Audit Report

14-06 Housing Development Division

OFFICE OF THE CITY AUDITOR
COLORADO SPRINGS, COLORADO

April 2014

Purpose

The purpose of this audit was to review the internal controls related to
planning, oversight, and reporting processes for grant funds at a high
level. Our review period included activities related to the 2009-2012
grant program years through June 30, 2013.

Highlights

We concluded that the Housing Development Division’s (HDD)
planning, oversight, and reporting processes needed improvement in
some areas. We identified eight observations and have listed our
recommendations for each. We also included one opportunity for
improvement in the following report.

Key observations from our review included:

e Significant unspent funds from previous years.

e 5$1.625 million of commitments reported to HUD without required
executed agreements.

e Lack of segregation of duties in some program areas.

e One HOME program commitment reported to HUD appeared to
misrepresent the contract award amount.

The City of Colorado Springs Housing Development Division (HDD)

manages the Federal Block Grant Funds granted through the federal
(Continued on page 2)

Management Response
Management was in general agreement with the recommendations.
See the report for detailed responses.

Recommendations

1.

HDD management should
develop or ensure development
of a project tracking system and
work with City Administration to
develop reports.

HDD management should
develop policies and procedures
that only allow funds to be
committed after agreements are
executed and that maintain
appropriate segregation of
duties.

HDD should use policies and
procedures to ensure review of
data prior to reporting to HUD,
that committed funds are
properly supported, and duties
are appropriately segregated.

The City should transfer receipts
processing to City Finance and
revise policies and procedures
accordingly. HDD should plan
grant expenditures with an
allowance for periodic program
income to ensure compliance
with HUD spending
requirements.

HDD should ensure that grant
funds are fully utilized for their
specified purpose.

HDD should establish procedures
to ensure internal reporting

(Continued on page 2)
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(Highlights continued from page 1) (Recommendations continued from page 1)
systems reconcile to the HUD
system and maintain supporting

Housing Development Division Available Funds documentation for the
Consolidated Annual Performance
Year CDBG HOME ESG Total and Evaluation Report.
2009 $840,083 $840,083 7. I-!DD should standardize contract
signature pages to allow for
2010 $902,679 $902,679 individual dates on each signature

line. The signature page should
state the contract award amount
along with a description or contract
number as a unique identifier.

2011 $696,166 | $1,086,615 $63,636 | $1,846,417

2012 $2,323,334 $878,051 $104,940 | $3,306,325

8. City Administration should work
Total |$3,019,500 | $3,707,428 | $168,576 | $6,895,504 with City Council to review the
Affordable Housing Committee’s
purpose and scope of work.

Housing and Urban Development agency. These funds include:
Community Development Block Grant (CDBG), HOME, and

Emergency Solutions Grant (ESG). For the 2013 program year, the Opportunities for Improvement
Housing Development Division was awarded a total of $3.65 million 1. HDD should consider alternatives
for all three programs. The CDBG, HOME, and ESG programs to efficiently and effectively
received an allocation of $2.5 million, $984,217 and $169,494, process, track, and report

respectively. The chart above shows available funds from program department activities.

years 2009 through 2012 for each grant program.

City Council’s Office of the City Auditor
City Hall ¢ 107 North Nevada Avenue ¢ Suite 200 ¢ Mail Code 1542
Colorado Springs CO 80901-1575
Tel 719-385-5991 ¢ Fax 719-385-5699 ¢ Reporting Hotline ¢ 719-385-2387
www.SpringsGov.com/OCA
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