
 
 
 
 
 
 
 
 
 
 
 
 

TO: Nancy Peacock, Director, Community Planning and Development, 2CD 
 
 

 

 
FROM: Edgar Moore, Regional Inspector General for Audit, 2AGA 

 
SUBJECT: The Town of Alexandria, New York’s Small Cities Community Development  

Block Grant Program Did Not Meet Its Program Objective of Job Creation 
 
 

HIGHLIGHTS 
 

 
 

 

 
 
Issue Date 
   June 29, 2007  
  
Audit Report Number 
    2007-NY-1009 

What We Audited and Why 

We audited the operations of the Town of Alexandria, New York (grantee), 
regarding its administration of a Small Cities Community Development Block 
Grant (Block Grant) obtained in September 1999 under the U. S. Department of 
Housing and Urban Development’s (HUD) Canal Corridor Initiative. The purpose 
of the examination was to determine whether the grantee ensured that (1) grant 
funds were disbursed for project costs that were necessary, reasonable, and in 
accordance with federal regulations and (2) the project for which the funds were 
used complied with Block Grant program objectives, including the intended 
benefit of job creation.  

 
 What We Found  
 

The grantee disbursed Block Grant funds for project costs that were necessary, 
reasonable, and in accordance with federal regulations; however, it did not ensure 
that its use of the grant proceeds complied with program objectives.  Specifically, 
its use of Block Grant funds did not result in job creation, the program objective 
for which HUD provided the funds.  
    



 
 

 What We Recommend  
 

 
We recommend that the director of HUD’s Buffalo Office of Community 
Planning and Development follow up on the grantee’s progress toward meeting its 
job creation goal for the project and set a specified deadline for meeting the goal.  
We also recommend that HUD use the $50,000 per job standard to determine how 
much of the $600,000 in Block Grant funds are eligible costs, and require the 
grantee to reimburse the program from nonfederal funds for any amounts 
determined to be ineligible.  
 
For each recommendation without a management decision, please respond and 
provide status reports in accordance with HUD Handbook 2000.06, REV-3.  
Please furnish us copies of any correspondence or directives issued because of the 
audit. 
 
 
 

 Auditee’s Response 
 

 
We discussed the results of our review during the audit and we requested the 
grantee’s comments on May 24, 2007.  We held an exit conference on June 14, 
2007 and grantee officials provided their written comments via fax on June 19, 
2007; we received the mailed originals on June 25, 2007.  Grantee officials 
generally agreed with our finding and provided their written comments during the 
exit conference.  The complete text of the auditee’s response, along with our 
evaluation of that response, can be found in appendix B of this report. 
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BACKGROUND AND OBJECTIVES 
 
 
 
The Town of Alexandria, New York (grantee), was established in 1821 within the County of 
Jefferson and is governed by the general laws of the State of New York and various local laws.  
The town supervisor is responsible for overall operations and serves as the chief executive officer.  
All legislative power of the grantee is vested in the town board.  The books and records for the 
Small Cities Community Development Block Grant (Block Grant) program are located at Town 
Hall, Alexandria, New York.  
 
In December 1996, the U.S. Department of Housing and Urban Development (HUD) introduced 
the Canal Corridor Initiative to revitalize communities along the Erie Canal and related 
waterways in upstate New York.  HUD was the sponsor of the Canal Corridor Initiative because 
in 1996, HUD was the administrator for the State of New York’s Block Grant program.  In 
September 2000, the State of New York agreed to administer the program while HUD continues 
to administer the Canal Corridor Initiative.  The Canal Corridor Initiative was authorized by the 
Housing and Community Development Act of 1974 and was designed to provide grant and loan 
guarantees to communities along the waterways for economic development projects with an 
emphasis on job creation.  As part of the Canal Corridor Initiative, the grantee, along with the 
Town of Orleans, New York, applied for a HUD-administered Block Grant in the amount of 
$600,000 for a joint wastewater collection and treatment project.  Although it was a joint 
application, the Town of Orleans designated the grantee as the lead applicant for the Block Grant 
and delineated all responsibilities relating to grant administration to the grantee.  
 
In September 1999, the grantee received notice from HUD that its request for a Block Grant had 
been approved (Project No:  B-99-DH-36-0219). The grant funds were to be used to assist with 
the construction of the wastewater treatment facility.  According to the grantee’s application, 
completion of the wastewater treatment facility would provide the necessary infrastructure for 
construction of a new budget motel that was expected to result in the creation of 40 new jobs, of 
which approximately 30 would be made available to low-to moderate-income families.   
 
We selected the grantee for audit based on indicators from monitoring reports that noted 
concerns regarding the lack of progress toward meeting the job creation goals associated with the 
Block Grant.  In addition, our review of the Canal Corridor Initiative in 2001 noted that program 
objectives, such as job creation, had not been fully realized.  
 
The objectives of our audit were to determine whether the grantee ensured that (1) grant funds 
were disbursed for project costs that were necessary, reasonable, and in accordance with federal 
regulations and (2) the project for which the funds were used complied with Block Grant 
program objectives, including the intended benefit of job creation.  
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RESULTS OF AUDIT 
 
 
Finding:  The Program Objective for the Wastewater Treatment   
   Project Was Not Realized 
 
The grantee’s use of Block Grant funds to help finance the construction of a wastewater 
treatment facility did not result in job creation, the program objective for which the funds were 
provided.  This deficiency occurred because the grantee failed to develop a plan to ensure that 
the required job creation goal would be met.  As a result, we consider the cost of $600,000, 
incurred with Block Grant funds for the wastewater treatment facility, as unsupported pending a 
HUD eligibility determination.  
 

 
 
 Program Objective of Job 

Creation Not Realized  
 

As part of HUD’s Canal Corridor Initiative, the grantee was awarded a $600,000 Block 
Grant.  The funds were used to assist with the construction of a wastewater treatment 
facility.  According to the grantee’s program application to HUD, completion of the 
wastewater treatment facility would provide the necessary backbone for future 
development, to include the construction of a new budget motel that was expected to 
result in the creation of 40 new jobs, of which approximately 30 would be made available 
to low-to moderate-income families.  While no HUD funds were to be used for the 
construction of the new budget motel, the completion of the motel and resulting jobs 
formed the basis on which HUD approved the project and awarded the grant funds.  
 
Although the wastewater treatment facility was successfully completed and is currently in 
operation, the budget motel was not constructed.  Moreover, discussions with grantee 
officials disclosed that the grantee no longer anticipated that the budget motel would be 
built.  Consequently, the jobs would not be created.  HUD has held numerous discussions 
with the grantee since 2003 and sent a warning memo in 2004 advising that failure to 
satisfactorily document compliance with the statutory objective of job creation would 
likely result in a determination that the funds were expended for an activity no longer 
eligible for CDBG assistance and that the grantee may be required to repay the entire 
amount of the grant.  
 
In accordance with 24 CFR [Code of Federal Regulations] 570.209(b)(3)(i)(A), $50,000 
is the amount HUD uses as its benchmark for job creation in relation to the amount of 
Block Grant assistance provided.  HUD requires that at least one full-time equivalent, 
permanent job be created or retained for each $50,000 in funding.  HUD also requires 
that at least 51 percent of the jobs be held by or made available to low-and moderate-
income individuals.  
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Conclusion   
 

 
While the wastewater treatment facility was completed, the budget motel was not 
constructed; therefore, the jobs were not created.  Moreover, grantee officials did not 
have a plan regarding future job creation since it anticipated that the budget motel would 
not be constructed.  As a result, we consider the $600,000 in Block Grant funds provided 
for the wastewater treatment facility as unsupported costs pending a HUD eligibility 
determination.  

 
 

 Recommendations   
 

We recommend that the director, Buffalo Office of Community Planning and 
Development,  
 
1A. Follow up on the grantee’s progress or plan toward meeting its job creation 

goal for the wastewater treatment project funded with Block Grant funds and 
set a specified deadline for meeting the goal. 

 
1B. Apply the $50,000 per job standard to determine how much of the $600,000 in 

Block Grant funds are eligible costs and require the grantee to reimburse HUD 
from nonfederal funds for any amounts determined to be ineligible. 
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SCOPE AND METHODOLOGY 
 
 
Our review focused on the grantee’s administration of a $600,000 Block Grant obtained under 
HUD’s Canal Corridor Initiative.  To accomplish our objectives, we interviewed HUD officials and 
grantee staff.  In addition, we reviewed applicable laws, regulations, and other HUD program 
requirements and the grantee’s program files for the Block Grant program.  
   
We also reviewed various documents including board minutes, financial statements, bank 
statements, check vouchers, HUD monitoring reports, and the grantee’s audited financial 
statements.  
 
The review covered the period between January 1, 1999, and December 31, 2006, and was extended 
as necessary.  We performed audit work from January 2007 through May 2007.  The review was 
conducted in accordance with generally accepted government auditing standards. 
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INTERNAL CONTROLS 
 

 
Internal control is an integral component of an organization’s management that provides 
reasonable assurance that the following objectives are being achieved: 
 

• Effectiveness and efficiency of operations,  
• Reliability of financial reporting, and  
• Compliance with applicable laws and regulations. 

 
Internal controls relate to management’s plans, methods, and procedures used to meet its 
mission, goals, and objectives.  Internal controls include the processes and procedures for 
planning, organizing, directing, and controlling program operations.  They include the systems 
for measuring, reporting, and monitoring program performance. 
 

 
 
 Relevant Internal Controls 
 

We determined the following internal controls were relevant to our audit objectives: 
 

• Program operations – Policies and procedures that management has 
implemented to reasonably ensure that a program meets its objectives. 

 
• Validity and reliability of data – Policies and procedures that management 

has implemented to reasonably ensure that valid 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 of resources – Policies and procedures that management has 

implemented to reasonably ensure that resources are safeguarded against 
waste, loss, and misuse. 

 
 
We assessed the relevant controls identified above.  
 
A significant weakness exists if management controls do not provide reasonable 
assurance that the process for planning, organizing, directing, and controlling 
program operations will meet the organization’s objectives. 
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 Significant Weaknesses 
 

 
Based on our review, we believe the following item is a significant weakness: 

 
• The grantee did not establish controls to ensure that administration of its 

Block Grant program was conducted in compliance with program 
regulations and that the project met its objectives (see finding). 
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APPENDIXES 
 

Appendix A 
 

 
SCHEDULE OF QUESTIONED COSTS 

 
 

Recommendation 
number  

Unsupported 
1/

1B $600,000
 
 
 
1/ Unsupported costs are those costs charged to a HUD-financed or HUD-insured program 

or activity when we cannot determine eligibility at the time of audit.  Unsupported costs 
require a decision by HUD program officials.  This decision, in addition to obtaining 
supporting documentation, might involve a legal interpretation or clarification of 
departmental policies and procedures. 
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Appendix B 
 

AUDITEE COMMENTS AND OIG’S EVALUATION 
 
 
 
Ref to OIG Evaluation   Auditee Comments
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Comment 1 
 
 
 
 
 
Comment 2 
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AUDITEE COMMENTS AND OIG’S EVALUATION 
 
 
 
Ref to OIG Evaluation   Auditee Comments
 
 
 
 
 
 
 
 
 
 
Comment 3 
 
 
 
 
 
 
 
 
 
 
 
 
 
Comment 4 
 
 
 
 
 
 
Comment 5 
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AUDITEE COMMENTS AND OIG’S EVALUATION 
 
 
 
Ref to OIG Evaluation   Auditee Comments
 
 
 
 
 
 
 
Comment 5 
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AUDITEE COMMENTS AND OIG’S EVALUATION 
 
 
 
Ref to OIG Evaluation   Auditee Comments
 
 
 
 
 
 
 
 
 
 
 
Comment 6 
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OIG Evaluation of Auditee Comments 

 
Comment 1 Officials for the grantee agree with our conclusion that the budget motel was 

never constructed, and therefore, the forty jobs anticipated in the original 
applications have not been realized.  However, the grantee’s contention is that its 
use of Block Grant funds for the sewage treatment facility did result in other jobs 
that met the requirements and objectives of the Block Grant Program.  
Nevertheless, the grantee has not provided any documentation showing what jobs 
were retained or created, nor whether this project met the National Objective of 
the Program. 

 
Comment 2 Officials for the grantee state that subsequent to the receipt of the Block Grant 

funds and its expenditure for the construction of the budget motel, the developer 
committed to the project abandoned its plan for the construction of the motel.  
However, our review disclosed that the grantee did not undertake any legal 
recourse against the developer. 

 
Comment 3 Officials for the grantee contend that the developer, the largest single commercial 

property owner within the Town of Alexandria, owns several commercial 
developments that have benefited from the sanitary sewage system for which 
grant funds were utilized.  Specifically, one of these developments was in danger 
of being closed due to its failing septic system and the establishment of the other 
development would not have been possible without the infrastructure provided by 
the sanitary sewer system.  However, the grantee has not provided any 
documentation to support the creation of new full-time jobs at these developments 
or documentation from HUD authorizing the grantee to change to alternative 
ways of counting jobs.  

 
Comment 4 Officials for the grantee state that the current construction of a New York State 

Troopers barracks and the planned extension of the sewer system would not be 
possible without the infrastructure of the sanitary sewer system for which Block 
Grant funds were provided.  The intent of the extension is to provide sanitary 
sewer service to existing trailer parks and residential communities, and to spur 
economic development along a corridor of largely undeveloped abandoned land.  
We do not dispute the fact that the sanitary sewer system has provided an 
enormous benefit to the surrounding area; however, HUD’s decision to 
competitively award the Block Grant funds to the grantee was specifically based 
on the motel development and its subsequent creation of low-to-moderate jobs.  
Thus, the grantee will need to seek approval from HUD as to whether the jobs 
created by the planned economic development meet the National Objective of the 
Program.  

 
Comment 5 Officials for the grantee state that the sewer project for which the Block Grant 

funds were utilized was a regional project encompassing three adjoining towns 
and has resulted in the retention and creation of several jobs within two of the 
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towns, one of which is the grantee.  Our review disclosed that although it was a 
joint application, one of the towns designated the grantee as the lead applicant for 
the Block Grant funds and delineated all responsibilities relating to grant 
administration to the grantee.  Further, the grantee has not provided 
documentation to support the alternative jobs created. 

 
Comment 6 Officials for the grantee requests that consideration be given to the fact that 

although its developer failed to construct the motel and create the jobs specified in 
their Block Grant application to HUD, alternative jobs have been created to 
satisfy the Program objectives. Grantee officials are in the process of gathering 
the necessary data to substantiate the alternative jobs created.  While we 
commend the grantee on their current plan of action, the grantee should have 
obtained approval from HUD for the substituted creation of jobs when the 
planned motel project was abandoned.  HUD based its decision to provide the 
Block Grant Funds to the grantee based on the motel development and its 
subsequent creation of low-to-moderate income jobs.  Since that did not happen, 
in order for consideration to be given regarding the alternative job creation, the 
grantee must submit to HUD evidence to support that the alternative jobs retained 
or created meets the low-to-moderate income statutory National Objective under 
24 CFR [Code of Federal Regulations] 570.208(a)(4) as required. 
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