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As part of anationwide review of HUD’ s Continuum of Care Program, we audited the City of
Dallas’ 1996 Shelter Plus Care grant and its 1997 Supportive Housing grant. Our attached report
contains one finding.

Within 60 days, please furnish this office, for each recommendation in this report, a status on:

(1) corrective action taken; (2) the proposed corrective action and the date to be completed; or (3)
why action is not considered necessary. Also, please furnish us copies of any correspondence or
directivesissued related to the audit.

If you have any questions, please contact William W. Nixon, Assistant District Inspector General
for Audit, at (817) 978-93009.
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Executive Summary

Asa part of anationwidereview of HUD’s Continbum of Care Program, we audited the
City o&DalIas’ (City) 1996 Shelter Plus Caregrant™and its 1997 Supportive Housing
grant.” Our objectiveswereto determine whether the City: (1) implemented thegrantsin
accor dance with federal regulations and its grant agreements; (2) expended fundsfor
eligible activitiesunder federal regulations and applicable cost principles; (3) maintained
accur ate and adequate evidence of measurableresults; (4) administered a sustainable
program; and (5) expended fundstimely.

City failed to implement its Our audit concluded the City failed to implement its grants
grantsin compliance with in compliance with its grant agreements and federal

grant agreements and regulations. Specifically, the City did not: (1) provide and
federal regulations. document the matching supportive services required by the

Shelter Plus Care grant; (2) expend its funds timely; (3) file
accurate and consistent Annual Progress Reports; (4)
include only eligible and supported costsin its grant
drawdowns; (5) monitor the participants and their
supportive service needs sufficiently; and (6) perform
yearly Housing Quality Standards inspections for
apartments inhabited 1 year or more. Furthermore, the City
received $53,977 and $2,261 for ineligible and unsupported
activities, respectively. The $53,977 included $28,264 of
duplicated expenses, $21,130 in expenses for ineligible
participants, and $4,583 in expenses incurred prior to the
grant start date.

Due to the seriousness of the problems, we recommend that
HUD discontinue funding Continuum of Care grants to the
City until the City can demonstrate that it can administer
the funds appropriately. Thisincludes providing HUD a
comprehensive management plan and documentation
detailing supportive services provided for all Shelter Plus
Care grants. We aso recommend that HUD require the
City to repay $53,977 for ineligible costs and either support
or repay $2,261 for unsupported costs.

Recommendations.

We held an exit conference with the City on November 2,
2000, during which we presented our findings. The City
provided its response to the audit report on November 3,

! Shelter Plus Care grant #TX21C96-0503.
2 Supportive Housing grant #TX21B97-0906.
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Executive Summary

2000. We considered the responses in preparing our fina
report.
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| ntroduction

Background.

Shelter Plus Care.

Title IV of the Stewart B. McKinney Homeless Assistance
Act authorized HUD’ s Continuum of Care Programs. HUD
began implementing the Continuum of Care concept
through the Notices of Funding Availability (NOFA)
beginning in fiscal year 1994. The Continuum of Care
concept includes three major competitively funded
programs. (1) Supportive Housing; (2) Shelter Plus Care;
and (3) Section 8 Moderate Rehabilitation for Single Room
Occupancy Dwellings. We audited the City’s 1996 Shelter
Plus Care grant and 1997 Supportive Housing grant.

The City’ s offices are located at 1500 Marillain downtown
Dallas, Texas. The Day Resource Center islocated at 901
South Ervay in Dallas, Texas. The City utilized the Day
Resource Center to provide services to the homeless. The
staff at the Day Resource Center included caseworkers
from the City, Dallas Metrocare, and up until recently the
Veterans Administration. The Day Resource Center
offered counseling services as well asreferral servicesto
homeless individuals.

Shelter Plus Care grants provide rental assistance to hard-
to-serve homel ess people with disabilities.™ A person with
disabilitiesis defined as one who has a disability that:

* isexpected to be of long-continued and indefinite
duration;

» substantially impedes his or her ability to live
independently; and

» isof such anature that the disability ﬁould be improved
by more suitable housing conditions.

HUD required the City to match the rental assistance
provided with an equal amount of supportive serviceﬁ.EI
The supportive services must be appropriate to the needs of
the population served. HUD allowed the City to use up toﬁi
percent of this grant amount to cover administrative costs.
Since 1996, HUD has awarded the City over $10 million in
Shelter Plus Care grants:

3 The regulations define such disability as either severely mentally ill or chronic substance abusers.

41996 Continuum of Care Application Instructions.

5 24 CFR Part 582 Subpart A defines supportive services as assistance that meets the special needs of eligible persons. Such as
health care, mental health treatment, alcohol and other substance abuse services, child care, case management, counseling, etc.

524 CFR Part 582.105(e).
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Introduction

Supportive Housing
Program.

7 The City maintains alisting of apartments.
8 As defined by 24 CFR 582 Subpart D.
® The City maintains a listing of apartments.

01-FW-251-1002

Grant Award Start

Number Amount Date Term
TX21C92-1051 $ 2,626,560 10/1/96 120 mos.
TX21C93-1031 2,919,120 10/1/94 60 mos.

TX21C96-0503 1,488,600 7/1/97 60 mos.
TXC80-6003 3,480,960 10/1/99 60 mos./renewal

TX01-C906-001 350,400
Total $ 10,865,640

The City used tenant-based rental assistance to provide
housing under its grant. Participants can select tEIei r
apartments from complexes throughout the City.
Participants must pay 30 percent of their adjusted gross
income™-towards their rent. The Shelter Plus Care grant
pays the remainder of the participant’srent. If a participant
has no income, the Shelter Plus Care grant will pay 100
percent of the rent.

Supportive Housing grants provide rental assistance and
supportive services to homelessindividuals. According to
the goals of the program, the combination of rental
assistance and supportive services enables homeless people
to transition their way into permanent housing. The City
does not require its participants to pay any portion of the
rent. HUD limits assistance under this program to 2 years.
Since 1996, HUD has awarded the City over $1.7 millionin
Supportive Housing grants:

Grant Aw ard Start
Number Amount Date Term

TX21B95-0997 $ 402,015 4/1/96 46 mos.
TX21B97-0906 749,670 10/1/98 36 mos.

TX01B906-002 294,000 24 mos.
TX01B906-015 299,824 23 mos.
Total $ 1,745,509

Participants can select their apartments from complexes
throughout the City.™ The City’ s program provides 18
months of housing assistance along with job placement and
counseling for single homelessindividuals. The City
charged its grant for the salaries of a caseworker and ajob
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Introduction

Audit Objectives, Scope,
and Methodology.

coach. Both of these individuals work solely with the
supportive housing participants.

The City’ s program required participants to conduct a
documented daily job search and save a portion of their
salary. The savings enable them to enter permanent
housing when the program ends. Program staff conduct
quarterly focus group meetings with clients to secure input
and planning for future services or service modifications.

Our objectivesin auditing the City’ s Continuum of Care
grants were to determine if the City: (1) implemented the
grants in accordance with its applications; (2) expended
funds for eligible activities under federal regulations and
applicable cost principles; (3) maintained accurate and
adequate evidence of measurable results; (4) hasa
sustainable program; and (5) expended funds timely.

To achieve the audit objectives we:

* Interviewed HUD staff;

* Reviewed documentation provided by HUD on City
programs;

* Reviewed audited financial statements;

* Reviewed grant applications, agreements, and technical
submissions;

* Interviewed City staff;

* Reviewed City’ s policies and procedures relating to
homeless grants,

» Selected sample of transactions and program
participants to determine if the City was following their
own policies and procedures as well as federal
regulations,

» Examined financia records for sample transactions;

» Examined participant records for sample participants,
and

* Reviewed annual progress reports.

We selected a judgmental sample of transactions and
program participants for the audit. The Shelter Plus Care
sampleincluded 6 drawdown periods. We selected June
and July 1997 since this is when the program began. From
then on we selected every 4™ drawdown. We reviewed
financial records for each of these drawdowns. We selected
our participants from the selected drawdowns by including
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Introduction

Audit Period and Sites.

01-FW-251-1002

every 10" participant from reports provided by the City.
The Supportive Housing transactions sample included the
drawdown covering July 1998 through February 1999 since
thisis when the program began. However, we only
sampled transactions occurring in November and
December, since this drawdown covered an 8 month period.
We selected July 1999 through August 1999 since it
appeared that this drawdown had been duplicated. We also
selected September 1999. In general, we selected every
other participant included on alist of participants for the
Supportive Housing sample.

We conducted the audit at City Hall and at the Day
Resource Center. Throughout the audit we obtained
computer-generated data from both HUD and the City.
However, we did not perform any tests on the validity or
reliability of such data except as noted in the findings and
management controls. The audit period for the Shelter Plus
Care grant generally covered June 1997 through December
1998. The audit period for the Supportive Housing grant
generaly covered July 1998 through January 2000. We
extended the audit period as appropriate. We performed
field work from February through May 2000 with
additional field work performed in August 2000. We
conducted our audit in accordance with generally accepted
government auditing standards.
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Finding

The City Falled to Implement Its Grants
In Compliance with Federal Regulations
and Grant Agreements

Overall, the City administered itshomeless grants poorly. The City failed to comply with
federal regulations and its grant agreements. Specifically, the City did not:

» Provide and document the matching supportive servicesrequired by the Shelter Plus
Caregrant;

* Expend itsfundstimely;

» Fileaccurate and consistent Annual Progress Reports;

* Includeonly digible and supported costsin grant drawdowns,

* Monitor the participants and their supportive service needs sufficiently; and

» Perform yearly Housing Quality Standards (HQS) inspectionsfor apartmentsinhabited
1year or more.

The City provided insufficient administrative guidanceto city personnel responsible for the
day-to-day operations of the grants. Further, the City did not implement sufficient
management controlsover grant administration to ensure compliance with grant
requirements. Therefore, HUD cannot rely on the City to properly administer itshomeless
grants. HUD should discontinue funding Continuum of Care grantsto the City until the
City can demonstrate that it can administer the funds appropriately. Thisincludes
providing HUD a compr ehensive management plan and areport detailing supportive
servicesprovided for all Shelter Plus Care grants. HUD should also requirethe City to
repay the $53,977 for inéligible activitiesand either support or repay the $2,261 for
unsupported activities.

Criteria. Shelter Plus Care. In obtaining funds, the City agreed to
follow all applicable federal regulations™ and the terms of
its grant agreement including:

» Conducting an ongoing assessment of the rental
assistance and supportive services required by the
participants;

» Ensuring the provision of supportive servicesin an
amount equal to the rental assistance provided by HUD;

* Being responsible for overall administration of the
grant; and

10 subtitle F of Title IV of the Stewart B. McKinney Homeless Assistance Act and also 24 CFR 582.
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Finding

The City failed to provide
and document supportive
Services.

»  Complying with other terms and conditions, including
record keeping and reports.

Supportive Housing. In obtaining funds, the City agreed
to comply with all applicable federal regulations—and the
terms of its grant agreement including:

* Providing assistance to the participants in securing and
retaining employment and/or training;

» Ensuring that participants conducted daily job search
with verified results; and

* Requiring participants to set up savings accounts.

For its Shelter Plus Care grant, the City failed to provide
the required supportive servicesto its participants. Further,
the City did not adequately document those supportive
servicesit did provide to the participants. After severa
requests, the City supplied docu%antati on to support
$209,215 in supportive services.™ As of November 30,
1999, HUD provided the City with $460,195 in rental
assistance or $250,980 more than the City matched in
supportive services.

HUD required the City to monitor the supportive services
and ensure the participants are receiving the appropriate
supportive ﬁvices, even if it must fund the services
themselves.™ HUD also required the City to conduct an
ongoing t of the supportive services needed by
the participants.™ The City did not maintain
documentation on the supportive services provided (either
aggregate or per participant); therefore, it could not provide
an ongoing assessment of the needs of the participants or
the amount of services provided.

In a 1999 monitoring review, HUD noted similar problems
with the City’s 1994 Shelter Plus Care grant. Its
monitoring review found the City could not provide
documentation to verify that it matched the rental assistance
received with supportive services. The City’s response
stated that it had documented and verified atotal of

1 subtitle C of Title 1V of the Stewart B. McKinney Homeless Assistance Act, 24 CFR 583, and a so the Notice of Funding

Availability 62 FR 17024.

2 The City should have had thisinformation readily available

13 24 CFR 582.110.
14" 24 CFR 582.300(b).

01-FW-251-1002
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Finding

The City did not expend
fundsin atimely manner.

1524 CFR 582.1.

$1,946,371 in supportive services for this grant. However,
HUD eventually determined the City provided $1,798,911
as a supportive service match. For this grant, HUD
provided $2,919,120 in rental assistance or $1,120,209
more than the required match by the City.

Thelocal HUD field office interprets the McKinney Act as
not allowing it to require the City to repay HUD the
$1,120,209. Itsinterpretation isthat HUD could only
recapture “unexpended housing assistance.” Therefore, its
monitoring review recommended the City “over match”
existing Shelter Plus Care grants to make up for the
supportive services the City did not provide for the 1994
grant. However, this does rectify the fact that the
participants under the 1994 grant did not receive the
necessary supportive services. HUD should ensure that the
City provides the required supportive services to those
participants under the specific grant.

Provision of supportive servicesis the cornerstone of the
Shelter Plus Care Program. The program targets hard-to-
serve homeless persons with disabilities™. The disabilities
of these individuals substantially impede their ability to live
independently. However, the City placed the individualsin
apartments throughout the City and did not provide the
required supportive services. Without the required match,
the City not only violated its grant agreements but also
hindered the success of any participants and the program.
Since the participants did not receive sufficient supportive
services, this program was nothing more than a temporary
relief from homel essness.

The City did not budget or administer grant funds to ensure
the timely expenditure of the funds. The City performed
neither spending projections nor any other analysis for
either of the grants audited. Asof November 1999, the
City was behind projected spending by $259,295 in its
Shelter Plus Care grant. As of September 1999, the City
was behind projections of spending in its Supportive
Housing grant by $39,572.
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Finding

Shelter Plus Care - Asof November 1999, the City was
behind projected spending by $259,295 in its 1996 Shelter
Plus Care grant. In an effort to expend the funds from a
prior grant, the%ty transferred 30 of its 35 participants

from this grant.

This was nothing more than a paper

transaction to help the City to expend its prior grant.
Furthermore, during the first 19 months of the grant, the
City failed to serve the required 50 participants. The City
actually served the following number of participants during

the period:

1997
Month Participants

July 17

September 21

1998

Month Participants

February 38

April 5

June 5

August 9

October 20

December 24

November 24

The City had severa waiting lists to get into the program.
Each waiting list could have as many as a dozen individuals
at onetime. The City had no excuse for not spending its
fundstimely. The City should analyze grant funds on a
continual basis to ensure that it spends funds timely and
that it serves the required number of participants.

Supportive Housing - The City will likely expend the
$39,572 difference between its projected and actual
expenditures, because it has not drawn down any of its
administrative funds. The City was awarded $35,270 for
administrative costs associated with this grant. However,
as of September 1999, the City had not drawn down any
administrative costs from the grant. The City claimed that
HUD instructed them that no administrative costs could be
drawn dowrﬁﬁtil the City had the required number of
participants.—— The City had 26 participants as of January
1999, in spite of this however, it had not drawn down any

8 HUD approved the transfer.
17 This grant was for 25 participants.
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Finding

The City submitted
inaccur ate and inconsistent
Annual Progress Reports.

18 July 1, 1997, through June 30, 1998.
19 July 1, 1998, through June 30, 1999.

administrative funds. The City should not blame HUD for
its lack of diligence in administering its grants.

The City did not collect and maintain documentation on
participants to support progress reported to HUD. HUD
required the City to submit Annual Progress Reports
showing the progress the City made toward its goals during
the year and setting the goals for the upcoming year.
Without participant information, the City could not submit
accurate and consistent Annual Progress Reports.
According to City officials, in order to complete the Annual
Progress Report, the City inspected each participant’sfile
to determine if the participant met the City’ s goals.
However, it did not maintain any documentation of its
review of thefiles. Therefore, no one could confirm the
data without inspecting each file again.

Furthermore, the City’s Annual Progress Reports included
mathematical errors, inconsistency between goals set and
the progress reported, and incorrect calculation of progress
achieved. For example, the Annual Progress Report
reflects that the Shelter Plus Care grant had 76 participants
during the period July 1, 1998, through June 30, 1999.
However, alist provided by the City reflected only 74
participants.

As an example of inconsistency, the City’s year one
Annual Progress Report, — stated that in year two “50% of
those in vocational programs will demonstrate a
documented increase in their vocational skill levels.”
However, in its year two Annual Progress Report, —the City
reported “this goal has been exceeded in that 30% of the
clients completed the Compensated Work Therapy program
and Dallas Community College program requirements for
graduation.” In addition to the apparent contradiction of
the goal set and progress achieved, the City did not include
individuals who dropped out of the program in the
calculation of progress achieved. This practice inflates the
progress reported on the Annual Progress Reports.

The Annual Progress Reports filed by the City do not

reflect atrue picture of the program and the progress
achieved. In order to accurately report its progress, the City
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Finding

The City included $53,977
inineligible and $2,261 in
unsupported costsin grant
drawdowns.

09/24/99

Drawdown Leasing

July '99

10/13/99

Drawdown Leasing
$14,451.00 $ 537.00

August 99 11,028.00
Subtotal | $ 25,479.00 $ 3,018.00

July '99

Duplicate
Charges | $ 25,479.00 $ 3,018.00 $ -233.00

01-FW-251-1002

must collect and maintain information on each participant.
The City’'s practice of inspecting each participant file for
the Annual Progress Report is not only time consuming and
inefficient but reflects poorly on the City’ s administration
and implementation of its grants. Essentialy, the City’s
record keeping for tracking and documenting the progress
of the participants and its grantsis nonexistent. It seems
the City haphazardly placed numbers on the reports and
submitted them. The City should collect and utilize
participant information in order to monitor the success of
its programs. As prepared, the City’ s reports are worthless
as an analysis tool or as a measure of progress.

The City has drawn down funds for ineligible and
unsupported costs totaling $53,977 and $2,261,
respectively. The City incorrectly received funds for a
duplicated drawdown, expenditures incurred prior to the
grant start date, and expenses for ineligible participants. In
one drawdown reviewed, the City did not have support for
$2,261.

Duplicated Drawdown - The City included the same

Utilities Payments Admin

$14,451.00 $ 537.00 $ -233.00 [$71;180:00
August ‘99 11,028.00
Subtotal  $ 25,479.00 $ 3,018.00 $ -233.00 |$:2;261:00

Utilities Payments Admin

leasing and utility costs in two drawdowns from its
Supportive Housing grant. The two drawdowns included:

Co Supportive Total
Services Drawdown

2,481.00 1,081.00

$ 30,525.00

Co Supportive Total
Services Drawdown
$ 9,874.00

2,481.00
$ 9,874.00 $ 38,371.00

$ 28,264.00
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Finding

The City should repay its grant $28,264 for the duplicate
charges. The City could not support the $2,261 in
administrative costs included in the September drawdown.
The City should either provide support for this amount or
repay its grant the $2,261.

Expensesincurred prior to grant start date - Underthe
Supportive Housing grant, the City i%urred $4,583""in
expenses prior to the grant start date.~ HUD prohibits the
City from expending funds until the grant has been
executed. The City offered no explanation for incurring
expenditures prior to the grant start date and should repay
its grant.

Ineligible Participants - The City paid $21,130 in rental
assistance for six ineligible participants. The City did not
properly document homelessness for these participants.
During a start-up conference held for each grant, HUD
instructs grantees on the requirements for documentation of
homelessness. However, the City could not say who
attended the start-up conferences, nor could it verify
whether the information was disseminated to the
individuals who worked on the grant.

The City did not enforce program requirements or provide

The City provided adequate monitoring of participants. In oneinstance, the
insufficient monitoring of City’s Shelter Plus Care grant paid rent on an apartment
participants. that the participant had vacated at least 7 months earlier.

The City had documentation that should have alerted it to
this condition. Specifically, the utility bills for this
apartment had gone as low as $5 amonth. The City can
pay rental assistance f% only 1 month after a participant
vacates the apartment.

Contrary to the Supportive Housing grant requirements, the
City did not require participants to perform adaily job
search or maintain a savings account. Of the 19 files
reviewed, none had adaily job search and only 3 files had
any evidence of asavings account. Furthermore, the audit
noted instances in which the participant clearly violated
program requirements and the City took nugatory action.

2 Thiswas included in their initial drawdown of $85,899, and includes expensesincurred in July and August 1998.
2L The grant started on September 1, 1998.

2 Also, the City did not document that this individual was homeless.

2 24 CFR 582.105(d)(1).
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Finding

01-FW-251-1002

For instance, one participant was evicted from her
apartment for alleged drug trafficking and unauthorized
tenants. She also repeatedly missed appointments with her
case worker. Instead of removing the participant from the
program, the City allowed her to sign another agreement.
After entering the new apartment, the participant continued
to have an unauthorized guest. It got so bad that the
apartment complex was forced to change the locks to
remove the unauthorized guest. It appears that during the
1¥, years that she participated in the program, she did not
have a steady job much less maintain a savings account.
During the audit period, the participant requested that the
City remove her from the program. It is unknown whether
the City continued paying her rent.

According to City personnel, they have attempted to
terminate participants for noncompliance with program
requirements. However, management has told them to
terminate “only in the most extreme circumstances.” City
personnel believed that they went the extra mile; however,
they acknowledged that going the extramile usually did not
work. The City did not have adequate procedures to ensure
that the participants followed program requirements or
faced consegquences including terminating them from the
program.

The grant provided participants with 2 years of rental
assistance to enable them to make the transition from
homeless to independent living. While in the program, the
grant required participants to obtain a steady job and save
money. With no enforcement of the program requirements,
not only did the City violate its grant agreement, but it also
hindered the success of the participants. The City provided
no incentive for participantsto strive to become self-
sufficient. Therefore, at the end of the 2-year period, the
participants gained little to nothing.

If the City did not intend to enforce the requirements of the
grant, the City and not HUD should be paying the rents for
the participants. The City should develop and implement
the necessary procedures to ensure that participants follow
program requirements.

Page 12



Finding

The City did not perform
yearly Housing Quality
Standards (HQS)
inspections.

Auditee Comments

Contrary to Shelter Plus Care program requirements, the
City did not perform yearly HQS inspections of the
apartments. The City’ s Housing Inspector explained that
apartment complexes often refuse to allow him into the
apartments. HUD cannot be sure that the apartments
included in the City programs meet the HQS.

The City’' srevised response isincluded as Appendix B.
We did not include as part of the City’ s response any
confidential information.

The City concurred that it did not implement its grantsin
compliance with grant agreements and federa regulations.
However, the City disagreed that it included ineligible
participants in grant drawdowns or drew down funds sooner
than was permitted by regulations. The City’s response
included actions that it has taken to mitigate the severity of
the problems detected during the audit.

The City believesitsfiles had sufficient documentation to
verify the six individuals identified in the audit met the
eigibility requirements. The City stated, “The Department
used as its documentation, the Participant Outcome
Monitoring System (POMS) which was previously
recommended by local HUD staff, to document the
homeless condition of our clients.” Therefore, the City
believesit appropriately paid $21,130 in rental assistance
on behalf of these participants.

The City maintained the eligibility of the $4,583 incurred

prior to the grant start date. According to the City’'s

response:
“...the City was notified on July 14, 1998 of the award
of the Supportive Housing funding. The notice
informed the City no funds could be disbursed until
after the grant was fully executed. The City assumed all
eligible expenses incurred from the time of notification
could be reimbursed once the grant was executed.
Review of the applicable regulations does not prohibit
thisaction.”

With respect to the Housing Quality Standards inspections,
the City acknowledged that it did not perform all the
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Finding

OIG Evaluation of
Comments

01-FW-251-1002

inspections. However, this was due to a lack of
cooperation from apartment managers. The City cited
actions it has taken to correct this problem.

Included in the City’ s response was a management plan
intended to address the concerns of the OIG and HUD. The
City believes this management plan combined with recent
changes in management and changes in operations will
result in a stronger administration of its programs.

The City’ sresponse, specifically the attached management
plan, shows awillingness to correct the problems noted in
thefinding. However, in order to demonstrate its ability to
administer its grants appropriately, the City must
implement these changes and evaluate the outcomes. As
such, we did not change our recommendation that HUD
discontinue funding until the City can administer the grants

appropriately.

We take exception to the City’ s statement, “In many
instances program staff responsible for implementing the
grants have in fact met the requirements of the grants with
one major exception —they did not adequately document
their activities.” The City’s statement appearsto triviaize
the problems and conditions noted in the finding as simply
alack of documentation. The City did indeed lack
documentation. However, the lack of documentation is
only a symptom of the City’ sinability to administer its
Continuum of Care Programs effectively. For instance, the
lack of supportive services documentation only exposes the
larger problem of the City not addressing the needs of its
participants or demonstrating that the participants received
the care needed to assist them in living as independently as
possible.

The City could not support its assertion that the six
individuals cited in the finding were eligible participants.
As stated in the finding, HUD provided the City specific
instructions on documenting homelessness and the City did
not follow them. Furthermore, the City could not verify
that it trained City staff on administering and operating
these grants. Several of the individuals cited in the finding
had been living with family or friends prior to entering the
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Finding

Recommendations

program. Irrespective of the documentation maintained,
these individuals were not eligible to participate under
these grants.

In its response the City included a letter from an apartment
manager regarding the participant who had vacated his
apartment at least 7 months prior to termination of rental
assistance. However, this does not agree with
documentation included in the participant file. No
participant in these programs should go 7 months without
contact. Without this contact, the City does not know if it
IS paying rent on a vacant apartment, but also whether the
participant is making progress under this program.

The City’ s assumption that expenses incurred prior to the
grant start date were eligible expensesisincorrect.
Regulations clearly define the effective date as the date
HUD executes the grant.

We revised our report as necessary.

We recommend HUD to:

1A. Discontinue funding Continuum of Care grants for the
City until such time as the City demonstrates its
ability to administer the grants appropriately. This
includes providing HUD a comprehensive
management plan in the areas of:

* Supportive services,

* Personnel training;

* Oversight responsibility;

* Participant monitoring;

e Draw down procedures and review;

» Expenditures of grant funds along with
projections; and

* Annua Progress Report preparation and review.

1B. Require the City to provide areport detailing
documented supportive services provided for all
Shelter Plus Care grants. The report should reflect:

» Supportive Service providers utilized;

Page 15 01-FW-251-1002
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1C.

1D.

» Typesof services provided;

e Dollar value of those services;

o Steps taken to verify documentation; and

* How the supportive services address the particular
needs of the Shelter Plus Care participants.

Require the City to reimburse HUD for $53,977 for
ineligible expenditures.

Require the City to either support or reimburse HUD
$2,261 in unsupported costs.

Page 16



Management Controls

In planning and performing our audit, we obtained an under standing of the management
controlsthat wererelevant to our audit. Management isresponsiblefor establishing
effective management controls. Management controls, in the broadest sense, include the
plan of organization, methods, and procedur es adopted by management to ensurethat its
goals are met. Management controlsinclude the processesfor planning, organizing,
directing, and controlling program operations. They include the systemsfor measuring,
reporting, and monitoring program performance.

Significant Controls

Significant Weaknesses

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

» dligibility of program activities and participants,

» measurement and documentation of program results;

* monitoring of drawdowns;

» timely expenditure of grant funds,

* monitoring of supportive services,

* monitoring of program participants; and

» oversight responsibility and overall grant
administration.

We evaluated al of the relevant control categories
identified above by determining the risk exposure and
assessing control design and implementation.

It isasignificant weakness if internal controls do not give
reasonabl e assurance that resource use is consistent with
laws, regulations, and policies; that resources are
safeguarded against waste, 1oss, and misuse; and that
reliable data is obtained, maintained, and fairly disclosed in
reports. Asdiscussed in our finding, we believe the
following items are significant weaknesses in that the City
lacks sufficient controls to ensure:

» dligibility of participants,

» proper measurement and documentation of program
results;

» timely monitoring of grant drawdowns,

» timely expenditure of grant funds,

* monitoring and documenting of supportive services;

* monitoring of program participants to ensure adherence
to program rules and guidelines; and

Page 17 01-FW-251-1002



Management Controls

» overal grant administration in accordance with federal
regulations and grant agreements.
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Follow-Up on Prior Audits

Thisisthefirst audit by our office of the City of Dallas’ Continuum of Care grants.

We reviewed the 1997 and 1998 audited financial statements for the City of Dallas. The audit
contained no findings regarding the Continuum of Care grants.
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Follow-Up on Prior Audits
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Schedul e of Questioned Costs

Type of Questioned Costs

|ssue IndligibleY  Unsupported?
1C Ineligible expenditures $53,977
1D Unsupported costs $2,261
Totals $53,977 $2,261

1 Ineligible costs are costs charged to a HUD-financed or insured program or activity that the auditor believes are not allowable
by Taw, contract, or federd, state, or Tocal policies or regulations.
2 Unsupported costs are costs questioned by the auditor because the eligibility cannot be determined at the
time of audit. The costs are not supported by adequate documentation or there isaneed for alega or
administrative determination on the dligibility of the costs. Unsupported costs require a future decision
by HUD program officials. Thisdecision, in addition to obtaining supporting documentation, might
involve alegal interpretation of Departmental policies and procedures.
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Auditee Comments

\‘I
1

CITY OF DALLAS
November 3, 2000

Mr. D. Michael Beard, District Inspector General
U.S. Department of Housing and Urban Development
Southwest District Office of Inspector General

819 Taylor Street, Room 13A09

Fort Worth, TX 76102

Dear Mr. Beard:

At my direction, staff of the Environmental and Health Services Department have conducted
an intensive follow up review of your draft audit report of the Shelter Plus Care and
Supportive Housing programs. This review followed the exit conference conducted by Ms.
Laura Cantu and Mr. William Nixon. As a result of that follow up review, we submit the
following and enclosed as evidence of our commitment to positive administration of
homeless programs which serve the most vulnerable of our population.

First and foremost, you should be advised that I have made several staffing changes and
assignments which should result in stronger administration of these programs. These
changes are the latest in a series of significant management changes in the City of Dallas
executive team. As you are aware, we are operating under the aggressive leadership of City
Manager Teodoro Benavides. Mr. Benavides appointed Ms. Jacqueline L. Lee to serve as
Assistant City Manager whose portfolio includes the Environmental and Health Services
Department. Most recently I was named Director of this department (May 31, 2000) and I
named Karen Bradford as my Assistant Director (September 18, 2000). Ms. Bradford and 1
have worked with HUD programs in the City of Dallas and have strong track records of
sound management and effective program oversight.

On the heels of these executive changes is the decision to designate a seasoned employee
who has a strong sense of the expectations of our homeless programs, to assume management
of them. I recently named Ms. Karen Boudreaux to serve as the City’s staff liaison to the
Downtown Homeless Consortium where she has been quite successful. She is being
promoted to the position of manager of all homeless programs and will have an assistant in
the person of Ms. Boadecia White, who will provide strong backup support to the
Consortium and on other homeless initiatives as needed. The enclosed organization chart
provides a complete summary of the program’s new structure, which includes several
additional modifications.

I believe these changes and the strengthened Management Plan which is also enclosed, will
serve the City well in improved operations of our homeless programs.

DEPARTMENT OF ENVIRONMENTAL AND HEALTH SERVICES CITY HALL DALLAS, TEXAS 75201 TELEPHONE 214/670-3696
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Mr. D. Michael Beard
November 3, 2000
Page 2

Regarding the conclusions of your audit, I concur — with comment — with your assessment
that the City did not implement the grants in compliance with grant agreements and federal
regulations. In many instances program staff responsible for implementing the grants have in
fact met the requirements of the grants with one major exception — they did not adequately
document their activities. I have included with this package, highlights from various case
files, of successful outcomes for clients who participated in this program.

The lack of documentation is especially critical in your determination that we failed to match
all Shelter Plus Care grants, as required. You will find in our Management Plan, a strategy
for insuring against this problem in the future. In addition, we are continuing to work on the
corrective action plans which were recommended by HUD after their last monitoring review.
This is a serious deficiency and will be addressed with maximum attention at all levels.

I have highlighted these issues for your quick reference however I encourage you to evaluate
our Management Plan which I believe you will find to be completely responsive to your
suggestions and findings. However I am compelled to respectfully request your
reconsideration of the draft report recommendation for discontinuation of funding. I believe
the enclosed Management Plan, which I authored after spending a full day in discussion with
all program staff, provides strategies for correcting all noted deficiencies This effort on my
part served to satisfy me that we have thoroughly considered each of your findings.
Additionally I am 100% satisfied that the staff understand my expectations and that they are
capable of meeting them. The expectations which are outlined, will be incorporated into all
staff performance plans.

This commitment of time as well as the change in program management and the systems in
place in the Management Plan demonstrate that the City can and will manage these programs
and funds appropriately.

I have enclosed the following documents with this package: response to each finding;
Management Plan; revised organization chart; and success stories from Shelter Plus Care and

Supportive Housing files.

I look forward to receipt of your final report. Please feel free to contact me if you have
questions or would like clarification any of the points contained herein.

Sincerely,

Mary K.%iﬁtor

Environmental and Health Services Department
Enclosures

¢: Jacqueline L. Lee, Assistant City Manager
Karen D. Bradford, Assistant Director, Environmental and Health Services Department

01-FW-251-1002 Page 24



Appendix B

City of Dallas Environmental and Health Services Department
Response to Draft Audit
Shelter Plus Care and Support Housing Grant Programs
November 3, 2000

The City failed to provide and document supportive services.

The Environmental and Health Services Department concurs with comment. We
believe we provided more supportive services than we can document, which has the
effect of not providing the services. However, we have a strong Management Plan
which includes a stronger commitment to providing and documenting supportive
services. Included in this plan are strategies to identify a variety of new supportive
services resources.

The City submitted inaccurate and inconsistent Annual Progress Reports.

The Environmental and Health Services Department concurs. Revised APRs were
submitted to HUD on September 22, 2000. The Management Report provides a
detailed plan for preparing accurate reports and for establishing schedules and
responsibilities for meeting required report deadlines.

The City included $53,977 in ineligible and $2,261 in unsupported costs in grant
drawdowns.

During our November 2, 2000 meeting, we agreed that the $2,261 is a part of the
$53,977 and is therefore not addressed separately herein. However, as described in
detail in our response to the recommendation on pages 2 and 3 of this document, we
do not believe these costs are ineligible. The portion which represented a duplicate
drawdown ($30,525.43) will be resolved by reducing a future drawdown. The
balance represents payments made for legitimate expenses, as described on page 3.

The City provided insufficient monitoring of participants.

The Environmental and Health Services Department concurs that participant
monitoring expectations were not clear, nor were monitoring activities fully
documented. However, the example described in the draft audit has been
researched, and we have enclosed evidence from the Aspen-Chase apartments that
the client was in residence for 5 of the 7 months in question. The City will take
action to recover the rent payments for two months the client was not in residence.
The issue of client monitoring has been addressed in the Management Plan which
describes the frequency and documentation requirements for case manager client
meonitoring activity.

City of Dallas Environmental and Health Services Department
Response to Draft Audit — Shelter Plus Care/Supportive Housing
November 3, 2000
Page 1 of 3
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The City did not perform yearly Housing Quality Standards (HQS) inspections.

The Environmental and Health Services Department acknowledges that there were
inspections which were not performed because of lack of cooperation from
apartment managers. Several steps have been taken to correct this problem.
Apartment managers have been sent letters confirming that the inspections are key
to their receipt of rent payments. All past due inspections were caught up as of
October 31, 2000. The strategies identified in the Management Plan will insure that
this problem does not reoccur.

The City did not ensure that rents paid for assisted units were the same as for the
unassisted.

The Environmental and Health Services Department does not concur. We believe
we have verified that the program tenant rents are consistent with those charged for
non-program participants. However, we have identified a process in our
Management Plan which will strengthen our oversight of the rent payments made
on behalf of our participants.

Recommendations
1A4. Discontinue funding Continuum of Care grants for the City until such time as the

City can administer the grants appropriately. This includes providing HUD a
comprehensive management plan.

The City believes that the response by the current management of the
Environmental and Health Services Department, demonstrates our ability to
administer the grants appropriately. We do not believe discontinuation of the
funding serves a positive purpose. The City of Dallas has a history of
successful administration of Federal, State and local funds; our current fiscal
year budget exceeds $1.8B. The City’s overall track record combined with the
significantly strengthened Management Plans for the Environmental and
Health Services Department, reflect the City’s ability and commitment to
administer the grants appropriately.

IB. Require the City to provide a report detailing documented supportive services
provided for all Shelter Plus Care grants.
As reflected in our September 22 response to HUD’s monitoring visit report,
we are actively working to provide a detailed report on additional documented
supportive services for all grants. Our Management Plan includes steps,
strategies and responsibilities for insuring that all programs continue to be
properly matched and documented.

IC. Require the City to reimburse HUD for $53,977 for ineligible expenditures.
The Environmental and Health Services Department concurs that $30,525.43
of the questioned amount, was a duplicate drawdown. We will reduce the next
subsequent draw by this amount and we will also reimburse HUD for any
interest earned on this amount. The enclosed Management Plan provides a
process which will avoid duplicate drawdowns in the future.

City of Dallas Environmental and Health Services Department
Response to Draft Audit — Shelter Plus Care/Supportive Housing
November 3, 2000
Page 2 of 3
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The Department does not concur with the ineligible costs of $4,582.61 for
expenses incurred prior to the full execution of the grant. The City was
notified on July 14, 1998 of the award of the Supportive Housing funding. The
notice informed the City no funds could be disbursed until after the grant was
fully executed. The City assumed all eligible expenses incurred from the time
of notification could be reimbursed once the grant was executed. Review of the
applicable regulations does not prohibit this action.

The Department does not concur that the $21,130 in rental assistance for seven
participants was eligible. The basis for this finding was a lack of
documentation of the participants’ homelessness. The Department used as its
documentation, the Participant Outcome Monitoring System (POMS) which
was previously recommended by local HUD staff, to document the homeless
condition of our clients. While that document has its limitations, we
considered it to be valid given its endorsement by local HUD officials. This
issue was discussed during the November 2, 2000 exit conference, however and
we have now added the homeless statement which was recommended during
that conference, for future documentation. However, we do not believe
reimbursement of funds is appropriate in that the files did contain
documentation.

1D. Regquire the City to either support or reimburse HUD $2,261 in unsupported costs.
With HUD OIG concurrence on November 2, 2000, these funds are a part of
funds in 1C above and are not considered separately.

Management Controls
All issues identified as management control weaknesses have been addressed in the
enclosed Management Plan.

City of Dallas Environmental and Health Services Department
Response to Draft Audit — Shelter Plus Care/Supportive Housing
November 3, 2000
Page 3 of 3
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CITY OF DALLAS
HOMELESS GRANT MANAGEMENT PLAN
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Appendix C

Distribution

Secretary's Representative, 6AS

Comptroller, 6AF

Director, Accounting, 6AAF

Director, CPD, 6AD

Secretary, S (Room 10000)

Deputy Secretary, SD (Room 10100)

Assistant Deputy Secretary for Field Policy & Mgmt, SDF (Room 7108)
Acting Assistant Secretary for Administration, A (Room 10110)

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

Deputy Asst. Secretary for Public Affairs, S (Room 10222)

Special Asst. for Inter-Faith Community Outreach, S (Room 10222)
Executive Officer for Admin Operations & Management, S (Room 10220)
General Counsel, C (Room 10214)

Director, Office of Federal Housing Enterprise Oversight, O, 9" Floor Mailroom
Assistant Secretary for Housing/FHA, H (Room 9100)

Office of Policy Development & Research, R (Room 8100)

Assistant Secretary for CPD, D (Room 7100)

Government National Mtg. Assoc., T (Room 6100)

Assistant Secretary for Fair Housing & Equal Opportunity, E (Room 5100)
Chief Procurement Officer, N (Room 5184)

Assistant Secretary for Public & Indian Housing, P (Room 4100)

Chief Information Officer, Q (Room 3152)

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

Director, Enforcement Center, V, 200 Portals Bldg., D.C. 20024

Director, REAC, X, 1280 Maryland Ave., SW (Ste.800), D.C. 20024

Director, Office of MF Assistance Restructuring, Y, 4000 Portals Bldg., D.C. 20024

Deputy Chief Financia Officer for Operations, FF (Room 2202)
David Gibbons, Director, Office of Budget, FO (Room 3270)
FTW ALO, 6AF (2)

CPD ALO, DOT (Room 7220) (2)

Dept. ALO, FM (Room 2206) (2)

Acquisitions Librarian, Library, AS (Room 8141)
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Appendix C

DISTRIBUTION (Cont’d)

Director, Hsg. & Comm. Devel. Issues, US GAO, 441 G St. NW, Room 2T23
Washington, DC 20548 Attn: Stanley Czerwinski
Henry A. Waxman, Ranking Member, Committee on Govt Reform,
House of Rep., Washington, D.C. 20515
The Honorable Fred Thompson, Chairman, Committee on Govt Affairs,
U.S. Senate, Washington, D.C. 20510
The Honorable Joseph Lieberman, Ranking Member, Committee on Govt Affairs,
U.S. Senate, Washington, D.C. 20510
Cindy Fogleman, Subcomm. on Gen. Oversight & Invest., Room 212,
O'Neill House Ofc. Bldg., Washington, D.C. 20515
The Honorable Dan Burton, Chairman, Committee on Govt Reform,
House of Representatives, Washington, D.C. 20515
Deputy Staff Director, Counsel, Subcommittee on Criminal Justice, Drug Policy & Human
Resources, B373 Rayburn House Ofc. Bldg., Washington, D.C. 20515
Steve Redburn, Chief, Housing Branch, Office of Management and Budget
725 17™ Street, NW, Room 9226, New Exec. Ofc. Bldg., Washington, D.C. 20503
Inspector General, G
Mayor, City of Dalas
City Manager, City of Dallas
Director, Environmental & Health Services Dept.
Assistant Director, Environmental & Health Services Dept.
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