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SUBJECT: (G tizen Concern
O CGonnor Square Townhouses
Pi ttsburgh, Pennsyl vani a

Based upon a citizen's concern registered with our office, w e
conpl eted a review of the O Connor Square Townhouses, a four unit
structure located in Pittsburgh's neighborhood of Hazel wood. The

pur pose of our reviewwas to determne if the planning, proc essi ng,
and construction of the project was conducted in accordance wit h
HUD regul ati ons and requirenents.

W interviewed HUID s Community Planning and Devel opnent staff :
Pittsburgh's Wban Redevelopnent Authority (URA) staff, th e
archit ect, the owners, reviewed cost and construction files, an d
visited the construction site.

The URA funded the O Connor Square project from the follow n g
sour ces:

- $295,000 grant and $126,010 loan from the Pittsburg h
Housi ng Construction Fund (PHCF).

- $120,000 grant fromthe Commun ity Devel opnent | nvest ment
Fund.

- $200, 000 private bank | oan.

The URA provided the funds to a | ocal Community Housi ng Deve | oprrent
Organization, den Hazel dtizen's Association (GICA. Gic A
mai ntai ned ownership of O Connor Square and assuned devel opnen t
responsibilities for the project. As devel oper, the selection of

the architect and general contractor was GHCA s responsi bil i ty. As
a Community Housi ng Devel opnen t O gani zati on, GHCA was not subj ect

to procurenent or bonding criteria.
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Qur review of GHCA' s procurenent activities disclosed:

- The contract for the construct 1ion of O Connor Square was
awar ded w t hout conpetition.

- The contractor was not bonded.

- An identity of interest existed between a nmenber of
CGHCA s Board and a sub-contractor.

During construction of O Connor Square the foll ow ng obstacl es were
experi enced: progress was slow, najor construction flaws wer e
cited requiring corrective actions; and sub-contractors were no t
bei ng paid tinely. As a result, construction activity wa S
suspended by the URA inspectors and an independent architect an d
engi neer were contracted to assess damages and fornulate a r enedi al

construction plan. To expedite conpletion of the project the URA
required GICA to allow the Pittsburgh Housing Devel opnen t
Corporation (PHDC), a URA subsidiary, to nmanage the conpl eti on of

the project. Uoon PHDC s recommendation GHCA termnated th e
original contractor. PHDC sel ected another contractor to conplete

t he j ob.

Oiginally, construction of O Connor Square was budgeted a t
$552,000. The current budgete d anount for conpletion is $762, 100.
Gonstruction costs as of May 5, 1997 were $699,559. The pro ject is
not conpl et ed.

The PHCF loan is currently in default due to |iens against GHCA :
Until the townhouses are sold there i s no assurance of repay ment of
the PHCF or commercial | oans.

No deficiencies were noted in the review of construction cost S
charged to the project.

Recommendat i on

Based on the circunstances surrounding this case and to preven t
future occurrences we reconmend you take appropriate nmeasures t o]
assure CDBG funded Community H ousing Devel opnent O gani zations are
subj ect to Federal procurenent regul ati ons and requirenents.
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If you have any questions plea se contact Irving I. Quss, Assistant
District Inspector General for Audit at (215) 656-3401.

Attachnent - D stribution



At t achment

D STRI BUTI ON

Secretary's Representative, Md-Atlantic, 3AS

Internal Control & Audit Resolution Staff, 3AFI

Drector, Community Pl anning and Devel opnment D vision, Pittsburgh
Area Ofice, 3ED

Pittsburgh Area Coordi nator, 3ES

Assistant to the Deputy Secretary for F eld Managenent, SDF
(Room 7106)

Communi ty Pl anning and Devel opnent, ALQ DG (Room 7214)

Chief Financial Oficer for Finance, FF (Room 10164)

D rector, Housing and Community Devel opnent |ssue Area, U S
GAQ 441 G Street, NW Room 2474, Washi ngton, DC 20548

The Honorabl e John @ enn, Ranki ng Menber, Commttee on (over nrent al
Affairs, United States Senate, Washi ngton, DC 20515-4305

M. Pete Sessions, Governnent Reformand Oversight Commttee,
Congress of the United States, House of Representatives,
Washi ngton, DC 20510-6250

Councilman, Gty of Pittsburgh, 510 Gty-County Buil ding,
Pittsburgh, PA 15219

Subcommttee on General Oversight and Investigations, Room 212
O Neill House Ofice Bl dg, Washington, DC 20515



