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Dear Commissioner Towns: 
 

We audited the New York State Division of Housing and Community Renewal’s 
(Division) compliance with the Private Housing Finance Law provision for granting preference 
to disabled veterans in admission to Mitchell-Lama projects.  

 
On November 27, 2007, the Private Housing Finance Law (Law) was amended to require 

housing companies to provide disabled veterans with a preference in admission to Mitchell-Lama 
housing developments. In advance of that Law’s enactment, the Division issued a memorandum 
on November 6, 2007, directing housing companies on how they should implement the Law. The 
Division now requires housing companies to revise their tenant selection procedures, marketing 
advertisements, outreach letters, and apartment applications to give disabled veterans priority 
consideration for available housing. In addition, the housing companies were to notify existing 
waiting list applicants of this new priority.  

 
We found housing companies failed to follow the Division’s guidance. The Division also 

failed to monitor the housing companies adequately. As a result, disabled veterans have not 
received the intended housing preference.  

 
According to the centralized Mitchell-Lama Automated Waiting List maintained by the 

Division and updated by the housing companies, the names of disabled veterans appeared on the 
waiting lists of 14 housing companies. A total of 25 disabled veterans were on these lists, 
including 16 who either were inactive or remained on the list because the housing development 
had no vacancies. Four of the remaining nine had been granted the disabled veteran preference, 
while five (each at a separate development) had not. In fact, we found 66 applicants had been 
offered a unit ahead of these five disabled veterans. In addition, we found 16 applicants had 
actually been placed in units ahead of four of the five disabled veterans. The fifth had been 
placed in a unit, but that occurred only after others had been offered the unit. When we asked 



- 2 - 
 

    

why the disabled veterans had not been given the required preference, the housing companies 
generally said it was an oversight. A representative of one of these housing companies told us 
they were not aware of the requirement.  
 

Division officials stated some of the individuals identified on the waiting list as disabled 
veterans had later been found ineligible (in some cases due to income qualifications) or deemed 
to be inactive as they did not respond to correspondence. Had these individuals been afforded the 
preference at the time it should have been provided, they might have been eligible for a unit.   
 

Importantly, Division management approves the selection of applicants for most 
Mitchell-Lama developments, explaining that they examine the order in which the applicant is 
selected, to ensure that other applicants have not been skipped unfairly and that preferences have 
not been afforded to unqualified applicants. However, officials stated that they do not review the 
waiting list to identify names of disabled veterans on the list. By failing to oversee this process 
adequately, Division management has contributed to disabled veterans not receiving the intended 
preference.  

 
We visited these 14 housing developments, along with four others that did not have a 

disabled veteran on their waiting lists. We found the following: 
 

 Eight developments were required to have a tenant selection plan. Three of them had not 
updated their plans to include disabled veteran preference.  

 
 Six developments had placed advertisements since the change in the Law.  Five of them 

had not mentioned the disabled veteran preference even though the advertisements had 
been approved by the Division for publication. Division officials pointed out that just two 
advertisements had been placed by companies with existing vacancies. However, the 
existence of vacancies does not change the requirement that the preference be advertised.  

 
 Eight of the 17 developments that had open waiting lists since the Law changed had not 

updated their applications. Two had updated them only after hearing we were reviewing 
compliance with the Law.  
 

 Seven of the 18 housing developments had not sent letters to applicants on their waiting 
list, informing them of the change in the Law. One development sent the letters as a result 
of our audit. In response to the letters sent by that development, one applicant claimed 
disabled veteran status and has since been interviewed for an apartment. 
  

 The Division had reviewed tenant selection practices and prepared Management Field 
and Office Reports on 14 of the 18 developments. None of these reports identified 
deficiencies, although we found problems at 13 of the 14 developments.  
 
Division officials state that they took numerous steps to advise housing developments of 

the new requirements, including reflecting these changes in updated regulations, field 
representative tenant selection review procedures, and tenant selection material posted on the 
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Division’s website. Officials also stated they responded to housing company inquiries about how 
to implement the change. Despite these additional measures, we found many housing 
developments we visited were either not aware of the preference or were not in compliance with 
the new requirements. When we asked whether any additional memos had been sent to housing 
developments regarding the preference, Division officials informed us the only guidance sent to 
the housing companies was the original memo. 

 
Recommendations 
 

1. Train Housing Management Representatives to properly review housing company 
compliance with applicable laws and Division guidance.  

 
2. Increase monitoring of housing company compliance with applicable laws and Division 

guidance.  
 

   Division officials agree with both recommendations and, in responding to our draft report, 
indicate they have taken action and will take additional steps to implement them. 

 
Audit Scope and Subsequent Event  
 

 Our audit covered the period November 1, 2007, through September 7, 2010, and 
focused on housing companies located within New York City.  Subsequent to our audit, on 
September 12, 2010, the Law was amended to extend admission preference for all veterans who 
served during time of war, and their surviving spouses, regardless of disability, who are residents 
of New York State. This change is likely to significantly increase the number of individuals 
eligible for preference and therefore makes it even more critical that the Division makes the 
changes we recommend.  

 
Audit Authority and Methodology  
 

The audit was based on the State Comptroller’s authority under Article V, Section 1, of 
the State Constitution; and Article II, Section 8, of the State Finance Law. To accomplish our 
objectives, we met with Division and housing company officials to gain an understanding of how 
they were complying with the Law. We visited 18 housing companies located within New York 
City and reviewed documentation regarding their tenant selection practices. We also reviewed 
the centralized automated waiting list.  

 
 We did our audit according to generally accepted government auditing standards.  Those 
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based on our audit objectives.  We 
believe the evidence obtained provides a reasonable basis for our findings and conclusions based 
on our audit objectives. 

 
In addition to being the State Auditor, the Comptroller performs certain other 

constitutionally and statutorily mandated duties as the chief fiscal officer of New York State.  
These include operating the State’s accounting system; preparing the State’s financial 
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statements; and approving State contracts, refunds, and other payments.  In addition, the 
Comptroller appoints members to certain boards, commissions, and public authorities, some of 
whom have minority voting rights.  These duties may be considered management functions for 
purposes of evaluating organizational independence under generally accepted government 
auditing standards.  In our opinion, these functions do not affect our ability to conduct 
independent audits of program performance.  A draft copy of this report was provided to 
Division officials for their review and comment.  Their comments have been considered in 
preparing this final report, and are included as Appendix A. 

  
Within 90 days of the final release of this report, as required by Section 170 of the 

Executive Law, the Commissioner of the Division of Housing and Community Renewal shall 
report to the Governor, the State Comptroller, and the leaders of the Legislature and Fiscal 
Committees, advising what steps were taken to implement the recommendations contained 
herein, and where recommendations were not implemented, the reasons therefor. 

 
Major contributors  
 
David R. Hancox, John Buyce, Cindi Frieder, Myron Goldmeer, Daniel Raczynski, 

Legendre Ambrose, Nicholas Angel, Menard Petit-Phar 
 
We wish to thank the management and staff of the Division of Housing and Community 

Renewal for the courtesy and cooperation extended to our auditors during this audit. 
 
 
. 

        Very truly yours, 
                                                 

  
          John  Buyce, CPA, CIA, CGFM 
          Audit Director 

 
 
 
cc:   Jon Brown, Director of Internal Audit 
       Thomas Lukacs, DOB  
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*State Comptroller’s Comment:  At the time of the audit, housing company 
officials agreed that these five applicants who were identified as disabled veterans 
did not receive the required preference, and that other applicants were offered 
units before them.  Further, and noted in the report, the housing companies agreed 
that these were oversights, with one company stating that they were not even 
aware of this preference. 

* 
 


