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Audit Case Number
00-NY-202-1001

TO: Joan K. Spilman, Director , Office of Public Housing, 2CPH

FROM: Alexander C. Malloy, Didtrict Inspector Generd for Audit, 2AGA

SUBJECT:  City of Glens Fdls Housing Authority
Low-Rent Housing Program
Glens Fdls, New York

We completed an audit of the City of Glens Falls Housng Authority, referred to herein as the Public
Housing Authority (PHA) pertaining to its Federd Low-Rent Housng (LRH) Program. The audit
followed a survey conducted on the PHA’s operations. The survey and audit work show that the PHA
needs to improve operating controls to ensure that assets are safeguarded againgt waste and loss, and to
increase assurance that its programs are operated in away that achieves full compliance with the terms
and conditions of the Annua Contribution Contract (ACC) and other applicable U.S. Department of
Housing and Urban Development (HUD) regulations and requirements.

Within 60 days, please provided us a status report on: (1) the corrective action taken; (2) the
proposed corrective action and the date to be completed;, or (3) why action is not consdered
necessary. Also, please furnish us copies of any correspondence or directives issued related to this
audit.

Should you or your gaff have any questions, please contact William H. Rooney, Assgant Didtrict
Inspector Genera for Audit, at 212-264-8000, extension 3976.
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Executive Summary

We performed an audit of the City of Glens Fdls Housing Authority, herein referred to as the Public
Housing Authority (PHA), pertaining to its Federal Low-Rent Housing (LRH) Program. The primary
objectives of the audit were to evauate the PHA’s interna controls for safeguarding cash and other
assts, and to determine whether it complied with the terms and conditions of the Annua Contribution
Contract (ACC), aswell as other gpplicable HUD regulations and requirements.

The audit disclosed that the PHA is generdly providing decent,
safe and sanitary housing to its tenants. However, the PHA did
not dways comply with program requirements and regulations
pertaining to various ectivities of its LRH progran. The
noncompliances were generdly caused by inadequate contrals,
which led to the indigible and unsupported use of funds, as
discussed in the findings.

Reaults

The reaults of our audit are discussed in the findings of this
report and are summarized below.

1. Section 8 Adminidrative Fee Used to Pay Questionable
Employee Bonuses

The PHA paid bonuses to its adminigtrative personnd that,
in our opinion did not comply with HUD and locd
requirements.  While HUD dlows bonuses to be pad to
employees for exceptiond performance, we questioned
whether the work performed by employees who received
bonuses was exceptiona, especidly since we have
questioned the manner in which the work was performed.
Specificaly, we found and questioned the PHA's practice
of preparing and completing ingpection reports on units in
its Section 8 programn prior to the actud physca
ingpections of the units.  Consequently, we questioned
whether the PHA is propely conducting physica
ingpections of Section 8 units, and whether prior ingpections
were done in a manner tha judified the payment of
bonuses. Therefore,  the amount of Section 8
administrative fees used to pay $62,000 in bonuses during
Fiscal Year 1999, isconsidered unsupported.
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Executive Summary
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2.

Improvement is Needed in the System of Procurement

Our review of the system for procurement showed that the
PHA did not comply with the required procurement
procedures for competitive proposds and for smal
purchases. The noncompliance is attributed to the PHA’s
gened unfamiliaity with gpplicable regulations and
requirements. As a result, assurance that the related costs
were proper and reasonable has been diminished and the
PHA has incurred costs of $30,907.18 that are
unsupported.

Indigible and Unsupported Costs Charged to the Federd
Program

The PHA did not maintain adequate controls over costs
charged to the Federal program. The controls were
inadequate because procedures were not implemented to
ensure that costs were eligible and properly supported prior
to payment. As a result, the PHA charged the Federa
program with indigible and unsupported cods totaing
$443.85 and $15,518.10 respectively.

Controls Over Legd and Accounting Services and Codts
Need to be Strengthened

Contrary to HUD regulations and requirements, the PHA:
(1)) made no effort to follow Federa procurement
regulations in awarding the legal and accounting services
contracts, and (2) routinely paid for legal and accounting
services without adequate documentation being provided as
evidence that the contracted services were rendered. The
deficiencies can be atributed to the PHA arbitrarily eecting
not to follow the gpplicable procurement requirements in
awarding the contracts. As a result, program funds were
expended for services that were not determined to be
reasonable; thus, the amount paid totaling $15,993.60 is
considered unsupported.
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Recommendations
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5.

Indligible and Unsupported Trave Costs

The PHA does not have adequate controls over its travel

activities to ensure that travel cods ae necessary,

reasonable and adequately supported, as required. As a
result, indligible and unsupported travel costs of $658.00
and $1,090.31 respectively have been incurred. The travel

deficiencies are dtributed to the PHA's generd unfamiliarity
with the procedural and documentation requirements.

Need to Strengthen Adminigrative and Accounting
Controls

Our review schowed various deficiencies involving
adminigrative and accounting controls and procedures that
have weakened the PHA's system of internd control. The
deficiencies occurred because procedures were not
implemented to ensure that adequate adminigtrative and
accounting controls were in place to meet program
requirements. As a result, the PHA does not have
adequate assurance that funds are properly safeguarded
agang waste and loss and that its housing programs are
administered in accordance with Federa regulations and
requirements.

As pat of each finding, we have recommended certain
actions which we bdieve will correct the problems
discussed in the findings and drengthen the PHA's
adminidration of its housng programs.

The results of the audit were presented to the PHA officids
who disagreed with our findings in a response on
September 22, 1999.  The PHA’s comments are included
as Appendix D to this report.
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| ntroduction

The PHA is governed by a seven member Board of Commissioners. Five members are appointed by
the Mayor and serve five year terms. The other two members are dected by the tenants and serve two
year terms. The Board establishes policy and takes officid action as required by Federd and State law.
The Executive Director, who is responsible for managing the overall day-to-day operations of the PHA,
is Augustus M. Del Signore. The books and records are maintained at the administration office located
at Stitchman Towers, Jay Street, Glens Falls, New Y ork 12801.

The PHA's fiscd year is from April 1, through March 31. The PHA operates two senior
developments. One contains 100 units and the other 75 units. Also, the PHA administers 482 units of
Section 8 housing dong with a Comprehensive Grant Program.  In addition, the PHA administers 131
units of State housing at two developments. One development contains 81 units of senior housing and
the other 50 family units:

The objectives of the audit were to evauate interna controls for

Audit Objectives safeguarding cash and other assets and to determine whether
the PHA complied with the terms and conditions of the ACC
and other gpplicable regulations and requirements.

_ We evauated controls and procedures over the payment of
Audit Scope and bonuses, over procurement, legal  and accounting services and
Methodoloay travel. We aso determined whether costs charged to the

PHA’s housing programs were reasonable and digible and
evauated procedures and practices relating to generd
accounting and adminigrative controls.

Audit procedures included an examination of records and files,
interviews with PHA gaff, vidts to the housng developments
and inspections of Section 8 units. In addition, the PHA’s
policies, procedures and practices for managing its operation
were reviewed. Specific audit testing was based primarily on
judgmentally or sdected samples representative of the
transactionsin the areas reviewed.

The audit covered the period from January 1, 1997 to
December 31, 1998. However, activity prior and subsequent
to this period was reviewed, as we deemed necessary. The
audit field work was conducted between January 1999 and
April 1999.
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I ntroduction

A copy of this audit report has been provided to the Executive
Director of the PHA.

The audit was conducted in accordance with generaly accepted
government auditing sandards.
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Finding 1

Section 8 Administrative Fee Used to Pay
Questionable Employee Bonuses

Although HUD dlows bonuses to be pad to PHA employees, the PHA pad bonuses to its
adminidrative personnd that in our opinion did not comply with HUD’s ingtructions for such payments.
As areault, the amount of Section 8 adminidtrative fee used to pay the bonuses during 1999 amounting
to $62,000, is not a reasonable expenditure of Section 8 Program. The bonuses were paid because the
PHA Executive Director believed that it had met the requirements.

The PHA performance award stipend program was established
in December 1990 to reward employees who administered the
Section 8 housing program. The stipend program provides for
incentive bonuses to be paid amounting to 25 percent of the
adminigrative fee earned in a given year for the Section 8
Certificate and VVoucher programs. The amount of the bonuses
ae determined by the Executive Director, and are pad
provided the Section 8 programs have: (1) a vacancy rate less
that 5 percent; (2) generated residud receipts, (3) no sgnificant
HUD management review findings, and (4) no sgnificant
Independent Public Accountant (IPA) audit findings.

PHA'’s Performance award
stipend proaram

HUD dlows excess adminidrative fees to be used to pay
bonuses to PHA employees. However, it is HUD’s position
that the use of excess adminidrative fees for bonuses is only
judified when the employee receving the bonus has
demongtrated exceptiond performance related to the PHA's
housing programs and that employees not be given across the
board unearned bonuses.

Criteria

. Our review of the Section 8 program and performance award
DN ELsl 57 ONE dtipend program showed the following:
We observed that the Section 8 Inspection Checklists were
arbitrarily being completed by the PHA and dl the rooms
of the units were marked “Pass’ before the actud physica
inspections were peformed. Hence, the PHA was

Pege3 00-NY-202-1001



Finding 1
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routindly documenting al units as having met the Housng
Quadlity Standards (HQS) before performing ingpections.

When the units are inspected, we found that the PHA is not
recording on the Form HUD 52580 (HQS checklist) any
comments or deficiencies requiring correction by the
landlord. As part of our review, we inspected 13 units.
Even though the units passed the HQS, the inspections
showed that comments were warranted for 10 of the 13
units inspected. For example, the ingpection of the unit
located a 5 Divison S. showed that various repair work
was needed. Itemsin need of repair were:

Livingroom - replace missng celing tile
Kitchen - repair/replace counter tops
Bathroom - repair/replace tub areawalls

- replace snk with hole

- repair/replace vinyl floor
Bedroom - repair water damagein celling

Paragraph (a) of the PHA’s Personnd Policy provides. that
it is the declared policy of the PHA to maintain the highest
dandards of wages, hours, and working conditions within
reach of its jurisdiction and not inconsstent with Federd,
State or locd laws gpplicable thereto, or the prevailing
practices within the Municipad Government. In this regard,
a discusson with City officids disclosed that the City of
Glens Fdls does not pay bonuses to any of its employees.

The PHA'’s performance award stipend program provides
that the amount of bonus pad employees shdl be
edablished by the Executive Director, who may include
himsdf in such incentive award. We found that the
Executive Director was included in the bonuses for each of
the three years reviewed. There was no supporting
documentation attached to the payment vouchers to show
how the bonus amounts were determined. Moreover, we
believe that sound management practice would dictate that
the PHA Boad, rather than the Executive Director,
edtablish the amount of any additional compensation to be
paid to the Executive Director. The bonuses pad to dl
administrative employees for Fiscal Y ear 1999 of $62,000.



Finding 1

Recommendations

HUD dlows bonuses under the Section 8 program to
individuds demondrating exceptiona peformance and
does not allow across the board bonuses. Yet, for the
three years reviewed, dl of the PHA’s adminidrative
employees received a bonuses payment.

The above deficiencies illudrate that the PHA has not only not
complied with HUD program requirements pertaining to the
payment of Section 8 bonuses to employees, but has not
satisfied one of the basc requirements of the program by
completing the Section 8 inspection checklists before the actua
inspections are conducted. Unless corrective actions are
implemented, deficiencies Smilar to those described above will
recur.

We recommend that you require the PHA to:

1A.  Stop the practice of preparing the ingpection checklists
before the actual inspections are conducted.

1B.  Prepare the ingpection checklists when the units are
actudly inspected. The checklists should indicate not
only whether the unit passed or failed; but what items
were noted that need repairing.

1C.  Adopt controls that will require the PHA Board to
determine the amount of Section 8 funds to be used for
bonuses.

1D.  Edablish procedures that will only reward exceptiona
performance demondrated by individua employees.

1E. Provide documentation to justify the payment of the

1999 bonuses so that an digibility determination
can be made.
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Finding 2

|mprovement is Needed in the System of

Procurement

Our review of the PHA’s system for procurement showed that the PHA did not comply with the
required procurement procedures for competitive proposds and for smdl purchases. The
noncompliance is atributed to the PHA’s generd unfamiliarity with applicable regulations and
requirements. As a result, assurance that the related costs were proper and reasonable has been
diminished and the PHA hasincurred costs of $30,907.18 that are unsupported.

Compstitive Proposas
Were Not Solicited

As part of our review, we randomly sdected six instances of
procurements by the PHA. The sdection involved four
instances that required competitive proposas and two instances
that required procurement by small purchase procedures. The
gpecifics pertaining to each of the deficient methods of
procurement by the PHA are described in the subsections
below.

We reviewed four ingances where the PHA procured
consulting services. Three ingtances pertained to costs incurred
to administer and/or prepare a program application for the
Comprehensive Improvement Assigance Program
(CIAP)/Comprehensive Grant Program (CGP) programs and
the other ingance involved computer services rendered.
Accordingly, Title 24 Part 85.36(d)(3) of the CFRs pertaining
to procurement by competitive proposas would apply. The
regulations require the PHA to prepare and publicize requests
for proposads (RFPs) identifying dl evauation factors and ther
relaive importance. The PHA is required to solicit proposds
from an adequate number of qualified sources. Findly, avards
are to be made to the responsible firm whose proposal is most
advantageous, with price and other factors considered.

Contrary to the above regulations, the PHA procured the
conaulting services without preparing RFPs or  soliciting
proposals from other qudified sources. Thus, the PHA was
denied the benefit of competitive proposals to ensure that the
best possble price and quality services were obtained. Thus,
the cogts incurred in amounts of $13,250 for the CIAPICGP
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Finding 2

Small Purchase Procedures
Were Not Followed

sarvices and $4,372.63 for the computer services provided are
considered unsupported.

The PHA’s procurement policy provides that al purchases in
excess of $1,500.00, but less than $10,000.00 shdl be made
on the bass of at least three informa price quotations.

The policy further provides that the quotations may be obtained
ordly, by tlephone, or in writing but that the names, addresses,
and/or telephone numbers of the offerors, and persons
contacted, and the date and amount of each quotation shall be
recorded and maintained as a public record. In addition, Title
24 Pat 85.36(d)(1) of the CFRs requires price or rate
quotations to be obtained from an adequate number of
qudified sources when procurement by smdl purchase
procedures is used.

During the audit period, the PHA made payments of $5,360.80
for routine lawn service and $7,923.75 for snow remova to the
same contractor for services provided at its Federa housing
developments. Discussons with PHA officids disclosed that
quotations were only received from the contractor for snow
removal. Hence, only one quotation was recaeived for snow
remova and no quotations were solicited for lawn service. As
a result, there is inadequate assurance that the PHA obtained
the lowest possible price for the services. Therefore, the tota
amount paid for the services of $13,284.55 is considered
unsupported.

The deficiencies cited in this finding indicate a generd weskness
in the PHA's sysem of procurement. Unless the PHA
recognizes its respongbility to implement controls that will
ensure compliance with the Federd procurement regulations
and its own procurement policy, these or smilar deficiencies will
continue.

Recommendations

00-NY-202-1001

We recommend that you require the PHA to:

2A.  Provide judtification for the unsupported costs so that
an digibility determination can be made.
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Finding 2

2C.

2B.  Remburse from non-Federd funds, the amount of any
unsupported cogts determined to be ineligible.

Establish controlsto ensure that RFPs are prepared . and
proposas are solicited when procurement by  competitive

proposasis applicable.
2D.  Edablish controls to ensure that price quotations are

obtained from at least three qudified sources when
procurement by al small purchase procedures is used.
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Finding 3

Ineligible and Unsupported Costs Charged to the
Low Rent Housing Program

The PHA did not maintain adequate control over costs charged the Low Rent Housing (LRH) program.
The controls were inadequate because procedures were not implemented to ensure that costs were
eligible and properly supported prior to payment. As aresult, the PHA charged the LRH program with
ineligible and unsupported costs totaling $443.85 and $15,518.10 respectively.

BExamination of
disbursements

Indigible and Unsupported
Costs

Criteria

An initid examination was made of disbursements to test for
compliance. The examination disclosed avariety of deficiencies
as wdl as payments for indigible and unsupported costs.
Therefore, the examinaion was expanded to include
disbursements throughout the period from December 1996
through February 1999. The items contained in this finding
should not be congdered al inclusve; rather they represent only
those indigible and unsupported codts that were found as a
result of our tests.

Indigible cods include payments for acoholic beverages and
sdes tax. Unsupported costs include payments for which: (1)
no purchase order was prepared; (2) the cost was not prorated
to the State program; (3) charges for mesetings did not contain
documentation as to who attended the mesetings, and (4) the
documentation available does not provide a breskdown of the
cost.

These ineligible and unsupported costs are further described in
Appendix B of thisreport.

Attachment B of the Office Management and Budget (OMB)
Circular A-87 provides the standards for the determination of
dlowable and unalowable costs. Section 4, Pat A of the
ACC provides that the PHA shal operate each project in a
manner that promotes serviceahility, economy, efficiency and
dability of the project. In addition, Section 2, Part A of the
ACC provides that operating expenditures shal be necessary
for the operation of the project.

The PHA must be reminded that incurring many of these costs
reduces assurance that the projects were operated
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Finding 3

Recommendations
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economicaly and efficiently and that al cods incurred were
necessary. Thus, the indigible costs should be repaid from non-
Federd funds and the PHA should be required to submit
additiona documentation and judtification for the unsupported

costs.

We recommend that you require the PHA to:

3A.

3B.

3C.

3D.

Pege 12

Adopt procedures that will prohibit the incurrence
of indigible cogts and ensure that dl cods are properly
supported prior to payment. The procedures should
aso ensure that al costs meet the economy, efficiency
and necessity requirements.

Reimburse the Federa program, from non-Federd
funds, the amount of theindigible codts.

Provide further information as judification for the
unsupported costs o0 that an digibility determination
can be made.

Reimburse the Federa program, from non-Federa
funds, the amount of any unsupported costs determined
to beindigible.



Finding 4

Controls Over Lega and Accounting Services
and Costs Need to be Strengthened

Contrary to HUD regulations and requirements, the PHA: (1) did not follow Federd procurement
regulations in awarding the legal and accounting services contracts, and (2) routingly paid for legd and
accounting services without adequate documentation being provided as evidence that the contracted
services were rendered. The deficiencies can be attributed to the PHA arbitrarily eecting not to follow
the gpplicable procurement requirements in awarding the contracts. As a result, program funds were
expended for legal and accounting services that were not determined to be reasonable; therefore, the
amount paid totaling $15,993.60 is considered unsupported.

Improper method for
awarding legd and
accounting service contracts

Criteria

The details pertaining to the deficiencies are shown below.

Lega and Accounting Services Contracts

A review of the PHAS process for awarding contracts for lega
and accounting services showed that it bypassed the Federd
procurement regulations. Rather than prepare Request For
Proposals (RFPs) for the services and solicit responses in order
to achieve open and free competition, the PHA smply prepared
Board Resolutions during the past two fiscd years that awarded
the contracts to firms that were previoudy under contract. The
PHA dected not to follow the procurement regulaions in
awading the contracts because the firms previoudy under
contract were dready familiar with the PHAS operations and
would provide for a smooth continuation of the services.
Accordingly, the PHA faled to promote full and open
competition when conducting the transactions for the services
and has inadeguate assurance that either the costs or the
services represent those that could be best attained.

Since the sarvices involved represert legd and accounting
savices, the procurement requirements pertaining to
competitive proposas would apply. Regarding competitive
proposals, Section 85.36 (d)(3) of the CFRs stipul ates that:

Pege 13 00-NY-202-1001



Finding 4

and other factors considered.
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The technique of competitive proposasisconducted — with
more than one source submitting an offer, and either  a fixed
price or cogt-reimbursement type contract is awarded.

RFPswill be solicited from an adequate number of
qudified sources.

Grantees and subgrantees will have amethod for
conducting technica evauations of the proposals
received and for selecting awardees.

Awards will be made to the responsible firm whose
proposa is most advantageous to the program, with price

Section 85.36 ( ¢) (3) of the CFRs provides that procedures
for procurement transactions incorporate a clear and accurate
description of the technicd requirements for the materid,
product, or serviced to be procured. The intent of the
regulation is to promote full and open competition when
conducting procurement transactions.

Documentation Deficiencies

Certain deficiencies were noted in connection with the pad
vouchers and invoices submitted for both legd and fee
accounting services. The deficiencies included invoices thet did
not identify what services were provided. The contract for legd
services identifies nine types of services to be provided; yet the
invoices submitted for payment merdly dater  Professond
services rendered pursuant to contract. In fact, in one instance,
payment was made without an invoice avalable. Moreover, in
each ingance where invoices were submitted, we found that the
invoices had been submitted and paid prior to the end of the
period billed. For example, the invoice for legd services for
March 1999 was dated March 1, 1999 and was paid March
19, 1999. Similarly, the contract for fee accounting identifies
eght types of services to be provided; yet the invoices
submitted for payment statee Monthly bookkeeping. In two
ingtances, payment was made without a supporting invoice. In
each ingance where invoices were submitted we found that the
payment voucher was dated prior to the date of the invoice.
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Finding 4

For example, the invoice for bookkeeping services for June
and July 1998 is dated August 26, 1998 even though the
payments were made on June 26 and July 31, 1998
respectively.  This clearly indicates that payments are made
prior to obtaining the necessary invoices. Findly, we found that
the PHA insertsincorrect datesin the date of invoice column on
the payment voucher. For the payments cited above, the
vouchers show the date of invoice as June 1 and July 1, 1998,
whereas the actud invoice submitted for both payments is dated
August 26, 1998.

Chapter Il of the Public and Indian Low-Rent Housing
Technica Accounting Guide 7510.1 dipulates that the PHA
must maintain source documentation and files that support the
financid transactions recorded in the books of account, and that
provide an adequate audit trail. This includes such items as
documents identifying the source of cash receipts, cancded
checks, and paid bills. In addition, Section 2, Part A of the
ACC provides that operating expenditures shall mean dl costs
incurred by the PHA for adminidiration, maintenance, and other
costs and charges that are necessary for the operation of the
project.

Since payments were made for legd and accounting codts
without the PHA following the Federd procurement regulations
and dnce the payments contained various documentation
deficiencies, the cost incurred may not represent necessary or
reasonable operating expenditures. Therefore, the amount paid
during the audit period of $15993.60 is consdered
unsupported.

A breakdown of the unsupported amount is as follows:

Legd costs charged the Federd programs

from April 1997 through March 1999 $ 5,997.60

Fee accounting costs charged the

Federd programsfrom April 1997

through March 1999 9,996.00
Tota $15,993.60
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Finding 4

Recommendations

thet
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We recommend that you require the PHA to:

4A. Adopt necessary controls to ensure compliance
with Federal procurement regulations.

4B.  Egablish procedures that will ensure that adequate
documentation for services rendered is obtained prior
to payment.

4C. Provide judtification for the unsupported costs so
an digibility determination can be made.

4D. Reimburse, from non-Federa funds, the amount of
any unsupported costs determined to beindigible.
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Finding 5

Ineligible and Unsupported Travel Costs

The PHA does not have adequate control over its travel activities to ensure that travel costs are
necessary, reasonable and adequately supported, as required. As a result, ineligible and unsupported
travel costs of $658.00 and $1,090.31 respectively have been incurred. The travel deficiencies are
attributed to the PHA’ s genera unfamiliarity with the procedural and documentation requirements.

16 payments were
examined

Indigible and unsupported
travel costs

We reviewed 16 payments for out-of-town travel codts
incurred during the audit period. Deficiencies were found in all
16 payments reviewed. The deficiencies involve both indigible
and unsupported costs.

The types of indigible and unsupported travel cogtsinclude:

Indligible travel codts represent various mileage and per diem
charges for an individud who is neither an employee nor
Commissoner of the PHA. Thus the individud is an indigible
traveler. Accordingly, the costs do not represent necessary or
reasonable costs and are considered indligible.

Unsupported costs include payments for travel costs where
actud cogs were claimed but no receipts were provided; the
Executive Director clamed dl codts for the trip even though
there were other travelers, and instances where the amounts
clamed exceeded the travel policy limit of $50 per day for
actual expenses.

The indigible and unsupported costs are further described in
Appendix C of this report.

Part A, Section 2 of the ACC defines operating expenditures
as those necessary for the operation of the project. In addition,
Chapter 1l of the Public and Indian Housing Low-Rent
Technical Accounting Guide 7510.1 dipulates that the PHA
mugt maintain source documents and files that support the
financia transactions recorded in the books of account, and that
provide an adequate audit trail. This includes such items as
documents identifying the source of cash receipts, canceed
checks, and paid hills.
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Finding 5

The PHA's travel policy dlows travelers to be rembursed on

Deficient trave policy either a per diem or actua expense bass. HUD alows PHAS
to adopt which method it chooses for travel reimbursement, in
conformity with loca requirements, but does not adlow the
method selected to be dternated. The lack of any specification
could dlow for the incurrence of codts tha may not be
necessary or reasonable.

Pat A, Section 15 of the ACC provides that the PHA must
maintain complete and accurate books of account for the
projects in such a manner as to permit the preparation of
statements and reports in accordance with HUD requirements,
and to permit atimely and effective audit.

We believe that the PHA needs to amend its travel policy to
dipulate whether travel costs will be reimbursed on either a per
diem or actud bass. Such dipulation should conform with
local public practice requirements.  Procedures should aso be
implemented to ensure that documentation is obtained to
support codts prior to reimbursement.  Unless the policy and
documentation controls are implemented, deficiencies amilar to
those cited above will continue.

Recommendations We recommend that you require the PHA to:

BA. Reimburse from non-Federd funds, the amount of
the indigible costs.

5B.  Provide additiond documentation for the unsupported
codts S0 that an digibility determination can be made.

5C. Reimburse from non-Federd funds, the amount of
any unsupported cogts determined to beindigible.

5D. Amend its travel policy to dipulate whether trave
costs will be reimbursed on a per diem or actua cost
basis.

5E.  Implement procedures to ensure that documentation is
obtained to support al costs prior to reimbursement.
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Finding 6

Need to Strengthen Administrative and

Accounting Controls

Our review showed various deficiencies involving adminidrative and accounting controls and
procedures that have weskened the PHA's system of internd control. The deficiencies occurred
because procedures were not implemented to ensure that adequate adminidtrative and accounting
controls were in place to meet program requirements. As a result, the PHA does not have adequate
assurance that funds are properly safeguarded against waste and loss and that its housing programs are
administered in accordance with Federd regulations and requirements.

Adminigrative and
accounting control
deficiencies

The following items should not be consdered to be dl inclusive;
rather, they represent only those deficiencies that were identified
asaresult of our review.

a

b

Sales tax was paid on some of the vouchers reviewed even
though the PHA is a tax -exempt organization.  An
example of avoucher on which salestax was pad is.

Voucher Amount of Sales
No. Date Tax Pad
20556 12/25/98 $37.25

Deficiencies related to the purchasing of goods or

srvicesincude the lack of

C.

1. Purchase Orders.
2. Adequate documentation to support cost.
3. A breakdown of the cost on supporting documentation.

In instances where Purchase Orders were prepared, they
were authorized and classfied by the person sgning the
check. In one ingtance, the Purchase Order was even
requistioned by the same person and in another instance,
the Purchase Order had not been authorized.

Various instances were noted where charges were not pro-
raed to the State program and no explanation was
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Finding 6

Criteria
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provided. Examples include Voucher Nos. 17208, 17915,
19019, 19936, 20005 and 20556.

Two ingtances were noted where travel costs were paid for
aconsultant who is an indigible traveler.

In those ingances where more than one employee made the
same trip, the med cogts of dl travelers were clamed by
one employee even though receipts were not provided.

Certain instances were noted where travel vouchers were
either not signed or were not approved.

The PHA repeatedly paid for lega services prior to the end
of the period billed. For example, the invoice for services
for March 1999 was dated March 1, 1999 and was paid
March 19, 1999.

Payments were condgtently made for fee accounting
services prior to the dates shown on the invoices. For
example, the invoice for services for June and July 1998 is
dated August 26, 1998 even though the payments were
made on June 26 and July 31, 1998 respectively.

Numerous instances were noted where an incorrect date of
invoice was shown on the accounts payable voucher. For
example, the accounts payable voucher for the October
1998 payment for fee accounting services shows a date of
invoice of October 1, 1998 wheress the actud invoice is
dated November 30, 1998.

Title 24 CFR, Part 85.20, Standards for Financial Management
Systems, requires that effective controls and accountability must
be maintained for al assets and that the assets be safeguarded.
In addition , Section 15(A) of the ACC provides that, the PHA
must maintain complete and accurate books of account to
permit atimely and effective audit. The above deficiencies have
precluded the PHA from complying with the requirements cited.
Unless corrective actions are implemented, deficiencies smilar
to those described above will recur.
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Finding 6

Recommendations

We recommend that you require the PHA to:

6A.

6B.

6C.

6D.

6E.

6F.

6H.

6l.

Implement controls to ensure that invoices
containing ineligible sales taxes are not processed for
paymen.

Indtitute controls over purchasing and the payment for
goods or servicesto ensure that:

1. Purchase Orders are prepared.

2. Adequate supporting documentation is obtained
prior to payment.

3. Documentation obtained provides a breakdown
of the cost.

Provide adequate segregation of duties among
employees by ensure that Purchase Orders are not
requisitioned, authorized and classfied by the person
sgning the check.

Edablish procedures that will assure that 4l
common costs are properly pro-rated among programs.

Adopt controls that will prohibit travel costs from being
incurred for indigible travelers.

Ingtitute controls that will assure that each traveler
prepare atravel voucher, supported by receipts where
required, for costs associated with their travel.

Implement controlsto ensure that dl travel vouchers
are sgned and approved.

Establish procedures that will ensure that the period
covered by the services has elapsed prior to payment.

Indtitute controls to ensure that invoices are obtained
prior to payment.

Adopt controls that will assure that accounts payable
vouchers show the correct date of theinvoice.
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Finding 6
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Management Controls

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 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 sysems for measuring,
reporting, and monitoring program performance.

Rdevant Management
Contrals

Significant Weaknesses

We determine the following management controls were
relevant to our audit objectives:

Program Operations - Policies and procedures that
management has implemented or reasonably ensure that a
program mests its objectives.

Vdidity and Reliability of Data - Policies and procedures
that management has implemented to reasonably ensure that
vaid and reliable data are obtained, maintained, and fairly
disclosed in reports.

Compliance with Laws and Regulations - policies and
procedures that management has implemented to
reasonably ensure that resource use is consistent with laws
and regulations.

Safeguarding Resources - Policies and procedures that
management has implemented to reasonably ensure that
resources are safeguarded against waste, loss, and misuse.

We assessed dl of the rdlevant controls identified above.

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

Based on our review, we believe that significant weakness exist
in the following arees.
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Management Controls
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Compliance with Laws and Regulaions

The PHA paid bonuses to its adminigtrative personne that were
not in accordance with HUD requirements (Finding 1).

The PHA did not comply with Federa procurement regulations
for competitive proposas and for smdl purchases (Finding 2).

HUD regulations were not followed by the PHA in awarding
contracts for legd services and for accounting services (Finding
4).

Safeguarding Resources

Ineligible and unsupported costs were incurred because the
PHA did not maintain adequate control over costs charged the
Federa program (Finding 3).

The PHA did not have adequate control over itstravel activities
to ensure that travel costs were necessary, reasonable and
adequately supported (Finding 5).

The PHA needs to strengthen the controls over its
adminigtrative and accounting procedures (Finding 6).
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Follow Up On Prior Audits

A prior audit of the PHA was performed by an Independent Public Accountant (IPA) for the 12 month
period ended March 31, 1998. The report does not contain any findings.
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Follow Up On Prior Audits
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Appendix A

Schedule Of Indigible and Questioned Costs

=2

N

Recommendation Type of Quedtioned Costs
Number Indigible 1/  Unsupported 2/
1 $ 62,000.00
2 30,907.18
3 $443.85 15,518.10
4 15,993.60
5 658.00 1,090.31

Total $1.101.85  $125.509.19

Ineligible costs are costs charged to a HUD-financed or insured program or activity that the
auditor believes are not alowable by law, contract, or Federa, State, or loca policies or
regulations.

Unsupported costs are costs charged to a HUD-financed or insured program or activity and
eligibility cannot be determined at the time of audit. The costs are not supported by
adequate documentation or thereisaneed for alegd or adminigtrative determination on the
eigibility of the cost. Unsupported costs require a future decision by HUD program
officids. Thisdecison, in addition to obtaining supporting documentation, might involve a
legdl interpretation or clarification of Departmenta policies and procedures.
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Schedule Of Indigible and Questioned Costs
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Appendix B

Schedule of Ineligible and Unsupported Costs

Date |Voucher Amount Amount
Paid [Number Description Unsupported Ineligible Notes
12/27/96 17208 Workshop meeting $468.55 $82.30 1,2,3,4
04/04/97 17689 Office Rent 666.40 2,5
04/04/97 17704 Section 8 workshop for employees 96.30 2,46
05/02/97 17830 NBA08902H597 1,302.08 7
05/16/97 17915 Repair apple computer 75.00 2,3,6
05/30/97 17950 4,000 copies and 1,000 housing brochures 279.75 2
06/13/97 18044 Clean sewer line at Cronin high-rise 125.00 2,6
06/13/97 18051 Hardware materials and supplies 348.82 8
06/20/97 18070 Paint supplies 560.14 8
07/11/97 18186 Annual meeting install officers 4,014.56 9,10
09/05/97 18440 Central NY Housing Authorities meeting 39.98 11
09/05/97 18442 Gasoline 78.86 12
10/24/97 18692 1 day seminar HUD-50058 190.00 11
12/26/97 19019 Workshop meeting 538.00 158.05 2,3,4,13
02/06/98 19209 Clean sewer lines at Earl Towers and Cronin high- 300.00 2,6
03/13/98 19387 Ir:‘s'iall water pressure pump at Cronin high-rise 1,058.39 2
03/27/98 19428 Central NY Housing Authorities meeting 24.99 11
06/12/98 19750 3 picnic tables 300.00 14
07/17/98 19876 Annual meeting install officers and meeting 3,453.28 9
landlords
08/07/98 19936 1,000 copies 50.00 2,3
08/07/98 19951 8 resin chairs 51.92 14
08/07/98 19952 Pager charges 51.05 3
08/21/98 20005 Beer ball and sodas 19.17 42.25 2,3,15
08/28/98 20020 Central NY Housing Authorities meeting 49.98 11
10/02/98 20176 2 calculators 263.62 16
11/06/98 20326 BUCS81524 35.61 2,17
12/25/98 20556 Workshop meeting 505.10 161.25 2,3,4,18
01/22/99 20685 5,000 rent statements 509.08 2
02/19/99 20801 Central NY Housing Authorities meeting 62.47 11
TOTAL $15,518.10 $443.85
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Notes

Appendix B
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Alcoholic beverages and sales tax totalling $82.30 are not eligible costs

No purchase order was prepared

Cost was not pro-rated to the State program.

There is no documentation as to who attended the meeting.

There is no explanation how the rent amount was determined.

Documentation available does not provide a breakdown of the cost.

There is no billing or invoice to support the cost.

Federal program was charged without documentation to support the classification
Cost is questioned as to being necessary and reasonable.

There is no billing to support $1,809.11 of the cost.

Documentation does not show what employees, if any, attended the meeting.
There is no written agreement to purchase gas from the City.

Alcoholic beverages and sales tax totaling $158.05 are not eligible costs.

Federal program was charged but items were delivered to State project.
Alcoholic beverage amounting to $42.25 is not an eligible cost.

Executive Director made the requisition; authorized the purchase order; classified the costs and signed the check
Documentation available does not describe the goods or services purchased
Alcoholic beverages and sales tax totaling $161.25 are not eligible costs.
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Appendix C

Schedule of Ineligible and Unsupported Travel
Costs

Date [Voucher Amount Amount
Paid |Number Description Unsupported Ineligible Notes
12/20/96 17177 3 Dinners @ $25 at meeting of Central NY Housing
Authorities in Albany, NY on 12/17/96 $62.47 1
12/27/96 17216 Mileage and per diem for 5 round trips from Herkimer
to Glens Falls, NY $470.00 2
01/31/97 17387 Mileage and per diem for 2 round trips from Herkimer
to Glens Falls, NY 188.00 2
05/09/97 17859 Meals costs to attend HUD telecast in Albany, NY
on 5/1/97 73.25 34
05/23/97 17928 Meals costs and tolls for trip to HUD - Buffalo, NY
on PHMAP 111.90 3
Meal costs for trip to Catskill, NY on 5/21/97 36.86 3
06/13/97 18041 Meal costs for trip to Catskill, NY on 06/11/97 73.25 34
08/22/97 18383 Meal costs for trip to Herkimer, NY on 8/20/97 105.29 3,5
12/12/97 18953 Meal costs for trip to Herkimer, NY on 12/9/97 153.55 35
12/19/97 18987 Meal costs and tolls for trip to Catskill, NY on 57.40 3,6
12/15/97
02/20/98 19293 Meal costs for trip to Mechanicville, NY on 02/11/98 52.27 34
03/20/98 19407 Meal costs for trip to Catskill, NY on 3/9/98 45.19 3.7
04/17/98 19512 Meal costs and tolls for trip to Hudson, NY on 81.09 34
4/14/98
08/21/98 19995 Meal costs for trip to Albany, NY on 08/19/98 43.32 3,7
09/18/98 20118 Meal costs for trip to Albany,. NY on 09/14/98 44.15 3,7
11/20/98 20393 Meal costs for trip to Albany, NY on 11/16/98 107.71 3,5
11/27/98 20420 Meal costs for trip to Herkimer, NY on 11/23/98 42.61 3
TOTAL $1.090.31 $658.00
Notes
1 Payment does not identify who, if any, attended the meeting.
2 Payee is neither an employee nor Commissioner of the PHA and is therefore an ineligible traveler.
3 Actual costs were claimed but no receipts were provided.
4 Executive Director claimed all costs even though there was another traveler.
5 Executive Director claimed all costs even though there were other travelers.
6 Amount claimed exceeds, travel policy limit of $50 per day for actual expenses.
7 Including State costs, the amount claimed exceeds travel policy limit of $50
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Appendix D

Auditee Comments
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Appendix E

Distribution

Executive Director, Glens FalsHousing Authority  (2)
Deputy Secretary, SD, Room 10100
Chief of Staff, S, Room 10000
Specia Assigtant to the Deputy Secretary for Project Management, SD, Room 10100
(Acting) Assistant Secretary for Administration, S, Room 10110
Assgtant Secretary for Congressiond & Intergovernmenta Relations, J, Rm. 10120
Senior Advisor to the Secretary, Office of Public Affairs, S, Room 10132
Director of Scheduling and Advance, AL , Room 10158
Counsdlor to the Secretary, S, Room 10234
Deputy Chief of Staff, S, Room 10266
Deputy Chief of Staff for Operations, S, 10226
Deputy Chief of Staff for Programs and Policy, S, Room 10226
Deputy Assstant Secretary for Public Affairs, W, Room 10222
Specia Assgtant for Inter-Faith Community Outreach, S, 10222
Executive Officer for Adminigtrative Operations and Management, S, Room 10220
Senior Advisor to the Secretary for Pine Ridge Project, W, Room 10216
Genera Counsd, C, Room 10214
Director, Office of Federad Housing Enterprise Oversight, O, 9" Floor Mailroom
Assgtant Secretary for Housing/Federa Housing Commissioner, H  Room 9100
Office of Policy Development and Research, R, Room 8100
Assgant Secretary for Community Planning and Development, D, Room 7100
Assstant Deputy Secretary for Field Policy and Management, SDF, Room 7108
Government National Mortgage Association, T, Room 6100
Chief Procurement Officer, N, Room 5184
Assgant Secretary for Public and Indian Housing, P, Room 4100
Chief Information Officer, Q Room 3152
Director, Office of Departmental Equal Employment Opportunity, U, Room 5128
(Acting) Office of Departmental Operations and Coordination, |, Room 2124
Chief Financid Officer, F, Room 2202
Office of Deputy General Counsdl, CB, Room 10220
Director, Enforcement Center, V, 200 Portas Building, 1250 Maryland Avenue
SW, Washington, DC 20024
(Acting) Real Estate Assessment Center, X, 1280 Maryland Avenue, SW, Suite 800,
Washington, DC 20024
Director, Office of Multifamily Assstance Restructuring, Y 4000 Portas Bldg.,
1280 Maryland Avenue SW, Washington, DC 20024

Secretary’ s Representative, New Y ork/New Jersey, 2AS (2)
(Acting ) Senior Community-Builder Coordinator, 2CS, Buffalo Area Office (2)

Page 35 00-NY-202-1001



Appendix E

Director, Office of Public Housng, 2CPH Buffdo Area Office
Assgtant Generd Counsel, New Y ork/New Jersey, 2AC
Deputy Chief Financid Officer for Finance, FF (Room 2202)
Director, Office of Budget, FO (Room 3270)

CFO, Mid-Atlantic Field Office, 3AFI (2)

Office of Public and Indian Housing, PF (Attention Audit Liaison Officer,
Room P8202 (2)

Departmenta Audit Liaison Officer, FM Room 2206 (2)

Acquigtions Librarian, Library, AS ( Room 8141)

Steve Redburn, Chief

Office of Management and Budget
725 17" Street, NW - Room 9226
New Executive Office Building
Washington, DC 20503

Deputy Staff Director

Counsd Subcommittee on Crimind Justice
Drug Policy & Human Resources

B 373 Rayburn House Office Building
Washington, DC 20515

Director, Housng & Community Development Issue Area
US GAO, 441 G Street, NW, Room 2474
Washington, DC 20548

(Attention: Judy England-Joseph)

Subcommittee on Generd Oversght & Investigations
O'Nelll House Office Building - Room 212
Washington, DC 20515

(Attention: Cindy Fogleman)

Henry A. Waxman

Ranking Member

Committee on Governmental Reform
2204 Rayburn Building

House of Representatives
Washington, DC 20515-4305

The Honorable Joseph Lieberman
Ranking Member
Committee on Governmenta Affairs
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706 Hart Senate Office Building
United States Senate
Washington, DC 20510-6250

Honorable Dan Burton

Charman

Committee on Government Reform
2185 Rayburn Building

House of Representatives
Washington, DC 20515-6143

The Honorable Fred Thompson
Charman

Committee on Governmentd Affairs
340 Dirksen Senate Office Building
United States Senate

Washington, DC 20510-6250
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