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TO:  Saul N. Ramirez, Jr., Deputy Secretary, SD

FROM:  Saundra G. Elion, District Inspector General for Audit, Capital District, 3GGA

SUBJECT:  Nationwide Audit of Storefront Operations

We performed a nationwide audit of Storefront Operations to evaluate the effectiveness and efficiency
of the operation.  The new HUD Storefront Office, one of many changes the Department is making as
part of the 1997 HUD 2020 Management Reform Plan, is intended to serve as a national model of
more responsive government.  We wanted to determine the amount and source of funding for storefront
operations and kiosks; and the adequacy of HUD’s policies and procedures relating to staffing, training,
site selections, and monitoring and evaluating the storefronts’ overall performance in meeting the stated
goals and long-term vision.  The audit included reviews in Headquarters; Albuquerque, New Mexico;
Baltimore, Maryland; Buffalo, New York; Reno, Nevada; Sacramento, California; and Washington,
DC.  The audit found that HUD storefront operations and kiosks were costly, poorly planned, and
lacked measurable benefits.  We also determined that HUD’s storefront implementation was so
aggressive that HUD did not adequately:  establish management controls over storefront operations;
plan or support storefront staffing levels; or establish national HUD goals for Community Builders.

Within 60 days, please provide us with a status report on each recommendation made in this report.
The status report should include:  (1) the corrective action taken; (2) the proposed corrective action and
the date to be completed; or (3) why the action is considered unnecessary.  Also, please furnish us
copies of any correspondence or directives issued because of this audit.

Please write or call me at (202) 501-1330 if you or your staff have any questions.

  Issue Date

            March 31, 2000

 Audit Case Number

            00-AO-177-0001
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We performed a nationwide audit of HUD’s Storefront Operations to evaluate the effectiveness and
efficiency of operations.  This audit is part of the Inspector General’s continuing reviews of HUD’s
2020 Management Reform Plan.  The audit found problems with storefront operations, its
implementation, and its financial impact on HUD’s infrastructure.

HUD has little if any measurable evidence that the significant expenditures for storefront and kiosk
operations have benefited HUD customers.  While the ultimate beneficiaries of HUD programs are
individuals, nearly all HUD programs are administered through HUD’s primary customers or
intermediaries such as Public Housing Authorities, grantees, lenders, or community organizations.  In our
opinion, these are HUD’s most important customers.  We found little use of storefront facilities and
kiosks by these primary customers since Community Builders typically met with HUD customers
outside of the storefront facility.  While it is good for public relations to make individuals aware of HUD
programs, storefront and kiosk funding could be better spent on improved oversight and monitoring of
HUD’s primary customers.  The general public has numerous less costly resources available to them to
learn of HUD programs including HUD’s award winning Internet site, which is available at most public
libraries at no cost.

The audit disclosed that HUD opened new storefront offices to serve as national models for more
responsive government; however, their impact is minimal and overall benefits cannot be measured.
HUD paid $8.5 million to establish and operate six storefronts and install 73 kiosks, will incur an
additional $4.5 million annually to support the existing facilities and kiosks, and will spend millions more
in establishing new storefront offices and kiosks nationwide.  HUD did not adequately plan or justify
storefront site selections; exceeded budgeted costs to design and construct storefront facilities; did not
provide effective customer services and monitoring; did not implement adequate marketing and
community outreach strategies; and did not monitor kiosk usage.  In addition, HUD’s implementation
strategy was too aggressive, causing HUD management to not provide adequate management controls,
support staffing levels, and establish national goals for Community Builders.  As a result, HUD has spent
millions of Federal funds and used its limited resources to implement a new outreach and customer
relations initiative, but cannot assure taxpayers that they are receiving the maximum return for their
investment.

We provided a draft of this report to the Deputy Secretary and other senior HUD management officials
on March 9, 2000.  We held an exit conference with the Deputy Secretary and other senior officials on
March 14, 2000.  HUD provided a written response to the draft report on March 29, 2000.  We have
summarized and evaluated the responses in the findings and included the complete text of HUD’s
comments in Appendix C.
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On June 26, 1997, Secretary Andrew Cuomo released HUD’s 2020 Management Reform Plan that
contains six major reforms for redesigning the HUD mission, programs, and organization.  One of these
six reforms, to “replace HUD’s top-down bureaucracy with a new customer-friendly structure,”
provided for the creation of HUD Storefronts.  Borrowing from the strategy used by many major banks
over the past decades to consolidate routine functions into centralized “back office” processing centers
and establish “store-front” customer service offices, HUD adopted this model in an effort to bring HUD
programs closer to the community.

HUD began working with a design firm in late 1997 to create a storefront design based on a non-
traditional government structure.  The “store-front” service centers aim to provide hands-on service to
communities, and “back office” processing centers to consolidate and expedite routine processing and
paperwork.  This structure was intended to (1) organize the Department by type of function instead of
by program areas, (2) consolidate operations into processing centers, and (3) place public and grantee
outreach in the communities.

In the new structure, storefronts are staffed with Community Builders, Community Builder Fellows,
Associate Community Builders, and administrative personnel.  The Community Builders are to empower
communities by bringing in technical expertise and knowledge of finance programs and economic
development.  They will be the first point of contact for customers and will be the Department’s “front
door” helping customers gain access to the whole range of HUD services.  Community Builders (GS-13
to 15) and Associate Community Builders (GS-9 to 12) are hired into career positions, whereas the
Community Builder Fellows are hired for a 2- to 4-year term.  The hiring and use of Community
Builders was addressed in our Nationwide Community Builder Report 99-FW-177-0002, dated
September 30, 1999.  Congress terminated the Community Builder Fellows positions effective
September 1, 2000.  Other HUD employees (Public Trust Officers) responsible for monitoring HUD
programs will, in most instances, be located with the storefront but will be considered part of the “back
office” operations.  Most Public Trust Officers came from within HUD’s ranks and are to ensure that
Federal funds are used appropriately and in compliance with laws and regulations.

At the opening of the first HUD storefront office in Washington, DC on May 6, 1998, Secretary
Cuomo stated “We will be opening HUD Next Door offices [storefronts] around the nation as part of
our effort to do a better job of serving the American people.  These new consumer service centers will
translate the lofty ideals of government reinvention into the down-to-earth reality of improved
performance that can build better futures for America’s families and America’s communities.”

The storefronts offer a place to hold community meetings, view satellite training presentations, obtain
available HUD brochures on a number of programs, or use the HUD Answer Machines to access
HUD’s Internet Homepage.  In addition, each storefront has a HUD kiosk located just outside its doors
to provide information on HUD programs 24 hours a day.  Based on the DC Storefront prototype
design, HUD opened five additional storefronts during FY 1999.
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The five storefronts are located in:

Albuquerque, NM
Baltimore, MD
Buffalo, NY
Reno, NV
Sacramento, CA

To be more responsive to the public, HUD plans to establish storefront operations around the country
during the next few years.  The following schematic is the DC Storefront floor plan that covers 8,000
square feet of space.  The other locations were modeled from the DC Storefront, but on a much smaller
scale.
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entrance  The storefront is located at ground level, much like a commercial store.

foyer The receptionist greets each visitor to the storefront and helps guide them to the
appropriate resource.

kiosk  The kiosk is available 24 hours a day, 7 days a week.

answer machine   The HUD Answer Machine offers extensive maps of individual communities,
homes online, and access to the HUD Homepage.

public reading room Like a HUD library, brochures, reports, and other literature published by HUD
are displayed on open shelves for customer use.

discussion area  Conversation areas are located throughout, including formal training rooms and
intimate gathering places in the reading room.

community builders   Office space for the Community Builders ensures that customers can meet in a
comfortable setting while the Community Builders guide them through the
process to homeownership, starting a business, or obtaining HUD funding
opportunities.

training room  Training rooms vary in size and are available for public use.  A large training
room is available for holding seminars and classes on everything from HUD's
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funding programs to community organizing.  The smaller rooms can be used for
meetings and small gatherings.

The overall audit objective was to evaluate the effectiveness and
efficiency of HUD’s Storefront Operations.  Our specific
objectives were to determine:

• The amount and source of funding for the storefront
operations, including building renovations, salaries, travel,
training costs, and kiosks.

• How HUD planned and selected current and future
storefront locations.

• How HUD monitored and evaluated storefront operations’
performance in relation to original goals and the long-term
vision.

• If HUD used kiosks effectively.1

• The procedures used to staff the storefronts, including the
adequacy of the training received.

We performed field work at Headquarters and the following six
storefronts from October 1999 through February 2000.

Albuquerque, NM Baltimore, MD
Buffalo, NY Reno, NV
Sacramento, CA Washington, DC

Our audit procedures included:

• Interviewing HUD Headquarters and storefront employees;
• Interviewing storefront customers randomly selected from

the visitor log (DC Storefront only);
• Interviewing randomly selected local government officials

located near all six storefront locations;
• Analyzing cost and usage reports on the 73 HUD kiosk

machines in operation at the end of FY 1999;
• Analyzing the Business Operating Plans (BOP) and

accomplishments for each of the storefront locations;
• Analyzing financial data pertaining to salaries, training, and

travel;
• Reviewing information pertaining to HUD’s 2020

Management Reform Plan;
• Reviewing complaints involving the usefulness of kiosks;

and

                                                
1 During the entrance conference on October 4, 1999, the Deputy Secretary requested that we incorporate the
kiosks into our audit scope since this is another source that HUD uses to reach communities.

Audit objectives, scope,
and methodology
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• Reviewing documents related to the costs associated with
facility design and construction, lease costs, and annual
recurring costs.

The following table shows the number of Community Builders,
Public Trust Officers, and administrative personnel we
interviewed while conducting our review of the six storefront
locations:

Location
Community

Builders

Public
Trust

Officers Other

Albuquerque, NM 9 1
Baltimore, MD 5 2
Buffalo, NY 10 1
Reno, NV 6 1 1
Sacramento, CA 7 1
Washington, DC 9 8 3

Total 46 9 9

The audit period generally covered January 1, 1998, through
September 30, 1999 (however, we did include prior period
contracts and costs for the design and renovation of the DC
Storefront).  We conducted our audit in accordance with
generally accepted government auditing standards
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Storefront and Kiosk Operations are Costly,
Poorly Planned, and Lack Measurable Benefits

HUD opened new storefront offices to serve as national models for more responsive government;
however, their impact is minimal and overall benefits cannot be measured.  HUD paid $8.5 million2 to
establish and operate six storefronts and install 73 kiosks; will incur an additional $4.5 million3 annually
to support the existing facilities, staff, and kiosks; and plans to spend millions more in establishing
additional new storefront offices and kiosks nationwide.  HUD did not adequately plan or justify
storefront site selections; exceeded budgeted costs to design and construct storefront facilities; did not
provide effective customer services; did not implement adequate marketing and community outreach
strategies; and did not monitor kiosk usage.  We attributed these deficiencies to HUD’s lack of well-
defined criteria, policies, procedures, and financial controls over storefront and kiosk operations.  As a
result, HUD has spent millions of Federal funds and used its limited resources to implement a new
outreach and customer relations initiative, but cannot assure taxpayers that they are receiving the
maximum return for their investment.

In 1997, Secretary Cuomo directed HUD staff and the
agency’s consultants to design a new field office—the
storefront—with two criteria in mind:  it must be welcoming and
inviting to the public, and it must be cost efficient.  Beyond the
Secretary’s statement, we did not find and HUD staff could not
provide well-defined criteria, policies, procedures, and
strategies covering storefront offices’ justification, planning,
operations, and customer use and satisfaction.

The costs associated with the six storefront operations are
excessive and the benefits derived by the customers are not
measurable.  The total cost, as of September 30, 1999, for six
storefront facilities and kiosks, and storefront staff was $6.8
million and the annual recurring costs of the six storefronts and
their kiosks will be a minimum of $3.8 million.  The benefits
derived from this “storefront” structure were minimal, at best.

We compiled cost data from a variety of sources, as HUD does
not separate the cost of the storefront operations from its field
office operations.  A summary of the costs were compiled as
follows:

                                                
2 The $8.5 million consists of $6.8 million associated with storefront costs and $1.7 million for stand alone kiosks.
3 The $4.5 million consists of $3.8 million in annual recurring costs for storefronts and $.7 million for stand alone
kiosks.

Storefront costs are
excessive

Storefront initiative lacks
criteria
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Summary of Costs Incurred
May 1998 - September 1999

Facilities and Kiosks $3,745,029
Salaries   2,816,675
Training and Travel      247,062

Total $6,808,766

Details of the costs, by storefront, are in Appendix A.

Facilities and Kiosks.  Costs include design and construction
and leases for the storefronts, and installation, maintenance, and
monitoring of the six storefront kiosks.

Salaries.  Salary costs include the salaries of the 43 permanent
employees assigned to the storefronts and a pro-rata share of
the salaries of the Baltimore and Buffalo field office staff that
rotate between the field office and the storefront.

Training and Travel.  We obtained the training rosters for each
of the training courses held and calculated the training and travel
costs associated with the storefront staff.  We also included any
work-related travel costs of the Community Builders.  As part
of the HUD 2020 Management Reform Plan, training programs
were specifically developed for the Community Builders
nationwide.  The Community Builders and Community Builder
Fellows attended 2- to 3-week courses at Harvard’s School of
Business and 2 weeks of HUD program training provided by
HUD’s Training Academy.  The Associate Community Builders
attended 1 to 3 weeks of training at various universities
nationwide, including DePaul and Portland State Universities,
and the University of Maryland.  On the surface, the training
appeared to be adequate but many of the Community Builders
felt they were given “too much, too fast” and could use
additional HUD program training in order to perform their job
more effectively.  The administrative staff received a variety of
training sessions on time-keeping, computer skills and
communications.

Recurring Costs.  In addition to the $6.8 million of costs
incurred through September 30, 1999, the six storefronts will
have additional annual recurring costs of a minimum of $3.8
million for as long as the storefronts remain open.  This cost is
based on annual leases, salaries, and related storefront kiosk
costs.
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We analyzed the supporting documentation for Community
Builder accomplishments, provided to us by the storefront staff
and were able to distinguish which meetings and training
sessions were held in the storefront facilities.  However, often
times the storefront conference and training facilities were used
by HUD field office staff to hold internal meetings.  We did not
include these meetings in our usage results.  The results showed
that the usage was minimal, at best:

        Facility Usage
as of September 30, 1999

Storefront
Opening

Date Meetings
Training
Sessions

Albuquerque, NM 02/18/99 28 14
Baltimore, MD 03/29/99 50 1
Buffalo, NY 02/01/99 4
Reno, NV 01/25/99 4
Sacramento, CA 03/01/99 4 1
Washington, DC 05/06/98 22 13

As shown in the above chart, the number of meetings and
training sessions conducted in the storefronts, with few
exceptions, did not show enough activity to warrant the
expenditure of $6.8 million. While the ultimate beneficiaries of
HUD programs are individuals, nearly all HUD programs are
administered through HUD’s primary customers or
intermediaries such as Public Housing Authorities, grantees,
lenders, or communities.  In our opinion, these are HUD’s most
important customers.  We found little use of storefront facilities
by these primary customers since Community Builders typically
meet with HUD customers outside of the storefront
environment.

On February 18, 2000, the Deputy Assistant Secretary for
Administration notified the Principal Staff that the Department
did not receive the requested funding for HUD’s infrastructure
(see Appendix B).  The memorandum states that the $153
million requested was an increase over last year’s budget of
$123 million and that this increase was needed to support the
“Departmental priorities, such as Community Builders, new
storefront offices and kiosks.  Through funding decisions made
by the Technology Investment Board (TIB), funding for the
infrastructure was reduced to $112 million…reduced funding
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has affected the more discretionary areas.”  This memorandum
clearly shows that HUD must make significant sacrifices to
ensure the continuation of the storefront operations.

HUD did not adequately plan or justify how storefront sites
were selected.  No cost benefit analyses, needs assessments or
site selection strategies were developed to show that storefronts
were needed or that they would attract customers and target
resources to communities in need.

We could not obtain any documentation showing how many
storefronts are planned after FY 2000 but HUD plans to spend
millions of dollars in establishing additional storefronts and
kiosks nationwide.  Office of Administration management
officials stated that sites were selected based on expiring leases
at current field offices or when space became available at the
street-level of an existing field office.  We obtained a listing of
all locations that had expiring leases in FYs 1998, 1999, and
2000.  The 17 locations are as follows:

HUD Field Offices With Expiring Leases

FY 1998 FY 1999 FY 2000
Albuquerque, NM Nashville, TN Fort Worth, TX
San Juan, PR Coral Gables, FL Tucson, AZ
Sacramento, CA Buffalo, NY San Diego, CA

Helena, MT Honolulu, HI
Shreveport, LA Richmond, VA
Birmingham, AL World Trade Center,

Washington, DC
Reno, NV Cincinnati, OH

Of the 17 locations with expiring leases, only eight have been
selected as storefront locations as shown in the following table.
However, the table also shows that nine locations were selected
for a storefront where there were no expiring leases and one
location (Syracuse) has a storefront but no existing field office.

Inadequate site planning
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Opened and Planned Storefronts
With (X)/Without Expiring Leases

Storefronts
Opened and Planned

Expiring
Leases

FY 1998

Expiring
Leases

FY 1999

Expiring
Leases

FY 2000
FY 1998
Washington, DC

FY 1999
Albuquerque, NM X
Baltimore, MD
Buffalo, NY X
Reno, NV X
Sacramento, CA X
Syracuse, NY4

FY 2000
Atlanta, GA
Casper, WY
Cincinnati, OH X
Grand Rapids, MI
Helena, MT X
Honolulu, HI X
Jackson, MS
Kansas City, MO
Minneapolis, MN
Santa Ana, CA5

Tucson, AZ X

The DC Storefront was the first storefront constructed even
though the lease at the field office had not expired.  According
to the Office of Administration, “the decision to develop the
pilot storefront  in Washington, DC was specifically made to
enable the Headquarters staff to work closely with the Office of
Administration and Management Services, Office of Information
Technology, and the Secretary’s staff during the development
phase of the storefront concept and image proposed for the
office.  The Washington, DC location enabled HUD staff to
have immediate contact with GSA representatives, architects
and office planners working on the concept.”

                                                
4 Syracuse, NY does not have a HUD field office.  The Buffalo, NY Storefront is 3 hours away.
5 San Diego is less than 2 hours away and its lease expires in FY 2000.
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We also determined that many of the storefront locations may
not be as customer-friendly in that they may not be readily
accessible to their intended customers.  The six storefronts are
accessible by public transportation but parking is a problem at
four of the six locations.  Since the storefronts provide space for
meetings and training, and allow customers the opportunity to
access the HUD Answer Machine and use the resource library,
it is important to establish storefronts in locations where ample
parking is available.  Storefront staff felt that the inaccessibility
or lack of ample parking has hindered visitors from using the
storefront facilities.  In addition, the facilities are not always
visible from the street. The Reno, NV Storefront is located in a
strip mall off the main street where it cannot be easily seen by
street traffic and there is no marquee at the mall that designates
HUD as an occupant.

Basically, HUD’s planning strategy was not very effective in
selecting storefront locations and if HUD continues to use the
same strategy for future decisions, millions of Federal funds will
be spent without determining if there is a need for storefront
facilities nationwide.  Until HUD clearly articulates for whom the
storefronts are designed to serve and the precise types of
activities to be conducted at the storefronts, they cannot
measure the benefits derived from constructing the “store-front
service centers.”

As of September 30, 1999, HUD had paid almost $3 million to
design and construct six storefront facilities. These costs
exceeded budgeted expectations by almost $1 million.  HUD
budgeted $464,300 to design and construct the prototype
facility in Washington, DC and budgeted $300,000 for each of
the five storefronts opened in FY 1999.  However, HUD paid
nearly $800,000 for the DC Storefront (including the costs of
the storefront prototype) and paid an average of $416,565 for
each of the five storefronts  ($2,880,053 - $797,230 ÷ 5).

Costs for storefront facilities
exceeded budgeted
expectations
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Design and Construction
as of September 30, 1999

Square Design and Costs Over
Footage Construction    Budget     Budget  

Albuquerque, NM   3,801 $   459,676 $  300,000 $159,676
Baltimore, MD     2,094      449,151 $  300,000 $149,151
Buffalo, NY   2,205      324,176 $  300,000 $  24,176
Reno, NV   3,801      341,926 $  300,000 $  41,926
Sacramento, CA   4,310      507,894 $  300,000 $207,894
Washington, DC   8,000      797,230 $  464,300 $332,930

Total              $2,880,053 $1,964,300 $915,753

During 1997, HUD began working with Gensler, a GSA-
approved design and architectural firm, at least 3 months before
GSA became aware of Gensler’s involvement.  GSA staff
responsible for the storefront-related contracts was unaware of
any cost limitations or budgets established for Gensler regarding
storefront design and construction costs.  They stated that
“HUD had a very ’carefree’ attitude about managing costs
associated with Gensler.  Whenever costs exceeded
Reimbursable Work Authorizations, GSA requested additional
funds and the HUD Office of Administration always approved
the requests.”  GSA staff stated that it took a lot of their time to
analyze Gensler’s bills to weed out the unallowable costs, such
as the cost of first class hotel rooms.  Gensler was dropped
from GSA’s list of approved contractors in FY 1998.  GSA
sought and found a GSA-approved contractor, Design
Management Associates (DMA), who subcontracted with
Gensler to continue with HUD’s storefront design and
construction work.  However, because the billing process has
become difficult for DMA to manage, DMA plans to cancel its
contract with HUD after completing the current ongoing
storefront construction projects.

Customer service provided by the storefront staff was not very
effective.  None of the storefronts had procedures in place to
evaluate customer satisfaction and obtain customer feedback.
Using local government and community contact lists provided
by the storefront Community Builders, we randomly phoned
some of their contacts to inquire about customer satisfaction.
The limited responses we received, for the most part, supports
the fact that some of HUD’s customers were either unaware of

Customer service was not
effective
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the storefront or were not always satisfied with the services they
received:

The Vice President of the Frederick County Branch of the
NAACP said she requested assistance from a Community
Builder to provide the participants of a workshop information
on how to open a day care center.  She stated, “I was very
displeased with the service provided by the Community
Builders.  Prior to the workshop the Community Builder
was informed of the purpose of the workshop, which was
to educate minorities on how to open a day care center.
However, at the workshop, the Community Builder
mentioned nothing about day care.  Many of the
participants in the workshop were very upset and most of
them left in the middle of the workshop.  Therefore, our
goal for the workshop was not accomplished.”

The Executive Director for Albuquerque’s Housing Services
Department stated, “My assessment of the services
provided by the Storefront/Community Builders is an
excellent one.  They are helpful and provide us with
resources that are essential to our programs.”

The Community Development Coordinator for the University of
Reno stated, “Our relationship with the
Storefront/Community Builder is not a good relationship.
We worked with them in relation to the Community
Outreach Partnership Center (COPC) grant.  The
Community Builder did not do much to assist us, in fact
they mainly interfered with the progress the proposal had
made.  The Community Builder brought people onto the
project who did not know anything about COPC grants.
As a result, we had to drop the entire grant project
because it was going nowhere.”

The Director, Prince William County Office of Housing and
Community Development stated, “The Storefront
Community Builders are unimpressive.  They are not
needed and our organization has not gained any benefit
from them.”

The Executive Director of Prince George’s County Department
of Housing and Community Development stated, “The
Storefront/Community Builders have been helpful,
although we may not have accomplished everything we
wanted.  It is also difficult for me to say if having the
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Storefront/Community Builders is beneficial to
organizations because the Storefront/Community Builder
was here before I became Executive Director.”

During our interviews with the storefront staff, many admitted
that they had few customers visiting the storefront.  For
example, one Community Builder at the Reno, NV Storefront
said that they averaged about 20 customers a week, a
significant increase from the old office in which they had 10
customers in 6 months.  The Reno Storefront did not maintain
customer logs because they wanted to have a non-invasive
environment that was friendly and open to the public.  Another
Community Builder at the Albuquerque, NM Storefront said he
has only spoken with 10 to 15 visitors since the storefront
opened 10 months ago.

We found that only three of the six storefronts maintained visitor
logs and only one of the three (Washington, DC) had visitor
logs with customer phone numbers.  The staff at one storefront
stated that they did not use visitor logs because of the negative
comments received from customers.  Using the visitor logs for
the DC Storefront, we determined that the storefront staff
assisted about 20 visitors a day.  We randomly selected and
attempted to call 100 customers but were successful in reaching
and asking questions of only 18.  We asked questions related to
the satisfaction of the information and services provided by the
storefront staff.  We found that 25 percent of those interviewed
were not satisfied with the storefront responses to their requests
for information and 85 percent said that they obtained
information from the HUD answer machines or were provided
HUD brochures and did not need to speak with a Community
Builder.

We also reviewed the visitor logs for the Buffalo, NY
Storefront and determined that on average, they assisted about
seven visitors a week.  The low number of visitors or users of
the storefront facilities may be a reason visitor logs are not
maintained in all locations.  However, the Buffalo, NY
Storefront was the only storefront that implemented a phone log
and planned to begin following up with customers to make sure
that they are completely satisfied with the information they
received.  This follow-up process will be an effective way of
determining whether storefront services are adequate and
should be used by all storefronts.



Finding 1

00-AO-177-0001                                             Page 16

Marketing and community outreach efforts were not adequate
because, other than press releases and a color brochure created
solely for the grand opening of the DC Storefront, HUD has not
planned or implemented any marketing strategies for the other
storefronts.  Also, during the initial concept design phase of the
DC Storefront, the catchy phrase “HUD Next Door” was
developed to market the storefronts.  Employees at one
storefront informed us that visitors were literally interpreting this
phrase to mean that HUD was in the building next door.

Marketing was hampered because funds were not specifically
allocated to the storefronts.  Instead, the six storefronts fall
under the budget of the applicable HUD field offices which have
not been provided funds for marketing or outreach.
Consequently, printing requests from the storefront staff have
been denied.  Some of the storefront staff stated that they have
often paid for supplies, equipment, printing, and receptions from
their own personal funds.

Four of the six storefronts we reviewed have now been open
for at least a year, but have not had an official grand opening or
issued a press release.  Some Senior Community Builders were
told the grand opening ceremonies must be attended by an
Assistant Deputy Secretary or higher HUD official before the
storefront can be considered “officially” open.  Grand openings
were planned for these locations but were canceled.
Subsequent to these cancellations, the Assistant Secretary for
Housing held a grand opening for the newly opened Syracuse,
NY Storefront on December 15, 1999.  Interestingly, the
Buffalo, NY Storefront (located less than 3 hours away from
Syracuse) opened February 1, 1999 but has not had its
“official” opening.

One Senior Community Builder was instructed by the
Administrative Service Center to not market the storefront to
the public or provide any community outreach until after the
official grand opening and since that has not occurred, the
amount of customer services he can provide has been severely
limited.

Without brochures, or other types of mass media products such
as press releases, many of the potential customers the
storefronts were intended to reach will not  know that services
are available in these “customer-friendly” locations.

Marketing and community
outreach efforts were
inadequate
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Another readily available tool that HUD could use to measure
the amount of customer services it provides is the use of kiosks.
As of September 30, 1999, HUD had spent in excess of $1.7
million to install, maintain, and monitor an additional 67 stand
alone kiosks.  HUD contracted with North Communications to
monitor and develop usage reports for the kiosks.  However,
HUD did not monitor or measure customer usage because the
kiosk reports were inaccurate.

The stand alone kiosks are located in shopping malls, libraries,
transportation centers, Federal buildings, city halls, and grocery
stores.  The kiosks are capable of providing information on a
limited number of HUD programs 24 hours a day and the
information is tailored to the communities where they are
located.  However, the information available on the kiosk is not
as extensive as the information that can be obtained by
accessing the HUD Homepage on the Internet.  Internet
services are available at most public libraries at no cost.  The
cost of the 67 stand alone kiosks was $1,748,449.  Annual
recurring costs for the 67 stand alone kiosks will be about
$743,688 which includes costs for maintenance and monitoring.
The following map shows the states that had kiosk machines as
of September 30, 1999, and includes the six storefront kiosks.

Kiosk usage not monitored
adequately



Finding 1

00-AO-177-0001                                             Page 18

In order to determine the usefulness of both the 67 stand alone
and 6 storefront kiosks, we evaluated the kiosk usage reports
for the 3-month period beginning in July 1999.  The usage
reports showed:

Usage Report Analysis

Month
Number of Stand

Alone Kiosks

Average
Daily
Users

Number of
Storefront Kiosks

Average
Daily Users

July 54 193 6 204
August 56 73 6 73
September 64* 9 6 5

*Three of the 67 stand alone kiosks were not included in the usage calculation since
  no usage data was available.

We compared the usage for stand alone and storefront kiosks
and found that the usage reports showed similar numbers of
average daily users for both the storefront kiosks and the stand
alone kiosks.  We also determined that the amount of the
decrease from month to month was questionable.  The Office of

73 HUD KIOSKS

HI
PR
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Departmental Operations and Coordination stated that during
periods of inactivity, the kiosks play public service
announcements and when these announcements play, they get
counted as a kiosk user even though nobody is actually using
the kiosk.  This may account for why similar numbers of users
were shown for the storefront and the stand alone kiosks.  In
addition, the number of reported users continued to drop
because the contractor was working to correct the statistics.
However, a cursory review of usage for the month of January
2000 for the six storefronts showed that the average number of
users was 117 a day.  This would mean that if each user was on
the machine for about 10 minutes each, the kiosk would have to
be in operation 19 of every 24 hours and that is not reasonable.
When we brought this to the attention of the person responsible
for monitoring the kiosks, he said that if the numbers are high
again, they must be having problems with the kiosk statistics
provided by the contractor.  It was evident to us that no one
was monitoring these statistics on a routine basis.

We could not determine the cost effectiveness of the kiosks
since the information available on customer usage is unreliable.
The person responsible for monitoring the kiosks does not use
the kiosk usage report but relies on a report that tells him how
many times a kiosk screen has been “hit” for each location or a
report that tells how many pages of information were printed.
The HUDWEB Kiosk Statistics report states:  “The Kiosk
Usage Summary really only has one useful number – the number
of pages printed.  The other numbers aren’t reliable and
shouldn’t be used.”  None of these reports accurately report
actual users.  When we asked why HUD was paying a
contractor for bad information, we were told “it was better than
nothing.”

As a result of our review, we concluded that HUD has spent
millions of Federal funds and used its limited resources to
implement a new outreach and customer relations initiative, but
cannot assure taxpayers that they are receiving the maximum
return for their investment.

The Deputy Secretary disagreed with the finding and was
nonresponsive to the individual recommendations.  We included

HUD Comments

Conclusion
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HUD’s entire response in Appendix C.  A synopsis of the
Deputy Secretary’s response follows:

The Deputy Secretary stated the OIG was provided with
documents explaining the criteria, policies, and procedures
relied upon in planning and delivering the storefronts.  Among
the documents provided as criteria were a point paper
discussing the benefits of the storefronts; a concept paper on
the proposed staffing, furnishings, space, and locations of the
storefronts; and HUD’s daily newsletter dated May 7, 1998.

The Deputy Secretary took exception to including the salary
and training costs of the Community Builders and staff who
manage the storefronts in determining the total cost of storefront
operations.  Salaries and training are costs that HUD would
incur if there were no storefronts.  He further stated the actual
costs directly attributable to the DC Storefront are $494,100,
not the $797,230 the OIG reported.  As support for the
$494,100, he included a schedule showing the DC Storefront
costs as $464,300 and the design costs as $233,000.

As justification for the storefront site selections, the Deputy
Secretary indicated that in addition to the criteria in the report,
needs of the community were also considered.

The Deputy Secretary concurred that standardized methods for
determining customer use and satisfaction are desirable;
however, he disagreed that no efforts are being made by
storefront staff to measure customer satisfaction.  His inquiry of
storefronts found that “customer surveys are being performed
and customer satisfaction is quite high.”

The Deputy Secretary disagreed that marketing and outreach
efforts are inadequate and that additional money is needed for
this effort.  In his opinion, this would conflict with
recommendations the OIG made in the Community Builder
audit regarding public relations and outreach.

Lastly, the Deputy Secretary believes the “kiosks provide
valuable service to the customer” and they are adequately
monitored.  He believes the kiosks can be used to address
immediate needs as well as provide resources in times of crisis
and one does not need to have prior computer knowledge to
successfully use a kiosk.  He also took exception to the OIG
statement that “Internet services are available at most public
libraries at no cost” because the OIG did not conduct a review
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to determine whether public libraries are located near HUD
kiosks; and did not consider that library cards are required to
use library resources and kiosks are more customer-friendly.

None of the documents provided by HUD established sound
criteria for storefront operations.  Criteria are the standards,
rules, or tests upon which a judgment or decision about a
program can be based.  Criteria include laws, regulations,
policies, and procedures to name a few.  HUD’s documents did
not identify the standards or measurements used to determine if
the storefront operations are meeting expectations.

HUD developed the DC Storefront prototype to be used as a
model for designing future storefront offices.  Since HUD
incurred costs for developing the prototype as well as design
and construction costs for the DC Storefront, the costs were
expended in establishing the DC Storefront.  Also, since the
space layout for each of the subsequent storefronts was
different and with significantly less square footage than the DC
Storefront, additional design costs were incurred for each
subsequent storefront site.

The Deputy Secretary provided the storefront preliminary
proposal that identifies a minimum of six employees for each
storefront.  These six employees are made up of Community
Builders.  We included the salaries and training costs because
our objective was to evaluate the total costs of operating the
storefronts.

The Deputy Secretary identifies examples of the community
need assessments used to determine storefront locations.  One
example points out the two storefronts in the Mid-Atlantic
District, DC and Baltimore, represent two communities with the
highest crime rates in the country.  There is no mention of how a
high crime rate in these cities equates to the need for a
storefront to assist customers.  Furthermore, we were not
provided copies of these needs assessments.
The Deputy Secretary disagreed with the budgetary figures
included in the audit report, but the budgetary cost data
included in their comments at Attachment A, reflects the same
figures used in our audit report.

The OIG did not state that no efforts are being made to
measure customer satisfaction, we stated that storefronts did
not have any procedures in place to measure customer

OIG Evaluation of
HUD Comments
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satisfaction and obtain customer feedback during the period of
our review.

When we speak of marketing and outreach in relation to the
storefront operations, we are referring to the fact that if the
storefronts have not held an official grand opening and cannot
advertise the services they can provide, they cannot provide
effective service to the customer and community where they are
located.

It was not necessary for the OIG to conduct a review to
determine whether public libraries are located near HUD
kiosks.  The point we were making is that the HUDWEB,
accessed through the Internet, has significantly more information
than a HUD kiosk screen can provide and can be easily
accessed at any public library free of charge.

We recommend that HUD:

1A. Delay plans for constructing future storefront
facilities until the Department can demonstrate the need
for the storefronts and develop well-defined criteria,
policies, and procedures and financial controls for
storefront operations.

1B. Develop a cost-effective planning strategy for storefront
locations that identifies an equitable distribution of
storefronts nationwide based on the needs of the
communities.

1C. Locate storefront sites in high traffic, publicly accessible
areas.

1D. Open storefronts only in locations where HUD has an
existing field office.

1E. Develop standardized methods for determining
customer use and evaluating customer satisfaction.

1F. Provide adequate funding for marketing and community
outreach.

1G. Provide more extensive HUD program training to
the Community Builders.

Recommendations



                                                                                                                                       Finding 1

                                                              Page 23                                                                    00-AO-177-0001

1H. Monitor kiosk use and justify the need for the
kiosks at their current locations.  Do not install any
future kiosks until the existing machines are justified.
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Storefront Implementation Was Too Aggressive
HUD’s implementation of its 2020 Management Reform Plan was so aggressive that HUD did not
adequately:

•   Establish Management controls over storefront operations;
•   Plan or support storefront staffing levels; and
•   Plan or establish national HUD goals for Community Builders.

Consequently, the Secretary’s vision of creating uniform standards for measuring performance to
increase productivity and accountability, and refining Department goals through feedback from
customers has not been realized.

HUD 2020 Management Reform Plan

The HUD 2020 Management Reform Plan of 1997 has six
major reforms and storefront operations are the result of
implementing the sixth reform, “Replace HUD’s top-down
bureaucracy with a new customer-friendly structure.”  Like
major banks, HUD’s plan was to adopt the concept of a
“back-office” processing center and establish “store-front”
customer offices closer to their markets.  Using this plan, HUD
would implement a similar model across the country over the
next 4 years.

HUD’s management reform plan places a new emphasis on
results.  It creates new internal and external benchmarks, as
well as uniform standards for measuring performance to
increase productivity and accountability across program lines.
The plan also links its approach to the Government
Performance and Results Act (GPRA) of 1993 and requires
each agency to identify specific measures of its performance,
results it will achieve, and timelines for doing so.  Approximately
20 percent of HUD’s major goals and objectives will be based
on straightforward outcome-oriented performance results.

The sixth reform also speaks of establishing a new planning
strategy that creates a loop in which Department goals are
constantly refined by feedback from customers.  The
Secretary’s Representatives and Community Builders will be
responsible for establishing an effective partnership and working

Secretary Cuomo’s vision
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relationship with customers as management plans are
implemented.

The Government Performance and Results Act of 1993 states
that “the Congress finds that Federal managers are seriously
disadvantaged in their efforts to improve program efficiency and
effectiveness, because of insufficient articulation of program
goals and inadequate information on program performance.”
One of the purposes of the Act is to “improve effectiveness and
public accountability by promoting a new focus on results,
service quality, and customer satisfaction.”  The performance
plans section of the Act states that “performance plans shall
have performance goals expressed in an objective, quantifiable
and measurable form and provide a basis for comparing actual
program results with the established performance goals.”

Although the Office of Administration was responsible for
planning and developing a strategy for carrying out HUD’s
2020 Management Reform Plan, responsibility for the day-to-
day operations of the storefronts belongs to the Senior
Community Builders at the applicable field offices who report to
a Secretary Representative.  Based on the organizational
structure, the Office of Field Policy and Management ultimately
has overall responsibility for storefront operations (see the
following organization chart).  However, it became quite evident
during our audit that even HUD senior management often had
difficulty determining who actually had control of or
responsibility for implementing various segments of the
storefront operations.

Lack of management
controls

GPRA
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As mentioned in Finding 1, HUD, specifically the Office of Field
Policy and Management, had not established policies and
procedures for the overall operations of the storefront.  In
addition, storefront operations were not provided sufficient
oversight and performance standards did not adequately define
the duties and responsibilities relative to grade levels.

Senior Community Builders are the direct link between the
storefronts and the field offices.  They have the dual role of
managing the storefront operations as well as being the
State/Area Coordinator responsible for the field office staff.
Prior to the implementation of the storefronts, state/area
coordinators for three of the storefront locations were
responsible for providing management and oversight to over 80
field office employees.  With the additional storefront
responsibilities, this dual role has sometimes made it difficult to
provide oversight to both activities.  One Senior Community
Builder admitted that the storefront and field office staffs were
not being supervised adequately.  During interviews with two
other Senior Community Builders, they also alluded to the
difficulty of supervising both functions.

Although each Senior Community Builder reports directly to
one of the 10 HUD Secretary Representatives, the Secretary
Representatives were not directly involved with storefront
operations.  During an interview with the Secretary
Representative in the Philadelphia Office, she stated that she
only received information regarding the DC Storefront when

Andrew Cuomo
Secretary

Joseph Smith
General Deputy Assistant

Secretary for Administration
(Responsible for Reform

Mary E. Madden
Deputy Assistant Secretary for
Field Policy and Management

(Responsible for Storefront Operations)

Saul N. Ramirez
Deputy Secretary

Secretary Representatives (10)

Senior Community Builders/
State/Area Coordinators

Frank L. Davis
Director, Office of Departmental

Operations and Coordination
(Responsible for BOP-PAS)

Storefront Operations Back Office Operations
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there was a problem.  She also stated that she received the
monthly input for the BOP-PAS via e-mail at the same time it
was sent to the Headquarters Office of Departmental
Operations and Coordination for Departmental consolidation.
This clearly shows the lack of involvement and oversight
provided to the storefront staff from upper management.

Performance standards for the Community Builder and
Community Builder Fellows did not differentiate between grade
levels.  We found that the Community Builder Fellow GS-13
had the same performance standards and responsibilities as a
Community Builder Fellow GS-15 who should have had an
increase in responsibilities.  At one location, the GS-9
Associate Community Builder had the same performance
standards as the GS-13 Community Builders.  The OPM
position classification standards clearly state that grade levels
are established based on the range of difficulty and
responsibility and the level of qualification requirements of
positions included in the General Schedule.

HUD could not provide support for the number of Community
Builders and administrative staff hired to perform the customer
service functions in the storefronts.  We found that the staff
structure, size, and composition of each storefront varied as
shown in the following chart:

Storefront Staffing Levels
 as of September 30, 1999

Location

Community
Builder
Fellows

GS 13-15

Community
Builders
GS 13-15

Public
Trust

Officers
GS 12-13

Associate
Community

Builders
GS 9-12

Other
Staff

GS 1-7
Total
Staff

Albuquerque, NM 2 3 1 1 7
Baltimore, MD** 1 1 2 4
Buffalo, NY** 3 1 4
Reno, NV 2 1 3 1 7
Sacramento, CA 4 2 1 1 8
Washington, DC 3 4 2 3 1 13
Total 12 12 2 12 7 43

**These storefronts rotated staff from local Field Offices.

Storefront staffing levels not
planned or supported



                                                                                                                                            Finding 2

                                                              Page 29                                                                    00-AO-177-0001

The Office of Field Policy and Management provided us a copy
of the allocation process for the Community Builder merit
staffing for FY 2000 and told us this was what was used to
determine staffing levels for the storefronts during FYs 1998
and 1999.  However, we were directed to the Office of Policy
Development and Research (PD&R) for an explanation of how
the formula was applied to establish the staffing levels for FYs
1998 and 1999.  As it turned out, the plan was for FY 2000
and was the first one that had been developed for Community
Builders.  Nonetheless, we reviewed the FY 2000 allocation
process to see what factors were used that may have also been
considered in earlier years.  Some of those factors included (1)
total assisted housing rental units; (2) average Community
Planning and Development formula funding; and (3) average
dollar amount of FHA single family insurance.  None of these
factors represents the workload of the Community Builders
described to us during the audit; therefore we could not apply
these factors in determining the adequacy of the staffing levels at
the storefronts.

HUD’s lack of staff planning was best demonstrated by the
staffing of the Syracuse, NY Storefront.6  HUD opened this
location with only two Community Builder Fellows.  We
consider the staffing of this location to be poor planning because
Community Builder Fellows are new to HUD, do not have
expertise in HUD programs, and have 2-year appointments that
will expire on September 1, 2000.  HUD also recognized that
this staffing level was inadequate and arranged to borrow staff
from the Albany and Buffalo, NY Field Offices and the Buffalo,
NY Storefront because there was no existing HUD office in
Syracuse, NY to borrow from.  This arrangement not only
increased travel costs but created a shift in workload to cover
the shortages in those offices. Basically, HUD’s decision to
open a storefront in Syracuse was contrary to available site
selection guidance in that there was no expiring lease and no
existing field office with space on the first level.

The goals established for Community Builders in FY 1999 were
not adequate and were addressed in our Nationwide
Community Builder Report, 99-FW-177-0002, dated

                                                
6 The Syracuse, NY Storefront opened in September 1999 but had its grand (official) opening in December 1999.  We
include Syracuse here because of its impact on the Buffalo, NY Storefront.

National Community Builder
goals were not adequate
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September 30, 1999.  We include a discussion of the goals
here because the three Community Builder goals for FY 2000
will measure activities, not outcomes, and will not measure a
large part of the Community Builders’ duties and
responsibilities.  The three goals relate to increasing the number
of local and regional partnerships, enhancing the capacity of
local partnerships, and developing a schedule to reflect a series
of on-site consultations.  As required by GPRA, Community
Builder goals should be expressed in an objective, quantifiable
and measurable form and provide a basis for comparing actual
program results with the established performance goals.

The FY 1999 accomplishments presented in the Business
Operating Plan-Performance Analysis System (BOP-PAS) for
the six storefront activities relied on informal procedures for
determining what activities Community Builders accomplished.
Most of the input resulted from informal discussions, meetings,
or electronic messages.  Therefore, we could not validate these
statistics.  We understand that HUD is piloting a new system,
Community Builder Information (CoBI), to capture the work
plans and accomplishments of the Community Builders.
However, in order for this system to be useful, the Community
Builders must have adequate goals to work towards.

HUD’s 2020 Management Reform Plan states that HUD will
rely on customers to guide HUD’s direction and will refine goals
based on customer feedback.  We recognize that HUD took
some action, after the start of our review, to initiate customer
survey forms in October 1999, but not all storefronts are using
the surveys.  Some Community Builders do not consider the
surveys to be an accurate assessment of the storefronts’
outcomes.  We do not believe the surveys will be an impartial
assessment of performance if the surveys are not sent to a third
party for review and customers are not required to complete
them.

We concluded that the Secretary’s vision, of creating uniform
standards for measuring performance to increase productivity
and accountability, and refining Department goals through
feedback from customers, as stated in the HUD 2020
Management Reform Plan, has not been realized.

Conclusion
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The Deputy Secretary disagreed with the finding and was
nonresponsive to the individual recommendations, but he did
state that the “four very general recommendations associated
with this finding are indeed laudable.”  We included HUD’s
entire response in Appendix C.  A synopsis of the Deputy
Secretary’s response follows:

The Deputy Secretary stated that management controls over
storefronts were adequate and that very specific planning tools,
setting directions and priorities, are enumerated in the FY 2000
BOP and other Quality Management Initiatives.  The FY 2000
BOP is purposefully designed to allow local offices to determine
those specific activities that will best meet the needs of their
communities in the context of Department’s goals; therefore, to
state that storefront activities relied on informal procedures for
determining what activities Community Builders accomplished is
at best uninformed.

The Deputy Secretary claimed that variations in storefront staff
size indicates that staff planning did take place.  He also stated
that since no historical experience existed, the FY 2000
Community Builder merit staffing plan was used as a guide to
allocate Community Builders and that the factors used in
allocating the Community Builder staff is appropriate.

Finally, the Deputy Secretary took exception to the OIG
including a discussion of the goals since this had been addressed
in a prior audit.  However, he stated that the FY 1999 BOP did
contain nationwide goals to establish storefronts and kiosks and
that HUD indeed did track the progress against these goals.

Regarding Community Builders’ accomplishments, we were not
provided any formal documentation such as a consolidated
report of accomplishments that we could link back to the actual
BOP-PAS reports for FY 1999.  Instead, we were given
copies of informal discussions, electronic mail, and personal
calendars which were usually incomplete, to support activities

HUD Comments

OIG Evaluation of
HUD Comments
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conducted by storefront staff.  We acknowledged that the
COBI system, once implemented, should assist in resolving this
problem.  However, procedures are needed to ensure that
adequate documentation is maintained to support COBI.

We acknowledged that the Department currently has an
allocation process for Community Builders.  However, as the
finding states, that process was not used as the basis for
determining the Community Builder staffing levels for FYs 1998
or 1999.  Furthermore, based on our analysis of the storefront
activities, none of the factors used in the current allocation
process are directly or indirectly related to any of the activities
conducted by the storefronts.

The FY 1999 goals to establish storefronts and kiosks
mentioned by the Deputy Secretary in his comments had
nothing to do with the Community Builder goals we discuss in
the report.  Additionally, we reviewed the FY 1999 BOP to
determine what goals the Deputy Secretary was referring to and
could not find any goals for storefront and kiosk
implementation.

We recommend that HUD:

2A. Establish management controls and provide
adequate oversight to storefront operations.

2B. Develop performance standards that clearly define
employee duties and responsibilities applicable to their
respective grade levels.

2C. Determine storefront staffing levels by assessing the
storefronts’ role and responsibilities, documenting the
assessment, and assuring that storefronts have adequate
staff before they are opened.

2D. Establish outcome-oriented national Community Builder
goals that are objective, quantifiable, and measurable
against program results.

Recommendations
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In planning and performing our audit, we obtained an understanding of the management controls that
were relevant to our audit.  Management is responsible for establishing effective management controls.
Management controls, in the broadest sense, include the plan of organization, methods, and procedures
adopted by management to ensure that its goals 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 that the following management controls were
relevant to our audit:

• Justifying the cost of storefront operations and kiosks;
• Planning and selecting storefront and kiosk sites;
• Measuring storefront and kiosk operations and reporting

results;
• Supervising storefront operations; and
• Establishing national goals for Community Builders.

It is a significant weakness if management controls do not give
reasonable assurance that resource use is consistent with laws,
regulations, and policies; that resources are safeguarded against
waste, loss, and misuse; and that reliable data is obtained,
maintained, and fairly disclosed in reports.  Our review
indicated that HUD had significant weaknesses in justifying the
cost of storefronts and kiosks, planning and selecting storefront
and kiosk sites, measuring and reporting results of operations,
and supervising and establishing goals for the Community
Builders.

As discussed in Finding 1, HUD spent over $8.5 million to
establish six storefronts and install 73 kiosks and did not
adequately justify the need for the facilities or the plans for the
site selections.  There were no established criteria, policies or
procedures for storefront operations.  In addition, HUD could
not measure customer service or satisfaction and kiosk usage
was not monitored or reported accurately.

As discussed in Finding 2, HUD did not establish adequate
management controls over storefront operations and did not
plan or support storefront staffing levels.  Further, HUD did not
establish national goals for Community Builders that will
measure outcomes.

Relevant management
controls

Significant weaknesses
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These weaknesses are more fully described in the findings
section of this report.
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Design and Construction, Lease and Kiosk Costs
as of September 30, 1999

  Design and    Annual
Construction                 Leases    Kiosks           Total Cost

Albuquerque, NM $   459,676 $  51,334 $  54,423 $   565,433
Baltimore, MD          449,151     32,464     53,785      535,400
Buffalo, NY      324,176     34,970     20,082      379,228
Reno, NV      341,926     55,419     54,337      451,682
Sacramento, CA      507,894     94,785     54,381      657,060
Washington, DC      797,230   302,225     56,771   1,156,226

Total   $2,880,053 $571,197 $293,779 $3,745,029

Salary Costs
May 1998 through September 30, 1999

Opening   Permanent   Rotational         Total
   Date           Staff                Staff           Salaries

Albuquerque, NM 02/18/99   $   337,565   $   337,565
Baltimore, MD 03/29/99          87,037   $  47,370        134,407
Buffalo, NY 02/01/99        148,122       53,736        201,858
Reno, NV 01/25/99        359,947        359,947
Sacramento, CA 03/01/99        352,899        352,899
Washington, DC 05/06/98     1,429,999                      1,429,999

Total   $2,715,569   $101,106   $2,816,675 *

* Salaries include employee benefits
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Training and Travel Costs
as of September 30, 1999

   Training    Travel   Total Costs

Albuquerque, NM $ 20,748 $  10,661 $ 31,409
Baltimore, MD 40,266 19,423 59,689
Buffalo, NY 37,047 9,896 46,943
Reno, NV 19,105 5,838 24,943
Sacramento, CA 33,459 11,195 44,654
Washington, DC    36,299     3,125   39,424

Total $186,924 $60,138 $247,062
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THE DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT’S RESPONSE TO THE OFFICE OF
INSPECTOR GENERAL’S AUDIT OF STOREFRONT OPERATIONS

Introduction

One of the key reforms proposed by Secretary Cuomo’s HUD 2020 Management Reform Plan is to “replace HUD’s
top-down bureaucracy with a new customer-friendly structure.”  In order to implement this reform, HUD established
“store-front” service centers designed to remove the distance between government and people, making it easier, less
expensive and less time-consuming for the public to obtain information and assistance.  The Storefronts literally
move the Department out of hard-to-locate office towers and onto street-level storefronts where people live and
work.

The Storefront technology provides various levels of information.  The kiosk, located outside the Storefront, offers around-the-clock information
about HUD programs. The after-hours component of the Kiosk ensures that HUD’s doors are never closed and, as a result, no one is blocked
from information.  If someone needs to locate the nearest homeless shelter, they press a button and print the information.  For more details, they
can visit the Storefront the next day and personally use the Answer Machine, linked to HUD’s award-winning website, where they can file
housing discrimination complaints online or view and print 4-color maps of neighborhoods.  If they need additional help, they can ask for a
Community Builder, whose job is immediate customer service, one-on-one.  Community Builders and some Public Trust Officers staff the
Storefront.  The welcoming design of the Storefront attracts the public inside.

Importantly, the Storefront helps HUD reach the “hard to reach” – low-income people who do not always have access to convenient
transportation, technology, and other resources.  By making the Answer Machine available in Storefronts and HUD offices, people who cannot
afford a computer and Internet charges can get free access. Community Builders now can travel to remote locations, equipped with mobile
Laptops that offer the same information as the Answer Machines.  The Storefronts also help to take the mystery and frustration out of complex
federal programs.  By organizing services by subject, instead of by programs, people are not required to know the differences between the
Section 184 and Section 202 programs.  They just ask for “Indian housing” and “elderly housing”  and someone can help.

In essence, the Storefront makes government work for people, instead of against them and, as a result, they are more likely to seek help, ask
questions, make use of available resources and, most importantly, get involved in their communities.  The first storefront office was
opened in Washington, D.C. on May 6, 1998.  Based on this prototype, an additional five storefronts were opened
during FY99.  Beginning in October 1999, HUD’s Office of Inspector General (OIG) conducted an audit of the
operations of the first six Storefront locations.  Significant staff resources have been committed to providing OIG with
documents and information to assist the OIG’s review of the development, implementation and operation of six
storefronts and numerous kiosks throughout the county.

We are disappointed that all of this effort and expenditure of resources has yielded a misleading and poorly-reasoned
audit that demonstrates the lack of understanding by the OIG auditors of the role of the Community Builder; a lack of
appreciation of the value of a storefront and the audience the storefront is intended to serve; a misunderstanding of
the function and potential of the kiosks, and, perhaps most disconcerting, a lack of understanding of the structure of
the Department of Housing and Urban Development and a lack of knowledge concerning Federal government
contracting and procurement procedures.

The most troubling criticism is the OIG’s assertion that the ultimate beneficiaries of HUD funds – the low-income
Americans who need housing assistance – are not HUD’s “most important” customers and that the Storefront
concept is therefore unnecessary.  HUD strongly disagrees.  There is no more important customer than the person
who benefits from HUD programs.  Increasing the public understanding and awareness of HUD’s programs is
crucially important.  HUD believes that determinations about the relative importance of particular groups of HUD
customers is a decision reserved exclusively to management and the OIG’s criticisms in this regard improperly step
beyond their role as auditors in support of the management function.
Although HUD management does not disagree with many of the recommendations made by the OIG’s audit,
including the benefits of improving our monitoring of customer service functions and better tracking of Storefront
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activities, many of the specific factual criticisms advanced by OIG are simply wrong, misleading, lack context, or
otherwise demonstrate a lack of understanding of the purposes of the Storefront concept.

Response to Finding 1:  Storefronts and Kiosks Are A Good Investment

HUD’s Storefront Initiative does not lack appropriate criteria

The Office of the Inspector General recommends a delay in developing additional storefronts until the need is
demonstrated and the OIG are better able to understand the criteria, policies, procedures, and financial controls for
storefront operations.  The OIG auditors have been provided with documents explaining the criteria, policies and
procedures relied upon in planning and delivering the storefronts.  HUD provided OIG with a document from Office
of Administration staff, discussing the benefits of the storefronts, recognizing them “as a catalyst for growth and
development in the area and (as) an anchor for attracting new businesses and stabilizing the business community.”
(See Attachment A).  HUD also provided a “concept” paper developed at the end of July, 1997, that provides early
information regarding the concept, proposed staffing, furnishings, space, and locations as well as cost estimates.
The agenda for a meeting held with HUD staff and the GSA contractor, as well as a proposed implementation
schedule are also included.

Moreover, as early as May 7, 1998, the FOCUS, HUD’s daily newsletter, featured the storefront concept, describing it
as “a new type of consumer-oriented service center designed to become a national model for more responsive
government.”  (Attachment C).  With the intention of “translat(ing) the lofty ideals of government reinvention into
the down-to-earth reality of improved performance”, the Storefront, it was explained, provides “assistance for a broad
range of actions, including buying and building housing, getting home improvement loans, getting rental assistance,
filing housing discrimination complaints, opening and expanding businesses, and revitalizing communities in other
ways.”  The article went on to discuss the 24-hour touch screen computer in a sidewalk information kiosk outside the
Storefront providing round-the-clock access to information and other features of the venture.  Following that article,
countless other articles appear on the HUD web that explain the program and discuss the excitement generated
around the country by citizens and officials whose communities have benefited.

Separate policies and procedures have not, however, been implemented for the Storefront because Storefront
employees are HUD employees, subject to the same standards and operating procedures of all HUD employees,
charged with furthering the mission of the Department, from helping families achieve the  American Dream of
homeownership and ensuring that homeless families find shelter to helping victims of housing discrimination in filing
complaints and assisting communities in providing for their citizens, while delivering superb customer service . . . in a
Storefront setting.

Costs for the Storefronts were not excessive

One of the central weaknesses of the OIG’s computation of the costs attributable to the storefronts is the inclusion of
the salary costs and training costs for the Community Builders who staff the Storefront offices.  The concept behind
the Community Builder program – to separate program monitoring functions from community outreach and customer
service functions – is distinct from the Storefront concept.  Although many Community Builders currently staff
Storefront offices, such employees represent only a small fraction of the total number of Community Builders.  The
benefits of the Storefront concept can be realized without Storefront offices.  By the same token, the division of
responsibilities which lies at the core of the Community Builder concept does not require the Storefront offices for its
successful execution.  Last September, the OIG audited the Community Builder program and criticized (we believe
incorrectly) the costs of the Community Builder program.  Tellingly, that national audit visited 11 cities -- but not one
city with a Storefront location.  It is difficult to understand how OIG can claim that the costs of the Community
Builder program are now properly considered in connection with their review of HUD Storefronts when last year’s
comprehensive national audit of the Community Builder program did not even attempt to evaluate
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the costs or benefits of the Storefronts.  Moreover, as the OIG acknowledges, Congress has terminated the
Community Builders Fellows program effective September 1, 2000.  After that date, all Community Builders will be
career civil servants.  Even if all the Storefronts were closed tomorrow, HUD would still bear the salary costs of the
employees previously stationed in the Storefronts.  Moreover, no matter where the Storefront staff are housed, there
are office space, furniture, phones, supplies, training, travel, salaries and benefits required for these Departmental
employees.  Therefore, we believe it is fundamentally misleading to include salary costs and training costs of
employees in calculating the costs of the Storefronts.

Actual savings will be also be realized as a result of moving employees from the HUD office into the Storefront
setting. For the DC HUD Office, savings of $87,000. per year will be realized once consolidation of office space can be
achieved and funding has been requested to enable this to occur.  In Sacramento, the office occupied 18,869 sq. ft. of
space in their previous location; the new space, inclusive of  the Storefront office, is 10,389 sq. ft  Therefore, a space
reduction of  8,480 sq. ft. was realized.  In Reno, the office occupied 5,212 sq. ft. of space in their previous location;  in
the new location, with the storefront office in place, the leased space amounts to 3,801 sq. Ft., a space reduction of
1,411 sq. ft.  Regardless of what the actual savings are, they will be realized every year.

Furthermore, the OIG’s analysis of the costs of each Storefront unfairly lumps in start-up costs for design and
development of the entire Storefront concept with the actual construction costs of the DC Storefront office.  OIG
claims that the DC Storefront office cost $797,230 to develop.  In fact, the actual costs directly attributable to the DC
Storefront are $494,100, as referenced in Attachment F.  OIG may have also improperly included costs for security and
cleaning services in their cost figure for the DC Storefront Office, but because of the vague nature of the numbers
reported, it is difficult to know what specific costs were included by OIG. logo design, etc.

The Department uses the General Services Administration (GSA) and their contractors to develop the architectural
and design components of the Storefront Offices, as well as to carryout the construction of the facilities.  Funds are
allocated to GSA on an as-needed basis to pay for materials and services through Reimburseable Work Orders
(RWA), which provide funds for designated work in a specific location, although the funds may be used by GSA to
cover work that supports similar Storefront development in other locations as well.

The audit report ignores the fact that general development and design expenses are properly apportioned to all of
the storefronts because the same design plans are used in all of the storefronts.  In fact, one of the cost-efficiencies
that result from the Storefront concept is the significant reduction in development/design costs associated with field
office relocations or the establishment of new offices.  The OIG has made no attempt to measure these savings.

In attempting to evaluate the benefits of the HUD Storefronts, OIG refuses to recognize the benefit accruing to the
agency from the usage of conference rooms in the Storefront offices by HUD field staff to hold internal meetings.
Moreover, OIG claims that the number of meetings held at each Storefront demonstrates that usage is “minimal.”  In
fact, an honest reading of the data indicates that usage is simply mixed.  Some Storefronts have numerous meetings
while some are recorded as having had no meetings at all since they opened. These anomalous results clearly
suggest that there are some record-keeping weaknesses rather than a complete lack of usage.  For example, the
Baltimore Storefront hosted 50 meetings over a 6-month period, which is hardly “minimal.”  Similarly, the
Albuquerque storefront had 42 meetings and training sessions over approximately the same time period.  Indeed, the
audit acknowledges that the activity in these offices – which constitute one-third of all offices reviewed -- qualify as
“exceptions” to the OIG’s criticism that there has not been sufficient activity to justify the costs of the Storefront.  It
is wrong, however, to suggest that counting the number of meetings in the Storefronts is the only way to gauge the
benefits received from the Storefronts.

HUD’s site planning was not inadequate

The OIG has been critical of the criteria used in site selection for the Storefronts.  On November 30, 1999, the OIG
received a written response to questions raised during their entrance conference regarding the criteria used to
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determine additional sites, after the development of the DC Storefront (Attachment D). It was explained that
opportunities to place a Storefront on the first floor of an existing HUD office location, in a city where HUD can
maximize the Department’s mission by increasing its visibility in the community and/or locations where leases were
expiring and a move was imminent were the primary focus for Storefront development.  The vast majority of
storefronts opened to date have satisfied these criteria.  In addition, community needs are considered in choosing
Storefront locations. Of the six Storefronts reviewed, two are in the mid-Atlantic, one is in the northeast, one is in the
southwest, and two are in the west.
• The two Storefronts in the mid-Atlantic, DC and Baltimore, represent two communities with crime rates among

the highest in the country.
• The Reno Storefront affords a HUD presence in the second largest city in the state, situated in an area that

serves a substantial Hispanic population.
• Serving as the cornerstone of the city’s important downtown revitalization effort, the Albuquerque Storefront

represents the first Federal agency to act on the President’s directive to move back into center city areas.
• Serving as a center of hope for the future, the Buffalo Storefront, housed in New York State’s second largest

city, provides support and incentive for economic and community development in this economically
disadvantaged, formerly industrial northeast city.

• Sacramento, California is facing three closed military bases as well as the loss of several substantial key
employers of both professionals and blue collar workers and is a significant point of entry for immigrants into
this country.

Therefore, exactly what needs in the community the OIG feels would merit a Storefront presence or the criteria they
apply to determine what cities demonstrate a greater need for Storefronts are not clear.  It is also unclear how the OIG
can consistently criticize HUD on the grounds that Storefronts are not needed by HUD customers and, at the same
time, claim that HUD has failed to locate the Storefronts in areas where the “needs” for the Storefronts are greatest.
Consistency demands that one criticism or the other be dropped from the audit.

The auditors recommend that Storefronts be opened only in locations where HUD has an existing Field Office, but we
see significant benefits resulting from the Storefront Offices that have been opened independent of a Field office.
The Buffalo, New York Senior Community Builder, who provides oversight and support for the Syracuse Storefront
Office, advises that the Syracuse Storefront has afforded the Department a presence in central New York State, from
which, prior to this time, the Department and the community never benefited.   The greater Syracuse community, and
indeed, central New York State, formerly dealing with HUD staff from a distance for the most part, now feel that HUD
is in their community, accessible with all of its resources,  with staff locally placed, able to take the time to provide the
incremental support often needed.  Whether future Storefronts are co-located in existing Field Offices or are placed in
cities where there is no HUD presence, the public trust obligation will assure that placement will continue to be in
those locations where HUD’s resources and talent can be optimally leveraged.

HUD Storefronts are accessible to the public

The OIG also states that Storefronts should be located in high traffic, publicly accessible areas.  We agree.  HUD
attempted to locate Storefront Offices in highly visible, downtown locations.  OIG opines, based on anecdotal
comments, that better parking at some of the Storefronts would improve access.  First, since OIG rejects HUD’s
vision of which customers are supposed to be served by the Storefronts, they cannot also criticize HUD based on
speculation about the parking needs of those same customers whom they do not consider “important” customers.
Second, the Storefronts are located near public transportation, which is consistent with the policy of attempting to
encourage the use of public transportation rather than encourage greater traffic congestion.  We find it difficult to
believe that expending additional taxpayer funds to secure better parking spaces near the Storefronts would have
earned the approval of the OIG.  Indeed, the audit report claims (incorrectly) that the costs of the Storefronts is
already too high.  Third, OIG has studiously avoided comparing the accessibility of the previous Field office
locations with that of the new Field office/Storefront locations.  In many cases, the new locations are far more
accessible than the old ones.  In fact, at another point in the audit, OIG admits that the Storefront in Reno, Nevada,
despite being located in a “strip mall” with supposedly poor street visibility, is visited by 20 customers a week, which
OIG characterizes as “a significant increase from the old office in which they had 10 customers in six months.”
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Similarly, OIG acknowledges that the D.C. Storefront receives at least 20 visitors per day.  Finally, OIG’s analysis fails
to acknowledge that HUD’s acquisition of new office space is conducted through the General Services
Administration and is not a process over which HUD has complete control.  HUD is presented with a list of available
properties/sites after communicating its needs to GSA.  As a result, compromises must sometimes be made based on
the realities of the real estate market as it exists at the time the acquisition is made.

Storefront budgets were managed responsibly

OIG suggests that HUD had no real budget in designing the storefronts by relaying the comments of GSA staff that
they were unaware of such budgets, but the chart included by the OIG in its report clearly shows that HUD had
budgeted specific amounts for each storefront.  Moreover, we disagree with the figures included by the OIG.  The
rest of this section of the report details difficulties GSA had with HUD’s design firm, Gensler.  These reported
difficulties are not fairly attributable to HUD and the OIG offers no reason why they should be so attributed.  GSA is
the agency responsible for managing contractors like Gensler.  HUD did not, and could not, authorize unallowable
costs charged by Gensler about which GAO complained.

The Storefronts provide effective customer service

Management concurs that standardized methods for determining customer use and evaluating customer satisfaction
are desirable.  However, OIG’s conclusion that no efforts are being made by the Storefront staff to measure customer
satisfaction is simply incorrect. In making the same inquiry of Storefronts, management was provided with historical
information and data that  demonstrate that customer surveys are being performed and customer satisfaction is quite
high.

The discussion of the individual customer comments highlighted by the draft audit report are exceedingly unfair and
we have asked OIG to consider removing them.  The fact is that two out of six of the comments are actually positive
comments and one of the negative comments simply reflects no knowledge of the terms “Community Builders” or
“Storefronts.”  These results are unfairly summarized by OIG in the following manner:  “The limited responses we
received, for the most part, supports the fact that some of HUD’s customers were either unaware of the storefront or
were not always satisfied with the services they received.” (emphases added).  First, contacting people on the
Eastern Shore of Maryland or western Maryland to ask about “the Storefront” in downtown Baltimore, as the OIG
did, demonstrates a basic lack of understanding of the purpose of the initiative.  Second, Storefronts have been
placed in the communities they are meant to serve.  The effectiveness of “the Storefront” or “the Community Builder”
is not measured by the degree of familiarity the community person has with the term “Storefront Office,” but rather by
the numbers of people housed, the number of houses built or rehabilitated, the basic business and community
services provided to rural America, the new businesses that block grants assist, the quality of life HUD’s programs
enrich.  We are convinced that the Storefront Offices and their employees are making valuable contributions toward
these goals.

To take another example, the quote from the Community Development Coordinator for the University of Reno
indicating a lack of satisfaction with HUD customer service was misleading and presented out of context.  A simple
inquiry to the Assistant Vice President for Community Services, to whom the coordinator quoted by the OIG reports,
confirmed that the interactions with the Community Development Coordinator occurred during the NOFA application
period, when statutory restrictions strictly limit the level of assistance and advice that can be provided to potential
applicants.  In this case, the Community Builder focused on encouraging the client to work collaboratively with other
departments at the University, in light of the fact that the application process favors single, unified applications.  The
client did not understand the limitations placed upon staff during the NOFA application period and resisted the
necessity of collaborating with other departments to submit a single application.  The complainant never notified the
local office of her concerns.

OIG also conducted a telephone survey of HUD customers and reports that 25% of those interviewed were
dissatisfied with storefront responses to information.  We are at a loss to understand why OIG would emphasize the
25% number instead of the obviously positive news that 75% of those interviewed did not respond negatively. In
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addition, fully 85% of the respondents to the OIG’s telephone survey said that they obtained information from the
HUD answer machines or other resources available in the Storefront and did not need to speak with Storefront
personnel.  These numbers validate the success of the Storefront concept.

Even though the survey results reflect positively on HUD’s customer service efforts, we have serious reservations
about the significance and value of the telephone survey of HUD customers conducted by the auditors.  To begin
with, the 18% response rate (18 customers reached out of 100 called) automatically suggests that a larger sample size
was needed in order to make defensible extrapolations from this data.  Other reasonable questions that arise are
whether the 18 customers who were contacted had reasonable expectations or actually had needs that could have
been satisfied by HUD at all.  HUD should not be faulted for reaching out to customers notwithstanding the risk that
they may not be able to satisfy each individual expectation.  In the final analysis, however, since only 4 (perhaps 5)
people reported a negative experience with their interactions with HUD and these people were in the minority of the
respondents, we do not think this data supports OIG’s larger conclusion that customer services are ineffective.

HUD also rejects the implication that Storefront Offices are unnecessary and could be replaced by computer answer
machines without a serious decline in the quality of customer service delivery.  It is not surprising that 85% of the 18
people who actually responded to the OIG’s survey were able to use the HUD answer machine to get the information
they were seeking.  People with telephone service and who are willing to respond to a government telephone survey
are more likely to be people who are comfortable negotiating a computer screen.  We suggest that the OIG’s
telephone survey could not have adequately canvassed the individuals who have benefited the most from the HUD
Storefront’s emphasis on customer service and delivery.  We remain convinced that HUD’s customers are better
served by customer-friendly offices staffed by knowledgeable HUD personnel.  Answer machines and computer
kiosks are important supplements to HUD’s customer service delivery efforts, but cannot effectively replace them.
We think this is an obvious, common-sense proposition.

HUD’s marketing efforts have been successful

The auditors incorrectly conclude that marketing and outreach efforts are inadequate and conclude that additional
money is needed for this effort.  We note that this directly conflicts with the OIG’s recommendations in last year’s
Community Builder’s audit criticizing HUD for supposedly placing too much emphasis on “public relations and
outreach” in defining the responsibilities of Community Builders stationed in the Storefront Offices.  99-FW-177-
0002, Recommendation 1.C (September 30, 1999).  Moreover, that same audit concluded that “HUD has
successfully implemented other tools to disseminate program information including the HUD Internet site, brochures
and advertisements.”  Id. at 51.

Paradoxically, OIG also criticizes the marketing efforts that have been made to date, including the development of the
phrase “HUD Next Door,” which the draft audit report characterizes as “catchy.”  The audit report goes on to relate
an anecdote that implies that some customers mistakenly believe that this phrase means that HUD is literally next
door.  In most cases, however, this understanding is substantially correct insofar as HUD Storefronts are located in
close proximity to field office locations.

The marketing and outreach efforts of the Field Offices and the Storefronts that are associated with them have been
the responsibility of the Senior Community Builder for each office.  Creativity and resourcefulness, however, have
always been a threshold requirement, and so staff have sought opportunities to participate in community events,
secure public service announcements, issue press releases, obtain mention on local radio and television
programming, garner a corner of the church bulletin, speak before community organizations, and participate in any
group or organization that would further the Department’s mission.  The marketing the Storefront staff needs to do is
accomplished through these more creative, meaningful efforts.

We are also extremely skeptical about the significance of a supposed “order” that the OIG describes as having been
given by the Administrative Service Center to a Senior Community Builder not to market a Storefront until after the
grand opening had been held.  In light of the fact that the Administrative Service Center has no supervisory authority
over Senior Community Builders, we consider it highly unlikely that any such “order” could have been given.
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HUD kiosk’s provide valuable service to the customer

The auditors seem to have a basic misunderstanding of the distinctions between the role of the HUD kiosks and the
HUD Answer Machine.  The HUD kiosk is meant to provide basic information, geared to the local community, and
meant to provide access to information without a rudimentary understanding of how to use a computer or keyboard.
The HUD Answer Machine, located within the Storefront as well as in every HUD field office, is  a much more
sophisticated piece of equipment that serves a wide variety of customers seeking information in depth.  The kiosk is
available to the public 24 hours a day, seven days a week, and can easily be used to address immediate needs as well
as provide resources in times of crisis.  One does not need to have prior computer experience to successfully use a
kiosk.  HUD has two kinds of kiosks - the Storefront kiosks, which are integral to the Storefront site, and the free-
standing kiosks, which are located in shopping malls, grocery stores, public libraries, and other public spaces around
the country.  Both use the same content, are linked to our award-winning web site, and are operated at the touch of a
finger.  Kiosk information that is available to the public can be found on http://www.hud.gov/bshelf15.html.

OIG’s suggestion that the kiosks do not add value because “Internet services are available at most public libraries at
no cost” is simply insupportable.  First, OIG conducted no review to determine whether public libraries are, in fact,
located near the HUD kiosks and whether Internet service is provided at those locations.  Second, most libraries
require visitors to apply for a library card or present some sort of identification in order to use library resources –
requirements which tend to discourage many people from availing themselves of publicly available information.
Third, as noted above, kiosks are much more customer-friendly than computers and can be easily used by persons
without prior computer experience.  OIG’s perception that the bulk of clients who use the kiosk could just as easily
visit a library to use the Internet confirms a lack of understanding of the Department’s clients and their immediate
needs.

Kiosk usage is adequately monitored

OIG’s conclusion that HUD has failed to adequately monitor kiosk usage is incorrect and reflects a lack of
understanding of the multi-faceted nature of HUD’s customer service monitoring efforts and the complexity of the
issues surrounding monitoring kiosk usage.  Departmental staff consulted with three reputable contractors who
specialize in various aspects of kiosk development - North Communications, Summit Research, and Eagle
Collaborative Computing Systems - about the best way to monitor kiosks.  Obviously, one measure staff hoped to
use was the number of discreet users of the kiosks.  Unfortunately, no vendor was able to offer a method for
achieving that objective that was both cost effective and 100 percent reliable.  If one person leaves the kiosk and
another person immediately takes his/her place, there is no way for the machine to distinguish between the two
people.  Therefore, three other statistical indicators to measure progress were developed:

• Number of sessions per kiosk (a session begins when the first screen is touched and ends when 8 minutes have
elapsed since the screen was last touched), which helps estimate the number of kiosk users;

• Number of pages printed, which helps to know whether or not kiosk users are finding information they want;

• Number of times each individual page was requested, to help identify which information is most useful and
which information might need to be re-evaluated.

Francine Mendolsohn of Summit Research - an internationally known kiosk authority with whom HUD has worked
throughout this effort - tells development staff that she believes the Department's efforts at counting users is the
best she has seen.

At present, the contractor who generates these reports for the Department is resolving a technical problem that
affects the accuracy of the first statistical indicator listed above --  the "number of sessions.”  However, reliable data
on measures two and three are being received.  All of this data is posted on the HUD web, so that the HUD staff in
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the offices with kiosks can see how well their kiosks are being used.  The reports may be accessed on the HUD web
through the following URL:  http://hudweb.hud.gov/webinc/kiosks.htm.

Even though the "number of users" counts are not reliable at the present time, the reports still provide accurate
information about the number of times a particular page is used.  For many purposes this information is actually more
specific and more useful than a simple “head count.”  For example, a review of the report for a kiosk in Atlanta for
January 2000, accurately conveys that the “Homes For Sale” page was accessed 231 times, the “Find Housing” page
was accessed 95 times, and the “Buy a Home” page was accessed 125 times.  Knowing exactly which resources are
being accessed most frequently by HUD customers is extremely valuable information.  Nevertheless, OIG concludes
that unless HUD can accurately count the number of users – which is the most technically difficult number to obtain
– then “the information available on customer usage is unreliable.”  We believe it was incumbent on OIG to review
the other statistical indicators on kiosk usage before summarily concluding that it “could not determine the cost
effectiveness of the kiosks.”  In any event, the contractor is supplying data that is accurate for pages counted and
for hits on a page and is working with us to correct the calculation of user sessions.

HUD’s kiosk usage monitoring efforts are also being supplemented by a contractor who has been hired to do
periodic onsite observations and interviews with kiosk users.  The contractor began doing reviews late in 1998; and
has visited the kiosks in Washington D.C., Richmond, Salt Lake City, Tulsa, Baltimore, Little Rock, Chicago, Boston,
Los Angeles, Denver, and San Antonio.  In a 1999 report on 50 interviews conducted in 5 cities, the contractor
reports that 86 percent of the kiosk users just “stumbled upon” the kiosk - in other words, they had no plan to seek
information from HUD - and that 56 percent of the users said that they either would act on the information they got
from the kiosk immediately (44 percent) or save it for the future (12.5 percent).  These findings prove that this
initiative has succeeded in reaching customers that HUD might not normally reach.

After visiting the D.C. Storefront three separate times, the contractor concluded:  “The kiosks and especially the
HUD Answer Machines are working out very well and are being received enthusiastically by the public.  It is truly
achieving the goals of bringing Government services to the people in their neighborhoods in a friendly and non-
intimidating environment.”  The contractor’s report on Baltimore’s Storefront includes the following finding:  “The
Storefront succeeds on all levels...People have been pleased with the kiosk and many passersby stop and obtain
useful information.”  The contractor has also offered analyses of the kiosks, which staff have used to make
improvements to the content, design, and placement of kiosks.

In short, not only have sound methods been established for monitoring and evaluating the kiosks, but those
monitoring efforts confirm that the kiosks are meeting their intended goal. This being the case, the Department does
not feel that OIG’s conclusions regarding the usefulness of the kiosks and HUD’s monitoring of kiosk usage are
correct.

Response to Finding 2:  HUD’s Implementation of the Storefronts Was Appropriate

The OIG contends that because HUD was too aggressive it did not adequately establish management controls over
storefront operation; plan or support storefront staffing levels; and plan or establish national HUD goals for
Community Builders.  The report goes on to state that this has resulted in not realizing uniform standards for
measuring performance to increase productivity and accountability and refining HUD goals through customer
feedback.

We disagree.  The draft OIG report does not provide adequate evidence to support these conclusions.  Therefore,
although the four very general recommendations associated with this finding are indeed laudable, we do not believe
that the audit report has provided adequate evidence that HUD is not already adequately addressing the issues
outlined in this section of the report.
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The Storefront Offices do not lack adequate management controls

The section subtitled “Lack of management controls” incorrectly states that, “…the Office of Administration was
responsible for planning and developing a strategy for carrying out HUD’s 2020 Management Reform Plan.”  In fact,
it is HUD top management who make policy decisions about the cities and communities where storefront offices will
be located.  The Office of Administration supports these decisions by overseeing and coordinating the establishment
of the offices, including:  working with GSA to lease appropriate space; developing the specifications
for the scope of work for GSA to contract for design, construction and space renovations; installing furniture,
telephones, and ADP equipment; and moving HUD employees into the new office space.
OIG’s conclusion that, “…HUD senior management often had difficulty determining who actually had control of or
responsibility for implementing various segments of the Storefront operations.” is again a generalization which
provides no detail on specifically what segments of the Storefront operations were in question or for whom they were
in question. In addition, the organizational chart on page 23 is incorrect in that the General Deputy Assistant
Secretary for Administration is shown as responsible for reform planning and the Director, Office of Departmental
Operations and Coordination is shown as responsible for BOP-PAS.  We also question the relevance of the BOP-
PAS (now the HUD Integrated Performance Reporting System (HIPRS) responsibility to an audit of Storefronts.

The statement that the Office of Field Policy and Management has not established policies and procedures for
storefront operations is incorrect since the report acknowledges that policies have been established on roles and
responsibilities, activities performed by storefront staff have been identified, position descriptions and performance
standards have been established, logs are kept in various locations of visitors, etc.  These are all examples of not
only established policies and procedures, but also management controls.  As a general matter, however, separate
policies and procedures have not been implemented for the Storefront because Storefront employees are HUD
employees, subject to the same standards and operating procedures that are applicable to all HUD employees.

Included in this response, in Attachment G, is a Memorandum from Deputy Secretary Ramirez, dated April 19, 1999,
discussing FY2000 Business and Operating Plan (BOP) and other Quality Management Initiatives.  These are very
specific planning tools that set directions and priorities to ensure that staff goals and objectives are responsive to
their individual communities.  Very specific activities are enumerated in the FY2000 BOP, and the tool is purposefully
designed to allow local offices to determine those specific activities that will best meet the needs of their communities
in the context of the Department’s goals.  Therefore, to state that “Storefront activities relied on informal procedures
for determining what activities Community Builders accomplished” is at best uninformed and indicative of the quality
of research that went into the Storefront audit.

The report also alleges that Senior Community Builders have a dual role which makes oversight difficult.  Evidence of
this difficulty is provided by way of one statement by a Senior Community Builder and  two other interviews which
“alluded” to this issue.  Management challenges are not, however, automatically indicative of a management control
weakness.  HUD does not believe that the dual role of managing the Storefront operation and the other Community
Building staff constitutes an unusual management challenge.  We are unconvinced that the isolated complaints
recounted by the OIG report form a sufficient basis to conclude that a management control weakness exists.  Indeed,
we think it would be irresponsible to engage in substantial reorganization or the addition of more supervisory
personnel solely to respond to the evidence adduced by the OIG in the draft report.

OIG also concludes that Storefront staff suffer from a lack of involvement and oversight from upper management.
This conclusion appears to be based on a single statement by a Secretary’s Representative in Philadelphia who
advised that she only received information concerning a Storefront when there was a problem.  In fact, as this same
part of the audit report acknowledges, the Secretary’s Representative also receives monthly copies of the Storefront
Offices BOP-PAS report via e-mail.  In short, the Secretary’s Representative receives monthly reports from the
Storefront office and also received information whenever there was a problem.  These facts demonstrate regular and
effective oversight from upper management.

As a general matter, however, it is not the role of the Secretary’s Representative to be closely involved with the
Storefront operation or provide oversight to that staff.  In addition, the suggestion that the Secretary’s
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Representative should take on active oversight of the Storefront offices along with all of the existing other duties of
the Sec Rep position directly contradicts the logic of the OIG’s criticism that Senior Community Builders are
overburdened by the dual responsibilities of overseeing the field offices and the Storefronts.  If it is a management
weakness to have Senior Community Builders divide their attention in this fashion, then surely it is an even greater
management weaknesses to saddle the position of Secretary’s Representative with such additional responsibilities.
The OIG’s criticisms in this regard are neither consistent nor coherent.

The report goes on to conclude that performance standards for the CB and CB Fellows did not differentiate between
grade levels.  Throughout the Federal government, however, generic performance standards are used for different
grade levels of similar job series.  The OIG cites the OPM position classification standards, but these standards do
not relate to performance standards.  Instead, they describe how positions are to be classified.  HUD classified the
position based on both responsibilities and the level of qualification requirements of the positions.  This
misapplication of criteria is troubling and indicative of a complete misunderstanding of the topic.  Further, only one
anecdotal example is provided.

HUD Storefront staffing levels are appropriate

In support of its conclusion that the Storefront staffing levels were not adequately planned or supported, OIG
primarily relies on the fact that the staff structure, size, and composition of each storefront varied.  HUD would expect
staffing to be different at each location and would even argue that this is indicative that planning took place.  The
OIG’s criticism that “workload” was not used is illogical since no historical experience existed on workload for the
Storefronts, which were intended to reach out to new HUD customers and to provide new levels of customer service
not previously offered.

As the OIG report acknowledges, we provided supporting documentation of the allocation process for the
Community Builder merit staffing for FY 2000 which relied primarily on indicators of total federal resources being used
in that region, e.g. total assisted housing rental units and average CDBG formula funding.  OIG inexplicably rejects
this document on the ground that these factors failed to represent their understanding of the workload of the
Community Builders.  HUD continues to believe that it is appropriate to consider the amount of federal housing
resources flowing to particular jurisdictions in making determinations about where staff should be located.  HUD
does not understand the basis for OIG’s objection to the use of this measure.

OIG points to the original staffing of the Syracuse Storefront with only two Community Builder Fellows as an example
of poor staff planning.  We question the appropriateness of even included any discussion of the Syracuse Storefront
since this office was not included in the scope of the audit and it was opened relatively recently (a grand opening
was held on December 15, 1999).  Nevertheless, as the OIG report notes, HUD has augmented the Syracuse staffing
by borrowing from other nearby field offices.

HUD’s Community Builder goals were adequate

The last point made in the audit report is that the National Community Builder goals were not adequate.  Since the
report stated that this was previously addressed in another audit report, we are not sure why this is again being
repeated in the present audit.  In fact, the FY 1999 BOP contained nationwide goals to establish storefronts and
kiosks, and HIPRS was used to track progress against these goals.  In addition, HUD is piloting a new system called
Community Builder Information (CoBI) to capture the work plans and accomplishments of the Community Builders.
We believe that a discussion of these goals in the context of HIPRS would be more appropriate to the scope of this
audit and the subject of Storefronts.
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