AGENDA
Meeting Date = CONSENT
12/5/2017 rems
No. II.D. 1.
AGENDA REPORT
BREVARD COUNTY BOARD OF COUNTY COMMISSIONERS
|
SUBJECT: Acceptance and Approval, Re: Community Development Block Grant (CDBG) Program

Audit Report; Contract Compliance Review Report (Janitorial Services/Facilities and
Stadium Lease/Tourism Development Office); Half-Cent Sales Tax-Save the Lagoon
Project Status Report and the Golf Course Operations-Financial Analysis and Breach of
Contracts Audit Report.

DEPT/OFFICE: County Manager’s Office

Requested Action:

It is requested that the Board of County Commissioners accept the Audit Committee’s Community
Development Block Grant (CDBG) Program Audit Report; Contract Compliance Review Report (Janitorial
Services/Facilities and Stadium Lease/Tourism Development Office); Half-Cent Sales Tax-Save the Lagoon
Project Status Report and the Golf Course Operations-Financial Analysis and Breach of Contracts Audit
Report.

Summary Explanation & Background:

The Internal Auditors completed and presented the following reports to the Audit Committee on November 1,
2017. All reports were unanimously accepted and recommended to the Board of County Commissioners.

Community Development Block Grant (CDBG) Program Audit Report and the Contract Compliance Review
Report (Janitorial Services (Facilities) and Stadium Lease (Tourism) are organized as follows:

A. Executive Summary

B. Background

C. Objectives and Approach

D. Observations Matrix

Half-Cent Sales Tax — Save the Lagoon Project Status Report is organized as follows;
Background

Ordinance 2016-15

Referendum Information

Save Our Indian River Lagoon Committee Information

Project Plan

Revenue Status

Inter-Municipal Contracting Status

Accounting/Monitoring and Oversight

Next Steps/Role of Internal Audit

TIOMMOOW>

Golf Course Operations — Financial Analysis and Breach of Contracts Audit Report is organized as follows:
A. Overview
B. Objectives and Approach
C. Analysis

i v
Clerk to the Board insjfuction:

Exhibits Attached: ¢ Community Development Block Grant (CDBG) Pr gram Audit Report; 4 Contract \/
Compliance Review Report (Janitorial Services/Facilities and Stadlum easefl'ourlsm Development Office),
Half-Cent Sales Tax-Save the Lagoon Project Status Report and olf Course Operations-Financial

Analysis and Breach of Contracts Audit Report.

Contract /Agreement (If attached): Reviewed by County Attorney Yes D No I:] PR D

County Manager Assistant County Manager Interim Assistant County Manager
Frank Abbate ‘!%ﬁf\ John Denninghoff Jim Liesenfelt
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BOARD OF COUNTY COMMISSIONER FLORIDA’S SPACE COAST

Tammy Rowe, Clerk to the Board, 400 South Street » P.O. Box 999, Titusville, Florida 32781-0999 Telephone: (321) 637-2001
Fax: (321) 264-8972

Tammy.Rowe@brevardclerk.us

December 6, 2017

MEMORANDUM
TO:  Frank Abbate, County Manager

RE:  ltem I1.D.1., Acceptance and Approval of Community Development Block Grant (CDBG)
Program  Audit Report; Contract Compliance Review Report (Janitorial
Services/Facilities and Stadium Lease/Tourism Development Office); Half-Cent Sales
Tax-Save the Lagoon Project Status Report; and the Golf Course Operations-Financial
Analysis and Breach of Contracts Audit Report

The Board of County Commissioners, in regular session on December 5, 2017, accepted the
Audit Committee’s CDBG Program Audit Report; Contract Compliance Review Report
(Janitorial Services/Facilities and Stadium Lease/Tourism Development Office); Half-Cent Sales
Tax-Save the Lagoon Project Status Report; and the Golf Course Operations-Financial Analysis
and Breach of Contracts Audit Report.

Your continued cooperation is greatly appreciated.

Sincerely yours,

BOARD OF COUNTY COMMISSIONERS
SCOTT ELLIS, CLERK

Tammy Rowe, Deputy Clerk
femw

cc: Budget
Finance

PRINTED ON RECYCLED PAPER
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October 25, 2017

The Audit Committee of

Brevard County, Florida

2700 Judge Fran Jamieson Way
Viera, Florida 32940-6699

| GRI

CARR
RIGGS &
INGRAM

CPAs and Advisors

Carr, Riggs & Ingram, LLC
215 Baylree Drive
Melboume, Florida 32940

(321) 2550088

(321) 259-8648 (fax)

WWW.Cricpa.com

Pursuant to the approved 2016/2017 internal audit plan, we hereby submit our internal audit of the
Community Development Block Grant Program (CDBG). We will be presenting this report to the Audit
Committee at the next scheduled meeting on November 1, 2017.

Our report is organized in the following sections:

Executive Summary

This provides a summary of the observations
related to our internal audit of the CDBG
program.

Background

This provides an overview of the CDBG program
and the related compliance requirements.

Objectives and Approach

The objectives and focus are expanded upon in
this section as well as a review of our approach.

Observations Matrix

This section provides the results of our internal
audit procedures, including our recommended
action and management's response.

We would like to thank all those involved in assisting the Internal Auditors in connection with the internal

audit of the CDBG program.

Respectfully Submitted,

INTERNAL AUDITORS



Executive Summary



Executive Summary

Overview

The CDBG program is authorized by Title | of the Housing and Community Development Act of 1974, as
amended. It is one of the nation's largest Federal grant programs and is administered by the Department
of Housing and Urban Development’s (*HUD”) Community Planning and Development Office. It provides
eligible metropolitan cities and urban counties (called "entitlement communities") with annual grants that
they can use to revitalize neighborhoods, expand affordable housing and economic opportunities, and/or
improve community facilities and services, principally to benefit low- and moderate-income persons. Grant
amounts are determined by a formula based on the community’s population, population growth lag, the
number of persons in poverty, the extent of over-crowded housing, and the age of housing.

Objective

The primary objective was to assess whether the system of internal controls over the CDBG program is
adequate and appropriate for promoting and encouraging consistent application of management’s
objectives for compliance with County policies, procedures and Florida Statutes, as applicable, and
compliance with the applicable HUD and other Federal requirements.

The period subject to our internal audit procedures covered October 1, 2015 through April 30, 2017 to
provide full coverage for the program year of October 1, 2015 to September 30, 2016 (“2015/2016”) and
partial coverage of the program year of October 1, 2016 to September 30, 2017 (*2016/2017").

Observations

Below is a summary of the observations we noted during our internal audit. Each observation is assigned
a relative risk factor. Relative risk is an evaluation of the severity of the concern and the potential impact
on operations. Items rated as "High” risk are considered to be of immediate concern and could cause
significant operational issues if not addressed in a timely manner. ltems rated as “Moderate” risk may
also cause operational issues and do not require immediate attention, but should be addressed as soon
as possible. Items rated as “Low” risk could escalate into operational issues, but can be addressed
through the normal course of conducting business. Following is a high level summary of the major
observations identified during our audit. The details of these observations are included with the
Observations Matlrix section of this report.



Executive Summary - continued

1. _ upeso /Debarmet

We noted for 1 out of § active construction projects, HHS staff was unable to locate
written evidence that HHS staff verified that the contractor was not on the suspended /
debarred list or provide written certification from the contractor that its organization and
its principals were not suspended or debarred as required by the Uniform Guidance and
pursuant to Department policies and procedures (HHS-011). This lack of compliance
with the Uniform Guidance as required by HUD could lead to payments made to
suspended or debarred contractors and the loss or reduction of HUD funding.

2. Environmental Reviews

For 2 out of 5 projects tested, the request for release of funds and the environmental
certifications were completed for the projects as part of the five year tiered plan (2010-
2015); however, the construction supervisor was not able to locate the environmental
review statutory checklist required to be completed and maintained in the file. This lack
of compliance with the Compliance Supplement as required by HUD could lead to the
loss or reduction of HUD funding.

3. Subrecipient Monitoring

We noted that for two out of the four subrecipients there was a significant delay by the
Department between when the subrecipient monitoring was performed and when the
monitoring report was provided to the subrecipient. In the case of one subrecipient,
there were compliance concerns noted requiring a response. This lack of timeliness in
the issuance of the monitoring reports could result in the Department continuing to
provide funds to subrecipients and / or the Department renewing contracts with
subrecipients that are out of compliance with their contract terms and conditions.

4. HUD Timeliness Standard

The County was out of compliance with the timeliness requirement for program
spending for the program year 2014/2015 and again for 2015/2016 as noted by HUD in
their June 20-22, 2016 Monitoring Report:
Timely expenditures of CDBG funds are a major concern of the Department.
Under the provisions of 24 CFR §570.902 of the CDBG regulations, a grantee is
considered to meet timeliness criteria, if 60 days prior to the end of the grantee’s
program year, the balance in its line-of-credit does not exceed 1.5 times its most
recent grant award. To ensure compliance with the timeliness requirements
throughout the CDBG program year, we utilize a straight-line projection of this
formula for each month. A formal measure of the County’'s CBDG program’s
timeliness was conducted. Using this straight line, the County’s, as of June 30,
2016, timeliness ratio is 1.90 times its annual grant. Accordingly, the County was
found to be in non-compliance with the timeliness standard. The County must
expend $486,158 by August 2, 2016 to meet this requirement. The County is
presently on a timeliness plan. If the County fails the timeliness requirement for
two consecutive years, the violation will result in a grant reduction.
The Department Director indicated that the County was in compliance with the timeliness
requirement by August 2, 2016 which we verified via email confirmation from HUD. The
HHS Director indicated that a control was put in place to monitor the status of the
timeliness requirement, but evidence of management’s monitoring was not retained.

Moderate

5. Consolidated Annual Performance and Evaluation Reporf (“CAPER")

We noted that the CDBG expenditures were not properly reported in the narrative
section of the CAPER and there was no documented support of the expenditures
reported in the CAPER compared to the accounting records as of the date the CAPER
was submitted to HUD.

Moderate

6. Uniform Guidance Language

We noted that the Department’s policies and procedures make reference to the OMB
circulars A-87 and A-122 throughout these documents rather than to the Uniform
Guidance (HHS-011 and HHS-19 department policies and procedures).
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Background

Overview:

CDBG activities are initiated and developed at the local level based upon a community's perceptions of its
local needs and priorities. Each entittement grantee receiving CDBG funds is free to determine what
activities it will fund as long as certain requirements are met.

Eligible Activities:

Eligible activities include:

Acquisition and disposition of real property

Public improvements and facilities (e.g., senior citizens center, recreation center, day care center)
Clearance

Public services (e.g., child care, health care, job training/education programs, recreation
programs, drug abuse counseling/treatment, and services for homeless persons)

Interim assistance

Relocation payments/assistance

Rehabilitation of residential, commercial/industrial, or other nonprofit owned, nonresidential
buildings

Historic preservation

Lead based paint hazard evaluation and reduction

Code enforcement

Special economic development

Microenterprise assistance

Homeownership assistance

Urban renewal completion

Technical assistance to increase capacity of public/private non-profits

Assistance to institutions of higher education

Program administration costs related to planning and execution of CDBG assisted activities

Eligible activities may be carried out by the grantee, or through the use of contractors or subrecipients, or
through the use of Community Based Development Organizations (CBDOs).

In addition to being an “eligible activity,” CDBG activities must meet one of the following broad national
objectives:

Benefit low- and moderate-income people
Aid in the prevention or elimination of slums and blight
Meet a community development need of particular urgency



Background - continued

Funding Requirements:

Each grantee must develop and submit a 3- to 5-year Consolidated Plan, an annual Action Plan, and
certain certifications to HUD. [f the grantee makes a complete submission within the established
deadlines, the Department will make a grant award.

The Consolidated Plan (the Plan) was developed by HUD in 1994 to combine the application and
submission requirements for the CDBG program, the HOME Investment Partnerships (HOME),
Emergency Shelter Grants (ESG), and Housing Opportunities for Persons with Aids (HOPWA). The Plan
provides the framework for the government to (1) identify housing, homeless, community, and economic
development needs and resources, and (2) develop a strategic plan for meeting those needs. In the Plan,
the grantee identifies its goals for these programs, as well as for housing programs. The Plan must
include certifications that not less than 70% of the CDBG funds received, over a one, two, or three year
period specified by the grantee, will be used for activities that benefit low- and moderate-income persons
and that the grantee will affirmatively further fair housing.

The Action Plan is a one-year plan that jurisdictions must have to carry out their long-term Consolidated
Plan. The Action Plan must specify all the resources a jurisdiction has to meet housing and community
development needs for the upcoming year and how the jurisdiction plans to spend those resources.

The grantee must also submit a consolidated annual performance and evaluation report (CAPER) 90
days after the program year ends. The CAPER shows what the jurisdiction actually did in the previous
year to meet housing and community development needs. The CAPER specifically requires information
on how the actual use of CDBG funds compared with the priorities set out in the Consolidated Plan.

Citizen’s Participation Plan:

Every jurisdiction must develop and follow a detailed citizen’s participation plan which provides for and
encourages participation by low- and moderate-income people who are residents of low- and moderate-
income neighborhoods. The plan must provide citizens with reasonable and timely access to information
on local meetings and records regarding the grantee’s proposed and actual use of CDBG funds, public
hearings to give citizens a chance to state community needs and ask questions and comment on
proposed and past uses of CDBG funds, and provide for timely written answers to complaints and
grievances. There must be adequate public notice of hearings, and they must be held at times and
locations convenient to people who are likely to be affected by CDBG-funded projects.

Ineligible Activities:

Ineligible Under Any Circumstance:

¢ Buildings or portions thereof used for the general conduct of government
¢ General government expenses
o Political activities

Generally Ineligible:

e Purchase of equipment

¢ Operating and maintenance expense associated with repairing, operating, or maintaining public
facilities, improvements, and services

¢ New housing construction

¢ Income payments




Background - continued

Grantee’s Responsibilities:

Each grantee must ensure compliance with statutory and regulatory requirements. The program
regulations include, but are not limited to:
e Compliance with national objectives
» Ensuring, that over a period of time specified by each grantee but not to exceed three years, not
less than 70 percent of the aggregate of CDBG expenditures shall benefit low- and moderate-
income persons
e Environmental review procedures must be completed for each activity or project
e Costs whether charged on a direct or an indirect basis, must be in conformance with the Uniform
Guidance, as applicable.

No more than 20 percent of grant (plus program income) can be spent for planning and administrative
costs. No more than 15 percent of the grant (plus program income received during the preceding program
year) can be spent for public service activities.

The grantee must have procedures in place to help ensure that (1) CDBG funds are only used for
activities that fall under an authorized category of basic eligibility, (2) activities are properly classified, and
(3) and adequate documentation is maintained.

In order to ensure that HUD can carry out its statutory responsibilities to review grantee performance to
determine that program requirements have been met, the grantee must maintain certain records. The
records must provide a full description of each activity that is selected for assistance, including its
location, the amount of CDBG funds budgeted, obligated and expended for the activity, and the provision
of the regulations under which the activity is eligible. The files must document all relevant eligibility
considerations that apply. The Uniform Guidance requires recipients of Federal assistance to keep source
documentation to justify all expenditures.

Staffing:
Key personnel involved in the CDBG program include:
Name Title
lan Golden Director, Housing and Human Services Department (HHS)
Juanita Davis Assistant Director, HHS
Lydia Maier Finance Manager, HHS
Linda Graham Community Development and Resource Manager, HHS
Michael McDonald Construction Supervisor, HHS

Schedule of Funding:
Following is a schedule of CDBG expenditures for the last three fiscal years and partial for the current
fiscal year:

Fiscal Year Amount
2013-2014 $1,364,972
2014-2015 $649,209
2015-2016 $2,094,205
2016-2017* $735,138

*Preliminary through July 31, 2017.



Objectives and Approach



Objectives and Approach

Objectives

Our internal audit objectives included the following:

» ldentify policies and procedures to help ensure that only allowable activities are undertaken and
that Federal awards were only expended for allowable activities.

e Identify policies and procedures to help ensure that only allowable costs are charged to the
program and that Federal awards are only expended for allowable costs.

s Determine the adequacy of policies and controls to help ensure that the earmarking requirements
are met only using allowable funds or costs that are properly calculated and valued.

e Determine the adequacy of policies and controls to help ensure that the federal funds are used
only during the authorized period of performance.

o Determine the adequacy of the policies and controls to help ensure that procurement of goods
and services are made in compliance with the provisions of the Uniform Guidance and other
procurement requirements specific to the Federal award and that covered transactions are not
made with debarred or suspended parties.

¢ Determine the adequacy of the policies and controls to help ensure that reports of federal awards
submitted to the federal awarding agency or pass-through entity include all activity of the
reporting period, are supported by underlying accounting or performance records, and are fairly
presented in accordance with program requirements,

e Determine that subrecipients are properly identified, that federal award information and
compliance requirements are identified to subrecipients and that subrecipients are being
adequately monitored.

Determine whether the grantee has developed and implemented a citizen’s participation plan.

e Determine whether the grantee is obligating and expending program funds only after HUD’s

approval of the Request for Release of Funds and environmental certification, as applicable.

Approach
Our audit approach consisted of three phases:

Understanding and Documentation of the Process

During the first phase, we held an entrance conference with the Director of Housing & Human Services
(*HHS” or “Department”) and CDBG personnel to discuss the scope and objectives of the audit work,
obtain preliminary data, and establish working arrangements. We then conducted interviews with
responsible CDBG personnel and various department heads, which have responsibilities, related to
CDBG compliance and documented their role in the process.

Detailed Testing

The purpose of this phase was the development of applicable tests based on our understanding of the
program’s compliance requirements. Our procedures included obtaining an understanding of the
procedures in place, assessing their effectiveness in ensuring compliance with applicable requirements,
and testing compliance. We selected a sample of CDBG program expenditures for the period covered by
our audit (October 1, 2015 through April 30, 2017) which included the active construction projects and
subrecipients. Our procedures included, but were not limited to, testing:

* Activities allowed or unallowed e Procurement/suspension/debarment
e Allowable costs /cost principles e Reporting

¢ Cash management e Subrecipient monitoring

e Period of performance ¢ Citizen participation

Reporting

At the conclusion of our audit, we documented our understanding of the CDBG program and summarized
our findings. We conducted an exit conference with management and have incorporated management’s
responses into our report. We prepared our report and related findings and provided copies to appropriate
County personnel.



Observations Matrix
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