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TO: John Perry, Director, Office of Community Planning and
Development, 4AD

FROM: Nancy H. Cooper
District Inspector General for Audit- Southeast/Caribbean, 4AGA

SUBJECT: Metro Atlanta Task Force for the Homeless, Inc.
Innovative and Supportive Housing Homeless Programs
Atlanta, Georgia

We completed an audit of the Innovative Homeless Program (IHP) and Supportive Housing
Program (SHP) administered by the Metro Atlanta Task Force for the Homeless, Inc. (MATFH).
We conducted the audit at the request of HUD’s Georgia State Office. Our objectives were to
determine whether the Task Force administered its grant programs in an efficient, effective, and
economica manner, and in compliance with the Department of Housing and Urban Devel opment
(HUD) regulations.

The Task Force did not efficiently and effectively manage its programs to ensure compliance with
regulations. As aresult, MATFH spent $1,243,854 of IHP grant funds without proper support.
Also, MATFH charged $6,607 of ineligible administrative costs to the IHP grant. In addition,
the Task Force did not adequately maintain its accounting records or monitor the subrecipients
under its SHP grant.

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

Should you have any questions, please contact Sonya D. Lucas, Assistant District Inspector
General for Audit, at (404) 331-3369. We are providing a copy of this final report to the Metro
Atlanta Task Force for the Homeless, Inc.
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Executive Summary

We completed an audit of MATFH’s administration of its Innovative and Supportive Housing
Homeless Programs. The objectives of the audit were to determine if the grantee administered its
IHP and SHP grants in an efficient, effective, and economical manner, and in compliance with
terms and conditions of the regulations.

We determined that the Task Force did not efficiently and effectively manage its programs to
ensure compliance with regulations.

Specifically, the audit disclosed:

The Task Force did not effectively administer its 1994 and 1995 IHP for which it
received over $1.9 million in HUD funding. MATFH did not: (1) adequately
document payments to subrecipients; (2) ensure that the 1995 IHP subrecipients
properly determined client eigibility; (3) maintain sufficient records to demonstrate
that clients were served as proposed in its grant application; (4) require the
subrecipients to submit audits; and (5) close-out its 1995 IHP program as required.
Consequently, we identified $1,243,854 of unsupported costs and $6,607 of ingligible
costs charged to the 1994 and 1995 IHP grants. As a result, the Task Force could
not measure its grant performance, and we were not assured that the resources were
assisting the homeless persons intended to be served by the program.

The Task Force did not maintain proper accounting records for its $12.4 million
received in SHP funds. MATFH's costs were not properly documented or
supported, and reimbursements to subrecipients were untimely. Consequently,
MATFH reimbursed subrecipients $66,427 in unsupported costs, paid $760 of
ineligible program costs, and charged $8,824 of ineligible administrative costs from
the SHP grant. As a result, we could not obtain reasonable assurance of the
accountability of the SHP program funds.

The Task Force did not adequately monitor the subrecipients under its SHP.
Specifically, MATFH did not: (1) perform monitoring visits in accordance with the
terms of its contract; (2) monitor the submission of Annua Performance Reports; and
(3) require the subrecipients to document client digibility, or obtain financia audits.
As aresult, the Task Force could not demonstrate the impact SHP funding had on
the homeless population or whether the subrecipients served the number of
individuals proposed in its grant applications.

We recommend HUD require the Task Force to repay HUD
for dl ineligible costs and resolve unsupported costs,
provide documentation to support the eligibility of clients
served; establish accounting records to support the receipts
and use of SHP funds and administrative costs; implement
procedures for reviewing and approving SHP requisitions
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for payments, implement cash management procedures to
ensure timely reimbursements to SHP subrecipients; and
implement monitoring reviews of SHP subrecipients for
program services and financial management.

We presented our findings to the Task Force and HUD’s
Georgia State Office officias during the audit. We held an
exit conference on July 29, 1998. The Task Force provided
written comments to our findings. HUD’s Georgia State
Office of Community Planning and Development aso
provided written comments and suggested
recommendations to our findings. We considered the
comments and suggested recommendations in preparing our
final report. We included excerpts from the Task Force's
comments in each finding and the complete comments as
Appendix B.
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| ntroduction

Metro Atlanta Task Force for the Homeless, Inc. is a non-
profit organization incorporated in 1986. The Task Force's
purpose is to coordinate the creation of programs and the
provison of services to address the problem of
homelessness. The Task Force is the central coordinating
agency for services to homeless shelters in the metropolitan
Atlanta area. The Task Force offers a wide range of
services, such as providing government grant funds to
subrecipient agencies to strengthen and increase the services
provided to homeless persons. The Task Force is the 24-
hour emergency placement facility for homeless persons in
the metropolitan Atlanta area, which assists between 2,000
and 3,000 homeless people every month in finding new
housing options. It aso serves as the central clearinghouse
for continuing services, the organizer of the local coalition
of service providers, and the point agency for advocacy and
information on the causes and conditions of homelessness.

HUD awarded the Task Force two Innovative Homeless
Program grants for 1994 and 1995 in the amount of
$997,500 each. The 1994 grant was used to fill gaps within
the context of developing a system to combat homel essness.
The focus of the 1995 grant was aggressive outreach and
assistance to help homeless persons most affected by the
harsh winter weather.

Additionally in July 1995, MATFH was awarded a
$12,451,233 HUD Supportive Housing Program grant to
provide supportive services and housing for homeless
people. The purpose of the SHP grant was to help
individuals and families move from homelessness to
permanent housing and self-sufficiency. Metro Atlanta Task
Force for the Homeless executed the $12.4 million grant
agreements with HUD on behalf of 16 subrecipients,
including itself, that were approved for funding under the
SHP grant award.
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The Metro Atlanta Task Force is governed by a 21 member
Board of Directors chaired by Robert S. Cramer, J. The
Executive Director of the Task Force is Anita Beaty. The
books and records are located at 363 Georgia Avenue, SE,
Atlanta, Georgia.

The audit objectives were to determine if Metro Atlanta
Task Force for the Homeless administered its Innovative
Homeless and Supportive Housing Programs in an efficient,
effective and economical manner, and followed applicable
laws, regulations, and policies.

To accomplish the objectives, we tested program activities
for compliance with program requirements, interviewed
appropriate HUD staff and Task Force officials, and
reviewed HUD and Task Force records related to the IHP
and SHP grants. We aso reviewed various disbursements
for eigibility, support, and proper alocation.

Our review methodology included a judgmenta selection of
4 of the 19 IHP client files of subrecipients that received
funds under the 1995 IHP grant. Additionally, we examined
client files for 6 of the 16 SHP subrecipients. We
judgmentally selected and tested financial transactions for 6
of the 17 1994 IHP draw requests and 10 of the 48 1995
IHP draw requests. We aso tested 3 months of SHP
administrative draw requests and 5 months of SHP program
draw requests.

Further, we conducted site visits at four IHP and five SHP
subrecipients to determine whether the subrecipients
provided services pursuant to the contracts executed with
MATFH.

Our audit covered the period April 1, 1994, through
December 31, 1997. However, we extended the audit
period as necessary. We performed the audit field work
between March and May 1998. We conducted the audit in
accordance with generally accepted government auditing
standards for performance audits.
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Finding 1

|nnovative Homeless Program Was Not
Effectively Administered

Metro Atlanta Task Force did not effectively administer its 1994 and 1995 Innovative Homeless
Program for which it received over $1.9 million in HUD funding. MATFH did not: (1)
adequately document payments to subrecipients; (2) ensure that the 1995 IHP subrecipients
properly determined client digibility; (3) maintain sufficient records to demonstrate that clients
were served as proposed in its grant application; (4) require the subrecipients to submit audits,
and (5) close out its 1995 IHP program as required. This occurred because the Task Force did
not believe HUD’ s documentation requirements applied to the grant program, and did not enforce
the terms of the subrecipient contracts. Consequently, we identified $1,243,854 of unsupported
costs and $6,607 of ineligible costs charged to the 1994 and 1995 IHP grants. The Task Force
could not measure its grant performance, and we were not assured that the resources were
assisting the homeless persons intended to be served by the program.

Title 24 of the Code of Federal Regulations (CFR), Part 84,
Subpart C, paragraph 84.21 (b)(3), requires the recipient’s
financia management system to provide for effective
control over and accountability for all funds, property and
other assets.

The Task Force did not maintain adequate documentation
to support the 1994 and 1995 IHP funds drawn down.
Specifically, MATFH drew down $997,500 in 1994 IHP
grant funds. However, MATFH generally did not relate the
draws to specific supporting documentation. Similarly,
MATFH drew down $991,931 in 1995 IHP funds and did
relate five of the ten request vouchers reviewed to specific
supporting documentation. Consequently, we questioned
$991,978 of 1994 IHP funds and $258,483 of 1995 IHP
funds.

The 1994 |HP Payments Were Not Properly Supported

The Task Force drew down $997,500 from its 1994 IHP
grant, but did not relate the funds to specific supporting
documentation. We judgmentally selected six draw requests
totaling $391,445, or 39 percent, to verify the supporting
documentation. However, MATFH only provided limited
documentation for one draw request of $150,000. We
found that $5,522 of the request was supported, and
$144,478 was unsupported. MATFH did
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not provide documentation to support the other five draw
requests. MATFH officias stated that they drew down the
funds in advance and did not relate them to specific
supporting documentation. As a result, $991,978 of the
1994 IHP grant remained unsupported.

Since MATFH' s files were not adequate to support the IHP
costs, we inventoried the files for al of the 1994 IHP
subrecipients. We wanted assurance that all documentation
was provided for our review. We determined that four
supporting documentation files and 12 contract files were
missing for its subrecipients.

The 1995 IHP Payments Were Not Properly Supported

The Task Force drew down $991,931 of its 1995 IHP
grant. The draw request generally included costs for several
different IHP subrecipients. We judgmentally selected ten
request vouchers to verify the supporting documentation.
Based on our review, the Task Force could not support
$84,558. In addition, we reviewed the supporting
documentation for payments made to four subrecipients.
The subrecipients did not maintain adequate documentation
to establish client digibility and/or did not service the
number of clients proposed. Therefore, $167,318 of the
subrecipients grant payments were unsupported.

We aso reviewed $28,762 or 61 percent of the 1995
administrative charges totaling $47,500. We selected the
timesheets from October 1995 through May 1996 for four
of the five MATFH employees whose salaries were charged
to the program.  Our review found that MATFH
overcharged $6,607 in administrative costs to the program.

Because of personnel turnover, we could not make an
accurate assessment of the reason for the improper
payments. As a result, $251,876 of unsupported costs and
$6,607 of indligible costs were charged to the 1995 IHP
grant.
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The Task Force did not maintain documentation to evidence
the number of persons served under the program.
Therefore, we judgmentally selected and conducted site
vidgts at 4 of the 19 subrecipients. We reviewed the
subrecipients to determine if clients were part of the specific
population targeted in the approved application.

Georgia State Office of Community Planning and
Development issued Circular Number IV-CPD-96-03, dated
October 19, 1995, that requires adegquate documentation on
the eligibility of persons to be served by HUD homeless
assistance programs. The homeless funding recipients are
required to intake information from the clients and verify the
clients homeless status. Examples include obtaining
written verifications from clients that came from emergency
shelters, socia services agencies, and transitional housing
facilities. In cases where persons are at imminent risk of
homel essness, because they face immediate eviction, and do
not have sufficient resources to find replacement housing,
there should be evidence of eviction proceedings and
information regarding income of clients. If the recipient is
unable to verify the client's homeless status, then a short
written statement about the client’s living place should have
been prepared, with the client’s signature and date on it.

The subrecipient’s contract with the Task Force states that
the subrecipient shall submit by the 1% day of each month a
progress report to the grantee.

Eligibility of Homeess Clients Was Not Verified

Our review included files of clients that entered the program
after the October 19, 1995, Circular issue date. The
subrecipients did not adequately verify the digibility of
clients served.  Specificaly, one subrecipient admitted
clients into the program without documenting pertinent
client information such as living conditions, income
information and personal contacts on the intake forms and
verifying the information. Instead, the subrecipient
documented basic client information such as name, date of
birth, and socia security number on index cards.
Information regarding the type of services provided to the
clients was not obtained or documented. The other three
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subrecipients obtained client information on intake forms,
but did not verify pertinent information on the form to
establish client eigibility. The subrecipients did not verify
the client’sincome and prior living Situation.

MATFH officials also stated that they verified the digibility
of clients they referred to the subrecipients. However, we
found that MATFH did nothing more than intake limited
data on the hotline and refer the clients to subrecipients.
We did not find any documentation at the Task Force to
support the eigibility of clients.

Number of Homeless Clients Served Was Not Documented

During the site visits, we found that the subrecipients did
not always serve the number of clients proposed in the grant
applications. Two of the subrecipients we visited did serve
the proposed number of clients. However, one of the
remaining two subrecipients did not serve its proposed
number of clients and the other subrecipient did not
maintain adequate records to evidence the number of clients
it served.

MATFH’s records should have included this type of
documentation but did not. Although stipulated in the
contracts with the IHP subrecipients, MATFH did not
require the subrecipients to submit monthly progress
reports. The reports would have documented the number of
clients served. Our review of MATFH’ s report files showed
that only 4 of the 19 IHP subrecipients submitted from one
to three monthly reports.

In September 1995, the HUD Georgia State Office of
Community Planning and Development Branch conducted a
monitoring review of the Task Force's 1995 IHP homeless
grant subrecipients. The HUD office concluded that the
Task Force failed to document and record the number of
homeless clients served, and did not document the eigibility
of clients served. The HUD office also stated that this
gtuation existed from the start of the program (and
presently continues). We noted that as of our review, the
Task Force did not record the number of homeless clients
served or document the digibility of clients served. In other
words, they ignored HUD.
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Finding 1

Auditee comments

The Task Force did not obtain al the audits for its IHP
subrecipients as required. Office of Management and
Budget (OMB) Circular A-133, Section 7, requires
recipients to ensure that subrecipients obtain audits annually
or not less frequently than every 2 years. Section 5(a)
requires a recipient that receives a federal award and
provides $25,000 or more of it during its fisca year to a
subrecipient to ensure that the non-profit institution
subrecipients that receive $25,000 or more have met the
audit requirements. Audits were due from seven of the
Task Force's 1994 subrecipients and one of its 1995
subrecipients.

The Task Force's 1995 IHP grant completion date was
September 30, 1997. The close-out report should have
been submitted to HUD by December 29, 1997. As of June
18, 1998, the HUD Program Office had not received a fina
annual close-out report from MATFH.

Title 24 CFR, Part 84, Subpart D, requires recipients to
submit al financial, performance, and other reports as
required by the terms and conditions of the award within 90
days after the date of completion of the award.

The HUD Office requested the report in a letter dated
January 14, 1998. MATFH officiads stated that they
submitted the report to the HUD Georgia State Office.
However, they could not locate a copy of the report for our
review.

Excerpts from the Task Force's comments on our draft
findings follow. Appendix B contains the complete text of
the comments.

The Task Force generally disagreed with the finding.
MATFH officials said that the Office of Inspector Genera
auditors misstated the Task Force procedures for the 1994
and 1995 [HP grants. The Task Force manual procedures
pertains to its SHP grant only. The Task Force stated they
drew the IHP funds from HUD in advance and documented
total payments for each subrecipient, but did not match
documentation to draw requests.
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The Task Force never told subrecipients not to document
client eligibility but that the Georgia State Office accepted
the Task Force's hotline database as documentation to
support the eligibility of clients. Also, the Task Force
submitted documentation for administrative charges to the
Georgia State Office who accepted the documentation.

The Task Force furnished the auditors with the audits for
the Atlanta Union Mission and the Task Force for the
Homeless and was unaware of any other requests made by
the auditors. In addition, all IHP files were provided by the
Task Force.

The Task Force stated that the 1995 IHP close-out report
was not due because over $5,000 of funds remains to be
drawn down.

Although the Task Force's procedures manua contained
criteria relating to the IHP grant, according to the MATFH
the manual was for the SHP grant. Based on the Task
Force' s comments, we made revisions to the finding criteria

The Task Force did not demonstrate that it maintained
effective control over the expenditures of federal funds
because it did not maintain sufficient documentation as
required by HUD.

The HUD Georgia State Office staff stated that the
requirements for documentation of client eligibility prior to
the October 19, 1995, Circular were loose. However, the
HUD Office pointed out that it advised the Task Force of
documentation deficiencies in its 1995 and 1996 monitoring
letters. The Georgia State Office also pointed out that it
issued a HUD Circular in October 1995 that clarified the
types of documentation required to establish client
eligibility. The Office provided that this Circular was
applicable to all homeless programs. During our site visits,
we reviewed files of clients that entered the program after
the October 19, 1995, Circular issue date and found that the
Circular was not adhered to.
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The Georgia State Office did not review or accept
documentation from the Task Force that supported the
administrative charges. As noted in Finding 1, the Task
Force did not maintain sufficient documentation to support
1995 IHP administrative charges.

We reguested all audit reports from the Task Force’'s HUD
Program Director. We also discussed the missing files with
the Task Force's Director of Operations. The Director
stated that the files had been misplaced because so many
people had access to them but that they could be located in
time.

The Georgia State Office established the 1995 IHP grant
completion date as September 30, 1997. Therefore, the
close-out report was due December 29, 1997, as stated in
the finding. Although the Task Force contends that it still
has a balance of over $5,000 to draw down from the 1995
IHP grant, the Georgia State Office has flagged the funds to
be deobligated. Thus, the remaining 1995 IHP funds are
not available to the Task Force.

Recommendations

We recommend that you require the Task Force to:

1A. Provide detailed support for $1,243,854 of
unsupported program costs charged to the 1994 and
1995 grants, or repay any unsupported amount to
the Line of Credit Control System from non-federal
SOurces.

1B. Reimburse the U. S. Treasury $6,607 of indligible
administrative costs charged to the 1995 IHP grant
from non-federal sources.

1C. Provide written documentation to support the
eligibility of clients served during the period the
1994 and 1995 IHP funds were received.

1D. Provide documentation to show the number of
homeless clients served and the effectiveness of the
use of IHP funds drawn from the U.S. Treasury’s
Line of Credit Control System.
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1E. Provide evidence that the subrecipients obtained the
required independent audits.

1F. Provide HUD the final annual close-out report for
the 1995 IHP grant.
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Finding 2

Accounting Records Needed | mprovement

Metro Atlanta Task Force for the Homeless accounting records needed improvement. The Task
Force did not maintain proper accounting records for its $12.4 million received in Supportive
Housing Program funds. In addition, MATFH’s costs were not properly documented or
supported, and reimbursements to subrecipients were untimely. This prevented MATFH's ability
to disclose current, accurate, and complete financial information related to its Supportive Housing
Program. Consequently, MATFH reimbursed subrecipients $66,427 in unsupported costs, paid
$760 of indligible program costs, and charged $8,824 of ineligible administrative costs from the
SHP grant. This occurred because MATFH incurred high turnover in its fiscal department and
did not have appropriate staff in place to effectively administer its fiscal operations. As a resullt,
we could not obtain reasonable assurance of the accountability of the SHP funds.

The Task Force's accounting system was inadequate.
MATFH’s accounting system did not adequately track SHP
expenditures.  Also, administrative costs records were
inconsistent, and accounting records contained inaccurate
and incompl ete information.

Title 24 CFR, Part 84.21(b)(1) states that a recipient’s
financial management system shall: (1) provide accurate,
current, and complete disclosure of the financia results of
each federaly sponsored project or program, and (2)
maintain effective control over and accountability for all
funds, property, and other assets. Recipients shall
adequately safeguard all such assets and assure they are
used solely for authorized purposes.

Expenses Were |nadequately Tracked

When the Task Force was awarded its SHP grant, HUD
established and set up budget line items in its Line of Credit
Control System. However, MATFH did not establish
general ledger accounts to record and track SHP grant costs
by budget line item for each subrecipient under its new
accounting system. Instead, MATFH charged al coststo a
general fund account for each subrecipient. MATFH
tracked its administrative costs and the subrecipients
program expenditures on individual spreadsheets. The
subrecipient spreadsheets outlined the budget line items
approved by HUD and the amounts drawn down against
each lineitem. It further reflected
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total expenditures for year-to-date and total budget
alocations. Although MATFH’s current general ledger did
not record and track SHP grant costs by budget line item,
the spreadsheets maintained tracked such information.
However, the spreadsheets were not part of MATFH's
official accounting records. Our review of the spreadsheets
found that the spreadsheets contained inaccurate
information and were not complete. For example, a
subrecipient’s total operating expenditures were recorded as
$14,942 but the actual expenditures were $15,052.
Additionally, another subrecipient’s spreadsheet did not
account for al of the draw requests made. Therefore, the
accounting records did not accurately reflect a true and
complete accounting of the subrecipient’s grant position.

The Executive Director stated that since the inception of the
programs, there has been significant staff turnover. She
also said that MATFH changed accounting software.

Administrative Costs Records Were | nconsi stent

The Task Force's SHP administrative costs reported on its
Spreadsheets were not consistent with the general ledger
amounts. Generally, the spreadsheet amounts exceeded the
genera ledger amounts. For example, in January, July, and
November 1997, the spreadsheets reflected $1,021 charged
for the Director of Operations' salary, but the general ledger
only reflected $729 for the same periods. However, based
on the hours reflected on her timesheets, we determined the
salary rate was between $612 and $700.

Additionaly, MATFH's 1997 spreadsheet reflected
budgeted salary costs of $25,000, or 35 percent, for its
Accounting Assistant. The general ledger for the same
months did not account for any of her salary. However, the
timesheets showed that in January 1997 she spent 100
percent of her time on SHP activities, and 45 percent of her
time in July and November 1997 on the activities.

Furthermore, we determined that the SHP genera ledger
administrative account included charges for an employee
that were not included in the budget to HUD or on
MATFH’s spreadsheet of administrative costs.
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MATFH officials could not tell us which set of records
reflected the correct financial information or could not
provide the necessary information to perform an accurate
analysis of the records. Therefore, we were not assured of
the amounts charged for SHP administrative costs.

Accounting Records Were Inaccurate and | ncomplete

The Task Force's accounting records contained inaccurate
and incomplete information. Examples of inaccurate and
incomplete records are presented below.

The ending SHP account balances from fiscal year
1996 were not brought forward as beginning
balances in the 1997 genera ledger. Thus, the 1997
SHP account balances were not al inclusive.

MATFH used its SHP administrative account to
record administrative reimbursements and at the
same time to account for administrative costs
incurred but not yet paid. This caused the account
balance to be distorted. @MATFH needed to
establish a separate account to reflect administrative
costs earned but not yet paid.

MATFH incorrectly classified a SHP administrative
draw totaling $2,454. The amount was posted to
the HUD Supportive Housing Grant account, which
captured all SHP draws for the subrecipients. The
amount should have been posted to the HUD
Supportive Housing Administrative account.

In tracing the draw amounts to MATFH’s genera
ledger, we noted that MATFH had drawn down
funds against the budget line items of a subrecipient
but the supporting documentation for the draw was
for adifferent subrecipient.

The Task Forceisin the process of revising their accounting
system structure to include general ledger accounts to
record and track SHP grant costs by budget lineitem. Also,
the Task Force has established the necessary receivable
account to track administrative costs incurred but not yet
paid.
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The Task Force did not obtain adequate supporting
documentation from its subrecipients for program costs
paid. As of March 1998, MATFH had drawn down
$3,056,601 in SHP funds on behalf of the subrecipients.
We reviewed $400,788, or 13 percent, of the SHP grant
drawdowns. We determined that $67,187 of the $400,788
was not adequately supported and/or ineligible.

Specificaly, MATFH reimbursed subrecipients $66,427 for
program costs that were unsupported and $760 for program
costs that were not eligiblee.  MATFH did not obtain
appropriate supporting documentation such as employee
timesheets, invoices, and/or copies of checks before
reimbursing subrecipients. MATFH officias stated that
they believed the documentation they maintained on file was
sufficient, because HUD officials told the subrecipients that
the documentation submitted was sufficient. We confirmed
the information with HUD. The Community Planning and
Development Representative stated that he did not recall
informing subrecipients that their documentation was
sufficient.

The following table depicts the results of the SHP program
costs reviewed.

Date of
SHP Total
Draw Draw  Unsupported  Ineligible  Questioned
Request = Amount Costs Costs Costs
04/96 $ 73,743 $ 647 $ 0 $ 647
09/96 66,658 320 0 320
02/97 48,345 2,831 175 3,006
07/97 122,304 58,068 585 58,653
12/97 89,738 4,561 0 4,561
Totals $400,788 $66,427 $760 $67,187

During our review, MATFH officials prepared a letter for
each subrecipient requesting supporting documentation for
the costs identified as unsupported.
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Finding 2

The Task Force did not support its salary distribution. As
of March 9, 1998, MATFH had drawn down $259,152 in
adminigtrative funds. We judgmentally selected three SHP
administrative draw requests for review. The draws totaled
$106,644, or 40 percent, of the total funds. MATFH’'s
individual employee timesheets did not aways support the
salary percentage charged to the SHP program.

OMB Circular A-122, Cost Principles for Non-Profit
Organizations, Attachment B, paragraph (6)(1)(1) states that
charges to awards for salaries and wages, whether treated as
direct or indirect costs, will be based on documented
payrolls approved by responsible official(s) of the
organization. The distribution of salaries and wages must
be supported by personnel activity reports except when a
substitute system has been approved in writing by the
cognizant agency. The reports must reflect an after-the-fact
determination of the actua activity of each employee.
Budget estimates (i.e., estimates determined before the
services are performed) do not qualify as support for
chargesto awards.

MATFH charged $1,021 monthly, or 35 percent, of the
Director of Operations salary to the SHP account during
1997. However, the timesheets for January, July, and
November 1997 did not support the 35 percent MATFH
charged. Instead, the timesheets reflected a rate between 21
and 24 percent of her time spent on the SHP activities. The
salary amounts charged to the program should have been
$642 for January, $612 for July, and $700 for November.
Therefore, total indligible costs of $1,109 were charged for
the Director of Operations’ salary.

Additionally, MATFH overcharged the SHP account $7,715
in contract costs for a consultant. From April 1996 through
December 1996, MATFH charged the consultant’s total
monthly salary of $4,153 to SHP activities even though he
spent time on other unrelated activities. The consultant was
primarily responsible for assisting in project monitoring and
troubl eshooting subrecipient contract performance.
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MATFH’s Executive Director stated that she felt that the
timesheets supported the amounts charged to the program
because the amount of time billed to the program was less
than the actual amount of time spent on the program. She
said that the percentages were based on the minimum
amount that could be charged, which was five percent of the
total grant amount. She aso stated the Task Force has
spent far more time administering the program than they can
bill for.

The Task Force did not reimburse subrecipients in a timely
manner. 24 CFR, Part 84, Subpart C, paragraph 84.22
requires grantees to establish a payment method that shall
minimize the time elapsing between the transfer of funds
from the United States Treasury and the issuance or
redemption of checks, warrants, or payment by other means
by the recipients.

In one case, MATFH did not reimburse the subrecipient
until 29 days after the funds were electronically credited to
its account.  Specifically, $9,130 was credited to the
MATFH’s operating account on January 2, 1998.
However, MATFH did not cut a check to reimburse the
subrecipient until January 31, 1998. In another case,
MATFH had $19,285 credited to its operating account on
January 7, 1998, but did not reimburse the subrecipient until
January 31, 1998, 24 days later.

In a March 11, 1997, letter to the Task Force, HUD
officials recommended that cash management procedures be
established to meet the standards for fund control. The
HUD office had received letters from two of the SHP
subrecipients regarding late reimbursement of payments
from the Task Force. As of our review, the untimely
payments still continued.

MATFH’'s Executive Director stated that sometimes
payments to subrecipients were delayed because reports
were due from the subrecipients. Also, she said that two
signatories were not always present to sign the check, but
usually not for more than one day.
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Auditee comments

OIG evauation of
auditee comments

Excerpts from the Task Force's comments on our draft
findings follow. Appendix B contains the complete text of
the comments.

The Task Force generdly disagreed with the finding. The
Task Force made the following comments:

The Task Force established genera ledger accounts
to record and track SHP grant costs by subrecipient
line items and that those accounts were reviewed
and approved by the Office of Inspector Generd’s
staff in a preliminary review of their accounting
system and by the HUD Program Financial Steff
person. The Task Force contended that the
Spreadsheets were set up and maintained as part of
their official accounting records.

The Task Force's 1996 ending SHP account
balances had not been brought forward as beginning
balances in its 1997 genera ledger because the Task
Force was till undergoing its 1996 audit at the time
we began our audit. Thus, such information would
not have been available until the audit was complete.

The Task Force provided substantial additional
documentation as well as copies of letters they sent
to subrecipients as it related to program costs not
being properly supported. The Task Force contends
that its employee timesheets more than support the
charges it made. According to the Task Force, they
over documented time attributed to the SHP
contract.

The Task Force received HUD approva for a 30-
day turnaround for reimbursement procedures.

The purpose of the Office of Inspector Genera’s 1997
accounting system evaluation was to provide reasonable
assurance that the Task Force had systems and controls in
place to account for the receipt and disbursement of grant
funds at the time of the review. Thus, the evaluation was
not an approva of its accounting system. Also, the HUD
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Program Office provided technical assistance related to the
SHP program and guidance on how their official accounting
records needed to reflect their SHP expenditures.

Although the Task Force contends that the accounting
information was not current because the 1996 audit was not
complete, the report still was not issued at the completion
of our review. The accounting records related to the 1996
activity should have been closed and accurately reflected in
1998.

We reviewed all documentation the Task Force provided as
support for its SHP program costs and the documentation
was not sufficient to fully resolve the issue. The HUD
Program Office officials said they did not approve the
accounting system or the 30-day turnaround for
reimbursement.

Recommendations

98-AT-251-1009

We recommend that you require the Task Force to:

2A.  Establish fund accounts in its general ledger to track
the receipt and use of SHP subrecipient grant funds
by the HUD approved budget line item.

2B. Establish financia records that provide a full and
accurate disclosure of the SHP administrative funds
drawn down from the U.S. Treasury’s Line of Credit
Control System.

2C. Provide detalled documentation to support
administrative costs drawn down from each SHP
subrecipient Line of Credit.

2D. Establish written internal control procedures for
staff to follow in the event of a staff turnover, or a
change in accounting software.

2E. Provide adequate support for $66,427 of
subrecipient program costs that were unsupported
or repay any unsupported costs to the SHP account
Line of Credit Control System.
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2F.

2G.

2H.

2I.

2J.

Reimburse the SHP account Line of Credit Control
System for ineligible subrecipient program costs of
$760.

Reimburse the SHP account Line of Credit Control
System for indligible administrative costs of $8,824
to the appropriate subrecipients.

Implement its policies and procedures for reviewing
and approving requisitions for payments from SHP
subrecipients.

Implement cash management procedures that will
ensure that reimbursements to SHP subrecipients are
issued in a reasonable timeframe after receipt of
Treasury funds.

Take other appropriate action, as needed, including
terminating the SHP grant awards.
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| nadequate M onitoring of Subrecipients

Metro Atlanta Task Force for the Homeless did not adequately monitor the subrecipients under its
Supportive Housing Program. Specifically, the Task Force did not: (1) perform monitoring visits
in accordance with the terms of its contract; (2) monitor the submission of Annua Performance
Reports; and (3) did not require subrecipients to document client eligibility, or obtain financial
audits. MATFH did not enforce its procedures for subrecipients. As a result, the Task Force
could not demonstrate the impact SHP funding had on the homeless population or whether the
subrecipients served the number of individuals proposed in its grant applications.

Title 24 of the Code of Federa Regulations, Part 84.51 (a),
states that recipients are responsible for managing and
monitoring each project, program, subaward, function or
activity supported by the award.

The Task Force subrecipient monitoring procedures states
that the Task Force will conduct no less than two (2) on-site
vigits of subrecipients within the grant year. The same
procedures are contained in the contracts executed with the
subrecipients. The use of the on-site monitoring visit will be
the Task Force's primary form of compliance management.
When conducting on-site monitoring visits, the monitoring
procedures require a review of the subrecipient files for
required documentation and to verify the accuracy of the
information provided; interview members of the subrecipient
staff to discuss performance; and interview clients to assess
the level of service, homeless status, and qualification as a
member of the target group.

In addition, the monitoring procedures state the subrecipient
will be reviewed to: (1) ensure that the services are rendered
to the target population, (2) determine the overall progress
of the program and the extent to which goals and objectives
are met, and (3) ensure compliance with other requirements.

The Task Force procedures for subrecipient agencies
require al subrecipients provide adequate documentation to
verify whether clients are a part of the specific population
targeted in the approved application.  Therefore, al
subrecipients of the Task Force must verify that the clients
served under a particular grant are homeless and that total
income is below the median low income range. The
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subrecipients are required to submit annual progress reports
45 days after the end of the grant year.

The Task Force did not follow its monitoring procedures.
Specificaly, MATFH did not perform timely on-site
monitoring reviews of the subrecipients, and when reviews
were performed the scope of the reviews was not adequate.
In addition, MATFH did not effectively monitor the
submission of the annual performance reports.

On-Site Monitoring Procedures Were Not Followed

We judgmentally selected 6 of the 16 subrecipients and
reviewed MATFH’s monitoring efforts. We found that the
Task Force did not perform the required annua on-site
vidits for the subrecipients. As shown in the table below,
MATFH only performed one on-site visit for four of the six
subrecipients reviewed. MATFH did not perform any on-
gte visits for the remaining two subrecipients.

Project Number Number

Number Operating of of

of Start REVIENS REVIENS

Subr ecipient Date Due Conducted
GAO06A15-1035 11/1/96 2 1
GA06G15-1035 1/1/96 4 1
GA06H15-1035 3/1/96 4 1
GA06K 15-1035 1/1/97 2 0
GAO06N15-1035 1/1/96 4 0
GA06X15-1035 3/1/96 4 1

Although MATFH performed on-site monitoring visits to
some of its SHP subrecipients, we found that the work
performed during the visits was not adequate. The
monitoring checklist completed by MATFH'’s staff was too
genera.  Specificaly, the reviews did not document
sufficient information to support the responses provided on
the checklist. Also, the reviews did not document how
many files were reviewed to obtain reasonable assurance
that the subrecipient was providing services pursuant to its
contract.
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Furthermore, the review did not document the verification
of the number of persons the subrecipient reported as being
served in its Annua Performance Report. This was
important considering MATFH falled to require the
subrecipients to submit progress reports and did not verify
the numbers reported in the Annual Performance Reports.

According to the Task Force HUD Program Director, she
reviewed client files while on site and conducted interviews
with the clients to determine what services they had been
provided. However, the reviews and interviews were not
documented. Thus, we could not be assured that this work
was actually completed. Also, she stated that she did not
know that she needed to review subrecipients file
documentation to verify that the number of persons
reported as being served were in fact provided services.

Off-Site Monitoring Procedures Were Not Followed

MATFH did not follow its off-site monitoring procedures.
MATFH did not effectively monitor to obtain the Annua
Performance Reports in atimely manner.

We conducted a review to determine whether the Annual
Performance Reports were submitted as required for the
same six subrecipients identified above. We found that
Annual Performance Reports were not submitted timely to
MATFH. For example, a subrecipient’s report was due on
December 15, 1997, 45 days after its October 31, 1997,
grant year. However, the report was dated March 19, 1998,
90 days after the due date. The report was not date
stamped to identify the date it was actualy received by
MATFH.

Also, the Annua Peformance Report for another
subrecipient was due on February 15, 1998, athough as of
May 1998, the report had not been submitted to the Task
Force. Furthermore, another subrecipient's Annual
Performance Report was due on February 15, 1998. During
a May 1998 dite visit a the subrecipient, OIG auditors
inquired about the overdue report. The report was provided
to the Task Force officia at that time. The report was
dated May 7, 1998, which was 82 days late. We found no
evidence that MATFH saff followed up with these
subrecipients to obtain the reports in a timely manner.
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Our review of the Annua Performance Report statistics
reveded that the subrecipients were generally progressing
well towards meeting their goals to serve a certain number
of homeless individuals and/or families, with the exception
of one. The subrecipient had proposed to provide services
to 1,400 homeless individuals but reported that it had only
served 763 individuals by the end of its second grant year.
MATFH did not address this potential problem in its
November 26, 1997, monitoring visit.

MATFH’s Executive Director stated that her staff
developed a program database system that would alow
each subrecipient to report progress data on the computer.
However, the Task Force was overruled by the Georgia
HUD Program Office.  According to the Executive
Director, the system would have prevented the untimely
submission of Annual Performance Reports and would have
served as a monitoring mechanism. The HUD officias
stated that the Task Force could not require the
subrecipients to use the database system devel oped.

The Task Force did not maintain documentation to
demonstrate the progress of each subrecipient. Therefore,
we judgmentally selected and performed site vidits a five
subrecipients. We reviewed the subrecipients to determine
whether they were providing services pursuant to its
contracts with the Task Force.

We found that three of the subrecipients were not properly
establishing client eligibility in accordance with MATFH and
HUD procedures. Specificaly, the three subrecipients did
not obtain written verification of prior living Situations
and/or verifications of income. One subrecipient merely
obtained the verification of homelessness form with the
client’s signature without obtaining written verification of
the client's prior living stuation.  The other two
subrecipients generally obtained proper written verification
to establish whether the client was in fact homeless, but had
not documented verification of the client's income, as
required by MATFH procedures. Without adequate
documentation, we cannot be assured that the program and
resources the subrecipients provided were reaching the
homeless persons intended to be served by the program.
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We determined that the five subrecipients generally
maintained documentation to support that they served the
number of clients reported in its Annua Performance
Reports. As for the services provided, we found that four
of the five subrecipients maintained appropriate
documentation to evidence the type services provided to the
clients. The services documented by each of these
subrecipients were in accordance with the services proposed
in the contracts with the Task Force. The remaining
subrecipient did not document the services it provided to
the clients that entered its program. Based on
documentation submitted in the subrecipient’s package for
reimbursement, it was obvious that costs were incurred for
supportive services. However, we could not identify the
extent of services that were provided to each client.

The Task Force did not obtain audits of its subrecipients
under the SHP program as required and did not establish
procedures for obtaining the audits. The Task Force
budgeted $40,000 for the financia audit of the
subrecipients.

OMB Circular A-133, Section 5(a) requires a recipient that
receives a federal award and provides $25,000 or more of it
during its fiscal year to a subrecipient to ensure that the
non-profit institution subrecipients that receive $25,000 or
more have met the audit requirements. Section 7 states that
the audits should be performed annualy but not less than
every two years. Subpart A, Section 105, defines an auditor
as a public accountant which meets the general standards
specified in generally accepted government auditing
standards. The term auditor does not include internal
auditors of non-profit organizations.

The budget stipulated that MATFH would provide an audit
for the subrecipients that needed assistance in obtaining the
required audit. However, the money budgeted for such
costs was not used for the audits. MATFH did not obtain
or provide for any audits of the subrecipients since inception
of the grant agreements. The $259,152 MATFH drew
down in administrative funds was used to pay for
administrative salary costs, training, and equipment.
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We judgmentally selected and reviewed the files for six
subrecipients that had been operating for 2 years at the time
of our review and received at least $25,000 of the federal
grant award during the 1996 grant year. The following
table illustrates the results of our review:

Operating Federal Current Last

Project Number Start Funds Audit Audit
Date Awar ded Due®  Obtained
GAO06E15-1035 1/1/96 $129,769 | 12/ 31/96 | 12/31/94
GAO06F15-1035 2/1/96 76,185 | 09/30/96 09/30/94
GA06G15-1035 1/1/96 112,284 | 09/30/96 09/30/95
GAO6N15-1035 1/1/96 196,370 | 12/31/96 12/31/94
GA06T15-1035 2/1/96 44,672 | 12/31/96 12/31/94
GA06X15-1035 3/1/96 66,532 | 12/31/96 12/31/96

(not yet

issued)

The Executive Director stated that the HUD Program
Office instructed them to hire a Certified Public Accountant
to perform the audits and they did. However, the
subrecipients did not want the Task Force's accountant to
perform its audits. Instead, the subrecipients wanted the
Task Force to provide the funds to obtain the audits. The
HUD Program Office addressed the issue in two memos to
the Task Force dated October 23, 1997 and January 13,
1998. HUD gave the Task Force two options regarding the
audits for the subrecipients. The options included allowing
the subrecipients to obtain an independent auditor or the
Task Force could procure an independent auditor to
conduct the audits. The HUD Program Office informed the
Task Force to let the subrecipients select their own
accountant and MATFH should be willing to provide the
funds out of its administrative budget. The Executive
Director stated that she refused to provide the funds to the
subrecipients because MATFH hired an accountant to
perform the audits.

! Determined based on the operating start dates and the period of the last audit obtained for each subrecipient.
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We determined that MATFH could not have used the
Certified Public Accountant it hired to perform the audits
because the individual was an employee of the Task Force.
Thus, the individua was an interna auditor and not an
independent public accountant as required. Because the
Executive Director stated that the Task Force was incurring
more administrative costs than could be drawn down and all
funds drawn down were being used to cover employee
salary costs, the Task Force may not be in a position to
provide or pay the funds necessary to obtain the audits.

Auditee comments

Excerpts from the Task Force's comments on our draft
findings follow. Appendix B contains the complete text of
the comments.

The Task Force generally disagreed with the finding. The
Task Force made the following comments:

The Task Force’s HUD Program Director reviewed
documentation to determine and monitor clients
served at subrecipient agencies, but that the
documentation was never required to be kept at its
site.

The Office of Inspector Genera confused the SHP
grant criteria with the IHP grant criteria because
they never required SHP program subrecipients to
submit quarterly progress reports. The Task Force
instead developed the computerized annual
performance report system which alowed for dally
intake and reporting that accumulated data. The
Task Force acknowledged that annua performance
reports were not being submitted timely and stated
that they are addressing the problem.

The Task Force' s Executive Director was misquoted
as it related to not requiring the SHP subrecipients
to submit quarterly progress reports because HUD
Program Office did not alow them to require the
subrecipients to use their computerized annual
performance report system.
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The Task Force contends that they maintained
documentation to demonstrate the progress of each
subrecipient. However, they said the nature of that
documentation is in question. The Task Force said
that they were told by the HUD Program staff that
the documentation should be kept at subrecipient
Sites.

The HUD Program staff made them relent on the
requirement to obtain audits of the SHP
subrecipients. The Task Force said they understood
they could use the Certified Public Accountant hired
for its fiscal office to audit the subrecipients and
provide technical assistance.

Although the Task Force stated that monitoring
documentation and support to demonstrate the progress of
each subrecipient was not required to be kept at its site, the
documentation should have been maintained at its office to
support its monitoring efforts. The HUD Program Office
never told the Task Force that such documentation should
be kept at subrecipient sites.

The Accounting Procedures Manual used by the Task Force
was inconsistent as to which HUD program it applied to.
Therefore, we could not obtain clarification as to whether
the requirement that al subrecipients submit quarterly
progress reports applied to SHP subrecipients.

The Task Force contends they hired a Certified Public
Accountant for their fiscal office and understood they could
use the accountant to audit the subrecipients. The HUD
Program Office provided the Task Force with two options
regarding audits for the SHP subrecipients, as noted in the
finding. The Task Force was responsible for obtaining
audits for SHP subrecipients in accordance with OMB
Circular A-133. Audits of the SHP subrecipients are to be
conducted by an auditor independent of the Task Force's
operations.
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Recommendations

We recommend that you require the Task Force to:

3A.

3B.

3C.

Implement monitoring reviews that perform
knowledgeable oversight of its SHP subrecipientsin
program services and in financial management.

Establish and implement a tracking system which
provides assurance that al Annual Performance
Reports will be received from the SHP subrecipients
in atimely manner.

Provide SHP fund assistance in obtaining the
financia audits from its SHP subrecipients.
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Management Controls

In planning and performing our audit, we consdered the management controls of the Task Force in
order to determine our auditing procedures and not to provide assurance on the controls. Management
controls include the plan of organization, methods, and procedures adopted by management to ensure
that its gods are met. Management controls include the processes for planning, organizing, directing,
and controlling program operations. They include the sysems for measuring, reporting, and
monitoring program performance.

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

Management philosophy and operating style.
Eligibility and support of grant activities.
Management monitoring methods.
Reliability of financial systems and reporting.

Accounting for and maintaining control over
program disbursements.

Measurement of program results.

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 an organization’s objective. Based on our review,
significant weaknesses existed in the management controls
we tested as discussed in the findings.
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Follow Up On Prior Audits

This was the first Office of Inspector General audit of the Task Force' s grant operations.

The last Independent Auditor audit report was completed by Robert E. Smith, Certified Public
Accountant, for the year ended December 31, 1995. The report disclosed the following
deficienciesin MATFH’ s operations that relate to the findings of this report:

Failure to obtain documentation from the subrecipients to support payments made to
subrecipients.

Failure to update and reconcile spreadsheets, which it used to track grant funds, to the
general ledger.
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Schedule Of Unsupported and Ineligible Costs

Amounts Amounts
Recommendations Unsupported® Indligibl€®
1A $ 1,243,854
1B $ 6,607
2E 66,427
2F 760
2G 8,824
Totals $ 1,310,281 $16,191

2 Unsupported amounts do not obviously violate law, contract, policy or regulation, but warrant being contested
for various reasons such as lack of satisfactory documentation to support eligibility.

% Ineligible amounts obviously violate law, contract, HUD or local agency policies or regulations.
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Auditee Comments

Task Force For The Homeless
363 Georgia Avenue, SE, Atlanta, Georgia 30312
(404) 230-5000 FAX 589-8251

July 10, 1998

Ms. Nancy H. Cooper
District Inspector General

for Audit — Southeast/Caribbean
US Department of HUD
Richard B. Russell Building
75 Spring Street, SW, Room 330
Atlanta, Georgia 30303-3388

Dear Ms Cooper:
This is the beginning of our response to your draft findings, dated July 2, 1998.

We have reviewed the draft and have provided our auditor with acopy. In fact the draft report
listed many issues that we felt sure we had resolved in the audit itself.

We want to respond to all of the concerns reported in that draft in this letter, and as thoroughly as
possible. To that end, we also request a meeting with you and your Auditors as soon as possible.
We ask that this meeting be held in order to resolve the draft issues before the exit meeting that we
know we will have to close out this process. In other words, we want to meet immediately
BEFORE this report is finalized.

We are happy to cooperate with you in whatever way we can. It was extremely difficult though,
to have your auditors performing their audit at the same time we had our external auditors
performing the 1996 and 1997 audits. That resulted in our having to locate your auditors in our
conference room, which is the meeting room for our many teams and for our staff. However, we
all cooperated to the best of our ability.

Please let me know when you can meet with us to talk about revising this draft.

Sincerely,

Executive Director

Enclosure
copy: Mr. Norman Ross, CPA
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Finding |

CRITERIA:

Y ou misstated our procedures for 1994 IHP and IHP 1995 grants. The procedures you describe
pertain to our SHP Procedures only. We informed you of that fact before the exit meeting.
Innovative Homeless Program Was Not Effectively Administered:

Y ou stated that we did not effectively administer our 1994 and 1995 IHP grants for the following
reasons: MATF did not

(1) adequately document payments to sub recipients:

We did document the expenditures to subrecipients; however, we requested and received the funds
in advance and documented the expenditures accordingly. Therefore, the documentation is not
arranged to correspond to the draws because we had not been required to do that at thetime. But
the documentation corresponds to the total expenditures of grant funds.

Y ou questioned “five of ten vouchers,” and we drew funds down every month. Once again, we
documented the expenditures, not the draws by amount.

We request that you delete this finding.

(1a) The 1994 IHP Payments were not Properly Supported

We did provide adequate documentation, as we stated. Draws were documented after the fact and
did not match specific drawdown request amounts but documented the total expenditures. Again,
we drew the money in advance for requests from sub recipients, not matching reimbursement
reguests which came later, as we received them from subrecipients.

As for the missing subrecipient documentation and contract files, we have staff documentation of
our having provided those files to you during the audit visit. We even observed that one of your
auditors was searching for afile under “AUM" instead of Atlanta Union Mission, and he looked
for filesin the wrong order. Eventually he was shown the files, which has been in the box all
along.

We need to know what this finding refers to since WE located the files again for the auditor who
had failed to look in the files under the correct and complete name.

(1b) The 1995 W Payments were not properly supported;

The same thing applies here. Please provide documentation for the $84,558 you say we did not
support. We were not given that information. Also, the funds used in this grant paid sub
recipients for staff salaries.

Asfor the sub recipients not properly documenting client eligibility, we informed your auditors
several times that our hotline was the documentation for client eligibility. We were given alist of
clientsto test our hotline database -- we provided intake documentation on al clients submitted by
name to us by your auditors. We also reminded the auditors that the HUD regulations governing
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the homeless eligibility/verification documentation was published in October 1995, well after both
IHP grants had been implemented.

Please delete the questioning, therefore, of $167,318 because of what you term "unsupported
subrecipient payments.”

You say that 61 % of the 1995 Administrative charges were unsupported. We submitted the admin
budget to the program office in the first half of 1996, and they approved that budget. Unless you
use the time sheets for the fifth person who was charged and approved you cannot say we
overcharged the grant. We had also submitted the documentation for the cost and that
documentation was accepted. Therefore, please provide your working papers to support this

claim.

Site Visits Performed at Subrecipients;

Again you maintain that we had insufficient documentation to prove the number of persons served.
We are unclear as to the grant you refer to -- are you referring to IHP 1995?

If s0, you cite yourself that the HUD circular was not issued until October 19, 1995. We began
the program in July of 1995. We informed you that our hotline intake database was used to
document client eligibility. You even asked to check a sample of clients. We provided you with
that information.

Y ou state that our manual requires adequate client documentation, and that manual refers only to
SHP sub recipients.

Y ou say that no monthly progress reports were not available. They were and are available and
were submitted by sub recipients at the time they submitted reimbursement requests.

We request that you delete this paragraph.

(2a) Eligibility of Homeless Clients Was Not Verified:

We informed you that our hotline database and our referral to subrecipient agencies for service
qualified as client verification. That verification was accepted by HUD prior to implementation of
the contract. We even told you that we provided that service to keep clients from having to be
interviewed and documented more than once with the same information.

Please explain what you mean by our not documenting services received by the client -- what other
than the intake form and referral were we to document? The grant was for outreach, intake and
referral -- what other than the intake form?

One of the sub recipients you interviewed was an Outreach subrecipient, whose documentation
was eyeballing people on the streets and using our database and referral information.

Y our auditors continue to confuse the three contracts and misinterpret the guidance for SHP as
applying to IHP.

On your page 4 of 5, you make some serious allegations and misrepresent the conversation with
our staff. We have all reviewed this information and are extremely concerned that such inaccurate
editorial comments would be included in a document like this. First, we never even hinted that we
told subrecipeints not to document client eligibility -- we did say that our database and referral
system was accepted by HUD as that documentation. If you had requested, we could have
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provided you with a"blind” copy of the three screens worth of detailed information we get from
each client. Our intake database has been reviewed by HUD program officials many times.

Y ou state that the Executive Director said the HUD documentation requirements applied only to
SHP and you quote our Procedures Manual -- it is the procedures manual for SHP, not IHP.

Please let us clarify thisissue once and for all.

(3) Number of Homeless Clients Served Was Not Documented:

Once again you claim that we did not document or have sub recipients document the number of
clients served. They did document clients served in their monthly progress reports, submitted
prior to reimbursement.

Y ou further iterate that we did not document clients served or verify homelessness of those clients.
Please document to us what you claim the HUD field office reported. We are not aware that they
claimed that the problem “presently continues.”

(4) Audits for Subrecipients Were Not Obtained:

Y ou state that audits were due from 10 of the 1994 and 5 of the 1995 sub recipients. One of your
auditors requested an audit for Atlanta Union Mission and for the Task Force for the Homeless,
both of which he received. We are unaware of any other requests. No Task Force staff who

could answer officially could have said we didn't “know if the sub recipients had obtained the audits.”

(5) Final Close-Out Report for the 1995 IHP Grant Was Not Completed:

Correct. We dtill have a balance not drawn down of over $5,000. Thisis program cost that we are
sure we will expend for outreach.

We did NOT say we submitted a close out report. We said we submitted an Annual Report.

Technically the 90 days after completion of the award should not begin until we have expended the
funds.

Please correct this finding accordingly.

Finding 2
Accounting Records:

Y ou make extreme, and damaging observations about the Task Force's accounting system which
are general and unfounded. We want to respond to each one.

98-AT-251-1009 Page 40




Appendix B

Accounting System Was | nadequate:

Expenses Were |nadequately Tracked:

The Task Force did, indeed, establish general ledger accounts to record and track SHP grant costs
by subrecipient lineitems. In fact, those accounts were reviewed by the OIG staff in a preliminary
review of our accounting system priori to our drawing down any funds for the SHP; the system
was also reviewed and approved by the HUD Program Financial Staff person.

The spreadsheets were set up and maintained as part of our official accounting records and
approved by the HUD program office prior to our drawing down any funds. We used the
spreadsheets as a subsidiary ledger. The General Ledger was used to record the total transaction,
while the spreadsheets were used to record the itemized components of each total transaction.

Y ou also stated that the spreadsheets contained inaccurate information and that therefore the
accounting records did not accurately reflect a true and complete accounting of the subrecipient
grant position. You cite that an expenditure on spreadsheet from a subrecipient was $14,042 and
actual expenditure as $15,052. We want to review your work papers for thisfinding. If the
amount you cited is your evidence for the finding, we strongly object to your dismissal of our
entire accounting system on that basis.

We strongly object to the finding for the above reasons, and we request that the finding be
modified accordingly.

The Executive Director did indeed state that there had been staff turnover and a new accounting
software system implemented. The implication that she also said this whole accounting experience
was a“learning experience” is inaccurate at best and deliberately misleading at worst.

You also cite inaccuracy of spreadsheets when balanced with general ledger amounts for
administrative costs. We told you repeatedly that according to spreadsheets and some time sheets,
we applied time to the grant which we did not actually charge or get reimbursed for.

Again, you state that we budgeted salary cost of $25,000 for Accounting Assistant and did not
charge the grant. That was a record keeping issue, to record actual cost. We also told you that the
variation of time spent from 100% to 45 % was for budgeting purposes since we do not use an
Indirect Cost Plan but budget by percentage, which works out on an annual basis.

What employee did we pay from this contract who was not included in the HUD budget or on our
spreadsheet?

The final paragraph is of great concern. WHAT Task Force officials could not tell your auditors
which set of records reflected correct financial information?

Since we were told several different ways to request administrative reimbursement, we want to say
again that we drew our administrative funds in away that was reviewed and approved by the HUD
program office. We have arecord of the meeting and the names of those in attendance, should you
require that information.
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Grant Activity Was Not Properly Disclosed:

Y ou state that our accounting records contained inaccurate and incomplete information, for
example:

* the ending SHP account balances from 1996 were not brought forward as beginning balancesin
the 1997 genera ledger;

It is amatter of record that your office insisted on beginning the audit while we were undergoing
our 1996 audit and as a result of course we had not carried forward the balances until the audit was
complete. We told you thisin the beginning. You insisted on beginning your audit before we had
had an opportunity to complete our 1996 audit. How can you cite us for something when you
insisted on beginning without that information? Also, the SHP balances were being maintained
and were current on our spreadsheets, which we consider and stated are part of our official
accounting records.

In fact, we used the spreadsheets to serve as a check and balance for detail the General Ledger does
not provide.

* Yes, we used our administrative account to record reimbursements and costs incurred but not yet
paid. How could we not? We accumulated unreimbursed costs and still plan to get that
reimbursement from HUD. We are happy to establish a separate account for costs incurred but not
yet paid. But why must that be a separate account? We must carry al grant receivables as we have
been directed by our auditor.

* We provided you with that very documentation and showed Y OU where we noted the
discrepancy on the spreadsheet. If we incorrectly recorded or applied an admin draw of $2,454 to
the program account, and we pointed it out to you that we were aware of the error, why would you
include thisin a finding without pointing that out?

*Please tell us the specifics of your citation in third paragraph on 3 of 5.
Program Costs Were Not Properly Supported;

How could you iterate that claim when you cite only 2% of the expenditures as unsupported ? And
in your explanation you do not specify which sub recipients you refer to. Since we drew down
amounts documented as reimbursable, we must know what documentation you are considering
rejecting. We discussed this issue thoroughly, and we provided you with substantial additional
documentation as well as copies of letters we sent to sub recipients. The grant continues, along
with our opportunity to require documentation before future disbursements are made.

Y ou stated that our employee time sheets did not always support the salary percentages charged to
the program, and we have explained that. Aslong as the salary that we actually received
reimbursement for was documented, it could not matter if MORE than that were documented.

We know that budgeted percentages do not qualify as support for charges; in fact, that is what we
have been saying to you all thistime. The actual time sheets more than support the charges.

Y ou stated that we overcharged a consultant $7,715 to the SHP contract. As documented in his
time sheets, he spent 100% of his time on the SHP contract activities.

We OVER DOCUMENTED time attributed to the contract because we did not charge al of that
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time to the contract.
We request that you change your citation accordingly.

Subrecipients Were Reimbursed Untimely:

Y ou stated that we did not reimburse sub recipientsin atimely manner. We did, however, obtain
HUD approval for a 30-day turn around for reimbursement procedures. Because we are required
to affirm the documentation for reimbursement requests, we frequently receive the funds before we
have obtained additional documentation. The HUD CPD Program Office approved the 30-day turn
around.

We had documented to HUD and to the sub recipients the reason for some of the delays. Asyou
have observed, there is a need for adequate documentation from the sub recipients. Also, as
evidenced by this draft, the requirements for documentation seem to differ between the OIG and
the Program Office.

Finding 3
Inadequate Monitoring of Subrecpients:

Y ou stated that we could not demonstrate the impact of SHP funds on the homeless population
because of the inadequacy of our monitoring of subrecpients. Y ou made that claim based on three
opinions: (1) that we did not perform monitoring visits in accordance with the terms of the
contract, (2) that we did not monitor the submission of APRS; and (3) that we did not require the
sub recipients to submit progress reports, documentation of client eligibility or obtain financial
audits.

We object to those opinions as follows:

(1) Weincluded the monitoring information in the manual from the IHP grants, both years
programs which required substantially more intense relationships with subreicipents. You are
confusing the manual's references to the programs. We also made visits to sub recipients which
were not recorded as formal monitoring visits but were informal technical assistance and
informational visits.

Subrecipients under the SHP program were not required to submit quarterly progress reports.
In our subrecipient contracts we stated that there would be two monitoring visits, not four.

(2) We went so far asto develop, at our own expense, a computerized software program which,
when used, would accumulate intake information into a complete and ongoing APR - that
software was offered to HUD and we requested that it be required of subrecpients because we
could monitor daily the intake and accumulated client database. We were told by HUD that use of
the database would be voluntary. The software was innovative and noteworthy to the extent that
Federal HUD officias reviewed it and HUD recipient agencies in other states have requested it.

It isimportant to state here that the HUD program office intervened so frequently in our efforts to
obtain compliance from our sub recipients that our role as administrator for the contract was
seriously hampered. In some cases, subs were allowed to submit their APR forms directly to the
HUD Field Office, completely bypassing our HUD administrative staff.

Our HUD Program Director did, indeed, review documentation to determine and monitor clients
served at subrecipient agencies, but that documentation was never required to be kept at our site.
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She did not say that she didn't know she needed to review subs file documentation but that she
didn't know she needed to keep physical recordsin her office to PROVE she had reviewed the
documentation.

We take strong exception to the general tone of the review as well as the extreme judgments and
dismissal of

Off-Site Monitoring procedures Were Not Followed;

Y ou state that we did not follow our own off-site monitoring procedures because we did not
reguire quarterly progress reports. ONCE AGAIN, you have confused the SHP grant with the
IHP grants. We did not REQUIRE quarterly progress reports. We have aready described the
computerized APR system which allowed for DAILY intake and that accumulated data as

it went towards the annual date.

You are correct in saying that the APRs were in some cases submitted late -- we know that. In
some cases, we needed support from the HUD Program Staff to encourage those reports. We
have not gotten that support There is evidence that the HUD Program Staff followed up with sub
recipients about these reports. Would you like to see it?

We realize that there is a problem with some of the sub recipients in timely submissions of annual
reports. We are addressing those problems, but they do not mean that we are not following our
own off-site monitoring procedures. We strongly request that you rework this finding so that it
accurately expresses the redlity.

The final misquote of the Task Force Executive Director is absolutely unacceptable. The Executive
Director did not say anything close to the editorial quote: “MATFH's Executive Director stated that
she decided not to require the subrecipients to submit quarterly progress reports. . . . " because

they were never required under this program in the first place. The reference was to the important
production of the computerized APR that the Task Force staff completed at their own expense and
which could have solved this problem if the HUD program staff had allowed us to require it of the
subrecipients.

SITEVISITS PERFORMED AT SUBRECIPIENTS

The Task Force staff did, indeed, maintain documentation to demonstrate the progress of each
subrecipient. The nature of that documentation is the question. We were told by the Program staff
forcefully and frequently that the documentation should be kept at subrecipient sites. There was no
consistency between what the HUD Program Office required and what the OIG auditors seemed to
require. We should not be audited on requirements that we were not provided with at the
beginning of the contract.

FINANCIAL AUDITS OF SUBRECIPIENTS WERE NOT OBTAINED

Thisfinding is unacceptable in its entirety. We cannot accept an evaluation of our failure to obtain
audits when we were actually MADE to relent on that requirement by the HUD Program Staff. In
one very intense example, we stated that we would not sign a contract with a subrecipient who
REFUSED in a meeting with the HUD Program Staff to submit an audit to us. We weretold by
the HUD Program Staff that we would be in danger of losing the contract if we continued to hold
out. We even stated that by relenting on this requirement with ONE subrecipient, we would not be
ableto hold the line with others. We were told we couldn't require the audits if subs didn't want to
comply-

We further were told we had to hire a CPA for our fiscal office. We understood that we were to be
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able to audit subrecipients and to provide technical assistance in fiscal matter. When the time came
for usto perform these visits, we were then told by the Program Office that we had to PAY the

subs for their own audits and couldn't audit them ourselves. We had no funds to pay them for

their audits because the HUD Program Office had required that we hire our own CPA or Auditor.

You state in your draft aversion of this reality that is absolutely prejudicial against the Task Force
and its staff. We urgently request that you change the language and the tone of the statement and
the finding itself.

ALSO, it isurgent for usto note that the $259,152 we drew down for our administrative costs was
only HALF of the amount budgeted for two years and we had operated nearly THREE years of
administration based on 5% of the total grant award. (If you divide that by three, our
reimbursement for administering this grant was only $86,384 a year, while the actual approved
budgeted amount was over $200,000 ayear.) That budgeted amount was planned for, approved,
and the expenses were incurred. However, HUD has not reimbursed our costs, based upon the
agreed budgeted amount.
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