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Dear Mr. Lynch:

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 Division of Housing and Community Renewal
(DHCR) as of August 19, 1999, to implement the recommendations contained in our audit report,
Vacancy Losses and Tenant Accounts Receivable at Mitchell-Lama Projects (Report 96-S-81).  Our
report, which was issued on September 11, 1998, reviewed the effectiveness of DHCR’s systems
for monitoring and controlling vacancy losses and tenant accounts receivable.

Background 

DHCR is charged by statute with formulating State policy for housing development and
financing, maintaining the State’s low and middle-income housing stock, and providing technical
assistance to communities for housing and community revitalization.  DHCR’s responsibilities
include supervision of the State-financed Mitchell-Lama middle-income housing projects
(projects), each of which is operated and managed by a housing company.  DHCR is responsible
for 236 projects.

As of March 31, 1999, DHCR had 1,029 employees, with 147 assigned to the housing
program.  Of DHCR’s total budget of $61.8 million for 1998-99, the housing program was
allocated $11.9 million. 
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DHCR’s Housing Audits and Accounts Bureau (Housing Bureau) is responsible for the
review and approval of the company budgets that are used in determining project rental rates.  The
Housing Bureau also establishes and monitors escrow and reserve requirements to ensure that
funds will be available to cover operating expenses and future replacement needs.  In addition,
Housing Bureau staff are supposed to analyze projects’ annual financial statements, note any
unusual items, and recommend follow-up action to be taken by DHCR’s Housing Management
Bureau (Management Bureau).

Summary Conclusions

In our prior audit, we identified several deficiencies in DHCR’s operating practices.  We
determined that DHCR officials needed to strengthen controls for documenting projects with rent-
collection problems.  There was no summarized data on rent collections for the projects; nor were
there any standards to identify problem projects.  Instead, DHCR officials often relied on the
judgment of staff accountants and housing representatives to identify projects that required follow-
up.  In their response to our prior audit, the officials did not specifically address our
recommendations.  Rather, they indicated general disagreement with the need for formalized
performance criteria and summary reporting and general agreement with the need for improved
documentation as discussed in the recommendations.  DHCR officials did specify that they
planned to review the Jamaica Hospital matter and to take appropriate actions as recommended.

In our follow-up review, we found that DHCR officials have not implemented any of the
four recommendations.  The officials stated that progress was being made in implementing two
recommendations; however, they could not document that progress.  For example, according to
DHCR officials, their new computer-based system will accomplish the same objectives that
implementing the audit’s recommendations would.  However, an implementation schedule or list
of key milestone dates has yet to be published.

Summary of Status of Prior Audit Recommendations

DHCR officials have not implemented our four prior audit recommendations.

Follow-up Observations

Recommendation 1 

Establish formal criteria and guidance for identifying projects with excessive vacancy losses and
excessive tenant accounts receivable.

Status - Not Implemented

Agency Action - DHCR officials provided a January 1998 memorandum which, they claimed,
addressed our recommendation.  In addition, they maintained, as they did during our prior
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audit that they rely on their staff’s professional skills, knowledge and informed judgments
without having to rely on benchmarks to assess housing project condition.  However, in
our judgment, this memorandum or the reliance on the staff’s professional skills does not
provide the needed assurance intended by our recommendation. 

Recommendation 2 

Prepare summary reports on rent-collection activity at State-funded housing projects.  Update
them periodically.

Status - Not Implemented 

Agency Action - DHCR officials stated that they are in the initial stages of developing a
comprehensive computer-based information system that will organize DHCR’s reporting
on its housing projects.  Officials also stated that at one troubled project they are
evaluating the use of a collection agent.

During our follow-up review, we found that there is no timetable for the implementation
of the computer-based information system.  DHCR officials are still defining what they
need, developing milestone dates and committing to its implementation.  The use of the
collection agent is not sufficient, because DHCR still has not defined key collection
parameters to assess its usefulness or to define troubled projects.  

Recommendation 3 

Ensure that Housing Bureau financial analyses and Management Bureau site visits are
documented, timely and useful in addressing vacancy losses and tenant accounts receivable for
projects.

Status - Not Implemented

Agency Action - DHCR officials stated that they had purchased 18 new laptop computers for their
project representatives to complete reports in the field, so that the reports are prepared in
a timely manner and are useful.  However, they were unable to provide proof that these
laptops had effectively enabled the representatives to document site visits in a timely
manner and provide useful information for addressing vacancy losses and tenant accounts
receivable.

Recommendation 4

Determine whether there is a documented and legally valid basis for using the Jamaica Hospital
Staff Housing Project for nonresidential purposes.  If not, take steps necessary to bring the use
of the premises into compliance with the Law.
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Status - Not Implemented

Agency Action - DHCR officials stated that they are reviewing this recommendation and are still
undecided on how to proceed with this issue.

Major contributors to this report were Howard Feigenbaum, Stuart Dolgon and Joseph
Smith. 

We would appreciate your written response to this report within 30 days, indicating any
actions planned or taken to address any unresolved matters discussed in this report.  We also thank
the management and staff of DHCR for the courtesies and cooperation extended to our auditors
during this review.

Very truly yours,

Kevin M. McClune 
Audit Director

cc: Charles Conaway


