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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability
January 2013
Dear Housing Authority Officials:
A top priority of the Office of the State Comptroller is to help authority officials manage their
authorities efficiently and effectively and, by so doing, provide accountability for tax dollars spent
to support authority operations. The Comptroller oversees the fiscal affairs of authorities statewide,
as well as authorities’ compliance with relevant statutes and observance of good business practices.
This fiscal oversight is accomplished through our audits, which identify opportunities for improving
authority operations and Board governance. Audits also can identify strategies to reduce authority
costs and to strengthen controls intended to safeguard authority assets.
Following is a report of our audit of the Niagara Falls Housing Authority, entitled CompensationRelated Payments to the Executive Director. 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 Housing Authority officials 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 office for your county, as listed at the
end of this report.
Respectfully submitted,

Office of the State Comptroller
Division of Local Government
and School Accountability
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Introduction
Background

The Niagara Falls Housing Authority (Authority) is a municipal
housing authority created under the New York State Public Housing
Law Section 415. The Authority Board (Board) consists of seven
members. The Authority is a public corporation formed for the
purpose of providing housing services in the City of Niagara Falls
in accordance with the rules and regulations prescribed by the
U.S. Department of Housing and Urban Development (HUD). The
Authority’s 2012-13 fiscal year budget was $6.9 million, funded
primarily with government operating grants and tenant rental income.
The Authority operates five housing complexes located within the
City of Niagara Falls with approximately 770 units, and currently
serves approximately 1,100 residents.
The Board appoints an Executive Director who is responsible for the
Authority’s day-to-day operations. The Authority does not employ a
Director of Finance but rather contracts with a consultant accountant
who reviews financial activity and prepares monthly reports for
the Board. The day-to-day financial operations, including initiating
and reviewing payroll-related disbursements, are overseen by the
accountant.

Objective

The objective of our audit was to examine the Authority’s process for
compensation-related payments to the Executive Director. Our audit
addressed the following related question:
•

Scope and Methodology

Were compensation-related payments made to the Executive
Director accurate, supported, and appropriate?1

Our overall goal was to assess the adequacy of the internal controls
put in place by officials to safeguard Authority assets. To accomplish
this, we conducted an audit survey of Authority operations. Based
on those results, we determined that internal controls appeared to be
adequate and limited risk existed for most of the areas reviewed. We
also reviewed the payroll processes and procedures and found that,
while overall the internal controls appeared adequate, risk existed in
the area relating to payments to the Executive Director. We therefore
examined the Authority’s process and procedures over the Executive
Director’s compensation-related benefits payments for the period
January 1, 2010 to July 31, 2012.
We conducted our audit in accordance with generally accepted
government auditing standards (GAGAS). More information on such
1

Appropriate is defined as being in accordance with the Executive Director’s
employment contract and any relevant Authority policies.
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standards and the methodology used in performing this audit are
included in Appendix C of this report.
Comments of
Authority Officials and
Corrective Action

The results of our audit and recommendations have been discussed
with Authority officials and their comments, which appear in
Appendix A, have been considered in preparing this report. Authority
officials disagreed with the findings and recommendations in our
report. Appendix B includes our comments on the issues raised in the
Authority’s response letter.
The Board has the responsibility to initiate corrective action. Good
management practice suggests that the Board should prepare a
Corrective Action Plan (CAP) that addresses the recommendations
in this report and forward the plan to our office within ninety days.
For more information on preparing and filing your CAP, please refer
to our brochure, Responding to an OSC Audit Report, which you
received with the draft audit report. We encourage the Authority to
make this plan available for public review in the Board Secretary’s
office.
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Compensation-Related Payments
The Board is responsible for establishing compensation and benefits
for Authority employees and for ensuring that payments are made
as authorized. This includes formally authorizing all compensation
and related benefits, including the accrual and usage of leave benefits
provided to employees. Board-authorized individual employment
contracts and written policies and procedures should provide clear
guidance regarding employee compensation and benefits. The
Executive Director’s employment contract defines the terms of
employment, compensation and related benefits.
We found that the Executive Director received $6,400 in improper
stipends and sold more unused vacation leave than her employment
contract allowed. She also has improperly accrued more vacation
leave than authorized and without Board approval. This occurred
because the Board did not provide sufficient oversight of the Executive
Director.
The Executive Director’s employment contract covers the period2
December 1, 2011 to November 30, 2014 with a current3 base salary
of $105,798, to be paid in accordance with the Authority’s customary
payroll practices. She also is to receive a monthly stipend of $500 for
reimbursement of “expenses”4 and additional annual compensation of
$5,000. Finally, at the sole discretion of the Board, she may receive
annual bonus payments for “extraordinary accomplishments.”
We reviewed all the payments made to the Executive Director from
January 1, 2010 to July 31, 2012 to ensure that they were accurate,
supported and complied with her employment contract and/or the
Authority’s personnel policy. We found that 70 payroll checks totaling
$290,460 were paid in accordance with her contract. However,
we found certain other payments that were improperly paid, not
supported with appropriate documentation, and/or did not comply
with the terms of her employment contract.
Other Payments

To ensure the Executive Director receives the compensation and
benefits the Board intends and to avoid misinterpretation, the
Board should clearly define what such payments represent through
unambiguous language in the employment agreement. We found
2

Extended from an employment contract covering the period December 1, 2007
through November 30, 2011
3
As of the end of fieldwork
4
The contract did not define the type of expenses this stipend was intended to
reimburse.
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that the employment agreement between the Authority and the
Executive Director was not clear pertaining to stipends and additional
compensation to be received.
Reimbursement for Expenses Stipends – The contract allows for a
monthly stipend of $500 to the Executive Director as “reimbursement
for expenses.” For the period January 1, 2010 to July 31, 2012
the Executive Director received over $16,000 for these stipends.
However, the contract is not clear whether the Board intended these
stipends to reimburse the Executive Director’s personal expenses or
business expenses. The Executive Director told us that the stipend
was for the use of her personal automobile. Authority officials could
not provide any documentation to support this assertion.
Mileage Stipends – We also found that the Executive Director was
paid a monthly mileage stipend of $200, which is not addressed in
her employment contract. For the audit period these stipends totaled
$6,400. The Executive Director stated that, although the mileage
stipend was not in her contract, it has always been standard practice
to pay a mileage stipend to the Executive Director.
Additional Compensation – The Executive Director was paid
“additional compensation” of $5,000 per year, totaling $15,000 for
the audit period. The contract is not clear with respect to the basis
for determining the “additional compensation” to be paid, what
differentiates this amount from the base salary, or what, if any,
additional duties she was to perform in order to earn the “additional
compensation.”
Bonus Payments – Although the employment contract provides for, at
the sole discretion of the Board, bonus payments for “extraordinary
accomplishments,” we found that, from January 1, 2010 to July 31,
2012, the Executive Director did not receive any such payments.
Vacation Leave Days

6

The Executive Director receives vacation, sick and personal business
days, pursuant to her employment contract and the Authority’s
personnel policy. She accrues 30 vacation days annually. In the event
the Executive Director does not use all vacation time to which she
is entitled each year, she is eligible to receive payment in lieu of
vacation leave for up to 10 days. The Board adopted a resolution in
2011 that allowed employees to be compensated for up to 15 days of
unused vacation days as deemed necessary and appropriate by the
Executive Director. Vacation leave for the Executive Director may
not be accumulated from one year to the next, except with proper
Board approval. The Executive Director is authorized to carry over
unused vacation leave up to a maximum of five days annually, in line
with the personnel policy and with the approval of the Board.
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Vacation Days Balances – We found that as of July 31, 2012 the
Executive Director’s leave accrual records reflected a vacation leave
balance of over 1,670 hours or 239 days. Our review of vacation leave
for 2010 noted that the Executive Director accrued 30 vacation leave
days, cashed out 10 days and carried forward the remaining 20 days,
which was 15 days5 over the maximum allowed per the personnel
policy, without appropriate Board approval. Moreover, this activity
reflects no actual usage of vacation leave for the entire 2010 calendar
year.
At a current hourly compensation rate of approximately $60, the
Executive Director’s accumulated vacation leave balance has a value
of over $100,000. If the Board had ensured the Executive Director
complied with the policy and approved the carryover of only the
maximum allowed of five days annually, with her 29 years of service,
the most she could have accumulated would be 145 days, rather than
the 239 day reported balance. The Executive Director stated that the
Board was aware that she was not able to use all of her vacation
leave due to workload demands, which resulted in the balance being
carried forward. We interviewed the Board President who stated
he was aware of the Executive Director’s practice of carrying over
unused vacation leave days. However, we found no evidence of Board
approval for leave day carryovers as required by her contract. By
allowing such improper practices to occur without taking corrective
action, the Board failed in its oversight by implicitly condoning a
behavior that violated the internal control procedures and disregarded
related approval processes.
Sale of Vacation Days – As noted previously, in 2010, the Executive
Director sold back 10 vacation leave days and received a payment
of $4,069, in accordance with her employment contract. However,
we found that in 2011 the Executive Director cashed out more days
than allowed by the terms of her contract. She received payment for
30 days in May 2011 ($12,574) and for 15 days in October 2011
($6,287).
When asked about these payments, the Executive Director only
provided a Board resolution from October 2011 that authorized
Authority staff to sell up to 15 days of vacation leave. The Executive
Director also indicated that her employment contract provides that she
receive the same benefits as the staff. Authority officials subsequently
provided a Board resolution dated May 2011 that approved the sale
of six weeks (i.e., 30 days) of leave specifically for the 2011-12
fiscal year. Due to the manner in which vacation leave days have
5

The carryover balance of 15 days was computed as 30 days annual accrual, less
10 days cashed out, less five days maximum carryover allowed per the personnel
policy.
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been accrued and these transactions were handled – one resolution
not specifically listing the Executive Director and the other resolution
being provided at the exit discussion – we question the legitimacy of
payments for unused leave that exceed the relevant provisions in her
employment contract.
The Board failed to ensure that controls and processes were followed
by the Executive Director relating to her compensation-related and
leave benefit payments. The lack of oversight by the Board resulted
in her improperly accumulating more vacation leave than allowed by
the personnel policy and/or her contract and without Board approval
as required. Unless the Board increases its oversight of the Executive
Director, the Authority is at risk of paying her for benefits she is not
entitled to receive.
Recommendations

1. The Board should clearly define in the Executive Director’s
employment contract all compensation and benefits to be
received.
2. The Board should ensure that the Executive Director is adhering
to Authority policies and control procedures for compensationrelated payments and leave benefit accrual and usage.
3. The Board should improve oversight of the Executive Director
by ensuring that all payments to her are periodically reviewed or
audited.
4. The Board should recover any improper payments made to the
Executive Director.
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APPENDIX A
RESPONSE FROM AUTHORITY OFFICIALS
The Authority officials’ response to this audit can be found on the following pages.
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See
Note 1
Page 15

See
Note 2
Page 15
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See
Note 2
Page 15

See
Note 3
Page 15
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See
Note 4
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See
Note 5
Page 15

See
Note 2
Page 15

See
Note 1
Page 15
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APPENDIX B
OSC COMMENTS ON THE AUTHORITY’S RESPONSE
Note 1
The objective and scope of our audit is detailed in Appendix C of this report. While we determined that
internal controls appeared adequate and limited risk existed in other areas not selected for audit, we
caution Authority officials on concluding that there was no fiscal mismanagement and inappropriate
use of public funds. Audits by their nature are limited to the scope, objective, and extent of testing that
was performed.
Note 2
We modified the report based on information provided by Authority officials at the exit conference and
in the Authority’s response.
Note 3
We did not imply misappropriation or inappropriate use of public funds relating to the stipends. We
recommend that the Board clearly define, in the contract, its intentions regarding the stipends the
Executive Director is to receive and specify whether they are intended for business or personal expense
reimbursements.
Note 4
The Executive Director’s contract requires vacation days above the five day carryover to be approved
by the Board. Authority officials did not provide any evidence to support their assertion that the Board
took action to allow her to carry over unused vacation days due to projects that needed her daily
attention.
Note 5
During field work Authority officials only presented us with one resolution authorizing the sale of up
to 15 vacation days for all employees. They did not provide the resolution relating to only the Executive
Director until the exit discussion. The report has been adjusted to reflect this new information.
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APPENDIX C
AUDIT METHODOLOGY AND STANDARDS
The objective of our audit was to assess the financial operations of the Authority to determine whether
the Authority was using resources for proper Authority purposes. To accomplish this, we performed
an initial assessment of its processes and procedures so that we could design our audit to focus on
those areas most at risk. Our initial assessment included evaluations of the following areas: general
governance, financial oversight and condition, cash receipts and disbursements, purchasing, payroll,
and information technology.
During the initial assessment, we interviewed appropriate Authority officials, performed limited tests
of transactions, and reviewed pertinent documents, such as Authority policies, procedures, by-laws,
Board minutes, financial records and reports, and applicable HUD documents.
After reviewing the information gathered during our initial assessment, we then decided upon the
reported objective and scope for the area with the greatest risk. We examined the Authority’s processes
over the Executive Director’s compensation and related benefits payments. Our audit included various
procedures to gather relevant evidence concerning our stated objective, as follows:
•

We interviewed Authority officials to gain an understanding of the processes and operations,
and reviewed relevant documents.

•

We reviewed the minutes for Board approval of the Executive Director’s vacation leave
carryover.

•

We reviewed the Executive Director’s employment contract, time sheets, leave accruals and
usage, as well as the personnel policy.

•

We reviewed payroll records for accuracy of payments.

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 sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our audit
objective. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objective.
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APPENDIX D
HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT
To obtain copies of this report, write or visit our web page:

Office of the State Comptroller
Public Information Office
110 State Street, 15th Floor
Albany, New York 12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/
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APPENDIX E
OFFICE OF THE STATE COMPTROLLER
DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew A. SanFilippo, Executive Deputy Comptroller
Steven J. Hancox, Deputy Comptroller
Nathaalie N. Carey, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING
BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner
Office of the State Comptroller
State Office Building - Suite 1702
44 Hawley Street
Binghamton, New York 13901-4417
(607) 721-8306 Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us
Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins Counties

NEWBURGH REGIONAL OFFICE
Tenneh Blamah, Chief Examiner
Office of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, New York 12553-4725
(845) 567-0858 Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us
Serving: Columbia, Dutchess, Greene, Orange,
Putnam, Rockland, Ulster, Westchester Counties

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner
Office of the State Comptroller
295 Main Street, Suite 1032
Buffalo, New York 14203-2510
(716) 847-3647 Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Office of the State Comptroller
The Powers Building
16 West Main Street – Suite 522
Rochester, New York 14614-1608
(585) 454-2460 Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming Counties

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates Counties

GLENS FALLS REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Office of the State Comptroller
One Broad Street Plaza
Glens Falls, New York 12801-4396
(518) 793-0057 Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

SYRACUSE REGIONAL OFFICE
Rebecca Wilcox, Chief Examiner
Office of the State Comptroller
State Office Building, Room 409
333 E. Washington Street
Syracuse, New York 13202-1428
(315) 428-4192 Fax (315) 426-2119
Email: Muni-Syracuse@osc.state.ny.us

Serving: Albany, Clinton, Essex, Franklin,
Fulton, Hamilton, Montgomery, Rensselaer,
Saratoga, Schenectady, Warren, Washington Counties

HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner
Office of the State Comptroller
NYS Office Building, Room 3A10
Veterans Memorial Highway
Hauppauge, New York 11788-5533
(631) 952-6534 Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence Counties

STATEWIDE AUDITS
Ann C. Singer, Chief Examiner
State Office Building - Suite 1702
44 Hawley Street
Binghamton, New York 13901-4417
(607) 721-8306 Fax (607) 721-8313

Serving: Nassau and Suffolk Counties

18

OFFICE OF THE NEW YORK STATE COMPTROLLER

