The City of New York
Office of the Comptroller
Bureau of Financial Audit

Y2230 ¥aYaYa¥a

ALAN G. HEVES
Comptroller

Audit Report on the Department of Homeless Services
Evaluation of Single Room Occupancy
Contractors Performance

FM99-114A

July 2, 1999



The City of New York
Office of the Comptroller
Bureau of Financial Audit

Audit Report on the Department of Homeless Services
Evaluation of Single Room Occupancy
Contractors Performance

FM99-114A

EXECUTIVE SUMMARY

Backgr ound

The Departnent of Honeless Services (DHS) provides access
to permanent and affordable housing for honel ess and | owincone
single nmen and wonen through the Single Room Gccupancy (SRO
Support Subsidy Program The SRO Program uses City and State
soci al service funding to contract wth non-profit SRO
oper at ors. The SRO operators are required by contract to have
qualified staff to provide services, including counseling,
crisis intervention, and recreational activities, to a specified
nunber of tenants.

DHS assigns a contract mnanager to each SRO contract to
conduct field visits and analyze data, which is used to conplete
an annual Performance Evaluation for each SRO operator. DHS sends
the Performance Evaluations to the Mayor’s Ofice of Contracts
(MOC), who enters the ratings into the Vendor |nformation Exchange
System (VENDEX), a citywi de conputer system designed to retain,
and be a source for, performance information on contractors and
vendors. MOC devel oped VENDEX to ensure that Cty agencies
monitor and evaluate the performance of every contractor doing
business with the City, in conpliance with Local Law 94.

(bj ecti ves, Scope, and Mt hodol ogy

The objectives of our audit were to determ ne whether DHS
adequately nonitors SRO contractor performance, and whet her VENDEX
performance evaluation ratings are consistent w th docunentation
mai nt ai ned by DHS.



To review the procedures used to nonitor and eval uate SRO
operators, we interviewed DHS forner Assistant Conm ssioner for
Adult Services, the SRO Program Director, SRO contract nanagers,
and ot her relevant DHS personnel. W also reviewed the
Procurenment Policy Board Rules, the VENDEX Contractor Performance
Eval uation Instructions, and DHS SRO Field Visit Qi deli nes.

To determ ne whet her DHS rated SRO operators in accordance
with DHS Performance Eval uation Instructions, we anal yzed the
Perf ormance Eval uations for 56 SRO operators in fiscal year 1997,
and 55 SRO operators in fiscal year 1998. W determ ned whet her
the overall ratings were indicative of the conponent ratings, and
specifically, in those instances where an operator was cited for
maj or programmati c deficiencies, we determ ned whether the
deficiencies were reflected in the overall ratings.

W conduct ed anal yses to determ ne whether the ratings on the
Perf ormance Eval uations for fiscal years 1997 and 1998 were
supported by docunentation (i.e., agency reports), and we
determ ned whether information on the Performance Eval uati ons was
consistent with information on VENDEX

In addition, we reviewed DHS Field Visit Reports to verify
the nunber of field visits reported in the Performance
Eval uati ons, and we conducted our own field visits to SRO
facilities to determ ne whether the Field Visit Reports
reflected conditions. Further, we interviewed the SRO Program
Director and the contract managers to determ ne how t hey
eval uated the appropriateness of the contractors’ staffs.

Finally, we determ ned whether DHS wi thheld funding fromthe
SRO operators who did not maintain a 95 percent occupancy rate, as
required by the SRO contracts.

This audit was conducted in accordance with Generally
Accept ed Governnent Auditing Standards (GAGAS), and included
tests of the records and ot her audit procedures we consi dered
necessary. This audit was performed in accordance with the Cty
Comptroller’s audit responsibilities as set forth in Chapter 5,
Section 93, of the New York City Charter
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Results in Brief

W found that certain SRO operators received satisfactory
eval uations al though they were cited by DHS contract managers for
having major programmatic deficiencies. W also found that SRO
operators are not always evaluated consistently. Consequent |y,
SRO operators performng at the sanme |level received different
ratings. For exanple, six (67% of nine SRO operators who were
cited for major programmatic deficiencies in fiscal year 1997,
received “satisfactory” ratings for both Overall Program Quality
and Performance, and Contractor’s Overall Performance. (The six

operators were Colunba Hall, Ega Hall, Gema Hall, Goddard
Ri verside Senate, Hotel Preservation Corp., and Mracle Markers,
I nc.) In contrast, the remaining three (33%9 SRO operators

recei ved “needs inprovenent” ratings in these areas.

W also found that, in sonme cases, the ratings on the
Performance Evaluations were inconsistent wth the ratings
recorded in VENDEX Specifically, we found three instances in
fiscal year 1998 where the ratings for “Overall Quality of
Fiscal Admnistration and Accountability” were left blank.
However, our review of VENDEX revealed “satisfactory” ratings
for these areas. For exanple, the fiscal year 1998 Performance
Evaluation for Goddard Riverside Corner House SRO cited the
operator for programmatic deficiencies but did not indicate
ratings for Overall Program Quality and Perfornmance, and Overall
Quality of Fiscal Admnistration and Accountability. However,
VENDEX di spl ayed “satisfactory” ratings for both areas.

Additionally, we found that the Caring Comunities SRO,
operated by the Progress of People’s Mnagenent Corporation,
received “needs inprovenent” ratings for Contractor’s Overall
Performance on its fiscal years 1997 and 1998 Perfornance
Eval uations. However, there is no record of the 1997 eval uation
on VENDEX. Furthernore, VENDEX indicated a “satisfactory”
rating for 1998.

Further, we found that DHS does not always adhere to its
procedures for nonitoring SRO operators. Specifically, we found
that DHS did not always conduct four field visits a year to SRO
facilities, as required by the Field Visit Quidelines. During
fiscal year 1997, the contract nmanagers conducted only 141 (63%
of the 224 field visits that should have been nade to the 56 SRO
facilities under contract. Only 5 (9% of the 56 facilities were
visited four tinmes. W noted inprovenent in fiscal year 1998--the
contract managers conducted 194 (88% of the 220 field visits
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required for 55 facilities. Thirty-two (58% of the 55 facilities
were visited four tines.

W also found that sonme Performance Evaluations were
i nconpl et e. Specifically, 14 Performance Evaluations in fiscal
year 1997, and 11 Performance Evaluations in fiscal year 1998
had certain tasks or the “Agency Certification of Contractor
Response” (certifying that the contractor received and responded
to the evaluation) that were | eft blank.

Finally, DHS does not always w thhold the correct anmount of
funding from SRO operators who do not maintain a 95 percent
occupancy rate. As a result, DHS failed to recoup $60,970 from
sone SRO operators and over recouped $6,583 from others in fisca
years 1997 and 1998. For exanple, the Caring Communities SRO
operated by the Progress of People’ s Managenent Corporation had an
occupancy rate of 90 percent for the period July through Decenber
1997. Consequently, DHS shoul d have recouped $9, 720, however, it
did not. In anot her exanple, Colunba Hall had an occupancy rate
of 90 percent for the period January through June 1998.
Theref ore, DHS shoul d have recouped $5, 127, however, again DHS did
not recoup any funds.

Figure 1, at the end of this Executive Summary, illustrates

the results of our review of DHS Eval uation and Monitoring of
SRO oper at or s.

Recomendat i ons

The report includes 20 recommendations to DHS. Sone of the
maj or recomendations include that DHS shoul d:

Revi ew t he Performance Evaluation Instructions with
the contract managers to ensure that they understand
the definitions of the ratings.

I nstruct the SRO Program Director and the SRO Director
of Contracts to carefully review the Perfornmance

Eval uations to ensure that the overall ratings are
consi stent wth the conponent task ratings.

I nstruct the SRO Program Director and the SRO Director
of Contracts to carefully review the Perfornmance
Eval uations to ensure that they are conplete.
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Instruct the SRO Director of Contracts and the contract
managers to use a uniform guideline when rating SRO
operators for “achievenent of |evel of services.” Any
devi ati ons shoul d be expl ai ned on the eval uati on.

I nstruct the SRO Program Director to docunent reasons
why changes were nmade to the Perfornmance Eval uati ons.
This information should be included in the contract
files.

Meet with MOC to determ ne why sone ratings posted on
VENDEX are not consistent with the ratings on the
Performance Eval uations. Periodically sanple VENDEX
to ensure that ratings posted on VENDEX correspond to
the ratings on the Performance Eval uati ons.

Require contract nmanagers to review qualifications of
SRO social service staff. This requirenment should be
i ncluded on the new Field Visit Reports.

Instruct the SRO Program Director to ensure that the
contract managers conduct the m ninmum nunber of field
visits during each period.

Adhere to its requirenent that the contract nmanagers
conduct nore visits and work closely with those SRO
operators experiencing programmatic and/or fiscal
probl ens.

Instruct the SRO Program Director to ensure that funds
are withheld from (non-exenpt) operators who fail to
mai ntai n 95 percent occupancy rates.

Ensure that the contract managers use the correct
contract anmpunts and the correct occupancy rates when
cal culating the anounts to be w thhel d.

Review the Field Visit Reports, and other nonitoring
tools, in detail prior to renewing contracts with SRO
operators.

Di scussi on of Agency Response

The matters covered in this report were discussed wth DHS
officials during, and at the conclusion of, this audit. A
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prelimnary draft report was sent and discussed wth DHS

officials at an exit conference held on June 15, 1999. On
June 16, 1999, we submtted a draft report to DHS officials with
a request for comments. A witten response was received from

DHS officials on June 30, 1999.

DHS generally agreed wth the report’s findings and
recommendations. In fact, DHS has taken steps to inplenment 19 of
the 20 recommendati ons. However, DHS disagreed with the finding
and recommendation requiring contract managers to review
qualifications of SRO social service staff. DHS officials stated
that it is not their policy to review staff qualifications,
because SRO providers are expected to use appropriate staff,
provide oversight of their staff, and nonitor services offered.
The full text of the witten comments we received from DHS
officials is included as an addendumto this report.
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INTRODUCTION

Background

The New York City Departnent of Honeless Services (DHS)
provi des tenporary energency shelter, outreach services, and
access to permanent housing for the honeless. Through its
Singl e Room Cccupancy (SRO Support Subsidy Program established
by New York State and New York City in 1987, DHS provides
honmel ess and |owincone single nen and wonen wth access to
per manent and af f ordabl e housi ng in safe and secure
envi ronnent s. Under the SRO Program DHS uses City and State
soci al service funding to contract wth non-profit SRO
operators. The SRO operators provide various services including
counseling, crisis intervention, and recreational activities.

Each contract requires that SRO operators provide services
for a specified nunber of tenants, whose population is made of
DHS referrals (60%, comunity referrals (20%, and housing
needy tenants (20%.1! The contracts require that operators
mai ntain a 95 percent annual occupancy rate (followng the first
year of the contract), provide social services with a qualified
staff, and devel op and revi ew tenant service plans. ?

City agencies are required by Local Law 94 (passed in 1985)
to nonitor and evaluate the performance of every contractor
doing business with the Cty, and to store this information
centrally. In this regard, the Mwyor’'s Ofice of Contracts

. Exampl es of housing needy tenants are people who have been evicted, people

whose rents exceed 40 percent of their income, or people who are currently
[iving in substandard housing.

Tenant service plans are wused to mnmonitor and assess tenants in
rehabilitation prograns, job training, etc., to enable them to |live
i ndependent | y.



(MXC)--charged with ensuring that agencies conply with Local Law
94- -devel oped evaluation procedures and the Vendor Infornmation
Exchange System (VENDEX) . VENDEX is a citywide conputer system
designed to retain, and be a source for, performance information
on contractors and vendors.

SRO operators are evaluated on Form 2, a four-page VENDEX
contractor performance evaluation form specifically intended for
Human Service contractors. (See Attachnent 1 for a copy of the
VENDEX contractor performance evaluation form) Form 2 is
di vided into subsections with the foll ow ng headi ngs:

“Contract Schedul e and Ti neliness of Performnce”
“Program Qual ity and Perfornmance”
“Quality of Fiscal Adm nistration and Accountability”

Each subsection is a checklist of several conponent tasks--
which are rated on a five-point scale from “excellent” to
“unsatisfactory”--followed by an overall rating. Form 2 concl udes
with a single rating being assigned to the “Contractor’s Overall
Per f or mance. ”

DHS assigns a contract mnanager to each SRO contract to
nmonitor and evaluate programmatic and fiscal performance; to
aut hori ze expendi tures, paynents, and budget nodifications; and to
provi de assistance to the operators. The contract rmanagers
nmonitor the SRO operators by conducting field visits to the
facilities, and by reviewng the Uilization Reports (show ng the
average sem -annual and annual vacancy rates). The contract
managers al so review and certify the Monthly Expense Rei nbur senent
Requests submtted by the SRO operators.

The contract managers use the information gathered in these
reports, and their observations during field visits, to conplete a
Form 2 for each SRO operator. The overall ratings for the three
subsections and the rating for Contractor’s Overall Performance on
the conpleted forns are then entered by MOC into the VENDEX system
for access by other Cty agencies.

Obj ectives
Qur objectives were to determ ne whet her:

DHS adequately nonitors SRO contractor perfornmance; and,
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VENDEX performance evaluation ratings are consistent
wi th docunentati on nmai ntai ned by DHS.

Scope and M ethodology

To gain an understanding of the procedures used to nonitor
and eval uate SRO operators, we interviewed DHS forner Assistant
Comm ssioner for Adult Services, the SRO Program D rector, SRO

contract managers, and other relevant DHS personnel. W also
reviewed the Procurenent Policy Board Rules (PPB), the VENDEX
Cont r act or Per f or mance Eval uati on I nstructions (Per f or mance

Eval uation Instructions), and DHS SRO Field Visit Cuidelines. W
reviewed VENDEX' s Form 2 (Performance Evaluation) with the SRO
Program Director and the contract mnanagers to determne the
i nportance of each conponent task.

To determne whether DHS rated SRO operators in accordance
with the Performance Evaluation Instructions, we analyzed the
Performance Eval uations for 56 SRO operators in fiscal year 1997,
and 55 SRO operators in fiscal year 1998.%° W deterni ned whether
the overall ratings were indicative of the conponent ratings.
Specifically, in those instances where an operator was cited for
maj or progranmmatic deficiencies, we determned whether the
deficiencies were reflected in the “Overall Program Quality and
Performance” ratings and the “Contractor’s Overall Performance”
ratings.* Wen we found inconsistencies, we asked the contract
managers for explanations.

W determ ned whether information on the Per f or nance
Eval uati ons was consistent with informati on recorded on VENDEX

W conducted anal yses to determ ne whether the ratings on the
Performance Evaluations for fiscal vyears 1997 and 1998 were
supported by docunentation (e.g., Field Visit Reports and
Utilization Reports) maintained by DHS.

3 Al though there were 58 SRO operators under contract in fiscal year 1998

DHS only provided us with the evaluations for 55 SRO operators.

4 Based on discussions with the SRO Program Director and contract managers,

the Program Quality and Performance subsection of the Performance Eval uation

i s enphasi zed nore than the other subsections in determ ning Contractor’s

Overall Performance. Therefore, we focused our analyses on this subsection
3



W also verified whether the appropriate ratings were given

to contractors for “fulfillment of scope of services,” and
“achieverent of level of services,” (tasks listed under the
Program Quality and Performance section on the Performance
Evaluation). 1In that regard, we reviewed the information recorded

on the Wilization Reports, which indicate occupancy rates, for
fiscal years 1997 and 1998.

e al so revi ewed t he ratings gi ven for “staff
appropriateness and continuity” (under the Program Quality and
Performance section of the evaluation).?® Since DHS does not

check the qualifications of staff hired by the SRO operators, we
interviewed the SRO Program Director and the contract managers
to determine how they evaluated the appropriateness of the

contractors’ staffs. To assess whether staffing conforned to
the contract, we conpared the job positions specified in the
contracts to the positions listed on the Mnthly Expense

Rei mbur senment Requests submitted to DHS by the contractors. W
determ ned from these reports whether positions renai ned vacant,
and whether the vacancies inpacted on the social services
offered to residents. W also reviewed information contained in
the SRO contract files.

We determ ned whether the ratings for “program procedures and
nmet hods,” “program record keeping and reporting,” and “physical
environnment and equipnent” (under the Program Quality and
Performance section of the evaluation) were consistent wth DHS
docunentation. |In addition, we conducted field visits to nine SRO
facilities to determne whether the information in DHS Field
Visit Reports reflected the conditions of the facilities. Based
on our observations, we concluded that the Field Visit Reports
adequately reflected the conditions of the facilities.

We reviewed the Performance Eval uations to determ ne whet her
DHS conducted four field visits to each SRO facility during fiscal
years 1997 and 1998. W also reviewed the Field Visit Reports to
determne whether DHS actually performed the nunber of field
visits reported in the Performance Evaluations. Specifically, we
conpared the Field Visit Reports to the Performance Eval uations
for 10 SRO facilities whose contracts were renewed during fiscal
years 1997 and 1998. Furthernore, we determ ned whether DHS

5 “gtaff appropriateness” refers to experience, training, and conpetence.
Continuity refers to whether staffing is in conpliance with the contract, and
enpl oyee turnover.
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conducted quarterly field visits of these 10 facilities, as
required by DHS Field Visit Cuidelines, during fiscal years 1997
and 1998.

Since DHS revised the Field Visit Guidelines and the Field
Visit Reports during our audit, we interviewed the fornmer
Assi stant Comm ssioner for Adult Services and the SRO Program
Director to determne why these revisions were nade. We al so
made conparisons between the old and new guidelines and Field
Visit Reports.

W determned whether DHS wthheld funding from the SRO
operators who did not maintain a 95 percent occupancy rate, as
required by the SRO contracts. To perform this analysis, we
reviewed the Wilization Reports to determ ne which operators did
not maintain the 95 percent occupancy rate during fiscal years
1997 and 1998. (W excluded the operators who were given an
exenption by the SRO Program Director.) W determ ned the funding
that should have been withheld and conpared our calculations to
the anounts that were actually withheld by DHS. W determ ned the
total funding that DHS withheld by reviewing the disallowance
letters sent to the SRO operators; the nenoranda sent by the
contract managers to DHS Ofice of Finance; the Ofice of
Finance’s year-end Coseout Statenments; and the Integrated
Fi nanci al Managenent Systenis (IFMS) Transaction Reports, which
listed the disbursenents made to SRO operators.

The audit was conducted in accordance wth Generally Accepted
Government Auditing Standards (GAGAS) and included tests of the
records and other auditing procedures considered necessary. This
audit was performed in accordance with the Cty Conptroller's
audit responsibilities as set forth in Chapter 5, Section 93, of
the New York Gty Charter.

Discussion of Agency Response

The matters covered in this report were discussed wth DHS
officials during, and at the conclusion of, this audit. A
prelimnary draft report was sent and discussed wth DHS
officials at an exit conference held on June 15, 1999. On
June 16, 1999, we submtted a draft report to DHS officials with
a request for comments. A witten response was received from
DHS of ficials on June 30, 1999.



DHS generally agreed wth the report’s findings and
recommendations. |In fact, DHS has taken steps to inplenent 19 of
the 20 recommendati ons. However, DHS disagreed with the finding
and recommendation requiring contract managers to review
qualifications of SRO social service staff. DHS officials stated
that it is not their policy to review staff qualifications,
because SRO providers are expected to use appropriate staff,
provide oversight of their staff, and nonitor services offered.
The full text of the witten comments we received from DHS
officials is included as an addendumto this report.

OFFICE OF THE COMPTROLLER
NEW YORK CITY

DATE FILED: July 2, 1999



FINDINGSAND RECOMMENDATIONS

W found that certain SRO operators received satisfactory
eval uations even though they were cited by DHS contract managers
for having major programmatic deficiencies. Further, SRO
operators are not always evaluated consistently. As a result, SRO
operators received different ratings for the sane |evel of
per f or mance.

Further, we found that DHS does not always adhere to its own
procedures for nonitoring SRO operators. Specifically, we found
that DHS did not always conduct four field visits a year to SRO
facilities, as required by the Field Visit Qiidelines. During
fiscal year 1997, the contract managers conducted only 141 (63%
of the 224 field visits that should have been nade to the 56 SRO
facilities under contract. W did note sone inprovenent in fiscal
year 1998--the contract nanagers conducted 194 (88% of the 220
field visits required for 55 facilities.

W also found that sone Performance Evaluations were
i nconpl et e. Specifically, 14 Performance Evaluations in fiscal
year 1997, and 11 Performance Evaluations in fiscal year 1998,
had certain tasks or the “Agency Certification of Contractor
Response” (certifying that the contractor received and responded
to the evaluation) that were | eft blank.

Finally, DHS does not always w thhold the correct anmount of
funding from SRO operators who do not maintain a 95 percent
occupancy rate. As a result, DHS failed to recoup $60,970 from
sone SRO operators and over recouped $6,583 from others in fiscal
years 1997 and 1998.

Figure 1, on the next page, illustrates the results of our
review of DHS Evaluation and Mnitoring of SRO operators.
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The followi ng sections of this report discuss our findings in
further detail.

Some Contractors Received Overall Ratings
of Satisfactory Even Though They Were
Cited for M ajor Programmatic Deficiencies

Five (38% of 13 SRO operators who were cited for major
programmatic deficiencies in fiscal year 1998 still received
“satisfactory” ratings in the Contractor’s Overall Perfornance
rating category. (The five operators are Jericho Residence I,
Jericho Residence 11, BRC Human Services Oyde Burton, Goddard
Ri verside Corner House, and Asian Anericans for Equality.) O
these five operators, one received a “satisfactory” rating for
Overall Program Quality and Performance, and three were given no
rating for Overall Program Quality and Perfornmance. Only one of
the five was rated “needs inprovenent” for Overall Program Quality
and Performance. Simlarly, of nine SRO operators who were cited
for major programmatic deficiencies in fiscal year 1997, six (67%
received “satisfactory” ratings for both Overall Program Quality
and Performance, and Contractor’s Overall Performance. (The six
operators were Colunba Hall, Ega Hall, Genma Hall, Goddard
Ri verside Senate, Hotel Preservation Corp., and Mracle Makers
I nc.)

The Program Quality and Performance subsection of the
Perf ormance Eval uation form contains the foll ow ng seven conponent
tasks: fulfillnment of scope of services, achievenent of |evel of
services, staff appropriateness and continuity, procedures and
met hods, record keeping and reporting, physical environnment and
equi pnent, and adherence to target popul ations and areas. The
subsection also indicates the nunber of site visits nmade to the
facility and whether mgjor progranmmatic deficiencies were
identified during the evaluation period. These conponent ratings
are used to determne the rating for Overall Program Quality and
Per f or mance.

The Per f or mance Eval uati on I nstructions defi ne a
“satisfactory” rating to nean that the contractor has fully or
substantially net al | the contractual requirenents. The

Performance Evaluation Instructions define major programmtic
deficiencies as serious deviations from the contractua
requirenents for service provisions. Accordingly, the SRO
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operators cited for mmjor programmatic deficiencies should not
have received “satisfactory” ratings for Overall Program Quality
and Per f or mance, or Contractor’s COveral | Per f or mance.
Furthernore, contract nanagers agreed that a nmajor programmatic
deficiency would automatically result in a contractor receivVving
“needs inprovenent” ratings for both Overall Program Quality and
Performance, and Contractor’s Overal |l Performance.

Three of the SROs that received “satisfactory” ratings for
Overall Program Quality and Performance, and Contractor’s Overall
Performance in fiscal year 1997, despite being cited on their
eval uations for major programmatic deficiencies, are operated by
Col unba Kavanaugh House, Inc. The three SRGs--Colunba Hall, Ega

Hall, and Gema Hall--all were cited for fiscal deficiencies as
wel | . The contract nmanager noted on the Performance Eval uations
for Colunba Hall and Ega Hall that DHS had reduced the |ength of
their contracts due to poor perfornmance. Colunba Hall and Ega

Hall were initially given six-year contracts, but both contracts
were changed during fiscal year 1998 to one-year contracts wth
options to renew for two years, followed by options to renew for
three years. Clearly, it was not appropriate for DHS to give
Col unba Kavanaugh House “satisfactory” ratings in these cases.

Wien we presented the contract nmanager assigned to these
three SROs with our findings, he informed us that he never gave
“satisfactory” ratings for Overal | Program Quality and
Performance, and Contractor’s Overall Performance as indicated on
the three Performance Evaluations that we obtained from DHS
Contract Unit. The contract nmanager stated that he gave the three
SRGs “needs inprovenent” ratings in these areas.

Anot her contract manager informed us that he initially gave
an SRO operator “needs inprovenent” ratings for Overall Program
Quality and Performance, and Contractor’s Overall Performnmance.
However, he was instructed by the SRO Program Director to change
the Contractor’s Overall Performance rating to “satisfactory.”

It should be noted that the SRO contract files did not
contain any docunentation to support rating changes. Ther ef or e,
we could not determine why the evaluations did not reflect the
i nformati on conveyed to us by the contract nanagers.

Since the PPB rules require Cty agencies to review
contractors’ performance information contained in VENDEX before
entering into contracts, it is inperative that ratings reflect
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act ual per f or mance. Furt her nore, it IS i nport ant t hat
contractors’ deficiencies be reflected in the overall ratings,
since only the overall ratings are recorded in VENDEX By not
ensuring that evaluations are conplete and that they reflect
actual performance, SRO operators are not conpelled to correct
probl ens, contracts are renewed wthout conplete information,
and City agencies can be m sl ed about contractors’ performance.

I nconsistent and | ncomplete Per for mance Evaluations

We found that operators received different ratings for the
sanme | evel of performance. Specifically, nine SRO operators in
fiscal year 1997 and eight SRO operators in fiscal year 1998
received “satisfactory” or “very good” ratings for “achievenent
of level of services,” although the Uilization Reports
indicated that the required 95 percent occupancy rate was not
mai nt ai ned. (The occupancy rates ranged from 85 to 94 percent
for the nine facilities in fiscal year 1997, and from 91 to 94
percent for the eight facilities in fiscal year 1998.) I n
contrast, 20 other facilities wth occupancy rates ranging from
86 to 94 percent received “needs inprovenent” ratings for
“achi evenent of level of services,” during the same two fisca
years.

According to the SRO Program Director, SRO operators who do
not maintain (annual) occupancy rates of 95 percent or greater,
should be rated “needs inprovenent” for ®“achievenent of |evel of
services.” However, based on our review, we found that only one
of the four contract managers is using this criterion.

Three of the four contract managers told us that they do not
al ways give “needs inprovenent” ratings to SRO operators wth
occupancy rates of less than 95 percent. One of the three
contract managers expl ai ned that she does not always give a “needs
i nprovenent” rating because, as an exanple, SRO operators that
have specific target populations or stringent adm ssion policies
may have difficulty renting units. The renaining contract nanager
told us that he always gives a “needs inprovenent” rating to any
operator with occupancy rates bel ow 95 percent.

We also found several other inconsistencies that were not
expl ained, since there were no comments on the Performance
Eval uati ons. For exanple, two SROs operated by the Jericho
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Proj ect received “needs inprovenent” ratings for “achievenent of
| evel of services required by the contract” and “program record
keepi ng” and were not cited for mmjor programmatic deficiencies
during fiscal year 1997. However, two other SRO operators wth
the sane ratings were cited for nmjor programmatic deficiencies
on their eval uations.

Further, seven SRGCs received “needs inprovenent” ratings
for “achievenent of |evel of services required by the contract”
and were cited for major programmatic deficiencies during fiscal
year 1998. Although all seven operators were cited for the sane
deficiencies four of them received “satisfactory” ratings and
three received “needs inprovenent” ratings for Contractor’s
Overal | Performance.

We also found three instances in fiscal year 1998 where the

ratings for “Overall Quality of Fiscal Admnistration and
Accountability” were |eft blank. However, our review of VENDEX
reveal ed “satisfactory” ratings for these areas. For exanpl e,

the fiscal year 1998 Performance Evaluation for Goddard
Ri versi de Corner House SRO cited the operator for programmtic
deficiencies but did not indicate ratings for Overall Program
Quality and Performance, and Overall Quality of Fi scal

Adm ni stration and Accountability. However, VENDEX di spl ayed
“satisfactory” ratings for both areas.

Additionally, we found that the Caring Comunities SRO,
operated by the Progress of People’ s Mnagenent Corporation,
received “needs inprovenent” ratings for Contractor’s Overall
Performance on its fiscal years 1997 and 1998 Perfornance
Eval uations. However, there is no record of the 1997 eval uation
on VENDEX. Furthernore, VENDEX indicated a “satisfactory”
rating for 1998.

Furthernore, we found 14 Performance Evaluations in fiscal
year 1997, and 11 Performance Evaluations in fiscal year 1998,
where certain tasks or the “Agency Certification of Contractor
Response” (certifying that the contractor received and responded

to the evaluation) were left blank. According to the
Per f or mance Eval uati on | nstructions, t he Agency Chi ef
Contracting Oficer, or a designee, should review the

Performance Eval uations before signing them to ensure that the
eval uations are conpl ete.
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I t IS | npor t ant t hat DHS evaluate SRO operators
consistently to ensure that they correct any deficiencies and
continually provide the highest |evel of service. Also, as a
matter of sinple fairness, it seens reasonable to expect that
all SRO operators be eval uated the sane way.

Recommendations

The Departnent of Honel ess Services shoul d:

1. Review the Performance Evaluation Instructions wth
the contract managers to ensure that they understand
the definitions of the ratings.

DHS Response: “Existing guidelines are being expanded to
be nore specific to questions in the perfornmance
eval uati ons. Witten criteria are being prepared for each
rating and wll allow contract managers to better docunent
the justifications for the ratings. Revi sed gui delines
will be reviewed with contract nmanagers to ensure they
understand the definition of the ratings."

2. Instruct the SRO Program Director and the SRO Director
of Contracts to carefully review the Performance
Evaluations to ensure that the overall ratings are
consi stent wth the conponent task ratings.

DHS Response: “W do not think that overall ratings should
al ways be a direct extension of the conponent task ratings.
Based on the particular circunstances of a program
external problens and the effect of those problens on the
program and tenants, categories and conponents may be rated
differently. A major deficiency in a conponent does not
necessarily equate to an overall needs inprovenent rating.
For exanpl e, a conponent task nmy receive a needs
i nprovenent rating and be cited as a mmjor deficiency, but
if it is corrected satisfactorily or is in the process of
being corrected, we feel that it should not be negatively
reflected on an overall rating in the evaluation. It is
the philosophy of the agency to work cooperatively wth
providers as long as possible to affect corrective action
in a positive manner rather than to use ratings or contract
actions punitively.

13



“However, as indicated in our response to reconmendation 1

existing guidelines are being expanded to be specific to
questions in the performance evaluations. Witten criteria
are being prepared for each rating and will allow contract
managers to better docunent the justifications for the
ratings.”

Audi tors’ Comments: Al though DHS agreed with Recommendati on
2, we disagree with DHS belief that major deficiencies do
not necessarily equate to an overall “needs inprovenent”
rating if the deficiencies are corrected or are in the
process of being corrected. As stated in the report, the

Per f or mance Eval uati on | nstructions defi ne maj or
programmatic deficiencies as serious deviations from the
cont ract ual requirenents for service provi si ons.
Performance Evaluation ratings should reflect act ual
conditions for the evaluation period. Rati ngs shoul d not
be wupgraded wuntil corrective action plans are fully
i npl enent ed. VWil e consideration can be made for SRO

operators aggressively handling deficiencies, we found no
evidence of any corrective action plans for those SRO
operators who received overall ratings of satisfactory even
t hough they were cited for major programmatic deficiencies.
Furthernmore, this finding did not include instances where
maj or programmatic deficiencies were cited and corrective
action plans were inplenented.

3. Instruct the SRO Program Director and the SRO Director
of Contracts to carefully review the Performance
Eval uations to ensure that they are conplete.

DHS Response: “The Director of Contracts and the Program
Director wll strengthen the review process to ensure that
all applicable itens are conpleted. As part of the
process, the contract manager and the Director of Contracts
will be required to initial each page to indicate it has
been revi ewed and conpleted.”

4. Instruct the SRO Program Director to docunment reasons
why changes were nade to the Performance Eval uations
This information should be included in the contract
files.
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DHS Response: “Changes to perfornmance evaluations nay be
required as part of the natural process of supervisory
revi ew. However, as part of the revised procedure, any
change to the actual performance evaluation rating that
appears inconsistent with other information wth other
information in the evaluation wll be clarified and
docunent ed.”

5. Instruct the SRO Director of Contracts and the contract
managers to use a uniform guideline when rating SRO
operators for “achievenent of level of services.” Any

devi ati ons shoul d be expl ai ned on the eval uati on.

DHS Response: “As i ndi cat ed in our response to
recomendation 1, existing guidelines are being expanded to
be specific to questions in the performance eval uations.
Witten criteria are being prepared for each rating and
will allow contract nanagers to better docunent the
justifications for the ratings.”

6. I nstruct the contract nanagers to review and apply the
i nformation on t he Utilization Reports when
determining the ratings for “achievenent of |evel of
services.”

DHS Response: “As i ndi cat ed in our response to
recomendation 1, existing guidelines are being expanded to
be specific to questions in the performance eval uations.
Witten criteria are being prepared for each rating and
will allow contract nanagers to Dbetter docunent the
justifications for the ratings.

“Uilization was waived for FY 99 because of an energency
that required DHS to freeze referrals to all SRGs for several
nonths and to ask that vacant units not be rented and be set
aside for emergency use. Therefore, this will apply with the
FY' 00 subm ssion of Performance Eval uations.”

7. Meet with MOC to determ ne why sone ratings posted on
VENDEX are not consistent with the ratings on the
Perf ormance Eval uati ons. Periodically sanple VENDEX

to ensure that ratings posted on VENDEX correspond to
the ratings on the Performance Eval uati ons.
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DHS Response: “The ACCOs Ofice wll neet wth MX to
di scuss this recomendati on.

“Regarding the second sentence in the recommendation — this
office disagrees with the appropriateness of an agency
performng quality control for an oversight entity.
However, we w Il explore whether the ACCOs Ofice workload
will allow “periodic” (frequency to be defined) check to
t ake pl ace.”

8. Contact the Mayor’'s Ofice of Contracts and request
that the Contractor’s Overall Rating for the Caring
Communities SRO operated by Progress of People’s
Managenent be posted for fiscal year 1997 and
corrected for fiscal year 1998.

DHS Response: “The ACCOs Ofice will imediately send MOC
the above evaluations with a cover nenorandum expl aining
what needs to be done to conply with this recomendation.”

DHS Does Not Check Staff Qualifications
or Properly Monitor Staff Continuity

SRO contracts require that services at the facilities be
adm ni stered and supervised by qualified staff. DHS, however,
does not check the qualifications of the staff at the SRO
facilities because, according to the SRO Program Director, DHS
does not want to m cro-nanage SRO operators.

Qur audit found that the ratings given on the Performance
Evaluations for “staff appropriateness and continuity” during

the audit period applied only to continuity, i.e., DHS eval uates
staff turnover but does not evaluate the qualifications of
staff. In fact, DHS renoved the rating category related to the

qualifications of SRO staff from the newy revised Field Visit
Report, which it started using in Novenber 1998. However, since
the primary purpose of the SRO programis to provide supportive
social services, DHS should consider the qualifications of the
staff to be of mmjor inportance.

The SRO Program Director stated that appropriateness 1is
basically eval uated through the performance of the SRO  According
to the Director, unqualified staffing would affect the quality of
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the services, and would ultimately result in poor ratings. It
should be noted that sonme contract mnanagers indicated that they
expressed their concerns about the quality of social service
staffing at sone of the SRO facilities, to the SRO Program
Director, and were offered the sane expl anati on.

Although DHS officials stated that continuity is being
nmonitored at the facilities, we found that the ratings for “staff
appropriateness and continuity” on the Perfornmance Eval uations
did not accurately reflect actual staffing conditions at the
facilities.

For exanpl e, Col unba  Hall and CGema  Hall recei ved
“satisfactory” ratings for “staff appropri at eness and
continuity” on their fiscal years 1997 and 1998 Performance
Eval uations, even though these facilities had long-term staff
vacanci es. In fact, a nmenorandum dated February 26, 1999, from
the Executive Director of Colunba Kavanaugh House (the operator
for Colunba Hall and Gena Hall) to the former DHS Assistant
Comm ssioner of Adult Services, states that staff vacancies had
left residents w thout support services. Specifically, a house
counselor position and a recreation coordinator position at
Colunba Hall, and a house counsel or position at Gema Hall, have
been vacant for significant periods of tine. In fact, the Gema
Hal | house counsel or position was vacant for about three years.

I n anot her exanple, the nmanagenent director position at the
Institute for the Puerto Rican Elderly was vacant during fisca
years 1997 and 1998, and the resident services coordinator
position was vacant for 7 nonths during fiscal year 1997.
Neverthel ess, the SRO operator received a “satisfactory” rating
for “staff appropriateness and continuity” on the fiscal year 1997
Per f ormance Eval uati on. The contract manager noted on the 1997
Performance Eval uation that the SRO operator assured DHS that the

managenent director position would be filled. The 1998
Per f or mance Eval uati on cont ai ns no rating for “staff
appropriateness and continuity,” although a “needs inprovenent”
rati ng should have been given. It should be noted that this SRO

operator received a “very good” rating for Overall Program Quality
and Performance.
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Recommendations

The Departnent of Honel ess Services shoul d:

9. Require contract nmanagers to review qualifications of
SRO social service staff. This requirenment should be
included on the new Field Visit Reports.

DHS Response: “DHS does not agree with this recommendation
and finding. A provider is selected on its ability to run
an SRO and is expected to use appropriate staff, provide
oversight of its staff and supervise the provision of the
services offered. In many cases, DHS funding is provided
to an SRO to enhance already existing services being
provi ded by i ncunbent staff.

“However, DHS will review the SRO contract to determne if
| anguage regarding the review of staff qualifications is
consistent with DHS policy and will revise the contract as
required. New |anguage, if appropriate, wll Dbecone
effective as current contracts are renewed and wll be
reflected in performance eval uations.”

Audi tors’ Comments: According to Article 1.2 of DHS SRO
contracts, “[t]he services to be provided pursuant to this
Agreenent shall be adm nistered and supervised by qualified
full-time and/or part-tinme enployees of the Contractor. A
description of the qualifications and duties of these
enpl oyees is annexed hereto and incorporated herein. ”
It is inportant for DHS to ensure that SRO social service
staff have the qualifications to provide the services
specified under the contract. |In fact, other Cty agencies
conduct such reviews. For exanple, the Adm nistration for
Children’s Services requires day care providers to submt
evidence that their enployees neet mninmum qualifications.

By inplenmenting such procedures, DHS will have reasonable
assurance that program staff have the required education
and experience to perform their duties. Therefore, we

strongly suggest that DHS reconsider this recommendati on.

10. Instruct the contract managers to closely nonitor SRO
staff continuity with an enphasis on social service
staff.
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DHS Response: “DHS does not agree with this recommendation
as witten. Many positions, including social services, are
funded through rental incone or other funding sources and

are not budgeted to DHS. These positions should not be
monitored by DHS contract nanagers. However, staff
vacancies wll be nonitored for positions that are budgeted
to the DHS contract and a hiring plan will be required for

vacant positions that affect the delivery of service.”

Audi tors’ Comments: Qur findings and this recomendation
pertain only to DHS funded social service staff. As
explained in our report, we assessed staff continuity by
conparing job positions specified in the SRO contracts to
the positions listed on the Mnthly Expense Rei nbursenent
Requests submtted to DHS by its SRO operators. In any
case, we are glad that DHS has agreed to take steps to
m nimze the nunber of vacancies at SRO facilities.

11. Ensure that ratings for “staff appropriateness and
continuity” accurately represent staffing conditions
at SRO facilities.

DHS Response: “As i ndi cat ed in our response to
recomendation 1, existing guidelines are being expanded to
be specific to questions in the performance eval uations.
Witten criteria are being prepared for each rating and
will allow contract nanagers to better docunent the
justifications for the ratings.”

DHS Could Not Always Provide Documentation
to Substantiate Field Visits I ndicated
on the Per for mance Evaluations

According to the Performance Evaluation Instructions, DHS
must maintain Field Visit Reports in its contract files to support
the nunber of field visits recorded on the Performance
Eval uations. W found that DHS coul d not substantiate the nunber
of field wvisits on the Performance Evaluations for the 10
facilities we sanpled. Specifically, DHS provided us with only 9
Field Visit Reports for fiscal year 1997, even though the
Performance Evaluations indicate that at least 25 visits were
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conducted.® For fiscal year 1998, DHS provided 27 Field Visit
Reports, even though the Performance Evaluations indicate that at
|l east 33 field visits were nade.

The SRO Program Director and the contract nmanagers stated
that they were unable to provide us with all of the Field Visit
Reports because sone were mstakenly discarded and others could
not be |ocated. Wthout Field Visit Reports, there is no
assurance that SROs are being nonitored in accordance with DHS
pr ocedur es.

DHS Did Not Adhereto the Guidelines
for Conducting Field Visits

Field visits by contract managers are essential to nonitoring
and evaluating the SRO operators. The guidelines in use during
fiscal years 1997 and 1998 required contract nanagers to nake
quarterly field visits to each facility, wth at |east one visit
bei ng unannounced. Contract managers were also required to visit
SROs experiencing programmatic and/or fiscal problens nore
frequently. Based on our review of the Performance Eval uations
we found that these guidelines were not foll owed.

During fiscal year 1997, the contract nmanagers conducted only
141 (63% of the 224 field visits that should have been nmade to
the 56 SRO facilities under contract. Only 5 (9% of the 56
facilities were visited four tines.

W selected a sanple of 10 facilities and anal yzed the nunber
and the dates of the field visits to determne the frequency of
the visits conducted. For fiscal year 1997, we found that none of
the 10 facilities were visited quarterly. One facility was
visited twi ce, seven were visited once, and the renmai ning two were
not visited at all during the fiscal year

W noted inprovenent in fiscal year 1998. Specifically, we
found that, the contract managers conducted 194 (88% of the 220

® Since “4+” is indicated on a Performance Evaluation when a facilitity gets
nmore than four field visits during a fiscal year, we were not always able to
determ ne the exact nunber of reported field visits. For the purposes of
this analysis, we were conservative and considered that only four field
visits were conduct ed.
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field visits required for 55 facilities.’” Thirty-two (58% of the
55 facilities were visited four tines, an inprovenent over the
precedi ng year, but still short of the DHS gui delines.

In fiscal year 1998, one of our ten sanpled facilities was
visited quarterly in accordance with the DHS guideli nes. O the
other nine facilities, five facilities were visited three tines
and four were visited twice. For two of the nine facilities, all
the field visits were made within the sane quarter

Wil e conducting our review, we found that the SRO Program
Director did not have procedures to track field visits. Wen we
i nqui red about this, in Novenber 1998, the Director told us that
he was “aware of when [the contract managers] went out.” In
April 1999, we were provided with docunentation indicating that
the SRO Program Director had started to track field visits in
fiscal year 1999.

I n Novenber 1998, DHS revised the Field Visit Quidelines and
the Field Visit Reports. The new guidelines require that each
facility receive only (a mninmumof) two sem-annual field visits,
with one visit being unannounced. The Director justified revising
the guidelines by explaining that nost SRO operators neet or
exceed their contractual requirenents, negating the need to

conduct four quarterly visits. In his opinion, and in the opinion
of the forner Assistant Comm ssioner of Adult Services, the
revised guidelines will give the contract nanagers nore tinme to

visit and assist those SRO operators who are experiencing
programmati c and/ or fiscal problens.

We conducted a test to determ ne whether the new guidelines
were effective in bringing added assistance to those SRO operators
experiencing programmatic and/or fiscal problens. W asked the
contract managers how often, between Decenber 1998 and April 1999,
they visited the eight SRO operators that received “needs
i nprovenent” ratings for Contractor Overall Performance on their
1998 Performance Eval uati ons. W found that only two of the
facilities were visited twce, and that six of the facilities were
visited once. W also found that the contract managers were not
aware that the guidelines had been changed, so that they could
spend nore tinme assisting operators having problens.

" Al'though there were 58 SROs under contract in fiscal year 1998, we coul d not
determ ne the nunber of field visits made to three facilities.
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For exanple, one contract manager inforned us that she was
instructed to delay her field visits to the Caring Conmunities
SRO--three separate |ocations--operated by the Progress of
Peopl e’ s Managenent Corporation, in order to allow them tine to
correct their programmatic deficiencies. According to the fiscal
year 1998 Performance Evaluation, this SRO operator received
“needs inprovenent” ratings for all seven conponent tasks wthin
Program Quality and Performance as well as a “needs inprovenent”
for Contractor’s Overal |l Performance.

W al so noted that DHS renewed the contract with the Progress
of People’s Managenent Corporation for only one year (ending June
30, 1999), because the operator received “needs inprovenent”
ratings for Program Quality and Performance in fiscal years 1997
and 1998. A Final Recommendation for Award nmeno from DHS to the
City Chief Procurenent Oficer justified the renewal by stating
that the contract was being renewed to assist the operator in
i npl ementing a corrective action plan. DHS stated in its neno
that it planned to termnate the contract if the plan was not
i npl enented, but that it (DHS) could not afford to |ose 225 units
of housing “. . . without first exhausting every avenue to inprove
t he performance of the contractor.”

Neverthel ess, the contract manager only visited the three
| ocations operated by the Progress of People’ s Managenent
Corporation in July 1998 and did not nake any other visits until
March and April 1999. Thus, we question whether the revised
guidelines requiring two field visits are acconplishing what DHS
i nt ended.

Recommendations

The Departnent of Honel ess Services shoul d:

12. Ensure that the contract files contain copies of all
Field Visit Reports.

DHS Response: “A standardized filing systemw ||l be set up
for each contract each fiscal year.”
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13. Instruct the SRO Program Director to ensure that the
contract managers conduct the mninmum nunber of field
visits during each period.

DHS Response: “As noted on page 18 of the Draft report, a
new field visit tracking nmethod was inplenmented during
FY'99 to ensure that the contract managers conduct the

m ni mum nunber of field visits during each period. I n
addition, in the event of a prolonged staff absence, the
Program Director, in consultation wth the Assistant
Comm ssi oner, wi | | determne the appropriate coverage

schedul e for field visits.”

14. Adhere to its requirenent that the contract nmanagers
conduct nore visits and work closely with those SRO
operators experiencing programmatic and/or fiscal
probl ens.

DHS Response: “Qur revised current procedures acknow edge
the inportance of field visits as a tool to provide technical

assistance to inplenment corrective action. However, field
visits may not be the nost appropriate way to resol ve program
or fiscal problens. Based on the nature and conplexity of

the issues requiring resolution, discussions may be needed
between the executive staff of the contractor, DHS and ot her
organi zati ons and agenci es. On-site observations may not
always be relevant to the issues and problens under
di scussion. Therefore, DHS nust determ ne the circunstances
and frequency under which the contract manager should make
nore than the m ni mum nunber of field visits.”

Auditors’ Conments: As stated in the report, DHS sole
justification for reducing the required nunber of field
visits to SROs was to allow contract managers nore tine to
visit and assist those SROs experiencing problens. However,
we found no evidence that DHS expended any extra time and
effort to SRGs that were cited on their evaluations for
havi ng significant problens. Therefore, the program is not
realizing any benefit from this change in DHS nonitoring
pr ocedur es.
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DHS Did Not Always Withhold Funding
from Contractorsthat Did Not M eet
Occupancy Requirements

DHS did not withhold $60,970 in funding from SRO operators
that did not maintain (annual) 95 percent occupancy rates during
fiscal years 1997 and 1998. The SRO operators are contractually
required to maintain a 95 percent occupancy rate, which is
calcul ated sem -annually for the periods July through Decenber and
January through June. |If the 6-nonth average is bel ow 95 percent,
DHS can withhold funding in proportion to the reduced I|evel of
utilization. The funding is supposed to be reinbursed if the
yearl|ly average equal s or exceeds 95 percent.

Based on our review of DHS Shelter Placenent D vision s
Uilization Reports for fiscal vyears 1997 and 1998, and
di scussions with the SRO Program Director, we found 28 instances
in fiscal year 1997, and 30 instances in fiscal year 1998, where
SRO operators did not neet a 95 percent occupancy rate for both
6-nonth periods, or one 6-nonth period and the year. Each 6-
nmonth period that a 95 percent occupancy rate was not nmaintai ned
was considered an instance, as long as the 95 percent threshold
was not met by the end of the year.?®

Qur analyses found that DHS did not recoup the correct
funding for 15 (54% of the 28 instances in 1997, and 18 (60%
of the 30 instances in 1998. As a result, DHS did not recoup
$60, 970 (26 instances), and over recouped $6,583 (7 instances)
in fiscal years 1997 and 1998. For exanple, the Caring
Communities SRO operated by the Progress of People’ s Minagenent
Corporation had an occupancy rate of 90 percent for the period
July through Decenber 1997. Consequently, DHS should have
recouped $9,720, however, it did not. In another exanple,
Col unba Hall has an occupancy rate of 90 percent for the period
January through June 1998. Therefore, DHS shoul d have recouped
$5, 127, however, again DHS did not recoup any funds.
(Attachnent 2 contains a list of the SRO operators and the
anpunts to be recouped or remtted.) Qur findings are shown in
Table I.

8 W excluded six SROs that were exenpted by DHS from maintaining a 95 percent
occupancy rate.
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TABLE |

Fundi ng Wthheld From Operators Wth < 95% Qccupancy
Fi scal Years 1997 and 1998

Fi scal Year 1997 Fi scal Year 1998

Description | Instances | Anount |Instances | Anount Tot al
Anpount s

DHS Di d Not

Recoup Any

Funds 10 $31, 961 10 $25, 029 $56, 990

DHS Made

Parti al

Recoupnent s 3 $ 3,657 3 $ 323 $ 3,980

Total Under

Recoupnent s 13 $35, 618 13 $25, 352 $60, 970

DHS Over

Recouped 2 $ 3,433 5 $ 3,150 $ 6,583

We found five instances in fiscal years 1997 and 1998 where
SRO operators did not maintain a 95 percent occupancy rate for
the 6-nmonth period from July to Decenber, but did achieve a 95
percent average for the year. In these five instances, DHS
shoul d have recouped funding at the end of the 6-nonth period
and then reinbursed the operators at the end of the fiscal year.
In tw of the five instances this did occur, but in two
instances DHS did not recoup any funds; in the fifth instance
DHS recouped $1,692, but did not nmke the reinbursenent.
Nei ther the SRO Program Director nor the contract nanager could
expl ain why the reinbursenent was not nade.

It is inportant that DHS enforce the requirenent that SRO
operators mamintain a 95 percent occupancy rate to ensure that

operators make every effort to fulfill this contractual
obl i gation. Further, the recoupnent process, if done correctly,
will ensure that operators are only paid for services actually
provi ded.
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Recommendations

The Departnent of Honel ess Services shoul d:

15. Instruct the SRO Program Director to ensure that funds
are wthheld from (non-exenpt) operators who fail to
mai ntain 95 percent occupancy rates.

DHS Response: “A procedure has been developed to ensure
that funds are withheld from operators who fail maintain 95
percent occupancy rates and that waivers are granted to
t hose operators who denonstrate the need for exenptions to
the 95 percent occupancy requirenent. A new notification
letter to the providers was also devel oped as part of the
procedure that wll include dates, contract anounts and
per cent ages. This will facilitate the reviewer’s ability
to ensure that the correct anmounts and percentages are used
when cal culating the anmobunts to be wthheld. The letters
will be submtted to providers to notify them of deductions
and reinbursenments and to DHS Finance to instruct them to
make the appropriate deduction. As noted in our response
to recomendation 6, the next wutilization period is July
1999 to Decenber 1999. Utilization occupancy wll be
cal cul at ed January 2000.”

16. Ensure that the contract nanagers use the correct
contract anounts and the correct occupancy rates when
cal cul ating the amounts to be w thheld.

DHS Response: “As i ndi cat ed in our response to
recommendation 15, a procedure has been developed to
address this issue. However, it should be noted (as stated
in our response to recommendation 6) utilization was waived
for FY 99. The next wutilization period is July 1999 to
Decenber 1999. Utilization occupancy wll be calculated
January 2000.”

17. Ensure that the contract nmanagers instruct DHS Ofice
of Finance to reinburse SRO operators who should be
rei moursed at the end of a fiscal year.

DHS Response: “As i ndi cat ed in our response to
recommendation 15, a procedure has been developed to
address this issue. However, it should be noted (as stated
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in our response to recommendation 6) utilization was waived
for FY 99. The next wutilization period is July 1999 to
Decenber 1999. Utilization occupancy wll be calculated
January 2000.”

18. Recoup fromor remt to the SRO operators the anmounts
listed in Attachnent 2 of this report.

DHS Response: “DHS will review Attachnment 2. Any anounts
owed to providers will be refunded. Utilization deductions
cited as not made will be further reviewed to determ ne
whet her deductions were not nade due to waivers that should
have been grant ed. DHS will notify all providers of the
status of any outstanding utilization, but penalties wll
not be assessed retroactively.”

Audi tors’ Comments: It is inportant for DHS ensure that
the Cty pays only for those services actually provided by
the SRGs. Therefore, we strongly urge DHS to follow its
procedures and recoup funds from those SROs that did not
nmeet the required 95 percent occupancy rate. It should be
noted that all SROs that were granted waivers by DHS were
excluded fromthis anal ysis.

DHS Renewed a Contract That
Should Not Have Been Renewed

I n Decenber 1998, officials from DHS and the Jericho Project
(Jericho) made a formal decision to close the SRO | ocated at the
Devon Hotel within a year. Only 18 nonths earlier, DHS renewed
t he $691, 200 contract with Jericho for a 6-year term-July 1, 1997
t hrough June 30, 2003--despite the fact that the SRO had a history
of poor performance.® (A though Jericho does not own the hotel,
Jericho’'s contract required it to be responsible for all repairs
and mai nt enance.)

Prior to renewing the contract, the DHS contract nanager
rated Jericho as “unsatisfactory” on a Field Visit Report.
Followng the renewal, the contract nmanager repeatedly cited
Jericho for poor performance and recommended that the contract
be term nated.

9 The Devon Hotel is |located at 306 West 94'" Street. Jericho was contracted to
provi de services for 64 residents.
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According to the contract nanager and Jericho’ s i nical
Director, discussions to termnate the contract began as early
as January 1998--only 6 nonths after it was awarded. The
foll ow ng chronol ogy shows that the contract should never have
been renewed for a 6-year term (At nost, the renewal should
have been for a year to allow DHS to relocate the residents.)

August 5, 1996: The SRO Program Director rated Jericho as
“satisfactory” on all conponent tasks and on the Contractor’s

Overall Performance (FY 1996 Performance Eval uation). Based
on the results of that evaluation, only one field visit was
conduct ed.

Novenber 15, 1996: The newly assigned contract mnanager
visited Jericho and gave it an overall *“unsatisfactory”
rating on the Field Visit Report. The contract manager cited
Jericho for not offering nental health services and for not
updating client case records since 1995. The contract
manager noted that the staff was not qualified to deal wth
the client population, and also cited the poor general
mai nt enance and physical condition of the building. (It
should be noted that these problens were not identified by
t he previous contract manager assigned to nonitor this SRO)

April 23, 1997. DHS ACCO stated in her Recomendation for
Award nmenorandumto the Gty s Chief Procurenent Oficer that
the contract with Jericho should be renewed because it was a
responsible provider and was rated “satisfactory” for
Contractor’s Overall Performance on its fiscal year 1996
Per f ormance Eval uati on

June 19, 1997: DHS renewed the contract with Jericho for 6
years. The contract was for $691, 200.

Sept enber 30, 1997 through June 26, 1998: The contract
manager conducted four field visits to the facility. For
each wvisit, Jericho received “needs inprovenent” on its
overall ratings.

Jericho also received a “needs inprovenent” rating for
Contractor Overall Performance in fiscal year 1997, and an
“unsatisfactory” rating for Contractor Overall Performance in
fiscal year 1998.

28



On July 10, 1998, in a nenorandum to the SRO Program
Director, the contract nmanager stated that “[s]ince Cctober 1996
| have not found the SRO structurally safe and clean for

human 11 ving. My recommendation is that tenants should not be
living [in] conditions Iike this. | think [the] tine has cone for
DHS to reconsider funding this SRO Project.” The contract manager

told us that he believed from the tinme that he was assigned to
monitor this SRO -Cctober 1996, that DHS should have term nated
the contract. On January 8, 1999, we visited the Devon Hotel with
the contract manager and found the conditions to be consistent
wi th those he reported.

According to the Jericho Project’s Executive Director, the
poor physical conditions were due to a “lack of site control”
(i.e., the operator does not own the property), and the landlord s
unwi | ingness to make repairs. Further, DHS should not have
renewed this contract because NYS Social Services Law prohibits
an SRO (in this program) from being located in a hotel, notel,
or other dwelling occupied transiently. Since the Jericho
Project operates this SRO in the Devon Hotel, a commercial SRO
DHS shoul d not have had a contract with Jericho for this site.

We asked the forner Assistant Conm ssioner for Adult Services
why DHS had contracted with an SRO operator that did not have site
control. She answered that the (original) contract was entered
into prior to her enploynent with DHS

Recommendations

The Departnent of Honel ess Services shoul d:

19. Review the Field Visit Reports, and other nonitoring
tools, in detail prior to renewing contracts wth SRO
operators.

DHS Response: “Current procedures include review of field
visit reports and other nonitoring tools prior to renew ng
contracts with SRO operators. In the exanple cited, DHS
wor ked closely with the provider, Jericho Project, to help
themto resolve building issues. This included discussions
bet ween the executive managenent of DHS and the provider
whereby alternative steps were discussed, i ncl udi ng
possible legal action and involvenent of other agencies,
which could have led to inproving building conditions.
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When this becane untenable, DHS and Jericho jointly planned
the closing of the site and the relocation of the tenants.
This is in keeping with our philosophy to work wth
providers as long as possible to affect corrective action
rather than termnate or not renew for poor ratings. Thi s
is particularly inportant for SROs because of the long term
service and fiscal inpact of not renewing a contract for
both the provider and the agency. . .~

20. Instruct the SRO Program Director to ensure that the
Recomendati on for Award nmenoranduns include conplete
and accurate information.

DHS Response: “Recommendation for Award nenoranduns are

prepared by contract managers but wll be reviewed for
conpl eteness and accuracy by the Director of Contracts.
The Program Director will conduct a second review of any

contract that received a needs inprovenent in its prior
year performance evaluation or required a corrective action
in the current year to ensure that conplete information
pertaining to the contractor’s performance is included.
Conpl etion by subm ssion of FY' 01 contract renewal s.”
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