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Introduction
On May 29, 2013, the Committee on Contracts (the Committee), chaired by Council Member Darlene Mealy, will hold an oversight hearing concerning possible bottlenecks in the City’s contracting process, and how any such bottlenecks might be ameliorated.  Representatives from the Mayor’s Office of Contract Services, the New York City Comptroller, advocates, and interested members of the community are invited to testify.
Background 

New York City has among the largest contracting budgets in the world, having procured over $10.5 billion of goods and services in fiscal year 2012 alone.
 Depending on the size and scope of a contract, the process for finding a vendor and having a contract approved can be relatively short and simple, or it can be very complex and time consuming. For example, a contract under $5,000 for a simple service such as painting an office is largely under the contracting agency’s discretion, with no requirement that there be a competitive bidding process or approvals from oversight agencies such as the New York City Comptroller or the Mayor’s Office of Contract Services.
 On the other hand, a $1 million construction project is likely to require a more protracted process, including an extensive pre-solicitation review process which includes an analysis of the market, a competitive bidding process which must run for at least 15 days, a thorough vetting of vendors including a determination of whether vendors are responsible, approval from the Mayor’s Office of Contract Services, and the registration of the contract with the Comptroller before it can be finalized, which itself takes up to 30 days. 
 
Beyond the basic procedures outlined above, there are a myriad of other laws and regulations with which contracting agencies must comply, such as the Wicks Law, which requires elements of construction projects over a certain size to be split among several vendors, the MWBE law, which requires agencies to make best efforts at ensuring that minority and women owned businesses are treated fairly in the awarding of City contracts, and Local Law 63, which requires agencies to conduct a cost/benefit analysis of doing work in-house versus outsourcing it, if contracting out a service has the potential to displace City workers. 
In most instances, the way that an agency must comply with these procedures, laws, and regulations are spelled out in the City’s Procurement Policy Rules, promulgated by the Procurement Policy Board, which go into great detail about, among other things, how bids are to be requested and how vendors are to be vetted.  As an agency complies with the Rules, it can take months from the time that an agency determines that it needs to contract out for goods or services to the time that a contract is finalized and the work can begin. In FY12, the average time between public solicitation and contract finalization for competitive bids was 176 days, an increase of 11 days from the previous year.

Individually, the purposes of these rules and regulations are to ensure that the City gets the best price for goods and services at the best quality, to ensure that vendors are treated fairly (for example, by promoting equitable use of minority and women-owned businesses), and to create a system of checks and balances to prevent and catch fraud and corruption. Taken together, however, these rules and regulations can sometimes work at cross purposes, creating administrative bottlenecks that may result in excessive delays before a contract is approved, costlier goods and services, and a diffusion of responsibility that can increase the risk that corruption or fraud will go undetected. For example, a longstanding problem faced by the City’s human services vendors has been that the approval process for human services contracts is too long and cumbersome, resulting in delayed payments and workarounds, such as a special City loan program in lieu of timely payment so that vital human services can continue to be provided in the interim. 
 Another longstanding problem has been that change orders for construction projects can take months to complete, which has been estimated to increase the total cost of such projects by as much as 14%.
 

Procedural rules and regulations protecting the integrity of the contracting system are crucial, and many have been put into place to address identified weaknesses in the contracting system. Competitive bidding, Local Law 63 and the MWBE law help ensure that the process is fair and that the City gets the lowest price that it can, while vendor vetting reduces the risk that a selected vendor is corrupt or will be incapable of doing the job. It is nonetheless important to have periodic reviews of how the system is functioning.

Objectives 
The Committee seeks to review the City’s procurement process to determine whether any unnecessary bottlenecks may exist that hamper the City’s ability to obtain the best price and quality for its tax dollars, while minimizing the risk of corruption, fraud, and waste. In addition, the Committee intends to explore whether any aspects of the procurement process might be adapted to make the system more efficient, without compromising its integrity.
� See Executive Summary of Agency Procurement Indicators, Fiscal Year 2012 Report, City of New York.


� HYPERLINK "http://www.nyc.gov/html/mocs/downloads/pdf/Fiscal2012ProcurementIndicators.pdf" �http://www.nyc.gov/html/mocs/downloads/pdf/Fiscal2012ProcurementIndicators.pdf�. 


� See § 3-08, New York City Procurement Policy Rules, p91.


� HYPERLINK "http://www.nyc.gov/html/mocs/ppb/downloads/pdf/April2010rulesmodifiedMar2011pdf.pdf" �http://www.nyc.gov/html/mocs/ppb/downloads/pdf/April2010rulesmodifiedMar2011pdf.pdf�. 


�See New York City Procurement Policy Rules. Chapter 2 discusses the procurement process, and Chapter 3 discusses methods of source selection.


�See Agency Procurement Indicators Fiscal Year 2012 Report, City of New York, pvi.





� Transcript, Oversight - Update on the HHS Accelerator, Committee on Contracts, 2/25/2013, pp25-26.


� HYPERLINK "http://legistar.council.nyc.gov/View.ashx?M=F&ID=2367563&GUID=7B6D66A6-FE39-4D15-B3B8-169408A4CB98" �http://legistar.council.nyc.gov/View.ashx?M=F&ID=2367563&GUID=7B6D66A6-FE39-4D15-B3B8-169408A4CB98�. 


� See Press Release, Mayor Bloomberg Announces Reforms to Make City Capital Construction Projects More Affordable and Efficient, 7/28/2008.


� HYPERLINK "http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2008b%2Fpr291-08.html&cc=unused1978&rc=1194&ndi=1" �http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2008b%2Fpr291-08.html&cc=unused1978&rc=1194&ndi=1�. 
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