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Dear Mr. Degnan:

Pursuant to the State Comptroller’s authority as set forth in Section 7071 of McKinney’s
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 (Port Authority) to implement the recommendations

contained in our prior audit report, Vehicle and Heavy Equipment Purchase Program (2009-5-32).

Background, Scope and Objective

The Port Authority, established in 1921, has the mandate to promote and protect the
commerce of the bi-state port and to undertake port and regional improvements not likely to be
financed by private enterprise or to be attempted by either state alone. It manages a network of
aviation, ground transportation infrastructure, and seaport facilities.

The Port Authority operates a fleet of vehicles and heavy equipment. As of June 7, 2014,
the fleet comprised 3,170 vehicles and pieces of heavy equipment, including 558 items identified
for disposal and 96 new items on order. The fleet includes passenger vehicles, vans, SUVs,
and pick-up trucks that are generally used for employee transportation, security patrols, small
maintenance tasks, and other similar uses. Larger vehicles, such as trucks and trailers, are used
for facility maintenance work, including snow plowing, emergency response, hauling of debris,
and some construction projects. Heavy equipment items include runway snow blowers, fork lifts,
and backhoes.

The fleet is managed by the Central Automotive Division (CAD), which is part of the
Operations Services Department. CAD is responsible for monitoring the condition of the vehicles
and equipment in the fleet, addressing the needs of operating units, and working with the
procurement department to obtain items that best fit the Port Authority’s needs.



CAD has written procedures that require staff to perform certain steps prior to purchasing
new vehicles and equipment. Once these steps are completed, a document referred to as an
Automotive Equipment Purchase Program (Purchase Program) is submitted annually to the
Executive Director for authorization. For the three years ending December 31, 2014, the Port
Authority budgeted $61.7 million for purchasing vehicles and heavy equipment. As of August 1,
2014, the Port Authority authorized the purchase of 635 vehicles totaling $60.2 million.

The Port Authority also contracts for car service, and rents vehicles and heavy equipment
used for tasks such as construction, loading materials, and snow removal.

Our initial audit determined that the Port Authority generally did not follow required
procedures to ensure that the acquisition of vehicles and heavy equipment was justified.
In addition, the Port Authority included funds for vehicle and equipment rentals in its annual
Purchase Program. We also found that the car service contract amounts were excessive compared
to the amount the Port Authority actually spent.

The objective of our follow up was to assess the extent of implementation, as of September
17, 2014, of the eight recommendations included in our initial report.

Summary Conclusions and Status of Audit Recommendations

We found that Port Authority officials made some progress in correcting the problems we
identified in our prior audit report. However, additional improvements are needed. Of the eight
prior audit recommendations, two were implemented, three were partially implemented, and
three were not implemented.

Follow-Up Observations

Recommendation 1

Enforce and monitor the requirement to document the reasons for purchasing new items (including
mechanic’s reviews, assessments and cost benefit analysis for items designated for replacement)
prior to submitting the Purchase Program for approval.

Status - Partially Implemented

Agency Action - We selected a judgmental sample of 20 items purchased between 2011 and
2014, totaling $2.9 million, and reviewed their associated files. Of the 20 items, 12 had
documentation showing the need for the new item or that the cost benefit analysis and
mechanic’s assessment were completed prior to the purchase of the replacement vehicle.
The cost benefit analysis and mechanic’s assessment were done after the purchase of
the replacement vehicle for four items. The remaining four did not have documentation
showing the need for the new items or that the review and assessment were done. Port
Authority officials explained that one item was purchased using Federal Emergency
Management Agency (FEMA) money.



Recommendation 2

Document the planning process to include a record of meetings, decisions and analysis regarding
the vehicle and heavy equipment Purchase Program.

Status - Partially Implemented

Agency Action - Port Authority officials did not document internal meetings held about the
Purchase Programs. However, they maintained minutes for meetings with facilities
regarding the Purchase Program. They also maintain some Excel spreadsheets on their

network pertaining to the purchase program process.

Recommendation 3

Strengthen monitoring and increase oversight of the rental process, including making the Central
Automotive Division adequately involved in the rental process.

Status - Partially Implemented

Agency Action - The latest version of the Port Authority’s Passenger Vehicle Program is dated
August 17, 2010 and does not include any language pertaining to the rental process. We
reviewed the automotive request forms used to request rentals for the period April 1,

2013 to June 19, 2014 and found that all justifications and approvals were entered.

Recommendation 4

Develop rental policy and procedures that adequately define the rental process and the
responsibilities of the involved parties, including clarifying the methodology for estimating the
amount required for rentals. Train staff who participate in the rental budgeting process to follow
this methodology.

Status - Not Implemented

Agency Action - The Port Authority provided us with the Passenger Vehicle Program dated August
17, 2010, however, it does not mention the rental process.

Recommendation 5

Instruct supervisors to only approve automotive request forms that are complete.
Status - Implemented

Agency Action - We reviewed the automotive request forms used to request rentals for the period
April 1, 2013 to June 19, 2014 and found that all justifications and approvals were entered.



Recommendation 6

Analyze equipment rentals over time to determine if they are repetitive and if it is better to
purchase the equipment.

Status - Not Implemented

Agency Action - Port Authority officials provided a list of rental equipment they use to conduct
daily business operations from January 2011 to June 2014. We noted that they use rented
equipment on a continuous basis. However, Port Authority officials did not provide an

analysis showing whether it is better to purchase the equipment.

Recommendation 7

Estimate contracted car service needs based on an analysis of actual past spending trends and use
these figures when entering into future contracts.

Status - Not Implemented

Agency Action - Port Authority officials provided documentation of car service expenditures
totaling $199,909 for calendar years 2011 to 2013. However, the actual past spending
trends were not used to estimate contracted car service needs. Our review showed that
the contracts for car services for the subsequent three-year period, April 23, 2014 through
April 22, 2017, totaled $931,425.

Recommendation 8

Review future Purchase Programs to ensure car service is not included.
Status - Implemented

Agency Action - We reviewed the Port-Authority’s Purchase Programs for calendar years 2011,
2012, and 2013 and there were no funds for car service.

Major contributors to this report were Abe Fish, Christine Chu, James Eugene, Daniel
Bortas, and Jean- Renel Estime.



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 for the courtesies and cooperation extended to our auditors during
this process.

Very truly yours,

Carmen Maldonado
Audit Director

cc: R. Sudman, Audit Director
A. Levine, Assistant Director
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