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The City of New York
Office of the Comptroller
Bureau of Financial Audit
Audit Report on the Compliance of the
Department of Homeless Services with City Procurement
Rules and Controls over Payments to Non-Contracted
Providers
FK09-069A
AUDIT REPORT IN BRIEF
The Department of Homeless Services (DHS) is responsible for providing temporary
emergency shelter and social services to eligible homeless families and individuals in a safe and
supportive environment. Services for homeless families are primarily delivered by approximately
150 providers under both formal written contracts and unwritten or handshake agreements with
DHS. DHS pays non-contracted providers for services based upon mutually-agreed-upon daily
rates and provider-reported lodging data.
We conducted this audit to determine DHS compliance with regulations for contracting
and paying providers of shelter and social services to homeless families and to assess DHS’s
monitoring of those services. In Fiscal Year 2008, DHS made payments totaling $152.7 million
to 107 non-contracted providers.

Audit Findings and Conclusions
In Fiscal Year 2008, DHS failed to contract with providers of shelter and social services and
did not account for and process provider payments through the City’s Financial Management
System (FMS) as required by the New York City Administrative Code, the City Charter, the
Procurement Policy Board (PPB) rules, and Comptroller’s Directive #24. Instead, DHS operated
using unwritten agreements and paid providers from an agency bank account.
Previous Comptroller’s Office audits and letters in June 1998, October 2003, June 2007,
and June 2008 cited DHS for its failure to contract formally for shelter services. Although DHS
stated in October 2003 that it would make “every effort to convert to contract,” it failed to do so.
As of February 2008, DHS did not have contracts with 91 of 154 providers. These 91 providers
accounted for 5,150 of 9,649 units—more than 53 percent—used to house homeless families.
During the course of our audit, DHS made progress towards contracting with providers. As of
January 2010, DHS contracts for 60 percent of units, and DHS provided documentation that it is
Office of New York City Comptroller John C. Liu

in the process of contracting for an additional 8 percent of units used to house homeless
families.1 However, DHS needs to make additional progress and should do so expeditiously.
In November 2008, DHS began to account for and process all provider payments through
FMS. However, DHS continues to violate Comptroller’s Directive #24 because it is improperly
using Purchase Orders to process payments to non-contracted providers. Purchase Order
Documents should be used only for special, non-procurement expenditures for which a contract
is not required.
DHS failed to institute sound and effective internal controls and did not monitor
providers to ensure that they accurately recorded and reported client-lodging days. Therefore,
when DHS calculates payments to providers, it relies on an honor system and simply uses the
unchecked client-lodging days submitted by providers.
Additionally, DHS made unjustified payments to a provider totaling $953,635. DHS
maintained that these payments were for expenses, such as real estate taxes, prior year close-out
payments, start-up budget costs, and interest on start-up budget costs. However, DHS is not
obligated to reimburse providers for expenses in addition to paying them substantial rates of
between $810 and $4,8362 per family per month. Moreover, since the DHS billing system did not
allow lump-sum payments to be made to providers, DHS generated the unjustified payments
using duplicate lists of clients and service dates and invented rates and provided this data to
support and justify the payments.
DHS also failed to adequately monitor providers to ensure that they provided safe and
sanitary shelter to homeless families and transitioned them to permanent housing in a timely
manner.

Audit Recommendations
To address these issues, we make 15 recommendations, including that DHS should:


Enter into contracts with all providers of shelter and social services that delineate
services to be provided, establish performance standards, and provide termination
clauses and remedies.



Comply with the New York City Administrative Code, the City Charter, and PPB
rules regarding contracting.

1

These figures are based on the number of facility units and provider contract status indicated on the DHS
Family Shelter Listing dated January 12, 2010, as well as DHS emails regarding contract proposal
eligibility determinations and Mayor’s Office of Contract Services Calendars of Public Hearings on
Contract Awards.
2
Daily rates ranged from $27 to $161.20 per family per day and averaged $88.53 per family per day. We
calculated monthly rates based upon a 30-day month.
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Comply with Comptroller’s Directive #24 and record contracts and associated
payments in FMS and use prescribed purchasing documents to process payments.



Immediately institute a sound and effective system of internal controls and monitor
providers to ensure that they accurately record and report client-lodging days. These
controls should include, but not be limited to, conducting random, periodic
inspections of client sign-in logs.



Pay providers only for shelter and social services and calculate provider payments
based on accurate client-lodging data and mutually-agreed-upon daily rates.



Conduct unannounced periodic site inspections and interviews with clients and staff.



Work with providers that consistently fail to meet placement targets to improve their
performance.
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INTRODUCTION
Background
DHS is responsible for providing temporary emergency shelter and social services to
eligible homeless families and individuals in a safe and supportive environment. Services for
homeless families are primarily delivered by approximately 150 for-profit and non-profit
providers under both formal written contracts and unwritten or handshake agreements with DHS.
Upon entering the shelter system, DHS refers homeless families to providers who in turn house
them in various types of transitional residences. Families entering the system during business
hours are placed directly with conditional housing providers. Conditional housing consists of
hotels, cluster site apartments, Tier II facilities3, and adult family shelters. Conditional housing
providers deliver both shelter and social services to homeless families to help them transition to
permanent housing. Families entering the shelter system after business hours are placed with
late arrival family shelter providers. These providers offer only one night lodging and no social
services. Subsequently, DHS places families with conditional housing providers.
DHS pays non-contracted providers for shelter and social services based upon mutuallyagreed-upon daily rates and provider-reported lodging data. In Fiscal Year 2008, DHS paid noncontracted providers between $810 and $4,836 per family per month, with an average payment
of $2,656 per family per month. Non-contracted providers report client-lodging data daily to the
DHS Vacancy Control Unit, which in turn enters the data in the DHS Client Tracking System
(CTS). Non-contracted providers then submit monthly invoices to the DHS Billing Unit. The
Billing Unit compares provider-reported lodging data on invoices to provider-reported lodging
data in CTS. Should this information differ, DHS uses provider-reported lodging data in CTS to
calculate non-contracted provider payments unless the non-contracted provider submits
documentation evidencing that CTS data is incorrect.
This audit was prompted by previous Comptroller’s Office audits and letters in June
1998, October 2003, June 2007,4 and June 2008 that cited DHS for its failure to contract
formally for shelter services. Although DHS stated it would make “every effort to convert to
contract” in October 2003, it did not do so. Rather, DHS continued to operate under unwritten or
handshake agreements and pay non-contracted providers from an agency bank account. In Fiscal
Year 2008, DHS made payments totaling $152.7 million to 107 non-contracted providers from
this account. The term “providers” hereafter refers only to non-contracted providers of shelter
and social services for homeless families.

3
4

4

Tier II facilities provide private rooms or apartment style units and offer on-site social services in
accordance with Title 18, Part 900 of the Rules and Regulations of the State of New York.
Comptroller’s reports entitled Audit Report on the Department of Homeless Services’ Payment Procedure
for Clients Housed in Privately Owned Hotels (ME97-184A), Audit Report on Department of Homeless
Services Controls Over Payment to Hotel and Scatter Site Housing Operators July 1, 2001–June 30,
2002 (FM03-123A), and Audit Report on the Department of Homeless Services Administration of Its
Billing System and Miscellaneous Expense Accounts (ME07-073A) cited DHS for its failure to contract
formally for shelter services.
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Objective
The objectives of this audit were to determine whether DHS:


Complied with Title 6 of the New York City Administrative Code, Chapter 13 of the
New York City Charter, PPB rules, and the New York City Comptroller’s Internal
Control and Accountability Directives, Directive #24, “Agency Purchasing
Procedures and Controls,” when procuring and paying for shelter and social services,



Maintained adequate controls over payments made to providers for shelter and social
services to homeless families, and



Adequately monitored providers to ensure that they satisfactorily provided shelter and
social services for which they were paid.

Scope and Methodology
We conducted this performance audit in accordance with generally accepted government
auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objectives. This audit was conducted in
accordance with the audit responsibilities of the City Comptroller as set forth in Chapter 5, §93,
of the New York City Charter.
This audit covered the period July 2007 through October 2009.
To obtain an understanding of the policies, procedures, and regulations governing
payments to providers, we reviewed the following DHS documents:






Housing Emergency Referral Operations, “A Procedural Manual for Family Shelter
Placements and Vacancy Control,”
Billing Unit for Family Shelters, “A Procedural Manual for Processing Billing
Submissions from Contracted & Non-Contracted Family Shelter Providers in
Conjunction with the CTS/Homes Unit and the OIT Unit,”
Billing Unit (Billing and Imprest Accounting Services/Finance), “Fiscal Billing
Policy,”
Hotel Family Program Billing Unit, Procedure No. 00-503, “Procedure for Verifying
Client Occupancy at Hotels,” and
DHS, “Guidelines for Expansion of Capacity Prior to Finalization of the Contract in
Order to Meet an Emergency Need.”

We interviewed DHS officials responsible for client placement, processing clients exiting
the shelter system, collecting and recording client-lodging data, CTS maintenance, audit and
payment of provider invoices, bank account custodians, authorizing provider facilities, and
5
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inspecting provider facilities. We also reviewed Title 6 of the New York City Administrative
Code, Chapter 13, of the New York City Charter, PPB rules, and the New York City
Comptroller’s Internal Control and Accountability Directives, Directive #24, “Agency
Purchasing Procedures and Controls.” These regulations were used as criteria in evaluating DHS
compliance with and controls over its procurement and payment procedures.
We obtained a schedule of all payments made from the agency bank account to providers
during Fiscal Year 2008. This list included monthly payments to 107 providers and totaled
approximately $152.7 million. To assess the accuracy and completeness of this listing, we traced
monthly provider payments from this list to corresponding bank statements. We then sorted this
list and identified providers paid $10,000–$1 million, providers paid $1 million–$3 million, and
providers paid more than $3 million. There were 101 providers paid at least $10,000 that
received payments totaling $152.6 million. From these, we selected a sample of 15 providers that
received payments totaling $42 million as follows:


Of the 52 providers paid $10,000–$1 million, we randomly selected 5 providers,



Of the 33 providers paid $1 million–$3 million, we randomly selected 5 providers,
and,



Of the 16 providers paid more than $3 million, we judgmentally selected the 3 highest
paid providers and randomly selected 2 of the remaining 13 providers.

To determine whether the payments made to sampled providers were accurately
calculated based on CTS client-lodging data, we obtained and reviewed the providers’ monthly
invoices and monthly CTS Pre-Payment Registers for Fiscal Year 2008. We compared the
number of client-lodging days indicated on provider invoices to the number of client-lodging
days indicated on CTS registers. We also determined whether provider invoices were certified by
the providers.
We judgmentally selected 2 of the 15 sampled providers and tested their CTS clientlodging data for accuracy and adequate support as follows. We reviewed supporting
documentation, including client sign-in logs, social service workshop attendance records, and
unit inspection reports maintained by providers to determine whether clients listed by providers
on the monthly invoices for June 2008 were in fact residing in provider facilities. We reviewed
the “Request for Voluntary Direct Payment for Emergency Housing” forms which clients fill out
on entry to check clients’ intake dates, and we reviewed exit reconciliation forms and related
supporting documentation to check each client’s exit date. When we noted discrepancies, we
calculated duplicate and unsupported payments.
During the course of our audit, DHS informed us that it closed its agency bank account
and that it accounted for and processed provider payments though FMS. We obtained a letter
from JP Morgan Chase dated November 18, 2009 confirming that the agency bank account was
closed on August 17, 2009. To determine whether provider payments were accounted for and
processed through FMS, we obtained a report from FMS detailing DHS’s Other than Personal
Service expenditures made from July 2008 through July 2009 and identified payments made to
6
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providers. We then determined whether all providers were paid through FMS and whether the
appropriate purchase documents were used to make the payments.
DHS further informed us that it contracted with additional providers. To determine
whether DHS did so, we requested a current DHS Family Shelter Listing indicating provider
contract status and associated contract numbers. We then obtained newly contracted providers’
agreements from the Comptroller’s Omnibus Automated Image Storage and Information System.
Additionally, we compared the number of contracted providers and units on October 19, 2007,
February 11, 2008, December 21, 2009, and January 12, 2010.
To determine whether DHS adequately monitored providers to ensure that they
satisfactorily provided shelter to clients, we inspected facilities, determined whether facilities
were issued violations for unsafe and unsanitary conditions, and reviewed DHS Facilities
Maintenance and Development Division (FMD) inspection reports. We judgmentally selected 2
of the 15 sampled providers and inspected their facilities to determine whether they housed
clients in safe and sanitary conditions. We inspected the Aladdin Hotel on July 16, 2009, and 6
of 59 cluster site facilities operated by Pilgrim Icahn on July 21, 2009. We noted numerous
hazardous and unsanitary conditions at all the facilities and documented these conditions with
photographs, video, and memoranda. On July 22, 2009 and July 27, 2009, we sent letters
concerning each of the two providers’ facilities to DHS notifying it of the results of our
observations.
We also searched the Department of Housing Preservation and Development’s (HPD)
publicly available Web site for open violations issued by HPD inspectors for unsafe and
unsanitary conditions at the Aladdin Hotel and the 59 Pilgrim Icahn facilities. We then quantified
the number of open violations and determined whether there was litigation pending against these
facilities for open HPD violations as of October 2009. In addition, we requested and reviewed
FMD inspection reports for the seven facilities we inspected to determine whether the FMD
reports had identified and documented follow-up actions on unsafe and unsanitary conditions for
which violations were issued.
To determine whether DHS adequately monitored providers to ensure that they
transitioned clients to permanent housing in a timely manner, we requested DHS policies and
guidelines regarding how long clients should stay in transitional housing. DHS had no such
guidelines, but informed us that on average, homeless families stay in transitional housing for
nine months. We then requested DHS Family Services Permanent Housing Targets reports for
Calendar Years 2007 and 2008 and quantified the number of providers that met annual
placement targets in Fiscal Year 2008. We reviewed the June 2008 invoices of the two
judgmentally selected providers (the Aladdin Hotel and Pilgrim Icahn), determined the number
of clients who resided in transitional housing for more than the nine-month average, and
calculated the cost of housing these clients beyond the average nine-month stay.

7
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Discussion of Audit Results
The matters covered in this report were discussed with DHS officials during and at the
conclusion of this audit. A preliminary draft report was sent to DHS officials and discussed at an
exit conference held on January 5, 2010. On February 2, 2010, we submitted a draft report to
DHS officials with a request for comments. We received a written response from DHS on
February 19, 2010, in which DHS strongly disagreed with the report’s findings and generally
disagreed with or stated that it was already in compliance with the report’s recommendations.
Specific DHS comments and our rebuttals are contained in the relevant sections of this
report. The full text of the response received from DHS is included as an addendum to this
report.

8
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FINDINGS AND RECOMMENDATIONS
In Fiscal Year 2008, DHS failed to contract with providers of shelter and social services and
did not account for and process provider payments through FMS as required by the New York City
Administrative Code, the City Charter, PPB rules, and Comptroller’s Directive #24. Instead, DHS
operated using unwritten agreements and paid providers from an agency bank account.
The City’s contracting process provides safeguards to ensure that potential contractors
are capable of satisfactorily and fully delivering services to clients and that contracts are fair,
competitive, transparent, and in the best interest of the City. This process also requires City
agencies to evaluate contractors’ performance and report performance evaluation ratings and
cautionary information in the City’s Vendor Information Exchange System (VENDEX) so that
other agencies can make informed decisions when considering providers for additional City
contracts. The proper recording and reporting of contractor payments in FMS also establishes
transparency, accountability, and oversight for contractor payments.
Previous Comptroller’s Office audits and letters in June 1998, October 2003, June 2007,
and June 2008 cited DHS for its failure to contract formally for shelter services. Although DHS
stated in October 2003 that it would make “every effort to convert to contract,” it failed to do so.
As of February 2008, DHS did not have contracts with 91 of 154 providers. These 91 providers
accounted for 5,150 of 9,649 units—more than 53 percent—used to house homeless families.
During the course of our audit, DHS made progress towards contracting with providers. As of
January 2010, DHS contracts for 60 percent of units and DHS provided documentation that it is
in the process of contracting for an additional 8 percent of units used to house homeless families.
However, DHS needs to make additional progress and should do so expeditiously.
Additionally in November 2008, DHS began to account for and process all provider
payments through FMS. However, DHS continues to violate Comptroller’s Directive #24
because it is improperly using Purchase Orders to process payments to non-contracted providers.
Purchase Order Documents should be used only for special, non-procurement expenditures for
which a contract is not required.
DHS failed to institute sound and effective internal controls and did not monitor
providers to ensure that they accurately recorded and reported client-lodging days. Therefore,
when DHS calculates payments to providers, it relies on an honor system and simply uses the
unchecked client-lodging days submitted by providers. Consequently, we found that DHS made
duplicate payments totaling $25,918 to a provider and made payments to a provider totaling
$23,866 that were not supported by client sign-in logs or other supporting documentation.
Additionally, DHS made unjustified payments to a provider totaling $953,635. DHS
maintained that these payments were for expenses, such as real estate taxes, prior year close-out
payments, start-up budget costs, and interest on start-up budget costs. However, DHS is not
obligated to reimburse providers for expenses in addition to paying them substantial rates of—
between $810 and $4,836 per family per month. Moreover, since the DHS billing system did not
allow lump-sum payments to be made to providers, DHS generated the unjustified payments

9
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using duplicate lists of clients and service dates and invented rates and provided this data to
support and justify the payments.
DHS also failed to adequately monitor providers to ensure that they provided safe and
sanitary shelter to homeless families and transitioned them to permanent housing in a timely
manner. HPD, DOB, and FDNY routinely inspected providers’ facilities and repeatedly issued
them violations for conditions including bedbug, roach, and vermin infestation, peeling lead
paint, lacking carbon monoxide detectors, smoke detectors and fire extinguishers, and broken or
defective fire doors. However, providers failed to correct unsafe and unsanitary conditions and
DHS failed to identify or to follow up on these conditions.
Although DHS set monthly and annual targets regarding the number of clients placed in
permanent housing (placement targets), it failed to ensure that providers met these targets and
took no substantive measures against the providers that did not do so. Consequently, homeless
families are languishing in transitional housing for as long as 6 ½ years, which costs the City up
to $4,836 per family per month.
These findings are discussed in detail in the following sections of this report.

DHS Failed to Contract for Services and Pay for Services through FMS
DHS failed to contract with 107 providers of shelter and social services and did not
account for and process provider payments totaling $152.7 million through FMS in Fiscal Year
2008. Instead, DHS operated using unwritten agreements and paid providers from an agency
bank account, in violation of the New York City Administrative Code, the City Charter, PPB
rules, and Comptroller’s Directive #24. Chapter 13 of the City Charter requires that all services
paid from the City treasury be procured in accordance with the Charter and PPB rules. The
Charter and PPB rules require that all agreements for such services be in writing. Written
contracts bind parties to one another and delineate services to be provided, establish performance
standards, and provide termination clauses and remedies. Further, the Administrative Code, the
Charter, PPB rules, and Comptroller’s Directive #24 require agencies to:

10



Vet providers to determine whether they are capable of fulfilling contract
requirements, have the business integrity to justify the award of public tax dollars,
and do not owe the City money for various fines and taxes.



Conduct performance evaluations based on contract requirements. These performance
evaluations must include the results of periodic unannounced site visits and
interviews with clients and staff. Performance evaluation ratings and cautionary
information must be entered in VENDEX so that other agencies can make informed
decisions when considering providers for additional City contracts.



Register contracts with the Comptroller’s Office. Registration is a key control for
ensuring that agencies are in compliance with the City’s policies for entering into
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agreements with outside parties. Registration also ensures that monies are available to
pay contractors upon satisfactory performance and tracks contract expenditures.


Record contracts and associated payments in FMS. One of the primary objectives of
FMS is to provide the Comptroller’s Office the ability to report on the financial
operations of the City in the Comptroller’s “Comprehensive Annual Financial
Report.”

Since DHS failed to contract with providers and account for and pay providers through
FMS:


DHS paid providers that did not provide safe and sanitary shelter to homeless families
and transition them to permanent housing in a timely manner. Facilities were
repeatedly cited for code violations, and providers failed to rectify these conditions.
Further, providers owe the City significant amounts of money for these code
violations and emergency housing repairs (as reported on below).



DHS did not conduct proper performance evaluations and enter evaluation ratings and
cautionary information in VENDEX. DHS inspected and rated providers’ facilities
and determined whether providers met targets regarding the number of clients placed
in permanent housing. However, DHS facility inspections were always announced in
advance, and did not include interviews with clients and provider staff. More
important, DHS did not review inspection and placement results to determine whether
it should continue to do business with providers. Furthermore, since DHS did not
enter performance evaluation ratings and cautionary information in VENDEX, other
agencies could not make informed decisions when considering providers for
additional City contracts.



DHS is not in compliance with the New York City Administrative Code, the City
Charter, or PPB rules.



DHS payments to providers lack transparency and accountability.

Previous Comptroller’s Office audits and letters in June 1998, October 2003, June 2007,
and June 2008 cited DHS for its failure to contract for shelter services. Although DHS stated in
October 2003 that it would make “every effort to convert to contract,” it failed to do so. As of
February 2008, DHS did not have contracts with 91 of 154 providers. These 91 providers
accounted for 5,150 of 9,649 units—more than 53 percent—used to house homeless families.
During the course of our audit, DHS made progress towards contracting with providers. As of
January 2010, DHS contracts for 60 percent of units and DHS provided documentation that it is
in the process of contracting for an additional 8 percent of units used to house homeless families.
However, DHS needs to make additional progress and should do so expeditiously.
Additionally in November 2008, DHS began to account for and process all provider
payments through FMS. However, DHS continues to violate Comptroller’s Directive #24
because it is improperly using Purchase Orders to process payments to non-contracted providers.
11
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Purchase Order Documents should be used only for special, non-procurement expenditures for
which a contract is not required.
Recommendations:
DHS should:
1. Enter into contracts with all providers of shelter and social services that delineate
services to be provided, establish performance standards, and provide termination
clauses and remedies.
2. Comply with the New York City Administrative Code, the City Charter, and PPB
rules regarding contracting.
3. Register contracts with the Comptroller’s Office.
DHS Response: “DHS strongly disagrees with the central premise for these
Recommendations, namely that DHS’ use of shelter facilities pursuant to per diem
arrangements violates the City Charter, Administrative Code or the Procurement Policy
Board (PPB) Rules. . . .
“DHS has been advised by the Law Department that it is the City’s long-standing legal
position that DHS’ per diem arrangement with a shelter operator does not constitute a
procurement within the meaning of the City Charter, Administrative Code or PPB Rules.
Accordingly, DHS is not required to execute or register a contract for the provision of
shelter before referring homeless families to facilities operated pursuant to a per diem
arrangement.”
Auditor Comment: Again, Chapter 13 of the City Charter requires that all services paid
from the City treasury be procured in accordance with the Charter and PPB rules. As per
diem providers are paid with City funds, their services should be procured in accordance
with the Charter and PPB rules. PPB rules contain provisions specific to client service
providers and delineate contract processes to be followed when procuring such services.
Further, PPB rules expressly cite housing and shelter assistance services and homeless
assistance as examples of client services, as follows:
Client Services. Programs contracted for by the City of New York on
behalf of third-party clients, including programs to provide social services,
health or medical services, housing and shelter assistance services, legal
services, employment assistance services, and vocational, educational, or
recreational programs. . . . Examples of client services include, but are not
limited to, day care, foster care, mental health treatment, operation of
senior centers, home care, employment training, homeless assistance,
preventive services, health maintenance organizations, youth services, and
the like.” (Emphasis added.)

12
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Therefore, we reiterate that DHS should comply with City rules and regulations and enter
into and register written contracts with all providers of shelter and social services that
delineate services to be provided, establish performance standards, and provide
termination clauses and remedies.
DHS Response: “While per diem payment arrangements are thus lawful, DHS agrees
that, as a matter of sound policy, the Agency should continue moving toward establishing
contracts for its facilities to the extent shelter demand, existing capacity, provider
willingness and fiscal constraints allow. The Draft Report acknowledges the progress
DHS has made towards this end. . . . DHS has worked and will continue to work as
expeditiously as possible to convert per diem units to contract, but clearly, DHS must
also refer families to emergency shelter space as needed, prior to completion of the
procurement processes for additional facilities—processes that take, on average, seven to
nine months from start to finish.”
Auditor Comment: While we acknowledge that DHS made progress towards contracting
with providers and are pleased that DHS considers it a “sound policy” to do so, we repeat
that DHS needs to make additional progress and should do so expeditiously. DHS stated
in October 2003—six and a half years ago—that it would make “every effort to convert
to contract.” Given that non-contracted providers have been serving clients for as long as
22 years and that by DHS’s own estimation, the contracting process takes on average
from seven to nine months, DHS should have made more progress towards contracting if
it were in fact making every effort to do so.
4. Comply with Comptroller’s Directive #24 and record contracts and associated
payments in FMS and use prescribed purchasing documents to process payments.
DHS Response: “Given that DHS’ per diem arrangements are in fact non-contractual, it
is not possible to use ‘contracts’ as the purchasing documents in FMS. Rather, the only
viable alternative is to use purchase orders. In other words, the use of purchase orders by
DHS is not an independent audit issue, but rather, is the by-product of the per diem
arrangement which, as explained above, is completely lawful.”
Auditor Comment: Again, DHS should comply with City rules and regulations, enter into
written contracts with all providers, record contracts and associated payments in FMS,
and use prescribed purchasing documents to process payments.

DHS Paid Providers on the Honor System and Failed to
Institute Sound and Effective Controls and Monitor Providers
DHS failed to institute sound and effective internal controls and monitor providers to
ensure that they accurately recorded and reported client-lodging days. The result is that DHS
uses what is essentially an honor system when paying its providers. As noted, providers report
client-lodging data daily to the Vacancy Control Unit, which in turn enters this data in CTS.
Providers then submit monthly invoices to the Billing Unit. The Billing Unit compares provider13
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reported lodging data on invoices to provider-reported lodging data in CTS. Should this
information differ, DHS uses data in CTS to calculate provider payments, unless the provider
submits additional documentation—that is also maintained and reported by providers—as
evidence that CTS is incorrect.
DHS requires providers to maintain sign-in logs and ensure that those clients who are
sheltered in hotels sign logs daily. Formerly, DHS conducted random, periodic inspections of
these logs to ensure the accuracy of provider-reported lodging days. However, DHS discontinued
the practice in 2003 and could provide us no rationale for doing so. Moreover, DHS never
required clients housed in adult family shelters, Tier II facilities, and cluster sites, such as
Pilgrim Icahn, to sign such logs and therefore has never had any data whatsoever to support its
payments to providers. We reviewed the Aladdin Hotel monthly invoice and sign-in logs, and the
CTS pre-payment register for June 2008 and found that:


DHS made duplicate payments to the Aladdin Hotel totaling $25,918. In eight
instances, DHS provided families with two hotel rooms.
DHS Response: “These payments were not duplicative; rather they were made for
families who, because of their size, occupied two units.
Auditor Comment: DHS should refer large families to providers that can
accommodate their size and composition rather than place them in single room
occupancy hotels. Since DHS did not do so, it did in fact make duplicate payments to
the Aladdin Hotel. Consequently, DHS paid the Aladdin $6,480 per family per month
($3,240 per room5) to provide these eight families with two hotel rooms. DHS should
have placed these families in facilities that could accommodate them in a single unit,
which is a more apt family setting and a more effective use of DHS resources.



DHS paid the Aladdin Hotel for 221 unsupported client-lodging days totaling
$23,866. We reviewed Aladdin Hotel sign-in logs for June 2008 and found that 10 of
159 clients did not sign logs daily as required. Furthermore, 6 of these 10 clients
never signed in during the month.
DHS Response: “The Agency provided supporting documentation justifying
payments to all but three families, for a total of 63 days.”
Auditor Comment: DHS did not provide us client sign-in logs to support lodging
days. Instead, DHS proffered provider Apartment Fitness Reports, Progress Notes, or
Incident Reports. Such documentation does not evidence that clients were in fact
occupying units on the 221 questioned days because they are prepared by the provider
and are not signed by clients. Further, these documents refer only to select dates
within the month. Again, 6 of the 10 clients never signed in during the month.
Therefore, we continue to question these 221 unsupported client-lodging days.

5
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During June 30, 2008, DHS paid the Aladdin a daily rate of $107.99 per family per day. We calculated
the monthly rate of $3,240 based upon a 30-day month.
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Additionally, DHS generally relies on providers to inform DHS when clients have left
facilities on either a temporary or permanent basis. DHS officials informed us that providers
must submit documentation, such as signed leases, or forms detailing client exit information and
certify that such information is accurate. However, DHS could not provide us exit documentation
for 6 of 20 clients that left the Aladdin Hotel and 7 of 15 clients that left Pilgrim Icahn facilities
during June 2008 according to CTS pre-payment registers.
DHS Response: “DHS disagrees with the Draft Report's finding that the Agency ‘could
not provide us exit documentation to DHS for 6 of 20 clients that left the Aladdin Hotel
and 7 of 15 clients that left Pilgrim Icahn facilities during June 2008 according to CTS
pre-payment registers.’ (Draft Report, p. 12) As reflected in CTS, two of the six families
were transferred to other shelter facilities. Two of the remaining three families were
found ineligible for shelter and, therefore, were logged out of the system. Thus, the status
of only one family could not be determined from CTS.”
Auditor Comment: DHS did not provide us any exit documentation for 6 of 20 clients
who left the Aladdin Hotel during June 2008. In its response, DHS stated that CTS
reflected that two clients transferred to other facilities and that two clients were found
ineligible for shelter. However, DHS did not provide us CTS screens or any other
documentation evidencing such activity.
DHS Response: “With regard to the ICAHN cluster (formerly known as the
Pilgrim/Icahn Cluster), DHS records indicate that . . . . Five of the remaining 8 families
exited shelter with an Advantage rental subsidy or an HPD subsidy and these exits were
confirmed by DHS and HPD. The remaining 3 families exited shelter to whereabouts
unknown; therefore, their exits could not be confirmed by exit documentation.”
Auditor Comment: DHS provided us documentation of a subsidized lease signing, such
as lease signing reports or copies of subsidized leases, for only one client and not five as
DHS asserts. Therefore we repeat that DHS did not provide us any exit documentation
for 7 of 15 clients who left Pilgrim Icahn facilities during June 2008—four of which DHS
asserts signed subsidized leases and three of which DHS agrees that “their exits could not
be confirmed by exit documentation.”
Given that DHS pays providers on the honor system, does not monitor providers, and
pays providers up to $4,836 per family per month, there is little or no incentive for providers to
inform DHS when clients have left facilities on either a temporary or permanent basis. Therefore,
we have grave concerns about the accuracy of the client-lodging data and DHS payments to
providers.
Recommendations
DHS should:
5. Immediately institute a sound and effective system of internal controls and monitor
providers to ensure that they accurately record and report client-lodging days. These
15
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controls should include, but not be limited to, conducting random, periodic
inspections of client sign-in logs.
DHS Response: “DHS is already in full compliance with Recommendation Nos. 5 and 7,
and disagrees with the findings upon which they are based. DHS’ current billing process
for non-contracted providers has multiple safeguards to ensure accuracy in billing and
payment for client lodging days (care days). . . .
“DHS processes billing submissions from and makes payments to non-contracted family
shelter providers based upon data that the Agency’s Housing Emergency Referral
Operations unit (‘HERO’) inputs into the DHS Client Tracking System (‘CTS’)
concerning the family’s placement in and departure from the family shelter system. . .
HERO’s Vacancy Control Unit contacts every shelter to verify client arrivals and
departures as part of a daily reconciliation process with CTS data.
“Shelter providers are required to designate a financial officer or agent thereof who must
then certify and attest to the accuracy of their monthly billings and all associated
documents. Upon receipt of an invoice . . . DHS generates a Pre Payment Register, which
is an automated report that lists the shelter’s lodging history for the billing period based
on CTS records. DHS compares the Register line by line against the shelter invoice and
annotates the invoice for any inconsistencies in dates of residency, family composition,
case numbers, unit occupancy and daily rate. DHS investigates all inconsistencies
uncovered as a result of this comparison. . . .All discrepancies are reconciled in favor of
CTS unless the provider submits evidence (e.g., client sign in/out logs) demonstrating
that CTS is incorrect. . . .
“In addition, quality assurance checks exist outside the billing process to further reduce
the risk of overpayment or unauthorized payments such as (1) bi-weekly health and
safety inspections of every unit in the shelter; and (2) weekly inspections of units for
families who have an open ACS case or child under 6 months old. If, upon inspection, it
appears that the client has permanently vacated the room, shelter staff must notify
immediately the DHS Program Analyst with oversight over that facility who, in turn, will
notify HERO.
“Commencing in the summer of 2009, DHS implemented a monitoring and evaluation
process (‘Monitoring Tool’) for non-contracted shelter facilities for families with
children, which is very similar to the Monitoring Tool that the Agency uses to monitor
and evaluate the performance of contracted shelters.”
Auditor Comment: As noted, DHS essentially pays providers based on the honor system.
Providers report client-lodging data daily to the DHS Vacancy Control Unit, which in
turn enters this data in CTS. DHS does not question or check this data prior to entry, and
once entered it is recognized as the official DHS record of client lodging. DHS’s
purported safeguards do not, as DHS asserts, ensure accuracy in billing and payment for
client-lodging days. DHS’s line by line comparison simply compares data reported by the
provider during the month to data reported by the provider at the end of the month.
16
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Moreover, DHS’s quality assurance checks of bi-weekly and weekly inspections are
performed by providers’ staff. As we stated, DHS is relying on providers to inform DHS
when clients have left facilities on either a temporary or permanent basis. Therefore, we
still have grave concerns about the accuracy of the client-lodging data and DHS
payments to providers. Nevertheless, we are pleased that DHS implemented a monitoring
tool subsequent to our audit.
6. Recoup duplicate and overpayments for unsupported client-lodging days totaling
$49,784 made to the Aladdin Hotel for June 2008.
DHS Response: “DHS disagrees with the Draft Report’s finding that DHS made
‘duplicate payments to the Aladdin Hotel totaling $ 25,918’ . . . . DHS also disagrees
with the Draft Report’s finding that ‘DHS paid the Aladdin Hotel for 221 unsupported
client-lodging days totaling 23,866.’ (Id., p. 12) Upon investigation, the Agency provided
supporting documentation justifying payments to all but three families, for a total of 63
days. Therefore, DHS will recoup a total of $6,803.37 from the next payment.”
Auditor Comment: As noted, DHS did in fact make duplicate payments to the Aladdin
Hotel and did not provide us documentation evidencing that clients were in fact
occupying units on the 221 questioned days. Therefore, we repeat that DHS should
recoup duplicate and overpayments totaling $49,784 made to the Aladdin Hotel for June
2008.
7. Ensure that providers submit documentation and forms detailing client exit
information and certify that such information is accurate.
DHS Response: “DHS verifies client exit information in a variety of ways. Exits by
clients into permanent housing through DHS’ Advantage rental assistance program are
verified by the lease they sign. All lease signings are coordinated by DHS’ Office of
Rehousing. Other subsidized exits are verified by the appropriate agency (HPD, for
example) and tracked by various units within DHS. Non-subsidized exits require that the
provider submit documentation, confirming placement addresses. This information is
checked again US Postal Service data for accuracy. At times, families exit shelter without
informing DHS that they are leaving or where they are going. In these cases, there will
not be documentation such as a lease reflecting the exit.”
Auditor Comment: During the course of the audit and in its response, DHS claimed that
it verifies client exits to subsidized rental assistance programs. DHS maintained that it
received copies of signed leases and lease signing reports for its DHS Advantage and
other agency-subsidized rental assistance programs. DHS further maintained that these
leases and reports were used to verify client exit dates and types. However, when we
requested copies of these leases and reports, DHS could not provide us any.

17
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DHS Made Unjustified Payments Totaling $953,635
DHS made unjustified payments totaling $953,635 to Tilden Hall Family Residence
(Tilden). As noted, we reviewed monthly invoices and monthly CTS Pre-Payment Registers of
15 sampled providers for Fiscal Year 2008 to determine whether provider payments were
accurately calculated based on CTS client-lodging data. Tilden was included in this sample
because it was one of the highest paid providers. During Fiscal Year 2008, DHS paid Tilden
nearly $6.8 million based on rates of $4,071 and $4,8366 per family per month. However,
payments totaling $953,635 were not justified.
DHS maintained that these unjustified payments were for expenses, such as real estate
taxes, prior year close-out payments, start-up budget costs, and interest on start-up budget costs.
As noted, DHS operates under unwritten, handshake agreements. These agreements provide only
that DHS pay providers mutually-agreed-upon daily rates in exchange for shelter and social
services. DHS is not obligated to reimburse providers for expenses in addition to paying them
substantial rates of between $810 and $4,836 per family per month. Additionally, DHS did not
provide proper supporting documentation for these expenses.
Moreover, DHS inputted duplicate client-lodging data and invented rates in order to
generate unjustified payments to Tilden. As providers are entitled to receive payments only for
shelter and social services that are calculated based on client-lodging data and the provider’s
daily rates in CTS, the DHS billing system did not allow lump-sum payments to be made to
providers. Consequently, DHS generated the unjustified payments using duplicate lists of clients
and service dates and invented rates and provided this data to support and justify the payments.
Again, we have grave concerns about the integrity and accuracy of client-lodging data and DHS
payments to providers as reported by DHS.
Recommendations:
DHS should:
8. Pay providers only for shelter and social services and calculate provider payments
based on accurate client-lodging data and mutually-agreed-upon daily rates.
9. Recoup unjustified payments totaling $953,635 made to Tilden during Fiscal Year
2008.
10. Accurately record data in CTS and maintain supporting documentation for such data.
DHS Response: “DHS is already in full compliance with Recommendation Nos. 8 and
10, and has been in compliance throughout the period encompassed by this Draft Report.
As detailed below, Recommendation No. 9 is based on an erroneous finding that DHS’

6
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For the periods July 1, 2007, to March 31, 2008, and April 1, 2008, to June 30, 2008, DHS paid Tilden
daily rates of $161.20 per family per day and $135.69 per family per day, respectively. We calculated
monthly rates based upon a 30-day month.
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payments of $953,635 to Tilden were ‘unjustified,’ and thus DHS will not implement
Recommendation No. 9. . . .
“The Draft Report characterizes as unjustified DHS’ payments to Tilden in the amount of
$953,635 and recommends that DHS ‘pay providers . . . based on mutually agreed upon
daily rates.’ (Draft Report, p. 13) However, $518,097 of the total amount was, in fact, a
monthly cycle payment made to Tilden Hall based exclusively on the mutually agreed
upon rate. DHS provided documentation to the audit team showing that these payments
reflected eligible service dates and the mutually agreed upon rate.
“The balance of the Tilden special payments consists of: $274,088 as a one-time payment
for start-up costs, interest on start-up costs, real estate taxes, and an audit recoupment
offset; and $161,498 as a one-time payment for prior-year closeout costs. These costs are
typical for Tier II shelters and are fluctuating or one-time costs that are not part of the
initial base budget, but are subject to the appropriate approval process in accordance with
our established internal procedures. . . .
“To make a special payment to Tilden Hall, DHS calculated a temporary increase to the
rate based on the dollar amount of the special payment divided by the total number of
care days. The client-lodging data (number of care days) did not change and was not
duplicated. Although there was a temporary change to the rate to accomplish the
payment, the Draft Report is misleading when it states that rates were ‘invented.’ This
was strictly a technical exercise to ensure the accurate payment of costs that were already
approved according to established internal procedures.”
Auditor Comment: The Tilden Fiscal Year 2008 DHS Rate-Based Close-Out Statement,
the DHS Special Payments Care Days by Month Report, and the DHS Record of
Payments Issued and Payments Rejected all indicate that the $518,097 was a special
payment and not a monthly cycle payment as DHS claims.
With regard to the $274,088 payment for real estate taxes, start-up costs, and interest on
start-up costs, and the $161,498 payment for prior-year closeout costs, DHS did not
provide us procedures for approving special expenses and documentation of DHS
approval and justification for these expenses. DHS also did not provide us proper
supporting documentation for these expenses including, Department of Finance real
estate tax bills, other provider bills and invoices, loan origination documents, or proof of
payment. Although DHS claims reimbursement of special expenses is typical, it did not
reimburse other providers for such expenses.
Lastly, DHS did in fact enter duplicate client-lodging data and invent rates to generate
unjustified payments to Tilden. Instead, DHS couches this action as “a temporary rate
increase” and states that the number of care days “did not change and was not
duplicated.” However, Tilden submitted and DHS made payment on two separate
invoices as follows:
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An invoice totaling $390,923 for services provided from April 1 through April 30,
2008, to 124 clients. This represented Tilden’s monthly cycle payment. On the
invoice, Tilden billed and DHS paid for 2,881 care days at the mutually-agreed-upon
rate of $135.69.



A second invoice totaling $274,0847 for services provided within the same period—
from April 1 through April 15, 2008—to the same 124 clients. On this invoice, Tilden
billed and DHS paid for 1,487 duplicate care days at the invented rate of $184.32.

Since DHS paid two invoices for the same clients and the same dates of service and
admittedly “calculated a . . . rate based on the dollar amount of the special payment
divided by the total number of care days,” we do not understand how DHS can claim that
it did not duplicate client lodging data and invent rates. Since DHS is simply
circumventing its system controls, we have grave concerns about the integrity and
accuracy of client-lodging data and DHS payments to providers as reported by DHS.

DHS Failed to Adequately Monitor Providers to
Ensure Satisfactory Performance
DHS failed to adequately monitor providers to ensure that they satisfactorily provided
shelter and social services for which they were paid, as follows:
Providers Did Not House Clients in Safe and Sanitary Conditions
DHS failed to adequately monitor providers to ensure that they housed clients in safe and
sanitary conditions. The FMD is responsible for inspecting and reporting on transitional housing
facility conditions and ensuring that providers correct reported deficiencies. As noted, these
inspections were always announced. More important, DHS failed to identify or to follow up on
hazardous and unsanitary conditions including bedbug, roach, and vermin infestation, peeling
lead paint, lacking carbon monoxide detectors, smoke detectors, and fire extinguishers, and
broken or defective fire doors. HPD, DOB, and FDNY routinely inspected providers’ facilities
and issued them violations for these and other hazardous and unsanitary conditions. Additionally,
we inspected 6 of 59 cluster site facilities operated by Pilgrim Icahn and the Aladdin Hotel and
noted numerous hazardous and unsanitary conditions. We sent letters to DHS detailing the
results of our observations of the six Pilgrim Icahn facilities and the Aladdin Hotel. (See
Appendix I.) On July 30, 2009, the DHS Commissioner stated that “every item cited in your
letter has been addressed” in response to each of these letters. (See Appendix II.) However as of
October 2009, Pilgrim Icahn facilities and the Aladdin Hotel still had an excessive number of
open violations (see Appendix III) as follows:


7
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The 59 Pilgrim Icahn cluster site facilities had 2,921 open HPD violations—2,417 of
which were for hazardous conditions. These violations were issued as long ago as
Although Tilden submitted an invoice totaling $274,0847 for services provided from April 1 through
April 15, 2008, DHS paid Tilden $274,088.
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April 1979 and remain unresolved. In fact, HPD has lawsuits pending against 20
facilities for their repeated failure to comply with housing code.


The Aladdin Hotel had 85 open HPD violations—53 of which were for hazardous
conditions. These violations were issued as long ago as November 1991 and remain
unresolved.

DHS Response: “Based on the auditors’ physical inspection of two non-contracted
sites—20 units in the Aladdin Hotel and 36 units in the Pilgrim/Icahn Cluster (now
known as the Icahn Cluster)—the Draft Report globally concludes that ‘DHS failed to
adequately monitor providers to ensure that they housed clients in safe and sanitary
conditions.’ (Draft Report, p. 13) An accurate evaluation of the Agency’s portfolio of
non-contracted facilities cannot be made on the basis of a one-time inspection of some of
the units in two shelter sites. Nor is it an appropriate basis for a finding that DHS places
clients in ‘facilities with unsafe and hazardous conditions’ or a recommendation that
DHS ‘cease’ doing so. (Id., pp. 13-14)
“DHS also disagrees with the Comptroller’s finding that the Agency failed to address
what the auditors deemed as ‘hazardous and unsanitary conditions’ at these two sites. (Id)
In response to the Comptroller's July 2009 letters concerning the conditions his auditors
observed at the Aladdin and the Cluster, Commissioner Hess responded that while all
items noted by the Comptroller had been addressed, the Commissioner took issue with
the auditors’ mischaracterization of conditions as ‘potentially hazardous’ in the units they
had visited. (See Commissioner Hess’ July 30, 2009 letters to Comptroller Thompson, pp.
1-2 annexed as Appendix II to the Draft Report.) It should also be noted that prior to the
Comptroller’s registration of the Icahn Cluster contract on July 8, 2009, the
Comptroller’s Office required, and the provider furnished, a plan for remediation of all
outstanding building violations. Through its own inspection protocols, and assisted by
City agencies charged with enforcing the City’s building codes, DHS ensures a safe
physical environment for all clients in shelter.”
Auditor Comment: The audit evaluated DHS’s oversight of providers and concluded that
DHS failed to adequately monitor providers to ensure that they housed clients in safe and
sanitary conditions. In its response, DHS fails to respond to and acknowledge that it
failed to adequately oversee providers and as a result of its lacking oversight, clients were
housed in hazardous and unsanitary conditions. DHS responds only to the hazardous and
unsanitary conditions cited in the report and, moreover, vehemently disputes the
existence of those conditions. The audit’s conclusions were based on FMD’s failure to
identify and follow up on long-standing, documented, hazardous and unsanitary
conditions cited by HPD, DOB, and FDNY. These oversight agencies routinely inspected
providers’ facilities and issued them violations for hazardous and unsanitary conditions.
Our observations merely affirmed these conditions.
Although the DHS Commissioner claimed in his response letters that “all items noted by
the Comptroller had been addressed,” hazardous and unsanitary conditions persist. In
fact, on July 30, 2009—the very day that the DHS Commissioner responded to and took
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issue with the auditors’ “gross” mischaracterization of conditions at the Aladdin Hotel—
NYPD reported that “a piece of sheetrock fell in the 4th floor bathroom, hit a woman in
the head” and that the woman was taken to the hospital. Upon subsequent inspection of
the Aladdin Hotel, DOB concluded that a water leak caused the ceiling to collapse.
Although the Comptroller alerted DHS to such conditions, DHS dismissed and derided
the reported conditions rather than act on them and protect clients entrusted it.
Furthermore, on August 3, 2009, December 15, 2009, and on March 4, 2010, tenants filed
complaints with HPD regarding this same condition. Clearly, DHS continues to fail to
adequately monitor providers and continues to place clients in facilities with hazardous
and unsanitary conditions. Consequently, we urge DHS to reconsider the validity of the
report’s findings and to implement its recommendations.
Recommendations:
DHS should:
11. Conduct unannounced periodic site inspections and interviews with clients and staff.
DHS Response: “DHS disagrees with the findings on which these Recommendations are
based. However, with respect to Recommendation No. 11, DHS believes that, as a matter
of good policy, unannounced periodic site inspections and reviews with clients and
shelter staff would be a useful addition to its existing inspection protocols and will
develop and implement a plan to conduct unannounced periodic visits beginning in
March 2010.”
Auditor Comment: While we are pleased that DHS will develop and implement a plan to
conduct unannounced periodic visits, we again urge DHS to reconsider the validity of the
report’s findings.
12. Routinely check whether facilities have open HPD violations and ensure that
providers rectify open violations in a timely manner.
DHS Response: “DHS will not implement Recommendation No. 12 because DHS’
comprehensive inspection protocols are already sufficient to identify health and safety
violations in shelter common areas and in clients’ individual units.”
Auditor Comment: We do not understand DHS’s reluctance to institute recommendations
aimed at ensuring that its clients are housed in safe and sanitary conditions. Contrary to
DHS’s assertion, its inspection protocols are not sufficient to identify health and safety
violations. Although DHS generally inspected facilities bi-annually, it failed to identify
or to follow up on long-standing, documented, hazardous, and unsanitary conditions
including bedbug, roach, and vermin infestation, peeling lead paint, lacking carbon
monoxide detectors, smoke detectors, and fire extinguishers, and broken or defective fire
doors. HPD, DOB, and FDNY routinely inspected providers’ facilities and issued them
violations for these and other hazardous and unsanitary conditions, and our observations
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affirmed them. Therefore, we urge DHS to routinely check whether facilities have open
HPD violations and ensure that providers rectify open violations in a timely manner.
13. Cease placing clients in facilities with hazardous and unsanitary conditions.
DHS Response: “DHS is already in full compliance with Recommendation No. 13, and
disagrees with the false premise that DHS ever had a practice of placing clients in
facilities with hazardous and unsanitary conditions.”
Auditor Comment: As noted, DHS has in fact placed clients in facilities with hazardous
and unsanitary conditions. The Aladdin Hotel and the 59 Pilgrim Icahn facilities had an
inordinate number of HPD violations—the majority of which were for hazardous
conditions. Additionally, DOB received complaints and issued violations for conditions
at the Aladdin Hotel including:


FDNY reported an electrical explosion at the hotel and requested a structural stability
check of the building.



FDNY also reported that the rooftop water tower was leaking.



Clients reported that the elevator was inoperable for weeks at a time and that it freefalls at least three floors. Additionally, clients noted that this is the only elevator in
the nine story building and that wheelchair-bound, pregnant, elderly, and asthmatic
clients reside there.



Defects in building exterior walls.

DOB also cited the Aladdin Hotel for occupying the building without a valid Certificate
of Occupancy since 1984. In May 2002, DOB ordered the Aladdin Hotel to obtain a valid
certificate or discontinue use of the building. To date, the Aladdin Hotel did not obtain a
valid certificate. Clearly, DHS did in fact place clients in facilities with hazardous and
unsanitary conditions and continues to do so. As reported conditions have already caused
at least one DHS client injury, we again urge DHS to cease placing clients in facilities
with hazardous and unsanitary conditions.
Providers Did Not Transition Clients to
Permanent Housing in a Timely Manner
DHS failed to adequately monitor providers to ensure that they transitioned clients to
permanent housing in a timely manner. DHS has no goals or guidelines as to how long clients
should stay in transitional housing. However DHS informed us that on average, homeless
families stay in transitional housing for nine months. DHS set and determined whether providers
met monthly and annual placement targets. However, DHS failed to ensure that providers met
their placement targets, rendering them meaningless. In fact, 85 of 938—more than 91 percent—
8
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This figure excludes providers that were paid only for one month during Fiscal Year 2008 and providers
of late arrival facilities, which are used only to provide emergency, one-night shelter.
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of providers failed to meet their placement targets for Fiscal Year 2008. DHS did not take any
substantive measures against providers that consistently failed to meet placement targets.
Consequently, homeless families are languishing in transitional housing, which costs the City up
to $4,836 per family per month. For example, we reviewed Pilgrim Icahn and Aladdin invoices
and pre-payment registers for June 2008 and found that:


106 of 172—nearly 62 percent—Pilgrim Icahn clients resided in transitional housing
for more than the nine-month average. In fact, one Pilgrim Icahn client remained in
this facility for nearly 6½ years at an estimated cost of $234,397. Consequently, we
estimate that DHS paid Pilgrim Realty $4.3 million to house these 106 clients beyond
the average nine-month stay. 9



34 of 157—approximately 22 percent—Aladdin Hotel clients resided in transitional
housing for more than the nine-month average. In fact, one Aladdin Hotel client
remained in this facility for nearly 4⅓ years at an estimated cost of $118,933.
Consequently, we estimate that DHS paid the Aladdin Hotel $1.4 million to house
these 37 clients beyond the average nine-month stay. 10

Recommendations:
DHS should:
14. Work with providers that consistently fail to meet placement targets to improve their
performance.
15. Cease placing clients with providers that do not transition clients to permanent
housing in a timely manner.
DHS Response: “DHS is already in full compliance with Recommendation No. 14. DHS
disagrees with Recommendation No. 15. While the timeliness of client move-outs is an
important factor in evaluating shelter providers’ overall performance, it is not the sole
determinative factor of the quality of providers’ services. DHS recognizes that factors
beyond the provider’s control may affect the timeliness of client move-outs such as
individual clients’ compliance with client responsibility rules to, among other things,
seek and accept suitable housing, get a job or apply for financial benefits. The Agency
also has learned from many years of experience that the most effective way to achieve
results is for DHS to work in partnership with its providers toward common goals. All in
all, the DHS/provider partnership has led to outstanding results. Notwithstanding the
nationwide recession and the 64 percent increase in families applying for shelter in
November 2009 as compared to November 2007, DHS moved 7,693 families with
children, totaling 23,079 individuals, into permanent housing from January through
November of 2009.”

9
10
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We estimated client lodging costs based on Pilgrim’s daily rate in effect during Fiscal Year 2008.
We estimated client lodging costs based on Aladdin’s daily rates in effect during Fiscal Year 2008.
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Auditor Comment: We understand that there are factors beyond providers’ control that
may affect the timeliness of client move-outs. Nevertheless, clients should not remain in
“transitional” housing for nearly 6½ years. We agree with and recommended to DHS that
it should work with providers. However, we do not agree that DHS providers achieved
“outstanding results.” As noted, 85 of 93—more than 91 percent—of providers failed to
meet their placement targets for Fiscal Year 2008. Further, these 93 providers moved
only 3,664 families into permanent housing, less than half the Fiscal Year 2008 targeted
number of 7,625. We reiterate that DHS should work with providers that consistently fail
to meet placement targets to improve their performance and cease placing clients with
providers that do not transition clients to permanent housing in a timely manner.
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Pilgrim Icahn Facility and Aladdin Hotel Open HPD Violations
Pilgrim Ichan Cluster Site Buildings
HPD Open Violations
ADDRESS

BOROUGH

1

1857 WALTON AVENUE

Bronx

2

2160 WALTON AVENUE

Bronx

3

373 EAST 188TH STREET

Bronx

4

1085 BRYANT AVENUE

Bronx

5

1083 BRYANT AVENUE

Bronx

6

1208 WESTCHESTER AVENUE

Bronx

7

1210 WESTCHESTER AVENUE

Bronx

8

1212 WESTCHESTER AVENUE

Bronx

9

1097 WALTON AVENUE*

Bronx

10

1099 WALTON AVENUE*

Bronx

11

1173 WALTON AVENUE*

Bronx

12

1175 WALTON AVENUE*

Bronx

13

1230 EAST TREMONT AVENUE

Bronx

14

1245 FINDLAY AVENUE

Bronx

15

1363 FINDLAY AVENUE

Bronx

16

1410 GRAND CONCOURSE

Bronx

17

1420 CLAY AVENUE

Bronx

18

1436 CLAY AVENUE

Bronx

19

1453 WALTON AVENUE

Bronx

20

1455 WALTON AVENUE

Bronx

21

1454 GRAND CONCOURSE

Bronx

22

1460 COLLEGE AVENUE

Bronx

23

1575 TOWNSEND AVENUE

Bronx

24

1670 EAST 174TH STREET

Bronx

25

1690 EAST 174TH STREET

Bronx

26

1691 EAST 174TH STREET

Bronx

27

1691 EASTBURN AVENUE

Bronx

28

1815 UNIVERSITY AVENUE

Bronx

29

1859 WALTON AVENUE

Bronx

30

1881 MORRIS AVENUE

Bronx

31

1881 WALTON AVENUE

Bronx

32

2200 MORRIS AVENUE

Bronx

33

2290 DAVIDSON AVENUE*

Bronx

34

2344 DAVIDSON AVENUE*

Bronx

35

3320 KOSSUTH AVENUE

Bronx

36

3436 CORSA AVENUE

Bronx

37

3478 CORSA AVENUE

Bronx

38

3442 CORSA AVENUE

Bronx

39

3444 CORSA AVENUE

Bronx

40

3446 CORSA AVENUE

Bronx

41

3452 CORSA AVENUE

Bronx

Total Open
HPD
Violations

A

B

C

12
8
10

62
37
46

24
38
14

98
83
70

35

77

34

146

29

65

63

157

7

22

20

49

31
12
1
3
21
1

74
46
8
33
36
5

38
38
2
20
30
15

143
96
11
56
87
21

25

78

22

125

11
8
3
0
0
4
11
5
12
10
5
57
11
24
8

41
10
36
3
1
22
21
7
62
26
22
109
29
74
22

54
11
36
2
1
9
10
29
24
17
74
34
48
32
7

106
29
75
5
2
35
42
41
98
53
101
200
88
130
37

40

72

32

144

APPENDIX III
2 of 2
HPD Open Violations
ADDRESS

BOROUGH

42

3438 FISH AVENUE

Bronx

43

3448 FISH AVENUE

Bronx

44

3454 FISH AVENUE

Bronx

45

3472 FISH AVENUE

Bronx

46

3439 SEYMOUR AVENUE

Bronx

47

3463 SEYMOUR AVENUE

Bronx

48

1758 EASTBURN AVENUE

Bronx

49

3438 WILSON AVENUE

Bronx

50

3435 FISH AVENUE

Bronx

51

3439 FISH AVENUE

Bronx

52

3445 FISH AVENUE

Bronx

53

3465 FISH AVENUE

Bronx

54

3440 GATES PLACE

Bronx

55

3445 CORSA AVENUE

Bronx

56

3459 CORSA AVENUE

Bronx

57

1805 UNIVERSITY AVENUE

Bronx

58

375 EAST 188TH STREET

Bronx

59

2325 PROSPECT AVENUE

Bronx

Total Open HPD Violations

Total Open
HPD
Violations

A

B

C

28

60

37

125

14

28

22

64

20

51

39

110

1

1

0

2

10

19

10

39

15
10
2

39
46
56

46
14
25

100
70
83

504

1446

971

2921

Total Hazardous (Type B and C) Violations

2417

Aladdin Hotel

ADDRESS
1

317 W. 45th Street*

BOROUGH
Manhattan

Total Hazardous (Type B and C) Violations

NOTE:
* Facility inspected by Comptroller's Office.

HPD Open Violations
A

B

C

32

48

5

85
53

