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AUDIT REPORT IN BRIEF 
 

This audit determined whether the Columbia University Medical Center (Columbia) is 
complying with the terms of its affiliation contract with Harlem Hospital and whether the Health 
and Hospitals Corporation (HHC) is adequately monitoring Columbia’s compliance.  The 
primary scope of the audit was Fiscal Year 2009 (July 1, 2008, to June 30, 2009).  We also 
reviewed certain aspects of the affiliation agreement relating to Fiscal Years 2002 through 2008. 
 
 HHC serves City residents through its 11 acute care hospitals, 4 skilled nursing facilities, 
6 diagnostic and treatment centers and more than 80 community-based clinics.  To help achieve 
its goals, HHC contracts with affiliates, including medical schools, teaching hospitals, and 
physician-owned professional corporations, which provide physician and supporting services to 
patients in HHC facilities.  One of these affiliation contracts was established by HHC with 
Columbia to provide medical, mental health, and other services in Harlem Hospital and the 
Renaissance Healthcare Network Diagnostic and Treatment Center.  This report focuses on 
services provided by Columbia to Harlem Hospital.   
 
 Harlem Hospital’s current affiliation agreement with Columbia is for three years.  The 
agreement began on July 1, 2007, and continues through June 30, 2010, with a total estimated 
payment of $183,401,640.   
 
Audit Findings and Conclusions 
 

Our audit disclosed that Columbia is not complying with certain key financial and 
administrative provisions of its affiliation contract with HHC to provide patient services to 
Harlem Hospital.  Although the affiliate has established a comprehensive accounting system and 
generally submitted required external audit reports by the due date, there were significant areas 
of noncompliance in terms of how the affiliate accounted for its use of HHC funds.  Columbia 
did not submit required quarterly fee statements, annual recalculation reports, and other required 
documents. It also maintained unreliable personnel rosters, assignment schedules, and 
timekeeping records.  Accordingly, HHC might not have received the full contractual benefit for 
monies paid to Columbia.  HHC and Columbia have not reconciled to actual expenses the 
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approximately $109 million in advance payments HHC made to Columbia for services provided 
to Harlem Hospital during Fiscal Years 2008 and 2009.  The lack of quarterly fee statements and 
annual recalculation reports from Columbia for these two years made it impossible for us to 
determine how much Columbia should be paid for the services it provided to Harlem Hospital 
during this period.  In addition, Columbia lacked HHC-approved subcontract agreements with 
certain providers that rendered services to Harlem Hospital patients on a per diem or temporary 
basis.   

 
Our audit also disclosed that HHC did not meet its responsibilities to closely monitor the 

affiliate’s financial and administrative practices.  As a result, there is an increased risk that some 
of the funds paid to Columbia were not used in compliance with contract terms.   
 
Audit Recommendations 
 

To address these issues, the audit recommends, among other things, that Columbia: 
 

• Submit quarterly fee statements and annual recalculation reports to HHC on a 
timely basis. 
 

• Ensure that it submits contracts for HHC approval whenever a subcontractor is 
engaged to provide services in Harlem Hospital. 

 
• Establish detailed timekeeping procedures and ensure that all providers maintain 

accurate and complete time records of hours worked.   
 

• Ensure that it maintains and submits accurate and complete provider rosters.  
 

To address these issues, the audit also recommends, among other things, that HHC: 
 

• Ensure that Columbia complies with the financial provisions of the contract 
requiring the timely submission of fee statements and recalculation reports. 

 
• Closely monitor the operation of the affiliate to ensure that all subcontracting and 

hiring actions receive necessary HHC approval. 
 

• Conduct a periodic review of the provider rosters prepared by the affiliate to 
ensure that active providers and vacant positions are properly identified and 
accounted for. 
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INTRODUCTION 
 

Background 
 
 HHC serves City residents through its 11 acute care hospitals, 4 skilled nursing facilities, 
6 diagnostic and treatment centers and more than 80 community-based clinics.  HHC provides 
comprehensive health services such as medical, mental health, and substance abuse services to 
all residents regardless of their ability to pay.   
 
 To help achieve its goals, HHC contracts with affiliates, including medical schools, 
teaching hospitals, and physician-owned professional corporations, which provide physician and 
supporting services to patients in HHC facilities.  The main purpose of the affiliations is to 
enhance the quality of the medical staff and care provided by HHC facilities.  One of these 
affiliation contracts was established by HHC with Columbia to provide medical, mental health, 
and other services in Harlem Hospital and the Renaissance Healthcare Network Diagnostic and 
Treatment Center.  This report focuses on services provided by Columbia to Harlem Hospital.  
Pursuant to this contract, the affiliate is in charge of providing necessary inpatient, outpatient and 
ancillary services at the facility.   
 
 HHC is responsible for the administration and operation of Harlem Hospital.  It provides 
the environment for the services provided by the affiliate.  Columbia is in charge of staffing the 
facility according to the provisions of the contract.  The Harlem Hospital Finance unit serves as a 
liaison between the affiliate and HHC’s Office of Professional Services and Affiliations (OPSA) 
and Central Finance unit.     

 
Payments to the affiliate relate to the Opening Contract Roster (OCR), Other Than 

Personal Service (OTPS) costs, overhead, and Faculty Practice Plan (FPP) adjustments.  The 
OCR shows a breakdown of the contract service providers by provider type, department and 
salary.  The providers include physicians, physician assistants, nurses, rehabilitation therapists, 
laboratory technologists, and administrative staff.  The roster places the providers in workload-
based, non-workload-based, and service grant categories for compensation purposes.  Workload-
based compensation is for certain physicians, depending on their department or position, and is 
directly related to patient visits.  Non-workload-based compensation is for other physicians and 
for all non-physicians and is directly related to providers’ salaries.  Service grant compensation 
relates to work performed for programs funded by external organizations.  The OCR, which is 
regularly updated by Columbia, establishes the opening budgeted compensation.  HHC also pays 
the affiliate for its employees’ fringe benefits, OTPS costs, and overhead expenses.  Overhead is 
based on two percent of salaries and fringe benefits.   

 
Some of the physicians who are faculty members are part of the FPP.  The affiliate is 

permitted to collect payments from insurance companies for the direct patient care services 
rendered by these physicians.  HHC compensates the affiliate 81.18 percent for services rendered 
by physicians who are part of the FPP arrangement, and the affiliate recoups the remaining 18.82 
percent from the insurance companies.  If the affiliate does not recover the anticipated 18.82 
percent, it may request an adjustment from HHC. 
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To monitor the operations of the affiliate and ensure compliance with the agreement, the 
contract requires the affiliate to prepare reports, also called annexes, as monitoring tools.  Annex 
A includes information on the affiliate’s clinical leadership, the roster of contract service 
providers, and the providers’ credentials.  Annex B establishes the initial annual budget.  Annex 
C provides post-graduate and other training information.  Annex D includes financial 
information related to the services rendered by the affiliate: Fee Statements (quarterly 
expenditure reports on salaries, fringe benefits, OTPS, and overhead) and Recalculation reports 
(reconciliations between annual expenditures and the semi-monthly payments received from 
HHC, which are based on the budget amounts in Annex B).  Annex E focuses on research and 
grant activities, and Annex F is the Performance Indicators Report.  

 
 To serve the patients appropriately and to comply with the obligations of the agreement, 
Columbia uses several computer systems: PeopleSoft database to process the payroll; the 
Accounts Payable/Controlled Analytical Review (APCAR) system to process its OTPS 
expenditures; and the Departmental Advanced Reporting and Tracking System (DARTS) for 
reporting and tracking purposes.  To monitor services provided by the affiliate and track patient 
information, Harlem Hospital uses several computer systems: the Unity system to collect patient 
information at the time of registration; the QuadraMed information management system to input 
patient demographic and medical information; and the Performance Indicator Tracking System 
(PITS) and the federal Centers for Medicaid and Medicare Services (CMS) system to process 
data for performance indicator reporting purposes.   

 
 Harlem Hospital’s current affiliation agreement with Columbia is for three years.  The 
agreement began on July 1, 2007, and continues through June 30, 2010, with a total estimated 
payment of $183,401,640.  According to HHC, the agreement compensates Columbia “based on 
performance and productivity.”  According to HHC, the pay-for-performance model assesses 
regulatory compliance, satisfaction of federal CMS indicators, and facility-specific quality and 
efficiency indicators.  Payments based on performance relate to less than one percent of the total 
contract amount (up to $1.5 million over the three years of the contract).  

 
Objective  
 

The objective of the audit was to determine whether Columbia is complying with the 
terms of its affiliation contract with Harlem Hospital and whether HHC is adequately monitoring 
Columbia’s compliance. 
 
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. 
 



 

Office of New York City Comptroller John C. Liu 
 

5 

 The primary scope of the audit was Fiscal Year 2009 (July 1, 2008, to June 30, 2009).  We 
also reviewed certain aspects of the affiliation agreement relating to Fiscal Years 2002 through 
2008. 
  

To gain an understanding of the responsibilities and obligations of Columbia, Harlem 
Hospital and HHC, and to determine whether they have adequate controls in place, we 
interviewed officials and conducted walkthroughs at Columbia, Harlem Hospital, and relevant 
HHC central office units.  In addition, to gain an understanding of Columbia and Harlem 
Hospital operations and to evaluate controls in place, we requested all applicable policies and 
procedures and information about the computer systems used in recording, processing, tracking, 
and reporting information.   

 
In addition, we reviewed the affiliation agreement between HHC and Columbia to 

provide services to Harlem Hospital; monthly HHC President’s Reports to the Board of 
Directors; Hospital Consumer Assessment of Healthcare Providers and Systems (HCAHPS) 
reports; the New York State Department of Health’s (NYSDOH’s) hospital profile; the Fiscal 
Year 2009 Annex Package and Submission Schedule; external audit reports on and for the 
affiliate; Dadia Valles Vendiola LLP’s (Dadia’s) audit reports on the affiliate that were prepared 
for HHC; and relevant HHC, Harlem Hospital, and Columbia policies, procedures, and 
regulations related to contract services.  These documents were used to identify criteria and 
requirements to assess Columbia’s compliance with contractual obligations. 

 
To determine whether the affiliate complied with provisions of the contract related to the 

preparation of monitoring documents, we requested all annexes for Fiscal Years 2008 and 2009.  
We reviewed these reports to determine whether they were prepared according to the contract.  
To verify the appropriateness of payments made by HHC, we compared HHC’s semi-monthly 
payments to the budgeted amounts in Annex B.  We also reviewed the appropriateness of 
settlements HHC reached with the affiliate for Fiscal Years 2002 through 2007. 
 

To assess whether Columbia complied with its obligation to furnish all information 
necessary to HHC, we requested the fidelity bond, external audit reports, FPP bank account 
information, Fiscal Year 2008 and 2009 fee statements and recalculations, assignment schedules, 
certificates of effort, timesheets, and other required documents.  To evaluate Columbia’s 
compliance with the performance indicators, we interviewed Harlem Quality Assurance 
personnel responsible for reporting on the extent to which Columbia met the performance 
standards.  In addition, to determine whether performance indicator reports conform to the 
contract categories in the contract, we reviewed performance indicator reports on Columbia. 
 

Furthermore, to determine whether Columbia paid providers for actual services and 
whether the affiliate implemented adequate timekeeping practices, we selected the Radiology 
Department for testing and compared provider assignment schedules, timesheets, certificates of 
effort and payroll information for the month of July 2008.  For the same department, we also 
examined the appropriateness of payments to providers by comparing affiliate payroll reports for 
the month of July 2008 to contract salaries on the roster.  In addition, to ascertain whether the 
affiliate’s staffing was consistent with its provider assignment schedules, we selected the 
Pathology and Rehabilitation Departments for conducting unannounced floor checks on February 
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4, 2010.  We also determined whether the departments were maintaining adequate timekeeping 
and leave records.   

 
To determine whether HHC was appropriately paying providers who might be on Harlem 

Hospital’s payroll and also receiving payments under the affiliation contract, we conducted a 
match between the affiliate payroll for the period of April through June 2009 and Harlem 
Hospital payroll records for the same period to identify any providers who received payments 
from both sources.  

 
The results of the above tests, while not statistically projected to their respective 

populations, provide a reasonable basis for us to assess the compliance of Columbia with the 
terms of its affiliation contract with HHC. 

 
Discussion of Audit Results 
 
 The matters covered in this report were discussed with Columbia and HHC officials 
during and at the conclusion of this audit.  A preliminary draft report was sent to Columbia and 
HHC officials on May 14, 2010, and was discussed at an exit conference held on June 3, 2010.  
A draft report was sent to Columbia and HHC officials on June 11, 2010, with a request for 
comments.  We received a written response from HHC officials on June 25, 2010, which 
included a written response from Columbia officials dated June 22, 2010. 
 
 The audit makes 9 recommendations to Columbia and 11 recommendations to HHC.  In 
their response, Columbia officials agreed with 5 recommendations, disagreed with 1, and stated 
that it already complied with 3, while HHC officials agreed with 7 recommendations and stated 
that it already complied with the remaining 4.  In a few instances, the response clarified certain 
information, and our report was modified accordingly.  Unfortunately, in addition to presenting 
some legitimate differences of opinion concerning our conclusions, the response includes 
numerous misrepresentations of the findings presented in this report.   
 
 The fundamental finding in this report is that Columbia and HHC have not been 
following the process mandated by the affiliation contract for reconciling expenditures and 
payments on an annual basis.  Instead of Columbia preparing quarterly fee statements and annual 
recalculation reports on a timely basis and HHC staff reviewing these expenditure reports 
promptly, as envisioned by the contract, HHC has not required the submission of these 
documents by Columbia and has resorted to lengthy multi-year settlements with Columbia by 
use of an outside law firm.  Had HHC been requiring Columbia to follow the contract and submit 
timely expenditure reports, and had HHC been closely monitoring Columbia’s expenditures on 
an ongoing basis, the agency could have achieved reconciliations with Columbia on an annual 
basis, without having to use, at additional cost, an outside law firm and without having to resort 
to multi-year settlements.  The accuracy and reliability of annual expenditure information does 
not improve with age, nor does it improve by being grouped with expenditure information from 
one or more additional years as part of a multi-year settlement.   
 
 The primary scope of this audit was Fiscal Year 2009.  HHC informed us in October 
2009, soon after the audit began, that the reconciliations for Fiscal Years 2008 and 2009 were not 
complete.  We repeatedly asked HHC for copies of the quarterly fee statements and annual 
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recalculation reports submitted by Columbia for these periods.  HHC repeatedly refused to 
provide these documents to us, stating that they were working documents that had not been 
finalized and could therefore be misleading.  What HHC has failed to understand, from the 
beginning of the audit through its written response to the draft report, is that by not showing us 
these working documents, we have no assurance that they have actually been submitted by 
Columbia or, if they have been, that they are substantive and credible working documents.  As a 
result, we have no assurance that HHC and Columbia are proceeding in an appropriate manner to 
reconcile Columbia’s expenditures and HHC’s payments.      
 
 Toward the end of audit fieldwork, we met with HHC’s outside law firm on the 
procedures that were followed for the May 2009 settlement with Columbia for Fiscal Years 2006 
and 2007.  They explained the review that they did of payroll and other data to reconcile 
expenditures and payments for these years.  They also provided numerous spreadsheets to show 
how they analyzed these data to arrive at the settlement amount for these years.  Due to the fact 
that the settlement agreement states that “any audits performed with respect to Fiscal Years 2006 
and 2007 shall not be implemented to the extent that implementation would require any payment 
by [HHC] … or the recoupment or withholding by [HHC],” we decided not to do detailed testing 
of this analysis, since the results of any testing we performed would have no impact on the 
agreed-upon amounts paid to Columbia.  As a result, we make no judgment on the accuracy or 
validity of the analyses presented by HHC and Columbia in their responses with respect to those 
years.  
 
   Excerpts of the HHC and Columbia response to this report’s findings and 
recommendations are presented throughout the body of the report.  The full text of the response, 
with the exception of certain attachments, is included as an addendum to this report.  (Columbia 
included copies of its administrative and timekeeping procedures as exhibits in its response that 
were collectively too voluminous to include in the addendum.  Copies of these procedures will 
be made available upon request.) 
 
 



 

Office of New York City Comptroller John C. Liu 
 

8 

FINDINGS AND RECOMMENDATIONS 
 

Our audit disclosed that Columbia is not complying with certain key financial and 
administrative provisions of its affiliation contract with HHC to provide patient services to 
Harlem Hospital.  Although the affiliate has established a comprehensive accounting system and 
generally submitted required external audit reports by the due date, there were significant areas 
of noncompliance in terms of how the affiliate accounted for its use of HHC funds.  Columbia 
did not submit required quarterly fee statements, annual recalculation reports, and other required 
documents. It also maintained unreliable personnel rosters, assignment schedules, and 
timekeeping records.  Accordingly, HHC might not have received the full contractual benefit for 
monies paid to Columbia.  HHC and Columbia have not reconciled to actual expenses the 
approximately $109 million in advance payments HHC made to Columbia for services provided 
to Harlem Hospital during Fiscal Years 2008 and 2009.  The lack of quarterly fee statements and 
annual recalculation reports from Columbia for these two years made it impossible for us to 
determine how much Columbia should be paid for the services it provided to Harlem Hospital 
during this period.  In addition, Columbia lacked HHC-approved subcontract agreements with 
certain providers that rendered services to Harlem Hospital patients on a per diem or temporary 
basis.   

 
Our audit also disclosed that HHC did not meet its responsibilities to closely monitor the 

affiliate’s financial and administrative practices.  As a result, there is an increased risk that some 
of the funds paid to Columbia were not used in compliance with contract terms.   

 
Noncompliance with Contract Provisions and Inadequate Contract Oversight 
 

Failure to Submit Fee Statements and 
Recalculation Reports  
 
The contract requires that Columbia prepare and submit quarterly fee statements to HHC.  

It also requires that annual recalculation reports be prepared.  However, we repeatedly requested 
those statements and reports for Fiscal Years 2008 and 2009 but never received them.  As a 
result, we have no assurance that they were ever prepared, which is in violation of Columbia’s 
contract with HHC. 

 
The quarterly fee statement is an expense report to be completed by Columbia within 45 

days of the end of the quarter.  The fee statement should show the providers’ compensation in 
three categories: workload, non-workload, and service grants.  Its purpose is to allow HHC to 
track expenditures and to determine appropriate end-of-year payment amounts.  The only 
evidence we received that any fee statements were provided to Harlem Hospital was e-mails sent 
by Columbia in October 2009—after our audit was initiated—in which the affiliate purportedly 
transmitted fee statements for Fiscal Year 2008.  Neither Columbia nor HHC provided any 
evidence that fee statements for Fiscal Year 2009 had been submitted by Columbia. According to 
a December 2009 e-mail, Harlem Hospital returned the Fiscal Year 2008 fee statements, 
apparently because the proper format was not used.  The fee statements themselves, however, 
were not included with the e-mails HHC provided nor were they ever given to us, although we 
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requested them on more than one occasion.   In the absence of any documentation, therefore, we 
are unable to verify that the fee statements were ever provided.  

    
In terms of the required recalculation reports, the agreement states that “for each Fiscal 

Year, for each facility, the affiliate shall complete and submit the Corporation’s Recalculation 
Document electronically, within a reasonable time after all necessary data is available.”  It 
further states that the recalculation report “reconciles the amount due and calculates a revised 
payment for the next payment period by applying the appropriate contractual limitations 
specified in the agreement.”  However, during the audit, Columbia and HHC did not provide any 
evidence that Columbia prepared any recalculation reports for Fiscal Years 2002 through 2009. 1

 

  
Therefore, we must conclude that annual reconciliations were generally not performed to 
reconcile advance payments and actual reimbursable expenditures incurred by the affiliate.  

Since fee statements and recalculation reports were generally not produced, HHC 
periodically settled with the affiliate.  In January 2006, HHC and Columbia entered into a 
settlement agreement for contract services provided during Fiscal Years 2002 through 2005.  
Again, in May 2009, both entities entered into a settlement agreement for contract services 
provided during Fiscal Years 2006 and 2007. 
 

HHC Response:  “The auditors got it backwards in stating ‘[s]ince fee statements and 
recalculation reports were generally not produced, HHC periodically settled with the 
affiliate.’ It was because of the extensive and real-time process used to calculate and 
achieve settlement, that formal production of the Fee Statements and Recalculation 
Documents would have been duplicative.” 
 
Auditor Comment:  We do not consider the use of multi-year settlements, including, for 
example, a January 2006 settlement to resolve Fiscal Year 2002, to be evidence of a 
“real-time process” for reconciling advance payments and reimbursable expenses.   
 
According to HHC officials, during the settlement process a detailed accounting is 

performed, which examines affiliate expenditures and disallows those purchases that did not 
comply with established procurement approval procedures or were not considered to be 
reimbursable under the contract.  However, during the years covered by the settlement, HHC and 
Columbia generally did not review and reconcile funds allocated to the affiliation contract on a 
timely basis.  

 
HHC Response:  “It is significant that in multiple meetings (March 25, May 4, and the 
exit conference on June 3, 2010) HHC informed the auditors about the extensive history 
of draft Fee Statements and Recalculation Documents that were exchanged, reviewed and 
revised by the parties over much of the period cited.  In these same meetings HHC 
informed the auditors about the detailed ongoing and real-time process used for 
determining the amounts paid in the settlements, and that these settlements were only the 
last step in the reconciliation of compensation due.  We provided samples of the 

                                                 
1 After the exit conference, HHC provided Columbia’s recalculation reports for Fiscal Years 2002 and 
2003.  We did not receive any recalculation reports for Fiscal Years 2004 through 2009 or any fee 
statements for Fiscal Years 2002 through 2009. 
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extensive documentation and review and approval process to the auditors; examples of 
the comprehensive summary data and analyses submitted are attached to this response as 
Exhibit A-1.  Importantly, the auditors were told in these meetings that the settlements 
and the work preceding them exactly mimicked the reporting and recalculation processes 
required by the Agreement.” 
 
Auditor Comment:  As noted under Discussion of Audit Results, we are concerned that 
the reconciliation process was being primarily handled by an outside law firm rather than 
by HHC staff, who should be actively monitoring the agreement and, therefore, more 
familiar with Columbia’s performance of the contract.  We also find it hard to believe 
that the work of the outside firm, no matter how extensive, could duplicate the ongoing, 
real-time monitoring and review of expenditures that HHC staff would have performed 
over the multi-year periods covered by the settlements had Columbia submitted the 
quarterly fee statements and annual recalculation reports as required.  Further, based on 
our discussions with the outside lawyer who oversaw the reconciliation analysis, it does 
not appear that this analysis included a systematic review of source documentation (e.g., 
time records or work schedules) to ascertain that expenses were appropriately supported, 
as we would expect HHC to have done as part of its monitoring of the agreement.   
 
Obviously, a multi-year settlement process is a very tardy mechanism for reconciling 

expenditures and payments.  Not only is there no evidence that HHC took any effective action 
during Fiscal Years 2004 through 2007 to compel Columbia to prepare and submit required fee 
statements and recalculation reports, but HHC also explicitly waived the submission of fee 
statements and recalculation reports for those years in the two settlement agreements. 

 
Had HHC closely monitored Columbia’s activities during these periods, it might have 

avoided some of the large payout and waiver it agreed to in those settlements.  HHC agreed to 
pay $7.7 million2

 

 to Columbia in the January 2006 settlement and waived $5.4 million due from 
Columbia in the May 2009 settlement.  HHC’s decision to not require Columbia to fulfill its 
contractual responsibilities allowed Columbia to receive payments throughout these periods 
without providing timely accounts of its reimbursable expenditures.  Unfortunately, this pattern 
has continued for Fiscal Years 2008 and 2009.  Fee statements and recalculation reports for these 
fiscal years were not available for our review because, according to HHC officials, they have not 
completed their review of those documents.  The only evidence that Columbia provided any of 
those documents to HHC are the October 2009 and December 2009 e-mails mentioned above 
that simply referred to the Fiscal Year 2008 fee statements.  Even if these reports were in fact 
submitted, they were submitted more than one year late and almost two months after our audit 
was announced.  HHC should have been requiring Columbia to submit fee statements and 
recalculation reports in a timely manner so that HHC could have reconciled expenditures and 
payments each year and avoided the use of multi-year settlements.  

HHC officials stated that in the May 2009 settlement, they waived the amount due from 
the affiliate for Fiscal Years 2006 and 2007 because most of the $17,491,488 in non-
reimbursable costs that HHC disallowed for these years were the result of Columbia’s 
                                                 

2 Of the $7.7 million, $2.4 million related to an HHC commitment to compensate Columbia for additional 
anticipated costs for Fiscal Year 2006.    
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noncompliance with hiring approval procedures, and because this spending benefited Harlem 
Hospital.  As discussed below, we found examples of the affiliate hiring temporary providers 
without HHC approval.  In addition, the affiliate’s external auditor concluded that the affiliate’s 
expenditures exceeded receipts from HHC by a total of $15,286,847 for these years.    

 
However, had HHC closely monitored the operation of the affiliate, quarterly fee 

statements and annual recalculation reports would have been submitted on time, necessary HHC 
approvals of the affiliate’s hiring actions would have been obtained, and multi-year settlements 
would not have been necessary.  It is possible that some of the affiliate’s hiring actions would 
have been rejected by HHC had they been submitted to HHC before they were finalized.  HHC 
ultimately accepted many of these actions as part of the settlement process.   

 
We understand the importance of the partnership relationship between HHC and 

Columbia to provide patient services to Harlem Hospital.  However, that importance should not 
prevent HHC from meeting its contractual responsibility to properly monitor Columbia’s 
compliance with the terms of the affiliation agreement. 

 
To avoid a possible misuse of City funds, HHC should break the pattern of multi-year 

settlements by requiring Columbia’s compliance with all contract terms, especially those related 
to the proper and timely accounting of reimbursable expenses. 

 
HHC Response: In its response, HHC refers to a five percent deduction from advances to 
Columbia as a control mechanism.  HHC stated: “Contract compensation is set at only 
95% of documented costs at the outset of a contract period subject to later reconciliation 
to actual costs throughout the contract term.” 
 
Auditor Comment:  Although holding advance payments to 95 percent of anticipated 
costs is a reasonable control, this does not guarantee that actual reimbursable spending 
will achieve that level or that an untimely settlement will accurately determine the final 
payment amount due to or from Columbia.   
 
Recommendations 
 
Columbia should: 

 
1. Submit quarterly fee statements and annual recalculation reports to HHC on a timely 

basis. 
 

Columbia Response: “CUAH [Columbia University Affiliation at Harlem Hospital] will 
prepare a written procedure which will document the steps necessary to submit the fee 
statements and recalculation reports on a timely basis. ... The procedure will be 
developed by 9/30/10 and implemented for the first Fee Statement submission for FY11 
on November 15, 2010.” 

 
2. Obtain all necessary HHC approvals for its hiring actions. 
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Columbia Response: Columbia argued that it already complies with this recommendation 
and stated: “The requisite HHC approvals are in place for all new hires providing contract 
services.  The Affiliation and the Facility have been compliant with the Vacancy Review 
Board provisions of the contract.”  
 
Auditor Comment: In contrast with Columbia’s assertion, the affiliate hired numerous 
subcontractors, including locum tenens providers (those who substitute temporarily for 
others) to render patient services at Harlem Hospital without obtaining HHC approval, as 
required by the contract.  Accordingly, we reaffirm our recommendation. 
 
HHC should: 
 
3. Ensure that Columbia complies with the financial provisions of the contract requiring 

the timely submission of fee statements and recalculation reports. 
 
HHC Response: “HHC will continue to monitor Columbia for, and actively assist 
Columbia in achieving, compliance with financial reporting requirements.  Formal notice 
will be issued whenever reporting is non-compliant.” 
 
4. Closely monitor the operation of the affiliate to ensure that all hiring actions requiring 

prior approval go through HHC’s approval process. 
 

HHC Response: HHC argued that it already complies with this recommendation and 
stated: “HHC has a formal approval process in place that effectively tracks and records 
each request and any subsequent approval.  HHC will disallow CU expense not approved 
in advance pursuant to terms within the affiliation agreement between CU and HHC.” 

 
Auditor Comment: Had HHC’s approval process for hiring subcontractors to provide 
patient services at Harlem Hospital been effective, numerous subcontractors would not 
have been appointed to provide such services without HHC approval.  HHC itself 
acknowledges in its response that Columbia had a total of $17.5 million in non-
reimbursable costs relating to the use of unapproved staff in Fiscal Years 2006 and 2007.  
HHC states that this was due to Columbia not following the prior approval requirements 
of the agreement.  However, we believe that had HHC closely monitored Columbia with 
regard to its hiring actions, it would not have found that Columbia had hired unapproved 
staff to such a large extent.  Accordingly, we reaffirm our recommendation. 

 
Noncompliance with the Subcontractor Provision of the Contract 

 
Columbia lacked agreements with some subcontractors that provide services to Harlem 

Hospital patients on a per diem or temporary basis.  Consequently, we could not determine 
whether Columbia sought HHC approval before hiring these subcontractors.   

 
According to the contract, Columbia must submit “copies of any contracts and contract 

amendments between the Affiliate and a subcontractor for Contract Services (including any 
provider of per diem or locum tenens providers).”  It further stipulates that Columbia “agrees not 
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to enter into any subcontracts for the performance of its obligations, in whole or in part, under 
this Agreement without the prior written approval of the Corporation.”   

 
Contrary to the above requirement, there was no evidence of signed contracts for three 

locum tenens physicians (who substitute temporarily for other physicians) on the July 2008 
Radiology Department assignment schedule.  The subcontract agreement that the affiliate signed 
with the agency that provided these three temporary workers to the Radiology Department 
expired in December 2004 and was renewed in May 2009 to expire again in December 2009.  
Columbia paid $2,288,259 to this agency in Fiscal Year 2007 for services provided in the 
Radiology Department even though there was no subcontract agreement in effect during this 
period. 

 
In addition, one of the 12 physicians on this assignment schedule was identified on the 

schedule (and on time records) as a consultant, even though the physician was also on the roster 
as a salaried provider.  When we reviewed the July 2008 assignment schedules for all of the 
affiliate’s departments, we identified a provider in the Surgery Department who was identified 
on an assignment schedule as a consultant (and on the payroll report as a sessional worker) but 
listed on the roster as a salaried provider.  We also identified a provider in the Psychiatry 
Department who was identified on an assignment schedule as a consultant but listed on the roster 
as a salaried provider.  To verify Columbia’s compliance with the contractual provision 
regarding these three providers, we requested copies of subcontract agreements and evidence that 
HHC approved such agreements.  No such documentation was provided to us for these 
consultants. Therefore, we must conclude that no formal agreements were entered into by 
Columbia with these consultants. 

 
HHC Response: “Columbia did not need to have subcontracts with those individuals 
inadvertently identified as consultants on the assignment schedules (but correctly 
identified on the contract roster) because they were in fact salaried employees.” 
 
Auditor Comment:  HHC has failed to provide us with sufficient evidence to refute this 
finding.  In addition to the assignment schedules, the time records provided to us by HHC 
and Columbia also raise questions with regard to the status of these persons.  The time 
records for one person also identified the person as being a consultant.  In addition, the 
records indicated that this person was paid exactly $200 per hour, compensation that is 
more akin to payments made to an outside consultant than to a salaried employee.  One of 
the other persons was paid exactly $200 per session, which again is more akin to 
compensation one would expect for an outside consultant than for a salaried employee.  
No time records were provided for the third person to show that this person was a salaried 
employee of Columbia.   Accordingly, in the absence of adequate evidence to the 
contrary, this finding remains.   
 
Moreover, the locum tenens providers and the consultant we identified at the Radiology 

Department did not have defined schedules as required by the contract.  Coverage for contract 
services includes adequate staffing to meet patient needs.  To provide uninterrupted care at 
Harlem Hospital, Columbia agrees, according to the contract, to maintain “ninety percent (90%) 
of the Physician Providers providing Contract Services in the Department of Radiology at 
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Harlem.”  According to the OCR, 12 physicians are needed in the Radiology Department; the 
assignment schedule lists 12 physicians, including the three locum tenens physicians and the 
consultant.  To maintain proper coverage, the assignment schedule should list all providers with 
their assigned hours. 

  
Because of HHC’s inadequate oversight of the implementation of the affiliation contract, 

Columbia was able to engage subcontractors without entering into formal agreements or 
obtaining necessary HHC approvals.  As a result, subcontractors may have been hired in 
violation of contract terms.  Furthermore, in the absence of work schedules for all providers, it is 
possible that the affiliate might not be ensuring that it is consistently providing required 
coverage. 

 
Recommendations 
 
Columbia should: 

 
5. Ensure that it submits contracts to HHC whenever a subcontractor is engaged to 

provide services in Harlem Hospital. 
 

Columbia Response: “CUAH in conjunction with Harlem Hospital will develop and 
implement a checklist that will list the sign-offs required for any new sub-contract.  This 
checklist will include all necessary sign-offs from CU [Columbia University], CUMC 
[Columbia University Medical Center], CUAH, Harlem Hospital and HHC.” 

 
6. Ensure that prior approval of HHC is obtained before entering into any subcontract 

with a provider. 
 
Columbia Response: “CUMC will modify CU protocol to include Harlem Hospital sign-
off before contracts are executed.” 
 
HHC should: 
 
7. Ensure that Columbia follows contract provisions when engaging subcontractors to 

provide contract services at Harlem Hospital. 
 
HHC Response: “Harlem Hospital will utilize the checklist developed in conjunction 
with CUAH to ensure that all subcontracts have received the requisite approvals.  Harlem 
Hospital will also conduct a quarterly review of subcontractors identified on the contract 
roster to ensure that only subcontractors whose services continue to be supported by 
active, approved, contract-compliant subcontracts remain on the roster.”    
 

Noncompliance with the Timekeeping Provision of the Contract   
 
Our review of timekeeping records and the outcome of our unannounced February 4, 

2010 floor check disclosed that Columbia did not have adequate controls to ensure that 
timekeeping records were accurate and complete.  There were instances in which the service 
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providers were paid without proper documentation of the hours worked.  In addition, hospital 
departments implemented inconsistent and inadequate timekeeping practices.  

 
The contract states:  
 
The parties recognize that the maintenance of accurate Time Records is essential 
to ensure accountability and, therefore, the Affiliate shall direct all persons under 
its supervision to keep accurate and complete records of their time spent in the 
performance of Contract Services…. The Affiliate shall maintain internal 
procedures to establish the reliability of such Time Records, including, but not 
limited to, periodic reports verifying the accuracy of the information provided 
through the Time Records. 
 
Contrary to these requirements, there were many weaknesses in the timekeeping practices 

at Harlem Hospital, which raises questions concerning the reliability of the providers’ time 
records. 

 
Inconsistent Timekeeping Practices  
 
Columbia’s procedures state that “[time and leave] records must be maintained . . . to 

determine overtime pay for support staff and to verify sick leave, personal days, and vacation 
allowances for both support staff and officers.  All time and attendance records are subject to 
examination and must be kept for at least six years.”  However, each department has 
implemented its own inconsistent and somewhat inadequate procedures for the completion of 
daily timesheets by non-physicians and weekly certificates of effort by physicians and for the 
recording of absences.   

 
On February 4, 2010, we conducted an unannounced floor check of the Pathology and 

Rehabilitation Departments to determine whether these departments had adequate procedures in 
place to ensure that service providers supplied appropriate floor coverage.  Generally, we were 
able to account for the providers who were assigned to work that day.   

 
The Pathology Department, which had 15 providers on duty, was inconsistent in the 

manner in which employees recorded their time worked.  One provider signed out almost three 
hours ahead of time, while another initialed his sign-out slot more than two hours early.  
However, we accounted for all 15 providers, including the two who had signed out early.  The 
Pathology Department’s Blood Bank was the only one of the department’s four units that 
maintained such records.   

 
The Rehabilitation Department, which had 22 providers on duty, did not require 

providers to use daily sign-in and sign-out sheets to record the hours worked.  Nonetheless, we 
accounted for all 22 providers.  The department depends on the department head, or her 
designees, to make visual note of the employees’ presence when preparing employee time 
records.  However, the department did maintain a log of employee absences.   
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As shown below, there were many instances in which providers were paid for hours 
worked that were not supported by adequate timesheets or certificates of effort.  To mitigate the 
possible risk of abuse in the recording of hours worked, Columbia needs to ensure that all 
departments comply with its timekeeping procedures. 
 

Hours Worked Not Properly Documented  
 

Columbia did not comply with the contract clause requiring all providers under its 
supervision to keep accurate and complete records of the time spent in rendering contract 
services.  Consequently, there was little or no evidence to show that providers rendered some of 
the services for which they were paid.   

 
There were 12 physician and 32 non-physician providers scheduled to work in the 

Radiology Department for the July 7-20, 2008 pay period.  Two additional providers not on the 
assignment schedule also worked in the department during this period.  We reviewed the 
timekeeping records for the 46 providers to determine whether the time records for the providers 
were accurate and complete.  Only 35 (76%) of the 46 providers submitted all required 
documents: timesheets for the non-physicians and certificates of effort for the physicians.  There 
were a number of instances in which service providers were paid for hours worked without 
proper time records.  There were instances in which (1) time records were not submitted, or were 
submitted late; (2) timesheets or certificates of effort lacked provider or approval signatures; or 
(3) time records had questionable signatures (e.g., sign-in and sign-out signatures were different).  
See Table I, below, which summarizes these time record irregularities. 

  
Table I 

Provider Time Record Irregularities 
Harlem Hospital Radiology Department 

July 7-20, 2008 Pay Period 
 

Time Record Irregularity Number of 
Providers 

 Related 
Salary 

Amount* 
Missing signatures 12 $24,184 

Questionable signatures 6 $15,605 

Time records not submitted or 
not submitted on time 1 $10,747 

Total Not Adequately Documented $50,536 
Total Paid for Period Reviewed $168,367 
% Not Adequately Documented 30.0% 

*A provider may have more than one type of time record discrepancy.  
However, the related salary is counted only once. 
 

It is a contractual requirement for the affiliate to maintain reliable and verifiable time 
records. However, the time records for 12 providers lacked required signatures.  This included 
the daily timesheets for 1 provider that were not signed by the provider; the certificates of effort 
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for two providers that were not signed by the chief of service, and the timesheets for 9 providers 
that were not signed by the department head.  One of these providers was a physician who was 
paid a monthly salary3

 

 of $23,798 (pro-rated to $10,747 in Table I) but submitted the weekly 
certificates of effort, which lacked the signature of the chief of service, almost one year later.  
(The weekly certificates of effort for July 2008 were signed by the provider in April 2009 and 
submitted in May 2009.)  Each of the six providers’ time records with questionable signatures 
had two or more different provider signatures. In some instances, the providers’ sign-in and sign-
out signatures for the same day were different.  As a result of the aforementioned irregularities, 
we conclude that HHC might have overpaid Columbia by up to $50,536 in salaries for the 
Radiology Department providers for the July 7-20, 2008 pay period, 30 percent of the $168,367 
in salaries paid by this department for the period reviewed.  A periodic reconciliation of time 
records could have uncovered some of these irregularities.   

In terms of the timekeeping provision of the contract, the affiliate has inadequately 
supervised its providers, as shown by the numerous time record discrepancies noted above.  This 
inadequacy was compounded by HHC’s lack of oversight of the affiliate.  The absence of strong 
timekeeping controls and proper oversight brings with it an increased risk of possible misuse of 
City funds.  To minimize this risk, HHC needs to improve its monitoring of the affiliate’s 
compliance with the timekeeping provisions of the contract.  

 
Columbia Response: “The report found discrepancies in signatures on these earlier (prior 
to the May 2009 policy) timesheets.  CUAH demonstrated to the auditors that 8 out of 9 
timesheets were indeed signed by either the supervisor or the department head.  As we 
advised the auditors at the June 3, 2010 Exit Conference, both signatures are not 
required.” [Emphasis in original] 
 
Auditor Comment:  Columbia has not provided adequate evidence to refute this finding.  
Columbia provided no written procedure to support its statement that the signatures of 
both the supervisor and the department head are not required on timesheets; in fact, the 
procedures we were provided, though not explicitly stated, appear to indicate the 
opposite.  Further, our review of the sampled timesheets indicates that they had places for 
both signatures, and many of the timesheets we reviewed had both.  Accordingly, in the 
absence of sufficient evidence to the contrary, this finding remains.  
 
Unreliable Assignment Schedule 
 
According to the contract:  
 
The Affiliate shall prepare and provide to the Chief Executive [of Harlem 
Hospital] at least ten (10) days before the first calendar day of each month during 
the term of this Agreement, an Assignment Schedule of all Physician Providers, 
Post-Graduate Trainees, and clinical Department/Service heads who are 
scheduled to work in each clinical Department/Service at each Facility during that 
month.   
The contract also states:  

                                                 
3 Physicians are paid on a monthly basis; non-physicians are paid every two weeks. 
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At least forty-five (45) days before the beginning of each succeeding Fiscal Year 
that this Agreement remains in effect, the Affiliate shall prepare and provide to 
the Chief Executive an Assignment Schedule of all Non-Physician Providers for 
the coming Fiscal Year. 

 
In spite of this provision, some Radiology Department providers were not on the 

assignment schedule but yet completed timesheets, and one was on the schedule but did not 
present any evidence of the hours worked.  Of the 46 Radiology Department providers tested, 44 
were listed on the July 2008 assignment schedule.  We received time records for the two 
providers who were not listed.  Both were paid for the services provided even though they were 
not scheduled to work.  On the other hand, 1 of the 44 providers was paid for hours worked 
without having completed any time records.  Further, there was no schedule of hours assigned to 
the three “locum tenens” providers and the consultant on the assignment schedule.  
 

We also compared the assignment schedule for the Radiology Department to the OCR to 
determine whether all providers who worked in July 2008 were approved contract service 
providers.  One of the 44 individuals on the assignment schedule was neither included on the 
contract roster as a service provider nor identified as a locum tenens provider, per diem provider, 
or consultant on the schedule.  That individual’s time records were not certified by both the 
immediate supervisor and the department head.  These inconsistencies are troubling because 
HHC’s payments to Columbia should be based on accurate records.  No individual should be 
providing services if not scheduled to work, and any provider scheduled to work should be listed 
on the OCR or identified on the assignment schedule as a locum tenens or per diem provider. 

 
Unreliable Provider Rosters  
 
HHC did not regularly review the provider roster updates prepared by Columbia to track 

contract service providers and their compensation.  As a result, there were numerous 
discrepancies in the updated contract roster. 

  
As stated in the contract, the provider roster is to identify all contract service providers, 

the annual salaries, and the approved vacancies.  Thus, the provider roster is a key financial 
document.  The affiliate is expected to update the provider roster quarterly and submit it to HHC.   

 
To determine whether Columbia properly updated the provider roster, we compared the 

June 30, 2009 quarterly roster with the February 16, 2010 updated provider roster.  There were 
striking differences between the two rosters.  Thirty-four active providers, shown on the 
February 2010 roster, were not shown on the June 30, 2009 roster even though they had been 
hired as of that date.  

 
Columbia Response: “Columbia maintains and submits accurate and complete provider 
rosters.  All providers were listed on both rosters compared by the auditors with only one 
exception.  The missing provider was inadvertently excluded from the June 2009 roster 
but was added by CUAH to the next quarterly submission.  This self-correction was made 
before the findings of this audit were released.”   



 

Office of New York City Comptroller John C. Liu 
 

19 

Auditor Comment: Columbia’s assertion that all of the providers except one were listed 
on both rosters provided to us is simply not correct.  Our review of the February 2010 
roster revealed that 34 of the providers listed were not shown on the June 30, 2009 roster 
even though they had been hired as of that date.  These individuals4

 

 listed on Exhibit A-3 
of the response (see page 47 of the addendum) do not appear on the numbered lines 
indicated on the exhibit or anywhere else on the June 30, 2009 roster provided to us 
during the audit.  In fact, this exhibit shows five providers with higher numbered lines 
than the 524 numbered lines on the June 2009 roster list.  Furthermore, HHC contradicts 
Columbia and acknowledges that 5 of the 34 providers were in fact left off the June 30, 
2009 roster.  (The reason cited by HHC is that they were performance-based grant 
positions; however, 24 other grant positions were listed on the June 30, 2009 roster.  
Accordingly, we cannot give credence to HHC’s explanation for omitting these providers 
from the roster.)  In the absence of adequate evidence from Columbia to support its 
arguments, we reaffirm this finding. 

In addition, the provider rosters did not consistently identify vacancies, which is required 
by the contract.5

 

  The June 30, 2009 provider roster identified 20 vacancies, but the updated 
February 16, 2010 roster did not clearly identify these vacancies even though the positions had 
not been filled.  Two of the providers had not been replaced since July 2007 and one since 
December 2005.  This raises questions about whether the affiliate was meeting its provider 
coverage requirements.  Furthermore, since HHC states that provider rosters are a very important 
document for the reconciliation process, it is essential that they present clear provider vacancy 
information.  

HHC Response: “The Roster report provided to the NYC Comptroller also clearly 
identified the vacant positions and we are confused why the report says otherwise. 
Vacancies are consistently identified by an entry in the Date of Termination (DOT) 
column on the spreadsheet.” 
 
Auditor Comment: According to the affiliation agreement, vacancies should be identified 
on the roster as we indicate in footnote #5 below.  Many vacant positions were properly 
identified on the February 2010 roster; however, 20 of the terminated providers identified 
on the June 2009 roster were not among them, even though the positions had not been 
filled. Furthermore, using the date of termination as an indicator of vacancies would be 
incorrect since the dates of termination are also shown on the roster for those terminated 
providers whose positions have been filled.    
 
As stated earlier in this report, payments to the affiliate are based in part on the provider 

roster.  The roster, which is supposed to be regularly updated by the affiliate, establishes the 
amount of the advance payments made to Columbia to cover contract service providers’ 
budgeted salaries and fringe benefits, as well as overhead expenses, which are based on two 

                                                 
4 We redacted their names from the addendum for privacy reasons. 
5 According to the contract, a vacancy line on the roster should present (in parentheses) the last name of the 
person who previously occupied the position next to the word “Vacant.”  When the position is filled, the 
vacancy line should be changed to show the full name of the person who was terminated and a zero salary 
amount, and a new line should be created showing the hiring date and the new hire’s full name and salary.   
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percent of salaries and fringe benefits.  Accordingly, it is important to ensure that the provider 
rosters reflect the actual number of contract service providers and that the advance payments are 
adjusted accordingly.  However, there is little evidence that HHC has been reviewing the 
provider rosters to determine the actual number of providers employed by the affiliate and the 
associated provider costs.  HHC has not adjusted its semi-monthly advance payments to the 
affiliate since the beginning of the contract on July 1, 2007.  This situation might be more 
acceptable if there were a timely annual reconciliation of advance payments and actual 
reimbursable expenses.  However, as of the date of this report, there is no evidence that the 
reconciliations for Fiscal Years 2008 and 2009 are close to being completed.   

    
Recommendations 

 
Columbia should: 

 
8. Establish detailed timekeeping procedures and ensure that all providers keep accurate 

and complete time records of hours worked.   
 

Columbia Response: Columbia argued that it already complies with this recommendation 
and stated: “A new Timekeeping policy was implemented in May 2009 before the 
inception of this audit.  The policy established more detailed and uniform timekeeping 
procedures across the departments, to ensure that all providers maintain accurate and 
complete records of hours worked.  This policy was not reviewed by the NYC 
Comptroller’s audit group, although it was promulgated and available during the course 
of the audit.”    
 
Auditor Comment: Despite repeated requests for all relevant Columbia policies 
throughout the audit, the affiliate’s timekeeping policy was not provided to us until the 
June 3, 2010 exit conference, after fieldwork testing had been completed.  Accordingly, 
we are unable to validate Columbia’s assertion that these procedures have been in effect 
since May 2009.  Furthermore, although Columbia asserts that “the policy established 
more detailed and uniform timekeeping procedures across the departments” in May 2009, 
we found, as stated above, that there were considerable differences between the 
timekeeping records of the Pathology and the Rehabilitation Departments during our 
unannounced floor checks of these units on February 4, 2010.  

 
9. Reimburse HHC for the compensation of providers who did not have proper time 

records. 
 

Columbia Response: Columbia disagreed with this recommendation and stated: “We do 
not agree with this recommendation; the audit found only minor discrepancies in the 
Certificates of Effort and Timesheets, which are used to document the performance of 
services by medical and non-medical providers under the contract.  Re-education will 
reinforce the current policies.  In any event, HHC will disallow any expenses not 
supported by proper time records in the first instance.”  
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Auditor Comment: The audit disclosed control weaknesses in the tracking of providers’ 
work hours and the maintenance of adequate records.  We do not consider multiple 
signature styles for the same provider or the submission of a certificate of effort more 
than nine months late to be minor discrepancies. 

 
10. Regularly review the assignment schedule to ensure that only providers scheduled to 

work are listed. 
 
Columbia Response: “CUAH will develop and promulgate a new written policy for the 
proper review of assignment schedules.  This policy will include: Sign-offs required form 
Departmental Administration, Human Resources and Finance; Timing of the submission 
of assignment schedules; Submission of schedules to HHC and documented 
acknowledgment of receipt.”  
 
11. Ensure that all providers on the assignment schedule are approved contract providers. 

 
Columbia Response: “CUAH will develop and promulgate a policy to ensure that all 
assigned providers are approved providers on the contract roster.  This policy will 
include: Review of the contract roster and VRB correspondence and approval 
documentation prior to assignment to ensure that only approved providers are assigned.  
Confirmation of any required Network and OPSA approval prior to assignment of 
provider.  Random sampling of assigned providers to ensure they are approved individual 
providers on the OCR or included in sessional budget.”  

 
12. Ensure that it maintains and submits accurate and complete provider rosters.  

  
Columbia Response: Columbia argued that it already complies with this recommendation 
and stated: “Columbia maintains and submits accurate and complete provider rosters.”   

 
Auditor Comment: As stated above, Columbia provided no evidence to refute our finding 
that its provider rosters were inaccurate and incomplete.   Accordingly, we reaffirm our 
recommendation. 
 
HHC should: 

 
13. Implement procedures to periodically review assignment schedules and time records 

so that only approved contract service providers are assigned to work and proper 
records are maintained of the hours worked.  

 
HHC Response: “Network Internal Audits shall conduct periodic unannounced reviews 
that will include assignment schedule and time record maintenance to monitor CUAH 
compliance.”  
 
14. Conduct a periodic review of the provider rosters prepared by the affiliate to ensure 

that active providers and vacant positions are properly identified and accounted for. 
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HHC Response: HHC argued that it already complies with this recommendation and 
stated: “The provider roster is closely monitored and fully reflects active positions and 
vacant lines associated with the CU affiliation contract.  Harlem Hospital Finance and 
CU regularly review the affiliation contract roster and reconcile all personnel actions to 
that roster.”  
 
Auditor Comment:  As noted above, HHC’s and Columbia’s assertions notwithstanding, 
34 active providers shown on the February 2010 roster were not shown on the June 30, 
2009 roster even though they had been hired as of that date.  In addition, HHC and 
Columbia offer no evidence to refute our conclusion that 20 vacancies identified on the 
June 2009 roster were not clearly identified as such on the February 2010 roster even 
though the positions had not been filled.  Accordingly, we reaffirm our recommendation. 

 
No Fidelity Bond Certificate Available 

 
The contract requires that the affiliate furnish HHC with a fidelity bond for “one-sixth 

(l/6th) of the total amount paid to the Affiliate for Contract Services during the preceding Fiscal 
Year, bonding each person authorized by the Affiliate to receive, handle or disburse monies 
granted pursuant to this Agreement.”  However, the affiliate did not maintain a fidelity bond as 
set forth in the contract.  

  
According to Columbia, there is no need to purchase fidelity bond coverage since its 

crime insurance policy provides similar protection.  A January 22, 2010 memorandum from 
Columbia’s Executive Director of Risk Management stated that Columbia does not have a Surety 
or Fidelity Bond but maintains a crime insurance policy that insures them against various types 
of theft (including employee theft).  According to the memorandum, the policy limit is 
$25,000,000.   

 
According to HHC officials, the affiliate does not maintain fidelity bond coverage 

because the amount of coverage required by the contract (l/6th of the total payment) is 
exorbitant.  HHC officials state that as a result of this and of Columbia’s crime insurance policy, 
they have waived the need for Columbia to meet the fidelity bond provision of the contract.  
HHC officials acknowledged that there is no documentation showing HHC’s review of 
Columbia’s crime insurance policy or HHC’s conclusion that the policy is a sufficient substitute 
for fidelity bonds.   

 
Recommendation 
 

 HHC should: 
 

15. Formally evaluate Columbia’s crime insurance policy, review the reasonableness of 
the contract’s fidelity bond coverage requirement, and revise the affiliation contract 
with Columbia accordingly. 

 
HHC Response: “HHC’s outside counsel accepted CU crime insurance policy as 
adequate for HHC to waive the fidelity bond requirement.  Further, HHC determined that 
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the expense of a fidelity bond served no purpose and would be wasteful of scarce 
recourses, given Columbia’s financial ability to respond if damages were appropriate.  
The fidelity bond requirement is being formally deleted as affiliation contracts are 
reviewed.”  

 
Required Monitoring Reports Not Completed Timely 
 
 Important monitoring reports required by the contract were not completed timely, 
including the Performance Indicator report for 2008 and the audit report on the affiliate on behalf 
of HHC for Fiscal Year 2008.  

 
Performance Indicator Reports Have 
Inconsistent Categories and Data 
 
As part of our audit test, we requested the Fiscal Years 2008 and 2009 Performance 

Indicator (PI) reports, also called Annex F.  This report is produced by Harlem Hospital’s 
Quality Assurance (QA) unit on a quarterly basis and is based on patient data stored in several 
computer systems.  The indicators measure the quality of patient services provided by Columbia.  
They include 15 performance indicators, which should be reported in four categories: 
Regulatory, Patient Satisfaction, Quality, and Efficiency.   

 
However, the original Fiscal Year 2009 PI report we received from OPSA contained 20 

indicators instead of 15, and only one category (Quality), instead of the four required by the 
contract.  When we brought this to the attention of HHC officials, they provided us with three 
additional PI reports for Fiscal Year 2009 with different indicator amounts and categories.  We 
were unable to determine which report contained the accurate indicator amounts.  As of May 14, 
2010, the date we issued the preliminary draft report, HHC was still compiling the data for Fiscal 
Year 2008 performance indicators.  As a result, we had no assurance that HHC was monitoring 
Columbia’s performance in relation to these indicators.   

 
It was not until the June 3, 2010 exit conference that we were provided with the PI report 

for Fiscal Year 2008.  We were also provided with an updated PI report for Fiscal Year 2009, 
which showed different performance indicator amounts than the previous Fiscal Year 2009 PI 
reports that we had received.  As a result of HHC’s tardiness in presenting final PI reports to us 
for these years, we were unable to conduct verification tests to determine the accuracy of these 
reports. 

 
In addition, there were discrepancies between NYSDOH data in the PI report provided to 

us by QA and the corresponding information we retrieved from the State website.  For example, 
QA reported two instances of noncompliance with patient care indicators in Fiscal Year 2009; 
however, we identified a total of eight deficiencies posted on the NYSDOH website for the same 
period.  During the exit conference, HHC stated that the discrepancy between the PI reports and 
NYSDOH website was due to the fact that HHC only reports citations related to medical staff.  
However, the contract states that all regulatory NYSDOH citations should be noted in the PI 
report, not just those related to the medical staff.  Furthermore, all eight citations on the 
NYSDOH website related to the medical care provided by the affiliate at Harlem Hospital and 
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should have therefore been included in the PI report.  The eight citations related to: medical staff 
(2), nursing services (2), medical records, outpatient services, incident reporting, and quality 
assurance.     

 
The monetary incentive based on the performance indicators is a maximum of $1.5 

million over the three years of the contract, or less than one percent of the total contract amount.  
There was no evidence that any Fiscal Year 2008 or 2009 funds had been paid or withheld based 
on the performance indicators.  However, since the PI reports are to be the basis for calculating 
performance-related bonuses and withholdings and for providing information on the quality of 
patient services, it is essential that the reports be complete and accurate. 

 
 HHC Response:   “The PIs required by the Affiliation contracts are a small subset of 
those already reportable indicators. In addition, HHC monitors performance on quality 
indicators by participating in nationally recognized quality assurance programs and by 
reporting results to the quarterly Quality Assurance Committee of the HHC Board. The 
completion of the performance indicator form and submission to OPSA is independent 
and inconsequential to the thorough monitoring of quality indicator performance by State 
and Federal accreditation and regulatory agencies.” 
 
Auditor Comment:  HHC’s minimizing of the significance of the performance-based 
provisions of its affiliation agreement with Columbia stands in stark contrast to its July 
26, 2007 report to its Board of Directors (which is available on its website) in which it 
states that the new three-year agreement “will continue to compensate Columbia 
University based on performance and productivity.”  The report further states that “a pay-
for-performance model will be implemented to assess improvement in areas of regulatory 
compliance, satisfaction of Centers for Medicare and Medicaid Services’ (CMS) 
indicators, and facility-specific quality and efficiency indicators.”  In addition, HHC 
provided no supporting evidence of its quality assurance program efforts. 
 
HHC Response:  “At the exit conference on June 3, 2010 and provided in writing as a 
follow-up, HHC discussed that 6 of the deficiencies (all but the 2 identified as ‘Medical 
Staff’) reported on the NYSDOH website are attributable to Harlem Hospital actions and 
not, in fact, ‘related to the medical care provided by the Affiliate.’  Therefore, they could 
not properly be included in the PI report. Moreover, Columbia University could not 
properly be charged any related withholds under the contract. The Affiliation Agreement 
(Section 7) clearly states that ‘if the Affiliate fails to satisfy any Performance Indicator 
due to factors under the Corporation’s control the Affiliate shall not be subject to the 
withholds.’ As discussed with the auditors, only the two citations numbered 
405.4(a)(l)(i), where the deficiency category is titled Medical Staff, are attributable solely 
to Harlem Hospital’s Affiliate. This confirms the information both given to the auditors 
by Harlem Hospital’s Quality Assurance Department and reflected on the Annex  
F.” [Emphasis in original] 
 
Auditor Comment:  The performance indicator to which HHC is referring is identified on 
the PI reports provided to us at the exit conference and in the affiliation agreement as one 
pertaining to regulatory “citations re: patient care,” not just to citations relating to 
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medical staff.  Furthermore, HHC provides no evidence to support its argument that the 
citations relating to outpatient services, incident reporting, quality assurance, and medical 
records were attributable to Harlem Hospital actions and were unrelated to the medical 
care provided by Columbia.  In fact, considering Columbia’s major involvement in the 
provision of patient care at Harlem Hospital, HHC’s argument in this regard is highly 
dubious.  Accordingly, our finding remains. 
 
Noncompliance by HHC with Annual Audit 
Requirement of the Agreement  

 
The contract requires that HHC conduct annual audits of the affiliate’s operation.  

However, these audits were either not conducted or were performed late.  Consequently, HHC 
did not meet its monitoring responsibilities in relation to this affiliation agreement. 
 

According to the agreement, “The Corporation shall use its best efforts to conduct its 
Final Audit within one year and three months from the date of its receipt of the Affiliate's Annual 
Audit Report.” 

 
While Columbia’s annual audit reports were generally issued on time, usually within six 

months of the end of the fiscal year, HHC was lax in complying with its contract monitoring 
responsibility.  HHC provided external audit reports for Fiscal Years 2003 through 2007 from 
the firm (Dadia) HHC hired to audit the affiliate’s operations.  However, four of the five reports 
were issued late.  According to the affiliation agreement, the Fiscal Year 2003 report was issued 
one week late, and the Fiscal Year 2004 report was issued five months late. 

 
According to the HHC contract with Dadia, the Fiscal Year 2006 report was issued two 

and one-half years late, and the Fiscal Year 2007 report was issued one year and seven months 
late.  The due date for the Fiscal Year 2008 audit report was July 31, 2009, and the due date for 
the Fiscal Year 2009 audit report is July 31, 2010.  The Fiscal Year 2008 audit report is overdue.   

 
Moreover, the contract includes a provision that allows HHC to penalize Dadia two 

percent of the total audit fees for each day that the report is late.  According to the contract 
signed with Dadia, the maximum amount to be paid for the audit work is $362,615 for the Fiscal 
Year 2006 audit report, $370,863 for the Fiscal Year 2007 audit report, and $379,111 for the 
Fiscal Year 2008 report.  HHC informed us on April 16, 2010 that it had paid Dadia $33,811 for 
the audit reports for Fiscal Years 2006 and 2007.  If the delay penalty had been imposed on 
Dadia for these reports, no payments to Dadia would have been required.   

  
Both the Fiscal Year 2006 and the Fiscal Year 2007 audit reports were issued on March 

1, 2010.  The Fiscal Year 2007 Management Letter was very similar to the one issued for Fiscal 
Year 2006.  For example, the only floor-check information provided in the two reports related to 
floor checks conducted on March 15 and 29, 2007.  Therefore, the floor-check information 
provided in the Fiscal Year 2006 audit report related to audit steps conducted during Fiscal Year 
2007. 
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As stated above, HHC reached a settlement with Columbia in May 2009 for Fiscal Years 
2006 and 2007, so Dadia’s audit reports will have no impact on the reconciliations for those 
years.  In fact, the Fiscal Year 2006 report recommended that Harlem Hospital charge the 
affiliate for all direct and indirect costs related to research protocols.  Although Dadia’s audit 
reports also address operational issues, delays in the preparation of these reports have postponed 
the correction of the operational problems they identify.  For example, the Fiscal Years 2006 and 
2007 reports note that the affiliate operated without subcontractor agreements with several 
providers, a deficiency that we found still existed in Fiscal Year 2009.   

 
HHC Response:   HHC argued that Dadia’s audits were not late, based on the due dates 
as stated in the Affiliation Agreement.  HHC stated: 
 
“The audit for FY 2006 was due no sooner than June 15, 2008, not September 1, 2007, as 
the audit report infers;  
The audit for FY 2007 was due no sooner than January 31, 2009, not October 1, 2008, as 
the audit report infers;   
The audit for FY 2008 was due no sooner than March 29, 2010, not July 31, 2009, as the 
audit report infers; and  
The audit for FY 2009 — the purported subject of the Comptroller’s audit — is due no 
sooner than March 23, 2011, nine months later than the July 31, 2010 date referenced in 
the audit report.  
 
“Moreover, the report mischaracterizes the FY 2004 audit as having been five months 
late, when, in fact, that audit was completed well on time. The FY 2004 audit was not due 
until March 2, 2007, and therefore, was submitted seven months before the deadline.” 
 
Auditor Comment:  In determining the due dates for the Dadia audits for Fiscal Years 
2006 through 2010, we used the agreed-upon dates as per HHC’s contract with Dadia, 
rather than the affiliation agreement.  According to the due dates as per the Dadia 
contract, the audit reports for Fiscal Years 2006 and 2007 were two and one-half years 
and one year and seven months late, respectively.  Additionally, as per the contract, the 
Fiscal Year 2008 audit report was due on July 31, 2009 and is overdue, while the Fiscal 
Year 2009 audit report is due on July 31, 2010.   
 
In its response, HHC cites the due dates according to the affiliation agreement.  However, 
even by that standard, the audit reports for Fiscal Years 2006 and 2007 were still late by 
one year and eight months and one year and one month, respectively, and the Fiscal Year 
2008 audit report has been overdue since March 29, 2010.  In terms of the Fiscal Year 
2004 audit report, if Columbia’s external audit report was completed by December 31, 
2004, as required by the affiliation agreement, then the Dadia report should have been 
completed by March 31, 2006 (i.e., within one year and three months of the completion 
of Columbia’s external audit, as also required by the affiliation agreement).  For Dadia’s 
report not to have been due until March 2, 2007, Columbia’s external audit report must 
not have been completed until December 2, 2005, or more than 11 months late.  

 



 

Office of New York City Comptroller John C. Liu 
 

27 

Recommendations 
 
 HHC should: 
 

16. Ensure that the PI reports prepared by Quality Assurance are complete, accurate, and 
in compliance with the contract. 

 
HHC Response: “Whereas the final PI reports used in determining withholds and 
bonuses are complete, accurate and contract-compliant, Quality Assurance will review 
the PIs in the agreement before issuing any draft PI reports to ensure that any and all 
drafts issued are also compliant, accurate and consistent with contract terms of affiliation 
agreement between HHC and CU.” 
 
17. Maintain documentation for all performance-based bonuses and withholdings. 
 
HHC Response: HHC argued that it already complies with this recommendation and 
stated: “HHC maintains final Performance Indicator reports that are complete, accurate 
and contract-compliant, for use in determining withholds and bonuses.  Withholds and 
bonuses are calculated according to the contract, and implemented through the annual 
reconciliation process; they are supported through inclusion of the PI reports and 
associated calculations as back-up in the recalculation documents.” 
 
Auditor Comment:  As stated above, HHC did not provide final PI reports for Fiscal 
Years 2008 and 2009 until the June 3, 2010 exit conference.  No documentation was 
provided to support the performance indicators presented in these reports. Absent any 
evidence, we are unable to verify the accuracy of these reports.  
 
18. Ensure that its contractor’s annual audits of the affiliate are completed on time.  
 
HHC Response: “The Office of Internal Audits is working together with Dadia, OPSA, 
Harlem Hospital and Columbia to ensure affiliation audits are completed within 
timeframes established by both the Dadia, and the affiliation, agreements.  Extensions 
will continue to be granted only for additional audit procedures requested outside of the 
contracted audit scope.”  
 
19. Evaluate Dadia’s responsibility for the delays in issuing annual audit reports on the 

affiliate and recover the appropriate amount from the payments already made. 
 

HHC Response: HHC argued that it already performed this evaluation and stated: “The 
delays for issuing final reports were due to HHC’s expansion of Dadia’s audit scope.  
Supplemental audit procedures were implemented to ensure Affiliate compliance with 
new operating procedures, and time and compensation requirements related to 
grant/research protocols.  Dadia performed these supplemental audit procedures at no 
additional cost to HHC.  As a result, assessment of a late penalty fee was not warranted.” 
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Auditor Comment:  The added audit steps described by HHC involved routine sampling 
techniques and do not justify the one and one-half to two and one-half years of delays in 
finalizing the Fiscal Year 2006 and 2007 audit reports according to the time frames 
specified in HHC’s contract with Dadia.   
 

Other Matter 
 

Written Procedures 
 

During the audit, HHC and Columbia provided very few written procedures on their key 
efforts to ensure that contract provisions are met.  As a best business practice, it is important that 
an organization develop written procedures to help ensure that its key operations are 
implemented efficiently, effectively, and consistently.   
 

We requested copies of written procedures from the affiliate and relevant HHC and 
Harlem Hospital units.  During the audit, we received the Affiliation Contract Operational 
Manual and Annex Instructions from HHC’s OPSA.  However, despite repeated requests, we did 
not receive written procedures from the affiliate, HHC’s Internal Audit unit, or Harlem 
Hospital’s Finance or Quality Assurance units.  HHC Central Finance furnished us a one-page 
document prepared by KPMG, its external audit firm, for issuing payments to the affiliate.  
However, the document did not cover the entire payment process and did not show that a proper 
segregation of duties is in place for the payment approval process.  

 
During the exit conference, we were provided with new procedures from the affiliate, the 

HHC Central Finance unit, and the Harlem Hospital Finance unit. The new HHC Central Finance 
unit procedure now more fully explains the payment process, including the segregation of duties.  
However, the Harlem Hospital Finance unit’s procedures for reviewing provider rosters and 
handling the payment reconciliation process are very limited.   

 
Recommendation 

 
 HHC should: 
 

20. Develop specific written procedures concerning the role of the Harlem Hospital 
Finance unit in the review of provider rosters and in the processing of affiliate 
payment reconciliations.  
 
HHC Response: “HHC will add specific activities and time frames to further 
operationalize the already-identified roles and responsibilities of the Facility Finance 
Office in the Affiliation Contract Manual.” 
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