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INTRODUCTION
On December 17, 2024, the Committee on Oversight and Investigations, chaired by Council Member Gale A. Brewer; the Committee on General Welfare, chaired by Deputy Speaker Diana I. Ayala; the Committee on Finance, chaired by Council Member Justin L. Brannan; and the Committee on Contracts, chaired by Council Member Julie Won, will conduct an oversight hearing examining the mayoral administration’s oversight of city-funded homeless shelter providers. The Committee on General Welfare will also consider the following piece of legislation: Introduction 979, sponsored by Council Member Won, in relation to reporting on shelter food consumption, and providing for the repeal thereof. Those invited to testify include representatives from the New York City (NYC) Department of Social Services (DSS), the Mayor’s Office of Contract Services (MOCS), and other interested stakeholders and members of the public.
BACKGROUND
I. The Roles of the New York City Department of Social Services (DSS) and the Department of Homeless Services (DHS) in Providing City Shelter

DSS is the primary City agency mandated with carrying out the duties assigned to the City under the State Social Services Law.[footnoteRef:2] DSS comprises the administrative units of two main entities that provide direct social services to New York City residents – NYC Human Resources Administration (HRA) and the Department of Homeless Services (DHS).[footnoteRef:3] In carrying out its specific Charter-mandated duties,[footnoteRef:4] DHS contracts with nonprofit providers to address homelessness, provide temporary shelter, and connect individuals experiencing homelessness to housing.[footnoteRef:5] As of 2024, the City operates the largest homeless shelter system of any city in the United States, and, on an average night in 2024, DHS funded over 500 shelters that served over 87,000 individuals.[footnoteRef:6] DHS’s annual budget is over $2 billion per fiscal year, with an increase in fiscal year 2024 to over $4 billion due to the growth of the shelter population since 2022.[footnoteRef:7]  [2:  Charter § 603.]  [3:  Inside DHS: Department of Social Services, The Department of Homeless Services, available at https://www.nyc.gov/site/dhs/about/dss.page. ]  [4:  Charter § 612.]  [5:  Inside DHS: Mission Statement, The Department of Homeless Services (DHS), available at https://www.nyc.gov/site/dhs/about/inside-dhs.page (“DHS Mission Statement”).]  [6:  DOI’s Examination of Compliance Risks at City-Funded Homeless Shelter Providers and the City’s Oversight of Shelter Providers, New York City Department of Investigation (DOI) (October 2024), page 5, available at https://www.nyc.gov/assets/doi/press-releases/2024/October/39DHSRptRelease10.17.2024.pdf. (“2024 DOI Report”). ]  [7:  Id. ] 

Although DHS directly operates some shelter facilities, nonprofit organizations operate the majority of shelters under contract with DHS. DHS contracts with over 90 different nonprofit organizations, which vary in size, experience, and the populations served, to conduct the day-to-day operations of the shelter system. Shelters themselves also vary, with some designed specifically to serve as shelters and others located in buildings originally designed for other purposes, including hotels. Nonprofit organizations that are contracted with DHS are not considered government entities and operate as private entities who contract their own staff and engage third parties to address components of shelter operations, including security and food services. Although separate entities, some of these nonprofit organizations are entirely funded by the City through DHS-administered contracts. As of spring 2023, 22 of these nonprofit organizations reported receiving 70% or more of their funding from the City, and 10 reported receiving 93% of their funding from the City.[footnoteRef:8] [8:  Id., page 6. ] 

II. Provision, Procurement and Oversight of Shelter and Shelter Providers
Shelters may be operated directly by DHS, operated by non-contracted providers on a per diem basis, or formally contracted to one of a number of nonprofit providers.[footnoteRef:9] DHS is responsible for procuring shelter services from vendors.[footnoteRef:10] To meet obligations under the Right to Shelter consent decree, DHS maintains open-ended Requests for Proposal (RFP) on a competitive sealed basis for nonprofit providers that can add to shelter capacity.[footnoteRef:11] DHS has issued an RFP for a Negotiated Acquisition Contract with a single vendor for securing large-scale commercial hotel services for additional shelter needs.[footnoteRef:12]  [9:  Review of the New York City Department of Homeless Services’ Programs and Services, Office of the New York City Comptroller (Aug. 21, 2023), available at https://comptroller.nyc.gov/reports/review-of-the-new-york-city-department-of-homeless- services-programs-and-services/.]  [10:  Charter § 612; DHS Mission Statement.]  [11:  PASSPort, City of New York (NYC), available at https://passport.cityofnewyork.us/popup.aspx/en/bpm/process_manage_extranet/27085 (last visited Dec. 12, 2024) (“PASSPort”).]  [12:  PASSPort, NYC, available at https://passport.cityofnewyork.us/popup.aspx/en/bpm/process_manage_extranet/26317 (last visited Dec. 12, 2024).] 

Oversight over the shelter system includes monitoring more than 600 shelter-related contracts valued at over $21 billion over their terms.[footnoteRef:13] These contracts represent the largest in the City system and have been noted to represent three of the City’s top ten largest contracts system-wide and nine of the top ten largest City human services contracts.[footnoteRef:14] In its oversight role over these contracts, DHS is tasked with monitoring compliance and ensuring that City funds are spent appropriately.[footnoteRef:15] Between them, DSS and DHS are responsible for the full contracting process as it pertains to shelter providers, including soliciting proposals and negotiating the terms of the contracts.[footnoteRef:16] DSS is responsible for some aspects of the process including managing the procurement process and approving shelter provider subcontractors, while DHS is the sole entity responsible for reviewing provider expenses.[footnoteRef:17] [13:  2024 DOI Report, page 7. ]  [14:  Id. ]  [15:  Id.; see Charter § 333(a).  ]  [16:  2024 DOI Report, page. 7. ]  [17:  Id. ] 

Contracts between DHS and shelter providers typically use a cost-reimbursement system.  This system requires the contracted nonprofit organization to initially shoulder the costs associated with the operation of a shelter and to later submits these costs to DHS for reimbursement after expenditure, consistent with the terms of the existing contract. Shelter contracts include a spending limit, which reflects the maximum value of the contract, and detail how the provider should operate the shelter. Providers also agree in the contracts to comply with fiscal management and governance requirements as set by the City, including requirements related to cost allocation and reimbursement, records retention, and prohibitions on conflicts of interest and nepotism. To receive contract payments, providers must submit an annual budget projecting annual contract spending and submit regular invoices that reflect compliance with the terms of the contract. DHS reviews such budgets and expenditures using two spending manuals: the City’s Health and Human Services Cost Policies and Procedures Manual and the DHS Human Service Providers Fiscal Manual.[footnoteRef:18]  [18:  Id., pages 7-8.] 

Shelter providers are governed not only by the rules as set by the City and the agreed-upon contract, but additional laws and regulations, including the New York State Not-for-Profit Corporation Law, federal and state tax law, Internal Revenue Service regulations, and other rules pertaining to shelter providers as promulgated by the New York State Office of Temporary and Disability Assistance.[footnoteRef:19] [19:  Id., page 8. ] 

III. The Role of the Mayor’s Office for Contract Services (MOCS) in Overseeing City-Funded Homeless Shelter Providers
MOCS is responsible for overseeing City agencies’ contracting with outside vendors. Although MOCS does not select vendors who submit bids to the City, it manages electronic contracting tracking systems, such as PASSPort, and provides oversight for agency processes. In a December 2022 letter to the Department of Investigation (DOI), MOCS stated that it was pursuing five areas of oversight reform: “(1) executive compensation; (2) self-dealing controls; (3) contract invoicing; (4) creation of a Vendor Integrity Unit at MOCS; and (5) audit reform.”[footnoteRef:20] MOCS established a “Vendor Integrity Unit,” which DOI recommends conduct checks on “systemically important” shelter providers who account for large percentages of shelter capacity.[footnoteRef:21] The Unit’s activities focus on data science applications to target high-risk factors, and in-depth vetting when risk factors are reported.[footnoteRef:22] [20:  2024 DOI Report, page 36.]  [21:  Id.]  [22:  Job listing for Associate Director of Vendor Integrity Unit, Mayor’s Office for Contract Services (MOCS) (October 2023), available at https://cityjobs.nyc.gov/job/associate-director-vendor-integrity-unit-in-manhattan-jid-13808.] 

In June 2023, MOCS, along with the Mayor’s Office of Risk Management and Compliance (MORMC) and representatives of agencies with human service contracts, convened a “Vendor Compliance Cabinet” to accelerate the often time-consuming vendor responsibility determination process. The group meets monthly with the objectives to share information and align policy in the interest of making contract oversight more efficient.[footnoteRef:23] [23:  New Vendor Compliance Cabinet Formed to Help City Agencies ‘Get Stuff Done,’ MOCS (June 2023), available at https://www.nyc.gov/site/mocs/about/press-release/news-vendor-compliance-cabinet.page.] 

IV. Shelter Procurement and the Quasi-shelter System for Immigrant Newcomers
In early June 2022, reports circulated that the governors of Arizona and Texas were busing migrants and asylum seekers who had arrived from the southern border to Washington D.C. and New York City.[footnoteRef:24] Shortly thereafter, on July 19, 2022, Mayor Eric Adams expressed concerns about the increase in the number of asylum seekers in the city.[footnoteRef:25] In his statement, Mayor Adams addressed the City’s obligation to provide shelter to these individuals and called for federal resources to support these efforts.[footnoteRef:26] Specifically, the Mayor acknowledged that, “By law, asylum seekers have a right to be in the United States while they seek humanitarian protection. In New York City, we are responsible for the provision of services and infrastructure for newly arrived asylum seekers and currently residing populations alike.”[footnoteRef:27] He claimed that, at the time, 2,800 individuals had entered the City shelter system and required services.[footnoteRef:28]  [24:  Patteson, Callie, Arizona, Texas sent 79 Buses of Migrants to DC Since mid-April, NY POST (June 15, 2022) available at https://nypost.com/2022/06/15/arizona-texas-sent-79-buses-of-migrants-to-dc-since-april/.]  [25:  Mayor Adams Calls for Federal Resources to Assist with Arriving Asylum Seekers, Office of the Mayor (July 19, 2022), available at https://www1.nyc.gov/office-of-the-mayor/news/520-22/mayor-adams-calls-federal-resources-assist-arriving-asylum-seekers.]  [26:  Id.]  [27:  Id.]  [28:  Id. ] 

In August of 2022, ahead of a Council hearing on the issue, Mayor Adams announced a declaration of emergency for asylee services and shelter.[footnoteRef:29] At the hearing, the Commissioner of Social Services asserted that the Mayor’s emergency declaration allows the City to more efficiently procure, and for providers to deliver, services before contracts are signed.[footnoteRef:30] Following the August hearing and the Commissioners’ testimony about their agencies’ efforts to aid the incoming asylum seekers, Mayor Adams, alongside the Commissioners of NYC Emergency Management and the Mayor’s Office of Immigrant Affairs (MOIA), announced the opening of an Asylum Seeker Resource Navigation Center.[footnoteRef:31] According to the Mayor, the Navigation Center “will streamline city and non-profit services into a central place for families to access everything from health care to education to jobs to immigration legal services so that they can build a life in New York City.”[footnoteRef:32] The announcement about the Center detailed the resources that would be available to asylum seekers by appointment and emphasized the partnership with community organizations to work with more asylum seekers.[footnoteRef:33] Approximately one week after the announcement of the Asylum Seeker Resource Navigation Center, Mayor Adams announced that the City would open Humanitarian Emergency Response and Relief Centers (HERRCs), which are run by the NYC Health and Hospitals Corporation.[footnoteRef:34] As of October 2024, more than 214,600 asylum seekers had been processed by the City’s systems since spring 2022, and 59,848 remain in City shelters, down from a peak of 67,922 in January of 2024.[footnoteRef:35] [29:  Mayor Adams Announces Emergency Procurement Declaration to Rapidly Procure Shelter, Services for Asylum Seekers, Office of the Mayor (Aug. 1, 2022), available at https://www.nyc.gov/office-of-the-mayor/news/558-22/mayor-adams-emergency-procurement-declaration-rapidly-procure-shelter-services-for. ]  [30:  Id.]  [31:  Mayor Adams, NYCEM, MOIA Open Resource Navigation Center to Support Newly Arrived Individuals and Families Seeking Asylum, Office of the Mayor  (Sept. 15, 2022), available at https://www1.nyc.gov/office-of-the-mayor/news/667-22/mayor-adams-nycem-moia-open-resource-navigation-center-support-newly-arrived-individuals-and#/0. ]  [32:  Id.]  [33:  Id.]  [34:  Song Beer, Isabel and Dean Moses, NYC To Provide Humanitarian Emergency Response For Asylum Seekers. AMNY (Sept. 22, 2022), available at https://www.amny.com/services/adams-humanitarian-response-asylum-seekers/.]  [35:  Asylum Seeker Census, Office of the Comptroller, available at https://comptroller.nyc.gov/services/for-the-public/accounting-for-asylum-seeker-services/asylum-seeker-census/ (last visited Dec. 12, 2024).] 

In late November 2024, the Adams administration announced plans to wind down the emergency shelter system outside DHS’s control, which had been created to accommodate the surge of asylum seekers, and to return responsibility for all shelters to DHS.[footnoteRef:36] The wind-down is scheduled to be completed by the end of Fiscal Year 2026 (i.e. June 30, 2026). In the initial announcement of the wind-down, the Adams administration did not specify plans to treat asylum seekers in the future should they arrive after the closure of the HERRCs and other emergency shelters.[footnoteRef:37] Many immigrant advocates applauded the move in anticipation of the incoming Trump administration, which could make dedicated shelters for asylum seekers targets for immigration enforcement actions that could result in deportations.[footnoteRef:38] [36:  Gwynne Hogan, City Hall Moves to Wind Down Separate Shelter System for Migrants, The City (November 22, 2024), available at https://www.thecity.nyc/2024/11/22/migrant-shelters-homeless-services-city-hall/.]  [37:  Id.]  [38:  Id.] 

THE DEPARTMENT OF INVESTIGATION’S (DOI) EXAMINATION OF COMPLIANCE RISKS AT CITY-FUNDED HOMELESS SHELTER PROVIDERS

I. The October 2024 Report
 
In 2021, DOI began examinations for a report published in October 2024 titled “Corruption Vulnerabilities in the City’s Oversight and Administration of Not-for-Profit Human Services Contracts,” which built on the findings of a November 2021 DOI report titled “Corruption Vulnerabilities in the City’s Oversight and Administration of Not-for-Profit Human Services Contracts.”[footnoteRef:39] The 2021 report identified gaps in City oversight of nonprofit human services providers across budgeting, invoicing, and auditing processes and made 23 policy and procedure recommendations (PPRs), which remain relevant to the October 2024 report, including that the City: [39:  Corruption Vulnerabilities in the City’s Oversight and Administration of Not-for-Profit Human Services Contracts, DOI (November 10, 2021), available at https://www.nyc.gov/assets/doi/press-releases/2021/November/23NFPRelease.Rpt.11.10.2021.pdf (November 2021 Report).] 

· Reform its conflict-of-interest disclosure system for the City’s human service providers.
· Develop more specific guidance to agencies on executive compensation and consider setting a cap or other parameters on City-funded executive compensation. 
· Conduct more robust reviews of expenses that human service providers invoice to the City, including by reviewing larger samples of supporting documentation.[footnoteRef:40] [40:  Id.] 


The October 2024 report covers provider practices from 2018 to October 2024, and most information gathering, via review of provider questionnaires and examination by external consultants, occurred from 2022 to 2024.[footnoteRef:41] [41:  2024 DOI Report. ] 



II. DOI Findings: DSS, DHS, and the City

a. Required Compliance-Related Disclosures Remain Insufficient  
In contracting for shelter services, the City collected compliance-related information via the PASSport system; however, DOI found that existing PASSport questionnaires lack questions about most types of conflicts of interest or are too limited.[footnoteRef:42] DOI posited that many compliance concerns could be proactively identified with better controls in the PASSport system.[footnoteRef:43] DOI also suggested the addition of questionnaire categories related to the most common compliance issues: Beneficial Ownership of Vendors and Landlords, and Conflicted Employees Other than Directors and “Principal” Owners and Officers.[footnoteRef:44] [42:  Id. at 36-39.]  [43:  Id.]  [44:  Id.] 

b. Weaknesses Remain in the Invoicing, Cost Review, and Payment Process 
Under City contracting rules set by the Standard Contract, City Cost Manual, and DHS Fiscal Manual, only “reasonable” and “allowable” costs may be reimbursed.[footnoteRef:45] DOI found multiple weaknesses related to compliance with these rules, including the approval of incomplete invoices (including over $117 million in line items that did not specify a vendor) and millions of dollars in unallowable costs.[footnoteRef:46] The design of the HHS Accelerator system, previously used by providers to upload invoices, meant that providers were able to describe expenses as “TBD” and were sometimes unable to provide sufficient explanations of other expenses or categories.[footnoteRef:47] Providers also reported to DOI that DHS frequently provided late payments, affecting their ability to pay other obligations or provide services.[footnoteRef:48] [45:  Standard Contract § 4.05(B).]  [46:  2024 DOI Report, pages 39-45.]  [47:  Id. at 39-43.]  [48:  Id. at 43-45. ] 



c. Heavy Reliance on Larger Shelter Providers May Pose Systemic Risks 
DOI observed that seventeen nonprofit contractors comprise 65% of the City’s total non-migrant shelter capacity (over 34,000 beds/units).[footnoteRef:49] Should any of these large providers have their contracts terminated or be otherwise unable to perform, DOI noted that the City could lose a significant amount of shelter capacity.[footnoteRef:50] [49:  Id. at 45-46.]  [50:  Id.] 

d. Challenges of Management and Oversight of the Shelter System 
DOI found that compliance and oversight functions at DSS are not centralized to a unit or officer.[footnoteRef:51] The main compliance functions are split between two offices: The Office of the Agency Chief Contracting Officer, which addresses non-programmatic compliance matters, and the DSS Office of Accountability, which manages internal and external audits and programmatic corrective action plans.[footnoteRef:52] DSS, DHS, and the Mayor’s Office of Management and Budget (OMB) all handle day-to-day programmatic and fiscal issues.[footnoteRef:53] Employees in DHS’s program division are responsible for reviewing provider invoices for allowability and appropriateness but receive limited training on how to complete this task.[footnoteRef:54] DOI noted that employees might also have limited capacity to manage invoice reviews alongside their other responsibilities.[footnoteRef:55] [51:  Id. at 46-49.]  [52:  Id. at 47.]  [53:  Id.]  [54:  Id.]  [55:  Id.] 

III. Recommendations and Responses
 
In the October 2024 Report, DOI reiterated the 23 policy and procedure recommendations (PPRs) from its November 2021 report[footnoteRef:56] to reform its conflict-of-interest disclosure system for the City’s human service providers. These included: [56:  November 2021 Report.] 

· Developing more specific guidance to agencies on executive compensation and considering setting a cap or other parameters on City-funded executive compensation.[footnoteRef:57]  [57:  Id.] 

· Conducting more robust reviews of expenses that human service providers invoice to the City, including by reviewing larger samples of supporting documentation.[footnoteRef:58] [58:  Id.] 


DOI also provided new recommendations across seven categories, which are reproduced in full below.[footnoteRef:59]  [59:  2024 DOI Report, pages 50-58. ] 

On October 2, 2024, DSS/DHS, MORMC, and MOCS provided DOI with a combined response to the 32 PPRs in the October 2024 Report.[footnoteRef:60] DOI published the agencies’ combined responses as an appendix to its report.[footnoteRef:61] The responses are contained on pages 75 to 94 of DOI’s report and are summarized below in tandem with DOI’s PPRs. [60:  Id., page 75. ]  [61:  Id.] 

Centralization of Compliance Oversight
1. DSS should develop a written plan for addressing all 210 findings and 255 recommendations that DOI has issued to DSS about specific providers during the course of this Review, as well as the PPRs issued in this Report.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR. DSS will “develop a written plan to address all findings and recommendations within 90 days of the report.”[footnoteRef:62] DOI recorded PPR #1 as “Accepted.”[footnoteRef:63] [62:  Id. ]  [63:  Id.] 


2. The City should centralize oversight of compliance, fiscal, and governance matters involving nonprofit human service providers, including DHS shelter providers, within a single City-wide compliance entity such as the Vendor Integrity Unit that is being established at MOCS.
DSS/DHS, MORMC, and MOCS responded that the “VIU is not currently resourced to be able to enforce Citywide policies, but MOCS welcomes DOI’s support for VIU and the proposed growth in functions.”[footnoteRef:64] DOI recorded PPR #2 as “Accepted.”[footnoteRef:65] [64:  Id. at 76. ]  [65:  Id.] 


3. DSS should appoint a Chief Vendor Compliance Officer to provide overall leadership for DSS and DHS’s compliance strategy with respect to nonprofit human service contracts, including those with shelter providers.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration stated that, “DSS will be consolidating certain vendor oversight and compliance functions under a single, unified area within the DSS Accountability Office. The new office will include additional contract monitoring and invoice review functions.”[footnoteRef:66] DOI recorded PPR #3 as “Partially Accepted.”[footnoteRef:67] [66:  Id. at 77.]  [67:  Id.] 

Disclosure & Reporting
4. The City should adopt a new disclosure process for nonprofit human service providers as outlined in the 2021 Report.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR. The administration stated that, “MOCS plans to implement these disclosures through an updated Prequalification Application in 2025.”[footnoteRef:68] DOI recorded PPR #4 as “Accepted.”[footnoteRef:69] [68:  Id. at 78.]  [69:  Id.] 


5. DSS should amend its “65A” subcontractor approval form to include questions relating to potential conflicts of interest in the procurement of subcontractor services.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration explained that, “Adding conflicts-related questions would be duplicative with the proposed questions with regard to related party transactions and conflicts within the Human Services prequalification questionnaire.”[footnoteRef:70] DOI recorded PPR #5 as “Partially Accepted.”[footnoteRef:71] [70:  Id.]  [71:  Id.] 


6. The City should require contractors to report all potentially adverse audit findings.
DSS/DHS, MORMC, and MOCS shared that the draft Standard Audited Financial Report (SAFR) manual includes a disclosure of audit findings.[footnoteRef:72] DOI recorded PPR #6 as “Accepted.”[footnoteRef:73] [72:  Id. at 79.]  [73:  Id.] 


7. The City should require executives and key persons to report information relevant to potential conflicts of interest that may impact City contracts or the administration of City-funded programs. 
DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration explained, “MOCS is planning to update the Prequalification Application to include additional questions about conflicts of interest, and if conflicts are disclosed or otherwise identified, the City will collect the annual disclosure statements required by the NYS Not-for-Profit Corporation Law. However, as MOCS previously responded, PASSPort does not have a requirement that principal questionnaires must be signed and certified by the individual principal.”[footnoteRef:74] DOI recorded PPR #7 as “Partially Accepted.”[footnoteRef:75] [74:  Id. at 79-80.]  [75:  Id. at 80. ] 


8. DSS and DHS should require shelter contractors to provide the City with copies of the board member conflict of interest disclosure forms they are required to collect pursuant to Section 6.05 of the Standard Contract.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration explained that “DSS has been working with MOCS and MORMC on implementation” and that the “VIU is not currently resourced to be able to review every form submitted.”[footnoteRef:76] DOI recorded PPR #8 as “Partially Accepted.”[footnoteRef:77] [76:  Id. ]  [77:  Id. ] 


9. The City should require nonprofits’ chief executives or equivalents to certify as part of the new disclosure process that the provider is in compliance with all obligations under the Standard Contract, City Cost Manual, and DHS Fiscal Manual.
a. DSS/DHS, MORMC, and MOCS responded that the administration had already implemented the PPR and explained that “When authorized officers sign a City contract, they make this certification to the City. An additional certification would be redundant.”[footnoteRef:78] DOI recorded PPR #9 as “Rejected.”[footnoteRef:79]  [78:  Id. ]  [79:  Id. ] 


10. The City should consolidate disclosures already required by the Standard Contract, City Cost Manual, DHS Fiscal Manual, PASSPort, and HHS Accelerator into one new disclosure process.
a. The administration explained, “MOCS accepts that the most efficient way to collect required disclosures is through PASSPort and is committed to accepting disclosures through this central platform,” and that, “to change the PASSPort Vendor and Principal Questionnaires for all vendors, MOCS would need to engage multiple stakeholders to amend the NYC Administrative Code.”[footnoteRef:80] DOI recorded PPR #10 as “Rejected.”[footnoteRef:81] [80:  Id. ]  [81:  Id. ] 

Third Party Procurement 
11. DSS and DHS should require shelter providers to disclose the true beneficial ownership of any privately-held subcontractors and vendors to shelter providers for purchases exceeding $100,000 prior to submitting any related reimbursement costs.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration explained, “DSS is currently drafting a written policy addressing ownership-related matters that would be consistent with the responses herein.”[footnoteRef:82] DOI recorded PPR #11 as “Partially Accepted.”[footnoteRef:83] [82:  Id. at 81.]  [83:  Id. ] 


12. DSS and DHS should require shelter landlords to certify whether they actually own the building, or whether they are themselves leasing the building from the true owner and subleasing to the property to the nonprofit.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration clarified, “DSS is currently drafting a written policy addressing ownership-related matters which will include required landlord and owner disclosures. This policy will be memorialized in all DSS open-ended Requests for Proposal associated with housing and shelter.”[footnoteRef:84] DOI recorded PPR #12 as “Accepted.”[footnoteRef:85] [84:  Id. at 82.]  [85:  Id. ] 


13. The City should explicitly provide for limited reasonable exceptions to the competition requirements, such as in true emergency situations or where selection of a specific provider is pre-approved by the agency and clearly in the best interest of the City.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration elucidated, “VCC members have proposed amending the Standard Human Services Contract and possibly the Human Services Cost Manual to allow for certain exceptions to the three-bid requirement,” and that the “VIU is not currently resourced to be able to audit exceptions to the supplier competition rule.”[footnoteRef:86] DOI recorded PPR #13 as “Partially Accepted.”[footnoteRef:87] [86:  Id. at 83.]  [87:  Id. ] 

Invoice Review, Constrict Management, and Cost Allowability
14. DOI reiterates the 2021 recommendation that [a]gencies should review a more significant sample of supporting documentation prior to approving payment, and should provide more specific guidance to agency staff as to what factors in a payment request warrant further review, and further recommends that DSS and DHS begin reviewing a larger sample of provider submitted invoices than they do currently.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR in principle. The administration explained, “The City’s invoice review policy was designed by the nonprofit resiliency committee to efficiently pay providers while getting documentation for large expenses and testing backup on a post-payment basis” but that “the City agrees with the concept of increasing the documentation size for invoice review on a risk basis.”[footnoteRef:88] DOI recorded PPR #14 as “Accepted.”[footnoteRef:89] [88:  Id. ]  [89:  Id. at 84. ] 


15. DHS and DSS should take steps to provide regular financial management and compliance training to agency staff responsible for approving and reviewing invoices.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR. The administration elaborated, “DSS has previously conducted invoice review trainings and will continue to prioritize and develop these trainings to ensure all staff have sufficient knowledge and resources to conduct adequate invoice review.”[footnoteRef:90] DOI recorded PPR #15 as “Accepted.”[footnoteRef:91] [90:  Id. ]  [91:  Id. ] 


16. DHS and DSS should consider dividing contract oversight responsibilities between employees who specialize in fiscal management and employees who specialize in program management.
a. DSS/DHS, MORMC, and MOCS conditionally agreed with the PPR. “DSS agrees that it would be advantageous to divide contract oversight responsibilities in this way. Current citywide hiring constraints prevent immediate implementation of this recommendation.”[footnoteRef:92] DOI recorded PPR #16 as “Partially Accepted.”[footnoteRef:93] [92:  Id. ]  [93:  Id. at 85. ] 


17. DHS and DSS should immediately stop approving payments for costs where the vendor is not identified by name, or that are described as “to be determined” or in similarly indefinite terms.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR and noted that the practice was already in place. The administration explained, “Under current practice, staff are instructed not to approve invoices where the subcontractor is not definitively identified on the invoice.”[footnoteRef:94] DOI recorded PPR #17 as “Practice Already in Place.”[footnoteRef:95] [94:  Id. ]  [95:  Id.  ] 


18. DOI reiterates the 2021 recommendation that “MOCS should convene a group of representatives from City agencies to develop a mechanism for disclosing information relating to executive compensation, and further recommends that as part of this process, the City establish limits on the total amount of City funds that may be used by nonprofit contractors for executive compensation.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration noted that “Contract budgets generally do not directly fund salaries for provider executives” and that the “issue is also legally complex.”[footnoteRef:96] DOI recorded PPR #18 as “Rejected.”[footnoteRef:97] [96:  Id. at 86.]  [97:  Id.  ] 


19. DSS should take steps to improve providers’ compliance with Section 4.02 of the Standard Contract.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR. “DSS agrees that providers’ compliance with Section 4.02 of the Standard Human Services Contract is critical. DSS will work with MOCS on guidance toward this end.”[footnoteRef:98] DOI recorded PPR #19 as “Accepted.”[footnoteRef:99] [98:  Id. ]  [99:  Id.  ] 


20. DHS, DSS, and relevant stakeholders (including MOCS, the Office of the Comptroller, and the Joint Task Force to Get Nonprofits Paid On Time) should review and consider the invoicing and budgeting matters identified in this Report as contributing to late payments.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. The administration explained, “While DSS believes that payments to not-for-profits was outside the scope” of DOI’s report “and that the report’s description of payment issues does not account for many of the compliance issues set forth” therein, “DSS has been actively pursuing process changes in order to pay vendors more efficiently.”[footnoteRef:100] The administration added, “MOCS is working with DSS and other HS agencies on invoicing timeliness” and that the office “can consider the information DOI learned” during its review.”[footnoteRef:101] DOI recorded PPR #20 as “Partially Accepted.”[footnoteRef:102] [100:  Id. at 87.]  [101:  Id. ]  [102:  Id.  ] 

Audits and Other Reviews
21. DOI reiterates the 2021 recommendations concerning audits and now further recommends that the City include the following contracts among those that are deemed to pose a “higher risk” warranting “a more rigorous audit.”
a. DSS/DHS, MORMC, and MOCS agreed with the PPR. “DSS has been an active participant in citywide audit reform. DSS also uses a variety of risk monitoring tools to inform leaders on audit strategy and remediation.”[footnoteRef:103] DOI recorded PPR #21 as “Accepted.”[footnoteRef:104] [103:  Id. at 88. ]  [104:  Id.  ] 


22. DSS and DHS, in consultation with MOCS and/or the City-wide compliance entity described in PPR #2, should develop a practice for identifying shelter providers that are “systemically important” to the City’s shelter system and any providers that present higher levels of risk.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. “The City agrees with the concept of identifying vendors for proactive review on a risk-basis” and acknowledged the need to expand MOCS VIU to implement this recommendation.[footnoteRef:105] DOI recorded PPR #22 as “Partially Accepted.”[footnoteRef:106] [105:  Id. ]  [106:  Id.  ] 


23. DHS and DSS, in consultation with MOCS should review shelter providers’ internal procurement policies to determine whether they meet or exceed the competition requirements of the Standard Contract, City Cost Manual, and DHS Fiscal Manual.
a. DSS/DHS, MORMC, and MOCS partially agreed with the PPR. “The City agrees with the concept of identifying vendors for proactive review on a risk basis and would welcome DOI’s support for an expansion of MOCS VIU to implement this recommendation.”[footnoteRef:107] DOI recorded PPR #23 as “Partially Accepted.”[footnoteRef:108] [107:  Id. at 89. ]  [108:  Id.  ] 

Capacity Building and Training
24. All City agencies contracting with human services providers, in coordination with MOCS should evaluate the fiscal management and compliance capacity of new nonprofit contractors, provide additional capacity building and training where necessary, and conduct enhanced reviews of those not-for-profits where issues are identified.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR in principle. “The City agrees with the concept of identifying vendors for proactive review on a risk basis” and “would welcome DOI’s support for an expansion of MOCS VIU to implement this recommendation.”[footnoteRef:109] DOI recorded PPR #24 as “Partially Accepted.”[footnoteRef:110] [109:  Id. at 89-90. ]  [110:  Id. at 90.] 


25. The City should develop and distribute a concise reference sheet listing key compliance requirements for nonprofit contractors performing work on City contracts.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR in principle. “MOCS and MONS will explore a collaboration on content, as part of MONS’ communication, training, and capacity building material development.”[footnoteRef:111] DOI recorded PPR #25 as “Accepted.”[footnoteRef:112] [111:  Id.]  [112:  Id.] 

Systems and Data Management 
26. The City should ensure that key documents relating to existing and future contracts are maintained in PASSPort or an equivalent system, including those registered under emergency procurement rules or prior to 2020.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR and noted that it had already been implemented. The administration elaborated: “While it would be ideal to store all relevant contractual documents and records in one system, as discussed multiple times with DOI, personnel from DHS and DSS who are involved in contract oversight understand how these systems work together and will continue to access them as needed to acquire necessary documents.”[footnoteRef:113] DOI recorded PPR #26 as “Rejected.”[footnoteRef:114] [113:  Id. at 91.]  [114:  Id.] 


27. MOCS should evaluate whether it is practicable to remove functionality in PASSPort and any other system used for invoicing that allows City employees to approve expenses submitted without a specified vendor, subcontractor, or purpose.
a. DSS/DHS, MORMC, and MOCS responded that the PPR was not applicable and explained as follows: “PASSPort functionality supports a flexible budget and invoice configuration to allow every agency to use it for invoicing. PASSPort supports the transparency of invoicing information to oversight agencies, including DOI, that was impossible before the use of PASSPort.”[footnoteRef:115] DOI recorded PPR #27 as “Rejected.”[footnoteRef:116] [115:  Id. ]  [116:  Id.] 


28. MOCS should ensure that, for all potential costs providers may invoice PASSPort and any other system used for invoicing includes fields in which nonprofit contractors can supply adequate detail about the identity of the third-party vendor and the nature of the goods or services purchased.
a. DSS/DHS, MORMC, and MOCS responded that the PPR was not applicable and explained as follows: “Agencies may require certain information be submitted with an invoice as needed to enforce the program requirements. The City agrees in principle that invoice policy setting should be done centrally as there is no current process owner, and we would welcome DOI’s advice and support to determine where this area of expertise should live and support the necessary resourcing.”[footnoteRef:117] DOI recorded PPR #28 as “Rejected.”[footnoteRef:118] [117:  Id. at 92.]  [118:  Id.] 


29. To the extent that vendors may submit a “Certificate of No Change” to update their vendor enrollment packages, MOCS should require that: (a) nonprofit contractors include a digital copy of the information that they are certifying as true and correct, such as a PDF or other static record; and (b) nonprofit contractors’ principals certify that they have personally reviewed the entire package, and that all of the information contained therein is full, complete, and accurate.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR in principle and elaborated as follows: “An authorized person is certifying on penalty of perjury that the data entered previously is still true and accurate to the best of their knowledge. It is not a paper package.”[footnoteRef:119] DOI recorded PPR #29 as “Rejected.”[footnoteRef:120] [119:  Id. ]  [120:  Id.] 


30. MOCS should update PASSPort to add functionality that will better enable third-party oversight.
a. DSS/DHS, MORMC, and MOCS agreed with the PPR in principle and explained as follows: “MOCS added functionality to PASSPort on 9/23/24 to include better document search functionality for PASSPort users. As noted above, every document is submitted with a certification or "affirmations of accuracy" and the "preservation of historical changes" is already supported by PASSport, through change logs and the ability to view past versions of many workflow functions.”[footnoteRef:121] DOI recorded PPR #30 as “Partially Accepted.”[footnoteRef:122] [121:  Id. at 93.]  [122:  Id.] 


31. MOCS should regularly review publicly available information relating to the governance and fiscal condition of City nonprofit contractors to proactively flag potential compliance issues requiring attention. 
a. DSS/DHS, MORMC, and MOCS agreed with the PPR in principle and elucidated as follows: “Analysis of IRS 990 data is included in the conceptual design of the VIU Vendor Integrity Solution and was the subject of a successful proof of concept MOCS completed last year. MOCS welcomes DOI’s support for VIU and the continued investments in proactive risk functions.”[footnoteRef:123] DOI recorded PPR #31 as “Partially Accepted.”[footnoteRef:124] [123:  Id. ]  [124:  Id.] 


32. As part of its mission, the City-wide compliance entity described in PPR #2 should be charged with advising systems development staff to ensure that any future procurement or contracting systems include appropriate functions to enable oversight by contracting agencies and DOI.
a. DSS/DHS, MORMC, and MOCS stated that the PPR was already in place and explained as follows: “MOCS works cross-collaboratively and relies on every subject matter expert in the agency to inform the functionality needed in PASSPort.”[footnoteRef:125] DOI recorded PPR #32 as “Practice Already in Place.”[footnoteRef:126] [125:  Id. at 94. ]  [126:  Id.] 

 
LEGISLATIVE ANALYSIS
Introduction No. 979 would require an agency designated by the Mayor to report annually on shelter food consumption over the five years following the bill’s effective date. This bill would require such report to calculate the percentage of food consumed relative to the amount of food served at shelters, and to make recommendations to improve the quality of food provided in shelters and identify cost-effective methods of providing food in shelters.
CONCLUSION
The Committees on Oversight & Investigations, General Welfare, Finance, and Contracts look forward to hearing from DSS, DHS, and MOCS, as well as interested stakeholders, regarding the implementation of anticorruption measures in City interactions and contracting with nonprofits serving DHS clients. The Committees seek a better understanding of the role of MOCS’s VIU in the City’s oversight of contracted shelter providers. The Committees also intend to discuss the 32 recommendations for reform contained in the recently released DOI report and the progress DSS, DHS, and MOCS have made in implementing those recommendations.


Int. No. 979

By Council Members Won, Menin, Farías, Hanif, Gutiérrez and Brannan

..Title
A Local Law in relation to reporting on shelter food consumption, and providing the repeal thereof.
..Body

Be it enacted by the Council as follows:


2

1

Section 1. a. Definitions. For the purposes of this local law, the following terms have the following meanings:
City. The term “city” means the city of New York.
Shelter. The term “shelter” means temporary housing assistance provided to homeless adults, adult families, families with children, migrants, and runaway and homeless youth by the city or a provider under contract or similar agreement with the city.
b. Annual report on shelter food consumption. No later than June 1, 2025, and annually thereafter for 5 years, an office or agency designated by the mayor shall submit to the speaker of the council and the mayor a report on the amount of food consumed relative to the amount of food provided at each shelter. Such report shall, at a minimum:
1. Identify the locations of all shelters used in the study;
2. Identify the cost of food for each shelter;
3. Assess the quality of food for each shelter;
4. Calculate the percentage of food consumed relative to the amount of food served, for each shelter, and in the aggregate; and
5. Recommend actions to the city could take to improve quality of food for shelters and identify cost effective methods of providing food to shelters. 
§ 2. This local law takes effect immediately and expires and is deemed repealed upon the submission of the fifth annual report required by section one of this local law.
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