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THE CITY OF NEW YORK 
OFFICE OF THE COMPTROLLER 

MANAGEMENT AUDIT 

Audit Report on the Department of Homeless Services’ 
Oversight of Contractors Hired to Assist Individuals and 

Families Displaced by Hurricane Sandy 

MJ13-117A 

 

AUDIT REPORT IN BRIEF 

This audit was conducted to determine whether the Department of Homeless Services (DHS) 
established and maintained adequate internal controls to enable it to oversee and monitor the 
contractors hired on an emergency basis following Hurricane Sandy so that the agency could ensure 
that the contracted services were provided and that the contractors complied with applicable laws and 
regulations.  DHS is responsible for providing short-term, emergency shelter for individuals and 
families who have no other housing options available and for assisting those residing in shelters to 
transition into permanent housing.   

On October 29, 2012, Hurricane Sandy displaced thousands of individuals and families throughout 
New York City when their homes were destroyed or left uninhabitable after the storm.  DHS entered 
into 20 emergency contracts, totaling $19.9 million, with various human service organizations to 
provide shelter and other services on an emergency basis.  The City obtained disaster-relief grants 
and sought reimbursement from the Federal Emergency Management Agency (FEMA) for expenses 
incurred in the aftermath of Hurricane Sandy.  To receive FEMA reimbursement, City agencies must 
comply with federal reimbursement requirements and must have adequate internal controls in place to 
ensure that those requirements are met.  

Audit Findings and Conclusions 

This audit disclosed weaknesses in DHS’s oversight and controls over its emergency contracts.  DHS 
did not have formal procedures for the oversight and monitoring of emergency contracts nor did it have 
sufficient evidence of its oversight and monitoring activities for the contracts that were the subject of 
the audit.  In addition, DHS personnel did not adequately review or check invoices and supporting 
documentation for accuracy prior to payment.  Finally, emergency contract managers did not perform 
satisfaction assessments of shelter clients as required by the City’s Procurement Policy Board Rules 
Chapter 4, §4-01(e).  

Audit Recommendations 

To address these weaknesses, the audit makes the following six recommendations:  
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1. DHS should ensure that it has clearly defined policies and operating procedures in 
place to address the oversight and monitoring of emergency contracts.  These policies 
and operating procedures should establish at least a minimum acceptable set of 
requirements that are aligned with and incorporate the minimum requirements 
established by the PPB Rules, Comptroller’s Directives, FEMA requirements and other 
applicable regulatory requirements. 

2. DHS should include the emergency contract monitoring procedures described above in 
its contingency planning documents and ensure that all necessary parties are aware of 
them. 

3. DHS should establish standardized minimum requirements for emergency contract 
managers to document and log their monitoring activities.  These records should be 
maintained in an organized manner to allow for easy access and retrieval.  

4. DHS should ensure that those persons assigned the responsibility of certifying vendor 
invoices have taken the necessary steps to verify that goods and services have been 
provided as stated on the invoices.  

5. If it is not feasible for contract managers to perform this verification on a monthly basis 
before authorizing payments to vendors, DHS should: (1) modify the certification 
statement signed by contract managers to reflect this circumstance,  and (2) develop 
an alternate procedure whereby such a verification is conducted periodically (e.g., 
quarterly). 

6. DHS should ensure that it requires contract managers to periodically interview or 
survey clients or their families to assess their satisfaction with services provided by the 
vendors of emergency contracts.  

 

Agency Response 

DHS officials agreed with five of the six audit recommendations but did not respond to 
Recommendation 4, which addressed DHS’s lack of assurance that persons assigned the 
responsibility of certifying vendor invoices take the necessary steps to verify the accuracy of those 
invoices and the goods and services provided.  
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INTRODUCTION 

Background 

DHS is responsible for providing short-term, emergency shelter for individuals and families who have 
no other housing options available and assisting those residing in shelters to transition into permanent 
housing.  In addition, DHS works with other public agencies and entities to prevent homelessness 
before it occurs.  In Fiscal Year 2013, DHS had 1,848 employees on staff and an operating budget of 
approximately $1 billion to carry out the agency’s charter mandate.1 
 
On October 29, 2012, Hurricane Sandy devastated homes and communities throughout the mid- and 
north-Atlantic states.  In New York City, thousands of individuals and families were displaced and left 
without a place to live because their homes were destroyed or left uninhabitable after the storm.  DHS 
entered into 20 emergency contracts totaling $19.9 million with various human services organizations 
to provide shelter and other services on an emergency basis.2  Such services included assistance 
with: (1) registering and applying for FEMA aid and other public benefits; (2) securing permanent 
housing or home repair services; and (3) obtaining medical/psychiatric services.3  The terms of these 
emergency contracts varied from under one month up to approximately one year.  As of October 1, 
2013, 4 of the 20 emergency contracts with the organizations providing shelter for displaced 
households remained active.  These remaining contracts served approximately 166 families.  Due to 
the magnitude of the emergency, eight senior DHS officials, including assistant commissioners and 
unit directors who were not ordinarily in charge of monitoring specific contracts were charged with the 
direct oversight and monitoring of these emergency human services contracts. 

The City received disaster-relief grants and sought reimbursement from FEMA for expenses incurred 
in the aftermath of Hurricane Sandy.  To receive FEMA reimbursement, City agencies must comply 
with federal reimbursement requirements and therefore must have adequate internal controls in place 
to ensure that those requirements are met.  In general, these controls should provide assurance that: 
 

 procurement and contract solicitation guidelines have been established and are followed;  

 vendors are adequately monitored;  

 sufficient, appropriate contract and related supporting documentation is properly 
maintained; and  

 eligible and authorized goods and services are delivered and paid for at agreed-upon 
prices within the approved spending limits.  

Objective 

The objective of this audit was to determine whether DHS established and maintained adequate 
internal controls to enable it to oversee and monitor the contractors hired on an emergency basis 
following Hurricane Sandy so that the agency could ensure that the contracted services were provided 
and that the contractors complied with applicable laws and regulations. 

                                                      
1 Fiscal Year 2013 Mayor’s Management Report. 
2 For a complete list, see the Appendix to this report. 
3 One of the primary missions of DHS and other City human services agencies is to award and administer contracts with vendors for the 
provision of social services, health or medical services, housing and shelter assistance services, legal services, employment assistance 
services, and vocational, educational, or recreational programs.  
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Scope and Methodology Statement 

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.  

The audit scope covered October 29, 2012 through November 30, 2013.  This audit was undertaken to 
evaluate DHS’s monitoring of the emergency human service contracts, including the provision of 
services.  This audit did not review DHS’s procurement of the emergency contracts or the specific 
performance of the vendors.  The Detailed Scope and Methodology section at the end of this report 
describes the specific procedures and tests that were conducted. 

Discussion of Audit Results with DHS 

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 on May 5, 2014 and discussed at an exit 
conference held on May 21, 2014.  We submitted a draft report to DHS officials on June 10, 2014 with 
a request for comments.  We received a written response from DHS on June 27, 2014.  In their 
response, DHS officials agreed with five of the six audit recommendations but did not respond to 
Recommendation 4, which addresses DHS’ lack of assurance that persons assigned the responsibility 
of certifying vendor invoices take the necessary steps to verify the accuracy of those invoices and the 
goods and services provided.  

The full text of DHS’s response is included as an addendum to this report.  
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FINDINGS AND RECOMMENDATIONS 

DHS established a number of controls to address the oversight and monitoring of contractors hired to 
assist families and individuals displaced by Hurricane Sandy.  However, the audit disclosed the 
following weaknesses in DHS’s oversight and controls over its emergency contracts: 

 The agency lacked formal, standardized procedures to guide the oversight and monitoring of 
emergency contracts.  

 DHS lacked sufficient evidence to support the extent of the oversight and monitoring activity it 
claims it engaged in.  Consequently, there was only limited assurance that DHS’s controls and 
monitoring activities sufficiently ensured that: (1) the vendors provided and were paid only for 
authorized goods and services in accordance with their contracts, and (2) DHS and its vendors 
complied with applicable laws and regulations. 

 Invoices and supporting documentation were not adequately reviewed or checked for accuracy 
prior to payment. 

 The emergency contract managers did not perform satisfaction assessments of shelter clients 
as required by the City’s Procurement Policy Board (“PPB”) Rules Chapter 4, §4-01(e).  

These matters are discussed in greater detail below. 

Lack of Formal Procedures for Oversight of Emergency 
Contracts 

DHS lacked formal, standardized operating procedures for the oversight and monitoring of emergency 
contracts.  Although DHS officials provided various documents and asserted that they were used by 
contract managers, none of these documents, either individually or collectively, constituted procedures 
for the oversight and monitoring of emergency contracts as required by Comptroller’s Directive 1.4 

Specifically, in response to our request for DHS’s policies and procedures governing the oversight and 
monitoring of emergency contracts, DHS officials provided the agency’s Human Services Provider 
Fiscal Manual (dated July 2011), FEMA guidelines, and a payment checklist, which they contended 
constituted “the list of written protocols and guidelines used in the management of its emergency 
contracts.”  They also asserted that the emergency contract managers followed the PPB Rules.  In 
addition, they stated that the DHS procedures and monitoring tools used by contract managers in their 
oversight and monitoring of non-emergency contracts with human services vendors were not relevant 
in the agency’s administration of its Hurricane Sandy-related emergency contracts.  As a result, DHS 
did not provide those to us.  

However, the Human Services Provider Fiscal Manual does not establish procedures for DHS’s 
contract managers to follow for monitoring the contracts.  Rather, the manual provides guidance to 
not-for-profit human services providers that have contracts with DHS and providers that submit 

                                                      
4
 Comptroller’s Directive 1 defines internal control activities as “the policies, procedures, techniques, and mechanisms used to enforce 

management’s direction.  They must be an integral part of an agency’s planning, implementing, review and accountability for stewardship of 
its resources and are vital to its achieving the desired results.”  The directive establishes that management administrative policies or 
operating manuals should be communicated to appropriate personnel and periodically reviewed and updated as needed. Further, 
Comptroller’s Directive 1, “Agency Evaluation of Internal Control” questionnaire, states that agencies should develop specific contract 
procedures to ensure compliance with PPB Rules. 
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proposals.  It also contains procedural information, forms, and instructions to assist providers in the 
submission of required documents.  In fact, DHS officials said that only two paragraphs from the 69-
page manual, “Provider Certification of Billings” and “DHS Certification of Delivery of Services” (both of 
which are discussed later), were applicable to emergency contracts.   

We similarly found that the payment checklist DHS provided was not used by the emergency contract 
managers as part of their monitoring activities.  Rather, it was used by DHS’s Finance Department in 
processing and rendering payment to vendors.  

The City’s PPB Rules contain the procedures that City agencies are required to follow when 
contracting for goods and services.  Among other things, the PPB Rules establish minimum 
requirements for agencies’ monitoring of client services contracts such as the requirement found in 
PPB Rules §4-01(e)(1 & 2) that agencies perform unannounced site visits and client satisfaction 
assessments.  However, the PPB Rules do not constitute or substitute for agency-specific procedures 
for contract oversight in either routine or emergency situations; such rules should follow and be 
consistent with the PPB Rules as well as other sources.  Moreover, as is discussed later in this report, 
we found that DHS’s emergency contract managers did not consistently follow or apply the PPB Rules.  

We recognize that by their nature, emergency contracts are procured and overseen during unusual 
and difficult circumstances and that further, the magnitude and impact of Hurricane Sandy was 
unprecedented.  In an effort to explain the agency’s scarcity of formal procedures for emergency 
contract oversight and monitoring, an official from DHS’s legal division noted that “there were exigent 
circumstances which required additional, extraordinary adjustments throughout the implementation 
and monitoring of these [emergency] contracts.”  While we do not dispute the emergency conditions 
that existed, we also note that, of the 20 emergency human services contracts that DHS awarded 
because of the hurricane, 14 were extended well beyond the hurricane and its immediate aftermath, 
with 12 extended between 6 and 11 months, and two others extended up to one year.   

It would therefore have been possible and prudent for DHS to develop and apply reasonable contract 
oversight and monitoring procedures over its emergency contracts, particularly those that extended 
past the immediate emergency.  As is reflected in DHS’s “Continuity of Operations Plan” -- DHS’s plan 
for the continuation of essential functions and the provision of services to the public during 
emergencies -- this was not the first emergency that DHS has faced nor is it expected to be the last.  
However, the Continuity of Operations Plan does not provide guidance or make reference to agency 
procedures for the monitoring and oversight of emergency contracts.  

Formal written operating procedures can help to ensure that every person involved in a process 
understands the tasks to be accomplished and the acceptable methods to be used in performing those 
tasks.  This is especially necessary in the context of an emergency situation where personnel are 
called on to perform functions that they are not routinely assigned.5  In emergency situations where 
normal contract procedures are suspended, there may be an increased risk of fraud and abuse, 
warranting an even greater need for the imposition of appropriate controls.   

There were inconsistencies in the monitoring and oversight actions taken by each of the six 
emergency contract managers charged with overseeing the post-Hurricane Sandy emergency 
contracts.  The failure of DHS to establish formal procedures for emergency contract oversight 
undoubtedly contributed to these inconsistencies.  In the absence of comprehensive, written operating 
procedures, DHS management could not be certain that appropriate operating policies and procedures 
were properly communicated and consistently followed.  

                                                      
5 The emergency contract managers tasked with oversight and monitoring of the emergency contracts had higher levels of responsibility 
within the agency and did not carry out contract management and/or program administration duties on a routine, day-to-day basis.  Those 
duties are generally performed by program administrators.  
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Recommendations 

1. DHS should ensure that it has clearly defined policies and operating procedures in 
place to address the oversight and monitoring of emergency contracts.  These policies 
and operating procedures should establish at least a minimum acceptable set of 
requirements that are aligned with and incorporate the minimum requirements 
established by the PPB Rules, Comptroller’s Directives, FEMA requirements, and other 
applicable regulatory requirements.  

2. DHS should include the emergency contract monitoring procedures detailed in 
recommendation #1 above in its contingency planning documents and ensure that all 
necessary parties are aware of them. 

DHS Response: “DHS agrees with Recommendation Nos. 1 and 2 and, going 
forward, will develop and implement clearly defined policies and operating procedures 
to address the oversight and monitoring of emergency contracts.  DHS will also 
expand its contingency planning documents to include such monitoring procedures 
and ensure that all necessary parties are aware of them.”  

Additional Weaknesses in DHS’s Controls and Monitoring 
Activities 

In addition to failing to establish formal monitoring procedures, the audit disclosed additional 
weaknesses in DHS’s controls and monitoring of emergency contracts.  Specifically, we noted that 
DHS lacked evidence that sufficiently demonstrated the emergency contract managers’ claimed 
monitoring activities.  Also, DHS did not specifically ensure that its contract managers actually verified 
the receipt of goods or provision of services that they certified.  Further, the emergency contract 
managers did not perform satisfaction assessments of shelter clients as is required by the PPB Rules.  
These matters are discussed in greater detail below. 

Inadequate Evidence of Monitoring Activities 

DHS lacked evidence that sufficiently demonstrated the emergency contract managers’ claimed 
monitoring activities.  The PPB Rules require that “[e]ach agency letting contracts shall monitor the 
performance of every contractor.  Information with respect to contractor performance shall be 
maintained.”6  Monitoring activities are control activities, which as defined by Comptroller’s Directive 1, 
Principles of Internal Control, §4.3, “include a wide range of diverse activities such as approvals, 
authorizations, verifications, record reconciliations, open item agings, transaction analyses, 
performance reviews, security evaluations, and the creation and maintenance of related records that 
provide evidence of the execution of these activities.”  

Based on our interviews of six of DHS’s emergency contract managers tasked with administering six of 
the eight sampled contracts reviewed in this audit, DHS’s emergency contract managers principally 
monitored emergency contracts by conducting site visits and communicating with the vendors to 
ensure that they provided services to evacuees and otherwise functioned in accordance with their 
respective contracts.7  Officials responsible for five of the sampled contracts that called for the 
provision of shelter and food services said that in the immediate aftermath of Hurricane Sandy, they 

                                                      
6
 New York City Charter, Chapter 13, § 333(a).    

7
 Of the eight emergency contracts sampled in this audit, five provided shelter and food services, two covered case management services, 

and one other covered homelessness prevention services.  
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were physically located at the sites providing services to displaced persons because DHS’s 
headquarters in lower Manhattan was inaccessible.  They also said that they collected daily census 
and weekly exit strategy reports from the providers on the status of the evacuees.  

However, only one of the six officials interviewed maintained documentation of her monitoring activities 
for the one contract for which that official was responsible.  This documentation was readily 
accessible.  The other five contract managers who were interviewed either provided no documentation 
(in either hard-copy or electronic form) or provided insufficient documentation to support their 
representations of the monitoring activities they reported they had been engaged in.  The records they 
did maintain were not organized in a systematic manner and, according to DHS officials, required 
“extensive searching through emails, calendars, and files” to retrieve.   

We made our initial request to DHS for evidence of monitoring activity in connection with the remaining 
seven of the eight sampled emergency contracts on October 17, 2013.  It was not until November 19, 
2013, more than one month after our request, that DHS provided some evidence of its emergency 
contract managers’ monitoring activities in the form of documents for only one of those seven sampled 
contracts referred to above.  Subsequently, on December 6, 2013, 50 days after our initial request 
date, DHS provided additional documents reflecting its monitoring activities for another three of the 
sampled emergency contracts. 

The totality of the documents produced and representations made by DHS officials did not provide a 
sufficient basis for the audit team to be reasonably assured that DHS’s emergency contract managers 
actually and consistently engaged in the monitoring activities that they said they had been engaged in.  
Specifically, DHS did not have diaries, logs, observation notes, records of site visits, monitoring tools, 
or other similar documentation that would have provided evidence of the emergency contract 
managers’ site visits and other monitoring activities.  Five of the eight sampled contracts required 
contractors to maintain daily census data of the evacuees.  DHS provided daily census data for only 
one of these five contracts.  In addition, five of the eight contracts required contractors to provide a 
weekly status report to DHS.  For these contracts, DHS submitted weekly status reports for only two of 
the five contractors.  

On May 20, 2014, the eve of the exit conference, DHS officials submitted additional documents via 
email that they asserted were relevant to the audit.  Specifically, they provided copies of agendas that 
were reportedly distributed during meetings between DHS staff and its human services contractors.  
DHS officials maintained that these agendas represented “ongoing meetings geared toward evaluation 
of services, goals and programs, and illustrate ongoing interaction between DHS and its contracted 
service providers.”  However, this information did not identify who was in attendance at the reported 
meetings or detail matters discussed.  Consequently, these documents did not affect the audit findings 
disclosed in this report.  DHS officials also provided copies of completed performance evaluations for 
15 of the 20 emergency human services contracts over $100,000 that the agency filed with the 
Mayor’s Office of Contracts Services.  However these evaluations did not indicate the extent of 
monitoring activities that occurred in support of the ratings given.8   

DHS Response: “While the Agency’s contract monitoring and documentation were not 
standardized across its various program areas, all DHS contract managers did provide 
oversight of contractors and of the services being provided to community residents, evacuees 
or Hotel Program participants.  For example, contract managers conducted site visits to speak 
with relevant contractor staff, hold case management meetings, to discuss client challenges 
and outcomes and evaluate the service delivery.  Additionally, DHS complied with all FEMA 

                                                      
8
 The additional information was provided more than seven months after we initially requested it from DHS.  No explanation was provided by 

DHS as to why this material was not provided in a more timely manner.   
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requirements requiring submission of documentation necessary for reimbursement.  Evidence 
of these meetings and other monitoring activities were provided to the auditors.”  

Auditor Comment: We acknowledge that DHS provided certain evidence of its contract 
managers’ monitoring activities. However, the documentation maintained by the contract 
managers was either insufficient and/or inconsistent to sufficiently demonstrate the emergency 
contract managers’ claimed monitoring activities.  Consequently, DHS’s response does not 
alter our finding.  

The risk of waste, fraud, and abuse in government emergency programs is greatly increased during a 
natural disaster such as Hurricane Sandy.  To mitigate and manage such risk, DHS and other agencies 
need to adequately plan and monitor operations and contractors under their respective jurisdictions.  
Appropriate documentation, properly managed and maintained, would increase accountability as well 
as help to mitigate and manage such risk.  The absence of such evidence could potentially jeopardize 
DHS’s ability to claim reimbursement for the provision of emergency services.   

Recommendation 

3. DHS should establish standardized, minimum requirements for emergency contract 
managers to document and log their monitoring activities.  These records should be 
maintained in an organized manner, possibly even in a central location, to allow for 
easy access. 

DHS Response: “DHS agrees with Recommendation No. 3 and, going forward will 
establish standard minimum requirements for emergency contract managers to 
document and log their monitoring activities.” 

Inadequate Bases for the Certifications of Vendor Invoices  

DHS did not specifically ensure that its contract managers verified the receipt of goods or provision of 
services that they certified.  According to Comptroller’s Directive 1, Agency Evaluation of Internal 
Controls, due to the many steps in the procurement process and the large sums of money that are 
expended, the review, authorization and inspection controls are most important.  Further, verification of 
completed work and actual eligible costs must be supported by proper documentation that fully and 
accurately supports costs and expenditures, especially when an agency is seeking reimbursement 
from FEMA. 

Consistent with Directive 1 and FEMA procedures, DHS included provisions in each of the emergency 
contracts requiring the vendors to maintain detailed and accurate documentation to support all 
invoiced charges for services rendered and/or goods provided in accordance with FEMA requirements.  
In addition, DHS required its emergency contract managers to certify that vendors’ invoices accurately 
reflected the receipt of goods and/or provision of services performed by vendors prior to those invoices 
being submitted for payment.  Specifically, the contract managers were required to certify that: 

1. the articles or services specified on each invoice have been received or performed; 

2. the quality and quantity of such goods or services have been verified; and  

3. the invoices have not been previously reimbursed. 

We found, however, that steps performed by the emergency contract managers to fulfill the 
requirements of items #1 and #2 were limited.  Two of the six emergency contract managers 
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interviewed said that they had not been responsible for certifying vendor invoices, but rather that was 
the responsibility of a different employee.  The four other emergency contract managers 
acknowledged being responsible for providing the required certifications of vendor invoices.  Three of 
them reported that prior to certifying the invoices, they compared the invoices to either the contract 
award amount or the accompanying detailed expense report to ensure that the charged expenses 
were within the contracts’ scope of work.  They said that they also determined whether the invoices 
contained the vendors’ signed certification, the contract number, and language stating that the 
expenses were Hurricane Sandy-related. 

These procedures would have potentially allowed the contract manager to determine whether invoices 
submitted by vendors were reasonable and within the scope of a given contract.  However, they would 
not have enabled the reviewer to ascertain whether the invoiced goods and services, no matter how 
reasonable they appeared, were actually received or provided.  In order to do so, at a minimum, the 
contract managers would have needed to review the original detailed documentation supporting the 
invoiced charges for goods and/or services that the contracts required the vendors to maintain.  Such 
documentation would have included receiving documents or similar reports that reflected the quantity 
and types of goods received or services provided, along with the dates the goods were received or 
provided, and any shortages, overages, or deficiencies. 

Absent such procedures being employed by the emergency contract managers prior to their signing off 
on the invoices, DHS could not be assured that payments verified by the contract managers were in 
fact appropriate.  By making its contract managers represent that they had verified the accuracy of 
goods received and/or services provided without ensuring that such verifications had been actually 
performed, DHS created a false sense of assurance for other reviewers of these invoices that 
payments had been verified as appropriate, when based on our interviews they most likely had not 
been.  Further, contract managers were placed in a precarious situation when they were required to 
make representations about goods and services delivered that they did not actually verify had been 
provided. 

The fourth contract manager interviewed (who was also the employee referred to above who certified 
invoices for two of the other contract managers) claimed to have engaged in the same procedures as 
the other contract managers who certified invoices and to have also reviewed original supporting 
documentation in the form of vendor invoices for other than personal services prior to certifying the 
invoices for payment.  However, our review found that the examination this manager performed was 
inadequate and resulted in DHS erroneously paying for services that were either outside the contract 
period, ineligible, or unsupported.  For example, on one invoice, the vendor, Women in Need, claimed 
$28,000 for maintenance and cleaning for the month of January 2013 when the contract period had 
ended December 23, 2012.  DHS paid this invoice.  On the second invoice, we noted that the vendor, 
Help U.S.A., charged $2,878 in personal service costs for at least 11 of the provider’s staff for days 
outside the contract period.  Again, DHS paid this invoice.  

During the audit, DHS’s Director of Internal Audit said that commencing in October 2013, his unit 
would be conducting audits of the emergency vendors.  These audits would include reviews of 
supporting documentation of expenses and costs claimed by the vendors.  The procedures DHS 
planned to perform as part of its audits seemed reasonable and, if conducted as described, would 
likely provide adequate assurance that payments to emergency contractors are supported. 

As a follow-up, on March 3, 2014, we asked DHS to provide us with the status of these audits 
including the number completed to date and findings, if applicable.  In his response, the Director of 
Internal Audit indicated that of the 20 emergency human services contracts that DHS entered into in 
response to Hurricane Sandy, three had been audited as of March 5, 2014.  DHS disallowed $177,080 
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for two of these three vendors.  Specifically, we were informed that in the case of one vender, Bowery 
Resident Committee, DHS disallowed $176,680 in erroneous employee expenses claimed by the 
vendor for vacations, sick time, jury duty, personal days off, and holidays.  In the case of another 
vendor, Ridgewood Bushwick Senior Citizen Center, we were informed that DHS disallowed $400 for 
erroneous claims for holiday pay.  DHS reported no findings or disallowed payments for a third 
contractor, Palladia.  The Director of Internal Audit said that he anticipated the audits for the remaining 
17 human service contracts would be completed by June 30, 2014.  On May 20, 2014, DHS submitted 
additional documentation, including copies of final internal audit reports for the 12 audits that the 
agency completed of emergency human service contracts through May 20, 2014.  At the exit 
conference, DHS officials reported that the remaining audits should be completed in either June or 
July 2014. 

DHS Response: Regarding the verification that goods and services are received, DHS stated 

that “contract managers neither intend to, nor do they verify receipt of goods in connection with 
the delivery of services.  Verification of the individual goods purchased is done through provider 
certifications.”  DHS also included the language contained in the contract manager’s 
certification, which states: “I hereby certify the articles or services specified there in have been 
received or performed and that the quality and quantity thereof have been verified.  I further 
certify to the best of my knowledge and records, these invoices have not been previously 
reimbursed.” 

Auditor Comment: We disagree with DHS’s contention that the verification that goods were 
received can be based on provider certifications.  These certifications are merely 
representations made by the providers themselves; they are not an independent verification 
that goods were provided.  Further, contrary to DHS’s assertion, the certification language for 
contract managers does not pertain only to services; rather, it relates to articles (i.e., goods) as 
well.  If, as this audit disclosed, the contract managers do not consistently review supporting 
documentation and/or other relevant records when they approve invoices for payment, then 
little reliance can be placed upon the contract manager’s certifications.  

Recommendations 

4. DHS should ensure that those persons assigned the responsibility of certifying vendor 
invoices have taken the necessary steps to verify that goods and services have been 
provided as stated on the invoices. 

DHS Response: Although DHS argued certain points of the related finding, it did not 
directly respond to recommendation # 4. 

5. If it is not feasible for contract managers to perform this verification on a monthly basis 
before authorizing payments to vendors, DHS should: (1) modify the certification 
statement signed by contract managers to reflect this circumstance, and (2) develop an 
alternate procedure whereby such a verification is conducted periodically (e.g., 
quarterly). 

DHS Response: “The Agency agrees with Recommendation No. 5, and will review its 

certifications to ensure they reflect that contract managers are verifying the delivery of 
services only and that the expenditures were reasonable and within the scope of 
services under the contract.” 
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Client Satisfaction Not Assessed 

The emergency contract managers did not perform satisfaction assessments of shelter clients as is 
required by the PPB Rules.  In addition to performing unannounced site visits, Chapter 4, §4-01(e) of 
the PPB Rules requires that agencies conduct periodic interviews or surveys of clients or their families 
to assess their satisfaction with services provided by the emergency vendors.  Such assessments 
should be part of an agency’s contract administration and monitoring responsibilities, whether ordinary 
or emergency.  However, we found that none of the emergency contract managers performed client 
assessments, even though they were directly responsible for overseeing six of the eight sampled 
emergency contracts. 
 
DHS officials said that the vendors were directly responsible for communicating with clients on a 
regular basis and assessing their satisfaction.  We agreed that contracted human services providers, 
whether ordinary or emergency in nature, should and must communicate with their clients on an 
ongoing basis to evaluate their needs and provide support and services as required.  However, such 
communication does not provide objective feedback and assure that a contract provider’s performance 
is adequate.  Rather, DHS personnel and project administrators must perform periodic assessments of 
client satisfaction in order to assist with their confirmation of the delivery and adequacy of services.  
Such feedback would also help to identify weaknesses and provide insight for contractors to better 
provide services to meet the needs of clients.  

Recommendation 

6. DHS should ensure that it requires contract managers to periodically interview or 
survey clients or their families to assess their satisfaction with services provided by the 
vendors of emergency contracts.  

DHS Response: “DHS agrees with Recommendation No. 6 and, going forward, will 
ensure that contract managers periodically interview or survey clients to assess their 
satisfaction with the services provided by vendors of emergency contracts.” 
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DETAILED 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. 

The audit scope covered October 29, 2012 through November 30, 2013. This audit was undertaken to 
evaluate DHS’s monitoring of emergency human services contracts, including the provision of 
services. This audit did not review DHS’s procurement of the emergency contracts or the specific 
performance of the vendors. 

To accomplish our objective, we carried out various audit procedures detailed below. 

To gain an understanding of DHS’s responsibilities and obligations regarding the oversight and 
monitoring of emergency contracts, we reviewed the materials listed below, which formed the basis of 
our audit criteria, including: 

 New York City Charter, Chapter 13, §315, “Emergency procurement” and §333, “Evaluation 
and monitoring of contractor performance”  

 Rules of the New York City Procurement Policy Board  

 New York City Comptroller’s Directive on Accountability and Internal Controls:  

o Directive 1, “Principles of Internal Controls”  

o Directive 1, Agency Evaluation of Internal Controls, 2013 Checklist 

 Code of Federal Regulations, Title 44 Emergency Management and Assistance § 13.40 
Monitoring and reporting program performance 

Further, to understand and evaluate DHS’s policies, practices, and controls regarding the oversight 
and monitoring of emergency contracts, we requested DHS’s operating practices, procedures, 
guidelines, and monitoring tools.  We also interviewed key DHS officials and conducted walk-throughs9 
of DHS’s functions, reviewed relevant documentation and reports, and performed tests of controls. We 
documented and confirmed our understanding of those controls with DHS officials. 

In the absence of formal procedures, we reviewed ancillary materials provided by DHS officials, which 
they represented as comprising the agency’s emergency contract monitoring procedures, including:  

 DHS’s “Human Service Providers Fiscal Manual” dated July 2011 

 New York State Office of Emergency Management (FEMA 4085 DR NY) Handbook of Policies 
and Guidelines for Applicants 

 DHS Guidelines on “Documentation Needed for FEMA Reimbursement” 

 DHS “Continuity of Operations Plan” and 

 DHS “Payment Cover Sheet (Finance & Budget checklist) for Human Service Payments”  

                                                      
9
 A walk-through in audit is more than just a physical tour of a facility. Rather, for the purpose of audit, a walk-through is a step-by-step test of 

all aspects of an environment, plan, or process to gain an understanding and to verify whether it is working for its intended purpose. 
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DHS entered into 20 emergency contracts for the provision of emergency human services in the 
aftermath of Hurricane Sandy.  Eight senior DHS officials were tasked with administering and 
overseeing these 20 emergency contracts.  We judgmentally selected eight of the 20 emergency 
contracts for audit testing (representing $13.4 million out of the total $19.9 million).  These contracts 
represented the single contract with the highest dollar amount for each of the eight emergency 
contract managers. 

We interviewed the emergency contract managers for six of the eight sampled emergency contracts 
and sent written questions to the other two managers.  However, we did not receive responses to the 
written questions.  We also met with a consultant hired by DHS in March 2013 to coordinate services 
provided by DHS-contracted case management vendors for the remaining Hurricane Sandy shelters.  
For each contract manager and the consultant, we assessed the responses we received to our 
inquiries.  We also obtained an overview of their roles and responsibilities, conducted walk-throughs, 
and reviewed documentation relevant to the activities employed by each to monitor their respective 
emergency contracts.  In addition, we reviewed the eight sampled emergency contracts to ascertain 
DHS’s and the vendors’ responsibilities pursuant to those contracts.  

We requested and reviewed correspondence, emails, reports, and other supporting documentation to 
assess DHS’s emergency contract managers’ monitoring activities and to determine whether they 
visited the sites, communicated with Sandy evacuees, and periodically met with and received updates 
from the contractors. 

To determine whether DHS followed its payment procedures for emergency contract invoices, we 
judgmentally selected the highest invoice amount for each of the eight sampled contracts 
(representing $2,586,523 out of the $13.4 million) and obtained copies of each voucher package.  We 
evaluated whether all necessary signatures and required documentation were included in these 
voucher packages.  We also compared the vendor invoice amounts to the amount paid by DHS. 

Further, on February 6, 2014, we accessed the New York City VENDEX database to determine 
whether DHS had rated each of the eight sampled contractors’ performance and, if so, what the 
ratings were. 

The results of audit tests, while not projected to the population of emergency contracts for the audit 
scope period, provided sufficient, competent evidence to support our findings and conclusions.   
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APPENDIX 

20 Emergency Human Service Contracts Awarded by DHS in Response to Hurricane Sandy 

Contractor Name 
FMS Contract 

Number 
Contract Amount 

Contract Amount of 
(8) Sampled 

Contracts 

Samaritan Village 20131416578 $4,190,995  

Project Hospitality 20131416698 $927,372 
 

*Project Hospitality *20131416701 $4,332,455 $4,332,455 

*Women In Need *20131419637 $310,000 $310,000 

Samaritan Village 20131420464 $45,000  

*Bowery Resident Committee *20131420537 $1,700,000 $1,700,000 

Ridgewood Bushwick Senior 
Citizens Center 

20131414649 $190,874 
 

Palladia 20131414821 $193,226  

Bronx Works 20131415542 $187,995  

*Camba, Inc. *20131415587 $284,972 $284,972 

Catholic Charities Community 
Services, Archdiocese of New 
York 

20131416471 $187,995 
 

Catholic Charities Neighborhood 
Services 

20131416546 $191,425 
 

HELP Social Service Corp. (HELP 
USA) 

20131416951 $190,975 
 

*SCO *20131415181 $4,190,995 $4,190,995 

*HELP Social Service Corp. *20131422999 $30,846 $30,846 

*Acacia Network Housing, Inc. *20131418118 $1,458,292 $1,458,292 

*Acacia Network Housing, Inc. *20131427696 $1,140,071 $1,140,071 

Acacia Network Housing, Inc. 20131418116 $63,835  

Narco Freedom 20131420750 $32,491  

Acacia Network Housing, Inc. 20131417176 $55,782  

20 Contracts Total $19,905,596 $13,447,631 

*One of eight contracts selected for review in this audit. 

 
 


















