified control weaknesses in the competitive bid procedures: in
announcing and awarding contracts; in the cost estimating and bid analysis functions;
in noncompliance with the New York City Procurement Policy Board rules;  and in a
need to improve the monitoring of the productivity of the street repaving crews.

We  also reported that vendors' bids were inexplicably below DOT estimates of
quantities of materials needed to do the required work.  Contractors with experience
working for DOT therefore enjoyed an advantage over less experienced bidders. 
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In addition, we concluded that the productivity of in-house work crews was not always
effectively monitored, observing during our visits to street paving sites that crews were
starting late, finishing early, and that workers were often inactive.  The prior audit also
disclosed that DOT's Street Smart information system did not always show accurate
ratings of the condition of City streets and included ambiguous information on the
status of contract work.  Similarly, evaluations of contractors' performance were not
done in accordance with rules of the Procurement Policy Board.

We now conclude from the results of our follow-up review that DOT has improved its
performance in:

C adhering to Procurement Policy Board Rules,
C procurement practices,
C inspecting work locations before they are included in a contract,
C evaluating contractor performance,
C ensuring the accuracy of the Roadway Construction Status Report.

Despite these accomplishments, we found that more needs to be done.  While nine of the
19 prior  audit recommendations have been fully implemented and two partially
implemented, six have not been implemented.  We did not follow up another due to little
activity in this area since the prior audit, and the remaining recommendation was no
longer applicable.

We found that DOT still needs to ensure that its bid estimates are more realistic.  DOT
must also ensure that better control and monitoring is exercised over work crews
(although, upon our identifying a lack of proper tracking of work crews during the
follow-up, one DOT Borough Commissioner immediately took corrective action).  We
still maintain that Street Smarts needs to reflect the status of completed contract work,
and its compatibility with the assessors' computers must improve until a superior data
base is installed.  These improvements are essential to better management of the road
repaving program and will lead to greater efficiency.  The issue of refunds for
overcharges on work permits cited in our earlier report remains unaddressed.

This follow-up was conducted between August and September 1995, at which time DOT
repaving practices, procedures, and transactions were reviewed. Additional background
information and details of our findings are contained in the attached Appendix.  We are
grateful to the staff of the New York City Department of Transportation for the
courtesies and cooperation extended to our auditors during this follow-up review.

Sincerely,

Rosemary Scanlon
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Follow-up Review of Audit Report A-14-93 on
Improvements Needed In Street Repaving Program

 Report A-14-95

Background

The New York City Department of Transportation's (DOT) Bureau of Highways is
responsible for maintaining approximately 5,700 linear miles of streets and arterial
highways.  In fiscal year 1996, the Bureau had 511 full-time resurfacing positions with
an expense budget of $44 million and a capital budget of $42 million.  

Maintaining and improving the City streets is usually done by resurfacing or
reconstruction.  If a  road needs to be resurfaced it often has to be milled first; this
involves grinding the road surface in order to maintain a 4" curb reveal and to remove
high spots or severe road crowning.  Resurfacing can involve the raising of street
hardware (sewer caps, catch basins, etc.), installation of pedestrian ramps (making a
section of curb level with the street to provide easier access for wheelchairs), limited
curb repair, and paving with a 1 1/2 or 2-inch overlay of asphalt.  Milling and
resurfacing is done either by in-house personnel or by outside contractors.
Reconstruction occurs when full replacement of the pavement (the top surface of the
road, usually asphalt), road base (usually cement), curb and sidewalk is needed.
Reconstruction is always contracted out.

Our follow-up review was conducted between August and September 1995.  We assessed
the extent of corrective action, if any, using the following standards: 

Implemented - auditee agreed with the recommendation, and we
verified that action had been taken to adopt the recommendation
or an alternative approach that achieves the same objective.

Partially Implemented - auditee agreed with all or part of the
recommendation, and we determined that action had been taken
that implemented specific parts of the recommendation. However,
there were other parts of the recommendations that the auditee
disagreed with or, if it had agreed, there was no evidence of
implementation.

Not Implemented - auditee disagreed with the recommendation,
or if it had agreed, there was no evidence of implementation action
being taken.
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Not Followed Up - recommendation not reviewed during our
follow-up review.

No Longer Applicable - Auditee took other action which rendered
the recommendation moot.

FOLLOW-UP OBSERVATIONS, BY RECOMMENDATION

The Department of Transportation should:

1. Adhere to Procurement Policy Board Rules time frames for the public
advertisement of the Invitation for Bids and for publishing the Notice of
Awards in the City Record.

Status - Implemented

Agency Action - Procurement Policy Board (PPB) rules require a minimum of 25
calendar days for the public advertisement of invitations for bids and 15 days for the publishing
of the notice of awards.  Both rules have now been complied with by the DOT Contract Section
adding one day to the 24 and 14 days, respectively, previously scheduled for these
advertisements.

2. Include an adequate description of the work scope and location in the
Notice of Solicitation to give potential bidders an accurate depiction of
the work involved.  Mail the Notice of Solicitation to all potential bidders
at the same time.

Status - Implemented

Agency Action - The Contract Section included a full description of the contracts
in the notice of solicitations, including the nature of the work, its scope, and the
specific location.  The Agency Chief Contracting Officer (ACCO)  verbally assured
us that the notice of  solicitations were mailed to all potential bidders at the same
time.  However, the Contracts Section does not record the date a notice is mailed
or otherwise distributed to a particular vendor.

3. Maintain all required bid and contract documents.

Status - Implemented

Agency Action - The auditor's review of contract files selected at random for two
street repairs and one street reconstruction project confirmed that the Contract
Section maintains all required bid and contract documents.
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4. Use bidders lists where appropriate.

Status - Implemented

Agency Action - The auditor's review of DOT's Automated Purchasing System
revealed that the Contract Section maintains a computerized bidders list for
street construction/repair contractors showing the vendors name, address, ID,
telephone number, gender and ethnic status. 

5. Centralize its procurement function under the Agency Chief Contracting
Officer.

Status - Implemented

Agency Action - DOT's procurement function within the Accounting
Management Group has been centralized under the ACCO.  

6. Strengthen controls by preparing written procedures for the bid opening
process that would include:

C Taking attendance of all persons in the room along with
their affiliation.

C Separating the bid participants from DOT personnel
conducting the bid opening.

C Tape-recording the entire bid opening and announcing the
official opening and closing time on the tape.

Status - Partially Implemented

Agency Action - The Contract Section updated its procedures for the bid opening
process.  However, these procedures did not specify that a statement be read on
the tape announcing the actual closing time for the receipt of bids.  Our review of
the bid tapes for three contracts revealed that the closing time was announced for
two but not the third. 

7. Save all envelopes in which bids were received.  Indicate on the bid
sheets or the envelope the date and time it was received and opened.

Status - Not Implemented
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Agency Action - The Contract Section disagreed with this recommendation
stating that it had no reason to save the bid envelopes since the information on
the envelopes is included on a receipt form DOT has been preparing since late
1991.  Our review of the three sample contract folders disclosed that stamped bid
submission receipts were maintained.  However, we believe that the envelopes
should be retained.

8. Prepare written evaluations of unit bid prices when the variances of the
lowest bid from the DOT estimates are above or below a predetermined
percentage.  When the lowest bidder's unit prices are not in line with the
prices of the other bidders, ascertain why and determine whether it is in
the best interest of the City to rebid the contract or negotiate for lower
prices.

Status - Not Implemented

Agency Action - DOT has not taken action to implement this recommendation
asserting that it lacks the additional staff needed to prepare written evaluations.
However, see agency action for Recommendation 10.

  
 9. Ensure that its estimates are more realistic.

Status - Not Followed-up

Agency Action - We were unable to review the status of this recommendation as
only one contract had been completed since our original audit report was released.
Thus there would not have been an adequate number of files for a follow-up
review reaching a supportable conclusion.

10. Examine the State system of analyzing bids and determine its feasibility
for the City.

Status - Partially Implemented

Agency Action - DOT did not examine the State system.  It sought alternative
means of addressing this issue by instructing an engineering firm which already
has an engineering service agreement with DOT to develop a bid scope analysis
system.  The proposed system is supposed to automatically generate a
memorandum of bid, record bids in a more accurate manner, and analyze the bids.
Neither the criteria for doing the analysis nor the time frame for development of
this system has been determined since the Office of Management and Budget has
not yet approved the new contract award.
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11. Instruct  its field supervisors to ensure that crews work the full day.  If

the actual resurfacing work is delayed in starting or ends earlier than
the scheduled ending time, it should find other work for the crews such
as cleaning equipment, maintenance, etc.  Overtime should be kept to a
minimum and be approved beforehand by the supervisors.

Status - Partially Implemented

Agency  Action - In order to address this issue, DOT implemented a new
computer system in September 1994.  Field Information Tracking System (FITS)
provides each of the five boroughs with the ability to allocate and track its
personnel,  measure their productivity, and report on critical management
indicators relating to all resurfacing and maintenance activities.  FITS also
provides on-line access to data and printed reports that enables managers to
monitor, analyze and make policy decisions about their operations.  DOT also has
implemented  new procedures which aid in the management of work crews.
Although FITS is available to address manpower issues, we observed that DOT
still uses a manually prepared weekly  schedule, which, until the time of our
follow-up, was not frequently updated during the week.  DOT stated that it is
working on this issue.

12. Ensure that changes in Proposed Work Schedules for work locations
should be forwarded to DOT's main office on the days changes occur.
This  provides better control and accountability over the crews and
allows all appropriate DOT personnel to contact and find the crews if
necessary.

Status - Not Implemented

Agency Action - To determine if this recommendation was implemented, we
visited scheduled locations of the Queens work crews.  We located one crew at its
assigned location in the morning but were unable to locate that same crew or
other crews at scheduled locations in the afternoon.  After advising the borough
office of our difficulties, we were informed that the scheduled locations for several
of the crews had changed without being communicated to the borough office.  As
a result of our follow-up visit to the work sites, a new procedure was immediately
instituted which, when followed, implements the thrust of this recommendation.
This  new procedure mandates that when a scheduled  location change is made,
the  Borough Commissioner's office as well as the Borough Commissioner
personally is notified. 
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13. Inspect proposed work locations before they are included in a contract.

Status - Implemented

Agency Action - A review of the Queens Resurfacing Locations included in the
fiscal year 1996 Managed Contract Competition verified that proposed work
locations were inspected  before they were put out for contract.

14. Correct Street Smarts [the computer system which DOT previously used
as  its primary system to track street resurfacing] by removing the
designation "completed" from streets deleted from contracts, and adding
the contract number and completion dates for work actually completed.

Status - Implemented

Agency Action - We were told that Street Smarts is an interim system which will
be phased out when the Management Oriented Street Attribute Information
Control System (MOSAICS) is fully operational.  The MOSAICS database includes
contract numbers and dates for work actually completed.

15. Enter contracted work into Street Smarts after the work  is completed.

Status - Not Implemented

Agency Action - DOT continues to disagree with this recommendation, repeating
its original response to our audit that it is important that planned street work be
entered into the system before the actual work is performed so that potential
conflicts  between street cut permits and other projects can be identified.
However, DOT's response to this recommendation in the prior audit report did
agree that the data in the data base should distinguish planned work from
completed work.  This has not been done but we were told DOT will re-instruct
staff to properly record the work status.

16. Determine if assessors' computers can be more compatible with Street
Smarts.

Status - No longer Applicable

Agency Action -  Since Street Smarts is an interim system which will be phased
out,  this recommendation is no longer applicable.  The permanent system,
MOSAICS, is compatible with the assessors' computers.



APPENDIX
Page 7 of 7

17. Issue refunds for the overcharges on work permits cited in this report.

Status - Not Implemented

Agency Action - DOT agrees with this recommendation, but needs additional
resources to go through contracts to determine if permits have been incorrectly
issued.

18. Evaluate contractor performance as required by the Procurement Policy
Board Rules.

Status - Implemented

Agency Action - We determined that DOT has been complying with
Procurement Policy Board Rules regarding evaluating contract performance.  We
made this determination by selecting a sample of five resurfacing contracts from
the Roadway Construction Monthly Status Report.  DOT furnished us with copies
of the required evaluations for each of the five sample contracts.

19. Assign a Project Engineer the responsibility of ensuring the accuracy of
the Roadway Construction Status Report.

Status - Implemented

Agency Action - DOT has designated an engineer from the Roadway
Construction Unit of the Bureau of Bridges and Highways as the Project Engineer
responsible for ensuring the accuracy of the Roadway Construction Status Report.


