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AUDIT OBJECTIVE 
 
The objective of our audit was to address the 
following questions relating to the Housing 
Finance Agency’s (HFA) Senior Housing 
Financing Program (Program): (1) Do tenants 
accepted into Program-funded housing 
development units meet age and income 
eligibility requirements; and (2) do Program-
funded housing developments submit required 
compliance reports and certifications to HFA 
and maintain significant legal documents in 
tenant files? 
 

AUDIT RESULTS - SUMMARY 
 
Overall, we found most tenants living in 
Program-funded senior housing developments 
met age and income eligibility requirements, 
based on documentation maintained by the 
housing development managing agents. 
 
We reviewed a judgmental sample of 130 
tenant files at six Program developments 
throughout the State and identified two 
tenants that did not meet the minimum age 
requirement at the time of the initial lease.  
We found all of the 130 tenants in our 
judgmental sample met the income 
requirements, based upon the information 
included in the development managing 

agent’s files.  However, our analysis of the 
documents contained in these files, leads us to 
believe there needs to be some improvements 
in the verification of income. 
 
We found that Program-funded housing 
developments submit required reports and 
certifications, but noted some submitted them 
late.  We also found some lease agreements 
were not current and some required HFA 
lease riders were missing. 
 
Our report contains six recommendations to 
improve controls over verifying and 
monitoring age and income requirements and 
other Program operations.  HFA officials 
generally agreed with our recommendations. 
 
This report dated November 9, 2006, is available 
on our website at: http://www.osc.state.ny.us. 
Add or update your mailing list address 
by contacting us at: (518) 474-3271 or 
Office of the State Comptroller 
Division of State Services 
State Audit Bureau 
110 State Street, 11th Floor 
Albany, NY 12236 
 
 
 
 

 
 
 
 
 

 
 
Report 2006-S-29  Page 2 of 11  



 
 

 

 

BACKGROUND 
 
HFA was created as a public benefit 
corporation in 1960 to finance low-income 
housing.  In 2000, HFA created the Program 
to provide financing for the new construction 
and rehabilitation of affordable senior rental 
housing.  Regulatory Agreements are made 
between HFA and developers that stipulate 
the age and income requirements, among 
other conditions, for each development.  Most 
of the units funded by the Program are set 
aside for households occupied by at least one 
person who is 55 years of age or older, with 
an income at or below 50-60 percent of the 
Area Median Income (AMI). 
 
HFA’s Housing Portfolio Management unit is 
responsible for monitoring the operations of 
the Program and ensuring the housing 
developments are in compliance with the 
Regulatory Agreement.  The Program has 
provided low-cost financing, totaling $141.9 
million, to 23 apartment developments 
throughout the State.  These developments 
contain 2,549 rental units. 
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Tenant Eligibility 

 
Age Eligibility 

 
HFA’s Regulatory Agreement with each 
senior housing development sets forth the 
minimum age requirements for tenant 
eligibility.  Generally, the age requirement for 
newly constructed developments is that one 
person in the household must be 55 years or 
older on the initial lease start date.  On some 
existing developments that received funding 
for rehabilitation and were originally financed 
with Federal Housing and Urban 
Development (HUD) Section 8 funding, 
generally one person in the household must be 

62 years of age or older.  There is no 
minimum age requirement for disabled 
individuals. 
 
We reviewed a judgmental sample of 130 
tenant files at six Program developments 
throughout the State and identified two 
tenants that did not meet the minimum age 
requirement at the time of the initial lease.  At 
the Jonas Bronck development, which 
requires one family member to be at least 62 
years old, we found one tenant was 59; 
approximately 2 years and 7 months short of 
the age requirement.  At the Berkeley Square 
development, where at least one family 
member is required to be at least 55 years of 
age, we identified one tenant who was 54; 
approximately 5 months short of the 
minimum age requirement. 
 
HFA officials explained that the Jonas Bronck 
tenant was disabled and not subject to the age 
requirement.  However, they have not been 
able to provide documentation to support this.  
The tenant at Berkley Square, who was 5 
months shy of 55, was deemed eligible due to 
a mathematical error.  According to HFA 
officials, his age was calculated based on the 
year of birth without considering the month. 
 

Income Eligibility 
 
The Program is for housing of low-income 
senior citizens.  The household income 
requirement is limited to a percentage of the 
AMI, depending upon the number of persons 
in a household.  The AMI information is 
published annually by HUD and is distributed 
to each developer by HFA.  The maximum 
income requirement increases after the initial 
lease period ends.  Tenants that renew their 
lease have less stringent income eligibility 
requirements - usually 140 percent of the 
AMI. 
We found all of the 130 tenants in our 
judgmental sample met the income 

 
 
Report 2006-S-29  Page 3 of 11  



 
 

 

 

requirements, based upon the information 
included in the development managing 
agent’s files.  However, our analysis of the 
documents contained in these files, leads us to 
believe there needs to be some improvements 
in the verification of income. 
 
All income is to be reported by applicants.  
HFA’s Regulatory Agreements list examples 
of documentation that managing agents can 
use to verify the reported income (e.g., a copy 
of the tenant’s Federal income tax return, 
form W-2, or verification of income from 
third parties such as employers).  We found 
confirmation from third-party sources, such as 
the Social Security Administration and/or 
pension benefits guarantors, for most tenants’ 
self-reported income.  However, this does not 
ensure that all income is being reported.  
Managing agents should confirm prospective 
tenants’ incomes by obtaining a signed 
“Request for Copy of Tax Return” form (IRS 
Form 4506) from them.  This would enable 
managing agents to verify that all income 
reported to the IRS was reported to them.  In 
fact, we found several tenants who were very 
close to exceeding the income eligibility 
threshold. 
 
HFA officials agreed with our observation, 
stating they will instruct owners and 
management agents to utilize IRS Form 4506, 
on a going-forward basis, to confirm a 
tenant’s income. 
 
We also found that HFA does not have an 
operations manual specific to this Program for 
managing agents to use when verifying 
eligibility requirements, among other things.  
Instead, HFA relies on procedures from a 
variety of places such as a general operations 
manual, handbooks from HUD and the New 
York State Department of Housing and 
Community Renewal, and the Quadel 
Consulting Group’s Tax Credit Compliance 
System Course Book in overseeing the 

Program.  Therefore, there are no specific 
procedures to address unique situations, such 
as determining income for separated spouses. 
 
In response to our draft report, HFA officials 
indicated that due to the complex nature of 
the Program and cross section of subsidies, 
they rely on numerous resources obtained 
from a variety of sources, each of which assist 
staff in addressing circumstances as they 
present themselves.  We believe that a 
uniform, codified set of procedures, specific 
to this Program, would be of valuable 
assistance to both HFA personnel and housing 
managing agents, and would facilitate 
accurate determinations of tenant eligibility.   
 

Recommendations 
 

1. Confirm the disabled tenant at Jonas 
Bronck met eligibility requirements. 

 
2. Require managing agents to obtain a 

Request for Copy of Tax Return form 
(IRS Form 4506) from all prospective 
tenants to verify completeness of income 
with the IRS. 

 
3. Develop a policy and procedures manual. 

Include information on how to address 
unique circumstances. 

 
Monitoring Activities 

 
Examinations and Reports 

 
HFA policy is to conduct an initial tenant age 
and income compliance review for newly 
constructed housing developments or existing 
developments that received financing for 
renovations within two years of when the 
development opens or renovations are 
completed.  To do this review, HFA staff visit 
developments and conduct examinations of 
selected tenant files maintained by the 
managing agents.  The results of these 
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examinations are documented on an 
Individual Tenant File Review form.  This 
form consists of a series of questions that are 
answered by the HFA staff checking “Yes,” 
“No,” or “N/A.”  This form was used to 
document HFA’s compliance reviews for 
each of the six developments we sampled. 
 
We found the form does not include any 
questions concerning tenant compliance with 
the age requirement.  As a result, HFA does 
not document that the age requirement was 
examined and confirmed during their review.  
The form does require the HFA reviewer to 
note whether a tenant’s income was “properly 
documented, verified and properly calculated” 
by the managing agent.  However, the form 
merely elicits a “Yes” or “No” response to 
this question.  The form does not provide 
details concerning the existence and extent of 
third-party verification.  HFA should maintain 
a stronger record supporting that their field 
examinations verify compliance with basic 
Program eligibility criteria. 
 
In addition, Section 42 of the Internal 
Revenue Code requires HFA to examine 
developments that are eligible for tax credits 
at least once every three years following the 
initial review.  HFA also requires various 
reports to be submitted by the managing 
agents throughout the year.  These reports 
include a Monthly Occupancy Report, Annual 
Income Qualified Unit Report, and an Annual 
Certification of Low Income Housing Tax 
Credits Report.  With few exceptions, we 
found these field examinations were 
performed and reports received timely.  We 
shared our few report exceptions with HFA 
officials who were able to obtain missing 
reports and certifications.  However, HFA 
does need to be more attentive to any late or 
missing submissions and continue to take 
appropriate follow-up actions 

Tenant Lease, HFA Lease Rider and Tenant 
Income Certification 

 
The tenant lease and the HFA lease rider set 
forth the legal rights and obligations of the 
developer, tenant and HFA.  During our field 
examinations, we found that 19 (15 percent) 
in our sample of 130 tenant files did not have 
a current lease (Jonas Bronck - 15; Nathan 
Hale - 3; and Lexington Club at Galleria - 1), 
and 48 (37 percent) were missing the HFA 
lease rider (Berkeley Square - 19; Spring 
Manor - 15; Jonas Bronck - 12; and Nathan 
Hale - 2). 
 
HFA responded that a lease rider for Berkeley 
Square was not developed at the time of the 
development’s closing date, but HFA’s Legal 
Department is in the process of developing 
one.  At Spring Manor, HFA agreed that 
approved lease riders were not executed.  At 
HFA’s subsequent field examination on July 
13, 2006, they found lease riders available in 
the tenant files. 
 
In addition, each tenant must complete a 
Tenant Income Certification (TIC) or a HUD 
50059 form declaring their age and income.  
These documents are required to be present 
and current in each tenant’s file maintained by 
the managing agent.  We found that all but 
one tenant had one of these forms in their 
files. 
 

Recommendations 
 
4. Improve documentation of HFA eligibility 

compliance reviews. 
 
5. Ensure managing agents submit required 

reports in a timely manner. 
 
6. Ensure all leases and lease riders are 

current. 
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AUDIT SCOPE AND METHODOLOGY 
 

We conducted our performance audit in 
accordance with generally accepted 
government auditing standards.  We audited 
HFA’s Senior Housing Financing Program 
from its inception in 2000 through May 31, 
2006.  To accomplish our objective, we 
conducted field examinations at six 
judgmentally selected senior housing 
developments (Nathan Hale Apartments, 
Jonas Bronck Apartments, Berkley Square 
Apartments, Friendship House Apartments, 
Lexington Club at Galleria, and Spring Manor 
Apartments).  We examined 130 tenant files 
at these six developments.  We systematically 
selected 100 rental units from a population of 
835 rental units at these six developments.  
We then judgmentally selected an additional 
30 rental units (five per development visited) 
from files reviewed by HFA officials for 
compliance. 
 
We also interviewed HFA officials and the 
managing agent of each development to 
obtain an understanding of how age and 
income eligibility requirements are met and 
confirmed.  To further this understanding, we 
also reviewed the Regulatory Agreement for 
each development and the AMI and family 
size factors published by HUD.  We also 
verified if each tenant had a current lease and 
HFA lease rider in their files.  We also 
reviewed and analyzed selected segments of 
Section 42 of the Internal Revenue Code. 
 
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, several of which are performed by the 
Division of State Services.  These include 
operating the State’s accounting system; 
preparing the State’s financial 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 management functions do 
not affect our ability to conduct independent 
audits of program performance. 
 

AUTHORITY 
 
We performed this audit 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. 
 

REPORTING REQUIREMENTS 
 
A draft copy of the matters contained in this 
report was provided to HFA officials for their 
review and comment.  Their comments were 
considered in preparing this report.  HFA 
officials generally agreed with our 
recommendations and indicated they have, or 
will take action to implement them.  A 
complete copy of HFA’s response is included 
as Appendix A. 
 
Within 90 days after final release of this 
report, as required by Section 170 of the 
Executive Law, the President of the New 
York State Housing Finance Agency 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 not implemented, the 
reasons therefor. 
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CONTRIBUTORS TO THE REPORT 
 
Major contributors to this report include 
Frank Houston, Cindi Frieder, Myron 
Goldmeer, David Louie, Jean-Renel Estime, 
Gerry Vasquez and Sue Gold. 
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