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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability

November 2012

Dear Housing Authority Offi cials:

A top priority of the Offi ce of the State Comptroller is to help public authority offi cials manage 
authorities effi ciently and effectively and, by so doing, provide accountability for tax dollars spent 
to support authority operations. The Comptroller oversees the fi scal affairs of authorities statewide, 
as well as authorities’ compliance with relevant statutes and observance of good business practices. 
This fi scal oversight is accomplished through our audits, which identify opportunities for improving 
operations and Board governance. Audits also can identify strategies to reduce authority costs and to 
strengthen controls intended to safeguard local authority assets.

Following is a report of our audit of the Saratoga Springs Housing Authority, entitled Board Oversight 
and Internal Controls Over Payroll and Employee Benefi ts. This audit was conducted pursuant to the 
State Comptroller’s authority as set forth in Article X, Section 5 of the State Constitution.

This audit’s results and recommendations are resources for public authority offi cials to use in 
effectively managing operations and in meeting the expectations of taxpayers. If you have questions 
about this report, please feel free to contact the local regional offi ce for your county, as listed at the 
end of this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Offi ce of the State Comptroller
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Saratoga Springs Housing Authority (Authority) is located in the City of Saratoga Springs (City) 
in Saratoga County. The Authority was established pursuant to Section 450 of the Public Housing Law 
to provide low-rent housing for qualifi ed individuals in accordance with relevant provisions of State 
Public Housing Law and the rules and regulations prescribed by the Federal Department of Housing 
and Urban Development (HUD).  The Authority receives the majority of its funding from HUD 
and the expenditure of those funds must comply with applicable HUD requirements. The Authority’s 
2011-12 operating budget for the low-income housing program totaled approximately $2.3 million.

The Authority’s Board of Commissioners (Board) is comprised of seven commissioners: fi ve 
appointed by the City Mayor and two elected by the tenants. The Authority generally operates 
independently of the City, managing its own operational and fi nancial affairs. The Authority’s day-
to-day operations are generally the sole responsibility of its Executive Director (Director). The 
Accountant is the Authority’s chief fi nancial offi cer.   

Scope and Objective

The objective of the audit was to examine internal controls over selected Authority fi nancial operations 
for the period July 1, 2010 to February 21, 2012. Our audit addressed the following related questions:             

• Does the Board adequately monitor fi nancial activities, including disbursements, to ensure that 
Authority assets are safeguarded?

• Are internal controls over payroll and employee benefi ts appropriately designed and operating 
effectively to adequately safeguard Authority assets?   

Audit Results 

Recently, the Authority has been the subject of a signifi cant amount of media scrutiny expressing 
concerns of potential fi nancial irregularities and spending practices on salaries, travel and business 
expenses.  

While the Board was involved in overseeing Authority operations, we found areas for improvement.  
The Board did not institute the appropriate internal controls in regards to the approval of travel to 
conferences and the process of approving claims prior to payment. This resulted in the payment of 
nearly $12,000 in questionable travel costs.  
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We tested 75 vendor payments totaling $449,333 and found that claims were nearly always paid without 
any review by Board members. We also determined that the Authority violated its ethics policy when 
using a business owned by the Director’s brother to service its vehicles. 

The Board did not compensate the Director – whose 2011-12 salary was $144,921 – in accordance 
with the Authority’s personnel policy or at an amount similar to other Directors of neighboring housing 
authorities.  Board members indicated that they paid him a higher salary amount because they did not 
back-fi ll his prior position as project manager, effectively combining the two positions. The Director’s 
Board-approved fi ve year rolling contract potentially exposes the Authority to pay four years’ salary if 
it decides not to continue his employment. 

We found that the Director’s use of an Authority vehicle was authorized and in compliance with 
contractual provisions, and this benefi t was not unusual by industry standards. We also determined 
that the Accountant’s salary compares favorably with the City’s Finance Director and with the chief 
fi nancial offi cers in other housing authorities. Although the Accountant controls the entire payroll 
process with little or no oversight, our review of her payroll records disclosed no defi ciencies.

Comments of Authority Offi cials

The results of our audit and recommendations have been discussed with Authority offi cials and their 
comments, which appear in Appendix C, have been considered in preparing this report.  Except as 
specifi ed in Appendix C, Authority offi cials generally agreed with our recommendations and indicated 
they planned to take corrective action.  Appendix D includes our comments on issues raised in the 
Authority’s response letter.
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Background

Introduction

Objective

The Saratoga Springs Housing Authority (Authority) is located in the 
City of Saratoga Springs (City) in Saratoga County. The Authority 
was established pursuant to Section 450 of the Public Housing Law 
to provide low-rent housing for qualifi ed individuals in accordance 
with relevant provisions of State Public Housing Law and the rules 
and regulations prescribed by the Federal Department of Housing 
and Urban Development (HUD).  The Authority receives the 
majority of its funding from HUD and the expenditure of those funds 
must comply with applicable HUD requirements. The Authority’s 
remaining funding consists primarily of rental income from tenants. 
The Authority’s 2011-12 operating budget for the low-income 
housing program totaled approximately $2.3 million. The Authority’s 
fi scal year runs from July 1 to June 30.

The Authority’s Board of Commissioners (Board) is comprised 
of seven commissioners: fi ve appointed by the City Mayor and 
two elected by the tenants. The Authority generally operates 
independently of the City, managing its own operational and fi nancial 
affairs. The Authority’s day-to-day operations are generally the sole 
responsibility of its Executive Director (Director). The Accountant is 
the Authority’s chief fi nancial offi cer.   

The Authority administers two main programs: the public housing 
program and the Section 8 housing program. The Authority maintains 
339 public housing units and administers 90 Section 8 Housing 
Choice Vouchers. 

Recently, the Authority has been the subject of a signifi cant amount 
of media scrutiny. There were numerous news articles and public 
complaints alleging a lack of Board oversight that resulted in nepotism 
in the selection of vendors, improper travel expenditures, improper 
expenditure of Authority funds for the benefi t of a related not-for-
profi t corporation, and an inadequate/untimely response to a major 
bed bug infestation in one of the public housing facilities. 

The objective of the audit was to examine internal controls over 
selected Authority fi nancial operations. Our audit addressed the 
following related questions:             

• Does the Board adequately monitor fi nancial activities, 
including disbursements, to ensure that Authority assets are 
safeguarded?



6                OFFICE OF THE NEW YORK STATE COMPTROLLER6

Scope and
Methodology

Comments of
Authority Offi cials and
Corrective Action

• Are internal controls over payroll and employee benefi ts 
appropriately designed and operating effectively to adequately 
safeguard Authority assets?   

We examined the fi nancial transactions of the Authority for the period 
July 1, 2010 to February 21, 2012.

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix E of this report.

The results of our audit and recommendations have been discussed 
with Authority offi cials and their comments, which appear in 
Appendix C, have been considered in preparing this report.  Except 
as specifi ed in Appendix C, Authority offi cials generally agreed with 
our recommendations and indicated they planned to take corrective 
action.  Appendix D includes our comments on issues raised in the 
Authority’s response letter.

Good management practices dictate that the Board has the 
responsibility to initiate corrective action. As such, the Board should 
prepare a plan of action that addresses the recommendations in this 
report and forward the plan to our offi ce within 90 days.
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Board Oversight

A good system of internal controls consists of policies, practices and 
procedures that allow an entity to provide reasonable assurance that its 
resources are being safeguarded and properly accounted for.  The most 
important component of internal controls is the control environment, 
or the “tone at the top.”  The Board is responsible for setting this tone 
through its management and oversight of the Authority’s fi nancial 
operations and ensuring that the Authority’s fi nancial resources 
are safeguarded. The Board fulfi lls this responsibility, in part, by 
instituting appropriate internal controls over Authority operations to 
ensure that fi nancial transactions are properly authorized, recorded, 
and reported.  According to the Federal Department of Housing and 
Urban Development directives, the Board also is responsible for 
ensuring that tenants are provided with decent, safe, and sanitary 
housing. 

While the Board was involved in overseeing Authority operations, 
we found areas in need of improvement. For example, the Board 
did not institute the appropriate internal controls in regard to the 
approval of travel to conferences and the process of approving claims 
prior to payment. This resulted in the payment of nearly $12,000 in 
questionable travel costs. We also tested 75 vendor payments totaling 
$449,333 and found that claims were nearly always paid without any 
review by Board members.

The Board should audit all claims prior to payment and ensure that 
all charges for conference attendance and travel are appropriate and 
necessary. The Authority’s travel policy states that employees or 
Commissioners must have specifi c prior authorization before travel 
expenses are paid. The policy also states that conferences, conventions, 
and meetings are limited to the number of persons necessary to cover 
the meetings adequately. Furthermore, all travel expenses must be 
recorded, signed by the traveler, and approved by the Director, or the 
Chairman or Vice-Chairman of the Board, prior to reimbursement. 
We found that the Authority did not have travel authorization forms 
that specifi cally stated dates of travel, purpose of travel, or dates in 
which travel authorization was approved.

The Authority spent approximately $46,000 on travel during our 
scope period, of which nearly $12,000 was questionable and may 
have been overspent. Appendix A includes a listing of questionable 
travel expenses. 

Questionable Travel Costs
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For example, the 2011 Legislative Forum (Forum) was held in 
Washington, D.C. from September 11-13 at a cost of $310 per 
attendee. Participants were encouraged to arrive in time for meetings 
that started Sunday morning, September 11. There also were options 
for attending classes on September 9 and 10 for an additional cost 
of up to $1,350 for those participating in the Executive Director 
Education Program (EDEP). The Board Chairman, Director and 
Clerk attended the Forum. None were registered for any additional 
EDEP classes. The Director had already completed the EDEP, and 
neither the Chairman nor the Clerk had enrolled in the program.  

The Chairman, Director, and Clerk traveled to Washington D.C. on 
September 7, 2011 and traveled back to New York on September 14, 
2011, for a total trip of eight days and seven nights.1 However, they 
only could provide us with adequate support for fi ve days and four 
nights (September 10-14). We question the need for the additional 
days. These extra days resulted in a total potential over-expenditure 
of approximately $3,000. Further, we found no evidence that clerks 
were invited to the Forum. If the trip had been shortened and the 
Clerk did not attend the Forum, the Authority would have saved 
approximately $4,850 in unnecessary travel expenses for this trip. 

The Director stated that they stayed the additional days to meet with 
policy makers and to attend EDEP classes on a walk-in, unregistered 
basis. However, the Forum agenda encouraged meetings with policy 
makers to be scheduled for September 12 and 13, in the afternoon 
during the Forum. Further, we found no evidence that any additional 
classes were registered for or attended. We did fi nd evidence of a tour 
of the Capitol Building2 on September 9, 2011 (two days before the 
Forum) indicating the Chairman, Director, Clerk, and possibly others 
took a tour of the Capitol Building instead of attending classes.3   
  
As another example, the 2011 Commissioner’s Conference 
(Conference) was held in Phoenix, Arizona from January 9-12 at 
a cost of $440 per attendee. There also were options for attending 
classes on January 7 and 8 for an additional cost of up to $1,450 for 
those participating in the EDEP. The Chairman and Director attended 
the Conference. Neither was registered for additional EDEP classes. 

The Chairman and the Director fl ew into Las Vegas, Nevada on 
January 6, where they rented a hotel room with their own funds, 
1  Hotel bills show one adult for the Chairman, one adult for the Clerk, and three 
adults for the Director, indicating that family members may have accompanied the 
Director. 
2  The 2011 tour included six passes, indicating the three travelers and possibly 
others attended the tour. 
3  The Chairman and Director took the tour during both the 2010 and the 2011 
Forums. 
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but billed the Authority for meals and incidental expenses. They 
rented a car – which they used throughout the entire trip – with 
Authority funds, drove to the Phoenix hotel on January 7 and stayed 
in Phoenix until January 12, a total of fi ve nights. They drove back to 
Las Vegas and stayed an additional three nights in Las Vegas, using 
their own funds for the Las Vegas hotel. We question the need for 
staying in Phoenix on January 7, as neither the Commissioner nor 
the Director was enrolled in the EDEP. Other questionable charges 
include the additional expense for fl ying into and out of Las Vegas, 
reimbursements for meals and incidental expenses for eight days, 
and airport parking and car expenses for the entire trip (including 
the time spent in Las Vegas), for a total potential over-expenditure of 
approximately $1,100.  

The Director also told us that his spouse accompanied him on this 
trip. The Director stated that they fl ew into Las Vegas because they 
could not get a direct fl ight into Phoenix. However, we found that 
there was a fl ight purchased by the Director directly into Phoenix on 
January 7. This ticket was canceled, and a different fl ight into Las 
Vegas was arranged for a day earlier. 

The cause for these questionable travel costs totaling $11,6894 lies in 
the Board not enforcing the required travel authorization policy and 
the lack of Board involvement in the claims audit process (see fi nding 
entitled Vendor Payment Processing).  The Board’s lack of oversight 
resulted in the Authority incurring conference and travel costs that 
are of a questionable nature or benefi t.

The objective of internal controls over vendor payments is to ensure 
that cash is disbursed only upon proper authorization, supported by 
suffi cient documentation, for valid business purposes, and properly 
recorded. To help ensure that claims are for valid Authority purposes, 
the Board should audit all claims prior to authorizing payment.  
Claims should not be approved and paid unless there is an itemized 
voucher presented to the Board that has been approved by the offi cer 
or employee who initiated the claim.

During its monthly meeting, the Board reviews and approves the 
warrant5 by resolution. Although the Director and the Accountant 
are present to answer any questions regarding individual claims, the 
Board only reviews or audits an actual claim on a limited, exception 
basis.  Further, this review and approval is done after the claim has 
already been paid.  We judgmentally selected 75 vendor payments 
totaling $449,3336 for review and found the following defi ciencies: 

Vendor Payment 
Processing

4  If the Clerk’s attendance at the 2011 Legislative Forum was allowed, the 
questionable costs would decrease to $9,871.
5  A warrant is a listing of claims.
6  Out of a total population of 1,706 low-income housing vendor payments made 
during our audit period totaling $4,474,358. See Appendix E, Audit Methodology 
and Standards, for details on our sample selection.
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• None of the payments were reviewed by the Board prior to 
payment. 

• Thirteen payments, totaling $178,612, were not suffi ciently 
itemized.

• There was no evidence that the Director verifi ed that the goods 
or services were received for 17 payments totaling $58,655. 

• We also questioned the validity of $8,549 in travel costs 
included in 17 of the payments tested. As a result of these 
fi ndings, we reviewed additional charges related to these costs 
and reported on the entire questionable amount in the section 
entitled Questionable Travel Costs.

The defi ciencies discussed above resulted from the Board’s lack 
of involvement in the claims audit process. The absence of Board 
oversight increases the possibility that payments may be made for 
unauthorized purposes, for goods or services which had not been 
received or performed, or for questionable purposes.   

The Authority’s ethics policy states that, “No Authority employee 
shall have an interest in a contract between any person and the 
Authority if, after employment, the employee has the power to 
authorize or approve payment under the contract.”7   Interest is defi ned 
in the policy as an economic or tangible benefi t that a person or 
member of his family would gain from any decision or action by the 
Board or its employees. The policy includes brother in its defi nition 
of family. 

The Authority did business with J & M Auto Repair Service (J & M), 
a fi rm owned and operated by the Director’s brother. During our audit 
period, the Authority made eight payments totaling $2,598 to J & 
M.  The Authority had been using J & M to service its vehicles since 
2002, prior to the Director’s appointment in 2006.8   

J & M Auto

7  Public Housing Law Section 36 similarly states that no member or employee 
“shall have any interest direct or indirect in any contract for materials or services 
to be furnished or used in connection with any project.”  Note that the confl ict of 
interest provisions for municipalities in Article 18 of the General Municipal Law are 
not applicable to public housing authorities (see General Municipal Law Section 
800[4]).   
8  The Director was appointed as Acting Director in August 2006 and became 
permanent as Director in November 2006. The Chairman requested a waiver 
from HUD within 30 days of the Director’s appointment, but the Authority did 
not maintain documentation of HUD’s response. HUD offi cials advised us that 
they did not have a record of the Authority’s waiver request. However, because the 
Authority was doing business with J & M prior to the Director’s appointment, the 
Authority was not required to obtain a waiver to continue using this vendor.
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We found that the Director approved J & M vouchers for payment 
and signed the Authority’s checks. As a result, the Authority did not 
comply with its own ethics policy.  The Director indicated that the 
Authority used J & M for service because it was located near his 
home in Watervliet and it was convenient for him to drop off vehicles 
for repair and walk home from the repair shop. However, we question 
the necessity for using J & M during our audit period because the 
Director moved to Halfmoon in January 2010. 

We reviewed the eight invoices from J & M, totaling $2,598, which 
were paid during our audit period and found that the prices charged 
appeared to be reasonable for the type of work or repair being done.  
However, the use of J & M was a violation of the Authority’s ethics 
policy. 
      
1.  The Board should obtain reimbursement from Authority offi cials 

and employees for the excess travel costs identifi ed in this report. 

2.   The Board should audit and approve all claims prior to payment 
and ensure that every claim is suffi ciently itemized and contains 
necessary supporting documentation to ensure that it is a proper 
Authority charge and that the goods and/or services have been 
received.

3.  The Authority should enforce its own ethics policy and 
discontinue utilizing J & M Auto Repair Service.

Recommendations
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Payroll and Employee Benefi ts

Payroll and employee benefi ts are a signifi cant operating cost to the 
Authority. Therefore, it is essential that management design and 
implement effective controls over the payroll process comprising 
well-developed policies, practices and procedures; adequate 
managerial oversight; and proper segregation of duties. 

There were numerous news articles and public complaints alleging 
payroll abuse including overly generous salary and benefi ts for the 
Director and questionable provisions in his employment contract, 
and an overly generous salary for the Accountant. 

The Board did not compensate the Director – whose 2011-12 salary 
was $144,921 – in accordance with the Authority’s personnel policy 
or at an amount similar to other Directors of neighboring housing 
authorities.  Board members indicated that they paid him a higher 
salary amount because they did not back-fi ll his prior position as 
Project Manager, effectively combining the two positions. The 
Director’s Board-approved fi ve year rolling contract potentially 
exposes the Authority to pay four years’ salary if the Board decides 
not to continue his employment. 

We found that the Director’s use of an Authority vehicle was 
authorized and in compliance with contractual provisions, and this 
benefi t was not unusual by industry standards. We determined that 
the Accountant’s salary compares favorably with the City’s Finance 
Director and with the chief fi nancial offi cers in other housing 
authorities. Although the Accountant controls the entire payroll 
process with little or no oversight, our review of her payroll records 
disclosed no defi ciencies.
 
Allegations were made that the Director was overpaid, his salary was 
not comparable with salaries of those in similar positions and his 
salary was too generous when compared to his prior salary as Project 
Manager. 

Director’s Salary − To retain qualifi ed staff, Authority employees 
should be paid commensurately with their workload and 
responsibilities. In addition, when determining compensation, the 
Authority must comply with the Federal Department of Housing and 
Urban Development (HUD) requirements regarding compensation 
levels. 

The Authority’s personnel policy contains a provision equating 
the salaries of positions in the Authority with salaries of positions 

Director’s Compensation 
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either in the City government or the City School District. The policy 
equates the Director’s salary with a Principal in the Saratoga Springs 
School District, but does not specify which of the eight Principals 
it intended to equate the Director’s salary to. The Director’s salary 
was $140,700 for the 2010-11 fi scal year.9  Although there was one 
outlier among the Principals in the School District who had a 2011 
salary of $75,837, the salaries for the other seven Principals ranged 
from $102,197 to $127,219.10  Thus, the Director’s salary exceeded 
the salaries of all the Principals in the Saratoga City School District 
by at least $13,000.

It also was alleged that the Director’s current salary was far too 
generous when compared with his prior salary of $74,707 as Project 
Manager. All three Personnel Committee members11 advised us that, 
when the Director was promoted from Project Manager in 2006, it 
was expected that he would perform his new duties as Director and 
continue to perform his prior Project Manager duties. This would 
effectively eliminate the Project Manager position. One Committee 
member also stated that there was an expectation that the Director 
also would be getting involved in some development work with the 
Saratoga Affordable Housing Group.  

After his appointment to Director, the Project Manager position was 
not fi lled and is still vacant.  When both positions were last fi lled in 
August 2006, they were budgeted at $146,319 on a combined basis. 
For the fi rst year of the Director’s contract (2009-10), his salary was 
set at $134,000.

HUD conducted a nation-wide survey of 2010 housing authority 
compensation levels, which determined that on a nation-wide basis, 
93 percent of housing authority executive directors earned less than 
$125,000. Therefore, the Director’s compensation fell within the top 
7 percent of housing authority executive directors on a nation-wide 
basis. Further, the HUD survey reported that, in the New York/New 
Jersey Region, the highest paid employee made less than $116,926 in 
75 percent of the housing authorities with 250 to 1,249 HUD units.12  
Therefore, the Director’s compensation falls within at least the top 25 
percent of housing authority executive directors on this basis. 

9  We are comparing 2010-11 salaries because 2011-12 school district salaries were 
not yet available at the time of our audit.
10  According to the Seethroughny website 
11  The Personnel Committee consists of three Board members.  We were told 
that, in their private lives, one is the Executive Director of Catholic Charities for 
Saratoga-Warren-Washington Counties, another is the Dean of Faculty (retired) 
for Skidmore College, and the third held positions as the Director of Social Work 
at St. Peter’s Hospital and as Executive Director of the Saratoga County Equal 
Opportunity Council, a NFP corporation with 150 employees. 
12  The Saratoga Springs Housing Authority maintains 339 public housing units and 
administers 90 Section 8 Housing Choice Vouchers.  
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We conducted our own survey of 2011-12 wages and benefi ts at 
four local housing authorities:  Plattsburgh, Troy, Schenectady, 
and Albany.  Our review disclosed that salaries for their Executive 
Directors (whether using that title or another) were $127,000, $96,500, 
$96,100, and $139,000, respectively.  Therefore, the Director’s salary 
of $144,921 exceeded all of the others that we surveyed.  In each of 
these cases, the housing authorities were responsible for signifi cantly 
more tenant rentals13 than in Saratoga. 

In summary, the Authority did not pay the Director in accordance 
with its policy. Further, the Director’s salary falls within the top 7 
percent of housing authority directors nation-wide and is higher than 
the four local housing authorities we surveyed. 

Performance Increases and Bonuses − The Director’s contract calls 
for an annual performance evaluation by the Personnel Committee14  

and authorizes the Committee to make recommendations to the full 
Board whether to grant salary increases and bonuses based on his 
evaluation.  He received a 5 percent salary increase for 2010-11 and 
a 3 percent salary increase for 2011-12. For 2011-12, he also was 
awarded a 5 percent performance bonus.  Salaries were frozen for all 
Authority staff for the 2012-13 fi scal year, so the Director’s salary 
will be frozen at $144,921 for the upcoming year. 

We found that the Personnel Committee had prepared a performance 
evaluation justifying the Director’s 2011-12 salary increase and 
bonus. Although documentation justifying the 2010-11 increase was 
not available, it appears that the increase resulted from a default 
provision in the Director’s contract, as discussed in more detail in the 
fi nding entitled Director’s Employment Contract. 

Salary Cap − As mentioned above, HUD surveyed compensation 
levels of the housing authorities in August 2011.  Shortly after, 
the Federal government established a temporary one-year cap of 
$155,000 on the Federal contribution to a housing authority executive’s 
salary. This cap applies only to salaries, excludes bonuses and any 
other forms of cash compensation, and applies only to HUD’s 2011-
12 fi scal year.15  Since the Executive Director’s salary was $144,921 
during the Authority’s 2011-12 fi scal year and has been frozen at the 
same level for the following year, it is below the cap. 

13  Total public housing units and Section 8 vouchers are approximately 795 for 
Plattsburgh, 2,125 for Troy, 2,390 for Schenectady, and 4,700 for Albany.
14 All Personnel Committee members also are on the Board.
15  The Federal fi scal year runs from October 1 – September 30; thus, HUD’s 2011-
2012 fi scal year runs from October 1, 2011 – September 30, 2012. 
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HUD is currently proposing a permanent cap on housing authority 
staff salaries that will take effect during HUD’s 2012-13 fi scal year. 
The permanent cap would be indexed to Federal government salary 
scales, impose limits on total cash compensation (not just salary), and 
use tiers based on the size and number of units in a housing authority to 
determine a particular housing authority’s limit.  HUD has announced 
that, if Congress does not take action, it will administratively impose 
the new cap. Under HUD’s current proposal, Federal funding for 
the compensation of any Authority staff member would be limited 
to $125,926 based on the Authority’s tier and corresponding region. 
Therefore, if this cap is enacted, Federal funding for the Director’s 
compensation would be limited to this amount.

Public employment contracts should be written with the best 
interest of the taxpayers in mind and should not expose them to 
substantial fi nancial obligations if there is substandard performance 
or unacceptable conduct by the employee. 

The Director’s employment contract includes the following 
provisions:
  

• A fi ve-year contract with an annual, automatic, one-year 
extension which becomes effective unless the Board gives the 
Director timely notice that the agreement is terminated  

• If the Director has failed to perform his duties satisfactorily, 
the Board is only permitted to terminate the one-year extension 
of his contract.  He would still have four years remaining on 
his contract.

• An automatic 5 percent increase to his salary if the Board fails 
to conduct an annual evaluation of his performance.

The Personnel Committee members told us that they had studied a 
number of other employment contracts and drafted the Director’s 
contract based on this review.  They acquired a contract that included 
a fi ve-year rolling provision at a training conference for housing 
authorities.  Board members agreed to these provisions because 
they felt it was good for both parties, as it protected the Board from 
an abrupt departure of a key staff member and the Director from 
arbitrary or politically-motivated actions. However, the Director may 
terminate his contract by giving 90 days’ written notice to the Board, 
while in essence the Board must give the Director four years’ notice.  

In the event of substandard performance or serious misconduct, 
the fi rst two contract provisions could potentially bind the Board 
to continue the Director’s employment for four more years. At his 

Director’s Employment 
Contract 



16                OFFICE OF THE NEW YORK STATE COMPTROLLER16

current salary, this would cost the Authority approximately $580,000.  
Additionally, if the Board failed to provide an annual performance 
evaluation, the default would be a 5 percent raise totaling $7,250, 
which would be added to his base salary.

In summary, these provisions expose the Authority to substantial 
fi nancial liabilities and provide only minimal protection from the 
Director’s abrupt departure because he only is required to give 90 
days’ notice to the Board to terminate his employment.   

Vehicles can be provided to employees when warranted by their 
position or job duties or as part of a compensation package and should 
be used for authorized purposes.

The Director’s employment contract16 provides him with an 
automobile at the Authority’s expense with no restrictions or limits 
on its use except that he is required to report the taxable value for 
any personal mileage to the IRS. Although he primarily used the 
Authority’s 2007 Jeep Cherokee and was allowed to take it home, the 
Authority did not have specifi c vehicle assignments. 

We reviewed the Director’s Wage and Tax Statement (W-2) fi led 
for the 2011 calendar year and found that he was reporting personal 
mileage for his daily commute as income to the IRS.  We also 
reviewed the Director's monthly mileage log for 2011 and found that 
he logged 20 personal miles for the daily round trip when he took a 
vehicle home. However, we determined that the round-trip mileage 
between the Director's home and the Authority’s administrative 
offi ces was 32 miles. Therefore, the Director underreported the 
mileage to the IRS.

To gauge whether it was common practice to provide a vehicle for the 
Director’s use, we surveyed four housing authorities.17  One of these 
housing authorities indicated that it provided its Executive Director 
with an authority vehicle without restrictions on personal use. A 
2009 Public Housing Authorities Directors Association survey also 
indicated that 16 of 51 respondents (31 percent) in the New York/
New Jersey region had exclusive use of a vehicle provided by their 
housing authority without restrictions on personal use of the vehicle. 

To determine whether usage of the 2007 Jeep Cherokee was 
excessive or had the appearance of an abuse of Authority resources, 
we examined the number of miles the vehicle had been driven.  The 

Director’s Use of Vehicle

16  The exact language is, “the Executive Director will be furnished an automobile 
at [the Authority’s] expense to be used at his own discretion in accordance with IRS 
regulations.”
17 Plattsburgh, Troy, Schenectady, and Albany
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vehicle had been driven 45,398 miles as of April 6, 2012, which is 
indicative of light usage for a vehicle of its age.

In summary, it appears that the Director’s use of an Authority vehicle 
was authorized and in compliance with contractual provisions, and 
this benefi t was not unusual by industry standards. 
 
Allegations were made that the Authority’s Accountant was overpaid, 
her salary was not in accordance with the Authority’s Personnel 
Policy, and her salary increases were too large and too frequently 
given.  

Salary − The Authority’s Personnel Policy equates the salary of the 
Authority’s Accountant with the Accountant position in the City of 
Saratoga Springs. The City’s Accountant position was eliminated in 
1991 and the corresponding duties were transferred to a new position 
of Director of Finance.18 The Authority’s Accountant’s salary was 
$85,000 during the Authority’s 2011-12 fi scal year, which was nearly 
identical to the City’s Director of Finance’s salary for the City’s 
fi scal year ending December 31, 2011.  These positions have similar 
responsibilities, except that the City’s Director of Finance supervises 
a larger staff.  

The Authority’s Accountant functions as the Authority’s Chief 
Financial Offi cer (CFO). The CFO is assisted by a clerk, who 
estimates that she spends 50 percent of her time assisting the CFO.19  
We reviewed wages and benefi ts of CFOs at four other housing 
authorities:  Plattsburgh, Troy, Schenectady, and Albany.  These 
CFOs’ salaries were $65,000, $81,000, $93,000, and $97,000, 
respectively.  Although all of the other housing authorities were 
responsible for signifi cantly more tenant rentals than in Saratoga, 
the CFOs’ responsibilities were the same.  In at least three instances, 
the CFOs of these other housing authorities had signifi cantly larger 
staffs.  The Authority’s Accountant’s salary of $85,000 in the 2011-
12 fi scal year falls within the range of the salaries of the other CFOs.

It also was alleged that the Authority Accountant’s salary increases 
were too large and too frequently given, when compared with the 
duties performed by her predecessor in the position. We determined 
that this is not the case because the job duties changed signifi cantly 
with the hiring of the current Accountant.  The former Accountant 
indicated that, during her employment, the Authority had to 
contract with a certifi ed public accountant for the performance 

Accountant

18  According to the Secretary of the City of Saratoga Springs Civil Service 
Commission 
19  These duties consist of collecting receipts (window and mail), entering them into 
the fi nancial system, preparing deposits, and contacting delinquents.  
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of many accounting and reporting functions20 which were beyond 
her capabilities. These functions are now done in-house by the 
current Accountant. In addition, the Authority contracts the current 
Accountant out to perform accounting services for other housing 
authorities, which generates fees for the Authority.  Table 1 compares 
the positions, costs and generated fees.

20  This included the performance of the year end closeout, the preparation of all 
Section 8 reports and low-rent reports for the Board and the independent auditors, 
the preparation of various budgets (the management budget, revisions for the 
Board, and subsidy budgets for the HUD Regional Offi ce), the preparation of the 
annual fi nancial report for submission to REAC, etc.

Table 1: Comparison of Current and Prior Accountants’ Salaries
Prior 

Accountant Current Accountant
Fiscal Year 2006-07 2010-11 2011-12

Salary $54,778 $80,000 $85,000
Cost Savingsa $0 ($13,620) ($13,620)
Revenues 
Generatedb

$0 ($28,831) ($24,068c)

Net Salaryd $54,778 $37,549 $47,312
a From accounting services that were formerly provided to the Authority by a CPA 
fi rm. Costs are unadjusted 2006-07 fees charged by the CPA fi rm. 
b From services provided by current accountant to other housing authorities pursuant 
to contract with the Authority 
c Includes estimated billings for May and June, 2012
d Salary less cost savings and revenues generated

As shown in Table 1, the Authority’s accounting costs have declined 
due to the hiring of the current Accountant. In summary, the current 
Accountant’s salary compares favorably with the City’s Finance 
Director and with the CFOs in the other housing authorities. In 
addition, the Authority has achieved signifi cant cost effi ciencies by 
employing this individual.

Segregation of Duties − It is important for the Board to ensure 
employees’ duties are segregated so that no single individual 
controls most or all phases of a transaction. The concentration of 
key responsibilities (e.g., entering employees and pay rates into the 
computerized payroll system, processing payrolls, and having access 
to payroll checks) with one individual signifi cantly increases the risk 
that errors or irregularities could occur and remain undetected and 
uncorrected.  When circumstances do not permit for an adequate 
segregation of duties, the Board must ensure there are mitigating 
controls, such as management oversight.

The Accountant’s payroll processing duties were not adequately 
segregated. During our audit period, she entered new employees and 
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pay rates into the payroll system with minimal oversight; had access 
to the check stock, the check signing machine, and the signature 
plates; and processed the payroll. In addition, weekly payroll journals 
were not generated and weekly payrolls were not certifi ed by the unit 
supervisor.  The Authority had some mitigating controls in place. For 
example, the Director reviews each check and signs checks with the 
check signing machine. However, this is only done during normal 
business hours. Because the Accountant had unlimited access after-
hours to the check signing machine, signature plates, and blank 
checks, this mitigating control was not suffi cient to compensate for 
the control weaknesses we identifi ed.

We conducted various tests to verify that those on the payroll 
were bona fi de employees; payments made were for work actually 
performed, at the proper rates and in the proper amounts; and that 
payroll records and reports were accurate.  Although our testing did 
not disclose any signifi cant exceptions, the internal control weaknesses 
over payroll increase the chance that errors or irregularities could 
occur and not be detected and corrected in a timely manner. 

4.  The Board should review and amend the personnel policy to refl ect 
the Authority’s current staffi ng needs in compliance with HUD 
requirements.

5.   In future negotiations, the Board should align the Director’s salary 
with industry comparables and Federal requirements.  The Board 
should not agree to contract language that prohibits the Board 
from dismissing an unsatisfactory employee without incurring a 
substantial fi nancial burden or that establishes default mechanisms 
that result in automatic contract extensions or salary increases.

6. Authority offi cials should give full consideration to HUD 
requirements when making employment decisions and, when 
necessary, seek legal counsel.

7.   Authority offi cials should adequately segregate payroll processing 
duties.   

Recommendations
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APPENDIX A

QUESTIONABLE TRAVEL COSTS

Table 2: Questionable Travel Costs 

Questionable Cost 
Description

2010 
PHADA 

Legislative 
Forum, 

Washington 
D.C.

2011 
PHADA 

Legislative 
Forum, 

Washington 
D.C.a

2011 PHADA 
Commissioner's 

Conference, 
Phoenix, AZ

2011 PHADA 
Annual 

Convention and 
Exhibition, New 

Orleans, LA

2012 PHADA 
Commissioner's 
Conference, Ft. 
Lauderdale, FL Total

Meals and Incidental 
Expenses

$426.00 $958.50 $426.00 $284.00 $426.00 $2,520.50 

Hotel $1,254.00 $2,707.00 $358.00 $800.00 $1,559.94 $6,678.94 
Hotel Tax $181.86 $392.58 $47.50 $116.00 $171.60 $909.54 
Hotel Parking $110.88 $72.00 $25.00 $73.92 $60.42 $342.22 
Airport Parking $28.50 $28.50 $33.33 $19.00 $28.67 $138.00 
Car Rental $95.25 $240.34 $121.62 $62.14 $77.28 $596.63 
Clerk's Registration Fee  $310.00    $310.00 
Clerk's Airfare  $139.40    $139.40 
Additional Airfare for 
Flying into Las Vegas

  $53.60   $53.60 

Total Questionable Costs $2,096.49 $4,848.32 $1,065.05 $1,355.06 $2,323.91 $11,688.83 
a  If it was necessary for the Clerk to attend this conference, total questionable costs would be $9,871.
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APPENDIX B

OTHER ISSUES OF PUBLIC INTEREST

Pest Control/Bed Bugs

Bed bugs are bloodsucking insects that infest households and require diligence to be eliminated. 
Although bed bug populations dropped dramatically during the mid-20th century, the United States is 
one of many countries now experiencing an alarming resurgence in the population of bed bugs. The 
cost of effectively eliminating bed bugs may be signifi cantly more than the cost of eliminating other 
pests because bed bug control usually requires multiple visits by a licensed pest control operator and 
diligence on the part of those who are experiencing the infestation. Control in multi-family homes is 
much more diffi cult than in single-family homes because bed bugs frequently travel between units. 
Therefore, to help eliminate pest infestations in a timely manner, it is important for the Board to 
develop and implement a pest management plan21 that outlines the steps to take when infestations 
occur.

The Authority’s fi rst confi rmed report of bed bugs at its Stonequist Apartments occurred in September, 
2011. After the fi rst report, the Board received monthly updates and discussed the bed bug situation 
at nearly every meeting.  The Board relied on the Director and his staff to handle the situation. The 
Authority did not have an integrated pest management plan at the time of the bed bug outbreak, and 
the Authority had never dealt with bed bugs before.22 The staff began researching the problem and 
contacted HUD, the County Health Department, and Cornell23 for guidance. However, HUD and the 
County provided little guidance at the time on how to eradicate bed bugs. Cornell suggested several 
alternative treatment options besides controlled pesticides including steaming, vacuuming, mattress 
encasements, etc., and agreed to provide training to staff.

Due to a lack of prior experience with bed bugs, a lack of guidance from oversight agencies, confusion 
due to multiple treatment options, and cost concerns,24 Authority offi cials tried to initially address 
the problem internally using recommendations of a pest management plan which included educating 
residents, purchasing steamers that staff and tenants used to steam common areas (hallways, lounges, 
etc.) and apartments, applying diatomaceous earth along baseboards and inside walls/outlets, 
distributing mattress covers and installing climber cup interceptors under bed legs.  

21  Integrated Pest Management (IPM) is an effective and environmentally sensitive approach to pest management that 
is used to manage pest damage by the most economical means, and with the least possible hazard to people, property, 
and the environment. It is the approach recommended by the U. S. Department of Agriculture, U. S. Centers for Disease 
Control, and the U. S. Environmental Protection Agency. Methods for bed bug control may include using monitoring 
devices, removing clutter where bed bugs can hide, applying heat treatment, vacuuming, sealing cracks and crevices to 
remove hiding places, using non-chemical pesticides (such as diatomaceous earth) and judicious use of effective chemical 
pesticides.  
22   Offi cials and maintenance staff indicated during interviews that bed bugs had not previously been an issue. The former 
pest control contractor had been hired to deal with cockroaches. 
23  Cornell University partners with the USDA to provide training on Integrated Pest Management.
24  A HUD representative informed the Authority that there was no additional funding available for the treatment of bed 
bugs in the low income public housing program.
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In December 2011, Authority offi cials had 14 complaints of infested apartments inspected by a 
professional exterminator. The inspection confi rmed the presence of bed bugs in nine apartments and 
in one hallway. At the January 19, 2012 Board meeting, the Maintenance Supervisor reported that, 
during the past month, his staff had cleaned nearly 50 units from top to bottom including cabinets, 
closets, electrical receptacles, etc., and that 15 of them actually had a bed bug problem. He also stated 
that four of his employees had undergone pesticide treatment training. In January 2012, Authority 
offi cials met and held discussions with New York State Department of Environmental Conservation 
staff regarding this issue. In January 2012, despite the efforts of the maintenance staff, it became 
apparent to the Director that the problem was beyond their capability and professional exterminators 
would be needed. 

The Authority hired a contractor, who began treatment in February 2012 and issued a summary report 
(dated February 15, 2012) that indicated his crew spent three days onsite in February, found and treated 
42 infested units, and would do a 30-day follow-up on all units found to have bed bugs. It said that the 
majority of the infestations would be rated as light, fi ve as medium, two as heavy, and none would be 
considered severe. The contractor’s report also stated that it had no doubt that it would eliminate the 
bed bugs in the Stonequist building. The contractor’s March 16, 2012 inspection report indicated that 
four units were retreated on that date. Total payments to this contractor exceeded $61,000 as of April 
27, 2012.25   

Although HUD required public housing authorities to provide “decent, safe, and sanitary“ housing 
for their residents, there was no formal guidance by HUD on addressing bed bugs in low income 
housing at the time the Authority was experiencing its bed bug infestation.  More recently, HUD has 
strongly encouraged housing authorities to develop integrated pest management plans and has issued 
guidance including timelines when dealing with reports of infestations.26  Although the Authority now 
has procedures for dealing with bed bug complaints, the Board has not formally adopted an integrated 
pest management plan as of June 22, 2012. 

In summary, Authority offi cials did not assess the extent of the infestation or bring in a professional 
exterminator as soon as they should have. Authority offi cials were aware of bed bug infestation in 
September 2011 and attempted several different methods to eliminate them before obtaining services 
from a professional exterminator in February 2012. 

Saratoga Affordable Housing Group 

HUD encourages public housing authorities to take innovative approaches to develop/expand public 
housing.  This includes the formation and use of not-for-profi t corporations to implement development 
activities and to access funding not available to public housing authorities. With the encouragement 
of HUD, the Authority created the Saratoga Affordable Housing Group (SAHG) to expand affordable 
housing in the City of Saratoga Springs.  

SAHG is a not-for-profi t corporation whose purpose is to provide quality, innovative housing for 
families in need, to promote opportunities for self-suffi ciency and economic independence, and to build 
a thriving community in the City of Saratoga Springs and Saratoga County.  It aims to achieve this by 

25  Total vendor payments for bed bug purposes from December 23, 2011 through April 27, 2012 were in excess of $73,000. 
There were additional bed bug-related vendor payments in 2011.  
26  PIH-2012-17 Guidelines on Bed Bug Control and Prevention in Public Housing, issued February 28, 2012
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developing, acquiring, constructing, renovating, operating, maintaining, and improving rental housing 
and facilitating home ownership opportunities for low-income families and individuals. During our 
audit period, SAHG was governed by a nine-member Board of Directors, four of whom were offi cers 
or employees of the Authority.  Although the majority of SAHG Board members are independent from 
the Authority, there is a signifi cant relationship between the two organizations.
   
A property management agreement has been in effect between SAHG and the Authority since 2009.  
For an annual management fee of $12,000, the Authority has agreed to manage SAHG’s rental units in 
Saratoga Springs.  The Authority’s responsibilities include the following:

• Collect the monthly rents27  and provide SAHG with a monthly accounting of rents received and 
expenses paid 

• Provide maintenance and repair services for the property (labor only); this includes grounds 
maintenance and snow removal 

• Advertise for tenants and provide specifi ed legal services regarding unpaid rents, property 
damage, etc. 

Allegations have been made that the Authority was subsidizing SAHG, and Authority staff have 
performed maintenance work, particularly roofi ng work, on SAHG properties without reimbursement 
for either labor or materials. 

We performed an analysis of the Authority’s costs for the 2010-11 fi scal year, which was the last full 
year of operations during our audit period.  We estimate the total cost of Authority staff time devoted 
to SAHG work to be approximately $11,100,28 which was less than the $12,000 annual management 
fee for that year. In addition to the property management fee, the Authority earned $11,035 in 2010-
11 for its general contracting role for construction/rehabilitation work done for SAHG pursuant to a 
Community Development Block Grant (CDBG).29   

We also discussed the allegations regarding roofi ng work with Authority offi cials and the maintenance 
employees who were involved in the roofi ng work.  From our discussions with them, it appears that 
Authority maintenance men did some roofi ng work on two buildings in the summer of 2009. Although 
they told us that they worked on two of the roofs,30 they completed neither.  The roofi ng work was 
completed by a subcontractor.

This roofi ng work was included in a SAHG construction/rehabilitation project funded with a CDBG 
grant that began in the summer of 2009.  The Authority served as the general contractor on this project. 

27  24 rental units during our audit period
28  We estimated maintenance costs to be $7,596 and accounting/collection costs to be $3,528, thus totaling $11,124.  We 
were not aware of any signifi cant advertising or legal costs related to SAHG rentals for that year and were informed that 
there were none. 
29  The NYS CDBG program provides fi nancial assistance to eligible cities, towns, and villages with populations under 
50,000 and counties with an area population under 200,000, in order to develop viable communities by providing decent, 
affordable housing and suitable living environments, as well as expanding economic opportunities, principally for persons 
of low and moderate income.
30  We were told by the employees that two of them worked on two of the roofs and the other two worked on only one roof.  
One employee said that he worked on only one roof for no more than one day.
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We reviewed the Authority’s ledger and other fi nancial records and determined that the Authority was 
fully reimbursed by the SAHG with CDBG moneys for its outlays for materials, including roofi ng 
materials, and for payments to subcontractors.  In addition to being reimbursed for these costs, the 
Authority made a profi t of $25,817 as general contractor on this project,31 which appears to more than 
offset any labor costs incurred by its maintenance staff for roofi ng work on the project. 

Finally, the Director notifi ed SAHG on April 23, 2012 that the Authority would not be renewing its 
management contract for the upcoming year, which started on July 1, 2012. However, two of the 
Commissioners disputed the Director’s authority to cancel the contract at the May 2012 meeting of the 
Authority’s Board.

Nepotism

Public Housing Authorities in New York State are subject to the provisions of the Civil Service 
Law applicable to the municipality in which they are established.32  New York State Civil Service 
requirements, in particular, are designed to foster merit and fi tness in the hiring and promotion of 
public employees, to the extent practicable. Because the Authority receives signifi cant Federal funding, 
it also must observe Federal restrictions regarding nepotism33 in employment34 as set forth in its Annual 
Contributions Contract (ACC) with HUD. The Authority’s ACC prohibits nepotism in employment 
but stipulates that this provision may be waived.   

In April 2006, prior to the Director’s appointment, his son was hired as a laborer. Because his son was 
hired prior to the father becoming Director, a waiver was not required from HUD. In 2011, the son 
assumed additional responsibilities for monitoring and security at the Stonequist Apartments.  Since 
there was a potential for out-of-title work, the Saratoga Springs Civil Service Commission requested 
that Authority offi cials analyze their needs at the facility.  The Civil Service Commission Secretary 
informed us that the issue was no longer pursued because the Director’s son resigned in February 2012.    

The Director’s daughter was hired in 2009 and held two positions with the Authority. She was initially 
hired as a part-time clerk and, subsequently, was appointed to a Housing Authority Assistant position.  
Based on information provided by Saratoga Springs Civil Service, we determined that both of her 
appointments complied with Civil Service Law. The Board initially applied for a waiver from HUD for 
the Director’s daughter on February 1, 2012, after public criticism.  We were told that the lateness was 
due to confusion over the interpretation of the ACC.  HUD initially rejected the waiver and requested 
additional documentation, including a legal opinion from the Authority’s attorneys. 

HUD requested that the legal opinion also address whether the son’s promotion was a violation 
of State or local laws. The Authority received a legal opinion from its counsel in April 2012 which 
addressed the employment of both of the Director’s children. It indicated that the son was no longer 
employed by the Authority. It also stated that Civil Service Law does not address the employment 

31  The total project amount was $150,000. For purposes of this report, we have assumed that it was permissible for the 
Authority to earn a profi t under the CDBG program.
32  Public Housing Law Section 32(1)  
33  Favoritism shown on the basis of family relationship
34  And in regard to vendor contracting
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of family members and that there was no violation of other State or local laws.35 Authority offi cials 
submitted this information, and HUD granted the waiver for the Director’s daughter on April 25, 2012. 
HUD did not mention the Director’s son’s employment in its response.

35  Public Housing Law Section 32, Public Offi cers Law Section 73(14)(a), or the Saratoga Springs City Code
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APPENDIX C

RESPONSE FROM AUTHORITY OFFICIALS

The Authority offi cials’ response to this audit can be found on the following pages.  
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See
Note 1
Page 36
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APPENDIX D

OSC COMMENTS ON THE AUTHORITY’S RESPONSE

Note 1 

The level of detail in a budget category is not the same as in individual claims, which contain specifi c 
detail of a vendor being paid and the corresponding supporting documentation for that payment.  A 
proper review of claims requires this level of detail.

Note 2 

The salary schedule obtained by the Authority listed budgetary fi gures for salaries, while our report 
used the actual salaries paid.

Note 3 

The Authority’s ethics policy clearly prohibits an Authority employee from approving payments to a 
family member. 

Note 4 

Based on the timeline of events that occurred treating the bed bugs, it appears logical that the success 
of the professional exterminator would have been benefi cial sooner rather than later.  Furthermore, 
at least one Board member stated to us that, in hindsight, the Authority should have brought the 
professionals in sooner.
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APPENDIX E

AUDIT METHODOLOGY AND STANDARDS

Our overall goal was to assess the adequacy of the internal controls put in place by offi cials to 
safeguard the assets of the Saratoga Springs Public Housing Authority (Authority). To accomplish 
this, we performed an initial assessment of the internal controls so that we could design our audit 
to focus on those areas most at risk. During the initial assessment, we interviewed appropriate 
Authority offi cials and employees, and performed limited tests of transactions. We also reviewed 
pertinent documents, such as contracts, fi nancial records and reports including the external audit 
report, respective work papers, payroll records, and travel documents. After reviewing the information 
gathered during our initial assessment, we determined that weaknesses in the areas of Board oversight, 
and payroll and employee benefi ts were most at risk. We evaluated those weaknesses for the risk of 
potential fraud, theft and/or professional misconduct. We performed the following procedures for each 
area:

Board Oversight:

• We reviewed all travel (conferences/trainings/forums/conventions) totaling $46,000 during 
our scope period and found fi ve conferences containing questionable expenses totaling 
$11,689. We reviewed conference informational brochures to determine which days the forum/
conference/convention/training trip was to take place. We also reviewed dates in which 
additional Executive Director Education Program training was available. We determined 
whether travelers were enrolled in additional training by examining each individual enrollment 
fl yer. We reviewed travelers’ travel documents to determine dates that mileage and incidental 
expenses were paid, hotel bills to determine the dates and number of nights rooms were paid 
for, prices of hotel stays, hotel parking rates, car rental receipts, and airport parking receipts. 
We also reviewed credit card statements to determine amounts of airfares paid. We determined 
if expenses were reasonable, supported, and necessary.

• We reviewed bank statements for two months and traced electronic transfers to other Authority 
bank accounts, direct deposit reports, or other support to verify that transfers were made for 
business purposes and to authorized accounts. 

• We reviewed a non-biased judgmental sample of two bank reconciliations and traced 
reconciled balances to trial balances or ledgers to verify that bank reconciliations were 
performed, and that outstanding checks and deposits in transit were valid. 

• We reviewed 100 percent of the Authority’s Low Income Housing checking account sequence 
and 100 percent of the Section 8 Housing checking account during our scope period to 
determine if there were any sequential gaps, to document explanations, and to verify that 
voided checks were clearly defaced.

• We analyzed electronic payroll disbursements fi les with audit software and scanned the 
results to determine if there were any unusual payments or amounts; excessive payments to 
the Director, Accountant, and/or their family members; separation or balloon payments; or 
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employees receiving more than the normal number of payroll checks. We examined check 
stubs, bank statements, and general ledger entries, and also interviewed Authority offi cials 
regarding two questionable checks that came to our attention. 

• We analyzed electronic vendor disbursements fi les with audit software and scanned the results 
to determine if any names, addresses, or phone numbers were similar to those of Authority 
offi cers and/or staff; any unusual vendors or amounts; any payments to Board members, the 
Director, the Accountant, and/or their spouses, families and business interests; any payments 
for professional services; any payments for credit cards, purchase cards, or gasoline cards; 
and any payments for capital projects which may have been subject to competitive purchasing 
requirements. We then judgmentally selected 75 payments meeting the criteria cited above 
to verify that checks, claims, and warrants were in agreement; that there was evidence of 
competitive pricing when necessary and that goods/services were actually received; that claims 
were properly itemized; that claims were properly audited prior to payment and all applicable 
documentation was included; and that goods/services were proper Authority charges.

• We scanned the entire Section 8 disbursements fi le for our audit period and selected 35 for 
testing (30 randomly and fi ve judgmentally).  We examined canceled checks, the Section 8 
certifi ed monthly rent rolls, and other supporting documentation, and reviewed the calculation 
of monthly rental payments to verify that the payments were legitimate, and properly 
authorized, supported, calculated and recorded.

• To determine if the Authority was adequately compensated for services rendered to the 
Saratoga Affordable Housing Group, we reviewed the property management agreement 
between the Authority and SAHG, Authority Board minutes, Allen Drive maintenance work 
orders, bank statements, ledger accounts,  SAHG minutes and by laws, the 2011 CPA report, 
canceled checks, SAHG’s Community Development Block Grant agreement with the City of 
Saratoga Springs and related contractor payment documentation, and Federal Department of 
Housing and Urban Development offi cial guidance regarding the establishment of not-for-
profi t corporations by housing authorities for the purpose of furthering the development of 
low-income housing. We also interviewed Authority offi cials and maintenance staff regarding 
Allen Drive work orders and activities.

• To determine the adequacy and timeliness of the Authority’s response regarding the bed 
bug infestation, we reviewed Board minutes, a Bed Bug Action Timeline provided by the 
Chairman, correspondence with HUD, contractor treatment proposals and payments, the 
exterminator’s post-treatment report, the Joint Statement on Bed Bug Control in the United 
States from the U.S. Centers for Disease Control and Prevention and the U.S. Environmental 
Protection Agency (issued August 24, 2010), and HUD Guidelines on Bed Bug Control and 
Prevention in Public Housing (PIH-2012-17, issued February 28, 2012). We also interviewed 
Authority offi cials and maintenance staff.

• We reviewed bank statements, inspection reports, canceled check images, and a listing of all 
tenants who vacated during our audit period (and judgmentally selected 10 for testing), to 
determine if security deposits were properly handled upon a tenant’s departure and remitted 
to the tenant, if appropriate. As part of our sample selection, we judgmentally selected fi ve 
deceased tenants, as their security deposits were more likely to be stolen. We then selected a 
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cross-section of fi ve other tenants to evaluate the security deposit refund process across many 
different vacating reasons.

Payroll and Employee Benefi ts:

• We viewed the most recent annual Civil Service Department certifi cation to verify that those 
on the payroll were bona fi de employees.

• We reviewed job descriptions, an examination announcement, an eligible list, Civil Service 
employment records, and minutes of Saratoga Springs Civil Service Commission Meetings, 
and interviewed the Secretary of the Commission to verify that the Authority had not 
inappropriately fi lled positions or employed family members contrary to Civil Service Law.

• We reviewed the Authority’s Annual Contributions Contract with HUD, a waiver application, 
and other correspondence with HUD to determine if there had been a violation of the Annual 
Contributions Contract.  We also interviewed Board members and other Authority offi cials for 
the same reason. 

• We traced hours worked from the payroll to timesheets and verifi ed that timesheets were signed 
by the employees’ supervisors for two payrolls on a 100 percent basis to verify that payment 
was for work actually performed.

• We traced pay rates from the payroll to the adopted budget for the same transactions cited 
previously to verify that payment was at the proper rate.  

• We verifi ed the gross pay calculations for the same transactions cited previously to verify that 
payments were in the proper amount. 

• We selected a non-biased judgmental sample of fi ve salaried employees and compared their 
total annual earnings to the budget. We also selected a non-biased judgmental sample of two 
hourly employees and reviewed their total annual earnings for reasonableness to verify that 
payroll costs were accurately accounted for.

• We traced the annual earnings of all employees to their 2011 W-2s to verify the accuracy of 
payroll reporting.  

• We reviewed the personnel policy, accrual records and signed timesheets to verify that leave 
time was properly carried over, granted, used, and accounted for. 

• To verify the justifi cation for the Accountant's salary, we interviewed the Secretary of the 
Saratoga Springs Civil Service Commission and reviewed offi cial job descriptions on fi le there; 
reviewed the Authority’s personnel policy, payroll records, operating budgets, and ledgers; 
visited the Seethroughny website for City of Saratoga Springs salary information; surveyed 
and analyzed wages, benefi ts and staffi ng at four other housing authorities in the region; and 
interviewed the Authority’s present and previous Accountants regarding their job duties. 
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• To evaluate the justifi cation for the Director’s compensation, we reviewed the Authority’s 
Board minutes, personnel policy, organization chart, payroll records, and operating budgets; 
reviewed the Director’s employment contract and his performance evaluations for the 2010 
and 2011 calendar years; surveyed and analyzed wages, benefi ts and staffi ng at four other 
housing authorities in the region; and reviewed comparative information provided by HUD 
and recently enacted Federal salary caps. We also interviewed Board members to determine 
their process of calculating his compensation package.

• We reviewed the Director’s contract and analyzed its provisions, and discussed the contract 
with members of the Authority’s Personnel Committee and the Authority’s attorney to 
determine if it exposed the Authority to substantial fi nancial liabilities.

• We reviewed the analyzed/summarized data generated by our audit software for unfamiliar 
names or unusual transactions, and traced the direct deposit amount from the payroll to the 
Automated Clearing House direct deposit receipt and to the bank statement for all employees 
who had direct deposit on the two payrolls mentioned previously to verify the legitimacy of 
direct deposits. 

• We reviewed Board policies, the Director’s contract, his mileage logs and calendars, his W-2s, 
and his personal EZ Pass Account on the internet to verify that the Director’s vehicle was used 
appropriately. We also examined the Authority’s 2007 Jeep Cherokee and its odometer and 
interviewed Authority offi cials.

We conducted this performance audit in accordance with generally accepted government auditing 
standards (GAGAS). Those standards require that we plan and perform the audit to obtain suffi cient, 
appropriate evidence to provide a reasonable basis for our fi ndings and conclusions based on our audit 
objectives. We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objectives.
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APPENDIX F

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

To obtain copies of this report, write or visit our web page: 
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