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Re: Report 98-F-45

Dear Mr. Stone:

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State
Constitution and Article II, Section 8 of the State Finance Law, we have reviewed the actions taken
by officials of the New York State Office of Mental Health (OMH) as of October 2, 1998, to
implement the recommendations contained in our audit report, Homeless Housing Program (Report
94-S-8).  Our report, which was issued on September 30, 1994, reviewed the feasibility of
accomplishing bed development goals for mentally ill homeless individuals and assessed the
management controls established by OMH for monitoring and controlling housing development
initiatives.

Background

At the time of our prior audit, OMH estimated that 30 to 40 percent of all single homeless
adults in New York City (about 12,000 individuals) suffered from severe mental illness.  To address
this problem, the New York/New York Agreement to House Homeless Mentally Ill Individuals
(NY/NY Agreement) was signed in August 1990.  The NY/NY Agreement called for the State and
New York City to provide permanent housing with supportive services for 5,225 mentally ill
homeless New Yorkers.  Under the NY/NY Agreement, the State was to develop 1,888 new
residential beds and New York City was to develop 1,426 new beds.  This agreement established a
June 30, 1992 completion date, or if this date could not be met, the agreement could be extended to
June 30, 1993.  In October 1993, the State and New York City renegotiated the NY/NY Agreement
which extended the deadline to June 30, 1995 and increased the State’s commitment by adding 500
rental beds to the project.  The NY/NY Agreement was not extended beyond this date, however, the
final beds were not completed until August 1998.  The total beds developed by OMH under the
NY/NY Agreement were 1,689 capital beds and 500 rental beds.
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Responsibility for implementing the State’s commitment under the NY/NY Agreement was
assigned to OMH’s Housing Development Office (HDO).  Since the prior audit, HDO has been
dissolved and its responsibilities were assumed by OMH’s New York City Field Office.  By August
31, 1998, the State had spent approximately $115 million on 55 completed capital projects totaling
1,689 capital beds, for an average cost of $68,087 per bed. 

Summary Conclusions

In our prior audit, we found that HDO’s pace of project development was reasonable when
compared with other State agencies responsible for developing low-income and homeless housing.
However, the methods implemented by OMH to meet the goals of the NY/NY Agreement, as well
as the associated resources devoted to the effort, were not sufficient to overcome certain factors
which delayed overall development.  The audit identified a number of areas where HDO could
improve its operations and thereby expedite the housing development process.  

In our follow-up review, we found that OMH officials have made progress in implementing
the recommendations contained in our prior audit report.  OMH officials have developed a project
management system, as well as a system to track the progress of providers involved in site location.
They have changed their project management style, emphasizing oversight and monitoring, rather
than becoming involved in the detailed-oriented tasks associated with the projects. They also utilized
consultants to deal with the more technical aspects of the development process and they have
developed procedure manuals for administrative aspects of the program.  However, OMH officials
did not establish realistic bed development goals or realistic standards for the expected length of the
development process.  In addition, OMH did not develop a system to evaluate the Program
Development Grant (PDG) process to assess its effect on timeliness and did not develop more mixed
population housing. 

Many of the recommendations contained in our prior report were specific to the NY/NY
Agreement.  Although the major objectives of the NY/NY Agreement have been completed, these
recommendations would be applicable to any similar endeavors OMH undertakes for homeless
housing development in the future.  During our follow-up review, OMH officials indicated that
preliminary steps are underway for a second homeless housing initiative and we believe that the
recommendations contained in our prior report should be considered before OMH enters into any
new agreements for housing development.

Summary of Status of Prior Audit Recommendations

Of the eight prior audit recommendations, OMH officials have implemented four
recommendations, partially implemented one recommendation, and did not implement three
recommendations.



-3-

Follow-up Observations

Recommendation 1

Establish realistic bed development goals based on past experience and the resources
available. 

Status - Not Implemented

Agency Action - Realistic bed development goals were not established.  The last time a bed
development schedule was prepared was in October 1993 when the original NY/NY
Agreement was extended to June 30, 1995.  However, since beds developed under the
NY/NY Agreement were not completed until August 1998, it is evident that these goals were
not realistic.

Auditors’ Comment - OMH officials recognize that realistic bed development goals were not
established during the NY/NY Agreement.  They indicated that if they participate in a similar
project in the future, they will establish more realistic development goals based on experiences
gained from the NY/NY Agreement.

  
Recommendation 2

Develop a system that tracks the progress of providers involved in site location and evaluates
the PDG process to assess its effect on timeliness.
    
Status - Partially Implemented

Agency Action - OMH officials have developed a Real Property Tracking log to monitor the progress
of providers involved in site location.  However, they have not developed a system to evaluate
the PDG process to assess its effect on timeliness.

Auditors’ Comment - OMH’s goal was to achieve bed development in a timely manner and the PDG
process was being used to expedite this development.  Consequently, we believe it is essential
for OMH to develop a system to measure the effectiveness of this process.  Absent a system
to do this, OMH has no way of determining whether funds provided for site location actually
speed up the overall development process.

Recommendation 3

Develop more mixed population housing as a means to attract more providers and reduce
community resistance.
    
Status - Not Implemented

Agency Action - OMH officials were not able to implement this recommendation, although they
agree that mixed housing is the best housing type to pursue.  OMH officials stated that the
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type of tax exempt bonding they use to finance projects does not readily lend itself to mixed
use housing because OMH is limited to the partners they can bring into a project.

Auditors’ Comment - We believe that because of the benefits associated with the use of mixed
population housing, OMH should attempt to develop more of this housing type in future
projects.

  Recommendation 4

Utilize an outside consultant to deal with the more technical aspects of the development
process.
    
Status - Implemented

Agency Action - OMH officials provided evidence which indicates that they use appraisers,
architects, and construction managers to handle the more technical aspects of the
development process.

Recommendation 5

Implement a project management style which emphasizes communication, monitoring and
oversight and discourages participation in detail-oriented tasks.

Status - Implemented 

Agency Action - Since our original audit OMH replaced the HDO project management team and
changed their management philosophy in implementing the NY/NY Agreement.  Officials
indicated that this new philosophy emphasized communication, monitoring and oversight
rather than devoting significant resources to detail-oriented tasks.  We contacted two
organizations which provided homeless housing under the NY/NY Agreement and whose
projects spanned both the former and current management.  Representatives from both
organizations agreed that the project management style changed since the original audit and
they were given greater autonomy to complete their projects. 

Recommendation 6

Establish realistic standards for the expected length of time between key points in the entire
development process to assess and evaluate actual project timing.

Status - Not Implemented 

Agency Action - OMH officials did not establish realistic standards for the expected length of time
between key points in the development process.  The standard time frames in the Capital
Housing Development Process that were used following our prior audit were the same as
those used during the prior audit.  
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Auditors’ Comment - OMH officials acknowledge that the time frames used in the development
process during the NY/NY Agreement were not realistic.  Officials stated their belief that if
the time frames were lengthened, the providers would use the extra time and take longer to
finish the projects.  However, we continue to urge OMH to develop realistic time frames for
future projects. 

 
  Recommendation 7

Develop and implement tracking systems to monitor progress towards program goals and
allow for follow-up on any discrepancies between these goals and actual accomplishments.

Status - Implemented 

Agency Action - OMH officials developed a project tracking system to monitor progress toward
program goals.  This system tracks project milestones during the site feasibility, appraisal,
design, and construction phases.  Project tracking system reports are regularly used to
monitor project progress.

Recommendation 8

Develop a comprehensive manual of procedures for all administrative aspects of the
program including, but not limited to, procedures for project managers to follow.

Status - Implemented 

Agency Action - OMH developed two procedure manuals which cover administrative aspects of the
program: the Service Enriched Housing Design Manual and the Residential Program
Development Manual.  The procedures identified in these manuals, along with assistance from
OMH staff, should assist sponsors with meeting development goals in a timely manner.

Major contributors to this report were Ed Durocher, Michael Cantwell, and Kevin Kissane.

We would appreciate your written response to this report within 30 days, indicating any
actions planned or taken.  We also thank the management and staff of the Office of Mental Health
for the courtesies and cooperation extended to our auditors during this review.

Very truly yours,

Kevin M. McClune
Audit Director

cc: Robert L. King


