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SUBJECT:  Harris County
Supportive Housing Grant — TX21B971306
Houston, Texas

As part of anationwide audit of HUD’s Continuum of Care Program, we audited the 1997 Supportive
Housing Grant awarded to Harris County (County). The County implemented its grant activities
through its subgrantee, the University of Texas — Houston Recovery Campus (Campus). Our
objectives were to determine whether the County: (1) maintained adequate management contrals, (2)
implemented its grant in accordance with its application; (3) expended funds for digible activities under
federd regulations and applicable cost principles, (4) maintained evidence of measurable reaults; (5)
leveraged HUD funds adequately; (6) expended fundstimely; (7) expended fundsfor leasing in
compliance with federd regulations; (8) met the federd requirements for supportive service costs, and
(9) met the federd requirements for operating cods.

To accomplish our objectives, we reviewed applicable criteria, including Office of Management and
Budget Circular A-122, “ Cost Principles for Non-Profit Organizations’ (Circular A-122); interviewed
HUD, County and Campus officias; reviewed Campus policies and procedures guides, reviewed the
grant application, grant agreement, technica submission, and annua progress reports; andyzed financia
and participant records, and visited the trangtiona housing location.

Our audit concluded the County’ s activities were digible and consistent with its gpplication. The
County adequately leveraged HUD funds and met the federd requirements for supportive services ad
operating costs. However, the County’ s subgrantee, the Campus, could not support information
contained in its annua progress report. For example, the Campus reported a 79 percent successful
graduation rate even though itsfiles indicated a 26 percent rate. Further, the Campus did not capture
necessary housing data. We aso found that the Campus did not provide its participants with decent,



safe, and sanitary housing. Additiondly, the Campus charged HUD unreasonable rents. A HUD
contractor expressed concerns about rent reasonableness and the County responded with unredlistic
comparable units. The Campus aso charged participants aflat rentd rate of $85 per month without
regard to the participant’s monthly income. Further, the County did not drawdown its funds timely due
to reconciliation and documentation problems.

We recommend that HUD require the County to only count as successful graduates those participants
that complete the Program; require the County to ensure that the Campus capture required datawhen
participants leave the Program, and in follow-up contact with previous participants; require the County
to bring the unitsinto compliance with its habitability sandards; determine rents that are reasonable and
adjust its lease payments accordingly; require the County to monitor the Campus to ensure proper
adminigration of its Program; require the County to follow rent income guidelines for participant rent
payments, and require the County to timely reimburse the Campus for digible expenditures. HUD
should aso deobligate any grant funds not expended as of September 30, 2001.

We sent adraft of this audit memorandum to Harris County on April 13, 2001. The County provided
ord comments on April 20, 2001, and written comments on April 25, 2001. The County believed that
it did provide some monitoring of the Campus, however, “a comprehensive monitoring procedure
should have been utilized....” In itsresponse, the County cites new monitoring guiddinesand is
requesting the Campus to provide additiona information regarding rent reasonableness. We considered
its comments in preparing our find report.

Within 60 days please give us, for each recommendation made in this memorandum report a status
report on: (1) corrective action taken; (2) proposed corrective action and date to be completed; or (3)
why action is considered unnecessary. Also, please furnish us copies of any correspondence or
directive issued because of thisreview.

If you have any questions, please contact William W. Nixon, Assgtant Digtrict Inspector Generd for
Audit, at 817-978-9309.

Attachment



Background.

TitlelV of the Stewart B. McKinney Homeess Assistance Act authorized the Supportive Housing
Program. HUD designed the program to promote the development of supportive housing and services,
including innovetive gpproaches to assist homeless persons in the trangition from homelessness, and to
promote the provision of supportive housing to homeless persons to enable them to live as
independently as possible. Eligible activitiesindude:

Trandtiond houdng;

Permanent housing for homeless persons with disabilities;

Innovative housing that meets the immediate and long-term needs of homeless persons;
Supportive services for homeless persons not provided in conjunction with supportive housing;
and

Adminigration of the grants.

On September 9, 1998, HUD entered into a grant agreement with Harris County (County) to provide
transitiona housing for women.* Under the 3-year grant, HUD would provide the County $1,096,530.
The County subcontracted with the University of Texas— Houston Recovery Campus (Campus) to
administer its Program.? The Campus created the Women'’s Discover Program to implement this grant.
The primary focus of the Program wasto assst chemically dependent adult females to achieve
independent and productive living. Under the grant, the Campus would provide 10 trangtiona housing
units® to accommodate 20° women exiting residentia drug and/or acohol treatment or residencein an
emergency shelter. Further, the Campus agreed to provide up to 6 months of aftercare servicesand a
total of 2 years of case management.

3

The County’ s Community Development Department, located at 8410 Lantern Point in Houston, Texas,
was respong ble for the grant’ s administration and oversight of Campus activities. The Campus housing
units, located at 5600 Lavender in the Fifth Ward section of Houston, Texas, fell under the umbrella
system of the Campus located at 4514 Lyons in Houston, Texas.

In November 1999, HUD contracted with ABT Associates Inc. (ABT) to provide on-Ste assessment
of the operations and technica assistance needs of its homeless assistance projects. As part of this
review, ABT visited the Campus on April 18 and 19, 2000. Initsreview, ABT touted the Campus
success in accomplishing six of its seven performance gods. For example, ABT reported that 79
percent of the participants successfully completed the Program and secured permanent housing in less
than 6 months. It also reported that 95 percent of Program graduates remained in permanent housing
for at least 1 year after graduation. However, ABT based its conclusions on data from the Campus

' Grant number TX21B971306.

2 Originally funded by the U.S. Department of Health and Human Servicesin 1992, the Campus, since 1995, operated
under the University of Texas Health Science Center at Houston (UT).

The Campus modeled the program after its Men’s Discover Program funded by another HUD grant.

Each unit contained two bedrooms.

60 women per year.



annua progress report and gtaff interviews. ABT did not substantiate the veracity of the annua
progress report or interviews by dternative means. ABT identified weaknessesin participant rent
charges, fair market rents, and lack of documentation for discharge plans and follow-up. Yet, ABT
only recommended technica assistance in the area of determining appropriate rents and rent
contributions. Therefore, ABT’ s assessment that the Program exceeded its performance gods differs
from our audit findings.

Audit Objectives, Scope, and M ethodology.

Our audit objectives were to determine whether the County: (1) maintained adequate management
controls; (2) implemented its grant in accordance with its gpplication; (3) expended funds for digible
activities under federa regulations and gpplicable cost principles; (4) maintained evidence of measurable
results; (5) leveraged HUD funds adequately; (6) expended funds timely; (7) expended funds for leasing
in compliance with federa regulations; (8) met the federd requirements for supportive service costs; and
(9) met the federd requirements for operating codts.

To accomplish our objectives, we:

Reviewed gpplicable criteriaincluding OMB Circulars, HUD regulations, grant agreement and
goplication;

Interviewed HUD, County, and Campus officids,

Reviewed the Campus policies and procedures guides;

Compared Annua Progress Reports to supporting documentation;

Anayzed financid and al 47 participant records, and

Vidted the unitsto determine if they met habitability sandards.

The audit generdly covered the period October 1998 through May 2000. We performed our
fiddwork between May 19, 2000, and August 31, 2000, with additional audit work in March 2001.
Throughout the audit we obtained computer-generated data from HUD, the County, and the Campus.
However, we did not perform any tests on the vdidity or rdiability of such data except as noted in the
finding. We conducted our audit in accordance with generaly accepted government auditing standards.

The Campus could not support the information in its annual progress report.

Through its annual progress report, the Campus provided HUD with unsupported and incorrect
information on its program results. HUD awarded the supportive housing grant in part based on the
Campus gated ability to provide measurable results. HUD required annua progress reports detailing
the Campus' progress in achieving its performance measures. As subrecipient, the Campus prepared
the grant application and the annua progress reports. The Campus listed the following asits
performance measures® for the residential stability objective:

® Contained inits grant application.



50 percent of program participants will successfully graduate from transitional housing.”
50 percent of program graduates will remain in permanent housing for at least 1 year after leaving
trangtiona housing and drug trestmen.

Initsfirst annual progressreport,? the Campusreported the following progress:

79 percent of program participants successfully graduated from trangtiond housing.
95 percent of program graduates remained in permanent housing for a least 1 year after leaving
trangtiona housing and drug treatment.

The Campus inflated and could not support its reported progress for resdential stability. Review of
participant files confirmed only 26 percent of program participants completed the Program and
successfully graduated from trandtional housing. Further, the Campus did not adequately track program
graduates, therefore, the Campus could not reliably report on the percentage of graduates that remained
in permanent housing after leaving the Program.

Only 26 per cent of participants successfully graduated.

Contrary to the 79 percent graduation rate, the Campus' files indicated only 26 percent or 12 of the 47
participants successfully graduated the Program. A Campus officia explained the Campus considered a
participant successful aslong as she did not test posditive for drugs. However, according to the casefile,
a participant stated she had relapsed and a caseworker believed another had relgpsed, but the Campus
dill categorized them as successfully graduating the Program.

According to the files, the Campus discharged 74 percent (35 of 47) of participantsin itsfirst year of
operation for reasons such as relapses, failure to comply with program rules, absent without leave,
family reasons, and sdlf-discharge. These 35 participants did not complete the Program, nor did they
achieve the goa's and objectives set for them. Y et, the Campus considered 25 of these participants to
be successful graduates. Clearly, the Campusis using flawed criteriain categorizing successful
participants. The County must establish clear criteriafor classfication as a successful graduate.
Campus officids must consstently use the established criteriafor reports to the County and HUD. The
County should properly monitor the Campus to ensure it only counts as successful graduates those
participants that complete the Program.

The Campus did not capture necessary housing data.
Campus officids did not cagpture housing-related data for its participants. The Campus second goa

under the resdentia stability objective was for 50 percent of the graduates to remain in permanent
housing for at least 1 year after leaving the Program. The Campus used “ Discharge Follow-Up Forms’

" The grant application did not specifically define the term “ graduate from transitional housing.” From reading the
application, it appeared that “ graduate from transitional housing” meant leaving trasitional housing for permanent
housing.

8 Covered the period October 1, 1998, through September 30, 1999.



to document the participant’ s discharge location and 30-day, 60-day, 90-day, 6-morth, and 1-year

progress. However, the information captured on the forms mostly pertained to drug rehabilitation

iSsues.

Asthefollowing table illustrates, the Campus' records did not support the Campus claim that 95
percent of its participants went on to permanent housing:

Annual Progress Report

Review of Discharge Forms® in Participant Files Found®®

Discharge L ocation

Follow-up Notes

95 percent of participants
remaned in permanent
housing for 1 year after
leaving its Program.

32 no discharge location
5 own place™
5relatives
2 another program
1jall

45 Totd

31 had no housing informetion
7 went to other programs
3 moved in with relatives
2wenttojal
1 moved for work
1 was seen a ahouse

45 Total

Campus officids did not consstently capture discharge informetion, nor did they inquire about housing
issues in follow-up contact with previous participants.

In addition, the participants were not out of the program for afull year when the Campus submitted its
annud progress report. The Campus attempted to submit reports that reflected expected outcomes.
To its credit, HUD reected the reports.

Without consistency, the Campus had no basdine or follow-up information to reliably track and report
what percentages of the participants were in permanent housing after leaving its Program. The Campus
must ensure that its employees capture required data when participants leave the program and in follow-
up contact with previous participants.

The Campus primary focus was drug rehabilitation, with limited focus on homedessnessissues. The
reviewed participant files mostly made reference to the participants becoming clean and sober. In
effect, the Campus ignored the independent living aspect of its Program. While addressing the socid
service portion of the Program had relevance, it was not the sole objective of the Program. The
Campus should have made heping its participants trangtion from homelessness a higher priority.

® Two participants did not have discharge formsin their files.

10 staff did not use systems the Campus had in place to capture relevant tracking data (i.e., discharge location or
follow up).

" Only three forms had physical addresses.



The Campus did not provide its participants with decent, safe, and sanitary housing.

Three dwelling units inspected failed to meet safe, decent, and sanitary standards.™® The Campus
subjected its participants to housing with broken smoke detectors, heaters, and toilets; eectrica
hazards, holes and cracks in walls; broken door and window locks; and other problems. HUD
required the Campus to meet certain habitability standards for resident safety. The following table and
pictures show why Campus units failed to meet the minimum standards set by HUD:

Habitability Standar ds™®

Basic Requirements

Findings

Houses supported by concrete
blocks, cracked, pedling,

Structure and materids Structuraly sound units. deteriorated paint: severely
chipped tile.

Accessblewith dternate means of | Difficult accessto ramps, no
Access . : )

egress. ralling on outsde Sairs.

. Adequate space and security for | noperable windows, window
pace and Security themsdlves and belongings. locks; doors.

Accessto sufficient sanitary Broken toilets; inadequate hot

Sanitary facilities facilitiesin proper operating water; missng waterspout and

condition. handle; smdlly water.
Adequate heating and/or cooling Broken or missing heeters,
Thermd environment facilitiesin proper operating residents used space hedaters.

condition.

lllumination and eectricity

Sufficient eectrica sources while
asuring safety from fire.

Electrical hazards above snks;
outlets painted shut.

Fire sofety

At least one smoke detector in
proper working condition.

Inoperable or missng smoke
detectors.

2 The Campus had ten dwelling units.
3 Not all standards are presented here. One failed item means the unit failed the minimum housing quality standards.
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Figurel: Unit 5704— Chipped kitchen counter presented a safety hazard



Figure2: Unit 5712- Missing handle and spout not sanitary

Figure 3: Outside Units- Cracked, pedling, deteriorated paint not decent or safe
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Figure4: Unit 5712- Missing smoke detector caused safety hazard

[ ®

Figure5: Office- Rocksand boards hindered accessto handicapped ramps

The outside grounds also had severe problems including large holes in the concrete sdewaks and
driveway. There were two vidtsto the Campus site. On the second visit, it appeared repairsto the
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grounds were being made. However, amound of sand blocked access to one of the entrances in the
U-shaped drive cregting a potentid hazard. Further, pavements and wakways were uneven and made
usable with haphazardly placed wooden boards.

The overdl condition of the units and grounds was substandard. The Campus subjected residents to
unacceptable and hazardous living conditions. HUD should require the County and the Campus to
bring the units into compliance with its minimum habitability sandards

The Campus charged HUD unreasonablerents.

The Campus charged HUD unreasonable rents for its units. HUD stipulated in its grant agreement with
the County that rents paid must be reasonable in relation to rents being charged for comparable units.
HUD required the County to take into account the location, Size, type, quality, amenities, facilities, and
management services. Rents for comparable unitsin relative proximity to the Campus units were
ggnificantly lower than the rents paid by HUD for the Campus units.

™ "‘“"‘“’W"

Figure6: The Campus' lease agreement wasfor $82,224 per year.

ABT expressed concern about fair market rents and rent compar ables.

In April 2000, ABT visited the Campus and reported to the County its concern that the Campus had no
documentation available regarding fair market rents and rent comparisons in the neighborhood. On
May 19, 2000, the County requested a rent reasonableness report from its Community Programs

Department.
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The County responded with unrealistic comparables.

In its response, the County did not use equivaent comparables. On June 29, 2000, the County
completed its comparables. Houses used by the County were not comparable when taking into account
location, type, and qudity. For example, County officids used two single-family houses as
comparables. One house was brick while the other had afenced-in yard. Both houses had decks. The
Campus had wood-framed dilgpidated houses on cinder blocks, al stuated in a U-shaped design.
Additiondly, the houses the County used as comparables were 2.5 and 1.8 miles away from the
Campus units and rented for $500 and $480.

Figure7: The County used thisunit asa comparable for the Campusunitsto addressrent reasonableness. When
taking into account location, type and quality, thishouse was not compar able.

The County did not need to go far to determine the reasonableness of rents for the Campus units.
Apartment complexes directly across the street and one street over had similar U-shaped designs.
Actudly, both brick complexes appeared to be in much better shape than the Campus complex, with
one complex offering amenities such as centra air and heat. 1n July 2000, two-bedroom, one-bath units
listed for $475 and $350 per month, respectively.
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Figure8: Theseunitslocated directly acrossthe street from the Campus unitswer e $475 per month.
Thebrick unitsoffered amenities such ascentral air and heat.

The comparables completed by the County as well as the units closer in proximity dl charged lower
rents than the rent the Campus charged HUD for itsunits. A Campus officia presented as rent
reasonabl eness documentation, arent scae from the Harris County Homeless Caodlition’s Consolidated
Plan. However, the Campus did not take into consideration the condition of the units it rented nor rents
charged in the area for comparable space. Due to the County’ s inability to provide adequate
comparables to support the reasonableness of rent, HUD should determine the reasonableness of the
rents. Further, the County should reimburse the grant for any excess rent.

The Campus did not enforce its admissions criteria.

The Campus did not enforce its admissions criteria. For example, the Campus stated in its gpplication
that asa part of its admisson criteria it would require resdents to pay 10 percent of their monthly
income toward rent. The Campus instead charged al participants aflat rentd rate of $85 per month
irrespective of the participant’'s monthly income. Further, the Campus dso stated that as a condition of
admission, participants would establish savings accounts. However, documentation in the Campus files
only verified savings for 2 of the 47 participants.

Also, the County did not provide sufficient monitoring of the Campus adminigration of its Program.
The County and the Campus should follow rent income guiddines for participant rent payments.
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The County did not draw down its funds timely.

The County did not draw down its fundstimely. Asof March 29, 2001, the County had completed 83
percent of its Program, yet it had only drawn down 37 percent ($406,796 of $1,096,530) of its grant
funds from HUD. It had not drawn down any funds since February 10, 2000. Of the $545,382 paid
to the Campus, the County used $138,586 from its general fund.

Asof April 2, 2001, the County had not reimbursed the Campus for January 2000 and July 2000
through January 2001 even though the Campus submitted timely reimbursement requests. Further, the
County had not requested payment from HUD for an entire year, January 2000 through January 2001.

The County had reconciliation and documentation problems.

There appeared to be two reasons for the lack of timely drawdowns. the County’s reconciliation
troubles with HUD and discrepancies over what documentation the County required from the Campus.
Harris County had financia management problems concerning its CDBG programs. HUD sent aletter
to aHarris County Judge recommending an independent accountant reconcile Harris County’s 1994 to
2000 grants.** Asaresult of HUD’ s recommendation, Harris County’ s priority had been CDBG
programs.

Further, in the County’s 1999 Single Audit Report, auditors reported that the County failed to fully
support al expenditures. On December 2, 1999, HUD required the County to ensure full support of al
expenditures. Effective January 1, 2000, the County required that al subrecipients attach supporting
documents to each expense reimbursement request. The County and the Campus disagreed about what
documentation the County needed before it would release funds.

The County’ s failure to draw down grant funds exacerbates the County’ s reconciliation problems with
HUD. HUD should require that the County timely reimburse the Campus for igible expenditures.
HUD should aso deobligate any grant funds not expended as of September 30, 2001.

The County did not properly monitor the Campus.

The County did not properly monitor the Campus Women's Discover Program and the Campus
progressin achieving the gods it st for itsdlf. In agreements with HUD and the Campus, the County
acknowledged that it was responsible for ensuring that the Campus properly administered its Program.
Asaresult of inadequate monitoring, the County did not detect that the Campus reported mideading
and unsupported information to HUD or that the units did not meet housing quality standards.

County officids admitted that in the past, due to staffing shortfdls, it did not monitor the Campus asiit
should have. County officias, acknowledging a disconnect between those that write the grant proposa
and those that administer the programs, recognized that the individuas on the front lines actualy

" There were several news reports regarding the matter.



15

adminigtering the programs must be aware of grant requirements. The County hired a new program
monitor for the Campus. By March 2001, it appeared the new program monitor was providing
improved technica asdstance and monitoring of the Campus. According to the County’ s response, it
has indluded additiond paliciesin its monitoring guidelines and in service training materia. The County
should continue its efforts to provide technica assstance and monitoring to the Campus.
Recommendations:

We recommend that HUD:

1A.  Requirethe County to only count as successful graduates those participants that complete the
Program.

1B.  Reguirethe County to ensure that employees capture required data when participants leave the
Program and in follow-up contact with previous participants.

1C.  Requirethe County and the Campus to bring the units into compliance with its habitability
standards.

1D.  Determine rentsthat are reasonable and require the County to reimburse the grant for any
excess rent paid.

1E. Require the County to monitor the Campus to ensure proper administration of its Program.
1F.  Require the County to follow rent income guiddines for participant rent payments.

1G.  Requiretha the County timely remburse the Campus for digible expenditures. HUD should
aso deobligate any grant funds not expended as of September 30, 2001.
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