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President and Chief Executive Officer 
NYS Housing Finance Agency 
641 Lexington Ave. 
New York, NY  10022 
 
       Re: Report 2007-F-1 
Dear Ms. Almodovar: 
 

Pursuant to the State Comptroller’s authority as set forth in Article X, Section 5 of the State 
Constitution; and Article II, Section 8 of the State Finance Law, we have followed up on the actions 
taken by officials of the New York State Housing Finance Agency, the State of New York Mortgage 
Agency, and affiliated agencies and corporations (i.e., the New York State Affordable Housing 
Corporation, the State of New York Municipal Bond Bank Agency, and the Tobacco Settlement 
Financing Corporation) to implement the recommendations contained in our audit report, Internal 
Controls Over Financial Operations (Report 2004-S-9), issued March 3, 2005.   
 
Background, Scope and Objective 
 

The New York State Housing Finance Agency (HFA) and the State of New York Mortgage 
Agency (SONYMA) are public benefit corporations created to support housing and homeownership 
programs.  Both HFA and SONYMA issue bonds to finance their operations.  HFA and SONYMA 
also provide staff and administrative support to two other bond-issuing agencies that have no staff of 
their own (the State of New York Municipal Bond Bank Agency and its subsidiary, the Tobacco 
Settlement Financing Corporation).  The New York State Affordable Housing Corporation, is a 
subsidiary of HFA, and often works closely with SONYMA.  The New York State Project Finance 
Agency, another bond-issuing agency, dissolved as of February 27, 2005.  This agency also received 
HFA and SONYMA staff and administrative support at the time of our initial audit.  
 

While these agencies sometimes function independently of one another, they are closely 
interrelated in many ways.  For example, all five remaining agencies are overseen by a single 
President and Chief Executive Officer, and a single Chairman, and all five agencies share a single 
Chief Finance Officer.  The five agencies also share some of the same employees.  As of December 
31, 2006 a total of 207 individuals are employed by three agencies and the time of some of these 
staff are allocated among the other two agencies that do not have a payroll.  At the same time, the 
five agencies have five separate Boards of Directors/Members (although the Board 
directors/members of subsidiary agencies are the same individuals), and separate programs and 
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missions.  For the most part, our initial audit addressed areas of operation that related to all six, then 
existing agencies; consequently, we generally referred to the Agency as meaning all six agencies.  
For this follow-up report, we generally refer to the Agency as meaning the remaining five agencies.  
When we address areas that are specific to one agency, we refer to that agency by name.  
 

Our initial audit report examined internal controls over financial operations at the Agencies 
to determine whether adequate systems of internal control had been established over basic financial 
operations.  We determined that an appropriate control environment had been established and 
maintained at the Agency.  Each quarter, department heads are required to certify to the adequacy of 
the internal controls in their departments, and each year they must perform formal risk assessments 
to determine whether controls need to be strengthened in any way.  The Agency has also developed 
written policies and procedures, and established appropriate control activities, in a number of 
financial areas.  For example, project revenues are reconciled monthly to bank statements, purchases 
are monitored by an automated tracking system, administrative expenses are regularly compared 
against approved budget levels, and backup and disaster recovery procedures have been established 
for the Agency’s computer systems.  
 

Our initial audit report also determined that improvements were needed in a number of areas: 
employee time and attendance controls, certain purchasing controls, documentation of contract 
award practices, equipment inventory controls, various aspects of corporate governance, certain 
financial reporting practices, certain controls relating to the debt-issuance process, and revenue 
collection practices.  For example, certain types of contracts are not included in a required annual 
report that is supposed to list and describe the Agency’s contracts, and written policies and 
procedures have not been developed for the process that is used in setting salaries for more than 30 
Agency executives and managers not covered by collective bargaining agreements.  In addition, we 
were unable to determine whether 8 of the 15 contracts we reviewed met the Agency’s contractor 
selection requirements, because the documentation provided by the Agency contained insufficient 
information. The objective of our follow-up, which was conducted in accordance with generally 
accepted government auditing standards, was to assess the extent of implementation as of March 14, 
2007 of the 27 recommendations included in our initial report. 
 
Summary Conclusions and Status of Audit Recommendations 
 

We found that Agency officials have made substantial progress in correcting the problems 
we identified.  However, additional improvements are needed.  Of the 27 prior audit 
recommendations, 22 recommendations have been implemented, 1 recommendation has been 
partially implemented and 4 recommendations have not been implemented. 
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Follow-up Observations 
 

Recommendation 1 
 

Take action to improve the Human Resource Department’s review of time sheets and maintenance of 
employee accrual balances. 
 
Status - Implemented 
 
Agency Action - We verified that the Agency has taken action to improve the Human Resource 

Department’s review of timesheets and maintenance of employee accrual balances.  The 
Agency replaced the temporary employee that was responsible for reviewing timesheets with 
a permanent employee (Human Resource Assistant) on September 22, 2005.  Starting in 
September 2004, the Deputy Director of Human Resources conducts timesheet reviews for 
accuracy, appropriate signatures and accuracy of data entered into the Human Resource 
Information System.  From September 22, 2004 to June 30, 2006, 100 percent of the 
timesheets were reviewed; thereafter 20 percent of all timesheets are reviewed on a quarterly 
basis.  These reviews, conducted by the Deputy Director of Human Resources, are certified 
in writing to the Chief Operating Officer.  We assessed the Agency’s reviews of timesheets 
for a six month period and found that their process of identifying and correcting timesheet 
errors is effective. 

 
Recommendation 2 

 
Monitor temporary employees more closely to ensure that they take meal breaks. 
 
Status - Implemented 
 
Agency Action - We reviewed a sample of 5 timesheets for three different temporary employees 

that worked for the Agency between 2005 and 2006 and found that they took all required 
meal breaks. 

 
Recommendation 3 

 
Discontinue the special flextime work schedule unless the union agreement authorizing the schedule 
can be documented.  If the agreement can be documented, and the use of 15-minute breaks at the 
beginning or the end of the work day is determined to be appropriate, ensure that the schedule is 
used only by those employees who are specifically authorized to do so. 
 
Status - Implemented  
 
Agency Action - Agency officials provided documentation of the special flex-time schedule - it is 

documented in the Memorandum of Understanding between SONYMA and Local 2110 
AFL-CIO effective May 1, 1997.  Effective May 1, 2005, (as per new collective bargaining 
agreement) the Agency established new procedures governing limited flextime for 
SONYMA employees.  The Flextime schedule is no longer available for new employees, 
however the six employees who were already on the schedule were allowed to remain on the 
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schedule but are being closely monitored.  The Flextime schedule will be completely 
abolished when these six employees leave the organization. 

 
Recommendation 4 

 
Develop detailed written procedures for the purchase order process. 
 
Status - Implemented  
 
Agency Action - We verified that the Agency developed comprehensive written procedures for the 

purchase order process; this is in addition to their revised Procurement and Contract 
Guidelines.  

 
Recommendation 5 

 
Take action to improve Agency compliance with the requirements of the purchase order process. 
In particular: 
 

• ensure that required prior approvals have been obtained and budgeted funds are 
available before purchase orders are processed, and 

 
• ensure that payments are made within 30 days of the receipt of the goods or services. 

 
Status - Partially Implemented  
 
Agency Action - Based on our review of ten randomly selected purchase order transactions and the 

related invoices and vouchers we conclude that the Agency is taking action to improve 
compliance with the requirements of the purchase order process.  Our review found that all 
ten purchase orders contained appropriate prior approval; and that budgeted funds were 
available before each purchase order was processed.  In seven of ten instances payment was 
made within 30 days of the receipt of goods and/or services.  For the remaining three 
instances payment was made between two and three days after the required 30 days.  One of 
three late payments was due to a discrepancy in the vendor’s name; the time the Agency 
spent clarifying this issue resulted in the delay in payment. 

 
Recommendation 6 

 
Track purchases of periodicals on the Agency Purchase Order System. 
 
Status - Implemented  
 
Agency Action - We verified that the purchase of periodicals is now tracked by the Agency’s 

Purchase Order System.  
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Recommendation 7 
 
Fully document the contract award process for all contracts subject to the requirements contained in 
the Agency’s Procurement Guidelines, and maintain this documentation on file. 
 
Status - Implemented  
 
Agency Action - The Agency created a consolidated Procurement and Contract Guidelines for use in 

the award, monitoring and reporting of procurement contracts, dated December 15, 2005. 
These Guidelines include documentation and record retention requirements.  Contract 
documents are scanned in and maintained by a newly appointed Contract Administrator.  

 
Recommendation 8 

 
Establish comprehensive written policies and procedures governing equipment and asset 
management. 
 
Status - Implemented  
 
Agency Action - As of January 1, 2005 the Agency established comprehensive written policies and 

procedures governing equipment and asset management.  We were provided with a copy of 
the established policies.  

 
Recommendation 9 

 
Add appropriate details to the information in the inventory records, and periodically provide 
inventory reports to management. 
 
Status - Implemented 
 
Agency Action - The Agency established and implemented a new Inventory Control System on 

January 1, 2005.  We reviewed the August 2006 inventory report created from the new 
system and determined that it contains appropriate details.  Inventory reports are signed by 
the Assistant Vice President of Administration and are periodically provided to management.  

 
Recommendation 10 

 
Dispose of obsolete and unneeded computer-related equipment, and delete the items from the 
inventory records. 

 
Status - Not Implemented 
 
Agency Action - Agency officials indicate that as of January 29, 2007, they are in the middle of a 

RFP process to provide for the disposal of obsolete and unneeded computer-related 
equipment.  
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Recommendation 11 
 
Develop written policies and procedures for the process of setting salaries for Agency executives 
and other employees not covered by collective bargaining agreements.  Require full Board 
involvement in this process. 
 
Status - Implemented  
 
Agency Action - We verified that the Agency developed written policies and procedures, dated 

December 1, 2005, for the process of setting salaries for Agency executives and other 
employees not covered by collective bargaining agreements.  The full Board is involved in 
the process. 

 
Recommendation 12 

 
Maintain a usage log to account for the miles driven with Agency vehicles. 
 
Status - Implemented 
 
Agency Action - The Agency now maintains a usage log to account for miles driven with the 

Agency vehicles.  We reviewed the usage log for both the President’s vehicle and the pool 
car for January 2007 and determined that a record of miles driven with the Agency vehicles 
is being maintained. 

 
Recommendation 13 

 
Assign a vehicle to the HFA Chairman only if it can be shown that the assignment is not contrary to 
the language in Article III, Section 43, of the New York State Housing Finance Agency Act. 
 
Status - Implemented  
 
Agency Action - Agency officials stated that, as of January 1, 2007, the HFA Chairman is no longer 

assigned a vehicle.  The vehicle previously assigned to the Chairman has become an Agency 
pool vehicle. 

 
Recommendation 14 

 
Develop written policies and procedures governing the use of corporate and gasoline credit cards. 
Include provisions for eligibility, authorization, required documentation (e.g., receipts), personal 
use, limitations and restrictions. 

 
Status - Implemented  
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Agency Action - We verified that the Agency developed written policies and procedures governing 
the use of corporate and gasoline cards.  The procedures, dated November 30, 2006, include 
provision for eligibility, authorization, documentation, limitation and restrictions. 

 
Recommendation 15 

 
Ensure that all required reports and guidelines are reviewed and approved by the Agency Boards of 
Directors/Members. 
 
Status - Implemented 
 
Agency Action - Agency officials informed us that required reports are always submitted to the 

Agency Board of Directors for review and approval, and noted that the instances that we 
found were an aberration.  We confirmed that the HFA and SONYMA Annual Reports on 
Investments and Annual Procurement Contract Reports for fiscal years 2004 and 2005 were 
approved by their respective Boards.  

 
Recommendation 16 

 
Develop a Statement of Board Duties for all the Agency Boards of Directors/Members. 
 
Status - Implemented  
 
Agency Action - We verified that the Agency has developed Governance Guidelines.  These 

Guidelines include the roles and function of Board Members. 
 

Recommendation 17 
 
Include COI [cost-of-insurance] contracts in the Agency’s quarterly and annual procurement 
reports.  Report the actual cost of each COI contract and the name of the contracting firm. 
 
Status - Implemented 
 
Agency Action - The Agency provided documentation to validate that COI contracts are included in 

their quarterly and annual procurement reports.  The report includes the actual cost of each 
COI contract and the name of the contracting firm. 

 
Recommendation 18 

 
Revise the format of the procurement reports to make the information easier to understand, and 
include all contracts with activity, but not necessarily payments, for the reporting period. 
 
Status - Implemented 
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Agency Action - We confirmed that the Agency revised the format of the procurement reports to 
make the information easier to understand.  The revised reports include all contracts with 
activity, as well as the related payment amounts, for the reporting period. 

 
Recommendation 19 

 
Ensure timely submission of the annual financial information required by the State Comptroller’s 
Regulation on Accounting and Reporting for Public Authorities. 
 
Status - Not Implemented   
 
Agency Action - Agency officials reiterated their initial response to this recommendation.  They 

stated that their external auditors are unable to provide the required information within 90 
days of the end Agency’s fiscal year. 

 
Recommendation 20 

 
Develop a comprehensive policy and procedures manual for the Agency’s debt-issuance activities. 

 
Status - Implemented  
 
Agency Action - We verified that the Agency developed a comprehensive procedures manual for 

their debt-issuance activities. The manual was established in August 2005. 
 

Recommendation 21 
 
Annually update and/or recertify the listings of prequalified COI contractors. 
 
Status - Not Implemented 
 
Agency Action - The Agency does recertify their listing of prequalified COI contractors, however 

this is not performed on an annual basis.  The recertification is done whenever there is a 
change in the panel of COI contractors. 

 
Recommendation 22 

 
Develop policies requiring that: COI contracts be rotated among firms, caps be established for all 
COI contracts, and full Board approval be required for COI contracts. 
 
Status - Not Implemented  
 
Agency Action - The Agency maintains its current procedures provide for the rotation of firms 

based upon their qualifications and the uniqueness of their particular expertise to the bond 
transaction.  They state that caps are established for certain COI and that cost of others are 
driven by market conditions and the complexity of the transaction.  We maintain that the 
Agency’s processes could be strengthened by the adoption of policies explicitly requiring or 
promoting the rotation of firms, establishing caps for all COI contracts and requiring full 
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Board approval for all such contracts. 
 

Recommendation 23 
 
Ensure that COI costs are appropriately capitalized. 
 
Status - Implemented  
 
Agency Action - We reviewed the control trial balance and the journal entry for the fiscal year 

ended October 31, 2006 and found that COI costs were capitalized.  
 

Recommendation 24 
 
Establish written policies and procedures for the revenue collection process, and evaluate the 
feasibility of consolidating the existing decentralized collection process. 
 
Status - Implemented  
 
Agency Action - We verified that the Agency established written policies and procedures, on March 

30, 2006, for the revenue collection process.  The collection process is more centralized, 
with all checks going directly to either the Treasury Department or the respective agencies’ 
lock box. 

 
Recommendation 25 

 
Ensure cash deposits are recorded timely. 
 
Status - Implemented  
 
Agency Action - We reviewed a sample of five randomly selected cash deposit transaction in 2007 

and found that all five transactions were recorded within a day of its receipt. 
 

Recommendation 26 
 
Establish a written policy requiring the cancellation of outstanding checks after a certain time 
period. Monitor outstanding checks to ensure compliance with the policy.  
 
Status - Implemented  
 
Agency Action - We verified that the Agency established written policies requiring the cancellation 

of outstanding checks in excess of six months.  The guidelines are posted in the 
Agencies’ Accounting Policy Manual.  We reviewed the list of outstanding payments and the 
bank reconciliation for the period ending October 31, 2006 and found that there were no 
checks outstanding in excess of six months.  
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Recommendation 27 
 
Revise the Agency’s investment guidelines to accurately reflect expectations for short-term 
investments, and obtain written agreements for investments in accordance with the guidelines. 

 
Status - Implemented  
 
Agency Action - We verified that the Agency revised its Treasury Procedures manual to reflect 

investment obligations for short-term investments.  The modified guidelines require that 
Collateralized Investment Agreements be in writing. 

 
Major contributors to this report were Myron Goldmeer and Diane Gustard. 

 
We would appreciate your response to this report within 30 days, indicating any actions 

planned to address the unresolved issues discussed in this report.  We also thank the management 
and staff of the Agency for the courtesies and cooperation extended to our auditors during this 
process. 

 
Very truly yours, 

 
 
 

Cindi Frieder 
Audit Manager 

 
cc:  Lisa Ng, Division of the Budget 


