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Audit Case Number
00-KC-105-0001

TO: GloriaJ. Cousar, Deputy Assistant Secretary, Office of Public and Assisted Housing
Delivery, PE

FROM: Ronald J. Hosking, Acting District Inspector General for Audit, 7AGA
SUBJECT: Assessment of Resident Association Grants

We have completed areview of Resdent Associations. The objective of our review was to assess the
results of al audits conducted of the Tenant Opportunity Program to determine if systemic problems
exised, and if they have been adequatdy addressed in the new Resident Opportunities and Sdlf
Sufficiency program. The review was conducted in accordance with OIG’ s generd audit plan.

The Office of Ingpector Generd has issued eight audit reports evauating the use of $1,306,861 in
Tenant Opportunity Program grant funds. The eight reports consstently identified smilar deficiencies
which existed because of weaknesses in the Tenant Opportunity Program. Grantees spent $395,707,
or 30 percent of the funds reviewed, on indigible or unsupported items.

We concluded the Resident Opportunities and Sdlf Sufficiency program improves upon many of the
controls of the Tenant Opportunity Program. However, it does not adequately address al weaknesses
that were reported with the Tenant Opportunity Program. The new program does not incorporate
procedures that ensure grantees have adequate administrative capabilities and partnerships with
housing authorities and receive sufficient on-dite, red time monitoring. As a result, HUD needs to
further improve its controls over the new program to ensure that it will meet its intended objectives and
gods.

Within 60 days, please provide us, for the recommendations made in this report, a status report on: (1)
the corrective action; (2) the proposed corrective action and date to be completed; or (3) why action is
conddered unnecessary. Also, please provide us copies of any correspondence or directives issued
because of the audit.

Should you or your staff have any questions, please contact me at (913) 551-5870.
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Executive Summary

We have completed a review of Resident Associations. The objective of our review was to assess the
results of al audits conducted of the Tenant Opportunity Program to determine if systemic problems
exised, and if they have been adequatdy addressed in the new Resident Opportunities and Sdlf
Sufficiency program. The review was conducted in accordance with OIG’ s generd audit plan.

The Office of Ingpector Generd has issued eight audit reports evauating the use of $1,306,861 in
Tenant Opportunity Program grant funds. The eight reports consstently identified smilar deficiencies
which existed because of weaknesses in the Tenant Opportunity Program. Grantees spent $395,707,
or 30 percent of the funds reviewed, on ineligible or unsupported items.

We concluded the Resident Opportunities and Sdf Sufficiency program improves upon many of the
controls of the Tenant Opportunity Program. However, it does not adequately address all weaknesses
that were reported with the Tenant Opportunity Program. The new program does not incorporate
procedures that ensure grantees have adequate administrative capabilities and partnerships with
housing authorities and receive sufficient on-gite, real time monitoring. As a result, HUD needs to
further improve its controls over the new program to ensure that it will meet its intended objectives and
gods.

Under the Tenant Opportunity Program, resident
associations receiving grants did not demonstrate the
capacity to properly administer their grants. The
associations did not: adequately control funds, properly
maintain books and records, have the necessary knowledge
and skills to manage the grants, or follow proper
procurement procedures. As a result, the grantees spent
$395,707 out of $1,306,861, or 30 percent, on ineligible or
unsupported items. The deficiencies occurred because the
Tenant Opportunity Program did not have controls to
ensure adequate financial management, Memorandums of
Understanding between resident associations and housing
authorities, and community specific work plans.
Additiondly, the Office of Public Housing did not
adequately monitor the resident associations performance.

The New Program Does
Not Correct All Problems

The Resident Opportunities and Self Sufficiency program
improves upon many of the controls of the Tenant
Opportunity Program but does not adequately address all
weaknesses. It does not incorporate procedures that ensure
grantees have adegquate adminidrative capabilities and
partnerships with housing authorities and receive sufficient on-
gte, red time monitoring. As a result, HUD lacks assurance
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Executive Summary

that the funds expended under the new program will meet
intended goals and objectives.

We recommend that the Office of Public and Indian
Housing ensure the Reddent Opportunities and Sdf
Sufficiency program threshold requirements be applied to al
categories of Resdent Opportunities and Sdf Sufficiency
grants.  Further, HUD needs to develop policies and
procedures that require on-Site, red time monitoring and assign
adequate resources to accomplish this.

Recommendations

We held an exit conference with the Deputy Assistant
Secretary, Office of Public and Assisted Housing Delivery,
and the Associate Deputy Assistant Secretary for Customer
Services and Amenities on March 22, 2000. We presented
our draft finding to the Associate Deputy Assistant
Secretary on February 28, 2000 and received written
comments from the Deputy Assistant Secretary on March
28, 2000. The complete comments are included in
Appendix E. We considered the comments in preparing our
final report and incorporated them into the finding as

appropriate.
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| ntroduction

HUD’s policy is to promote public housing tenant participation and management. Residents have
a right to organize an association and elect a resident council to represent their interests. The
resident council’s role is to improve the quality of life and resident satisfaction and participate in
self-help initiatives to enable residents to create a positive living environment for families living in
public housing.

Section 20 was added to the United States Housing Act of 1937 by the Housing and Community
Development Act of 1987. The section establishes the lega basis for HUD to give financial
assistance to resident associations to promote resident management of public housing projects.
HUD implemented this legidation in 1988 with Technical Assistance grants to resident
associations. On August 15, 1994, HUD published regulations to revise the program and named
it the Tenant Opportunity Program. The revisions were in response to resident association and
housing authority requests that the program be changed to meet the needs in their communities
for business development, education, job training and development, sociad services, and
opportunities for other self-help initiatives. The new program reduced the emphasis on tenant
management of public housing units and redirected the emphasis towards other resident activities
which improve living conditions and resident satisfaction in public housing communities. On
August 10, 1999, HUD issued a Notice of Funding which, again, revised the program, pursuant to
the Quality Housing and Work Responsibility Act of 1998 (the Public Housng Reform Act).
Section 538 of the Public Housing Reform Act adds section 34 to the United States Housing Act
of 1937, which provides a mandate to link services and public housing residents for economic
self-sufficiency. The new program is caled the Resident Opportunities and Self Sufficiency
program and redefines, restructures, and consolidates certain aspects of severa previous
programs while incorporating objectives contained in the Public Housing Reform Act.

The Resident Opportunities and Self Sufficiency program links services to Public and Indian
Housing residents by providing grants for supportive services, resident empowerment activities,
and initiatives to assist residents in becoming economically self-sufficient. The new Resident
Opportunities and Self Sufficiency grant has four categories. 1) Resident Management and
Business Development, 2) Capacity Building and/or Conflict Resolution, 3) Resident Service
Delivery Models-Families or Elderly/Disabled, and 4) Service Coordinator. The Capacity Building
and Conflict Resolution grants are only available to resident associations if they are city wide
resident organizations or they serve a minimum of ten resident associations. The Service
Coordinator grant is not available to resident associations.

Each year HUD issues a Notice of Funding availability and awards grants to associations on a
competitive basis. From 1988 through 1998, HUD awarded over 1000 grants to resident
associations totaling about $87 million. The 1999 Resident Opportunities and Self Sufficiency
program funding totaled $66.6 million. Of this amount, $51.6 million is available to resident
associations. The 1999 grants have not yet been awarded.
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Introduction

Our review objective was to assess the results of all audits
Audit Objectives conducted of the Tenant Opportunity Program to determine
if systemic problems existed and if they have been
adequately addressed in the new Resident Opportunities and

Sdf Sufficiency program.
_ We analyzed eight Tenant Opportunity Program audits
Audit Scope And issued by the OIG between September 1996 and March
Methodology 2000. The eight audits assessed 49 resident associations

that received Tenant Opportunity Program grants. Two of
the audits were follow-up audits on five associations that
were previoudy audited. Therefore, 44 different
associations, that had grant awards totaling $4,332,000,
were audited. The audits covered the period of October
1994 through September 1999.

The audits reviewed grantees books, records, and
supporting documentation, and reviewed pertinent program
regulations and guidelines. Grantees, grantees consultants
and trainers, housing authority personnel, and HUD field
office staff were interviewed.

We reviewed regulations for the new Resdent
Opportunities and Self Sufficiency program to determine if
the new program adequately addresses problems identified
in the Tenant Opportunity Program. Our assessment was
performed between October 1999 and February 2000.

The audits were conducted in accordance with generally
accepted governmental auditing standards for performance
audits.

We provided a copy of our draft finding to the Customer
Services and Amenities Division in the Office of the Deputy
Assistant Secretary for Public and Assisted Housing
Delivery. Each individua audit report was provided by the
issuing office, a the time of completion, to applicable
resident association grantees, public housing authority staff,
and HUD field office staff. Appendix A lists each audit
incorporated in this report.
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Finding

HUD Should Improve Its Controls Over
Resident Opportunities and Self Sufficiency
Grants

Under the Tenant Opportunity Program, resident associations receiving grants did not
demonstrate the capacity to properly administer their grants. Tenant associations did not:
adequately control funds, properly maintain books and records, have the necessary knowledge and
skills to manage the grants, or follow proper procurement procedures. As a result, the grantees
spent $395,707 out of $1,306,861, or 30 percent, on ineligible or unsupported items. The
deficiencies occurred because the Tenant Opportunity Program did not have controls to ensure
adequate financia management, Memorandums of Understanding between resident associations
and housing authorities, and community specific work plans. Additionaly, the Office of Public
Housing did not adequately monitor the resident associations performance.

The Resident Opportunities and Self Sufficiency program improves upon many of the controls of
the Tenant Opportunity Program but does not adequately address all weaknesses It does not
incorporate procedures that ensure grantees have adequate adminidtrative capabilities and
partnerships with housing authorities and receive sufficient on-gte, red time monitoring. As a result,
HUD lacks assurance that the funds expended under the new program will meet intended goals
and objectives.

The implementing regulations for Section 20 of the United
States Housing Act are included in Title 24, Code of
Federal Regulations, part 964. Part 964 provides that
resident organizations may use HUD technical assistance to
develop management capability, identify socia support
needs of the residents and secure support, and carry out a
wide range of activities to further resident management.
Part 964 adso provides that HUD’s role is to provide
guidance, as necessary and appropriate, and endeavor to
provide technical assistance for these initiatives. HUD is
charged with monitoring to ensure that the requirements are
operating efficiently and effectively.

Program Requirements

Section 34 of the United States Housng Code of 1937
provides that if aresdent association lacks adequate expertise,
the Secretary may require the association to utilize other
qudified organizations as contract adminigtrators with respect
to financia assistance provided.

Page 3 00-KC-105-0001
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Finding

OMB Circular A-110 requires grantees to maintain financia
management systems that provide accurate, current and
complete financid records. They are dso required to
effectively control and account for al funds, safeguard assets,
and assure the assets are used only for authorized purposes.
The Circular further requires all procurement transactions be
conducted in a manner to provide, to the maximum extent
practical, open and free competition.

24 CFR 84.21(b)(3) dates that the recipient’s financia
management system shall provide for effective controls over
and accountability for al funds, property, and other assets.
Recipients shdl adequately safeguard all such assets and assure
they are used soldly for authorized purposes.

The eight Tenant Opportunity Program audits issued by the

Resident Councils Did Not OIG each contained a finding that the resident associaions
Properly Manage Tenant lacked the knowledge and technicad skills to adequately
Opportunity Grants adminigter their grants without substantial technical assstance.

The grantees lacked control over grant funds, and had
inadequate books and records, inadequate capecity, and
improper procurement procedures.

Lack of Control Over Funds. Tenant Opportunity Program
grantees lacked control over their grant funds. Twenty-six of
44 resident association grantees used $91,245 in grant funds
for indigible activities. Additionally, 8 resdent associations
made excessve draws, 15 had negative bank balances, 15
wrote checks to cash or the check signer, and 27 did not
reconcile ther bank statements. Office of Management and
Budget Circular A-110 requires grantees to effectively control
and account for funds. Writing checks to cash or the check
signer does not provide an adequate audit trail to support the
proper use of funds. Not reconciling bank statements leads to
excessve draws and negative bank baances.

For example, the Alma Resident Council, Inc. in Alma,
Georgia, disbursed $38,692 in grant funds to pay expenses for
housng authority operations that were not part of the
Council’s work plan. The Council provided HUD with
mideading and/or fase certifications to obtain the funds. Since
these funds were not used for intended purposes, they were an
indigible use of grant funds.

Also, the Martin Street Plaza tenant association in Atlanta,

00-KC-105-0001 Page 4
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Finding

Georgia, made draws on its grant in excess of its immediate
needs. At the time of the review, it had drawn $50,963 and
had a balance of $21,888 in the bank. At least $10,000 of this
amount had been on depost for over sx months. HUD
requires that funds be expended within five days of receipt.

|nadequate Books and Records.  Twenty-nine grantees did not
maintain accounting records and documentation to support
expenditures. As a result, they had a total of $304,462 in
unsupported  payments. Grantees were missng bank
satements and canceled checks, had no cash receipts and
disbursements ledgers, or lacked supporting source documents
for expenditures. Grantees dso paid contractor invoices
without documentation that showed the contractor rendered
the agreed upon services. Furthermore, 19 grantees failed to
post their ledgers with current accounting transactions.

For ingtance, in Washington, D.C., at the Kentucky Courts
Resident council over haf ($28,724) of the funds spent during
the audit period could not be accounted for because they had
neither checks nor check stubs. Another $19,716 did not have
any receipts, just check stubs. The Kentucky Courts Resident
council blamed the consultant for the missing records. The
consultant said all documentation was lost when its basement
flooded. However, all documentation and support pertaining
to TOP expenses should be kept in the possesson of the
resident council.

Inadequate Capecity: Resident associations did not have the
necessary knowledge and skills needed to administer ther
grants. Thirty of the 44 resdent associations were ether
inactive or had made minima progress toward grant goals.

For example, the Martin Luther King Senior Highrise Resident
Association located in Atlanta, Georgia had only drawn down
47 percent of its Tenant Opportunity Program grant funds 4
yearsinto its 5 year grant. The group had not made substantial
progress towards accomplishing the tasks cited in its work
plan. At the onset of the program, the Resident Association
made some progress towards its goals. However, subsequent
progress reports to HUD showed no significant
accomplishments.

Thirty-four grantees were not familiar with Tenant Opportunity
Program requirements. The tenants in the associations knew
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Finding

little about the Tenant Opportunity Program before or after the
grants were awarded. Grantees did not have or were not
aware of detailed work plans to guide their grant activities.
The grant applications contained only generic work plans
which did not reflect the specific needs of each community nor
did the plans recognize the different needs arisng from the
diverse compogtion of resdents of each community. In
Atlanta, Georgia, twenty-nine grants were awarded to senior
high-rise communities and family low-rise communities under
identical grant applications, even though needs varied by type
of community.

The Pascua Yagui Neighborhood Association in Tucson,
Arizona, did not establish a plan setting out specific gods of its
program and strategies to achieve these goas. Even though
the primary task set out in the grant application was participant
capacity building, no one could identify what type of
participant capacity building was to be caried out nor the
drategy to be used in accomplishing this task. In addition,
there was no evidence available to demondtrate that even the
minimum training requirements had been met, including
traning in HUD regulations and polices financid
management, and capacity building to develop the necessary
skills to assume management responsibilities.

Officids of the Resdent Council of Asheville Housng
Authority in North Carolina were not aware of the requirement
for an audit. As a result, the grantee did not obtain an audit
and used the funds for other activities, even though it had
included $2,000 in its budget for an audit of grant funds. Since
these funds were not used for the intended purpose, we
congder them indigible. An audit is an important interna
control that helps ensure grant funds are used in accordance
with program requirements.

Improper Procurement Procedures. Fourteen of 44 grantees
did not follow proper procurement practices. Thisincluded not
having written procedures or not maintaining complete and
proper documentation to evidence the procedures used in
procuring consultant and training services. The grantees did
not document the number of bids received, how the bids were
evauated, a cost estimate and/or price anayss, and the basis
for contractor selection.
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Finding

For example, as a result of improper procurement practices,
three resdent associations in Atlanta, Georgiaa McDanid
Glenn, Martin Luther King Senior, and Jonesboro South,
contracted with a conflict of interest firm for employment
assessments and training.  The three grantees paid or owed the
firm $6,580.

Furthermore, some consultants hired by the grantees did not
always provide contracted services for which the resident
associations paid them. Kentucky Courts and Garfield
Terrace paid the same consultant $16,309 and $18,000
respectively. This consultant was hired to provide an
assessment of the problems and socia issues at the
respective housing projects, provide training for the
residents to become self sufficient; provide technical
assistance as needed by the residents, and to assist the
resdent council in applying for other resource
opportunities.  However, neither the grantee nor the
consultant could provide any evidence that these services
had been provided. In addition, the consultant had no
receipts for purchases she made on behalf of the grantee.
According to the office manager at Kentucky Courts, the
consultant spent 2 hours a week at the site but did not
provide any of the services for which she was hired; yet, she
was paid $1,000 a month. Another Washington D.C. council,
Fort Lincoln, paid $1,150 to a consultant to gpply for non-
profit status for the resdent council. The consultant did not
complete and file the application with the IRS, but the council

pad himin full.
_ The Tenant Opportunity Program granted funds to resident
Tenant Opportunity associations without adequate regard to the administrative
Program Had Systemic capability of the associations. The program did not ensure that
Weaknesses resdent associations had sufficient financid management

systems, relationships with housing authorities, or community
gpecific work plans. These systemic wesknesses dlowed the
deficiencies which the OIG auditsidentified to occur.

Under the Tenant Opportunity Program, applicants could
receive funding without first demonstrating that their financia
management systems and procurement procedures complied
with federa regulations. Although HUD rated applicants
based on their capability of handling financid resources,
absence of adequate financid controls would not prevent an
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Finding

gpplicant from being funded since awards were based on the
overd| raing and ranking. Many of the problems with the
Tenant Opportunity Program grantees occurred because the
grantees did not have adequate accounting and procurement
systems.

Resdent associations could receive Tenant Opportunity
Program funding without first committing to a partnership
arrangement with the housing authority. Although HUD rated
goplicants based on their partnership with the housing
authority, grant awards were based on an overall score. Asa
result, this one rating eement did not have to be met. The old
program did not ensure the resident associations would partner
with the housing authority to receive the assistance that they
needed. A written partnership agreement with the housing
authority is important to identify the specific duties and
objectives to be accomplished under the grant by each party
and to provide HUD assurance that the housing authority will
furnish technical assistance to the resident association.

The Tenant Opportunity Program did not ensure that grants
were awarded only to resdent associations with community
gpecific work plans. The program did require that the
goplication contain a summary description, the amount of
funding requested, and a schedule for completion of all
activitiess. HUD rated the applicants on their gods and
objectives, but partia credit would be awarded for genera or
unclear plans. Since HUD awarded grants based on applicants
overd| ratings, resdent associations were funded despite
having only generd or unclear plans.

The problems identified in the eight OIG audits of Tenant
Opportunity Program grantees demonstrate that resident
associations received grants despite having inadequate financid
management systems, no partnership agreement in place with
the housing authority, and generd or unclear work plans. The
fact that these resdent associations were entrusted with HUD
grants despite having these deficiencies eventudly cost HUD

$395,707.

Title 24, Code of Federad Regulations, part 964, charges HUD
Monitoring Of Grantees with monitoring to ensure program requirements are followed
Did Not Assure and grantees are operating efficiently and effectively. The field
Compliance offices have overdl respongbility for monitoring the grantees

progress. This responghility includes identifying appropriate

00-KC-105-0001 Page 8
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Finding

training sources, providing technical assistance when needed,
and authorizing grant fund draw downs based on line-items
approved in the work plan and budget. The OIG audits
concluded that due to insufficient training and monitoring,
grantees did not maintan financid management and
procurement systems, spent grant funds on indligible and
unsupported items, and did not make satisfactory progress
towards the gods of their grant activities. All 44 grantees
included in the OIG audits had weaknesses and problems with
their programs.

To illugrate, in Atlanta and Washington D.C., HUD initidly
designed technica assstance organizations to assst resdents
with administering their grants. The resident organizations paid
a monthly fee to the organization for assstance. When these
organizations failed to provide grantees with adequate training,
fulfill their role as service providers, and help grantees develop
community specific work plans, HUD terminated them.

In both locations, HUD then encouraged the grantees and the
aoplicable housng authority to form a partnership.  In
Washington, HUD requested the housing authority hire a
coordinator to assst grantees. In Atlanta, HUD instructed
grantees to partner with the housing authority. The Tenant
Opportunity Program Memorandum of Understanding between
the housing authority, HUD, and the resdent councils sad
HUD was respongble for determining if grantees complied
with al gpplicable HUD regulations and the Grant Agreement.
The memorandum aso sad the housing authority would
provide or coordinate ongoing technica assistance and training,
and monitor the performance of a grantee's administration of
its grant funds and periodicdly assess and evaduae the
grantees performance and progress pursuant to the work
plans. However, neither HUD nor the housing authority
complied with the requirements of the Memorandum.

For example, the Office of Public Housing officids in Atlanta
sad they had not performed any on-site monitoring of Tenant
Opportunity Program grantees. They said the grantees agreed
to come to ther office for technicad assstance. Due to
reductions in gaffing, the office did remote monitoring which
included reviewing the grantees draw downs and work plans.
Public Housing officids said they held routine meetings with
the housing authority and the technicd assstance firm.
However, remote monitoring is not an effective substitute for
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Finding

on-site monitoring where conditions are assessed in person and
al records should be available for review. The Authority said
technicd assstance and monitoring were performed on an on-
going bass and monthly reports were prepared. Although
datus reports were received, they did not address grantees
accounting services, an important area that establishes a
grantee’ s ability to manage resources.

The Washington, D.C. fidd office did not effectively monitor
the requests for grant draw downs. As a result, 52 percent of
the amount spent during the period that was audited was on
ineligible or unsupported items. The HUD Line of Credit
Control System (LOCCYS) requests and supporting documents
did not aways provide sufficient detall of the expenses for
which grantees were requesting reimbursement. However,
HUD approved draw downs of funds even though the
expenditure details were not available.

The Resdent Opportunities and Sdf Sufficiency program

Resident Opportunities improves many of the controls that existed in the Tenant
And Sdif Sufficiency Opportunity Program, but does not fully correct al of the
Program Does Not systemic type problems identified in the various OIG audits.
Address All Problems The new program has three categories of grants available to

resdent organizations. 1) Resident Management and Business
Deveopment, 2) Capacity Building and/or Conflict Resolution,
and 3) Resdent Service Delivery Modds. The new program
improves financia controls and partnerships with the housing
authorities for some categories of grants. However, it does not
ensure training in accounting and federa regulations or
increased field office monitoring.

Two of the three grant categories, the Resident Management
and Business Development and the Resident Service Délivery
Modds, ipulate a threshold requirement pertaining to
financia controls. A threshold requirement is one that must be
met for funding digibility. The control requires that unless
HUD or an Independent Public Accountant has determined
that the applicant's financid management sysem and
procurement procedures fully comply with federal regulations,
the agpplication must contain evidence that the applicant will use
the services of a Contract Administrator in administering the
grant. The control provides greater assurance that funded
goplicants will have an adequate financid management system.
The Tenant Opportunity Program grants were rated based on
their capability of handling financia resources, but the absence
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Finding

of adequate financid controls did not prevent a grant from
being digible for funding. Since the threshold requirement
does not apply to dl categories of grants funded under the new
program, HUD lacks assurance that al grantees will have an
adequate financia management system.

The Reddent Management and Busness Development
category of the Reddent Opportunity and Sdf Sufficiency
grant specifies a threshold requirement for partnerships that
must be met for funding digibility. The requirement stipulates
that the agpplication must contain a sgned Memorandum of
Understanding between the resident association and the
housng authority that describes the specific  roles,
responsibilities and activities to be undertaken between the two
parties. The requirement provides a greater assurance that
funded applicants will have adequate support and cooperation
from the housing authority than under the Tenant Opportunity
Program. Under the Tenant Opportunity Program, the absence
of such an agreement did not prevent a grant from being
eligible for funding. Because two categories of grants funded
under the new program do not have this requirement, HUD
lacks assurance that dl grantees will have an adequate
arrangement with gpplicable housing authorities.

The new program’s training requirements are smilar to those
under the old program. Both require training on HUD
regulations, financial management and capacity building. Both
require(d) the grantee to follow Office of Management and
Budget procurement requirements and ensure the training
iIwas) provided by a qualified trainer. The new program
requires the HUD field offices to monitor this process to ensure
compliance with program and Office of Management and
Budget requirements, particularly the need for competitive
bidding. Since the requirements under both programs are
essentidly the same, the same problems can be expected to
recur unless HUD improves monitoring of the program.

The new program includes a requirement for risk management.
Grantees and subgrantees ae required to implement,
administer and monitor programs to minimize the risk of fraud,
wade, abuse, and liability for losses from adversarid legd
actions. All applicants selected for a grant award must be
willing to participate in an evauation and assessment by HUD.
In addition, al three grant categories have a threshold
requirement for compliance with current programs which
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Finding

essentidly means they must not be in default with respect to
any previous HUD funded grant programs and not have any
unresolved Office of Ingpector Generd findings. Furthermore,
the new program requires that grantees submit a budget with
amounts identified by activity line item. This is a vast
improvement over the Tenant Opportunity Program.

Although the Reddent Opportunity and Sdf Sufficiency
program is an improvement over the Tenant Opportunity
Program, a key to its success will be effective red time
monitoring of the grantees. Because of daff and budget
regrictions, in the past, HUD has not demonstrated a
commitment to effective monitoring.

Auditee Comments Excerpts from HUD’s comments on our draft finding follow.

Appendix E, page 37, contains the complete text of the
comments.

HUD took exception with our conducting an audit of a
program before any grants had been awarded. They fdt that
this audit presupposes conditions which may not exist and did
not involve the objective determination of actud results.

HUD asserted that the OIG had the opportunity to raise its
concerns with the program during the Notice of Funding
Avallability clearance process, yet did not; therefore, corrective
actions cannot be implemented until 2001.

HUD believed that the title of our assessment was mideading
and requested that we changeit.

HUD dtated that our audit made statements about the Resident
Opportunities and Sdlf Sufficiency program based on audits of
the Tenant Opportunity Program funded prior to 1996. They
indicated that the scope of the Resident Opportunities and Self
Sufficency program is not limited to resdent association
grants, and in fact only a quarter of this program’s activity is
related to resdent association grants. HUD described many
improvements which had been made to the Tenant Opportunity
Program subsequent to the OIG audits summarized in this
report.
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Finding

OIG Evaluation of

Auditee Comments We conducted our audit to assess the controls over the

program as they exist now. In doing so, we identified control
weaknesses which could adlow mismanagement to occur in the
future. We did not conduct this review to identify problems
with grantee performance. We conduct audits not only to
identify problems, but aso to prevent them.

HUD apparently interpreted our lack of comments during the
Notice of Funding Availahility review process as tacit approval
of the Resident Opportunities and Self Sufficiency program. It
is true that OIG reviews HUD’s directives, including Notices
of Funding Availahility, to determine their potential impact on a
program’'s economy and efficiency without actualy evauating
current operations. However, this limited review does not rise
to the level or scope of an audit. An audit involves an in-depth,
independent, and systematic examination and testing of
evidence to assess performance, financid operations, interna
controls, compliance issues, or computer based-system.

We received the clearance package on the fiscd year 1999
Resdent Opportunities and Salf Sufficiency Notice of Funding
Avallability on June 23, 1999 with a response deadline date of
June 25, 1999. We received the clearance package on the
fiscd year 2000 funding notice for HUD’s Housing,
Community Development and Empowerment Programs,
including the Resdent Opportunities and Sdf Sufficiency
program, on December 8, 1999, with a response deadline of
December 14, 1999. Within these limited time frames, we
congdered al available, rdlevant information on the program,
and decided not to prepare any comments.

An OIG directive review does not rise to the level or scope of
an audit. A limited OIG review of aprocedurd directive, such
as a Notice of Funding Availability, does not guarantee the
discovery of dl program deficiencies and is not intended to do
0. Such discoveries are generdly made during the forma
audit process. If specific program information comes to our
atention during a directive review which is an indicator of
possble problems or risks in implementing the proposed
directive, we have an obligation to prepare written comments
derting the Department to our opinion and, in some cases,
nonconcurring with the directive. The intent of our comments
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Finding

is to forge a didogue between OIG and HUD program
officids, or other reviewers, so that perceived problems may be
discussed and resolved adequatdy and timely. Our directive
reviews and written comments are not and were never intended
to serve as a subgtitute for performing audits.

We have changed the title of our finding at HUD’ srequest.

We understand that the Resident Opportunities and Self
Sufficiency program encompasses other programs in addition
to the former Tenant Opportunity Program. In addition, we
commend HUD for making improvements to the Tenant
Opportunity Program subsequent to the OIG audits
summarized in this report. However, we 4ill beieve the
weaknesses we describe in this finding exist in the Resident
Opportunities and Sdf Sufficiency program and should be
corrected.

Auditee Comments HUD acknowledged that unlike the other funding categoriesin

Resident Opportunities and Sdf Sufficiency program, Capacity
Building and Conflict Resolution funding categories do not
have threshold requirements for a financia management system
and appropriate procurement procedures. For the FY 2001
grants, HUD will make this a threshold requirement for these
funding categories.

In addition, an expanded provison for technical assistance is
being indtituted this year to improve HUD’s ability to provide
assistance to the grantees. The program is in the process of
being developed and will permit a programmatic response to
problem Stuations that arise which prevent grantees from
making progress.

HUD is dso in the process of developing four nationwide
resdent training conferences, to be held this summer and fall,
on provisons for the Public Housng Reform Act. The
Resdent Opportunities and Sdf Sufficiency program, which
implements section 538 of the Act, will be part of thistraining.
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Finding

. HUD’s planned action to make a threshold requirement for
Ol G. Evaluation of financia management systems and procurement procedures for
Auditee Comments the Capacity Building and Conflict Resolution grants should
correct the control weakness identified in our finding.

We agree that HUD’ s planned technica assistance and resident
training conferences will also be beneficid to increase resdent
association skills and program compliance.

HUD acknowledged that unlike the other funding categoriesin
Resdent Opportunities and Self Sufficiency program, Capacity
Building and Conflict Resolution funding categories do not
have a threshold requirement for a Memorandum of
Understanding between the resident association and the
housng authority. That is because dte based resident
associations are not digible applicants for these two categories.

Auditee Comments

The digible gpplicants for these two grant types are City-Wide
Resdent Organizations, Intermediary Resdent Organizations
and non-profits supported by resdents. HUD bdieves it is
inappropriate to require these gpplicants to have an agreement
with the housing authority when their relationship in this
funding category is directly with the resdent organizations.

Beginning in FY 2001, if proposed grant activities are to be
conducted on the housing authority premises, HUD will require
awritten agreement for space the housing authority is donating
for training activities.

HUD reiterated it will provide resident training conferences.

. We agree with HUD’s planned change to require these
OIG. Evaluation of grantees to enter a written agreement for space the housing
Auditee Comments authority is donating for training activities. However, we
believe a Memorandum of Understanding should be a threshold
requirement for any activities conducted with the housing
authority for al grant types.
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Finding

We dso agree that HUD’s planned resdent training
conferences will be beneficid to increase resdent association
skills and program compliance.

HUD bedieves that the Resdent Opportunities and Sdf
Sufficiency program provides more detalled, community
specific work plans than the Tenant Opportunity Program
work plan requirements which we reviewed in previous OIG
audits. Under the Resident Opportunities and Sdlf Sufficiency
program, detailed work plans are required by budget line items
for each funding category. This provides a more structured
approach for grantee performance than was previoudy required
under the Tenant Opportunity Program.

Auditee Comments

These budget line items provide aflexible gpproach for changes
to work plans since they represent the foundation for grant
activities. Field Office staff and grantees can reach agreement
on proposed changes during the course of the grant to keep
activities targeted toward their projected goal.

As a procedure for the Resident Opportunities and Sdf
Sufficiency program, draw downs require review and approva
by Fidd Office staff before funds are released for disbursement.
This means that an on-going process requires the review of the
budget and work plan activities to support al disbursements.

HUD redstated that it will provide technica assstance and
traning to resdents on the Resident Opportunities and Sdlf
Sufficiency program. Any problems regarding compliance with
approved work plans, budgets, and gods can be corrected
through this Technicd Asssance vehicle. The training
conferences will be held this year and the importance of
adhering to the community specific work plans, budget, time
frames, and gods of the program will be emphasized in the
training.

I
OIG Evaluation of
Auditee Comments

We understand that under the Resident Opportunities and Self
Sufficiency program detailed work plans are required by line
item amounts for each budget category. We agree this
provides a more structured gpproach for grantee performance
measurement. This, coupled with the fact that Field Office staff
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Finding

will now be required to approve grant draw downs by
reviewing the budget and work plan activities to support dl
disbursements, should address the concerns we included in our
draft  finding. Therefore, we have removed the
recommendation addressng community specific work plans.

]
Auditee Comments

HUD dates there are currently a number of policies and
procedures in place covering the payment system, work plans,
budgets, and semi annud reports for monitoring of program
grantees by Fied Staff. The Department, however, is amiable
to evauaing, enhancing and updating monitoring
respongbilities for Field Office staff.

For the Resident Opportunities and Sdlf Sufficiency program,
HUD has committed procurement resources to provide
program assessments and technicad assstance specificaly for
this program to both grantees and HUD Field Office staff. This
will compliment Field Office monitoring efforts.

If HUD evauates and updates it monitoring responsibilities for

OIG Evaluation of Field Office Staff and assigns adequite resources to accomplish

Auditee Comments this monitoring, this will address our concerns.
|
Recommendations We recommend that the Deputy Assistant Secretary for the

Office of Public and Assisted Housing Delivery:

1A. Ensures the Reddent Opportunities and Sdf
Sufficiency program threshold requirement for the
goplicant’'s  financid management sysem and
procurement procedures be applied to all categories of
Resdent Opportunities and Saf Sufficiency grants.

1B. Ensures the Reddent Opportunities and Sdf
Sufficiency program threshold requirement for a
Memorandum of Understanding between the resident
asociation and the housing authority be applied to all
categories of Reddent Opportunities and Sdf
Sufficiency grants that would involve the housing
authority.
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Finding

1C.  Deveops policies and procedures that require on-dite,
red time monitoring and assigns adequate resources to
accomplish this.
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Management Controls

In planning and performing our audit, we considered the management controls of the Office of Public
Housing to determine our auditing procedures, not to provide assurance on the controls. Management
controls include the plan of organization, methods and procedures adopted by management to ensure
that its gods are met. Management controls include the processes for planning, organizing, directing,
and controlling program operations. They include the systems for measuring, reporting, and
monitoring program performance.

We determined the following management controls were

RE B LI AZE S relevant to our audit objectives.

Controls

Policies and procedures that the Office of Public Housing
has implemented to reasonably ensure grant proceeds are
gppropriately administered by grant recipients.

We assessed the relevant control identified above.

It is a ggnificant weskness if management controls do not
provide reasonable assurance that the process for planning,
organizing, directing, and controlling program operations will
meet an organization’s objectives.

SaiitEsT s s Sﬁcgr]\tvsg;(:gsw we believe the following item is a
The Resident Opportunities and Self Sufficiency program
does not adequatedly address dl weaknesses found in the
Tenant Opportunity Program; policies and procedures are
not adequate to ensure the program will meet its goa's and
objectives (see Finding).
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Management Controls
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Follow Up On Prior Audits

Thisis the first Office of Ingpector Generd audit report that summarized the results of past audits on
the Tenant Opportunity Program to determine if the new Resident Opportunity and Self Sufficiency
program adequately addresses past problems. We did not follow up on the status of corrective actions
taken or initiated to address the individual recommendations in the reports on the Tenant Opportunity
Program that we summarized.
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Follow Up On Prior Audits
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Appendix A

External Audit Reports

Report Number

L ocation

I ssue
Date

Period
From

Audited
To

Auditees

96-SF-209-1808

Tucson, AZ

9/20/96

11/1/94

7/124/96

PY Neighborhood Assoc, Inc.

97-AT-101-0002

Atlanta, GA

2/121/97

1/1/95

6/30/96

Barge Road

Capitol Homes

Cheshire Bridge Road

John O. Chiles

Cosby Spears

East L ake Meadows High-Rise

East Lake Meadows Low-Rise

Georgia Avenue

Gilbert Gardens

Grady/Graves/Grady Annex

Hightower Manor

Hollywood Courts

Jonesboro North (1)

Jonesboro South (1)

Kimberly Courts

LeilaVdley

McDaniel Glenn (1)

Marian Road

MLK Memorial High-rise (1)

Martin Street Plaza (1)

Marietta Road

Palmer House

Peachtree Road

Perry Homes

Piedmont Road

Roosevelt House

Thomasville Heights

U-Rescue Villa

University/John Hope

Westminister

97-AT-205-1806

Atlanta, GA

4/17/97

10/28/94

10/27/97

Martin Street Plaza (1)

97-FW-202-1808

Galveston, TX

9/29/97

Cedar Terrace

Holland House

Magnolia Homes

Oleander Homes

98-AT-201-1001

Alma, GA

1/20/98

1/1/95

12/31/96

Alma Resident Council

99-AT-204-1805

Asheville, GA

4/14/99

10/1/95

11/98

Res. Council of Asheville HA, Inc.

99-AT-201-1810

Atlanta, GA

8/2/99

2/1/96

12/31/98

Jonesboro North (1)

Jonesboro South (1)

McDaniel Glenn (1)

MLK Memorial High-rise (1)

00-AO-201-1001

Washington D.C.

3/30/00

1/98

9/99

James Apartments

Kentucky Courts Senior

Fort Lincoln

Knox Hill Senior

Horizon House Senior

Hopkins Apartments

Garfield Terrace

(1) Project was audited in two separate audits.
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Appendix B

Audit Reports Summarized

B-1: Report Number: 96-SF-209-1808, Location: Tucson, AZ, Date: 9/20/96

A limited review was conducted of the PY Neighborhood Association, Inc.’s implementation and
administration of its Tenant Opportunity Program grant during the period November 1, 1994
through July 24, 1996. The objective of the review was to ascertain if the Association was
conducting its program according to program requirements and if grant expenditures were eligible
under HUD regulations.

The Audit concluded the Association failed to develop management and financial skills needed to
administer its program. Specifically:

A work plan setting out goals of the program and strategies to achieve the goals was
not developed. There was no evidence to show program training regquirements were
achieved.

Policies and procedures necessary to determine cost eligibility and properly account
for grant expenditures were not established.

Policies necessary for the proper administration of its program were not developed.

As a result, although in its second year of funding, the Association had made little progress in
meeting the objectives of the Tenant Opportunity Program. Further, documentation was not
available to fully support any of the $19,973 in grant expenditures.

The audit recommended that HUD:

Require the Association to demonstrate that it has the financial and administrative
capacity to effectively administer its grant program before it is alowed to draw down
any more funds.

Require the Association to submit documentation to support the $19,973 in
undocumented expenditures and refund any amounts determined to be ineligible or
reduce the grant by alike amount.

Work with the Association to establish needed financial and management procedures,
realistic goals and a strategy to meet the goals, including the provison of needed
and/or required training of residents.
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B-2: Report Number: 97-FW-202-1808, Location: Galveston, TX, Date: 9/29/97

In connection with an audit of the Housing Authority of the City of Galveston, Texas, a review
was conducted of the Tenant Opportunity Program in response to concerns expressed by the
Authority’s Board of Commissioners. The objective of the review was to assess the propriety of
grant expenditures and the appropriateness of the council’s contract with the Authority’s finance
director.

The review concluded that the resident council did not keep appropriate records. In
procurements, Authority personnel advertised for contracts, but did not retain documentation on
the results of the solicitation, determination of reasonableness of price, and the basis for selection.
The review did not find that expenditures were ineligible. The council maintained sufficient
supporting documents to show eligibility of grant expenditures. Further, the review determined
the contract with the Finance Director did not violate any HUD rule and the Finance Director
performed the services set out in the contract.

The audit report did not contain any controlled recommendations.
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Appendix B

B-3: Report Number: 98-AT-201-1001, Location: Alma, GA, Date: 1/20/98

A limited review was conducted of the Alma, Georgia Tenant Opportunity Program administered
by the Alma Resident Council Inc. The audit covered the period January 1, 1995 through
December 31, 1996. The objective of the review was to determine whether the Resident Council
administered the Tenant Opportunity Program in an efficient and economical manner.

The review concluded that the Resident Council mismanaged its HUD program. The
mismanagement adversely affected program operations and resulted in wasted funds. The Council
ignored program budgets, and did not implement severa maor components of the Tenant
Opportunity Program. The Council disbursed: $38,692 for unauthorized purposes; $21,434 for
questionable consultant fees; and $4,857 for other unalowable and unsupported costs. The
Council had not implemented several necessary budget activities, and had not established formal
accounting records to track grant revenues and expenditures. As aresult, the Tenant Opportunity
Program failed to achieve its purpose.

The review recommended that HUD:

Take actions to seek repayment for the ineligible and unsupported costs that cannot be
supported or document why recovery is not possible.

Require the Council to cancel a contract with a consultant on grounds of default and
seek reimbursement for services that the consultant did not perform.

Consult with the HUD Legd Division on the feasibility of filing a clam under the
Atlanta Housing Authority’ s employee liability policy for disalowed costs.

Require the Council to develop and submit a plan for correcting the reported
violations and for spending the remaining grant funds.

Require the Council to submit a periodic financial status report to HUD until reported
violations are corrected.

Restrict the Council’s ability to draw program funds until it has demonstrated
compliance with HUD’ s requirements.

Require the Council to obtain a competent program manager who has the ability to
properly administer the program.

Page 27 00-KC-105-0001

‘Table of Contenti ‘ Exit ‘I




Appendix B

B-4: Report Number: 97-AT-101-0002 Location: Atlanta, Georgia Date: 2/21/97

An audit was conducted of thirty-one Tenant Opportunity Program grantees at Atlanta Housing
Authority developments during the period January 1, 1995 through June 30, 1996. One of these
grantees, Herndon Homes, did not respond to OIG attempts to audit it. The objectives were to
determine the financial status of each grantee, the extent of technical assistance provided to the
grantees, the grantees progress toward accomplishing the goals of the program, and HUD or the
housing authority’s planned actions to support the continued activities of the grants in light of
discontinuation of the Technical Assistance Organization.

The Audit concluded these resident organizations lacked the capacity to continue their grants
without substantial technical assistance. The grantees lacked control over grant funds, had
inadequate books and records, and lacked basic knowledge of the program.

The conditions were attributed to the failure of the technical assistance organization concept in
that it did not fulfill the role of a services coordinator and technical advisor. As a result, the
grantees did not develop management capabilities and did not identify social support needs for the
purpose of increasing resident management of public housing projects. The 31 grantees spent
approximately $650,000, or 22 percent of the funds awarded by HUD. In addition, the senior
high-rise grantees did not exhibit any desire to pursue resident management or related functions.
HUD and the Atlanta Housing Authority initiated efforts to provide Tenant Opportunity Program
grantees with technical assistance.

The audit recommended that HUD:

Recover the $9,639 spent on ineligible activities or document why recovery is not
possible. If funds are not recoverable, the grants should be reduced.

Ensure that each grantee adopts an appropriate accounting system that complies with
Office of Management and Budget Circular A-110.

Suspend the grants of each grantee with unsupported costs until the grantees submit
documentation to support the $66,973 in undocumented expenditures and refund any
amounts determined to be ineligible.

Ensure each grantee develops a community specific work plan that includes budgets,
timeframes and performance standards.

Require senior high-rise grantees identify eigible activities for their communities, or
terminate the grant balances totaling $1,005,182 for those who do not.

Terminate the Marian Road senior high-rise grant of $100,000.

Suspend the Herndon Homes grant until their records can be reviewed by the field
office and expenses of $5,707 can be verified.
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B-5: Report Number: 97-AT-205-1806, Location: Atlanta, GA, Date: 5/17/97

A review was conducted of the Charis Community Housing, a non-profit organization that
received HUD grants to oversee the conversion of Martin Street Plaza from public housing to
homeownership units. Charis was responsible to assist and advise the residents, assist the Atlanta
Housing Authority in monitoring the construction, and financially manage grants and donated
funds to be used for project renovation, job training, and resident job and business development.
Their responsibility included a Tenant Opportunity Program grant of $100,000. The review
covered the period October 28, 1994 through October 27, 1997. The purpose of the review was
to determine whether funds were properly drawn and expended as authorized.

The review concluded that Charis did not maintain control over its finances. It did not support
expenditures or follow its cost allocation plan and made inaccurate accounting entries. The report
confirmed that the deficiency of retaining funds in excess of immediate needs that was reported in
a previous report, 97-AT-101-002, dated February 21, 1997, had not improved. The amount in
the bank had increased by approximately $8,500 since the previous report. As a result, HUD
lacked assurance as to the reasonableness and necessity of grant expenditures.

In regards to the Tenant Opportunity Program, the audit recommended that HUD:

Seek support and full accounting for use of the HOPE | grant, donated goods and
funds, the Tenant Opportunity grant, and the comprehensive grant; and prohibit Charis
from participating in other HUD programs if it is unable to properly account for these
expenditures.

Require Charis to obtain an audit for 1996.
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B-6: Report Number: 99-AT-201-1810, Location: Atlanta, Georgia Date: 4/14/99

A review was conducted of four Tenant Opportunity Program grantees. McDaniel Glenn, Martin
Luther King Senior High-rise, Jonesboro North, and Jonesboro South Resident Associations
during the period February 1, 1996 through December 31, 1998. These same grantees were
reviewed in aprior audit of the Tenant Opportunity Program grantees of Atlanta Housing
Authority Developments (Audit Report 97-AT-101-0002). The objective of the audit wasto
determine whether the four resident associations administered their programs and expended HUD
funds in accordance with federal requirements.

The review determined that the grantees continue to lack the capacity to administer their grants as
cited in the prior reviews. Specifically:

The four grantees did not adequately administer their grants and account for grant fundsin
accordance with federal requirements.

The grantees did not follow proper procurement procedures used in awarding contracts to
consultants and trainers.

Two of the grantees had made little progress towards accomplishing the tasks cited in their
work plans.

As aresult, the grantees incurred $37,945 of ineligible and unsupported costs and lacked the
capacity to continue their grants.

The audit recommended that HUD:

Terminate all four grantees.

Recover the outstanding grant amounts.

Monitor and provide adequate technical assistance and training to the remaining Tenant
Opportunity Program grantees.
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B-7: Report Number: 99-AT-204-1805, Location: Asheville, NC, Date: 5/14/99

Tenant Opportunity Program activities of the Residents Council of the Asheville Housing
Authority were reviewed in response to citizens complaints. The complaints alleged that the
Council was not conducting its activities according to requirements. The objective of the review
was to determine whether the Council maintained proper control over its Tenant Opportunity
Program funds, used the funds for eligible activities, and complied with applicable laws and
regulations. The review generally covered the period October 1, 1995, through November 30,
1998.

The review concluded that expenditures were eligible and properly supported. However, the
Council did not obtain an audit of the activities of its Tenant Opportunity Program grant.
Therefore, HUD did not have assurance that the Council administered its grant according to
program requirements. Additionally, the Council only required the signature of one officer on
disbursement checks. Two signatures should have been required to provide a more effective
internal control over disbursements.

The review recommended that HUD require:

The Council to obtain an audit of its Tenant Opportunity Program grant funds and
provide a copy of the report to HUD or return the $2,000 that was set aside for that
purpose.

For any future HUD funded activities, require the Council to follow its policy of
having two signatures on checks.
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B-8: Report Number: 00-A0O-201-1001, Location: Washington, D.C., Date: March 30, 2000

At the request of the District of Columbia Housing Authority, an audit was completed of seven
Tenant Opportunity Program grantees. The review covered the period January 1, 1998, through
September 30, 1999. The objective of the audit was to determine whether the grantees managed
their Tenant Opportunity Program grant funds according to Federal requirements.

The Audit concluded that the seven grantees lacked the knowledge and technical skills to manage
their grants. Specifically, the grantees:

Did not have adequate controls over their grant funds;
Did not establish financia management systems;

Did not retain adequate accounting records;

Did not follow proper procurement procedures; and
Paid consultants for services not performed.

The conditions occurred because the HUD District of Columbia field office and the District of
Columbia Housing Authority did not adequately monitor and train grantees. As a result, the
seven grantees spent $144,038 for indligible and unsupported expenses.

The audit recommended that HUD:

Recover indligible and unsupported costs unless documentation is obtained to explain
unsupported costs,

Provide grantees technical assistance on managing checkbooks, retaining source
documents, and establishing procurement procedures,

Require grantees to establish financial management systems to manage and account for
Tenant Opportunity Program grant funds;

Instruct grantees to monitor services provided by consultants and make payments only
after services are provided;

Periodically verify future grant draw down requests against the source documents; and
Inform the Grants Management Center of the inability of these Tenant Opportunity
Program grantees to manage grant programs.
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Appendix C

Schedule of Deficiencies

Type of Deficiency (See Next Page for Description)
Resident Council/Grantee Staie 1 2 3 4 5 6 7 8 9 10 11 12
Barge Road GA X X X X X X
Capitol Homes GA X X X X X X
Cheshire Bridge Road GA X X X X X
John O. Chiles GA X X X X X
Cosby Spears GA X X X X X X X
East Lake Highrise GA X X X X X
East Lake Meadows GA X X X X
Georgia Avenue Highrise GA X X X X X
Gilbert Gardens GA X X X X
Grady Homes/Annex GA X X X X X X
Hightower Manor GA X X X
Hollywood Courts GA X X X X X X X
Jonesboro North (a) GA X X X X X X X X X
Jonesboro South (a) GA X X X X X X X X
Kimberly Courts GA X X X X X X X X X
LellaValley GA X X X X
McDaniel-Glenn (a) GA X X X X X X X X
Marian Road GA X
MLK Memorial Highrise (@) GA X X X X X X X X
Martin Street Plaza GA X X X X X
Marietta Road GA X X X X X X
Palmer House GA X X X X X X X X
Peachtree Road GA X X X X X
Perry Homes GA X X X X
Piedmont Road GA X X
Roosevelt House GA X X X X
Thomasville Heights GA X X X X X
U-Rescue Villa GA X X X X X X X X X
University/John Hope GA X X X X X X X X
Westminister GA X X X X X X X X
Alma Resident Council, Inc GA X X X X X
Residents Council of Asheville NC X X X
Magnolia Homes TX X
Cedar Terrace TX X
Holland House TX X
Oleander Homes TX X
PY Neighborhood Assoc. Az X X X X
James A partments DC X X X X X
Kentucky Courts Senior DC X X X X
Fort Lincoln DC X X X X
Knox Hill Senior DC X X X
Horizon House Senior DC X X X X
Hopkins Apartments DC X X X X X X X
Garfield Terrace DC X X X X
Totals 26 8 15 15 27 29 19 30 34 14 1 3
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Description of Deficiency types

Controls over Grant Funds
1 - Ineligible/Questionable Expenditures
2 - Excessive Draws
3 - Negative Bank Balances
4 - Checks Written to Cash or Check Signer
5 - Bank Statements not Reconciled

| nadequate Accounting Records
6 - Missing/Incomplete Accounting Records and Supporting Documents
7 - Ledger Postings were Inaccurate/Not Current

Grantee Capacity
8 - Grantee Inactive/lLacked Performance of Grant Activities
9 - Lacked Knowledge of TOP requirements

Management Controls
10 - Did not Follow Proper Procurement Practices
11 - Did not Obtain Audit of Grant Funds
12 - Checks Only Required One Signature
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Appendix D

Ineligible and Unsupported Costs

Following are the Unsupported and Ineligible costs reported in the OIG audit reports issued
between September 1996 and March 2000:

RESIDENT COUNCIL UNSUPPORTED |INELIGIBLE
\ $150.83

East LakeMeadowsLow-Rise (| |
Gilbert Gardens | 6283
Hightower Manor | 7798
Jonesboro North 1
Kimberly Courts
Marian Road I
Martin Street Plaza
MLK Memorial 1 I
Peachtr ee Road

Piedmont Road

Thomasville Heights

Univer sity/John Hope
PY Neighborhood Association | 1997300 |

1) McDaniel-Glenn, MLK Senior High- I
from Report of 8/2/99 34,283.00 3,662.00
$304,462.44|  $91,244.61

* 30 percent of the funds audited ($1,306,861 audited in the eight reports).
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*‘% U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
& WASHINGTON, D.C. 20410-5000

R

&,
%,
®an pever®

OFFICE OF THE ASSISTANT SECRETARY
FOR PUBLIC AND INDIAN HOUSING

MEMORANDUM FOR:  Roger E. Niesen, District |Inspector General for
Audi t, 7AGA

FROM doria J. Cousar, Deputy Assistant Secretary, Ofice of
Public and Assisted Housing Delivery, PE

SUBJECT: Managenent Response to Ofice of Inspector Ceneral
Draft Audit Findings and Rel ated Schedules with respect
to the Assessnent of the Resident Association Gants,
dat ed February 28, 2000.

Thi s managenent response addresses O G recommendati ons for
i nproving the requirenents of the Resident Opportunity and Self
Sufficiency (ROSS) program as published in the program NOFA. W
guestion the validity of formal findings for a program where
grants have not been awarded. Conducting an audit on the ROSS
program before it is active, presupposes conditions which nay not
exi st and does not involve the objective determ nation of actual
results. Consequently, we believe an audit nenorandum for
program i nprovenents would be a nore appropriate action. To that
extent, we are taking these as concerns under advisenent for the
ROSS program i npl enentation in FY 2001 and beyond.

It should be noted that the Departnental clearance process
provi des internal organization segnents, including the OG an
opportunity for input on new program NOFAs. It is unclear to us
why O G s ROSS program concerns were not surfaced during this
process. Had O G adopted such a position, PIH could have
responded to any concerns prior to publication of the FY 2000
NCFA. Since the FY 2000 ROSS NOFA has al ready been published in
the Departnent’s Super NOFA, any corrective actions to the NOFA
can not occur prior to FY 2001.

Your report states, “The Resident Opportunities and Sel f
Sufficiency Programinproves upon nmany of the controls of the
Tenant Qpportunity Program but does not adequately address al
weaknesses”. The title of your assessnent, “HUD Has No Assurance
Resi dent Qpportunities and Self Sufficiency Gants WIIl Be
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Ef fectively Managed”, is m sleading and we strongly urge you to
change it. Wth the exception of the service coordi nator renewal
grants, no ROSS program grants have been awarded to date.

This O G assessnent makes statenents about ROSS program
out cones based on audits of TOP prograns funded prior to 1996.
This is particularly disturbing since the scope of the ROSS
programis not limted to resident association grants. Only a
quarter of ROSS programactivity is related to resident
association grants. This report indirectly inplies that ROSS is
sinply a revised version of TOP. This is far fromthe truth
Not only does ROSS incorporate revised i nprovenents fromthe
previ ous TOP Program but it also enconpasses the PIH Service
Coordi nator Program and what was previously the Econom c
Devel opment and Supportive Services (EDSS) Program Therefore,
resi dent association grants are only a small part of ROCSS.

Wth regard to prior TOP audits, in FY 1997 the Departnent
made substantial changes to the TOP NOFAs and Application Kits
whi ch greatly inproved program specifications. In addition,
several corrective PIH Notices were issued by the Departnent as a
result of previous O G findings. The effect of these changes
have not been reflected nor assessed within this O G report.

In 1997 the Departnment, with contractor assistance,
conducted a program eval uati on of TOP foll owed by direct
techni cal assistance and training to individual grantees. This
resulted in risk reducing corrective actions, nmanagenent
i nprovenents, and programmati c changes. Many of these changes
were consistent with inplenenting recommendati ons proposed during
1995 and 1996 by the O G. Approximtely 139 TOP grantees
received on-site technical assistance and training to inprove
performance. This does not include training and technical
assi stance provided by the field office and headquarters staff
and that grantees received at various training conferences and
on-site visits over a period of tinme. Technical assistance is
still being provided, through out-sourced procurenent as well as
other nmeans to TOP grantees, and will continue throughout the
grant term

The FY 1997 NOFA i ncorporated program desi gn changes
i ncl udi ng such threshold requirenents as a partnership between
the resident association (RA) and the housing authority (HA)
docunented by a signed Menorandum of Understandi ng; an agreenent
provi ding use of a comunity facility to anchor resident
activities; evidence that the RA would use the services of a
Contract Adm nistrator in the absence of a determ nation by HUD

! The Tenant Qpportunity Program Eval uation, U.S. Departnent of
Housi ng and Urban Devel opnent, May 1997, pages. 8-9.
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or an independent CPA that the RA's financial managenent system
conplied with 24 CFR 84; and a sound assessnent of residents'
needs and resources to neet the needs, anong other requirenents.
In addition to nodifying the application threshold requirenents,
the 1997 NOFA restructured selection factors designed to
enphasi ze perfornmance capability and nade 64 TOP grantees that
failed to conply with programrequirenents ineligible for 1997
TOP fundi ng.

In addition, the Departnment has made significant strides at
i nproving the specificity of TOP work plans through inprovenents
in the requirenents of NOFAs and techni cal assistance and
training, as well as the issuance of several, PIH Notices. They
are: PIH Notice 99-24, Travel Policy for Resident
Managenent / Tenant Opportunities program G antees, Notice 99-3,
Budget Line Itens for the Consolidated Econom c Devel opnent and
Supportive Services and Tenant Qpportunities Programin the Line
of Credit Control System Voice Response System and PIH Notice
96- 29, Inplenenting Performance Standards Required by the Tenant
Qpportunities Program (TOP)

You report that although the ROSS programis an inprovenent
over TOP, it does not adequately address all weaknesses. As
stated earlier, we do not believe that your recommendations rise
to the level of audit findings. However, we will respond to each
of your concerns:

Pl H RESPONSE TO RECOVMVENDATI ONS

Recommendati on 1A. Ensure that the ROSS programthreshold
requi renent for the applicant's financial nmanagenent system and
procurenment procedures be applied to all categories of ROSS
grants.

We acknow edge that unlike the other funding categories in
RCSS, Capacity Building (CB) and Conflict Resolution (CR) funding
categories do not have threshold requirenents for a financial
managenment system and appropriate procurenment procedures. For
the FY 2001 ROSS NOFA, we will make this a threshold requirenent
for these fundi ng categories. However, please note that the
requi renments of OVMB G rcular A-110, Uniform Adm nistrative
Requirenments for Grants and Agreenents with Nonprofit
Organi zations applies to all ROSS grant recipients.

In addition, an expanded provision for technical assistance
is being instituted to inprove our ability to provide assistance
to ROSS grantees. This is a ROSS Technical Assistance (RGOSS-TA)
Programthat will be funded this fiscal year to support the ROSS
program It is in the process of being developed and will permt
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a programmtic response to problemsituations that arise and
prevent grantees from maki ng progress.

We are also in the process of devel oping four nationw de
resident training conferences, to be held this sunmer and fall,
on provisions for the Public Housing Reform Act. The ROSS
program which inplenents section 538 of PHRA, will be part of
this training.

Recommendati on 1B. Ensure that the ROSS programthreshold
requi renment for a MOU between the resident association and the
housing authority is applied to all categories of ROSS grants.

We acknow edge that unlike the other funding categories in
ROSS, Capacity Building and Conflict Resolution funding
categories do not have a threshold requirement for a MOU between
the resident association and the housing authority. That is
because site based resident associations are not eligible
applicants for these two categories.

The eligible applicants for the CB/CR are Cty-Wde Resident
Organi zations (CARGCs), Internediary Resident O ganizations (1ROs)
and non profits supported by residents. Wth respect to the
CB/ CR grant category, the ROSS NOFA requi res subm ssion of a
| etter of support fromthe resident association to be served. W
believe it is inappropriate to require CARGCs, | RGOs and non
profits to have an agreenment with the housing authority when
their relationship in this funding category is directly with the
resi dent organi zations.

| f CB/CR proposed grant activities are to be conducted on
the HA premi ses, a witten agreenent for space the housing
authority is donating for training activities wll be required.
For FY 2001 this requirenent will be part of the NOFA

As stated earlier, we are in the process of devel oping four
nati onw de resident training conferences on provisions of the
Publ i ¢ Housing Reform Act. The ROSS program which inplenents
section 538 of PHRA, will be part of this training.

Recommendati on 1C. Require each resident council to develop a
community specific work plan that includes budgets, tinefranes,
realistic goals and a strategy to neet these goals including the
provi sion of needed or required training of residents.

The recommendation as stated is incorrect. The ROSS program
requires a grantee specific work plan, budget, and tine frames
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for each applicant. The FY 1999 ROSS NOFA states, all applicants
must submt:

“A three-year work plan for inplenenting grant activities
whi ch includes reasonably achi evabl e, quantifiable goals,
budget, tinmetable and strategies, including any innovative
approaches. In addition to a narrative, please use the
formats provided in the application kit to chart the
followng: (1) Activity plan summary; (2) Activity breakout;
(3) Budget breakout; (4) Sumrmary budget; (5) Program
resources; and (6) Program staffing”.

We believe that the ROSS NOFA and application requirenents
provide nore detailed, comunity specific work plans than the TOP
Wrk Plan requirenments reviewed in previous O G audits. Under
ROSS, detailed work plans are required by budget line itens for
each funding category. This provides a nore structured approach
for grantee performance than was previously required under TOP.

These budget line itens provide a flexible approach for
changes to work plans since they represent the foundation for
grant activities. Field Ofice staff and grantees can reach
agreenent on proposed changes during the course of the grant to
keep activities targeted toward their projected goal.

As a procedure for the ROSS program LOCCS draw downs
require review and approval by Field Ofice staff before funds
are rel eased for disbursenent. This nmeans that an on-going
process requires the review of the budget, and work plan
activities to support all disbursenents.

In addition, as an inprovenent to our ability to provide
assistance to ROSS grantees, a ROSS-TA Programw || be funded
this fiscal year to support the ROSS program It will permt a
programmati c response to problemsituations that arise which
prevent grantees from making progress. Any problens regarding
conpliance to approved work plans, budgets, and goals can be
addressed/ corrected through this Technical Assistance vehicle.

We are in the process of devel oping four nationw de resident
trai ning conferences on provisions for the Public Housing Reform
Act. The RGOSS program which inplenents section 538 of PHRA,
will be part of this training. These training conferences wll
be held this year and the inportance of adhering to the community
speci fic work plans, budget, tine franes, and goals of the
program w || be enphasized in the training.
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Recommendati on 1D. Devel op policies and procedures that require
on-site, real tinme nonitoring and assi gn adequate resources to
acconplish this task

Currently, there are a nunber of policies and procedures in
pl ace covering LOCCS, work plans, budgets and sem annual reports
for nonitoring of programgrantees by Field Staff. It should
al so be noted that existing policies nowrequire all LOCCS/ VRS
fundi ng di sbursenents to be pre-approved by a HUD official for
programeligibility and conpliance. The Departnent, however, is
am abl e to eval uating, enhancing and updating nonitoring
responsibilities for Field Ofice staff.

For the ROSS program we have conmtted procurenent resources
to provide program assessnents and technical assistance
specifically for the ROSS programto both grantees and HUD Fi el d
Ofice staff. This will conpliment Field Ofice nonitoring
efforts.

We believe these responses adequately address the concerns
rai sed in your recommendations. Should you have further
guestions or concerns, please contact Paula O Blunt of ny staff
at (202)619-8201.
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Distribution

Deputy Secretary, SD

Chief of Staff, S (Room 10000)

Specia Assgtant to the Deputy Secretary for Project Management, SD (Room 10100)
Acting Assistant Secretary for Administration, S (Room 10110)

Assstant Secretary for Congressional and Intergovernmenta Relations, J (Room 10120)
Senior Advisor to the Secretary, Office of Public Affairs, S (Room 10132)

Director of Scheduling and Advance, AL (Room 10158)

Counsdlor to the Secretary, S (Room 10234)

Deputy Chief of Staff, S (Room 10226)

Deputy Chief of Staff for Operations, S (Room 10226)

Deputy Chief of Staff for Programs and Policy S (Room 10226)

Deputy Assstant Secretary for Public Affairs, W (Room 10222)

Specid Assigtant for Inter-Faith Community Outreach, S (Room 10222)

Executive Officer for Adminigtrative Operations and Management, S, (Room 10220)
Senior Advisor to the Secretary for Pine Ridge Project, W (Room 10216)

Generd Counsdl, C (Room 10214)

Director, Office of Federal Housing Enterprise Oversight, O (9" Floor Mailroom)
Assstant Secretary for Housing/Federd Housing Commissioner, H (Room 9100)
Office of Policy Development and Research, R (Room 8100)

Assstant Secretary for Community Planning and Devel opment, D (Room 7100)
Government National Mortgage Association, T (Room 6100)

Asssgtant Secretary for Fair Housing and Equal Opportunity, E ( Room 5100)
Chief Procurement Officer, N (Room 3152)

Assstant Secretary for Public and Indian Housing, P (Room4100)

Chief Information Officer, Q (Room 3152)

Director, Office of Departmental Operations and Coordination, | (Room 2124)
Chief Financid Officer, F (Room 2202)

Director, Enforcement Center, V (200 Portas Building)

Director, Red Estate Assessment Center, X (1280 Maryland Avenue, SW, Suite 800)
Director, Office of Multifamily Assstance Restructuring, Y (4000 Portals Building)
Secretary’ s Representative, New England, 1AS

Secretary’ s Representative, New York/New Jersey, 2AS

Secretary’ s Representative, Mid-Atlantic, 3AS

Secretary’ s Representative, Southeast, 4AS

Secretary’ s Representative, Midwest, 5AS

Secretary’ s Representative, Southwest, 6AS

Secretary’ s Representative, Great Plains, 7AS

Secretary’ s Representative, Rocky Mountains, 8AS

Secretary’ s Representative, Pacific/Hawali, 9AS

Secretary’ s Representative, Northwest/Alaska, 10AS

State/Area Coordinators, Senior Community Builders

Assstant Deputy Secretary for Field Policy and Management, SDF (Room 7108)
Deputy Chief Financia Officer for Finance, FF (Room 2202)

Director, Office of Budget, FO (Room 3270)
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Departmental Audit Liaison Officer, FFC (Room 10176)
Public and Indian Housing, PF (Room5156)

Primary Fied Audit Liaison Officer, 6AF

Acquisitions Librarian, Library, AS, (Room 8141)
Native American Programs, Easternwoodlands, SAFI

Chairman, Committee on Governmenta Affairs, 340 Dirksen Senate Office Building,
United States, Senate, Washington, DC 20510

Ranking Member, Committee on Governmenta Affairs, 706 Hart Senate Office Building,
United States, Senate, Washington, DC 20510

Chairman, Committee on Government Reform, 2185 Rayburn Building, House of
Representatives, Washington, DC 20515

Ranking Member, Committee on Government Reform, 2204 Rayburn Building
House of Representatives, Washington DC 20515

Subcommittee on Oversight and Investigations, Room 212 O’ Nell House Office Building
Washington, DC 20515

Director, Housng and Community Development Issue Area, United States General Accounting
Office, 441 G Street NW, Room 2474, Washington DC 20548

Deputy Staff Director, Counsdl, Subcommittee on Crimina Justice, Drug Policy & Human
Resources, B373 Rayburn House Office Building, Washington, DC 20515

Chief, Housing Branch, Office of Management & Budget, 725 17" Street, NW, Room 9226,
New Executive Office Building, Washington, DC 20503
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