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Scope of Audit

Audit Observations
and Conclusions

Executive Summary

New York City Department of Health
Monitoring of AIDS/HIV Prevention Services
Contracts

Human immunodeficiency virus (HIV) is believed to be the sole or primary
cause of acquired immunodeficiency syndrome (AIDS).  Health care providers
are required to report instances of AIDS and HIV infection to either the New
York State (State) or the New York City (City) Department of Health (DOH).
As of June 1999, the State DOH reported that 131,411 AIDS cases had been
reported during the previous 18 years; about 80 percent of these cases were
reported in the City.  The City DOH Bureau of HIV Prevention (Bureau) funds
programs implemented by AIDS service organizations in communities where
the risk of infection is highest.  As of June 30, 2000, the Bureau had 68 three-
year HIV-prevention contracts in effect whose estimated total value was $38.5
million.  The Bureau’s Office of Contract Management (Contract
Management) monitors these contracts to ensure the programs are
implemented adequately.

DOH entered into a contract with the not-for-profit Medical and Health
Research Association of New York City, Inc. (MHRA), effective July 1, 2001,
to administer the majority of the DOH’s HIV prevention  contracts.  The
Contract Management unit will be reorganized and will monitor MHRA and
also those contracts that DOH will continue to administer.

Our audit covered the period of July 1, 1998 through June 30, 2000, and
addressed the following question:

! Does the City DOH adequately monitor contractors who provide
AIDS/HIV prevention services?

We concluded that the City DOH can significantly improve its monitoring of
AIDS/HIV prevention program contracts to ensure that community-based
organizations deliver program services according to the terms of their
contracts, by developing appropriate monitoring plans, visiting program sites
more frequently, documenting activities, articulating clear standards for
program success and assessing contractors’ achievement of program goals.

Contract Management has implemented guidelines for monitoring contractors’
activities and their overall performance.  We reviewed files and related
program information for a judgmental sample of 18 contractors to determine
if Contract Management complies with these guidelines.  One guideline
requires the development of monitoring plans tailored to a specific contract and



Comments of
Officials

its goals. However, we found no monitoring plans for 14 contracts, and only
boilerplate monitoring plans for the remaining 4 contracts. To provide Contract
Management monitors with contract services information and a monitoring
methodology to help identify performance problems, we recommend that City
DOH develop and use program-specific monitoring plans, as required in its
guidelines.  (See pp. 5-6)

The guidelines also require that, for each contractor, monitors perform a
specified number of activity observations and site visits, as well as an annual
program review.  However, we found that monitors performed fewer than half
the required observations and visits and completed only 10 of 18 program
reviews.  Further, monitors did not document their site visits and program
reviews on contractor-specific forms, as required by the guidelines, and there
was no provision for supervisory review of monitors’ efforts.  We recommend
that City DOH develop contractor-specific forms that summarize the
contractors’ scope of contract services, ensure that monitors perform the
required on-site visits and improve the process for supervisory review.  (See
pp. 6-7) 

AIDS/HIV prevention program contracts state goals to be achieved by each
contractor in the delivery of services to clients.  Contract Management staff
are supposed to oversee contractors’ achievement of these goals on an ongoing
basis, and can recommend corrective action plans with suggested adjustments
for those contractors who do not achieve at an appropriate level of service,
which Bureau guidelines define as 80 percent.  However, these guidelines to
do indicate whether the 80 percent standard applies to each goal, or the total of
all goals agreed upon by the individual contractor and DOH.  We reviewed
contractors’ monthly program reports and, applying the 80 percent standard to
the total number of goals agreed upon by the contractors, found that 6 of the 18
contractors had not successfully achieved the 80 percent standard.  Although
monitors told us they measure goal achievement by reviewing the same
reports, we found no evidence that monitors knew these contractors had not
met their goals and no recommendations for corrective action plans.  To help
ensure adequate prevention services, we recommend that DOH articulate a
performance standard that is clearly understood by monitors and contractors,
require monitors to document their review of reports, and develop corrective
action plans for programs that fall short of achieving their goals. (See pp. 7-9)

New York City DOH officials stated the monitoring system for HIV Prevention
contracts to be administered by a not-for-profit human services provider will
be consistent with our recommendations, providing full documentation of
monitoring activities and explicit attention to the specific terms of each
contract.  Also, corrective action plans will be developed for low-performing
contractors.  Officials also expressed their belief that the report does not fairly
represent the monitoring activity of the HIV Prevention  Program because the
absence of documentation does not necessarily mean that the staff did not have
significant interaction with the contractors.  They also assert that many of their



providers require significant technical assistance and support to maintain
services in at-risk communities.  While we acknowledge that significant contact
could have occurred and that many of these providers may require intensive
assistance, management must identify mechanisms such as documentation to
be assured that their own guidelines are being followed so that goals to save the
AIDS/HIV population are achieved.
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Background

Introduction

Human immunodeficiency virus (HIV) is a slow-acting virus believed to be
the sole or primary cause of acquired immunodeficiency syndrome (AIDS).
HIV is transmitted sexually, through blood or from pregnant mother to child.
AIDS has been a reportable condition in New York State since 1981.  Health
care providers must report any case in which a person is diagnosed with the
disease to either the New York State (State) or the New York City (City)
Department of Health (DOH).  However, according to the City DOH Office
of AIDS Research, the long latent period between the HIV infection and the
development of AIDS (a median period of 11 years) makes it difficult to use
AIDS case rates to estimate the total number of people who are infected with
HIV.  As a result, since the reporting year 1999, both the State and City
DOH have required providers to report any case in which individuals test
positive for HIV infection.  This requirement is so recent that current
statistics are not available. However, City DOH officials have stated their
belief that many more people are living with HIV infection than with AIDS.

As of June 1999, State DOH reported that 131,411 AIDS cases had been
reported during the previous 18 years (1981 through 1998).  Approximately
80 percent of these cases were reported in the City.  In fact, the City’s 1996
death records show that AIDS is the leading cause of death there among
males aged 30 through 49, females aged 20 through 39, and children aged 1
through 9.  In fiscal year 1999, the State DOH spent approximately $64
million, while the City DOH spent approximately $11 million, on HIV- and
AIDS-prevention programs and services.

By providing prevention services to City residents, the City DOH Bureau of
HIV Prevention (Bureau) works to prevent the spread of HIV and AIDS to
New Yorkers at risk of acquiring the virus.  For example, the Bureau funds
community-based AIDS service organizations that can make HIV-prevention
services available to communities where the risk is highest.  As of June 30,
2000, the Bureau had 68 three-year contracts for HIV-prevention services in
effect with an estimated total value of $38.5 million.  All 68 contracts were
issued as either reimbursement or outcome-funded contracts.  Under the
terms of a reimbursement contract, the vendor is reimbursed for actual
expenses incurred, based on the contract budget.  With outcome-funded
contracts, the vendor is paid based on the level to which the contract’s goals
were achieved.  City DOH contracts can be renewed normally for a three-
year period.  They are executed for a variety of purposes, including
training of at-risk populations, development of programs and related
prevention materials, and technical support to organizations that provide
related HIV-prevention services. The Bureau’s Office of Contract
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Audit Scope,
Objective and
Methodology

Management (Contract Management) is responsible for managing and
monitoring the contracts with community-based organizations to ensure
the funded programs are implemented adequately.  Contract
Management monitors are assigned to specific contractors, and are
responsible for ensuring that the contractors meet their contractual
obligations with City DOH.

DOH entered into a contract with the not-for-profit Medical and Health
Research Association of New York City, Inc. (MHRA), effective July 1,
2001, to administer the majority of the DOH’s HIV prevention contracts.
The Contract Management unit will be reorganized and will monitor MHRA
and also those contracts that DOH will continue to administer.  Therefore,
the recommendations in this report should be considered applicable to the
future services of MHRA as well as those of the Contract Management unit
after July 1, 2001.

Our audit covered the period of July 1, 1998 through June 30, 2000, with
concentration on the City’s 1999 fiscal year that ended on June 30, 1999.  The
objective of this performance audit was to determine whether the Bureau’s
Office of Contract Management is monitoring contractors’ performance
adequately.  To accomplish our objective, we selected from a population of
68 contracts a judgmental sample of 18 contracts that had the highest dollar
value.  We obtained and reviewed contract folders maintained by Contract
Management to determine whether the contract monitors were monitoring the
contractors adequately.  We also made site visits to five of the 18 contractors
to review documentation selected to support the accomplishment of program
goals.  The five contractors were selected because out initial review noted
they were not being properly monitored.

As is our practice, we notified City DOH officials at the outset of the audit
that we would request a representation letter in which management provides
assurances, to the best of their knowledge, concerning the relevance,
accuracy and competence of the evidence provided to the auditors during the
course of the audit.  The representation letter is intended to confirm oral
representations made to the auditors and to reduce the likelihood of
misunderstandings.  Agency officials normally use the representation letter
to assert that, to the best of their knowledge, all relevant financial and
programmatic records and related data have been provided to the auditors.
They affirm that either the agency has complied with all laws, rules and
regulations applicable to its operations that would have a significant effect on
the operating practices being audited, or that any exceptions have been
disclosed to the auditors.
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However, officials of the Mayor’s Office of Operations have informed us
that, as a matter of policy, Mayoral agency officials do not provide
representation letters in connection with our audits.  As a result, we lack
assurance from City DOH officials that all relevant information was provided
to us during this audit.  We consider this refusal to provide a representation
letter to be a scope limitation on our audit.  Therefore, readers of this report
should consider the potential effect of this scope limitation on the findings and
conclusions presented in the report.

Except as discussed in the above paragraphs, we conducted our audit in
accordance with generally accepted government auditing standards.  Such
standards require that we plan and perform our audit to adequately assess
those procedures and operations of the City DOH that were included within
our audit scope.  Further, these standards require that we understand City
DOH’s internal control structure and compliance with those laws, rules and
regulations that are relevant to the operations included in our audit scope.  An
audit includes examining, on a test basis, evidence supporting transactions
recorded in the accounting and operating records and applying such other
auditing procedures as we consider necessary in the circumstances.  An audit
also includes assessing the estimates, judgments and decisions made by
management.  We believe our audit provides a reasonable basis for our
findings, conclusions and recommendations.  

We use a risk-based approach when selecting activities to be audited.  This
approach focuses our audit efforts on those operations identified through our
preliminary survey as having the greatest probability for needing
improvement.  Consequently, by design, we use finite audit resources to
identify where and how improvements can be made.  Thus, we devote little
audit effort to reviewing operations that may be relatively efficient or
effective.  As a result, our audit reports are prepared on an “exception
basis.”  This report, therefore, highlights those areas needing improvement
and does not address activities that may be functioning properly.
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Response of City
DOH Officials to
Audit

We provided draft copies of this report to DOH officials for their review and
comment.  We considered their comments in preparing this report and
included them as Appendix B.  Appendix C contains State Comptroller’s
Notes, which address matters contained in DOH’s response.

Within 90 days after the final release of this report, we request that the
City’s Commissioner of the Department of Health report to the State
Comptroller, advising what steps were taken to implement the
recommendations contained herein, and where recommendations were not
implemented, the reasons therefor.
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Monitoring Plans

Monitoring Contractor Performance

Contract Management is responsible for ensuring that funded programs
deliver the services stated in their contracts, and developing guidelines for
monitoring contractors’ activities and overall performance.  These City DOH
guidelines require the development of a program-specific monitoring plan for
each contractor, periodic visits and observations and program reviews at
program sites, and ongoing assessment of each contractor’s accomplishment
of program goals.  To determine the extent to which Contract Management
staff follows these guidelines, we reviewed files and related program
information for a judgmental sample of 18 contractors (17 reimbursement
contracts and 1 outcome-funded contract). As a result of this review, we
concluded that Contract Management needs to significantly improve its
performance in all the above oversight areas if City DOH is to have adequate
assurance that programs provide the contracted HIV-prevention services.

Contract Management guidelines state that a monitoring plan should be
developed and tailored to suit each contract, indicating the methods for
verifying that all contractual requirements are met to City DOH’s satisfac-
tion.  The plan should include procedures for reviewing required reports, a
list of the number and types of site visits to be conducted, and descriptions
of other methods such as meetings and corrective action plans that will help
verify compliance with contractual requirements.  We found that 17 of the
18 contract folders did not contain documentation that a monitoring plan had
been developed.  The 18  folder contained a generic monitoring plan thatth

showed no evidence it had been designed to monitor that specific program.
After our review, City DOH provided us with monitoring plans for three of
the contracts we sampled.  However, these three plans were also boilerplate
versions, and were not tailored to monitor the operation of the specific
programs, as the guidelines require.  

The City DOH program director stated that, since the information contained
in such a plan would already be covered by the actual contract, developing
a separate monitoring plan would be duplicative.  However, our review found
that a monitoring plan would contain some of the same information that is
stated in the contract, but would also require additional information, such as
the methods the monitors would use to verify the accomplishment of the
contract’s goals. Therefore, we believe the program-specific monitoring plan,
as described in the guidelines, would provide contract monitors with specific
monitoring methodology.  The availability of oversight methodology can make
monitoring efforts more effective and easier to document.  Without a content-
specific plan, there is increased risk that Contract Management monitors will
not identify contractors who are failing to accomplish contractual require-
ments.
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Activity
Observations/Site
Visits

According to Contract Management guidelines, monitors should conduct two
activity observations per year, one of which should be unannounced, for each
of the contractor’s programs.  Activity observations are used for observing
a mandated activity as stated in the contract’s scope of services.  In addition,
except for outcome-funded contracts, in which one visit per quarter is
required, two site visits are to be conducted annually for each contractor at
its administrative or program site.  At least one site visit must also include
an annual program review to examine program documentation and records,
personnel records and operational procedures.  Site visits can be conducted
for the purpose of meeting with staff, surveying a new site, discussing issues
or working toward problem resolution.

The contract year varied from contract to contract.  We concentrated our
review on the second 12-month period of each contract.  However, since the
start and end dates of contract periods varied, the periods we reviewed did
not necessarily cover the same calendar periods.  If the contract monitors
had complied with City DOH guidelines, at least 36 activity observations
should have been performed (2 for each of the 18 contractors) for the
contractors we selected. Based on our review of the contractors’ folders, just
17 (47 percent) activity observations were performed.  In addition, if the
monitors complied with the guidelines, 38 site visits should have been made
(2 each for 17 contractors and 4 for the outcome-funded contractor).
However, based on our review of the contractors’ folders, the monitors made
a total of 17 (45 percent) site visits.  Furthermore, we found that monitors
had performed just 10 (56 percent) of the 18 required program reviews
during our audit period. 

The director of Contract Management explained to us that the monitors fell
short of their required monitoring responsibilities because they spent a great
deal of their time completing budget modifications and engaging in one-on-one
communication with the contractors.  However, we believe that activity
observations and site visits are an essential part of the monitoring process.
If these observations and visits are not accomplished, the monitor cannot
determine whether a contractor is providing the required services and
achieving stated program goals.

In addition, Contract Management’s guidelines state that the monitor should
document site visits on a form specifically designed for the program that
clearly indicates the scope of services being reviewed by the monitor. The
guidelines also state that the site visit form should be completed by the
monitor and signed by the appropriate supervisor after each visit.  Further,
the guidelines require that the monitor use a program-specific program
review form in conducting the required annual review.  We found that none
of the 18 contract folders we reviewed contained site visit forms or program
review forms that were tailored for the contractor’s program.  Instead, staff
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Program Goals

used generic forms for both functions, and the site visit forms had no space
for the supervisor’s signature. Such forms do not provide adequate documen-
tation of program monitoring or of supervisory review of monitor perfor-
mance.  Using tailored forms may help monitors provide more effective
oversight, and should generate documentation of both monitoring activities and
supervisory review.

Based on our preliminary findings, City DOH officials agreed that the site
visit form we reviewed did not adequately document supervisory approval and
indicated it would be revised.  We verified that the new form provides a
place for a supervisory signature. However, the new form is still a generic
one.  We continue to believe that the forms should be tailored for each
contract, to help ensure appropriate contract monitoring and achievement of
contractual requirements.

Following Contract Management guidelines, monitoring staff review an
organization’s program by means of activity observations, site visits,
examination of contractors’ monthly (or quarterly) fiscal and program
reports, meetings, and/or telephone conversations with contractors.
Monitoring staff are supposed to identify any principal quantified areas, such
as activities or interventions, in which the program has not consistently
fulfilled its scope of work. When achievement shortfalls exist, monitors may
recommend to the Contract Management director that a program be placed
on a corrective action plan.  A corrective action plan is a plan of action
advising the contractor how to adjust the program to achieve an appropriate
level of service.  According to both the guidelines and the Contract
Management director, this service level is “80 percent.” 

In our efforts to test the extent to which Contract Management ensures this
appropriate level of service, we found that this 80 percent standard was
problematic.  The guidelines do not indicate whether the 80 percent
achievement level applies to each individual contract goal or to the total of
all contract goals.  There is nothing in writing to define what the 80 percent
represents.  To be consistent and reasonable, we measured the performance
for the 18 contractors during the second year of their respective contracts (to
avoid the impact of delay or program initiation that could affect the first
year’s performance) and applied the 80 percent standard to the total goals of
each contractor. 

Monitors told us that they determine if contractors are achieving contract
goals by reviewing their monthly reports.  We also reviewed the monthly
reports submitted by the 18 contractors in our sample, and found that 6 of
these contractors were not meeting the 80 percent standard for service
delivery.  We saw no documentation to show that monitors had reviewed
these monthly reports, no indication that monitors verified the achievement
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of contract goals, and no evidence that monitors knew that the above 6
contractors were not meeting their goals.  Further, we found no indications
that the monitors had recommended corrective action plans for any of these
programs, or documentation of meetings with the contractors involved to
discuss plan adjustments intended to help the program achieve an appropriate
level of service.  As a result of these weaknesses in oversight of contractors’
performance with regard to their achievement of established program goals,
City officials are without assurance that adequate services are being
delivered to meet established program goals. 

In their response to our preliminary findings, City DOH officials stated that
we misinterpreted the 80 percent guideline. They explained that the 80
percent standard refers to the overall program and relates to the number of
individuals who should be served by the contractor.  However, we contend
that the obscurity of this standard, coupled with the lack of written informa-
tion to guide monitors in how it should be applied, makes it an ineffective
device for monitoring contractor performance and increase the risk that
substandard contractor performance will not be identified and corrected.
Officials also state that they measure a contractor’s achievement from the
start of the contract - not for a particular year within the contract – and that
monitors have one-on-one discussions with contractors that preclude the need
to develop corrective action plans.  However, monitors are supposed to
assess contractors’ goal achievement on an ongoing basis.  We found no
evidence of any review of monthly reports to detect program problems, or
any discussions with contractors to resolve program problems. Further,
assuming such discussions with contractors do take place, they should
supplement - not supplant - written corrective action plans.  Written
corrective action plans document the oversight provided, guide the contractor
in improving the program and help measure performance improvement that
occurs.
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Recommendations

1. Develop tailored monitoring plans for each contract.

2. Develop and tailor new site visit forms for each contract that
summarize the contractual requirements/scope of services being
performed by the contractor. 

3. Take steps to ensure that contract monitors conduct all required
activity observations and site visits.

4. Clearly define the performance standard contractors must achieve
before monitors recommend them for placement on a corrective
action plan.

5. Initiate corrective action plans when contractors do not achieve
program goals.

6. Take steps to ensure that monitors document their review of the
contractors’ monthly reports.

7. Take steps to ensure that contractors fully report on the
accomplishment of contract goals on a regular basis.



Appendix A

Major Contributors to This Report
Kevin M. McClune
Howard Feigenbaum
Stuart Dolgon
Tenneh Blamah
Peter Blanchett
Unal Sumerkan
Donna Sylvester
Marticia Madory



*
Note

2

*
Note

1

*See State Comptroller’s Notes, Appendix C
Appendix B



B-2

*
Note

2

*
Note

3

*
Note

4

*See State Comptroller’s Notes, Appendix C



B-3

*
Note

5

*
Note

2

*
Note

2

*See State Comptroller’s Notes, Appendix C



B-4

*
Note

5

*
Note

5

*
Note

6

*
Note

7

*See State Comptroller’s Notes, Appendix C



B-5

*
Note

7

*
Note

5

*See State Comptroller’s Notes, Appendix C



B-6



Appendix C

State Comptroller’s Notes

1. We made site visits to five contractors to review documentation supporting the accomplishment
of program goals.  During our site visits, we learned about contacts Office of Contract
Management monitors made with contractors that were not recorded in Contract Management’s
files.  However, in the absence of documentation, we cannot confirm that Office of Contract
Management monitors provided extensive oversight.

2. The scope of our audit addressed the adequacy of Contract Management’s monitoring of
contractors’ performance, with a focus on accomplishment of contract goals.  While monitors
may go beyond contract compliance issues and provide technical assistance in program planning,
administration, service delivery and problem resolution, our audit did not include these matters.
We acknowledge the challenges Contract Management may have with the level of technical
services and support sometimes necessary to sustain providers and services in at-risk
communities.  However, Contract Management developed the requirements against which we
audited.  Additionally, absent documentation, we cannot confirm, and DOH management cannot
be assured, that monitors paid close attention to the efforts and achievements of the contractors,
including the level of awareness Contract Management’s monitors have of contractor
accomplishment of goals.

3. These other goals are not specified in the scope of services section of the contracts and we did not
review them as part of our audit.

4. While DOH officials state their belief that DOH’s response to vendor problems was timely and
effective, we found no documentation in the files to support this assertion.

5. We amended our report accordingly.

6. In response to our draft report, DOH officials stated they consider 80 percent to be the standard
for satisfactory performance on each goal.  Additionally, the officials stated that over-fulfillment
in some goal areas can balance under-fulfillment in other areas and hence, the 80 percent standard
is also a contract-wide standard.  In our judgment, this response confirms our conclusion that
more precision is necessary for the standard to be effective.

7. We deleted our comment with respect to lax oversight.  However, we maintain that, absent
documentation, DOH management cannot be assured that monitors are knowledgeable about the
reasons contractors fall short of accomplishing goals.


