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SUBJECT:  The Jefferson Parish, LA Department of Community Development Did Not
Always Support Expenditures, Comply With Procurement Requirements, or
Provide Adequate Oversight of Subrecipients

Attached is the U.S. Department of Housing and Urban Development (HUD), Office of
Inspector General’s (OIG) final results of our review of Jefferson Parish’s Community
Development Block Grant (CDBG) program.

HUD Handbook 2000.06, REV-4, sets specific timeframes for management decisions on
recommended corrective actions. For each recommendation without a management decision,
please respond and provide status reports in accordance with the HUD Handbook. Please furnish
us copies of any correspondence or directives issued because of the audit.

The Inspector General Act, Title 5 United States Code, section 8M, requires that OIG post its
publicly available reports on the OIG Web site. Accordingly, this report will be posted at
http://www.hudoig.gov.

If you have any questions or comments about this report, please do not hesitate to call me at
817-978-93009.


http://www.hudoig.gov/
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Audit Report 2014-FW-1007
What We Audited and Why

We audited Jefferson Parish’s
Community Development Block Grant
(CDBG) program as part of the Office
of Inspector General’s annual audit plan
to review Community Development
funds. The audit objective was to
determine whether the Parish
adequately supported and expended its
program funds in accordance with
Federal requirements.

What We Recommend

We recommend that the Director of
HUD’s New Orleans Office of
Community Planning and Development
require the Parish to (1) support or
repay its CDBG program $1.4 million
from non-Federal funds, (2) implement
written departmental expenditure,
procurement, and monitoring
procedures, (3) implement a
departmental records management
system for expenditures and national
objective compliance, and (4)
implement a departmental process to
maintain and update the Parish’s pre-
qualified bidder’s list.

September 30, 2014

The Jefferson Parish, LA Department of Community
Development Did Not Always Support Expenditures,

Comply With Procurement Requirements, or Provide
Adequate Oversight of Subrecipients

What We Found

The Parish did not always (1) have documentation to
support program expenditures, (2) comply with
procurement requirements when procuring contractors
for housing rehabilitation, and (3) provide adequate
oversight for its subrecipients. These conditions
occurred because the Parish (1) did not have updated
written departmental procedures for its staff, adequate
staffing levels, an efficient records management
system, or complete written departmental procurement
procedures; (2) relied on its subrecipient to maintain
documentation to support its project without verifying
the adequacy of the documentation; (3) did not ensure
that staff was aware of the departmental monitoring
policy; and (4) disregarded monitoring and agreement
requirements. As a result, the Parish could not support
that more than $1.4 million of program costs were
eligible, reasonable, or met a national objective. In
addition, it increased the risk of fraud, waste, and
abuse.
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BACKGROUND AND OBJECTIVE

The Community Development Block Grant (CDBG) program was established by Title I of the
Housing and Community Development Act of 1974, Public Law 93-383 as amended, 42 United
States Code 5301. Under the CDBG program, the U. S. Department of Housing and Urban
Development (HUD) provides grants to State and local governments to aid in the development of
viable urban communities. Recipients are required to use grant funds to provide decent housing
and suitable living environments and to expand economic opportunities, principally for persons
of low and moderate income. In addition, each CDBG funded activity must meet one of three
national objectives listed below:

* Benefit low- and moderate-income persons,

* Aid in preventing or eliminating slums or blight, or

» Address a need with a particular urgency because existing conditions pose a serious and
immediate threat to the health or welfare of the community.

The Jefferson Parish Community Development Department administers its program using
entitlement grants received from HUD to support the development of viable urban communities
through decent housing, and expanding the economic opportunities of persons of low-moderate
income. The Parish is the third largest CDBG grant fund recipient in the state of Louisiana.
Between October 2011 and September 2013, the Parish received more than $5 million in CDBG
funds from HUD. According to the Parish, 100 percent of its funded activities met the low and
moderate income national objective.

Activities implemented by the Parish included housing rehabilitation, public service, and public
facilities and improvements or capital projects. Regarding its housing rehabilitation activities,
the Parish conducted procurements for housing rehabilitation and lead abatement contractor
services to rehabilitate properties for low-income households. For its public service activities, it
used six subrecipients to implement various projects. For public facilities and improvements
activities, it used contractors procured by the Parish’s Purchasing Department.

Our objective was to determine whether the Parish adequately supported and expended its
CDBG funds in accordance with federal requirements.



RESULTS OF AUDIT

Finding 1: The Parish Did Not Always Have Documentation to Support
Expenditures

The Parish did not always have documentation to support program expenditures. Specifically,
for five payment voucher expenditure files reviewed, the Parish did not always document
invoices, time and attendance records, supporting journal entries, or proof that resulting
payments were made to its contractors. This occurred because the Parish did not have (1)
updated written departmental procedures for its staff, (2) adequate departmental staffing levels
and (3) an efficient departmental records management system. As a result, the Parish could not
support the use of more than $1 million in CDBG funds.

The Parish Could Not Support
More Than $1 Million in
Expenditures

A review of documentation in five payment voucher files, with payments totaling
$3,496,145, determined that the Parish did not always maintain support for its
payments. Federal regulations required the Parish to adequately document costs
and support its accounting records with source documentation.” In addition, the
Parish’s departmental expenditure policy? included pay request procedures which
required it to (1) support non-payroll expenses with paid invoice or periodic bills
for service; and if unavailable, a copy of the canceled check with a written
description, and (2) support claims for salaries and wages with copies of
attendance, gross pay, pay rate time hours worked, and payroll tax records.
However, for the five files reviewed, the Parish did not have complete
documentation to support $1,039,105 in payments. See Table 1.

Table 1: Unsupported voucher payments

Payment voucher Amount paid Unsupported costs
1 $732,200 $268,380
2 469,461 21,227
3 896,671 276,045
4 757,532 242,426
5 640,281 231,027
Total $3,496,145 $1,039,105

L 2 CFR 225 - Appendix A- C (1) (j) and 24 CFR 85.20 (b)(6)

2 The Community Development Department policies.




For these payments, the Parish did not have invoices, time and attendance records,
supporting journal entries, or documentation showing that payments were made to
recipients. In addition, the Parish withdrew funds for retainage from HUD’s
Integrated Disbursement and Information System (IDIS)® and withheld the
retainage from its rehabilitation contractors’ payments. Federal and State
regulations required the Parish to remit retainage to contractors after the
completion of work.* However, as of February 2014, it had been 5 to 23 months
since its rehabilitation contractors completed work, but the Parish could not
provide evidence that it remitted the retainage. When asked about one of the
contractors, the Parish stated that it forgot to pay the contractor.

Inadequate Expenditure Policy
and Staff, and Inefficient
Records Management System

The Parish did not have adequate departmental expenditure policies or staff to
perform the accounting function, and did not have an efficient departmental
records management system. Specifically, the Parish’s departmental expenditure
policy did not match its current staffing positions. These policies included
descriptions of the staff positions and procedures for processing expenditures but
were 15 years® old and listed staff positions that no longer existed. For example,
the policy included an internal auditor position and indicated that financial
management was primarily the responsibility of the internal auditor, accountant
supervisor, and the accountant. However, the internal auditor position was not
listed on the Parish’s departmental organizational chart, dated February 2014.

In addition, the Parish did not have adequate departmental staff to process its
accounting transactions. Specifically, from 2005 through 2013, the Parish only
had one departmental employee, an accounting supervisor, to process its
accounting transactions. According to Parish departmental staff, since 2008,
staffing levels have been reduced. Further, past positions no longer existed.
Without adequate departmental staff, the Parish could not ensure that its
expenditures were adequately reviewed and documented and that payments were
processed in compliance with requirements. For example, during our review, the
Parish was under a workout plan and was at risk of losing CDBG funding because
it was not expending its funding in a timely manner and was not meeting HUD’s
required 1.5 percent expenditure timeliness test for the past two grant years.®

IDIS is the draw down and reporting system for the CDBG formula grant program. It allows grantees to request
their grant funding from HUD and report on what is accomplished with these funds.

HUD’s “Basically CDBG for Entitlements” course training manual, Chapter 16, section 16.1.3

Progress Payments and Louisiana Revised Statute 38:2248.

The Community Development Department policies were effective in 1999.

24 CFR 570.902



Conclusion

Lastly, because the Parish had an inefficient departmental records management
system, its payment voucher files were not readily accessible for audit review, as
required.” Specifically, because the Parish’s departmental accounting supervisor
did not maintain auditable documentation, the accounting supervisor had to obtain
the documentation from other sources, including the program managers and the
Parish’s general Accounting Department.? We made several requests to the
Parish’s departmental staff for supporting documentation, which took 3 weeks for
it to provide. Further, the documentation provided was incomplete.

Because the Parish did not have updated written departmental expenditure
policies for its current staff positions, adequate departmental staff levels, or an
efficient departmental records management system, it spent more than $1 million
in program funds that it could not support.

Recommendations

We recommend that the Director of HUD’s New Orleans Office of Community
Planning and Development require the Parish to

1A.  Support or repay its CDBG program $1,039,105 from non-Federal funds
for costs that lacked adequate supporting documentation.

1B.  Implement updated written departmental procedures to ensure that it has
adequate coverage for the processing of its expenditures.

1C.  Implement a records management system for expenditures to ensure
supporting documentation is maintained and readily accessible for audit.

24 CFR 85.42 (e)(1) and 24 CFR 85.42 (b)(1).
The Parish has an Accounting Department which processes all payments for the Parish after the Parish reviews
the supporting documentation.



Finding 2: The Parish Did Not Always Comply with Procurement
Requirements

The Parish did not always comply with procurement requirements when procuring contractors
for housing rehabilitation services. Specifically, a review of six housing rehabilitation contractor
procurement files determined that for two, the Parish did not always maintain departmental
supporting documentation showing that it (1) conducted a cost or price analysis, (2) performed
an independent cost estimate, or (3) ensured full and open competition or justification otherwise.
In addition, the Parish did not always maintain (1) departmental records sufficient to detail the
significant history of procurement, such as contractor selection or rejection, and the basis for the
contract price, and (2) a current departmental pre-qualified bidders list. These conditions
occurred because the Parish lacked complete written departmental procurement procedures. As a
result, the Parish could not support that $267,497 spent on 16 procured contracts for two
contractors were cost reasonable.

The Parish Could Not Support
$267,497 in Contract
Expenditures

A review of six housing rehabilitation contractor procurement files, with 43
associated contracts and payments totaling $784,205, determined that the Parish
did not always comply with procurement requirements. To support the cost
reasonableness of contract payments, Federal regulations required the Parish to
maintain documentation showing that it performed independent cost estimates and
costs analyses,” and ensured full and open competition, or provide justification for
not doing s0.'® However, for two contractors, with 16 associated contracts and
payments totaling $267,497 (See Appendix B), the Parish did not have
departmental independent cost estimates, cost analyses, or justification for the
lack of full and open competition. See Table 2.

Table 2: Procurement deficiencies

Number of Total
Contractor Name contracts/type payments
Louisiana Services and Contracting | 14 (lead abatement) $199,840
Company (LASCO)
LASCO 1 (housing rehabilitation) 53,950
Prestige Facility Maintenance 1 (housing rehabilitation) 13,707
Total 16 $267,497

® 24 CFR 85.36(f) 1.
10 24 CFR 85.36(c) 1.



According to the Parish, it did not perform a departmental cost estimate for any of
the 14 LASCO lead abatement contracts because neither the staff nor its
contracted inspector had experience in the lead abatement area and relied on the
bid responses that came in for the procurements to establish a basis for contract
price. However, of the 14 procured contracts, LASCO was the only contractor to
bid on 12, showing no cost reasonableness review had been performed.

As related to full and open competition, the Parish’s departmental lead abatement
pre-qualified bidders list only included two contractors. When asked, the Parish
indicated that LASCO was the only contractor willing to perform lead abatement
and the replacement of exterior items, which was often needed for the CDBG
housing rehabilitation activities. However, the Parish did not have departmental
documentation to justify why it did not ensure full and open competition or seek
other contractors in the event that only one bid had been received.™

In addition to the departmental files lacking adequate documentation to support
cost reasonableness, the files also lacked award letters showing contractor
selection or rejection, and review that the contractors were not debarred, as
required.** According to the Parish, it did not conduct departmental debarment
reviews. The Parish stated that it maintained a departmental pre-qualified
bidder’s list. However, as of March 2014, the Parish had not advertised for
prospective housing rehabilitation contractors for its departmental bidders list
since December 2010 and could not recall when it last advertised for lead
abatement contractors. Therefore, the listing was not current, as required.*®

Incomplete Procurement

Procedures

Conclusion

The Parish lacked complete written departmental procurement procedures to
ensure that it conducted all required steps when procuring its housing
rehabilitation contracts. The Parish provided departmental bid letting and
opening procedures for the sealed bid procurement method. However, the
policies did not have procedures for other procurement methods, requirements for
updating its pre-qualified bidder’s listing, procedures for debarment review,
maintaining procurement records, or conducting cost or price analyses and
independent cost estimates.

11
12
13

24 CFR 85.36(c)1
24 CFR 85.36(h) 9.
24 CFR 85.36(C) 4.



Because the Parish did not have adequate departmental procurement procedures,
it could not support that $267,497 spent on 16 procured contracts for two
contractors was cost reasonable.

Recommendations

We recommend that the Director of HUD’s New Orleans Office of Community
Planning and Development require the Parish to

2A.  Support the cost reasonableness of the 16 contracts or repay $267,497 to
its CDBG program with non-Federal funds.

2B.  Implement written departmental procedures that include all procurement
requirements.

2C.  Implement written departmental procedures to maintain and update its pre-
qualified bidder’s list.



Finding 3: The Parish Did Not Always Provide Adequate Oversight for
its Subrecipients

The Parish did not always provide adequate oversight for its subrecipients. Specifically, the
Parish did not always (1) have support showing that it met its national objective for projects
carried out by its subrecipients, (2) monitor its subrecipients on a consistent basis, and (3)
include all required elements in its subrecipient agreements. This occurred because the Parish
(1) relied on its subrecipient to maintain documentation to support its projects without verifying
the adequacy of the documentation, (2) did not ensure that departmental staff was aware of the
departmental monitoring policy, and (3) disregarded departmental monitoring and agreement
requirements. As a result, the Parish could not support that $93,975 in CDBG funds expended
on three projects met an eligible national objective and put CDBG funding at an increased risk
for fraud, waste, and abuse.

The Parish Did Not Always
Provide Adequate Oversight

The Parish did not always provide adequate oversight for its subrecipients.

Federal regulations required the Parish to maintain evidence that each of its
activities met one of three national objectives.** However, the Parish could not
always provide support that departmental activities carried out by its subrecipients
met a national objective. Specifically, for three of the four activities reviewed, the
subrecipients did not have adequate support that $93,975 was spent to assist low
and moderate income participants. As shown in Table 3, the documentation did
not support the participants’ income or the number of participants reported to
HUD in the Parish’s 2011 and 2012 Comprehensive Annual Performance and
Evaluation Report (CAPER)™. See Table 3.

Table 3: Assisted persons reported in CAPER versus documentation

New Hope Adopt a School $24,975 24 0
Responsibility House Supportive 30,000 17 15 10
Housing

Healing Hearts Family 39,000 45 12 9
Counseling

Total $93,975 105 51 19

" CFR 570.200(a) (2).

> CAPER is a report in which the Parish reports the accomplishments and progress made toward their
consolidated plan goals for the prior year. The consolidated plan, which may have a duration of between 3 and
5 years, describes the jurisdiction’s community development priorities and multiyear goals.

10



For example, regarding the Adopt a School activity, the subrecipient could only
provide a list of names showing that it assisted 24 of the 43 participants and could
not locate any supporting income documentation showing that the participants
were low and moderate income.

The Parish Did Not
Consistently Monitor
Subrecipients and its
Agreements Lacked Required
Elements

Although required to monitor and assure compliance with Federal requirements,®
a review of the Parish’s departmental monitoring activities for 12 subrecipients
between October 2011 and September 2013, determined that it had not monitored
5. In addition, the subrecipient agreements for six did not include all required
elements,*’ such as a schedule for completing the work, provisions related to all
Federal laws and regulations, how program income would be used, and reversion
of assets requirements. Parish departmental staff agreed that, although required, it
had not monitored some subrecipients consistently. However, although they had
no formal monitoring report documented, it had indirectly monitored the
subrecipients by reviewing expenditures or performing rehabilitation site visits.

The Parish Had Procedural and
Internal Control Weaknesses

The Parish had departmental procedural and internal control weaknesses.
Specifically, Parish departmental staff stated that it relied on its subrecipients to
maintain documentation to support that a national objective was met. However,
Table 3 above shows that the subrecipient had not maintained sufficient
documentation. In addition, although the Parish provided a written departmental
monitoring policy, departmental staff was not aware of the policy. Regarding the
elements required in the subrecipient agreement, the Parish’s departmental
monitoring policy required it to review record-keeping, reporting and financial
management, labor standards, fair housing and equal opportunity, acquisition and
procurement requirements, and all other contractual requirements, during contract
negotiations, to ensure that the subrecipient is informed of its duties and
responsibilities under the terms of the agreement. After an agreement is signed,
the policy required an annual monitoring review of these requirements. However,
the policy did not require these elements be included in the written agreement,
which is required by Federal regulations.

16
17

24 CFR 85.40 (a).
24 CFR 570.503(b).

11



Conclusion

Providing adequate oversight to subrecipients and ensuring that subrecipient
agreements include all required elements would ensure that subrecipients
maintain appropriate documentation, meet one of the national objectives, and
follow all requirements. In addition, since the Parish used subrecipients to carry
out some of its activities, the Parish should ensure that its staff is aware of its
departmental monitoring policies and ensure that it adequately monitors
subrecipients.

As a result of its departmental procedural and control weaknesses, the Parish
could not support that $93,975 of CDBG funds spent on three projects met an
eligible national objective, and put its CDBG funding at an increased risk for
fraud, waste, and abuse.

Recommendations

We recommend that the Director of HUD’s New Orleans Office of Community
Development require the Parish to

3A.  Support the data reported in the CAPER regarding the three projects or
repay to its CDBG program $93,975 from non-Federal funds.

3B.  Implement departmental procedures that ensure that adequate
documentation is maintained to support that funds are used to meet a
national objective.

3C.  Implement written departmental monitoring procedures and controls to
ensure that staff periodically monitors subrecipients, to include ensuring
that subrecipients maintain adequate records.

3D.  Implement written departmental procedures to ensure all required
elements are included in subrecipient agreements.

12



SCOPE AND METHODOLOGY

We conducted our audit at the Parish’s office in Jefferson, LA, and the HUD Office of Inspector
General’s (OIG) office in New Orleans, LA, between February and August 2014. Our audit
scope covered the Parish’s CDBG program for the period October 1, 2011, through September
30, 2013. We expanded the scope as necessary to accomplish our audit objective.

To accomplish our objective, we

e Reviewed relevant laws, regulations, and program guidance.

e Reviewed the Parish’s organizational structure and written policies for the program.

e Reviewed the Parish’s audit reports, HUD monitoring reports, grant agreements, and
action plans.

e Interviewed Parish staff.

e Reviewed the Parish’s national objectives, financial management system, administrative
expenditures, and program income.

e Reviewed the Parish’s subrecipient agreements, monitoring documentation, procurement
files, and program expenditures.

Using a universe of 11 IDIS drawdowns, totaling $5,956,817 as of September 30, 2013, we
selected a non-statistical sample of five vouchers with the highest dollar value, totaling
$3,496,145, to review at least 50 percent of the funding within the audit scope. We performed a
complete expenditure file review for the sampled drawdowns to determine whether the Parish
adequately supported and expended its program funds. Through the file reviews, we assessed the
reliability of the computer-processed data and determined that the data were generally reliable.

Using a universe of 14 housing rehabilitation contractors, with a total of 52 contracts® and
expenditures totaling $1,004,134 as of September 30, 2013, we selected a non-statistical random
sample of 6 contractors with 43 contracts to determine whether the Parish adequately procured
its contracts and ensured that its expenditures to those contractors were reasonable and
necessary. These contracts were procured directly by the Parish’s Community Development
Department. We did not assess any computer-processed data regarding the procurement review
because we did not rely heavily on computer data to conduct this review.

Using a universe of 13 projects from the 2011 CAPER and 8 projects from the 2012 CAPER, we
selected a sample of two projects from each CAPER. We reviewed the support for the data
reported in the CAPER for the projects to determine whether the Parish ensured compliance with
its national objectives. We did not assess any computer-processed data regarding the national
objective compliance review because we did not rely heavily on computer data to conduct this
review.

8 Some entities had multiple contracts during the audit period.

13



We reviewed the Parish’s monitoring files and associated agreements for its 12 subrecipients that
administered 15 activities to determine whether the Parish monitored them and included all
required elements in the associated subrecipient agreements. We did not assess any computer-
processed data regarding the monitoring and agreement reviews because we did not rely on it.

We conducted the audit in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objective. We believe that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objective.

14



INTERNAL CONTROLS

Internal control is a process adopted by those charged with governance and management,
designed to provide reasonable assurance about the achievement of the organization’s mission,
goals, and objectives with regard to

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

Internal controls comprise the plans, policies, methods, and procedures used to meet the
organization’s mission, goals, and objectives. Internal controls include the processes and
procedures for planning, organizing, directing, and controlling program operations as well as the
systems for measuring, reporting, and monitoring program performance.

Relevant Internal Controls

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

e Effectiveness and efficiency of operations: Policies and procedures in place
to reasonably ensure that program activities were conducted in accordance
with applicable laws and regulations. Specifically, policies and procedures
intended to ensure that the Parish complied with Federal regulations in
administering its CDBG program.

e Relevance and reliability of information: Policies and procedures in place to
reasonably ensure that expenditure and procurement errors were reduced, and
that subrecipient oversight was provided.

e Compliance with applicable laws, regulations: Policies and procedures in
place to reasonably ensure that appropriate expenditure documentation was
obtained and maintained, it conducted all required steps when procuring
contracts, and it provided adequate oversight to its subrecipients.

We assessed the relevant controls identified above.

A deficiency in internal control exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their
assigned functions, the reasonable opportunity to prevent, detect, or correct (1)
impairments to effectiveness or efficiency of operations, (2) misstatements in
financial or performance information, or (3) violations of laws and regulations on a
timely basis.

15



Significant Deficiencies

Based on our review, we believe that the following items are significant deficiencies:

The Parish did not have adequate written departmental accounting procedures
and file management systems in place to ensure that the appropriate
documentation was obtained and maintained. (Finding 1)

The Parish did not have adequate departmental staffing levels to ensure that
the expenditures were adequately reviewed and filed. (Finding 1)

The Parish did not have adequate written departmental procurement
procedures to ensure that it conducted all required steps when procuring
contracts. (Finding 2)

The Parish did not provide adequate departmental oversight to its
subrecipients to ensure that they (1) were monitored consistently, (2) included
all required elements in the subrecipient agreements, and maintained
documentation to support their projects. (Finding 3)

16



APPENDIXES

Appendix A
SCHEDULE OF QUESTIONED COSTS
Recommendation Unsupported 1/
number
1A $1,039,105
2A 267,497
3A 93,975
Total $1,400,577
1/ Unsupported costs are those costs charged to a HUD-financed or HUD-insured program

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

17



Appendix B

AUDITEE COMMENTS AND OIG’S EVALUATION

Ref to OIG Evaluation Auditee Comments

JEFFERSON PARISH

DEPARTMENT OF CommumTy DEVELOPMENT

N [ EPTTARES ERET

[oEl F, Youss, |k

Panrsim PRESIDENT Dereica . Hiagiy

I EcTT

Sepiember 18, 3012

U. & Depanmant af Houging and Likan Deselepment
AlEn: R, Tracey Carmey, OPA, CHE

Azzishand Reglonal Inspecion General tar Audn

M Orlsans Fidd Qe

Hale Bopes Federal Bulding

500 Poydras Street, 11th oo

Mo Cirieans, LA P E0-3r9

Re: Draft Repor, lelfersan Pasish, LA Dapartaesd af Communily Develapment Did Mot Sheays Support Expandduras, Comply
with Prodgramist Requeements, or Provide Adequate Owersight of Subrecigients.

Daar Mr. Kirklasct

Thard yau for your deal sepert dated Septembes 10, 2004 detaling the regent sudd of Jefferson Parish Commaunity
Bemlopment Block Srant (C0BG] for the period of October 1, 2011 to September 30, 2003, We appreciate your comments
and recommendations. The attachments ta this [eter provide tha Parsh's resporss 1o Chis arall Fagan

The findings of this deaft report dio concern us, thus we plan to sddress each bsue indetall. However, we are pleased, but
not swprised, trat res ineligible of unalowvabde costs wens Teund a5 the Parth i defcated 1 pdvasistrating all oI our Bedarsl
programs, and paticularly the HUO programs, in sthict sccordance bo all spplicable requirements. We contend that the
pragram is cperatesd within the paramaters of the federal requiremeris with grocesses and procsdures to olimBate Taid,
wiaste or abusea.

We are e, gt these response D2 serously considered belore thed Esuancos of the final report 25 we el we cn
J coatpdnd sliminace all condams

= - -
h'_E.LH:_#_ﬂ_.Birm;r
Commurity Development Deparimaent

AIEEC T
Cwerall Obsaraatias and Comiments, Respanse ba Findings Mos. 1, L ond 3
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Giarald Brklaesd
Cheryl & Dreaus
Deborah G Cage
Drarryd Weard

[osEry 5. YENsn BLoG - 1211 ELanon PARE BLVD - SUTTE B - [EFPERSON, LOUBLUS 135 - Drmce SMOT3RG2ED
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Comment 1

Comment 1

Comment 1

Comment 2

Commesis 1o the QLG Audil for Jefferson Parish Depariment of Comeurity Diselapment, Sspiember 19, 2012

Dverall Observations and Comments;

We appreciate any recommendations that could result in improvements towards documentation
and efficiency. All such recommendations and findings &z listed in this draft report will be taken
0 comsideration ta improve our ability to better respond to in-depth andits while confinuing our
servies 1o Jefferson Parish residents,

However, to clarify the majority of e findings have only one of the perceived deficiencies, (i.e.
either inadequale documentstion or inndequate procurement requirements or inadequate
oversight of subrecipients), with e provigion of insulficient documents to justify expenditures,
comprising the greater part of the findings, ie. the documentation was nat resdily availible
within the departmezm.

Tl Parish’s Accounting Department is the primary depository of these documents which is
physically located in Grema, LA, approimalely twelve miles from where the Jeffersen Parizh
Diepartenent of Community Development {JPCDY is located, TPCD did not haove staff available
(us concurred by the aoditorh o manwally search for the documents in this system while
congurmrertly having te continue 10 masage and administer on going funded nctivities, It s
mmpartant to nate that during the time frame of the aadit, JPCD sialf did meet the CORG
timeliness goals with the expeaditure of ever 4.3 million in finds. Also, during the fime frame,
several ather awdits were i progress (State CDBG, Sate ESG, Federal ESG, ete), as well as
infermal O1G requesis and public information requests, all requining extensive time to produce the
decumentation requested.. The same staft members were required to supply most of tse requined
documenis,

We ackpowledge that the parish’s sccounting system moy nesd improvensenis for fhe retrieval of
the documents, but JPCD camnod independently cstablish new procedures (cost prokibitive as
well o5 not allewable under its Parish Code of Ordinance or Charter), A more detiled
discisslon of this izzue i found in Finding Mo, 1,

In summary, the Departient of Commaity Development 15 not an entity of itself; it is in foct o
part of Jefferson Pasigh, therefore it deoes not duplicate porish procedures, bul will supplemens
these procedures to implement any fideral requiremsents ped normally required with parish
funding. Aoy ln-beuse producers are simply a part of the Parish’s procedures, porticularly
regarding accounting and procuremen.

Alse worth mentionmg 15 the fact that the Parish Accoumting system has been audited ai least
annunlly for “regular” accounting purpeses, and more for special programs, with the result s
thers was not any fiedings regarding its Failure to adbere o be requirements of 4-133.

Further information regarding the recommendation o0 implement written proccesses for
expenditupe procupement and momitesing proceduses are addressed in esch af the Findings
bzl
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Comment 3

Comment 4

Comment 5

Comment 4

Comment 4

Comments to the O.LG. Audit for Jeffersoe Parish Degartment of Community Oevelopment, September 19, 2044

Finding Mo, 1:
= Suppart or Bepay its CDBG program 514 million from non-feder] funds

Wi contend that no payments were made that did not have e necesary documentation. The
findings regarding insufficient documentation for payments is the result of the fact that most aof
these decuments are kepd in the main accounting department of Parigh, and have 1o be manually
resgarched and copied.  This time consuming task resulied in our inability to provide tmely,
camplele documentation,

In additten, JPCD will appoant eoe person whe will directly be responsible for supplying the
remainder of the needed suppart documentation for the expenditare. 10 s anticipated that all of
these sugport documentation should be available no later than Decermber 31, 2004, b our poal
ig b0 have i completed by Owiaber 31, 2014,

In the meantime, we are aitaching, via e we of & #ip deve, the required documentation the
shauld clear up approximaltely 0% of the questianed cost

We concur with the statement that the department did nod hove adeguate staffing levels
cspecielly when considering the increased work losd necessary with the wdisibon of
approximately £75 million in additional funding (three hurricane dissster grants, as well s the
ARRA funding] during the ime being audited. T belp rectify the problem, within the las von
vears o Account Clesk was hired who was later promsoted e Accountamt, while another
Account Clark was bired. An additicnal Accountang is currently being hired to assist with the
Disaster pragrams which will azsist in allevisting the cumrent staff,

We disagres that no accounting procedures are in place and we are aftnching the cument
procedures; however, a review of these processes and procedures will be undertaken with other
pertinent staff and departments. The Director of Conumunily Development has already initinosed
a meeting on this subject with the Accounting Department,  JPCD has instituted 6 policy [since
labe 20130 whereby all supporting documertation is scanmed and flled electronically.  This
process chould ease the retrieval of expesditure support documents,  Concurrently, the
depariment i5 estblishing ¢lectronic files for ench project which will bave all of tbese scanned
documents available for casier rewieval.  Sinulianecusly, we will work with the sccounting
deparimsent te institute & methad wherehy the department will be able to receive an elestroalic
caopy of the cancelled check for cach item purchased eupensed. Lastly, we have issued o Reques)
for Fropasals te provide Technieal Assistance ta JPCI which will include a review of existing
processes ardd procedures and drdiing those that do ned exist,

Percelved arsd real problems associated with in-house sccounting for preparing and completing
draws in 1115 hes already been changed 0 a process whereupon the program manapger will make
ilwe pequeest to do the draw dovwm o assure conststency with HUD requiressents fior a draow within
14y days, Accoumting will then prepare the dmw and will include all supporing documentation
and place all of the support decumentaticn in o separnbs electronic fike for drws whicl shall be
keep chronologically. Accounting siaff will sotify the program manager of the DS voucher
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Comment 4

Comment 6

Comment 6

Comment 6

Comment 3

Comment 6

Commants ta tha 016 &udit Tee JaWergen Pargh Depariment of Commumity Development, September 19, 2004

number, date and amount with this fo be scanned by the program manaper into the clectronic
project file.

Alsa being considersd as an additional safeguard to prevent draws foe which there has mist been o
paymenl, prapects with retamnages may be fimded only up o the amourd without the retinage.

Aneiler consideration i3 the appointment of & progect manager for administrative and other such
program delivery cost (presently it is done by the chief necountant) to assurs that drews will have
the reqquired decumeniation. This person will work with e payroll clerk and therefiore, for each
paymenl and subsequent draw, Gme and attendance, hourdy wages, and oiber reguired
documeniation for salaries and supplice will be under one person and shall be alectronically filed
3 well 23 keep hard coples of each transaction,

Finding MNa. I:

= Process to maintnin and wpdate the Parish®s pre-gealified bidder's s

The current process was approved as a resolt of meetings with HUD, TPCD and Purchasing sinff
approximately 15 years ago.  Therefore, the procurement requirements used by the in house
Rehab sinft was one that was mandated by HUD and received the comcurrence from 1he Pansh's
legal and purchasing departssants. 11 was established 10 amure a Faster response far completing
rehabs in n cosi efficient manner. This HULD approved process proved especially usefal afler
Hurricane Eatrina due to the unavailabilicy of many contractors.  Using this process, we have
aalictted additenal bidders @0 add io the List on =everal occasions. The Jefferson Parish Cogneil
also approved this process.

More recently, JFCD has been working with the Parish Purchasing Department and Parish
Mftamey’s Office to updnte pur in-house process far the procuremend of the pre-bidders lis, AL
A recent a preseniation by JPCD to the Purchasing Depariment and the Pansh Attamey s Office
im August 2004, statf browght the d:rmrlmn:nu up ta date om the current process The [h:-parmlc-nt
i5 therefonz, working with its Purchasing depariment {if i2 pow walting on it recommiendalions)
Omnee received, new procedunss wall be written and supplied to the lecal HUD office.

While the auditer was bere, in May, another salicitation of the lesd conirsetor was undertaken by
s1afl through an adverisement for theee weeks in local newspapers. The office did not recoive
oy responses, Therefore, we are secking best proctices ond other avenues fo incrense poazble
paricipation from the private marken,

We are nitoching the annlysis done for this purpose = previous analyses are in our Gles. Lo is
ewident from these efforts tat TPCT did mere than due diligence 10 increase compeiitiaon and
pravide rezsonable costs for the services.

The uwse of RESPEC as a sofiware estimating program assures that bids are within a speeific cos
ranges.  Unfortunately in segacds o be Lesd Based Paiol requirements {where heme is no
safivwere for this estimation), the Parish relies on a price amalvsis performed by a coertified lesd
inapector.  The nanire and technicality of these lead reguirements to inclods nod only the
abatement tisell, but alse the removal and dispasal requinaments made the koowledge mare
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Comment 3
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Comment 3

Comment 7

Comment 7

Comment 7

Comment 7
Comment 3

Correneris 10 the CULG, Audt for Jefferson Parish Department of Community Dewdopment, Saptermiber 15, 2004

specinlized. In the past. CD had a staff of gualified bead inspeciors and nsk assessors who have
retited or did mot ceturn after the stoom. The staff member thet is presently responsible for
heusing rekab praject is scheduled 1o atbend class in Octaber of this year with the anticipation of
obinining a lead inspector certification. The advertisements fior hidders, copies of notification of
bid let sent by e-mul that wes sent in addition o regalar mail in an effort 0 increass
participation.

Therefore, we request that finding Mo. 2 be cheared o this time.

Finding No. 3

#  The Parish did net always provide adequate oversight for its subrecipienis

We have supplied the necessary supperting decumentation for all of the subseeipient, except
tew Hope CDC wha is declaring bat the files were given to the fosmmer directar (axl we campal
locade these files). We bave requested a notarized staiensent from the subrecipient, This is
expecied in the near future. This was necessary as the ste (school) where this program was
comcdscted closed wery shortly after the end of the program, by the Jefferson Parish Schol
Board. Thus, it was aeeessary that the subrecipient quickly move all files. He made the decizsion
tir being them divectly o JPCT.

This pragram was gearsd towards froubled and #t-risk youth, It was lecated inoa severely low
income neighborheod {with loa'mod population of over 3% and a poverty rabe of 40%) and
servad very low incems students, These students whio were selected for the Mew Hope program
were deemed =ome of the mest challenged within the population of an already disadvantagpsd
pepualation  of  studentz. These student  were  economically,  academdcally.  socinlly,
peyeholegically dizsadvantaged yowth.

Therefone, JPCD eould have met the kw'mad critetin by decumnenting the natare and lecation of
the program, [as apposed Lo mcome verification] amd the progrom wouald have met the
requirements.  The number of cliznt”s recorded as 19 in the draft was the numbser frem a roster
that the school board provided, unfortunately, this mster was for only ons of the sessions, nou all
of them done under this program. Therefore, we were umable 1o get the entive |is1.

The wse of subeeceipiemts to maimain documentation supporiing insame awd national complinnee
has boen an establlshed procedure since the Implementation of the program with the
requirements that five wears (more than the required three years) after the complaion of the
program was due o the lack of stomage capscity. The Parish also demands that, should the
subrecipients nod be able 1o camply with this regquiremeant, they notify the JPCD for cur abdnining
of the files, Mew subrecipient monitoring procedures will hawe a section for the monitor to
address where the files are stored, with documentation to include photos, locatien, and
certification.

Therefenes, we did pet disregasd moaitoring and agresment roquinements. All subs ans moeanitored
continucusly throughout the year with one on-site visit. We are attaching copies of the process,
manitering letters and adher support documemation. Duoe to the nature and lecation of ibe New
Hope program and due to the previeusly supplied documentation for fee other subrecipients, this
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has proven that all of the clients served were indeed eligible and e natlosal objective was met
i all cases,

Therefore we request that finding M. 3 be eleared at this time,
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Comment 1

Comment 2

Comment 3

OIG Evaluation of Auditee Comments

The Parish asserted that it (1) did not have departmental staff available to
manually search for the documentation, (2) had several other audits during the
same timeframe where departmental staff were required to supply documents, (3)
cannot independently establish new departmental procedures, but acknowledged
that its accounting system may need improvements for the retrieval of documents,
and (4) is not an entity of itself and does not duplicate Parish procedures.

According to its CDBG grant agreement with HUD, the Parish was required to
comply with all applicable laws and regulations in distributing funds provided
under the agreement. This included having documentation pertinent to the grant
available for audit review. Having a lack of departmental staff and several
ongoing audits simultaneously did not relieve the Parish of this responsibility. In
addition, as discussed in finding one, during our audit, the Parish provided
departmental policies and procedures, which included staff roles and
responsibilities and expenditure procedures. Therefore, to assert that the Parish
cannot independently establish departmental procedures and that it is not an entity
of itself is contradictory to the departmental policy provided during the audit and
its statements in the response related to departmental processes it is implementing.
Therefore, we stand by our original conclusions and recommendations.

The Parish stated that it had been audited at least annually for “regular”
accounting purposes, and for more special programs, with the result that there
were not any findings regarding its failure to adhere to the requirements of A-133.
We audited the Parish’s departmental controls and processes over the CDBG
program rather than regular accounting purposes. In addition, OIG conducts
independent audits and the conclusions reached by other audit entities may differ
due to various factors, including potential differences in the scope of the review.
As such, we stand by our original conclusions.

With its written response, the Parish provided additional documentation in an
effort to support questioned costs related to the (1) five voucher files reviewed,
(2) cost reasonableness for two of its contractors as well as bid advertisements
and debarment reviews conducted outside of our audit period, and (3) projects
administered by its subrecipients required to meet the low-to moderate income
national objective. We initially requested documentation in March 2014, and then
notified the Parish on multiple occasions thereafter that the documentation had
not been provided. Additionally, the documentation is voluminous. Thus, we did
not assess its validity or adequacy. The Parish will need to provide the
documentation to HUD for its review during the audit resolution process. We did
not include the documents in this report, but they are available for review upon
request. We did not make any revisions to the report based on the
documentation.
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Comment 4

Comment 5

Comment 6

Comment 7

The Parish concurred that it did not have adequate departmental staffing levels
and indicated that it hired additional staff. It stated that it has instituted a
departmental policy, whereby all supporting documentation is scanned and filed
electronically in an effort to ease the retrieval of expenditure support documents.
The Parish also stated that it has instituted a process where its departmental staff
will make drawdown requests to assure consistency with HUD requirements for
drawdowns within 120 days, maintain documentation, and considered other
processes and procedures to improve its drawdown process. We acknowledge the
Parish’s efforts towards resolving these weaknesses.

The Parish disagreed that no accounting procedures were in place and stated that
it provided its current procedures with the response. Our report did not conclude
that there were no accounting procedures in place, but that the Parish did not have
an adequate departmental expenditure policy. In addition, the additional support
documentation provided with the response did not include the current procedures.
Therefore, we stand by our original conclusion.

Regarding its procurement processes, the Parish asserted that the departmental
procurement procedures used by its staff was mandated by HUD and received
concurrence from the Parish’s Legal and Purchasing Departments. It also stated
that it had recently been working to update its in-house process for procurement
of the pre-bidder’s list and planned to develop new procedures as well as seek
best practices to increase participation from the private market. Based upon these
efforts the Parish asserted that it did more than due diligence to increase
competition and provide reasonable costs for the services The Parish further
explained that the Parish relied on price analyses performed by a certified lead
inspector but these inspectors or risk assessors have retired or did not return after
the storm. Thus, the staff member presently in charge of housing rehabilitation is
anticipated to obtain a lead inspector certification in October of this year. Based
upon these comments, the Parish requested that finding 2 be cleared.

While we acknowledge the Parish’s efforts, the Parish has not yet (1) revised its
departmental procurement policies to ensure all procurement requirements
outlined in 24 CFR 85.36 are met, (2) updated its departmental pre-bidder’s list,
and (3) obtained specialized departmental staff to conduct cost reasonableness
analyses for lead inspections. Therefore, we did not clear the finding and stand by
our original conclusions and recommendations.

The Parish stated that the Adopt a School program was located in a severely low
income neighborhood and was geared toward troubled and at risk youth who were
economically, academically, socially, and psychologically disadvantaged. It
asserted that it could have met the low-mod criteria by documenting the nature
and location of the program as opposed to income verification and the program
would have met the requirements. However, based upon (1) conversations with
the departmental staff, (2) its 2011 CAPER, and (3) the subrecipient agreement(s)
requirements, income verification was the means of determining the low to
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moderate income status for this program and not its nature and location. Thus,
supporting income verification documentation should have been obtained and
maintained.

In addition, the Parish asserted that it did not disregard departmental monitoring
and agreement requirements and that all subrecipients are monitored continuously
throughout the year with one onsite visit. It attached copies of the process,
monitoring letters and other support documentation with its response. However,
this documentation was the same documentation provided during the audit, which
was deemed insufficient. In addition, some monitoring letters were outside the
scope of the audit. The Parish did not provide any documentation supporting that
it did not disregard the subrecipient agreement requirements. Based upon the
previously supplied documentation for the other subrecipients, the Parish asserted
that it had proven that it had met all of the requirements and requested that finding
3 be cleared.

Due to the deficiencies that remain, as explained in the previous paragraphs, we

did not clear the finding and stand by our original conclusions and
recommendations.

26



Appendix C

QUESTIONED HOUSING REHABILITATION CONTRACTS

6/27/2013 9/1/2013 $ 37,985 $37,985
3/22/2012 4/21/2012 1,795 1,795
3/22/2012 4/21/2012 7,070 7,070
5/13/2013 7/1/2013 22,270 22,270
4/23/2012 6/26/2012 1,140 1,140
5/13/2013 6/13/2013 975 975
9/24/2012 10/24/2012 34,282 34,282
LASCO (lead abatement contracts)
3/26/2012 4/25/2012 23,178 23,178
9/24/2012 11/23/2012 32,606 32,606
3/1/2013 4/30/2013 1,390 1,390
8/22/2013 10/27/2013 2,195 2,195
4/18/2012 5/24/2012 3,285 2,956
10/11/2013 11/16/2013 2,095 2,095
9/24/2012 10/24/2012 29,903 29,903
LASCO (housing rehabilitation contract) 5/18/2011 11/19/2011 53,950 53,950
Prestige Facility Maintenance Service 216/2012 | 1212212012 13,707 13,707
(housing rehabilitation contract) ’ ’
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