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RES. NO. 142:
By Council Members Moskowitz, Addabbo Jr., Foster, Jackson and Weprin.

TITLE:
Resolution adopting the rule amendments of the Procurement Policy Board to raise the small purchase limits for services, construction and construction-related services.

PROPOSED INT. NO. 111-A:
By The Speaker (Council Member Miller) and Council Members Jackson, Moskowitz, Addabbo Jr., Clarke, Fidler, Martinez, Nelson, Perkins and Seabrook.

TITLE:
A Local Law to amend the charter of the City of New York, in relation to public hearings on contract awards.

PROPOSED INT. NO. 112-A:
By The Speaker (Council Member Miller) and Council Members Jackson, Moskowitz, Clarke, Diaz, Martinez, Nelson, Perkins, Quinn, Recchia Jr., Seabrook and Stewart.

TITLE:
A Local Law to amend the Charter of the City of New York, in relation to small purchase reporting requirements.

On Tuesday, June 04, 2002, the Committee on Contracts conducted its second hearing regarding Res. 142, Proposed Int. No. 111-A and Proposed Int. No. 112-A.  At the hearing the Committee voted unanimously to send all three items to the full Council for its consideration.  The purpose of the resolution and two proposed local laws is to help New York City take important steps towards streamlining its complex procurement processes while improving government accountability.  The Committee’s first hearing regarding these legislative items was on April 15, 2002, at which the Committee heard testimony generally in favor of the proposals.

BACKGROUND

New York City’s current procurement policies are the result of nearly 15 years of reform efforts.  These reforms were a response to a procurement scandal that occurred in the mid-1980s and a legal challenge to the constitutionality of the City’s Board of Estimate.  Prior to these events, New York City’s procurement policy consisted only of a general common legal framework.  Agencies, while recognizing this framework, implemented these laws, but according to their own interpretations.  Contracting standards were therefore not clear.  This was particularly troublesome in the awarding of non-competitive city contracts.  The vagueness of the City’s procurement policy eventually resulted in a City and State investigation, which discovered that the Parking Violations Bureau had violated City procurement policies in letting a contract for handheld computers.  The ensuing review of New York’s procurement policies revealed a seriously fragmented process, which at best invited confusion, and at worst invited corruption.

Shortly after, the City’s contracting process suffered another blow.  In 1989, the Supreme Court declared that New York City’s Board of Estimate was unconstitutional.  Among other responsibilities, the Board of Estimate authorized contracts that were not awarded on the basis of lowest price alone.  This development, coupled with the aforementioned investigation, prompted a strong response from the Koch administration, which requested that procurement policy changes be instituted along with other changes in the overhaul of the City Charter.  To implement these changes, Mayor Koch formed the Mayor’s Office of Contracts (MOC) and established the Procurement Policy Board (PPB), to develop uniform rules, standards, and procedures for the contracting process.

The new standards and procedures were effective in rooting out corruption, but brought with them a host of other problems. The new rules created a system whereby a multitude of officers, agencies, and governmental divisions had a significant role in the authorization of any particular City contract.  Critics now argue that oversight authority has become excessively dispersed, slowing down even commonly used contracting procedures to as much as eight months.  The well-intentioned desire to root out corruption has come at the expense of efficiency in city contracting.

The problem of inefficiency in city contracting is no small matter.  According to recent estimates by the Citizen’s Budget Commission, New York City spent more than $8.6 billion for construction, goods, and services in fiscal year 2001 alone.  This amounts to nearly 20 percent of the City’s combined capital and operating expenses.  Thus, savings in this area of governmental operations through streamlining could be significant, and help the city in this time of budgetary deficits.  The Speaker and the Council have introduced this legislative package as a first step in their efforts to reform the City’s procurement process to make it easier and less costly for companies and human service providers to do business with the City while maintaining the integrity of the process. 

ANALYSIS

Res. No. 142 

Pursuant to Section 314 of the Charter, concurrent actions by the Council of the City of New York and the Procurement Policy Board are needed to establish dollar limits for small purchase procurements which are procurements of goods, services, construction or construction related materials that may be made without competition or public advertisement.  On June 12, 1997, the City’s Procurement Policy Board (PPB) voted to amend §3-08 (Small Purchases) of its rules and raise the small purchase procurement limits from $25,000 to $50,000 for the procurement of services and from $50,000 to $100,000 for the procurement of construction and construction-related services. Res. No. 142 calls for the Council to adopt these changes.  Res. No. 142 would, upon passage by the full Council, be considered the concurrent action necessary to trigger the change in the small purchase limits. Raising the limits would put more city contracts into the category of small purchases, thereby simplifying the processes for these contracts and avoiding many of the complexities associated with open market purchases.

Proposed Int. No. 112-A  

While raising the small purchase limits would help streamline the procurement process and save the City money, the Council recognizes that it must be coupled with a safeguard against abuse.  Proposed Int. No. 112-A would provide for greater public disclosure in relation to small purchases.  Small purchase procurements are currently not subject to the same type of scrutiny as competitively bid contracts.  Proposed Int. No. 112-A would require the Mayor or a designee to report to the Comptroller and to the Council information about all small purchases, including the type of work performed, the date the award of the procurement was made and the amount paid for the contract.  

Proposed Int. No. 112-A would require that the information in the report be culled from the data base that is required to be maintained by the Mayor and the Comptroller pursuant to section 6-116.2 of the Administrative Code.  As a result, only those contracts above $10,000 for construction-related procurements and other contracts over $15,000 would be included in the reporting requirement thereby eliminating the reporting of micro-purchases.  Further, it is specifically the intent of the Sponsors of Proposed Int. No. 112-A that the term “dollar amount” as it is used in the bill, means the original dollar amount of the small purchase award and, recognizing that on some occasions the dollar amount of the contract is modified, the amount of money that is ultimately spent for the small purchase.  

Proposed Int. No. 111-A 

Proposed Int. No. 111-A would increase the threshold for public hearings for contracts that are awarded through methods other than competitive sealed bid.  Currently, prior to entering into any such contract valued in excess of $100,000, agencies are required to conduct a public hearing to receive testimony regarding the proposed contract.  Further, under the current law, the head or deputy head of the agency must conduct the hearing personally.  Proposed Int. 111-A would dispense with the need for the agency head or deputy head to conduct the hearing.  The Sponsors of the bill believe this to be an inefficient use of the agency’s personnel.  

Proposed Int. No. 111-A would further obviate the need for a hearing altogether for such contracts valued at under $500,000 if no one from the public requests an opportunity to testify at such a hearing.  It has been reported to the Committee that only about 9% of the hearings on such contracts attract testimony from the public.  The public hearing process is time consuming and costly, and to conduct a hearing at which no one from the public appears to testify or comment seems unnecessary and wasteful.  Proposed Int. No. 111-A specifically does not dispense with such hearings.  Rather, Proposed Int. No. 111-A would, after ample notice to the public as to the availability of such a hearing, allow the agency not to conduct the hearing if no one from the public requests an opportunity to testify. 
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