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SUBJECT: The Housing Authority of Travis County, AustineXas,Could Not Adequately
AccountFor or Support ts Use ofFederalProgramFunds

HIGHLIGHTS

What We Audited and Why

We audited the Housing Authority of Travis County (Authority) due to several
problemindicators including the U. S. Department of Housing and Urban
Devel opment 6s (HUD) rejecting the
statements and noting ttheA u t h o 2007tfinaldcwl statements contained
$4.1 million in interprogram trangfe and anegative$579,783 administrative fee
reserve. Further, the Authorityselated entities recently developed three new
properties. Our objectives were to determine (1) whetteeAuthority and/or its
related entitiegollowed HUD procurement redations fornonprofitdevelopment
or procurement activities, if requirednd (2)whether the Authority used federal
funds only for eligible program activities.

What We Found

TheAuthority did not use HUD fundintpr its newdevelopments angas na
required to follow HUD procurement regulatidias them However,in violation
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of its annualcontributionscontractandfederal regulationSthe Authoritycould

not adequately account for its usdederalprogram funds or support that it used
program funds only for eligible program activities. Specifically, the Authority
haphazardly transferredore thar62.5 million between its federal and nonfederal
programs and activities without proper support or figstiion. Further,jts books

and records were not auditabdedit did not properly allocate costd.imited

testing also showetthatit could not support more than $600,000 in costs charged
to federal programspent more than $3,000 on ineligible coateddid not

always follow procurement requirementEhese violations occurred because the
Authority disregarded HUD requirements in order to keep its programs
functioning and lacked financial controls. Consequently, HUD did not have a true
understandg of t he Aut horityés financi al pos

What We Recommend

Audi t

We recommend that the Director of HUDOSs
require the Authority t@1) correct its books and records; (2) hire an outside

accounting firm to perform a comprehensive review of the $2.5 million in

transfers(3) provide supportor or repay the $600,000 in unsupported cosls; (4

repay theb3,084in ineligible costs; an(b) develop policiesproceduresand

controls toensurehat federafunds are only used for eligible program activities

and that interppgram balances are reconciled and paid in a timely manner. We

also recommend that ti#ecting Director, Departmental Enforcement Centake

appropriate administrative actioagainst Authorityofficials, as applicable

For each recommendation without a management decision, please respond and
provide status reports in accordance with HUD Handbook 2000.06;REV
Please furnish us copies of any correspondence or direrssees] because of the
audit.

eeds Respc

On July 1, 2009, we provided a draft report to the Authority with written
comments due by July 20, 200@/e extenled the response dateduly 27, 2009
The Authorityd B®rmerexecutive directgrwhoresigned effectivduly 31 2009,
provided written comments on July 27, 200%e chairman of thévoardof
commissiones (board chairmanprovided comments on July 30, 200Bhe
Authority generally disagreed with the repofthe board chairman genesall
agreed withthereporfT he Aut hor it yds bioraspodsiblefor ¢ o mmi
thea g e n apgrdtias. The complete text of both responses, along with our
evaluation of them, can be found in appendix B of this repe.did not include
voluminous documenisrovided by thdormerexecutive directobut will make
them available upon request.
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24 CFR Code of Federal RegulationBarts 982 an@5s.
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BACKGROUND AND OBJECTIVES

The Housing Authority of Travis Counfputhority) is governed by a firvenemberboard of
commissioners appointed by tbeuntycommissioners. Is an independent, governmdohded
agency charged with the responsibilityproviding an adequate supply tw incomehousing

to help meet the housing needs of the residents of Travis County, Texas. The Authority exists to
provide safe, decent, and sanitary housinddarincomefamilies in TravisCounty. It also
administers and receives grant funds ftbelJ. S. Department of Housing akitban
DevelopmentKlUD) for the benefit ofow incomepersons. The Authorigdministers &ow rent
public housing program consisting of 105 units, a Housing Choice Vopcbgram with 564 units
and a Disaster Housing Assistance Program apfiroximately16 vouchers In addition, the
Authority administers Shelter Plus Care graatsl aPublic HousingCapital FundCapital Fund)
grant received from HUD each yedtorfiscal year 2007, HUD awded the Authoritynore than
$5.8 million.

HUD expressed concern over the Authorityodos fi
fiscal yeas 2005 and 2006 audited financial statements and whkgged in 2005 anftozein

2007grant drawdown$or the Shelter Plus CaregranHUDOG s Re all Estate Asses:s
performed aquality controlreviewdt he f i scal year 2006 independe
noted several defici encTheAuti mofischtggad®O7 hor i t y o s
audited financial statements cited $4.1 million in interprogram transfersraaghtive$579,783
administrative fee reservé-urther,shortly after our audit starteHUD formally designated the

Authority asfiTroubledobased onthe Authr i t y6s Publ i c Housing Asses
designationafter it receivecand approvedd he Aut hori tydés fiscal year
statementi 2008

The Authority operates threelatedentities. Strategic Housing Finance Corporation qualifies as
an instrumentality under Texas law but does not meet the fouatradisof control set forth in

HUD Public and Indian Housin@IH) Notice 0715. Strategic Housing Finance Corporation
was recently involved in the development of three new propefMiesis County Development
Corporation and Travis County Facilities Corporatimweverdo meet the four indationsof

control andareconsidered to bestrumentalities of the Authority

The Aut ho rvedirgciosdurmgoaraudit, Wy Hopkins,tendered his resignatiomo
June 23, 200%ffective September, 2009. However, thboard ofcommissioners accepted his
resignation effective July 31, 2009.

Our objectives wertn determine (1) whethéne Authority and/or itselated entitie$ollowed
HUD procurement regulations for development or procurement activities, if regamed2)
whether the Authority used federal funds only for eligible program activities.

2 These grants provide assistance to homeless pesdia units.
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RESULTS OF AUDIT

Finding: The Authority Could NoAdequately Account For or
Supportlts Use of Federal Program Funds

In violation ofits annualcontributionscontract(ACC) andfederal regulationdthe Authority

could not adequately account for its uséeoferalprogram funds or support that it used program

funds only for eligble program activitiesThese violations occurred because the Authority

disregarded HUD requirements in order to keep its programs functiandigcked financial

controls. Consequentlythe Authority haphazardly transferred funds totatimge thar$2.5

million between its federal and nonfederal programs and activities without proper support or
justification, its books and records were not auditable, it did not properly allocate costed it

not support more than $600,000spent more than $3,000 @ther ineligible costandit did

not always follow procurement requirementss a result, HURIid not have a true
understanding of the Autwasdetaridratiigs f i nanci al po

The Authority | mproperly
Transferred Funds between
Programs

The Authority haphazardly transferred funds totafimge than$2.5 million

between its federal and nonfederal programs and activities without proper support or
justification Theresulting interfund balancesnsisedof more thar$1.3 million*

owed to HUD programs, $830,221 owed to+#tD programs by HUD programs
$108,221in potentially unrecorded receivablglscussed later in this findinggnda
$205,56(payable between the Capital Fund and the Housing Choice Voucher
programthatwas improperly written off (discussed later in this finding).

Accor di ng t ofiscalyear 200@eandrab ledger, ildDsprogram

receivables totadimore thar$1.2 million. This balance include$732,421 owed to

HUD programs from no#UD programs and $554,317 owed to HUD programs

from other HUD programs A limited review of the fiscal year 2008 general

ledgePf ound an additional $87, 000 transferr
Choice Voucheravings account to othéfUD and noAHUD programs.HUD

payables to nehUD programs totaled $830,22The transfersvereimproper

®  24CFRParts 982 ang5.

This includes $1,286,738 according to the fiscal year 2007 general ledger and an additional $87,000 noted in the
fiscal year 2008 general ledger.

®  Title 42 U.S.C. United States Codel437(g), chapter 8, subchapter I, allqwblic housing agencies with less

than 250 wunits that are not desi gna trentdfundss Thérffarep ub |l ed 0
we did not include receivables between the-tewt and Capital Fund programs in our calculations or analyses.

At the time of the review, the fiscal year 2008 independent audit was not completed.
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because@ording to the ACQprogram funds are not fungible, and the Authority
should not withdraw funds for a specific pragn in excess of the funds available on
deposit for that progranin addition,Office of Management and Budg@N1B)
Circular A-87 states thatg cost allocable to a particulEederal award or cost
objective may not be charged to otfenteral awards tovercome fund deficiencies,
to avoid restrictions imposed by law or terms offéaeral awards, or for other
reasons.The Authority was aware that HUD regulations do not allow the
commingling of funds. However, the Authority claimed that it disregairti¢id
requirements in order to keep the programs functioning.

The Authority Made Transfers
in a Haphazard Manner

The Authority made the improper transfers in a haphazard mafoeexampleit
did not maintain a subsidiary ledger for its differemtichefrelated subsidies
including its Disaster Housing Assistangedtam Housing Choice Voucher
assistance, Housing Choice Voucher administrative éeesShekr Plus Care
assistancelnsteadit combined all of the revenue for these forms ofstasce into
one bank account, but it dimbttrack how much each program had available in
funds as expenses were palitalsodid not maintain a subsidiary ledger for the
different years of its Capital Fund gramhichcould also result in problems besa
the Authority may not be able to properly differentiate/hich grant year to charge
expenses In addition the Authority used equity accounitsthe generdedgerto
make the programs show liquidiéyd balanceat year end The Authority alsomade
adjustments tthegeneral ledgebased oralculations from &UD systemafterit
entereclnaudited dateather than attempting to determinevihjh e Aut hor i t y 0 ¢
andHUDG6s i nformat.ion did not match

The Authority Intentionally
Used HUD Funds forlneligible
and Unsupported Activities

To keep its various programs operating, the Authority admittedtttistregarded

HUDGs r equi r eimmapeartsansiers. d-or exardpés 2007, HUD®G s
Office of Community Planning and Development frdazén e Aut hori tydés S
Plus Care grardue to issues witth e Aut hori t yés aclheunti ng

Authority used its Housing Choice Voucher funds to keetthelter Plus Care
program operatinglthough it knev this was a prohibited use HbusingChoice
Voucher funds

Ot her exampl es fadufe totfdiicav OMB Cirbutar A87 apddits
ineligible uses of HUD funds were clearly visible in tHescal year 2007 general
ledger The lowrent public housing program owed theu$ng Choice Voucher



program Carson Creek Travis County Facilies Corporatior and the
leasgpurchase prografall owed the Housing Choice Voucher prograhe
Shelter Plus Care program owed tbe rentpublic housing program and the
Housing Choic&/oucher program; Manor Town Apartmenfs[ravis County
Facilities Corporation, and theasepurchase program all owed thav rent
public housing programtamily self-sufficiency funds were transferred to
Sweetwater Apartments and the general fund owglde Shelter Plus Care
program Appendix C represents a schedule of the interfund balaecesled in
the general ledger

The Authority Made Transfers
without Proper Support or
Justification

The Authorityds r ec orlktsveedthedprogramsweseh ow t h
valid, supportegor justified. For example, atratified variablesample ofL66

general ledger transactigrivom 302transactiongn the interprogram balance

accountswas selected to determine the validity of plagrablesalances.

However, the Authority was only able to provide supporting documentation for

four of the sample itemand the documentation for those items was voluminous.

Two of the four transactions @iaufficient supportand two were unsupported.

Further, thesupport used for one of the unsuppditems consisted of prior

period costs dating as far back as 2002 to support the 2007 payable transaction.

In addition, the Authority s 2 00 7 g showedaa $83,928 mhypkle from
thelow rent fund to the Capital Fund. Howevelt)D regulation&’ allow public
housing agencies with less than 250 uthitgare not designated a$roubled to
commingle theicapital andow rent funds. Therefore, the Authority should not
have recorded any paylas or receivables between tbha rent and Capital Fund.
This improper payable balance occurred because the Authority was not familiar
with HUD requirements.

Testing of paymentism 2007to five different vendorslisclosedhat the Authority
was incongtent in tracking its interfund receivables. For example, if a HUD
program paid an expense on behalf of another program, the Authority did not
always record the HUD program receivaini¢he general ledgerThe Authority
claimed thait netted the paymés at month end because it was tombersome
to record all of the transactions as they occurred. Howkwéted tesing
showedseveral incidents whichthe HUD program receivable wastrecorded

Private property owned by the Authority that was sold in October 2007.
Instrumentality of the Authority.

Housing program operated by the Authority but not HUDd&th

Private property owned by the Authority.

Private property owned by the Authority.

Title 42 U.S.C. 1437(qg), chapter 8, subchapter I.
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The Authority paid tleast$108,221in nonprogram expenses with HUD funds
but the amountmay not have been recorded as HUD program receivables.

The Authorityos
Recordswere Unauditable

Because the Authority was not able to provide supporting docutizentar the
166 sample items, gprogram payableandreceivablesmountscouldnot be
verified, and the amountsdinot appear todvalid, supportedr justified.

Further, the Aut hor idhoidteface Wit islkaccoumtingt i n g

system which resulted imnincreagdpossibility of errors The Authorityalso

did not implement controls ovés fee accountant to ensure that transactions were
recorded properlyand instances were notedwhichtransactions appeared to
havebeenrecordedmproperly In addition,the Authoritycouldnot support

$476,572 in salary expenses paid with various HUD funds because it did not
require staff to track activity as required by OMB Circula8?? until fiscal year
2008. As a resultthe Authoritywasunable tosupportwhether the salary costs
charged to HUD programserereasonableThese conditionaffected both HUD
program and nonprogram interfund payables and receivables, ex@erses
disbursementsAs aresultt he Aut hor i t y 6werelumaodkable.a n d

The Authority6 s Cor r e
Actions Did Not Prevent
Ineligible and Unsupported
Costs

The Authoritystated that it took corrective action during fiscal year 2007 to
correct deficiencies noted in tReal Estate Assessment Gamjuality assurance
reviewand the fiscal year 2006dependent financial statementdit However,

the Authorittp s acti ons were not sufficient
unsupported costsom being paid by HUD programs.

TheReal Estaté&ssessment Centguality assuranceeviewcited the Authority
for not using competitive procurement procedtiresen itexecuted @ontract
for landscaping servicesTheAuthority still cannotprovidesupportthat it
followed competitive pricingequirement$or expenses paid tte contractor
during fiscal year 2007.In addition, the Authorityouldnot provide a copy of
the contract.As a resultthe Authority paidb107,136 irunsupportedontract
costs withlow rentfunds

13

14

OMB Circular A-87, attachment B, section 8(h), states that there should be supporting documenjasitfy to
why salaries are allocated in the manner in which they are allocated.

Title 24 U.S.C. Part 85, section 36(c)(1), requires all procurement transactions be conducted in a manner
providing full and open competition.
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In the fiscal yeaRP006 independeriinancial statemerdudit, the auditoracted
thatthe Authority reimbursetloardof commissionememberdor travel
expenses without appropriate documentatiéa.ensure that the
recommendations had been implementesitesedfiscal year 2008 travel
expense$® While theAuthority implementeapecific recommendations related
to travel expenses, some of twnmissioner8meal expenses were excessive and
includedcosts fora travel companigrwhichwas in direct violaon of the

Aut hor ity o 3° TherAathoety stagedthat ifdt paid for travel
companions, it must have been an oversighd it provided support thétose
commissioners reimbursed the Authority for travel compadiamgravel.
However, cost$or companion8mealswerenot reimbursed Further,the
Authority allocated 100 percent of the mmi s s itravel expesses tine
Section rogramwithout justification.

The Authority also allocatealmost alladditionaladministrativecostscharged to

its credit card(includingfood forboard meetings, emergency lights for the
administration building, background checks for new and recently promoted
employees, etcgolelyto the Section rogramwithout justification. These
ineligible and unsupgrted costs occurred becauke Authority did not have an
effective cost allocation plan aiitd financial controls over disbursememisre

weak, vague, and outdate&or example, the Authoridysheck signing policy
requires two signatures for nonroutine expenditures $&€&00 However, we
found checks for more than $7, 000 writt
one signature. The Authority claimed that credit card paymesrtsconsidered
routine. Althaugh the credit card payments ntagvebeenroutine disbursements,
these payments wengore thar$5,00Q and the charges on the credit card
statemens includednonroutine expenses, suchcasnmissiones fight

reservations and emergency lights for the adstriation building. Further, the
Authority admitted to HUD that its check signing poliegsoutdated.Of the
$41,895 in travel and credit card expenses reviewed, $20,591 was unsupported
and $3,084 was ineligible.

HUD was Unaware of the
Aut horityds Trti
Position

HUDwasunaware of the Authoritybés s$rue fin
financial statementwererejectedoy HUD for two consecutive yearand

althoughthe fiscal year 2007 audibntained a qualified opinmoon the

Aut hor i ty 6 s sandaajsignificapt mtergat cantnol deficiencydid not
discloseasignificant findingr el at ed t o the Authorityés i

15 We tested 2008 travel expendesause commissioners did not travel during fiscal year 2007.

% The Authority6s tcamaigsioherspre éxpectad toexemisegrident bagetin incurring
expenses, and travel costs incurred by individuals that are not employeesnoissbners must have prior
written approvaby the executivedirector or a commissionepproved written contract.
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transfers Further, beA u t h o interprogr@ams balances have best@adily
increasing since at least 2002. Between 2002 and 200#4fe@ogram
balancsincreased from $327,571 to more than $1.2 milliBy.fiscal year 2007,
the inteprogrambalances were more than $4.1 million.

TheA u t h o fiscakygad 2007 audited finaial statementsubmitted to HUD
downplayedts financial problems. Although thedependenaudit reported

more than $4.1 million in interprogram balandeslid not reporfindings
regarding the ineligible use of HUD fundslowever,the independent auditor
disclosed in the management lettethe Authoritythat the Authority appeared to
be usinghousingassistance funds for administrative expensdschis an
ineligible use of Section 8 funds, améhould have been reported amaing.
Further,Note K in the2007audited financial statements stated that Authority
wrote off $205,560n finon-existend payables between the Capital Fund and the
Voucher program. However, the audit rebd not report as a findinipat the
payable was the result of an ineligible use of Section 8 fumatsdid it require
reimbursementf this ineligible payablérom nonfederal fundsAs a result, the

A ut h oindligible dssof Section 8 fundseren ot br ought to
attention.

The Authorityos
Position was Deteriorating

Conclusion

TheA u t h o ladk of fin@rgial controls anitis deliberate disregard for HUD
requirements caeslits financial position to deteriorate. According to the

Aut hori tyoés forithSeatiani8 administrativecfae desenitespent
$114,371 more than it received during fiscal year 280d it spent $123,196
more than it received during fiscal year 2008h e A u t Sectioni8t y 6 s
administrative fee reserve wasegativeb579,B3 in the fiscal year 2007 audited
financial statementsThe Authority stated that até end of fiscal year 2008,
transferred equity between the accounts that had interfund bataretése
negative administrative fee reserve balance was significaattlyced However,
this practice will notorrect the underlyinthe problers. By moving equity,
funds are not replacemt repaid andthe continual program cost overruns in
excess of program revenues will not be corrected. a r esul t
entire operationareat risk as it has not taken sufficient action to ensure that its
operating cas do not exceed its revenues.

The Authoritycould not adequately account for its use of program funds or
support that it used program funds only for eligible program activiliegse

HUDZ¢

, t he Au

violations occurred because the Authority disregarded HUD requirements in order
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to keep its programs functionimgndlacked financial controls. Consequently,
HUDdidnot have a true understanding of th
whichwasdeteriorating.

Recommendations

We recommend t hat the Director of HUDOG s
requre the Authority to

1A. Correct its books and records and maintain them in accordance with the
ACC and other HUD requirements.

1B. Hire an independent firm teepform a comprehensive review of the
$1,373,738 recorded as HUD program receivables andB8@& 221
recorded as HUD program payabtesietermine the nature and validity of
the balances, and require reimbursements or write offs where appropriate.

1C. Develop policies and procedures, including subsidiary cash ledgers,
ensurehatthe program funds are only used for eligible program activities
and that interprogram balances are paidtimely manner

1D. Includethe $83,9230w rent payable to the Capital Fuimdthe analysis
recommended in recommendation 1B to determine its validity. If the
balance is valid, require the Authority write off the balasioeeit was
allowed to transfecapitalfunds to théow rent program

1E. Provide evidence to HUD that ti$808,221in potentially unrecorded
receivables was recordedf the Authority can show that the receivables
were recorded, include the amount in the analysis recommended in
recommendation 1B. If the Authority cannot show that the receivables were
recordel, reimburse the appropriate prografream nonfederal funds

1F. Support with adequate documentation all of its payroll expenses charged to
HUD programs during fiscal year 2007 or reimburse the HUD programs
$476,52.

1G. Reimburse $07,136to thelow rent fund from nonfederal funds for the
unsupported contract costs

1H. Provide support for the $20,591 in unsupported travel and credit card

allocations or reimburse the appropriate HUD funds from nonfederal
sources
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1l.

1J.

1K.

1L.

Reimburse $3,084 to the appropei&lUD funds for the ineligible travel and
credit card allocations from nonfederal sources

Implement an effectivand logicalcost allocation plan that is in compliance
with HUD and OMBrequirements

Reverse the inappropriate write off of ihéerfund balance between the

Capital Fund and Section 8 totaling $205, 560 and include the amount in the
analysis recommended in recommendation 1B. If the balance is found to be
valid, reimburse the Section 8 fund from nonfederal funds for the ineligible
loan to the Capital Fund

Suspend the Authorityds authorization
under section 10 of the ACC and either require the Authority to segregate its

ACC funds from other funds or suspend its authority to obtain advances

fom HUDG6s El ectronic Line Of Credit Co
reimbursement basis.

We recommend that the Acting Director, Departmental Enforcement Center

IM. Take appropriate administrfamhmerve acti o

executivedirector and othersas applicableghat caused the conditions cited
in this report
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SCOPE AND METHODOLOGY

Our initial audit objectives were ttetermine (1) whethehe Authority and/or itselated entities
followedHUD procurement regulations for development or procurement activities, if required

and (2)determine the amount of interprogram payables owed to each HUD program and whether
these transfers affected tfemily self-sufficiency program However, as auditeld work
progressegdwe revised our objectives to determine (1) whetierAuthority and/or itselated
entitiesfollowed HUD procurement regulations for development or procurement activities, if
required and (2whether the Authority used federal fisonly for eligible program activities.

To accomplish our objectives, we

¢ Reviewed background information for the Authority, including audited financial
statements for fiscal years 208807 and previous HUD reviews
Reviewed applicable HUD regulatioasd OMB circulars

¢ Interviewed HUDOffices of Public and Indian Housing and Community Planning
and Developmennanagement and staff

e Interviewed Authority management and staff

e Interviewed the Authoritydéds fee account an

e Reviewed thearticles ofincorporation and internal financing documents for the
differentrelated entitie®f the Authority

¢ Tested the reliability of the computerizigstcal year 2007 general ledgamovided by
Authority staff usingAudit Command Languag@&CL) and control totalprovided
by the Authority

e Pulled astratified variablesample of 166 transactioonsit of a universe d302
transactionsepresenting HUD program payablds.addition, weaddedone
transaction to the samplie $205,560 payable in the Capital Fund aotohat was
inappropriately written off (discussed in the findinghich increased the sample size
to 167 transactionsSince the Authority only provided 4 of the 167 sample items, we
ceased sampling anekre not able to verifpr projectthe results
Performed a limited review of the Section 8 accounts in the 2008 general.ledger

e Used ACL to sort and summarize the Author
amount of HUD program receivables.

e Reviewed fiscal year 2007 payments to five vendors whose invoices were likely
allocable among all Authority programs to determaieetherthe Authority
consistently recorded interfund transactions when one program paid for an allocable
cost.

¢ Reviewed 2008alary epenses charged to HUD accounts.

e As aresult of the fiscal year 2006 audit repavjewed travel expenses incurred by
members of théoard ofcommissioners during fiscal year 2008 and additional costs
charged to the Authority credit canhentravel expenses were allocated, and the
check exceeded $1,000

e Reviewed payments #landscaping services contracisra result of thReal Estate
Assessment Centguality assuranceeview.
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We conducted the audit between October 21, 2808 April 23 2009 at the HUD San Antonio

Field Office and the Authority offices in AustingXas The Authority provided electronic

financial records for fiscal years 2006ough2008. However, we expanded our review to prior

periods as necessaryaccomplish our objectivedVe verified the reliability of the datasing

control totals and comparative analysis to the audited financial statear@hfeund that we

received all of the dataWe alsofound that the Authority didot always recordts payables and
receivables and coulbt provide supporting documentation for transactiohisus, we

determinedhatt he Aut horitydéds books and records were

amounts of interfundeceivablesand payables inthe Authoi t y6s gener al | edger
although those amounts may be unreliable as no other verifiable sources of information exist.
Thereforet he results of our testing of the interfu

records. The results of ourstang of travel and credit card expenses are basedoreview of
source documentation, check vouchers, invoices, and bank records.

We conducted the audih accordance with generally accepted government auditing standards.
Those standards require thia plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our findings
andconclusions based on our audit objedive
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INTERNAL CONTROLS

Il nternal control i's an integral component of
reasonable assurance that the followgngtrolsareachieved:

e Programoperations,
e Relevance ancetiability of information
e Compliance with applicable laws and regulaticarsd
e Safeguarding of assets and resources
Il nternal controls relate to managementos pl an

mission, goals, and objective$heyinclude the processes and procedures for planning,
organizing, directing, and controlling program operatiasisvell aghe systems for measuring,
reporting, and monitoring program performance.

Relevant Internal Controls

We determinedhatthe following internal controls were relevant to our audit
objectives

e Controls over compnce with laws and regulatigns
e Controls over disbursementnd
e Controls over financial reporting

We assessed the relevant controls identified above.

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 the organi z

Significant Weaknesses

Based on our review, we beliethatthe following items are significant weaknesses:

e Controls over compliance with laws aregjulations were ineffective or
nonexistent

e Controls over disbursements did not ensure that program funds were expended
for only reasonable and necessary expenses

e Controls over financial reporting did not ensure that expersesivables,
payablesand cash were recorded appropriately
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APPENDIXES

Appendix A

SCHEDULE OF QUESTIONED COSTS
AND FUNDS TO BE PUT TO BETTER USE

Recommendatiot Ineligible 1/ Unsupported/
number
1B $2,203,959
1D 83,925
1E 108,221
1F 476,572
1G 107,136
1H 20,591
1l 3,084
1K 205,560
TOTALS $3.084 $3,205,964

1/ Ineligible costs are costs charged td@dD-financed or HUDBInsured program or activity that the auditor
believes are not allowable by law; contract; or federal, state, or local policies or regulations.

2/ Unsupported costs are those costs charged to afildbBced or HUBinsured program or agity 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 ofdepartmental policies and procedures.
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Appendix B

AUDI TEE COMMENTS AND Ol

Ref to OIG Evaluation

Auditee Comments

G6S EVAL

Comment 1

HOUSING AUTHORITY OF TRAVIS COUNTY, TEXAS
HATC CHAIRMAN’S RESPONSE TO HATC STAFF COMMENTS TO THE HUD OIG’S AUDIT AND
EVALUATION

Preface:

As Chairman of the Board of Commissioners, it is critical to remain both transparent and influential in the day to day
administrative decisions of the Authority.

To review and provide input to official items, such as the previously submitted audit response, ar of the
authorized oversight process.

Although | had requested on numerous occasions to have a draft of this document provided to me prior to its
submission to the Office of the Inspector General, this was never done. For this reason, | wish to have the following
comments added to the record of this audit response.

Due o the lack of a quorum at the end today’s Board meeting, please note that this is only the response of the
Chairman, not necessarily that of the Board of Commissiners.

Page 6. The Authority Made Transfers in a Haphazard Manner

HATC RESPONSE:
T'he first sentence states
“The Authority and its fee accountant made improper transfers in a haphazard manner.”

funds between

T'his statement is false. The fee accountant was not involved in the process of transferring
amounts to transfer, the dates th

accounts. The fee accountant was not consulted about the

should t place. or what accounts these funds should be transferred from

The fee accountant did record the transfers between funds as they appeared on the bank statement ar
information provided by the Authority’s staff

I'he accounting side, which was done by the fee accountant can be supported with listings of deposits with
coding information as well as listings of check disbursements with coding information provided by the
Authority’s staff and verified against the deposits and payments reflected on the bank statements

Further, the draft report reflects another misrepresentation of fact when it states  that * the fee
accountant had no HUD training’. Most recently, the fee accountant atiended the PHA Financial
Conference sponsored by The Affordable Housing Association of Certified Public Accountants

I'he second sentence states

the Authority did not maintain a subsidiary ledger for its Disaster Housing Assistance Program,
l/uu\m" Choice Voucher assistance, Housing Choice Voucher administrative fees, and Shelter Plus
Cure assistance. Instead it combined all of the revenue for these forms of assistance into one bank
account, but it did not track how much each program had available in funds as expenses were paid.”

two statements are false. There was both a separate bank account and a separate cost center fo

1ic DHAP, Voucher

hat specifically accoun
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