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EXECUTIVE SUMMARY

. NY State consultant spending has increaseg 80% over the last seven yearspm $2.263

billion to $2.925 billion including a $36 million increase last year. The largest increases are for
Information Technology Services (up 53%, frH&©8.8 million to $473.2 million) and Capital
Projects/Engineering Services (up 47%, from $222 million to $326.3 million). Spending in both of
these categories increased by $14 million last year. These are the categories where the state can
save the most raney by replacing consultants with state employees.

. The state has a plan in place to reduce its reliance on information technology consultants, which
should be accelerated, but has no plan to reduce its reliance on engineering consultants most of
whom woik for the Department of Transportation (DODOT has increased its spending on all
consultants by$79million and capital project engineering consultants I$68 million since SFY
2003 including a$9 million overall increase in the last year.

. DOT consublints failed to account for $250 million of their expenditures in the filings required
under the Contract Disclosure Law of 2006DOT reported consultant spending of $376.5
million in SFY 20089 but DOT consultants only filed reports with the Office of thBtate
Comptroller detailing $126 million of that spending.

. The top ten DOT consultants failed to report over $72 million in engineering related services in
SFY 20089. Major engineering firms that reported only a small percentage of their consultant
engineering expenditures include PB Americas Inc., Bechtel Infrastructure, Gredtedansen

Inc., STV Inc., Lochner Engineering PC, TRC Engineers Inc. and TransSystems Architect au
Engineer. There is evidence that the companies that have underreporteddkeenditures are

failing to report their higher cost contracts.

. DOT pays consultant engineers up to 150 percent more than state employee engineers who do
the same work For exampleit paid consultant civil engineers an average salary of $9Fe58

hour and paid civil engineers who worked for Stantec Consulting Services $124 per hour. DOT
state employee engineers make $49.87 per hour, including the cost of their benefits. More
complete reporting by DOT engineering consultants is likely to show everategokscrepancy
between their costs and state employee costs.

. DOT can save up to $84.3 million annually by replacing a large portion of their engineering
consultants withstate employees. If DOT replaced just half of its engineering consultants, and
brought the 90 percent of bridge inspections that can reasonably be doiuse by state
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employee engineers, it would save $55.5 million annually. These savings would occur in every
region of the state (see pages 113 for examples of regional consultanasie).

7. In light of the overwhelming evidence that DOT could save tens of millions ofs®liggar by
replacing engineering and other consultants with state employeaed ¢ YIyEFE3SYSy
intransience on this issue is puzzling. It is now commonplace forR2Qibnal Directors, Chief
Engineers, and other upper DOT management to find employment with engineering firms that
receive significant consulting contracts from DOT. PEF has specific evidence of high level DOT
managers who now work for consulting firmsatthave contracts with DOT.

8. The Legislature and the Inspector General should investigate the {st&te employment
practicesof upper DOT management to determine whether they comply with the current ethics
laws and whether or not current ethics laws pr&iadequate protection against conflscof
AYGiSNBadG Ay 5h¢Qa O2yadzZ GFryd O2ydNI OGAy 3 LINP

9. The Contract Disclosure Law should be amended to require Form A and B information be filed
electronically and made available to the public as well as includedhe annuald 2 2 NJ T 2 ND
w S LJ2deeléped by the Department of Civil Service so that public officials have sufficient
information about both the state employee workforce and the state consultant workforce.

10.LG A& 200A2dza (KF G  (veDrdd 2equ8iNHOS-dbltract rEvieNSNaBd/ G 9
limited costbenefit analyses of personal service contracts is insufficient to reduce wasteful state
agency spending on consultanthe Legislature should enact A9934/S7011 introduced by
Assemblywoman John an8enator Klein that will regire agencies to perform a codienefit
analysis prior to contracting out for consultant services in excess of $500,000 annually.

11.The Legislature should require the Department of Transportation to redsaepgendence on
consutants by 50percentover the next three years and to bring at least@centof its bridge
inspection work iFhouse to be conducted by state employee engineers



Spending on ConsultasiContinued to Increase in SFY 2000

SFY 20090 ended orMarch 31,2010 andthe Office of Sate Comptroller (OSChas just reportedhe
stateQ averall spending on consultants. Unfortunatetiespite one ofthe gi I (i S Qt&iscak eribkh
since theGreat pressionandthe PatersoraR Y A Y A & U NJ fiokts? ofe®adl coris Btantispefding
increased by over $36.6 million from its SFY 2dBlevels and now totals $2.925 billiorAgencies
with increases of more than $million in consultant spendingand agencies that have reduced
consultant spending by more the $dillion areidentified below(seeAppendix 1Chart 1 formore detail).

Consultant Spending Decrease/Increase SFY WM& SFY 20020
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While more agencies redudeheir consultant spending in SFY 2a0® than the number of
agencies that increased their consultant spending; only the Office of General Sef$&e8 (
million), Department of Taxation & Financé&86.1 million), and the Department of Labe$Z6.
5 million) spend significantly less on consultants today than they did in SFYO20@&e
Appendix 1 Chart 1).

Consultant Expenditures For Information Teablogy Serviceand Engineering
Servicedncreasal By 50% Since 2004 and Continued to IncreasshiY 20090

Consultant spending over the last seven yehas increasel by 30% from $2.263 billion to
$2.925 billion The specific categories with the larg@streases include Informatiofechnology
(up 53% from $308.8 million to$473.2 milion), Capital Projects/Engineering Services All (up
47% from $222 million to $326.3 millign Medical/Clinical Services (up 76%, frodB3&9

million to $30.5 million) ard Client Services (up 40%, from $84.6 million to $118.8 njillion
Graph 2
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misclassified spending that should be included in the more specific categories, also indrgased
17% over the last 7 years from $1.431 billion to $1.673 bi(see Appendix 1 Chart.2)

Last year consultant spending increaseflom SFY 20089 levelsin 10 service categories
including increases imnformation Technology Servicédl Categorie (up $5.5 million) and
Capitd Projects/Engineering Servie@dl Categoriequp $8.5 million). These two categories
represent the two largest categories of consultant spending by shé&. They are also the
categories that PEfRand numerous independerdtudies have found where the state can save
the most money by replacing consultants with state employees.

The service categories with the largest increasese:
¢ Information Technology Serviag3ther, which comprises general information
technology servies, (+$20.5 million);
¢ Medical/Clinical Services, (+$14 million);
e Accounting and Auditing Services (+$12.9 million); and

e Engineering Services State Projects (+8.7 million).
Graph 3
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The two categories with the largest decreases in consultant spending Wwdoemation
Technology Design/Development$21 million) and Conference Training Serviceglq.2

million).

The decrease in the Information Technology Design/Development category is a

significant positive development and is due to the Paterson Adminfsttay Qa &G NRBy 3 ST¥F
reduce consultant spending on information technology. Howgenerch more needs to be done

as thestate still spent over $164 million moren information technology consultants in SFY

200910 than it did in SFY 20@8l, and $5.5 milbn more than they spent in SFY 2008

It is particularly disappointing to see no progress in reducing consultant spending on
engineering servicemost of which occursn the Depatment of Transportation. Thetate

spent about $104 million more on aépital project engineering and inspection services in SFY
200910 than it spent in SFY 2003. Most of the increase was in the Engineering Services
State projects (+35.2 million), Engineering Supervision (+$21.3 million), and Bridge Inspection
(+$14.9 nillion) categories.

Graph4
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The Lack of a Comprehensive and Consistent Database on Consultant Spending
Makes it Difficult to Identify Contract Disclosure Lawviiolators

Unfortunately, more detailed data on consultant spending in SFY 2D%ill not beavailable

until the Procurement Services AReport is released by OSC later in 2010. The rest of this
report looks at the more detailed data available about consultant spending in SFYO2@0&t
allows for the identification of consultant companies wtisregardthe Contract Disclosure Law

of 2006. The report focuses on the Department of Transportation and its failure to rein in
consultant spending or to take any meaningful steps to reduce its reliance on costly
consultants even though consultants cosip to 150 percent more than state employees who
do the same work.

In 2006 the state enacted the Contract Disclosure Law (Chapter 10 of the laws of 2006) in an
effort to shine light on thestate agency use of consultants that provide personal servichat T
law was intended to require all agenciesiigyconsultants to publicly disclose how many they
hired, what titles they employed them ,irand how much they were paidOne ofthe most
important aspecs of the Contract Disclosure Law of 2006 was the nesuent that consultants
whoprovide LISNE 2y f &ASNBAOSa F2NJ 6KS adlraS FAtS oK
contains information related to the specific titles, actual hours worked, and amounts paid
during the state fiscal year. This was an im@ot development because it allowed the state to
begin tocollectinformation related to the number of consultants and their costs. This is the
first real effort the state has madéo capture the size and scope @k consultant use.
Moreover, & the sate wrestles with the currenffiscal crisisit is extremely important for
decision makers to understand the costs associated Wity the variousservices the state
providesare delivered

Unfortunately, a review of the most recent information made itatale under the Contract
Disclosure Lavand informationobtained from the Office of the State Comptrolleshow that
consultantcompanieshave only partially complied with the disclosure requirements. In order
for the state to develop a complete picturef its workforca both state employees and
consultant employees it needsas close tmne hundred percent complian@s possible

Our review of consultant compliance is focused primarily on Information Technolody a
Engineering contracts sindbese are aeas whereit is clearthe state can achievsignificant
savings.There are three main databastst track consultant spending:



1. TheOfficeof { G S / 2 YLII NR t t Batdbase whidh £ontéins /alR syate NI O U
contracts and includes expenditurey liiscal year and total to dafthis database is
updated continuously and is current)

2. The OSC CTL 470 repowhich tracks all state expenditures by fiscal year including
expenditures on consultant contracts. Unfortunatelthese expenditures are not
reported by contract number but are coded according to specific expenditure
categories including several consultant categorigisis database is updated monthly
and is current)and

3. TheProcurement Services Act (PSA&hich was used by PEF to creatdatabaseusing
all the aForm Bsfiled with OSC whichre contained in the annual PSA repoxdSorm
B< are required to be filed by consultants for every personal service contract they have
with the state. This data includes the fiscal year of the expenditurendmee of the
consultant company, the titles of the consultants hired, how many hours theyeaudork
and how much they are paitthis database is updated annually and the most recent
data is for SFY 20am®).

Review of compliance was complicated by digpesiin thesestate databases as well as
disparities in the thoroughness and accuracy of consultant resporfs@sexample, consultants
indicated that particular titles, hours workednd amounts paid were attributed to apecific
contract whenthe OSQ@ontract database indicated that no funds were expended yeadate
for that same contract. In other casescontract numbers were not included on tlEorm E,

so it was not possible taactually link hours, titles, and costs to a specific contract.
Nevetheless,we have found that of the $2.888 billion thetate spent on consultants in SFY
200809, only $579,76,543 or 20percent, was reported to the Office of State Comptroller on
oC 2 NJYé. NewaYork State expende®R.3 hllion tax dollarson consultas for which little
information is available regarding the services and costs to the taxpayersultants working
for the Department of Transportation routinely violate the contract disclosure law and DOT
management takes no apparent action on theseatiohs.



5 h ¢ @asultants Fail Todkount for Over $250 million of Exmditures

The Department of Transportation (DOT) has increased its spending on consultants by more
than 25% since SFY 20038, from $306.6 milin to $385.6 million in SFY 26@0. This includes

an over $9 million increase in the last yeaDOT spendingn capital project engineering
consultants has increased by $88&nillion since SFY 2003 and by $bn7illion in the last year

(see CharR).

Based on information provided by theomsultants on the dForm Bs$ filed with OSCthe
Depatment of Transportation (DOT) had tleguivalent of 844 onsultant FTEs on its payroll in
the SFY 20089 at a cost to taxpayersf at least$126 million. Each were paid on average
$76.79 an hour, or $16,000 a year. Unfortunately, this appears to understhetrue number

of DOT consultantgs consultant engineerg companieshave not fully complied with the
requirements ofthe Contract Disclosure Law.

For example, ecording to theOSCCTL470 Report, the Department of Transportation ranked
second in consultant expenditures with $376.5 million in SFY -200&n increase of $48
million or nearly 15 percentrom its &Y 200908 spending Based on this data and the PSA
data, we estimate that DOT paid # full-time equivalent of 2,489 condtants; the state has
no data on the cost of about Bpercentof these consultants

The vast majorityof these expenditures weréor engineering related contractkor project
design, construction inspection, or bridgespection These engineering related expenditures
were approximately $222 million in SFY 2608 However, the consultant engineers only filed
oForm Bs for $102 million, ofjust 46 percentof the total. More than half of DOT engineering
expenditures inSFY 20099 are not accounted for in the reports consultant companies are
required to file under the Contract Disclosure law

Chartl
DOT CONSULTANT EXPENDITURES Sf9 2008
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Chart 2- DOT Has Increased Its Spending By More ThaR&5entOn Consultants

200410 200910
CatDescription FY 20094 | FY 20095 | FY 20096 | FY 200807 | FY 200708 | FY 200899 | FY 20090 Diff. Diff.

IT Consultant Design/Develop 12,309,259 13,903,034 16,324,720 13,211,805/ 13,473,389| 14,683,866/ 15,630,632 3,321,373 946,767
IT Software Installation/Integration 1,692 142 21,822 145,594 491,746 15,109 29,@7 27,335 13,918
IT Software Maintenance 13,081 300 291 40,000 54,395| 2,973,237, 7,708,874| 7,695,793| 4,735,638
IT Hardware Maintenance 0 0 1,749 0 0 0 4,358 4,358 4,358
IT ServicesOther 116,910 0 0 23,483 128,910 513,130 29,769 (87,141)| (483,361)
Accounting & Auditing Services 158,384 170,056 119,028 290,527 239,332 82,882 79| (158,305) (82,803)
Legal Services 36,864 46,465 36,392 27,518 147,197 25,185 54,049 17,186 28,865
Medical/Clinical Services 298,900 422,672 383,216 368,754 432,171 423,222 394,986 96,085 (28,236)
Client Services 6,308,554 6,727,597 7,108,707, 7,730,976 8,784,028 11,037,693 9,291,101| 2,982,547| (1,746,592)
Conferences/Training Services 1,185,304| 1,413,467| 1,078,345 2,082,399| 2,006,904| 1,295,503 510,233| (675,071)| (785,269)
Other Services 80,288,299| 60,270,503| 68,696,205 54,065,139| 67,882,944| 87,148,547| 87,836,386| 7,548,087 687,839
CP- Cnsltnt SvcsArchitects- State Projects 748,593 90,397 29,927 4114 0 0 0| (748,593) 0
CP- Cnsltnt SvcsEngineers State Projects | 98,182,373| 107,609,330 94,183,670| 105,707,684 99,245,480 103,507,231| 109,330,279 11,147,906 5,823,047
CP- Cnsltnt SvesBridge Inspection 19,329,686 27,203,980 19,428631| 28,012,711| 24,185,703| 34,381,740 34,271,111| 14,941,424 (110,629)
CP- Cnsltnt SvecsEngineering Supervision | 61,349,952| 71,278,729| 73,483,558 74,092,370 73,000,677 74,537,325 75,368,191 14,018,239 830,866
CP- Cnsltnt SvcsMaterial Testing 7,415,997, 7,562,475 6,517,620/ 7,691,139| 6,825,471| 5,969,192| 4,899,607| (2,516,390)| (1,069,585)
CP- Cnsltnt SvcsOther 18,613,527 30,783,978| 27,522,466| 32,291,477| 29,971,395 39,559,266| 40,259,492 21,645,965 700,226
CP- Cnsltnt Ses- Other Loc & Pub Auth Prg 271,749 505,000 518,376 35,000f 1,378,610 388,955 0| (271,749)| (388,955)

306,629,124| 327,988,124( 315,454,723| 325,820,689 328,248,353| 376,542,082 385,618,174 78,989,050 9,076,092

CatDescription 3/31/2004 | 3/31/2005 | 3/31/2006 | 3/31/2007 | 3/31/2008 | 3/31/2009 | 3/31/2010 | DO | 200040

IT All Categories 12,440,942| 13,903,475| 16,348,582| 13,420,882 14,148,441| 18,185,341| 23,402,661| 10,961,718| 5,217,319
CP Cnslt Sve€ngineering (Bridgmsp) 178,862,011 206,092,039 187,095,859 207,812,765 196,431,860 212,426,296/ 218,969,581 40,107,570| 6,543,284
CP Cnslt Sved\ll Categories 205,911,877| 245,033,888| 221,684,249| 247,834,495/ 234,607,336 258,343,708 264,128,679 58,216,802 5,784,971
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DOT Pays Consultants Up To 1B€rcentMore Than State Employees Who Do
the Same Work

A review of thedForm B$ submitted by the consultant companies that do business with DOT
provides an opportunity for closer analysis of the types of cdmgulwork that are being
performed and the amounts that are being charged for these services.

5h¢Qa Oz y itk thiat cypsisdhe spacBum of professional titles at the D@Ncloser
examination of the data indicates that Civil Engineer was thstrfrequently used under these
consultant contacts. The average rate paid to consultant civil engineers was $97.58 per hour,
or $190,281 on an annual basis. In contrast, the civil engineers employed by DOT are paid an
average of $49.87 per hour, or $262 annually (including benefits). According to tf@rm

B¢ data, (as reported) the leading employers of civil engineers were Hardesty & Hanover and
Stantec Consulting Servicegho billed for over 85,000 hours of civil engineering work at an
average ate of $103 per hour and over 63,000 hours at an average rate of $124 per hour
respectively. Based on reported PSA dat®OT pays up to 15percentmore for consultant

civil engineers than state employee civil engineers; on averatieey pay consultantcivil
engineers 9percentmore.

DOT On Average Pafy’ PercentMore For Consultant Civil Engineers
Than State Employee Civil Engineers Including Benefits.
$140.00 Stantec Consulting
Services $124
$120.00
z Hardesty & Hanover
s Consultant Engineer $103
£ $100.00 $97.58
[e]
I
Q
& $80.00
5}
>
<
$60.00 DOT Engineer
$49.87
$40.00

The second most populous consultant title at DOTthie engineering technician title.
Consultants in this titlecost an average hourly rate of $54.70, or $106,000 annually. In
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contrast, the engineering technicians emypéal by DOT receive an average hourly rate of
$32.37 per hour, or $63,000 annually (including benefits). According tGRtien E data, the
leading employers of engineering technicians were Gibbons, Esposito, & ,BoViog for
almost 42,000 hours at aaverage rate of $31.32 per hour and Lockwood, Kessler, & Bartlett
with almost 24,000 hourbilled at $75 per hour.Based on reported PSA datBOT pays up to

131 percent more for consultant engineeng techniciansthan state employee engineang
technidans;, on averagethey pay consultanengineering technician§9 percentmore.

The third most populous consultant title at DOT is the Construction Inspector title. Consultants
in this title received an average hourly rate of $70.16, or $136,812 annuallgontrast, the

DOT titles involved in construction inspection employed by DOT received an average hourly
rate of $42.28 per hour, or $82,439 annually (including benefased on reported PSA data

on average DOT pays consultantonstruction inspectes 66 percent more than state
employee constructioninspectors. For example, Tectonic Engineering & Surveying reported
employing approximately 19 FTEs at an average hourly rate of $7Amdther consultant,
Architects and Land Surveyors PC, reported I6RE billed a174 per hour or $319,00fbr the

year.

The DOhabituallycontracts out for regular and routine services that could be performed for
less by state employees. For instance, pursuant to federal regulations, DOT is required to
inspect all bidges in the state every two yearsBridge inspections routine workthat is
performedon regular scheduleand, despite these factst is stillfrequently contracted out.
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DOT Wastedlillions on Consultansin Every Region of the State

Our examinatio of DOT consultant engineering contracts shows that DOT wastkons of
dollarsin every region of the stateBelow are just a fevexamples of expenditures for bridge
inspections or design services in the last fiscal year 2308

o Capital Districtg Qvil Engineering bridge inspection work billed at $112 per hour for a
total of $1.2 million. We estimate that DOT engineers could have done the work for
$536,000 for a savings of almo$664,000. (Contract #D03051%or bi-annual and
interim bridge inspedbn in Capital District)

e Mohawk Valleyg Civil Engineering bridge inspection work billed at $86.02 per hour
for a total of $799,000. We estimate that DOT engineers could have done the work for
$463,000 for a savings ov&B36,000. (Contract #D030512or bi-annual and interim
bridge inspection in the Mohawk Valley region)

e Central N Civil Engineering for design services work billed at $97.62 per hour for a
total of $304,000. We estimate that DOT engineers could have done the work for
$155,000 for aavings of nearly$149,000 (Contract #D025408#esign work related to
rehab of three bridges and81in central NY.

o Genesee Valley Civil Engineering bridge inspection work billed at $103 per hour for
a total of $513,000. We estimate that DOT enginemsld have done the work for
$246,000 for a savings &267,000. (Contract #D030514or bridge inventory and
biannual bridge inspectiom the Genesee Vallgy

o Western NY¢ Civil Engineering for design services work billed at $95.03 per hour for a
total of $302,000. We estimate that DOT engineers could have done the work for
$158,000 for a savings of near$144,000. (Contract #D02560%or design work
including rehab of bridge ramp for NY R7.33

o Central Southern Tie¢ Civil Engineering bridge inspewtiwork billed at $90.77 per
hour for a total of almost $300,000. We estimate that DOT engineers could have done
the work for $166,000 for a savings $134,000. (Contract #D030516or biannual
bridge inspectioni the Central Southern Tier
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o North Courlry ¢ Civil Engineering design services billed at $98.06 per hour for a total
of $230,000. We estimate that DOT engineers could have done the work for $117,000
for a savings d$113,000 (Contract #D01545#br design work in North Countyy

e Hudson Valley, Civil Engineering bridge inspection work billed at $97.16 per hour for
a total of $1.33 million. We estimate that DOT engineers could have done the work for
$724,000 for a savings @f606,000. (Contract #D030517or bi-annual and interim
bridge inspeabn in the Hudson Vallgy

e Southern Tier Civil Engineering bridge inspection work billed at $92.17 per hour for
a total of $1.7 million. We estimate that DOT engineers could have done the work for
$870,000 for a savings @#830,000. (Contract #D030518or bridge inspectionsin
Southern Tiex.

e Long Island; Civil Engineering bridge inspection work billed at $130.50 per hour for a
total of $613,000. We estimate that DOT engineers could have done the work for
$234,000 for a savings 8879,000. (Contrat¢ #D015612for bridge inspectionsn Long
Island regioi

e New York City, Civil Engineering bridge inspection work billed at $100 per hour for a
total of $3.4 million. We estimate that DOT engineers could have done the work for
$1.7 million for a savingsf $1.7 million. (Contract #D015608 & D015616r Biannual
and interim bridge inspection in the Bronx and Quéens

Using just this small sample, the statmuld have had amadditional $5.3 millionto use on road

and bridge maintenance and repair if D&&te employeeengineers were used rather than
costly consultants.
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The StateCan SaveJp To$84.3 million Annually in DOT Aloneby Replacing
Enagineering Consultants with State Employee Engineers

Over the last twenty years numerous studies and auditgluging two Office of State
Comptroller (OSC) audits and a DOT sponsored study performed by KPMG, have found that the
state could save millions of dollars annually by replacing consultant engineers with state
employee engineers. The KPMG study found timattsultants are more expensive to use than
state employees on 8percentof the design and construction inspection projects and are 75
percentmore costly than state employees for design projects angp&@entmore costly for
construction inspection pros.

Despite their lower costthe state has significantly reduced its number of state employee
engineers since 1994 when it had 4,301 DOT state employees in engineering titles.OOday
has 3,228 state employees in engineering titles or 1,073 lessttigndid in 1994. In 1990,
after the Comptroller released his first audit finding consultant waste in DOT, Commissioner
Egan agreed to hire 600 additiorsthte employee engineers for a total DOT stamployee
engineering workforce of 4,600. This agremrmhwas never completely implemented by DOT.

Chart2 shows that DOT can save at lea€8453 million annually by replacing a large portion of

their engineering consultants witlf8ate employees We base this estimate on the engineering
consultant expendiires by DOT in 20089 (as reported by OSC in ti@Tt470 Report), the

average current DOT engineer hourly salary including benefits ($50.11) and the estimated
average DOT consultant hourly salary for SFY -200882.09). The consultant hourly salary
wasRSNA SR o6& | @S NI-09 soyisdltari hoarl@ dalarfe€as reporteu wiform
B£.¢CKAA SadAYIGS Aa O02yaraiasSyid oAGK YperaebtQa TFAY
and 75percentmore than comparablatate employee engineersvhich wouldrange between

$75.16 a hour and $87.69 an hour.

We estimate that it would take 1,351 new state employee engineers to assume the specified
percentage of engineering consultantworkt KA & ¢62dz R oNAY3I 5h¢Qa Sy3
the level DOT agreedotin 1990. We cannot replace 9(ercent of DOT engineering
consultants immediatelgue to the long time it would take to recruit and train new employees

but we can begin to reach that godldy replacing 90percent of all bridge inspection
consultants immaeliately, which would save at least $12 million a yeésee CharB).

! This estimate is based on the total new hours of consultant work that would be assumed by state employees and
dividing by 1,950 which is the number of hours in a work year for ontiudl stateemployee
16



Chart3

DOTCan Savé84.3 million Annuallyif State Employees Replad®0Percentof Engineering Consultants

% Of Work Estimated
Capital Projects To Be Actual Estimated Remaining Remaining State Number of
Consultant Services Done By | Consultant Cosff Consultant Consultant Consultant | Employee State DOT
Category Description | State Emp. 2008-09 Hours 20@-09 Hours Cost Hours State Cost | Employee FTEy Savings
Engineers State Projects 90%| $103,507,231 1,260,899 126,090 $10,350,723] 1,134,809| $56,865,302 582.0| $36,291,206
Bridge Inspection 90% $34,381,740 418,830 41,883 $3,438,174| 376,947 $18,888,806 193.3| $12,054,760
Engineering Supervision 90% $74,537,325 907,995 90,800 $7,453,733] 817,196 $40,949,675 419.1( $26,133,918
Material Testing 90% $5,969,192 72,715 7,272 $596,919 65,444 $3,279,383 33.6| $2,092,889
Other 50% $39,559,266 481,901 240,951 $19,779,633 240,951| $12,074,033 123.6| $7,705,599
Total $257,954,753 3,142,341 506,995| $41,619,182| 2,635,346 $132,057,199 1,351.3| $84,278,372
Chart4

DOTCanSae $55.6 Million Annuallyf State Employees Replaced B@rcentof Engineering Consultast
ExceptBridge Inspection (9®ercentof Work to beDoneby State Employees)

0
Capital Projects Consultan %o Of Work Estimated Remaining - State Estimated
: To Be DongActual Consultan Remaining .
Services Category Consultant Consultant Employee| State Cost |Number of Statd DOT Saving
. By State Cost 200809 Consultant Cost
Description Emp Hours 200809 Hours Hours Employee FTE;S

Engineers State Projects 50% $103,507,23 1,260,89! 630,45( $51,753,61| 630,45( $31,591,83 323.4 $20,161,78
Bridge Inspection 90% $34,381,74 418,83( 41,88: $3,438,174 376,94’ $18,888,80 193.Y $12,054,76
Engineering Supervision 50% $74,537,32 907,99! 453,99¢ $37,268,66] 453,99¢ $22,749,81] 232.§ $14,518,84
Material Testing 50% $5,969,19 72,71 36,35¢ $2,984,59 36,35¢ $1,821,88! 18.€¢) $1,162,71i
Other 50% $39,559,26! 481,90: 240,95! $19,779,63] 240,95 $12,074,03 123.¢ $7,705,59!
Total $257,954,75 3,142,34: 1,403,63¢ $115,224,68| 1,738,70; $87,126,37. 891.€ $55,603,70
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We believethat DOT can reasonably replace Pércent of its engineering consultant®ith

state employee engineers. Engineering is not the same rapidly changing field as information
technology where new expertise is developed on a continuous basis. Engineers in DOT can do
almost all of the work currently done by consultants. DOT managéras claimedto the

D2 @S NJagkNIrée orPersonal Services Contracting that they continue to contract out
SYIAYSSNAY3 62N o0SOFdzaS>Y aGLF O2yadzZ GFryda | NB
no consultant market will exist when it is neededrlhis logic is patently false, as engineering
consultants continue to perform substantially all of the design and inspection work for local
governmentand as such maintain their capabilitieBven if you accepted this rationale (which

PEF does njtthis cannotpossiblyjustify DOT2 ase of consultantdo do 60 percent of its
engineering work.

However, Chart 4 shows that DOT could still save $55.5 million a year if it had state
employees assumenly half of the work currently done by engineering conants, exduding
bridge inspections, which are routine and occur on a regular basis

Even more savings could be found if all professions at DOT were moved in house, as DOT
spends more on consultants than any other state agency except SUNY.

These samgs estimatesare consistent with the estimates that were recently released by the
New York State SenafeaskForce on Government Efficiency chaired by Senator Klein in their
recent investigative report on the Department of Transportatidha report found that if DOT
only realized 3@ercentof the savings PHfelievescould be realized yphaving state employees

do 90percentof the various engineering work currently done by consultants that DOT could
save $24.1 million in engineering and engineeringesvigion costs, $10 million in construction
inspection costs, and $3.4 million in bridge inspector costs.

Major Engineering Companies Fail to Comply with the Contract Disclokawe

We canonly estimatea partial picture of the possible savinte stete can realize by replacing

engineering consultants with state employe@s many engineering consultants have failed to

comply or fully comply witlthe Contract Disclosure LawA review of thedForm B$ that were

FAf SR IyR GKS / 2 Y baseNiRdicdteS thRedpprotirdately R4 consultaRts O |

received approximately $37 million for engineering related woykt appear to have failed to

file the requireddForm B. It is important to note that this review is inexact as database and

reporting dispaities make it difficult to reconcile some of the data. For example, some of the

Ge So-mBiSé SELISYRSR FdzyRa YIFé& 0S8 FT2NJ 20KSNI (KI
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personal services may have been accounted for while the consultant was a subocontract

the data was filed under the primary contractor. Nevertheless, it is clear that a substantial
amount of consultant personal services has yet been accounted for as redpyitéé Contract
Disclosure Law. The below table identifies the top fivesattants who have not filed any
oForm B and therefore fail to account for how they spent $24.5 million in engineering
expenditures in violation of the Contract Disclosure.law

Chart5
Top 5 NYS DOT Consultants That Failed To Report Any Of Their Expenditures
For Engineering-Related Services In SFY 2008-09

Sum of Expended

Amount YTD of DOT Sum of Payable Value of

Engineering Related | Amount (as reported | Unreported | Percentin
DOT Engineering Consultants Contracts on Form B) Expenditures |Compliance|
BECHTEL INFRASTRUCTURE $14,050,908 $0 $14,050,908 0.00%
AMMAN & WHITNEY CONSULTANT $3,076,505 $0 $3,076,505 0.00%
EARTH TECH NORTHEAST INC $2,837,460 $0 $2,837,460 0.00%
COLLINS ENGINEERING PC $2,314,985 $0 $2,314,985 0.00%
URS GOODKIND JV $2,174,058 $0 $2,174,058 0.00%

$24,453,916 $24,453,916

Sources: New York State Office of the State Comptroller Contract Database, SFY 2008-09; & Contractor's SFY 2008-09
Annual Employment Reports (Form B).

Definition: Engineering-related services include all DOT contracts that were categorized as Engineer (CG); Engineer-
1988 DOT Bond Act (CGBB); Construction Manager (CH); Construction Inspection (CP); Quick Engineer (QCG); Quick
Construction Manager (QCH); and Quick Construction Inspection (QCP) in the NYS Office of the State Comptroller
Contract Database, SFY 2008-09. In some cases contracts were categorized incorrectly, but were clearly engineering
(i.e. as research & development etc.) and when possible those contracts were included in the consultants' data.

Abbreviations: (1) YTD: Year to Date; (2) DOT: NYS Department of Transportation; (3) SFY: State Fiscal Year.

In addition, other consultants appear to have substantially urég@orted the scope of their
services For example, Parsons Brinckerhoff Quad®aduglas Inc. (aka: PB Americas, Parsons
Transportation Group) only filedForm B$é for $338,377 worth of consulting services and
neglected to provide information on at least $26.41 million worth of services for construction
inspection, design services, dengineering studies. Based on the small numbea¥-ofm Bs

filed for their contracts, PBQ employed mostly engineers at an average rate of $86.61 per hour.
Based on this small disclosure, wen @stimate that PBQ empjed anestimated 158 FTEs at an
annual rate of $168,000 per year.
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Another engineering consultant, Bechtel Infrastructure received over $14 million for
construction monitoring and reporting services for DOT, yet fileddRorm Bs. Using the
average rate charged ($74 per hour) for alhsoltants employed by DOT, we estimate that
Bechtel employed approximately 97 FTEs for which titles and rates were not fil@ther
engineering consultants such as GreennARaderson Inc ($7.66 millionnreported), STV
Incorporated ($6.57 millionnreported), and Lochner Engineering ($4.27 milliowweported) all

had substantial contract expenditurésr construction inspection and design services for which
they did not provide Form Bs.

¢CKS ai2L) G§Sy¢ 02y a depditihg/féecdivedioyer $d.Smilllor in taxTdolldey” R S NJ
for engineering and design work, yet filethe required &Form Bs for only $12.6 million

leaving over $72 million unreportedLeaving out Transystems Architects and Engineer rates
(which we believe are not accurately reportettje engineering consultants that have failed to
itemize how they spent most of the money they received from the State for their services,
charged some of the higher hourly rates for engineering services for the expenditures they did
itemize. We believéhis is an attempt taoncealtheir even higher hourly rates.

For examplePB Americas filed @orm B as a subconsultant for a JHK Engineering PC contract
(D008599) and while that information is counted toward JHK's contract total, PB Americas
received$402,761 with an hourly rate of $111.88 for that contra@ much higher rate than
what is shown dr the one percentof expenditureshat PBAmericas ifed adorm B for as a
primary contractor.5 h ¢ Q & tdrhakefth@gdBonsultant engineers complytwihe Contract
Disclosure Law insures that aslé information as possible is available regarding the highest
engineering services consulting ratdst would allow the state make an informed decision on

the use ofengineeringconsultants and costs tdée state
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Chart6

The Top 10 NYS DOT Consultants that Failed to Report Over $72 Million Dollars
For Engineering-Related Services in SFY 2008-09

Sum of Expended Sum of Payable

Amount YTD of DOT Amount (as Value of Sum of

Engineering-Related | reported on Form | Unreported | Percentin | Hours | Hourly
DOT Engineering Consultants Contracts B) Expenditures [Compliance (Worked| Rate
PB AMERICAS INC** $26,758,236 $338,377| $26,419,859 1% 3,907 $86.61
BECHTEL INFRASTRUCTURE $14,050,908 $0| $14,050,908 0%
GREENMAN-PEDERSEN, INC. (2) $7,667,001 $421 $7,666,580 0.01% 6| $70.17
AECOM USA INC (2) $8,452,205 $1,246,475 $7,205,730 15% 22,057| $56.51
STV INCORPORATED (1) $6,579,892 $199,888 $6,380,004 3% 1,831|$109.17
JACOBS CIVIL CONSULTANTS INC (1) $9,812,902 $4,217,730 $5,595,172 43% 43,861 $96.16
LOCHNER ENGINEERING PC (1) $4,270,156 $7,436 $4,262,720 0.2% 84| $88.52
HAKS ENGINEERS ARCHITECTS AND LAND
SURVEYORS PC $10,052,290 $6,325,388 $3,726,902 63% 71,069 $89.00
TRC ENGINEERS INC (1) (2) $3,645,445 $268,113 $3,377,332 7% 2,935 $91.35
TRANSYSTEMS ARCHITECT & ENGINEER (1) $3,305,606 $70,336 $3,235,270 2% 1,849 $38.04

$94,594,641 $12,674,164| $81,920,477|  13%

Sources: New York State Office of the State Comptroller Contract Database, SFY 2008-09; & Contractor's SFY 2008-09 Annual Employment Reports (Form B).

Notes:

The following columns are based on data reported on Form B: Sum of Payable Amount; Sum of Hours Worked; and Hourly Rate.

(1) Form B data includes data that was filed by the subconsultant for the consultant's contract.

(2) Consultant data includes contracts that may have been categorized incorrectly but appear to be engineering related.
Definition: Engineering-related services include all DOT contracts that were categorized as Engineer (CG); Engineer-1988 DOT Bond Act (CGBB); Construction
Manager (CH); Construction Inspection (CP); Quick Engineer (QCG); Quick Construction Manager (QCH); and Quick Construction Inspection (QCP) in the NYS
Office of the State Comptroller Contract Database, SFY 2008-09. In some cases contracts were categorized incorrectly, but were clearly engineering (i.e. as
research & development etc.) and when possible those contracts were included in the consultants' data.

** PB AMERICAS INC includes contracts for PB Americas; Parsons Brinckerhoff; and Parsons Transportation. PB Americas filed a Form B as a subconsultant
for a JHK Engineering PC contract (D008599) and while that information is counted toward JHK's contract total, PB Americas received $402,761 with an
hourly rate of $111.88 for that contract - a much higher rate than what is shown for the 1% of expenditures that it Filed a Form B for as a primary
contractor.
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Conclusion _The Leaqislature and Inspector General Should Investigate Possible
Conflicts ofinterest in DOT Consultant Contracting Process

While the Paterson administration has made progress to control IT consulting expenditures with the
enactment of Chapter 500 of the Laws of 2009, it is clear that much more needs to be done
particularly as rkates to engineering consultant use in DOT. In light of the overwhelming evidence
that DOT could save tens of millions of ddlaryear by replacing engineering and other consultants

with state employeess h ¢ Y I y I 3SYSy (G Qa Ay i Nizhhg PEynerfber® iyf DATK A &
have told us that it is now commonplace for DOT Regional Directors, Chief Engineers, and other upper
DOT management to find employment with engineering firms that receive significant consulting
contracts from DOT. We believe ththis situation may explain why DOT has made no progress in
reducing its reliance on consultant engineers.

We are asking the Legislature and the Inspector General to investigate thestatstemployment
practices of upper DOT management to determingetiher they comply with the current ethics laws
and whether or not current ethics laws provide adequate protection against conflict of interests in
5he¢Qa O2yadzZ GFyd O2yiNI OlAy3 LINRPOSaaod

In order for NYS to make informed decisions, agencies must ensairedhsultants fully comply with

the requirements othe Contract Disclosure Law (Chapter 10 of the laws of 20B6¢ry year the NYS
Department of Civil Service publishesi2 2 NJ T 2 NOvhichweréfiflyNdcaounts for all state
employees by agency anide. Yet, this comprehensive review provides no information related to the
number of consultants employed by each agency, the titles of employment, and costs assotated.
Contract Disclosure Law should be amended to reqéiferm A and 8 information be filed
electronically and made available to the public as well as included in the aartu@® NJ ¥ 2 NDOS wS
so that public officials have sufficient information on which to base their decisions.

When consultants fail to filea dForm B for their experitures, it is very difficult to determine
whether or not the state could save scarce tax dollars througbourcing. Nevertheless, based on
what has been uncovered thus far, it is clear the state could save hundreds of millions of dollars by
performing cost benefit analysis prior to contracting out for consultant service€urrently,
Assemblywoman John and Senator Kldiave introduced legislation (A9938701) that will require
agencies to perform a cost benefit analysis prior to contracting out fosalbant services in excess of
$500,000 annually

DAGSY DbSs ,2N)] {dGlridSQa OdNNByd FAaO0lf ONRAAAZT )

contracting out for government services. The time has come to pasdeasfit legislation.
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Appendix 1
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