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Independent Auditors’ Report on Internal
Control Over Financial Reporting and on
Compliance and Other Matters Based on an
Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

Honorable Jerry E. Abramson, Mayor and
The Louisville Metra Council

We have audited the financial statements of the governmental activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of
Louisville/Jefferson County Metro Government (*“Metro Government”) as of and for the year ended
June 30, 2008, which collectively comprise Metro Government's basic financial statements and have
issued our report thereon dated February 26, 2009, based on our audit and the reports of other
auditors. Our report disclaimed an opinion on Metro Government's Special Revenue Fund and was
qualified with respect to other financial statements. The gualification arose because certain financial
information in the Metro Louisville Department of Housing and Family Services could not be audited.
Several Metro Government entities were tested for compliance and internal control requirements in
accordance with Government Auditing Standards by other auditors, whose reports thereon have
been furnished to us.

The Metro Louisville Department of Housing and Family Services ("HFS") was audited by the
Kentucky Auditor of Public Accounts ("APA") and they have furnished their report to us. That audit
resulted in a disclaimer of opinion on the HFS financial statement and produced a number of
findings. Their report, dated February 18, 2009, is incorporated by reference into this letter and is
contained as Appendix A to this report.

Except as discussed in the first paragraph, we conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable fo
financial audits contained in Government Audiling Standards, issued by the Comptroller General of
the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Metro Government's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Metro Government's internal control over financial reporting, Accordingly, we do nol
express an opinion on the effectiveness of Metro Government's internal control over financial
reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned funclions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the organization's ability to initiate, aulhorize, record,
process, or report financial data reliably in accordance with generally accepted accounting principles,
such that there is more than a remote likelihood that a misstatement of the organization’s financial
statements that is more than inconsequential will not be prevented or detected by the organization's
internal control.



A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the organization's internal control.

Significant deficiencies are described in the accompanying schedule of findings and questioned
costs as the following findings (those indicated in bold are also material weaknesses):

« 08-01 » 08-HFS01-01 » 08-HOME11-06

« 08-02 = 08-HFS02-02 » 08-SFSPC40-07

» 08-03 = 08-HFS03-03 » 08-HFS06-08

« 08-04 = 08-HFS04-04 » (08-HOMEOD7-08

= 08-05 « 08-HFS05-05 * (08-HOME/CDBG15-10

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Metro Government's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The results of our tests disclosed an instance of noncompliance that
Is required to be reported under Government Auditing Standards and described in the accompanying
Schedule of Findings and Questioned Costs as Finding 08-01.

We have reviewed our findings with various Metro Government personnel, and their responses also
follow. Such written management responses to matters identified in our audit have not been
subjected to the audit procedures applied in the audit of the financial statements and, accordingly,
we express no opinion on them.

We noted certain additional matters that we reported to management of Metro Government in a
separate letter dated February 26, 20009.

This report is intended solely for the information and use of the management, the Mayor, members of
the Louisville Metro Council, the Kentucky Auditor of Public Accounts, and federal awarding
agencies and pass through entities and is not intended to be and should not be used by anyone
other than these specified parties.

TR0 S omany s,

Louisville, Kentucky
February 26, 2009
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Independent Auditors’ Report on Compliance
with Requirements Applicable to Each Major
Program and on Internal Control Over Compliance in
Accordance With OMB Circular A-133 and on the
Schedule of Expenditures of Federal Awards

Honorable Jerry E. Abramson, Mayor and
The Louisville Metro Council

Compliance

We have audited the compliance of the Louisville/Jefferson County Metro Government (“Metro
Government”) with the types of compliance requirements described in the U.S Office of
Management and Budget ("OMB") Circular A-133 Compliance Supplement that are applicable to
each of its major federal programs for the year ended June 30, 2008.

Metro Government's major federal programs are identified in the Summary of Audit Results section
of the accompanying Schedule of Findings and Questioned Costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of its major federal
programs is the responsibility of Metro Government's management. Our responsibility is to express
opinions on Metro Government's compliance based on our audit.

Except as discussed in the fifth paragraph, we conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit
to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about Metro Government's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit and the reports of other auditors provide a
reasonable basis for our opinion. Our audit does not provide a legal determination of Metro
Government's compliance with those requirements.

The Metro Louisville Department of Housing and Family Services ("HFS") was audited by the
Kentucky Auditor of Public Accounts (*APA") and they have furnished their report to us. That audit
resulted in a disclaimer of opinion on the HFS financial statement and produced a number of
findings. Their report, dated February 16, 2009, is incorporated by reference into this report and is
contained as Appendix A to this report (the "APA Report”).

The APA reported that they were unable to obtain sufficient documentation supporting the

compliance of HFS with the compliance requirements regarding activities allowed/un-allowed and
allowable costs/cost principles for certain major programs, as follows:

» Community Development Block Grant (CFDA 14.218)
» HOME Investment Parinership Program (CFDA 14.239)

A



e Summer Food Service Program for Children (CFDA 10.559)
e Low Income Home Energy Assistance (CFDA 93.568)
e Community Services Block Grant (93.569)

The APA was not able to satisfy themselves as to HFS’s compliance with those requirements for the
above programs by other auditing procedures. Details of the circumstances related to these scope
limitations are presented in the APA Report in Findings 08-HFS01-11 and 08-HFS04-14.

The APA found that HFS did not comply with the requirements regarding activities allowed/un-
allowed and allowable costs/cost principles; cash management; earmarking; eligibility; program
income; reporting; and subrecipient monitoring, that are applicable to the following major programs:

e Community Development Block Grant (CFDA 14.218)

e HOME Investment Partnership Program (CFDA 14.239)

e Lead-Based Paint Hazard Control in Privately-Owned Housing (CFDA 14.900)
e Shelter Plus Care CFDA 14.238)

e Summer Food Service Program for Children (CFDA 10.559)

e Low Income Home Energy Assistance (CFDA 93.568)

e Community Services Block Grant (93.569)

Compliance with such requirements is necessary, in our opinion, for Metro Government to comply
with requirements applicable to these major programs. A description of these matters is contained in
the following findings in the APA Report:

08-HOMEO8-16
08-HOME/CDBG16-23
08-HOME/CDBG18-25
08-HOME/CDBG19-26
08-CDBG22-29

08-CDBG23-30
08-LEAD26-33
08-SPC29-36
08-LIHEAP34-41
08-LIHEAP35-42

08-LIHEAP36-43
08-SFSPC37-44
08-SFSPC38-45
08-SFSPC39-46
08-SFSPC41-48
08-CSBG43-50

In our opinion, based on our audit and the report of other auditors, because of the effects of the
noncompliance described in the preceding paragraph, for the year ended June 30, 2008, Metro
Government did not comply, in all material respects, with the requirements referred to above that are
applicable to the following major programs: Community Development Block Grant (CFDA 14.218),
HOME Investment Partnership Program (CFDA 14.239), and Summer Food Service Program for
Children (CFDA 10.559).

Also, in our opinion, based on our audit and the report of other auditors, except for the
noncompliance described above and for the effects of other noncompliance, if any, as might have
been determined had sufficient evidence regarding compliance with the requirements regarding
activities allowed/un-allowed and allowable costs/cost principles been able to be examined for the
Low Income Home Energy Assistance Program (CFDA 93.568) and the Community Services Block
Grant Program (CFDA 93.569) for the year ended June 30, 2008, Metro Government complied, in all
material respects, with the requirements referred to above that are applicable to the following major
programs:

Lead-Based Paint Hazard Control in Privately-Owned Housing (CFDA 14.900)
Shelter Plus Care CFDA 14.238)

Low Income Home Energy Assistance (CFDA 93.568)

Community Services Block Grant (93.569)



Additionally, in our opinion, Metro Government complied, in all material respects, with the
requirements referred to above that are applicable to the following major programs for the year
ended June 30, 2008:

e Special Programs for the Aging - Nutrition Services Incentive Plan (CFDA 93.044,
93.045 and 93.053)

e Special Supplemental Nutrition Program for Women, Infants and Children (CFDA 10.557)
e WIA Adult Program (CDFA 17.258)

e WIA Youth Activities (CFDA 17.259)

e WIA Dislocated Workers (CFDA 17.260)

¢ Highway Planning and Construction (CFDA 20.205)

e State Domestic Preparedness Equipment Support Program (CDFA 97.004)

e Homeland Security Grant Program (CDFA 97.067)

The results of our audit and the audit of the APA also disclosed other instances of noncompliance
with those requirements which are required to be reported in accordance with OMB Circular A-133
and which are described in the accompanying Schedule of Findings and Questioned Costs (including
Appendix A) as the following findings:

e 08-06 e (08-HOMEO7-15 e 08-SPC30-37
e 08-07 e (08-HOME12-20 e 08-SPC31-38
e 08-08 e 08-HOME13-21 e 08-SPC32-39
e 08-09 e 08-HOME/CDBG17-24 e 08-CSBG42-49

e 08-HOME/CDBG21-28

Internal Control Over Compliance

The management of Metro Government is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered Metro
Government’s internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion
on the effectiveness of Metro Government’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect noncompliance with a type of compliance requirement
of a federal program on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to administer a federal program such
that there is more than a remote likelihood that noncompliance with a type of compliance
requirement of a federal program that is more than inconsequential will not be prevented or detected
by the entity’s internal control.



A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that material noncompliance with a type of compliance requirement
of a federal program will not be prevented or detected by the entity’s internal control.

Significant deficiencies are described in the accompanying Schedule of Findings and Questioned
Costs the following findings (those indicated in bold are also material weaknesses):

08-01 08-HOME13-21 08-SPC28-35
08-02 08-HOME/CDBG14-22 08-SPC29-36
08-03 08-HOME/CDBG16-23 08-SPC30-37
08-HFSO01-11 08-HOME/CDBG17-24 08-SPC31-38
08-HFS02-12 08-HOME/CDBG18-25 08-SPC32-39
08-HFS03-13 08-HOME/CDBG19-26 08-LIHEAP33-40
08-HFS04-14 08-HOME/CDBG20-27 08-LIHEAP34-41

08-HOMEOQ7-15
08-HOMEO08-16
08-HOMEO09-17
08-HOME/CDBG/LEAD10-18
08-HOME11-19
08-HOME12-20

08-HOME/CDBG21-28
08-CDBG22-29
08-CDBG23-30
08-LEAD24-31
08-LEAD25-32
08-LEAD26-33
08-SPC27-34

08-LIHEAP35-42
08-LIHEAP36-43
08-SFSPC38-45
08-SFSPC39-46
08-SFSPC40-47
08-SFSPC41-48
08-CSBG43-50

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses.

Metro Government’s responses to the audit findings follow. We did not audit their responses and,
accordingly, we express no opinion on them.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of Metro
Government as of and for the year ended June 30, 2008, and have issued our report thereon dated
February 26, 2009, based on our audit and the reports of other auditors. Our audit was performed
for the purpose of forming opinions on the financial statements that collectively comprise Metro
Government's basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is
not a required part of the basic financial statements.

The auditor of HFS, as discussed in the fourth paragraph of this report, issued a disclaimer of
opinion on HFS’s schedule of expenditures of federal awards. Their report, dated February 16,
2009, stated that HFS did not maintain adequate supporting documentation for the journal vouchers
recorded throughout the year, did not follow existing policies and procedures or did not have any
written policies and procedures for many operations. The HFS auditors were not able to apply other
audit procedures to satisfy themselves as to journal voucher transactions or overcome audit risk
within HFS. As such, they stated that the scope of their work was not sufficient to enable them to
express, and they did not express, an opinion on the HFS schedule of expenditures of federal
awards. Because financial activity of HFS is such a large portion of Metro Government’s Schedule
of Expenditures of Federal Awards, we are unable to express, and we do not express, an opinion on
Metro Government’s Schedule of Expenditures of Federal Awards.



This report is intended solely for the information and use of the management, the Mayor, members of
the Louisville Metro Council, the Kentucky Auditor of Public Accounts, federal awarding agencies
and pass through entities and is not intended to be and should not be used by anyone other than
these specified parties.

ST § ompany /S <

Louisville, Kentucky
March 31, 2009, except for the second to last paragraph
for which the date is February 26, 2009
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Schedule of Expenditures of Federal Awards

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Pass Through

Expenditures

Provided to

CFDA # Program Title Number Cash Subrecipient
U.S. Department of Agriculture
Direct Programs:
10.551  Food Stamp Outreach $ 48,880
10.580 Food Stamp Participation 5,436
Passed Through Kentucky Department of Natural Resources:
10.069 Conservation Reserve Program M-02021352 415
Passed Through Kentucky Department of Public Health:
10.557  Special Supplemental Nutrition Program for Women, Infants, and Children Various 2,626,174
Passed Through Kentucky Department of Education:
10.559  Summer Food Service Program for Children 056-W45-999-SU 1,455,158
Total U.S. Department of Agriculture 4,136,063
U.S. Department of Commerce
Direct Programs:
11.307  Economic Adjustment Assistance 60,061
11.302  Brownfields Assessments - Park Hill Industrial Corridor Economic Development 99,999
Total U.S. Department of Commerce 160,060
U.S. Department of Housing and Urban Development
Direct Programs:
14.218  Community Development Block Grants / Entitlement Grants 6,853,318 368,955
14.219  Community Development Block Grants / Small Cities Program 187,776
14.231  Emergency Shelter Grants Program 398,744 398,743
14.235  Supportive Housing Program 227,478
14.238  Shelter Plus Care 953,006
14.239 HOME Investment Partnership Programs 2,021,419 207,254
14.241  Housing Opportunities for Persons with AIDS 422,382 321,013
14.246  Sun Valley Improvement 3,217
Continued



Schedule of Expenditures of Federal Awards--Continued

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Pass Through Expenditures

Provided to

CFDA # Program Title Number Cash Subrecipient
14.871  Family Self-Sufficiency 691,750
14.900 Lead-Based Paint Hazard Control in Privately-Owned Housing 1,107,862
Total U.S. Department of Housing and Urban Development 12,866,952 1,295,965
U.S. Department of the Interior
Direct Programs:
15.929  Save America's Treasures 895
Passed Through:
15.622  Police Docks Program/Ohio Bridges Drainage Agreement 1,476,299
Total U.S. Department of the Interior 1,477,194
U.S. Department of Justice
Direct Programs:
16.004 DEA Task Force 39,386
16.305 Derby City Task Force (ICE)/Joint Terrorism Task Force 60,448
16.527  Supervised Visitation, Safe Havens for Children 136,607 168,636
16.580  Byrne Discretionary 298,529
16.590 Grants to Encourage Arrest Policies and Enforcement of Protection Orders 433,525
16.595 Community Capacity Development Office 153,933
16.609 Community Prosecution and Project Safe Neighborhoods 59,478 67,962
16.710  Public Safety Partnership and Community Policing Grant 572,408
16.738  Edward Byrne Memorial Justice Assistance Grant Program 471,367
16.744  Anti-Gang Initiative 101,600
2,327,281
Passed Through Kentucky Justice and Public Safety Cabinet:
16.523  Juvenile Accountability Block Grant Various 28,584
16.549  Department of Juvenile Justice Various 17,218
16.579  Edward Byrne Memorial Formula Grant Program Various 310,000
16.588  Violence Against Women Formula Grants Various 139,028
Total U.S. Department of Justice 2,822,111 236,598
Continued



Schedule of Expenditures of Federal Awards--Continued

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Pass Through

Expenditures

Provided to

CFDA # Program Title Number Cash Subrecipient
U.S. Department of Labor
Passed Through Kentucky Department for Workforce Investment:
17.245  Trade Adjustment Assistance 20506002 41,425
17.267  Work Incentive Grants M-04127689 8,906
WIA Cluster
17.258  WIA Adult Program Various 1,225,155 1,464,181
17.259  WIA Youth Activities Various 1,879,026 1,006,290
17.260  WIA Dislocated Workers Various 5,008,158 134,050
Total U.S. Department of Labor 8,162,670 2,604,521
U.S. Department of Transportation
Passed Through Kentucky Transportation Cabinet:
20.205 Highway Planning and Construction Various 6,341,673
20.215 Highway Training and Education Various 610,287
20.219  Recreational Trails Program Various 23,129
20.N/A  Community and Roadway Safety Funds Agreement 208,642
Passed Through Kentucky Homeland Security:
20.219  UASI Transportation Initiative N/A 63,755
Passed Through Kentucky Justice and Public Safety Cabinet:
20.218  National Motor Carrier Safety Various 114,978
20.522  Unified Planning Work Program N/A 88,999
20.N/A  Underage Drinking Prevention 2007-AH-FX-0027AB 7,840
Highway Safety Cluster
20.600  State and Community Highway Safety Various 160,482
20.601  Alcohol Traffic Safety and Drunk Driving Prevention Incentive Grants LSF-683-L1/08 35,000
Total U.S. Department of Transportation 7,654,785
U.S. Equal Employment Opportunity Commission
Direct Programs:
30.002 Employment Discrimination_State and Local Fair Employment
Practices Agency Contracts 88,644
Continued
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Schedule of Expenditures of Federal Awards--Continued

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Pass Through

Expenditures

Provided to

CFDA # Program Title Number Cash Subrecipient
U.S. Department for Libraries and Archives
Direct Programs:
45.310 Grants to States 96,813
U.S. Environmental Protection Agency
Direct Programs:
66.001  Air Pollution Control Program Support 718,003
66.034  Surveys, Studies, Investigations, Demonstrations and Special Purpose
Activities Relating to the Clean Air Act 132,288
66.202  Waterline Construction Project at Technology Park 393,407
66.436  Riverbank Stabilization Project 694,904
66.818  Congressionally Mandated Projects - Brownfields Assessments 136,213
Total U.S. Environmental Protection Agency 2,074,815
U.S. Department of Energy
Passed Through Kentucky Cabinet for Health and Family Services:
81.042  Weatherization M-06107251 Subcontract# 24 574,878
Total U.S. Department of Energy 574,878
U.S. Department of Education
Direct Programs:
TRIO Cluster
84.044 TRIO_Talent Search 322,802
84.066  TRIO_Educational Opportunity Centers 503,109
Total U.S. Department of Education 825,911
U.S. Department of Health and Human Services
Direct Programs:
93.008 Medical Reserve Corps Small Grant Program 7,125
93.048  Special Programs for the Aging_Title |_ and_Title Il Discretionary Projects 197,351 139,768
93.110  Healthy Tomorrows Partnership for Children's Programs 25,173
93.283  Centers for Disease Control and Prevention_Investigations and
Technical Assistance 138
93.926  Healthy Start Initiative 1,180,015
Continued
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Schedule of Expenditures of Federal Awards--Continued

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Pass Through

Expenditures

Provided to

CFDA # Program Title Number Cash Subrecipient
Passed Through Kentuckiana Regional Planning and Development Agency (KIPDA):
93.044  Nutrition Services Incentive Plan Title IIl, Part B M-06156729 15,000
93.045  Nutrition Services Incentive Plan Title IIl, Part C M-06156729 1,330,511 1,097,732
93.053  Nutrition Services Incentive Program M-06156729 (LOU) 217,034
Passed Through Kentucky Cabinet for Health and Family Services:
93.116  Project Grants and Cooperative Agreements for Tuberculosis
Control Programs U52CCU400496 (SDFD) 114,246
93.197  Childhood Lead Poisoning Prevention Projects_State and Local
Childhood Lead Poisoning Prevention and Surveillance of Blood
Lead Levels in Children US7/CCU-422866-03 (SIBW) 240,263
93.217  Family Planning_Services 5 FPHPA040612-35-00 (SBBH) 941,748 494,917
93.235  Abstinence Education Program G-0601KYAEGP (SBB7) 55,441
93.268  Immunization Grants H23CCH422527 (SDFB) 170,301
93.283  Centers for Disease Control and Prevention - Investigations and
Technical Assistance Various 650,898 256,312
93.558  TANF with CHFS PON2-736-0700004043 853,907 535,615
93.568 Low-Income Home Energy Assistance Subcontract #15 2,906,635
93.569  Community Services Block Grant PON2 736 0700005036 1 1,501,934
93.767  State Children's Insurance Program 05-0505KY5021 (SJBD) 57,086
93.778  Medical Assistance Program 05-0505KY5048 (SAAG + SCCG) 19,802
93.889  Centers for Disease Control and Prevention_Investigations and 6U3RH505962 67,237
Technical Assistance
93.940 HIV Prevention Activities_Health Department Based U62/CCU423518 (SDGH) 124,500
93.944  Human Immunodeficiency Virus (HIV) /Acquired Immunodeficiency
Virus Syndrome (AIDS) Surveillance U62CCU423571 (SDGP) 42,275
93.945  Assistance Programs for Chronic Disease Prevention and Control U50/CCU421288.04 (SJKU & SCBH) 17,493
93.977  Preventive Health Services_Sexually Transmitted Diseases Control Grants H52CCH404333 (SDFG) 220,250 88,870
93.988  Cooperative Agreements for State-Based Diabetes Control Programs
and Evaluation of Surveillance Systems U32/CCU422701-03 (SCBD) 5,014
93.991  Preventive Health and Health Services Block Grant Various 114,030
93.994  Maternal and Child Health Services Block Grant to the States Various 657,817 104,788
Continued

-12-



Schedule of Expenditures of Federal Awards--Continued

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Pass Through

Expenditures

Provided to

CFDA # Program Title Number Cash Subrecipient

Passed Through Kentucky Division of Substance Abuse:

93.959  Block Grants for Prevention and Treatment of Substance Abuse M-06139639 1,061,464
Total U.S. Department of Health and Human Services 12,794,688 2,718,002
U.S. Corporation for National and Community Service
Direct Programs:

94.002  Retired and Senior Volunteer Program 132,791

94.011  Foster Grandparent Program 350,349
Passed Through Kentucky Cabinet for Health and Family Services:

94.006  AmeriCorps KCCVS 0600001757 217,251
Total U.S. Corporation for National and Community Service 700,391
U.S. Department of Homeland Security
Direct Programs:

97.044  Assistance to Firefighters Grant 153,914

97.024  Emergency Food and Shelter National Board Program 192,792

97.056  Port Security Grant Program 348,829

97.071  Metropolitan Medical Response System 320,081
Passed Through Kentucky Office of Homeland Security:

97.067 Homeland Security Grant Program Various 2,333,682

97.078 Homeland Security Grant Program P02 094 800014760 1 10,253

97.004  State Domestic Preparedness Equipment Support Program Various 5,631

97.039  Hazard Mitigation Grant Various 7,614
Total U.S. Department of Homeland Security 3,372,696
U.S. Department of Defense
Direct Programs:

N/A  Division of the Navy - Guard Services Contract Agreement 162,215
Continued

-13-



Schedule of Expenditures of Federal Awards--Continued

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Pass Through

Expenditures

Provided to

CFDA # Program Title Number Cash Subrecipient
U.S. Secret Service
Direct Programs:
97.015  Secret Service Task Force 6,330

U.S. Marshals Service
Direct Programs:

N/A  KY Explosive Incident Response Task Force 22,849

N/A  Western Kentucky Fugitive Task Force 3,784
Total U.S. Marshals Service 26,633

N/A  FBI - Regional Computer Forensics Lab 12,851

N/A  HDTA - Airport Interdication Unit 39,993

N/A KY Criminal Enterprise Taskforce (FBI) 54,343

N/A  Ryder Cup 9,921

Total Expenditures of Federal Awards $ 58,120,957 $ 6,855,086

See Notes to Schedule of Expenditures of Federal Awards

-14-




Notes to the Schedule of Expenditures of Federal Awards
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Note A--Purpose of the Schedule and Significant Accounting Policies

Basis of Presentation--OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, requires a Schedule of Expenditures of Federal Awards (“SEFA”) showing each
federal financial assistance program as identified in the Catalog of Federal Domestic Assistance
(“CFDA"). The accompanying schedule includes all federal grant activity for the Louisville/Jefferson
County Metro Government (“Metro Government”), and is presented on the modified accrual basis of
accounting. Amounts are presented net of program income, if applicable.

The basic financial statements of Metro Government are presented on the modified accrual basis of
accounting for the governmental fund financial statements and the accrual basis of accounting for
the government-wide, proprietary fund, and fiduciary fund financial statements. Therefore, the SEFA
may not be directly traceable to the basic financial statements in all cases.

Note B--Type A Programs

Type A programs for Metro Government mean any program for which total expenditures of federal
awards exceeded $1,743,629 for the fiscal year ended June 30, 2008.

Note C--Programs From Multiple Funding Sources

OMB Circular A-133 Section 105 defines a recipient as "a non-federal entity that expends federal
awards received directly from a federal awarding agency to carry out a federal program" and a pass-
through entity as "a non-federal entity that provides a federal award to a sub-recipient to carry out a
federal program."

Federal program funds can be received directly from the federal government or passed through from
another entity. Below is a list of all federal programs that are funded from more than a single funding
source. They may be either (1) multiple passed through agencies, or (2) both direct and passed
through. All other federal programs listed on the SEFA are from a single source, and therefore the
program totals are evident in the SEFA.

Direct/Pass

Through
CFDA No. Program Received From (Grantor No.) Expenditures
93.283 Centers for Disease $ 138
Control and HHS Direct
Prevention -
Investigations and Kentucky Cabinet
Technical for Health and Pass Through
Assistance Family Services (Multiple) 650,898

$ 651,036
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Schedule of Findings and Questioned Costs

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Summary of Audit Results

1. The auditors’ report expresses a qualified opinion on the financial statements of the
Louisville/Jefferson County Metro Government (“Metro Government”), except for the Special
Revenue Fund for which we were unable to express an opinion.

2. Significant deficiencies relating to the audit of the financial statements follow.

3. Instances of noncompliance material to the financial statements of Metro Government were
disclosed during the audit, and follow.

4. Significant deficiencies relating to the audit of the major federal award programs follow.

5. The auditors’ report on compliance for the major federal award programs of Metro Government
expresses opinions as follows in item 7 below.

6. Audit findings that are required to be reported in accordance with Section 510(a) of OMB
Circular A-133 are reported in this schedule.

7. The programs tested as major programs are as follows:

CFEDA No. Program Title Audit Opinions

e 10.557 e Special Supplemental Nutrition Program for Women, e U

Infants and Children

e 10.559 e Summer Food Service Program for Children e DA

o 14218 e  Community Development Block Grants e DA

o 14238 e Shelter Plus Care e AQ

o 14239 e HOME Investment Partnership Program e DA

e 14900 e Lead-Based Paint Hazard Control in Privately-Owed e AQ

Housing

o 17.258 e WIA Adult Program (Note A) e U

e 17.259 e WIA Youth Activities (Note A) e U

e 17.260 e WIA Dislocated Workers (Note A) o U

e 20.205 e Highway Planning and Construction e U

e 03.044 e Nutrition Services Incentive Plan Title Ill, Part B e U

e 93.045 e Nutrition Services Incentive Plan Title Ill, Part C e U

e 93.053 e Nutrition Services Incentive Program e U

e 93.568 e Low-Income Home Energy Assistance e DAQ

e 93.569 e Community Services Block Grant e DAQ

e 97.067 e Homeland Security Grant Program (Note B) e U

Audit Opinions: U-Unqualified, Q-qualified, A-adverse, D-disclaimer

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Summary of Audit Results--Continued

8. The threshold used for distinguishing between Type A and Type B programs was $1,743,629.

9. Metro Government did not qualify as a low risk auditee.

Note A — These three programs are part of the “WIA Cluster”.

Note B — There is a “Homeland Security Cluster” that includes CFDA No. 97.067 and No. 97.004.
However, Section IV.2. of that document states that “Expenditures for awards under CFDA 97.004,
State Domestic Preparedness Equipment Support Program, should not be included in the audit of
this cluster.”
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Findings — Financial Statement Audit

Finding 08-01 - Internal Controls, Management, and Staff Training in the Department of
Housing & Family Services Should Be Improved and Monitoring Processes Implemented

Condition: As discussed in the prior two years, we noted that there have been ongoing accounting
and internal control problems related to housing-related operations, especially with respect to
administration of federal grants. This was reported as a “material weakness” in internal control,
which is the highest level of concern that an auditor can raise under professional standards.

This year, the Kentucky Auditor of Public Accounts (“APA”) conducted a special audit of the Metro
Louisville Department of Housing and Family Services (“HFS”) for the fiscal year ended June 30,
2008 and issued a report of their findings. This report provides detailed recommendations regarding
improvements within HFS that should be made. Their report, dated February 16, 2009, is attached
as an appendix to this letter.

Cause: There has been a lack of management and oversight of HFS.

Effect: Required reports may not be made on a timely basis. Requests for draw downs of funds
may be may not be accurate. Metro Government may not be in compliance with applicable laws and
regulations.

Recommendation: The U.S Department of Housing and Urban Development (“HUD”) is currently
the largest source of federal funds for Metro Government. Given the size and importance of HUD-
related programs, we recommend that a concerted effort be made to bring the level of processing,
accounting and reporting for federal programs up to the highest standards. We recommend that
management’s plans to improve this department include the following:

e Permanent senior leadership of HFS should be selected and put in place, including a business
manager with strong financial skills, analytical abilities, and a background in implementing good
internal controls.

¢ Financial management of HFS should have direct accountability to the Finance Department
including providing acceptable documentation for all disbursements, journal entries and other
accounting transactions.

e A concerted effort should be made to educate and enforce compliance with existing Metro
Government policies. In areas that are specific to HFS or where Metro Government policies are
not detailed enough, HFS should develop and enforce additional policies and procedures as
needed.

e Management is currently working on a project to reconcile amounts reported in Metro
Government's general ledger to HUD’s Integrated Disbursement & Information System (“IDIS").
This needs to be completed to the satisfaction of HUD as soon as possible.

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Finding 08-01--Continued
Management’'s Response:

Louisville Metro Government (“Metro”) places great importance on internal controls, training and
monitoring, and continues to make significant improvements in these areas. A concerted effort is
underway in Fiscal Year 2009 and moving forward to bring the level of processing, accounting and
reporting for federal programs to the highest standard for the Department of Housing and Family
Services (“HFS").

Tina Heavrin, Special Counsel to the Mayor, was named Interim Director of HFS in early FY 2009,
and continues to act in that capacity. During her tenure, positive changes have been implemented to
address these issues.

e The HFS business office has been re-organized. The business office is now managed by
an Executive Administrator, and an additional Business Manager position was added so
that there is a business manager over the CAP and Human Services division’s, and a
business manager over the Housing division. Additionally, each business manager has
been assigned a full staff to perform all necessary business office functions under each
division.

e The Grants Planning, Compliance and Monitoring Unit has been created to process
federal and state grants from pre-application through close-out. This unit reports directly
to the department director and will assist staff in drafting grant applications, determine
eligibility of projects for grant funding and ensure that program and reporting requirements
for the expenditure of grant funds are met. The unit will monitor outside recipients for
compliance with federal and state guidelines, manage the HUD Integrated Disbursement
and Information System (IDIS) reporting system and assist with other grant related
compliance issues as needed.

Since July 1, 2008, the Grants Management division of Finance and Administration (Finance) has
been responsible for processing and reconciling all reimbursement requests in the IDIS and LOCCS
systems for the CDBG, HOME, ESG, HOPWA, and SPC programs. Finance prepares a report of all
LeAP expenditures for these programs and submits them to HFS for review twice a month. HFS is
responsible to review the expenditures and verify that they are allowable under the grant. Upon
approval, Finance will request reimbursement.

Finance has prepared an IDIS to LeAP reconciliation for Fiscal Year 2008. For Fiscal Year 2009,
monthly reconciliations between the two systems are completed by the end of the following month.
In the fall of 2008, HFS hired 4 temporary employees to begin the process of reconciling IDIS to
LeAP for Fiscal Years 2004-2007. Finance continues to support HFS with this reconciliation as we
move toward meeting HUD’s expectations on the completion of this project.

Additionally, HFS has been holding monthly meetings with HFS management and the Mayor and
HUD, as well as regular weekly meetings between HFS and Finance to continue making
improvements on issues identified in recent audits.

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Finding 08-02 - Training and Coordination of Business Managers Could Be Improved

Condition: This year, as in past years, we noted a fairly wide variety of skill levels and training of
departmental business managers. Some were experienced in accounting and business operations.
Others rose to the position through a non-business career track and were still learning the business
side of the department. Training opportunities are offered by the Finance Department; however,
some business managers do not attend. Also, we noted that the Finance Department has no direct
ability to compel department business managers to follow Metro Government'’s policies.

Cause: Training opportunities are offered by the Finance Department; however, these are not
mandatory and a number of business managers do not attend. Also, we noted that the Finance
Department has no direct ability to compel department business managers to follow Metro
Government’s policies.

Effect: The quality and/or consistency of the accounting records may be adversely affected.

Recommendation: We understand that management has a position within the Finance Department
that deals exclusively with departmental business managers. This person is responsible for
facilitating increased communication with the departments, for improving consistency of
documentation and for establishing training opportunities. We recommend the following:

e Minimum standards should be developed for departmental business managers.

o At least key portions of an educational regimen should be made mandatory. This would aid in
the training of less experienced personnel and would promote consistency in accounting among
the departments.

e The Finance Department needs to have the authorization to compel certain accounting and
financial reporting practices within the departments.

Management’s Response:

Metro continues to review the process for hiring, training, and monitoring the role of the business
manager. Metro Finance has also implemented mandatory training on various topics of interest to
business managers in the current fiscal year and will continue to develop in the next fiscal year. The
goal of the training classes is to disseminate information to appropriate department staff, promote
consistency in applying Metro’s policies and procedures, and to provide an effective learning
environment that allows business managers the opportunity to work directly with Finance staff.
Additionally, Metro continues to hold monthly business manager meetings to provide relevant
communications and training to business managers on an ongoing and regular basis.

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Finding 08-03 - Improve Accounting for HUD Loan Balances

Condition: We noted that the software used to track and maintain U.S. Department of Housing and
Urban Development (“HUD”) loans is not reliable. In the system, the June 30, 2008 balance did not
reconcile to the June 30, 2007 balance after considering payments made during the year. In order to
determine an individual's true loan balance, a manual calculation has to be made.

Cause: Software is inadequate for level of recordkeeping needed for this function.

Effect: Opportunities for inefficiencies and possible errors that are associated with manual
calculations.

Recommendation: We recommend that new software be implemented that will allow the proper
tracking of loan balances, additional loan amounts, interest, and payments.

Management’s Response:

Metro recognizes the importance of an adequate and reliable loan system to properly track loan
balances, account for new loans, and calculate payments and interest. In Fiscal Year 2009, Metro
purchased Oracle Loans software, which will meet accounting, reporting, and monitoring needs for
loan balances. Metro is currently in the process of retaining a consultant that will assist in
implementing the software and transferring the appropriate loan information into the new database.

When calculating the ending balance for June 30, 2008, other pieces of information must be
considered in addition to principal payments. Any new loans for the year must be added to the
beginning balance, and any forgivable portions of the balance must be deducted. Loan balances that
are manually calculated reconcile to the amounts recorded in the database within a material amount.

It is important to note that the current system does calculate loan balances; it is not a manual
process. Any time loan information is given out to an individual client, a manual check of the balance
calculation is performed in order to ensure that the individual is presented with accurate information
on the loan report given to them.

Finding 08-04 - Enforce and Monitor the Processes Relating to the Recordkeeping of Capital
Assets and Construction in Progress

Condition: In connection with our audit of capital assets, we noted the following:

e Approximately $775,000 of fiscal year 2008 additions were not added in the capital asset
system until the following fiscal year. They were, however, properly recorded in Metro
Government’s Comprehensive Annual Financial Report.

e For one department, additions of approximately $2,800,000 and disposals of $3,300,000 for
fiscal year 2008 were never reported to the Finance Department, which resulted in the
transactions not being recorded in the capital asset software system.

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Finding 08-04--Continued

e All departments are not consistently submitting the property disposal declaration forms as
outlined in Metro Government’s fixed asset policy, which results in disposals not being
removed from the Capital Asset subledger. This form serves as the source documentation
that authorizes the disposal.

e Documentation for certain transactions indicated that proceeds for the sale of an asset were
received; however, no proceeds were recorded in the capital asset subledger.

Cause: Training for new employees and follow up on policy and procedures for existing employees
needs to be provided to staff responsible for the maintenance of capital asset records.

Effect: Possible misstatements could occur to the financial statements.
Recommendations: In connection with the above, we recommend the following:

e Provide mandatory training on an annual basis for all departments to refresh their
understanding of the capital asset processes. Ensure new personnel are trained on the
capital asset policies.

e Metro Government should enforce its policy of requiring the property disposal declaration
forms for all disposals of capital assets.

e Each department has the ability to generate a report of capital assets at any time. Each
department should review this report periodically and verify the assets listed are still on hand
and that any new assets were added. Once the report is reviewed, any differences should
be noted and returned to the Finance Department. This certainly should occur at least
annually.

e Management has implemented a schedule of physical inventories of capital assets. These
inventories should be completed and should recur on a regular basis (such as every two to
three years) to ensure that only active assets are included on the financial statements.

e Projects recorded in the construction in progress account should be monitored periodically to
ensure they are capitalized on a timely basis. Consideration should be given to capitalizing
phases of long-term projects as they are completed and placed in service instead of waiting
for the entire project to be completed. Establish a timeframe for items to remain in the
construction in progress account. Once that time period has lapsed, Finance Department
personnel should contact the department in charge of the project and document the
estimated completion date.

Management’s Response:

Metro Government regularly reviews policies and procedures over capital assets, and provides
regular training over capital asset policies for departmental business offices. Metro Finance has
been evaluating the property disposal form as it related to surplus property, and this review will likely
modify the policies for more consistent use across all Metro departments. The property disposal
form, however, is not the source documentation that authorizes the disposal of assets.

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Finding 08-04--Continued

The $775,000 of FY 2008 additions noted in the comment were the result of a physical inventory
count at one department and were added correctly to be reflected in the financial statements. The
fiscal year had already been closed in Metro’s fixed asset system prior to completion of the count,
and were not added to the system until the following period. The library additions/deletions netted to
an immaterial amount that did not have a material effect on the financials, and the Library will do a
better job of maintaining this information in the capital asset system in the future.

Proceeds from the sale of an asset are not reflected in the capital asset sub-ledger. These proceeds
were accurately reflected in the general ledger and financial statements.

Finance will continue to monitor capital asset activity with departments and encourage business
offices to regularly review their capital asset reports. Policies over capital asset physical inventories
are in place and a schedule of counts has been established; Metro will continue to make sure these
are done on a regular basis in accordance with policy. Projects reflected in CIP are reviewed
regularly and will continue to be in the future. Finance will continue to monitor capital asset activity
with departments and encourage business offices to regularly review their capital asset reports.

Finding 08-05 - Firefighters’ Pension Fund - Prohibit the Signing Of Blank Checks and
Implement Segregation of Duties

Condition: In connection with our audit of the Firefighters’ Pension Fund we noted that a few blank
checks are signed at each board meeting in case they are needed for payroll or unexpected
expenses. Also, one of the authorized check signers has the authorization to transfer funds, open
the bank statements, and reconciles the bank statements.

Cause: The board meets on a periodic basis and are not readily available to sign checks. Also,
there is a lack of segregation of duties due to size of staff.

Effect: The unauthorized use of cash could result.

Recommendation: In connection with the above, we recommend that the signing of blank checks
should be prohibited to reduce the possibility of the unauthorized use of cash. Also, segregation of
duties should be improved. One mitigating control would be for bank statements to be mailed
directly to a responsible official who does not have the authorization to transfer funds or reconcile the
statement to the general ledger. The bank statement should be opened and reviewed for any
unusual items, signed to provide evidence that a review took place, and then forwarded for the
reconciliation to be prepared.

Continued
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Schedule of Findings and Questioned Costs--Continued

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Finding 08-05--Continued

Management’s Response:

Metro will share this recommendation with the Firefighters’ Pension board, although this board is a
separate governing board from Metro. Metro will also provide best practices over cash controls and
management and cash policies in place at Metro for their evaluation.

In addition to the above findings, the Metro Louisville Department of Housing and Family Services
(“HFS”") was audited by the Kentucky Auditor of Public Accounts (“APA”) and they have furnished
their report to us, which contained a number of findings. Their report, dated February 16, 2009, is
incorporated by reference into this report and is contained as Appendix A to this report. A summary
of their findings related to their audit of HFS follows. Appendix A should be referred to for a more
complete description.

Finding 08-HFS01-01 - Management Of Department Of Housing And Family Services Lacked
Basic Understanding Of Programs Within The Department And Did Not Provide Staff Proper
Direction And Oversight Of Procedures And Processes, Increasing The Risk For Fraud Or Error

Finding 08-HFS02-02 - Management Within The Department Of Housing And Family Services
Did Not Follow Policies And Procedures To Ensure A Proper Internal Control Structure Existed
Throughout The Department

Finding 08-HFS03-03 - The Department Of Housing And Family Services Has Not Corrected
Multiple Prior Audit Findings

Finding 08-HFS04-04 - Management In Department Of Housing And Family Services Did Not
Follow Policies And Procedures Established For Payroll

Finding 08-HFS05-05 - The Schedule Of Expenditures Of Federal Awards Did Not Agree With
The Accounting System

Finding 08-HOME11-06 - The Department Of Housing And Family Services Lacks Ethical
Guidelines Which Resulted In Conflicts Of Interest

Finding 08-SFSPC40-07 - The Department Of Housing And Family Services Overspent
Summer Food Service Program For Children Funds By $259,040 Due To Accounting Records
That Were Not Properly Reconciled

Finding 08-HFS06-08 - The Department Of Housing And Family Services Did Not Notify
Department Of Finance Of All Bank Accounts Under Their Control

Finding 08-HOMEOQ7-09 - The Department Of Housing And Family Services Did Not Provide
Written Policies And Procedures For HOME Report Preparation And Ensure Knowledgeable
Supervisory Review Of Reports

Finding 08-HOME/CDBG15-10 - The Department Of Housing And Family Services Did Not
Ensure That Staff And Management Understand Federal Reporting Requirements Regarding
Subrecipients

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Findings and Questioned Costs — Major Federal Award Programs Audit

Finding 08-06 - Matching Requirements Mandated By the Grant Agreement Were Not Met
(CFDA No. 20.205)

Condition: The Highway Planning & Construction grant agreement mandated that a 20% match of
total expenditures be made. A separate general ledger account is used to maintain the match total and
did not equate to 20% of the expenditures made.

Cause: Allowable expenditures were not budgeted nor monitored to ensure the match requirement
was met.

Effect: Metro Government is not in compliance with the stated requirements. If matching
requirements are not met, the grantor may disallow all of the expenditures and request a refund of all
program funds.

Recommendation: Metro Government should implement procedures and processes to ensure that
matching requirements mandated by grant agreements are met.

Management’'s Response:

Metro does have a very thorough grants management policy in place that addresses the recording of
match expenditures in LeAP. All match expenses should be recorded in the general or capital funds,
and it is the responsibility of the agency to ensure that match expenditures are recorded
appropriately.

This program does have a budget established in both the Special Revenue fund and the General
fund to record grant activity and the required match activity respectively. In Fiscal Year 2009, a
journal entry was processed to move 20% of the total project expense into the match account,
meeting the match requirement. Moving forward, all expenses paid on this project will be split 80/20
between the program cost center and the match cost center until the required match portion is met.
Finance will continue to provide guidance to the agency and monitor both the grant and match
accounts to ensure match expenditures are recorded according to the program requirements.

Finding 08-07 - Non-Compliance With The Davis-Bacon Act Was Noted (CFDA No. 20.205)

Condition: In connection with our audit of Highway Planning & Construction’s compliance with the
Davis-Bacon Act, we noted the following:

e The Highway Planning & Construction’s bid documentation provided to contractors referenced
outdated prevailing wage rates.

e Instances were noted where contractors paid workers rates below the prevailing wage rate
threshold.

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Finding 08-07--Continued
Causes:

e The review of weekly copies of payroll and statement of compliance submitted by the
contractors/subcontractors were not evidenced by a signature of Metro Government’s project
managers.

e The award of the bid was outside of the 90 days of the originally communicated advertising
date. It was Metro’s responsibility to contact the State to verify the correct wages were used
for the project.

e Project managers were not aware a review of certified payroll records should be made to
ensure continual compliance with the grant.

e Lack of internal controls over Davis-Bacon compliance.
Effect: Noncompliance with prevailing wage rates and questioned costs could result.
Recommendations:

e Communications with the State should occur when the bidding process exceeds the original
timeframe to ensure accurate prevailing wage rates are communicated to the prospective
bidders.

e Metro Government should implement procedures related to the review of certified payroll
documents and evidence the review by signature to ensure contractors are in compliance
with prevailing wage rate requirements.

e Strengthen internal controls and monitoring processes to ensure compliance with the Davis-
Bacon Act.

Management’s Response:

Metro does have a process in place for obtaining prevailing wage information to be included with bid
packages. Prior to completion of the bid package, a letter is submitted to the Kentucky Labor
Cabinet, requesting the prevailing wage rates. The cabinet will provide the most current rates and
that information is attached to the bid package and submitted to Purchasing. These wage rates are
only good for 90 days, as the cabinet may periodically update them. In situations where the bid
process exceeds 90 days, it is possible for the prevailing wage to change.

Metro will review the current process and identify steps that can be taken to ensure that accurate
prevailing wage information is used during the bid process and to ensure ongoing compliance with
the Davis-Bacon Act.

Continued

-26-



Schedule of Findings and Questioned Costs--Continued
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For the Year Ended June 30, 2008

Finding 08-08 - Special Supplemental Nutrition Program Recorded a Duplicate Journal Entry
(CFDA No. 10.557)

Condition: In connection with our audit of the Special Supplemental Nutrition Program, it was noted
that the same journal entry was recorded twice.

Cause: Non-recurring journal entries are not always researched before they are recorded in the
system and the duplicate entries were processed in different months.

Effect: Reimbursement in excess of actual expenditures could result, and a questioned cost noted.

Recommendation: Non-recurring journal entries should be researched and supporting
documentation attached before processing to ensure the entry is correct.

Management’s Response:

Metro places great importance on the integrity of journal entries submitted and posted to the general
ledger, and has a Journal Voucher (JV) policy in place to provide guidance to the departments for
this reason. Training on these procedures is provided annually to all departmental business offices.

Per the policies, the preparer of a JV is responsible for ensuring that the entry is valid and correct.
Once the JV is received in Finance, it is reviewed and approved before being entered in the general
ledger. Journal entries are logged and numbered as they are recorded in the financial system to
ensure that they have been appropriately recorded. Due to the volume of journal entries prepared by
each agency and submitted to Finance for review, there are instances (although few and far
between) when a journal entry may be inadvertently recorded twice.

It is important to note that the amount of the journal entry posted twice is immaterial. A correction of
the duplicate entry will be completed in Fiscal Year 2009.

Finding 08-09 - Grant Reimbursement Requests Are Not Submitted on a Timely Basis (CFDA
No. 20.205)

Condition: The Highway Planning & Construction department is not following Metro’s grant policy that
provides guidelines for the frequency of reimbursement requests. It was noted that several months
pass after an expenditure is incurred, before reimbursement is requested. Per the grant policy,

reimbursements are to be requested on a monthly basis unless otherwise stipulated by the grantor.

Cause: Due to time constraints, the staff is not always able to submit reimbursement requests in a
timely manner.

Continued
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For the Year Ended June 30, 2008

Finding 08-09--Continued

Effect: When reimbursement requests are not timely, this increases the chance that proper
information and documentation will not be readily available. Also, this results in poor cash flow for
Metro Government.

Recommendation: Reimbursement requests should be submitted monthly. Compliance with
Metro’s grant policy should be enforced.

Management’s Response:

Metro recognizes the importance of timely grant reimbursement submissions, and have policies in
place to provide guidance on timely requests for grant reimbursements. The policies require
agencies to complete reimbursement requests at least on a monthly basis, unless the grant
agreement stipulates otherwise. For example, some funding sources will only allow for
reimbursement requests to be submitted quarterly, while some may require reimbursement requests
be submitted twice monthly.

Finance will continue to work with the agencies and monitor reimbursement activity to ensure that
the expectations outlines in the policies are met and reimbursements are requested in a timely
manner.

Finding 08-10 — The SEFA Reporting Methodology Should Be Evaluated

Condition: On its Schedule of Expenditures of Federal Awards (“SEFA”"), Metro Government currently
reports expenditures net of program income. This is the way it has been done since the inception of
Metro Government. Subpart B, Section .205 of OMB Circular A-133 is interpreted by many, including
the Kentucky Auditor of Public Accounts (see Finding 08-HFS05-05), as requiring a gross presentation.

Effects: Metro Government may not be reporting information in accordance with the grantor’s
desires.

Recommendation: Management should obtain a written determination from its key grantors
regarding the presentation they require on the SEFA and, if needed, adjust its SEFA presentation
accordingly.

Management’'s Response:

Metro will review this process again with funding sources and our external auditors. OMG standards
to not appear to conclusively dictate that program income should be presented gross or net on the
SEFA, and our research shows that both are acceptable; however, we will work to resolve this

issue to satisfy funding sources that we report financial information to on a regular basis.

Continued

-28-



Schedule of Findings and Questioned Costs--Continued

Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Finding 08-10--Continued

In addition to the above findings, the Metro Louisville Department of Housing and Family Services
(“HFS”") was audited by the Kentucky Auditor of Public Accounts (“APA”) and they have furnished
their report to us, which contained a number of findings. Their report, dated February 16, 2009, is
incorporated by reference into this report and is contained as Appendix A to this report. A summary
of their findings related to their audit of HFS follows. Appendix A should be referred to for a more
complete description.

Finding 08-HFS01-11 - Management Of Department Of Housing And Family Services Lacked
Basic Understanding Of Programs Within The Department And Did Not Provide Staff Proper
Direction And Oversight Of Procedures And Processes, Increasing The Risk For Fraud Or Error

Finding 08-HFS02-12 - Management Within The Department Of Housing And Family Services
Did Not Follow Policies And Procedures To Ensure A Proper Internal Control Structure Existed
Throughout The Department

Finding 08-HFS03-13 - The Department Of Housing And Family Services Has Not Corrected
Multiple Prior Audit Findings

Finding 08-HFS04-14 - Management In Department Of Housing And Family Services Did Not
Follow Policies And Procedures Established For Payroll

Finding 08-HOMEOQ7-15 - The Department Of Housing And Family Services Did Not Provide
Written Policies And Procedures For HOME Report Preparation And Ensure Knowledgeable
Supervisory Review Of Reports

Finding 08-HOMEQ8-16 - The Department Of Housing And Family Services Did Not Follow The
Grant Requirement To Spend Home Program Income Before Drawdown Of Entitlement Funds

Finding 08-HOMEQ09-17 - The Department Of Housing And Family Services Lacks Internal
Controls Over The Use Of HOME Funds For Down Payment Assistance

Finding 08-HOME/CDBG/LEAD10-18 - The Department of Housing and Family Services Lacks
Oversight And Accountability For The Investor Loan Database

Finding 08-HOMEZ11-19 - The Department Of Housing And Family Services Lacks Ethical
Guidelines Which Resulted In Conflicts Of Interest

Finding 08-HOME12-20 - The Department Of Housing And Family Services Lacks Internal
Controls Over Administration Of The Tenant Based Rental Assistance Program

Finding 08-HOME13-21 - The Department Of Housing And Family Services Lacks Internal
Controls Over The Home Repair Program

Finding 08-HOME/CDBG14-22 - Department Of Housing And Family Services Did Not Identify
An IDIS Administrator And Did Not Provide Training To IDIS Team Members

Finding 08-HOME/CDBG16-23 - The Government’s Accounting System Does Not Reconcile To
The Federal IDIS System

Continued
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Schedule of Findings and Questioned Costs--Continued
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

e Finding 08-HOME/CDBG17-24 - The Department Of Housing And Family Services Did Not
Ensure That The Responsibility For Checking Suspension And Debarment Is Assigned To
Someone Knowledgeable Of Grant Requirements

e Finding 08-HOME/CDBG18-25 - The Department Of Housing And Family Services Did Not
Follow Cash Management Requirements For HOME And CDBG

e Finding 08-HOME/CDBG19-26 - The Department Of Housing And Family Services Did Not
Perform Sufficient Subrecipient Monitoring Of HOME And CDBG Grant Programs

e Finding 08-HOME/CDBG20-27 - The Department Of Housing And Family Services Did Not
Properly Administer HOME And CDBG Grant Programs

e Finding 08-HOME/CDBG21-28 - The Department Of Housing And Family Services Did Not
Ensure That The Required Annual Performance Reports For HOME And CDBG Were Supported
By The Government's Accounting System Completed By Knowledgeable Staff, Reviewed By
Knowledgeable Management, And Submitted Timely

e Finding 2008-CDBG22-29 - The Department Of Housing And Family Services Did Not Meet
Earmarking Requirements For CDBG

e Finding 08-CDBG23-30 - The Department Of Housing And Family Services Expended Grant
Funds For Unallowable Costs

e Finding 08-LEAD24-31 - The Department Of Housing And Family Services Has Not Ensured
Reconciliation Of Grant Expenditures To Grant Reimbursements — Leaving Approximately
$103,000 Of Expenditures Unreimbursed

e Finding 08-LEAD25-32 - The Department Of Housing And Family Services Did Not Properly
Administer The Lead-Based Paint Hazard Control Grant - Which Put $1,000,000 Of Grant Funds
In Jeopardy Of Being Forfeited Back To HUD

e Finding 08-LEAD26-33 - The Department Of Housing And Family Services Submitted Reports
To HUD That Were Not Accurate

e Finding 08-SPC27-34 - The Department Of Housing And Family Services Did Not Properly
Administer The Shelter Plus Care Grant - Which Put Approximately $348,000 Of Grant Funds In
Jeopardy Of Being Forfeited Back To HUD

e Finding 08-SPC28-35 - The Department Of Housing And Family Services Did Not Drawdown All
Allowable Costs For The Shelter Plus Care Grant

e Finding 08-SPC29-36 - The Department Of Housing And Family Services Did Not Submit
Required Reports To HUD In A Timely Manner

e Finding 08-SPC30-37 - The Department Of Housing And Family Services Lacks Internal
Controls Over The Shelter Plus Care Rental Assistance Program

e Finding 08-SPC31-38 - The Department Of Housing And Family Services Did Not Meet The
Matching Requirements For The Shelter Plus Care Grant

Continued
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For the Year Ended June 30, 2008

e Finding 08-SPC32-39 - The Department Of Housing And Family Services Lacks Policies And
Procedures To Ensure Landlords Are Not Receiving Other HUD Funding In Addition To Shelter
Plus Care Funding For The Same Rental Unit

e Finding 08-LIHEAP33-40 - The Department Of Housing And Family Services Did Not Submit
LIHEAP Reimbursement Requests According To Procedures Set Forth By The Funding Agency

e Finding 08-LIHEAP34-41 - The Department Of Housing And Family Services Did Not Ensure All
Case Files Are Properly Maintained And Safeguarded - Leaving $2,516 Of Undocumented
Expenditures

e Finding 08-LIHEAP35-42 - The Department Of Housing And Family Services Did Not Follow
Established Procedures For Hiring Temporary/Seasonal Employees

e Finding 08-LIHEAP36-43 - The Department Of Housing And Family Services Did Not Properly
Ensure And Document All Recipients Met The Eligibility Requirements For The Low Income
Home Energy Assistance Program - Creating $4,102 Of Questioned Expenditures

e Finding 08-SFSPC37-44 - The Department Of Housing And Family Services Expended
$319,904 Of Summer Food Service Program For Children Funds For Unallowable Expenditures

e Finding 08-SFSPC38-45 - The Department Of Housing And Family Services Was Denied
$104,014 Of Reimbursements Due To Inaccurate And Untimely Reimbursement Requests

e Finding 08-SFSPC39-46 - The Department Of Housing And Family Services Did Not Comply
With Subrecipient Monitoring Requirements

e Finding 08-SFSPC40-47 - The Department Of Housing And Family Services Overspent
Summer Food Service Program For Children Funds By $259,040 Due To Accounting Records
That Were Not Properly Reconciled

e Finding 08-SFSPC41-48 - The Department Of Housing And Family Services Did Not Ensure All
Eligible SFSPC Sites Were Properly Approved

e Finding 08-CSBG42-49 - The Department Of Housing And Family Services Did Not Provide
Adequate Guidance When Distributing Federal Funds To Other Agencies

e Finding 08-CSBG43-50 - The Department Of Housing And Family Services Did Not Properly
Spend Community Service Block Grant Funds
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Summary Schedule of Prior Audit Findings
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2008

Following is the status of prior year comments:
Item 2007-1 - Internal Control Over Grants in the Housing Department Should Be Improved

Comment: As discussed in the prior two years, we noted that there have been ongoing accounting
issues related to housing-related federal grants such as Community Development Block Grants
(“CDBG") and HOME Investment Partnership Programs. HUD is currently the largest source of
federal funds for Metro Government. Given the size and importance of HUD-related programs, we
recommended that a concerted effort be made to bring the level of processing, accounting and
reporting for federal programs up to the highest standards.

Status: This year, we repeated a similar comment as Item 08-01. Also, see the report of the
Kentucky Auditor of Public Accounts dated February 16, 2009.

Item 2007-2 - Accounting Procedures in the Coroner’s Office Should Be Improved

Comment: We noted that certain financial transactions in the Coroner’s Office have no apparent
internal control. Metro Government management has limited authority to compel accounting
procedures in this office.

Status: The Coroner’s Office’s “Be A Memory Maker” program was organized as a Kentucky non-
profit corporation during the year and registered as a 501(c)(3) organization with the Internal
Revenue Service, which was a positive development.

Item 2007-3 - A Business Continuity Plan Should Be Developed
Comment: We noted that there is not a formal Business Continuity Plan in place.

Status: We understand that management is in the process of developing a comprehensive business
continuity plan.

Item 2007-4 Training and Coordination of Business Managers Could Be Improved

Comment: In connection with our audit, we visited a number of Metro Government departments.
During our visits, we discussed accounting procedures and reviewed the departments’ operations in
relation to the operation of Metro Government as a whole. We noted a fairly wide variety of skill
levels and training of departmental business managers. Some were experienced in accounting and
business operations. Others rose to the position through a non-business career track and were still
learning the business side of the department. We recommended that at least key portions of an
educational regimen be made mandatory and that minimum standards be developed for
departmental business managers. This would aid in the training of less experienced personnel and
would promote consistency in accounting among the departments. In addition, the Finance
Department needs to have the authorization to compel certain accounting practices within the
departments in key areas.

Status: This year, we repeated a similar comment as Item 08-02.
Continued
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Iltem 2007-5 - Metro Government Should Improve Procedures Related to the Self-Insured
Health Plan

Comment: Metro Government spends a significant amount funding its self-insured employee health
plans. Claims are reviewed by professional third party administrators (“TPA”"), who then authorize
withdrawals from Metro Government funds to pay claims. Management performs a review of the
amounts paid and checks for accuracy against claims reports provided by the TPAs. However, there
is no independent review of the propriety of claims paid. A review of claims histories by persons
knowledgeable in the health care industry could result in recovered funds and lower health care
costs.

Status: This year, we offered a similar comment in our management letter, but it was not repeated
in this Single Audit report.

Item 2007-6 - Certain Payroll Related Matters Should Be More Fully Evaluated

Comment: Our prior year comment related to two matters. We suggested that the practice of
paying employees as “acting” supervisors be evaluated. Also, we recommended that an analysis be
made to determine if it was financially viable to reduce the amount of overtime pay through
adjustment of work schedules and/or the addition of more personnel.

Status: Management reported that they have evaluated these matters and believe they are doing
everything possible within the parameters of union contracts and existing policies to control these
two areas.

Item 2007-7 - Metro Government Should Review Internal Controls Over Financial Reporting
Comment: In connection with reviewing the preliminary drafts of the financial statements and the
schedule of expenditures of federal awards, we noted several significant items that we believe may
not have been detected by management. Management believes there is a significant likelihood that
they would have caught the errors noted above in the course of their normal review procedures. While
this may have been the case, we believe that there was a significant chance that management may not
have identified these matters before the reports were finalized.

Status: This comment was not applicable this year.

Continued
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Findings and Questioned Costs - Major Federal Award Programs Audit

Item 2007-8 - Sub-recipient Monitoring Did Not Appear To Be Complete (CFDA No. 14.218 and
14.219)

Comment: Metro Government policies and procedures for sub-recipient monitoring of the CDBG
and HOME grants state that every active project will be subjected to monitoring procedures at least
once in every program year. We noted 14 active projects with organizations outside Metro
Government that we believe should have been monitored. Of these, it appears that 11 were not
properly monitoring during the period. We recommended that the Housing Department should
ensure that sub-recipients are monitored in accordance with Metro Government policies and
procedures.

Status: This year, the Kentucky Auditor of Public Accounts audited these programs and had a
similar comment (Finding 08-HOME/CDBG19-26) in their report dated February 16, 2009.

Item 2007-9 — The Louisville Metro Emergency Management Agency (“EMA”) Did Not Perform a
Recent Physical Inventory of Equipment (CFDA No. 97.004 and 97.008)

Comment: Local governments are required to follow the A-102 Common Rule for equipment acquired
under Federal awards received directly from a Federal awarding agency. Equipment records shall be
maintained, a physical inventory of equipment shall be taken at least once every two years and
reconciled to the equipment records, an appropriate control system shall be used to safeguard
equipment, and equipment shall be adequately maintained. We recommended that all applicable
departments undergo an equipment inventory at least every two years.

Status: Management has taken steps so that required items are inventoried on a regular schedule.

Item 2007-10 - No Reimbursements Were Requested for the Big Four Bridge Grant (CFDA No.
20.205)

Comment: We noted that no reimbursements were requested for the Big Four Bridge grant during the
year ended June 30, 2007. During the year, $923,000 of federal funds were expended.

Status: This year, we repeated a similar comment as Item 08-09.

Item 2007-11 - Not All Greater Louisville Workforce Investment Board (“GLWIB”) Seats are
Filled (WIA Cluster, CFDA No. 17.258, 17.259, 17.260)

Comment: Prior two years, we noted that not all GLWIB seats were filled. Section 117(b)(2) of the
Workforce Investment Act outlines the composition of a local workforce investment board. The
GLWIB is currently seeking additional members to fill the vacancies. We recommended that Metro
Government take actions steps to ensure that the vacant seats are filled as soon as possible.
Status: Management has developed a strategy to fill these positions.

Continued
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For the Year Ended June 30, 2008

Item 2007-12 — Ineligible Projects, Activities and Costs Were Noted in Community Development
Block Grant (“CDBG”") Programs

Comment: We noted that an August 2007 review by the U.S. Department of Housing and Urban
Development (“HUD”) had several significant findings related to CDBG Programs. These are
described more fully in the section of this report entitled “Audits Performed By Other Organizations”.
Metro Government was addressing the issues raised by the HUD review.

Status: See the report of the Kentucky Auditor of Public Accounts dated February 16, 2009. It
contains several findings related to CDBG programs.
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Audits Performed By Other Organizations
Louisville/Jefferson County Metro Government

For the Year Ended June 30, 2998

We are aware of the following audits of Louisville/Jefferson County Metro Government (“Metro
Government”) performed by other organizations during the period of this year's audit.

Organization: Kentucky Auditor of Public Accounts (APA)

Metro Government Agency: Department of Housing and Family Services

Description: For the year ended June 30, 2008, the APA conducted an audit of the Department of
Housing and Family Services. Their audit report dated February 16, 2009, is attached in Appendix A
of this report.

Organization: U.S. Department of Housing and Urban Development (“HUD")

Metro Government Agency: Louisville Metro Home Investment Partnerships (HOME) Programs
Description: During the period September 8-19, 2008 HUD Community Planning and Development
Representatives conducted on-site monitoring of the HOME program. The purpose of the monitoring
review was to evaluate the housing programs administered by LMHCD to ensure they are within the

guidelines established by the statue and final rule. A summary of the “findings” follow:

e Finding No. 1- The HOME Program written agreements did not contain the required
provisions noted in HOME regulations and the beneficiary agreements are not being utilized

e Finding No. 2- The Metro financial management system grant balance reports do not
reconcile with the grant balances reported in the IDIS system. This was a repeat finding.

Organization: Department of Transportation, Commonwealth of Kentucky
Metro Government Agency: Trolley Barn Rehabilitation — African-American Heritage Center

Description: This audit covers the period of December 1, 1998 through August 31, 2008 and is still
ongoing as of the date of the issuance of our report.

Organization: U.S. Department of Labor (“DOL")
Metro Government Agency: Kentuckiana Works Department (“KWD”)
Description: This audit was conducted for the period October 1, 1998 through June 30, 2002.

There were two administrative findings and one questioned cost finding. A summary of the “findings”
follow:

Continued
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Administrative

e Finding No. 1 — It was determined that KWD did not comply with regulatory requirements to
conduct procurement actions using full and open competition when it awarded 33 contracts
to grant partners of its Welfare-to-Work (WtW) competitive grant.

e Finding No. 2 — It was found that KWD officials did not exercise good management control
over WtW contracts. Its programmatic monitoring of subcontractors consisted of a review of
participant files to ensure that participants were in the program and that files contained the
required documentation.

Questioned Costs

Administrative finding no. 2 above resulted in $3,166,933 of questioned costs, which is the total
expenditure amount of the 33 contracts net of supportive service costs. Of the amount of questioned
costs, $1,647,572 was deemed allowable and management is still in discussions with the DOL
regarding the remaining $728,860.
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CRIT LUALLEN
Aupbitor oF PusLic AccounTs

Honorable Jerry E. Abramson, Louisville/Jefferson County Metro Government, Mayor
Members of the Louisville/Jefferson County Metro Government Metro Council

Independent Auditor’s Report

We were engaged to audit the accompanying Statement of Revenues and Expenditures for the
Louisville/Jefferson County Metro Government - Department of Housing and Family Services
(Department) for the year ended June 30, 2008. This financial statement is the responsibility of
Louisville/Jefferson County Metro Government.

As further explained in audit findings found in the accompanying Schedule of Findings and
Questioned Costs, management of the Department failed to follow basic policies and procedures
established within the Department and for the government as a whole. In addition, poor
management oversight at the Department created a lax environment that alowed for an overall
disregard of basic policies and procedures needed to conduct daily operations. Because policies
and procedures were often not followed or possibly did not exist, questionable transactions, many
of which included management override, occurred resulting in a high level of audit risk.
Additionally, management of the Department recorded or caused to be recorded voluminous
transactions through the use of journal vouchers, resulting in millions of dollars in expenditures,
most notably payroll being moved from one cost center to another, one department to another or
one fund to another without adequate supporting documentation to justify the transfer. The
Department’ s financial records do not permit the application of other auditing procedures to these
journal vouchers.

Since the Department did not adequately support transactions or follow prescribed procedures as
noted above, and we were not able to apply other audit procedures to reduce audit risk to an
appropriate level, the scope of our work was not sufficient to enable us to express, and we do not
express, an opinion on the financial statement.

Our audit was conducted for the purpose of forming an opinion on the financial statement taken as
awhole. The schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments and Non-Profit Organizations, and is not a required part of the financia
statement. Because of the scope limitations discussed in detail in paragraph two above, the scope
of our work is not sufficient to enable us to express, and we do not express, an opinion on the
schedule of expenditures of federal awards.
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Honorable Jerry E. Abramson, Louisville/Jefferson County Metro Government, Mayor
Members of the Louisville/Jefferson County Metro Government Metro Council

In accordance with Government Auditing Standards, we have also issued our report dated February
13, 2009 on our consideration of the Department’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financia reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

Respectfully submitted,

Crit Luallen

Auditor of Public Accounts

February 16, 2009
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
STATEMENT OF REVENUES AND EXPENDITURES - GOVERNMENTAL FUNDS

REVENUES

Operations Receipts
Miscellaneous Revenue

Federal Funds

Community Development Funds
HOM E Program Funds

Federal Fees for Service

State Funds

Federal Passthru from State
Donations

Total revenues

EXPENDITURES
Personal Services
Administrative and Other
Travel

Computer Equipment and Software

Utilities

Other Grant Related Expenditures

Supplies
Equipment and Capital Outlay

Total expenditures

For TheYear Ended June 30, 2008

Excess (deficiency) of revenues
over (under) expenditures

Total
Special Capital Gover nmental

General Fund Revenue Fund  Projects Fund Funds
$ 1,479,878 $ 1,479,878
$ 20,258 28,295 48,553
6,923,663 6,923,663
3,098,107 3,098,107
2,021,053 2,021,053
202,143 202,143
290,413 290,413
6,388,186 6,388,186
199,793 22,046 221,839
220,051 20,453,784 20,673,835
4,899,853 6,103,927 11,003,780
5,198,509 2,597,617 7,796,126
26,817 46,369 73,186
82,724 193,675 276,399
65,817 51,033 116,850
1,307,447 4,577,532 5,884,979
93,949 1,427,131 1,521,080
595,665 5797637 $ 1,876,122 8,269,423
12,270,780 20,794,921 1,876,122 34,941,823
$ (12,050,729) $ (341,137) $ (1,876,122) $ (14,267,988)

The accompanying notes are an integral part of the financia statements.
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
NOTESTO THE FINANCIAL STATEMENTS

June 30, 2008

Notel. Summary of Significant Accounting Palicies

Louisville/Jefferson County Metro Government (Metro Government) began operations January 6,
2003, and was formed from the merger of the former City of Louisville (founded in 1778 and
incorporated in 1828) and Jefferson County, Kentucky (created in 1780). Metro Government
operates under a Mayor-Council form of government.

The mission of the Department of Headth and Family Services (HFS), a department of Metro
Government, is to assist residents in establishing long-term economic, physical, and socia well-
being. HFS is focused on four major areas. safe and energy-efficient housing at various price
point, household income supports, and policy and advocacy for populations with special needs.

Thefollowing is a summary of the significant accounting policies:
A. Basisof Presentation

The financial statements of Metro Government have been prepared in conformity with
accounting principles generally accepted in the United States of America as applied to
government units by the Governmental Accounting Standards Board (GASB) and the
American Institute of Certified Public Accountants (AICPA).

B. Measurement Focus and Basis of Accounting

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Each fund is a separate
accounting entity with a self-balancing set of accounts. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they
are collectible during the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, Metro Government considers revenues to be available if they
are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when aliability isincurred, as under accrual accounting.

The amounts reflected in the Statement of Revenues and Expenditures - Governmental Funds
for HFS represent amounts included in the department’s trial balance which is directly
generated from Metro Government’s general ledger. These amounts include operationa
charges that are not treated as expenditures under the modified accrual basis of accounting for
presentation in the Metro Government Comprehensive Annual Financial Report (CAFR). For
example, depreciation charges are included in the operational trial balance and reflected in this
report, but are eliminated from the fund financial statements presented in the CAFR.

Metro Government reports unearned revenue on the fund financial statements. Unearned
revenues arise when potential revenue does not meet both the “measurable” and “available”
criteria for recognition in the current period. Unearned revenues also arise when Metro
Government receives resources before it has a legal claim to them, as when grant moneys are
received prior to the incurrence of qualifying expenditures. In subsequent periods, when both
revenue recognition criteria are met, or when Metro Government has a legal clam to the
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
NOTESTO THE FINANCIAL STATEMENTS
June 30, 2008
(Continued)

Note 1. Summary of Significant Accounting Palicies (Continued)
B. Measurement Focus and Basis of Accounting (Continued)

resources, the liability for unearned revenue is removed from the fund financial statements,
and revenue is recognized.

Metro Government reports the following major governmental funds:

* The General Fund, Metro Government’s primary operating fund, which accounts for
all of the activities of the general government not required to be accounted for in
another fund.

* The Specia Revenue Fund, which accounts for the collection and disbursement of
earmarked money, primarily federal and state grant money.

* The Capital Projects Fund, which accounts for the acquisition or construction of
general capital assets.

C. Budgets

Budgets are adopted consistent with generally accepted accounting principles. An annud
appropriated budget is adopted for the General Fund. This appropriated budget includes all
transfers to capital projects funds for which transfers are designated for subsequent years
capital expenditures or for transfer to other capital or debt service funds or accounts.

Formal budgets are not adopted for the Special Revenue Fund or for the Debt Service Funds
because bond indentures and other relevant contractual provisions require specific payments to
and from these funds annually and transfers are budgeted in the General Fund to comply with
these requirements. All annual appropriations from the General Fund lapse at year-end, except
for unexpended grant and encumbered appropriations. Project-length financial plans are
presented for all Capital Project Funds.

On or before June 1 of each year, pursuant to state statute, the Mayor proposes an Executive
Budget to the Metro Council, incorporating an egtimate of revenues and recommended
appropriations from the General Fund. The Metro Council may hold hearings and discuss and
amend the Executive Budget. On or before June 30 of each year, as required by state statue,
the Metro Council adopts the Executive Budget, as it may have been amended, as the approved
budget for the fiscal year beginning July 1. An affirmative vote of a mgjority of the Metro
Council is required to change the proposed appropriations or to revise revenue estimates
contained in the Executive Budget. An affirmative vote of the mgjority of the Metro Council
is also required to amend the budget once it has been approved or to approve any supplemental
appropriations.

All budget adjustments at the department level must be approved by the Chief Financia
Officer consistent with the approved budget.
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
NOTESTO THE FINANCIAL STATEMENTS
June 30, 2008
(Continued)

Note2. Related Party Transactions

An employee of Metro Government purchased an investment property which included the
assumption of a HOME loan several years ago, prior to employment with Metro Government.
This employee also had a son working at HFS during the year under review. The balance of
this loan was paid off for the total balance of $57,172.72 on June 26, 2008; thus there was no
outstanding balance at June 30, 2008. The employee's son is no longer with the HFS
department.

Metro Government had construction contracts with vendors, whose owners were related to an
assistant director at HFS during fiscal year 2008. These contracts were appropriately procured
and that employee is no longer with the HFS department.

Note3. Summer Food Grant Agreement

During fiscal year 2008, HFS was not in full compliance with the Summer Food Service
Program for the Children grant agreement. HFS received approval from the Kentucky
Department of Education (KDE) to expend Summer Food Service Program for Children
(SFSPC) funds for scholarships and camp enhancement programs, although it is now
understood that the federal funding source, the U.S. Department of Agriculture (USDA), has
the final determination on whether or not certain expenditures are allowable. HFS will ensure
future SFSPC program compliance by consulting with the federal grantor prior to program
implementation. HFS will cooperate with the USDA as needed to review the allowability of
program expenditures.



LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Other Supplementary Information

Fiscal Year Ended June 30, 2008
Federal Grantor

Program Title Pass-Through
Grant Name (CFDA #) Grantor's Number

Page 8

Expenditures

Cash Programs:

U.S. Department of the Agriculture

Direct Programs:
Supplemental Nutrition Assistance Program

(CFDA 10.551) FSOR-06-KY-01 $ 48,880
Specia Nutrition Assistance Program Outreach/
Participation Program
(CFDA 10.580) FSPA-07-KY-01 5,436
Passed Through Kentucky Department of Education:
Summer Food Service Program for Children
(CFDA 10.559) 056-W45-999-SU 1,455,158
Total U.S. Department of Agriculture 1,509,474
U.S. Department of Housing and Urban Development
Direct Programs:
Community Development Block Grants/
Entitlement Grants
(CFDA 14.218) Various 6,853,317
Emergency Shelter Grant Program
(CFDA 14.231) Various 398,744
Supportive Housing Program
(CFDA 14.235) Various 227,478
Shelter Plus Care
(CFDA 14.238) Various 953,006
HOME Investment Partnership Program
(CFDA 14.239) Various 2,021,419
Housing Opportunities for Persons with AIDS
(CFDA 14.241) Various 422,382
Section 8 Housing Choice Vouchers
(CFDA 14.871) N/A 691,750
Lead-Based Paint Hazard Control in
Privately-Owned Housing
(CFDA 14.900) Various 1,107,862
Total U.S. Department of Housing and Urban Devel opment 12,675,958

See accompanying Notes to the Schedule of Expenditures of Federal Awards.
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Other Supplementary Information
Fiscal Year Ended June 30, 2008
(Continued)

Federal Grantor
Program Title
Grant Name (CFDA #)

U.S. Department of Justice

Direct Programs:
Supervised Visitation, Safe Havens for Children
(CFDA 16.527)
Community Capacity Development Office
(CFDA 16.595)

Total U.S. Department of Justice

U.S. Department of Energy

Passed-Through State Department

of Heath and Family Services:
W eatherization Assistance to Low-Income Persons
(CFDA 81.042)

U.S. Department of Health and Human Services

Direct Program:
Specia Program for the Aging - Title IV and
Title Il - Discretionary Projects
(CFDA 93.048)

Passed-Through K entuckiana Regional Planning

and Development Agency:
Specia Programs for the Aging - Title Ill, Part B-
Grants for Supportive Services and Senior Centers
(CFDA 93.044)
Specia Programs for the Aging - Title Ill, Part C-
Nutrition Services
(CFDA 93.045)
Nutrition Services Incentive Program
(CFDA 93.053)

Passed-Through State Department

of Heath and Family Services:
Low-Income Home Energy Assistance
(CFDA 93.568)
Community Services Block Grant
(CFDA 93.569)

Total U.S. Department of Health and Human Services

Pass-Through

Grantor's Number Expenditures
Various 136,607
Various 153,932

290,539

M-06107251 574,878
90AM 2945 197,351
M-06156729-9-(LOU) 15,000
M-06156729-9-(LOU) 1,330,511
Not Available 217,034
Various 2,906,635
PON273607000050361 1,501,934
6,168,465

See accompanying Notes to the Schedule of Expenditures of Federal Awards.



LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Other Supplementary Information

Fiscal Year Ended June 30, 2008

(Continued)

Federal Grantor
Program Title Pass-Through
Grant Name (CFDA #) Grantor's Number

Page 10

Expenditures

U.S. Corporation for National and Community Services

Direct Programs:

Retired and Senior Volunteer Program

(CFDA 94.002) Various 132,791
Foster Grandparent Program
(CFDA 94.011) Various 350,349
Passed-Through State Department
of Heath and Family Services:
Americorps
(CFDA 94.011) KCCVS06000001757 217,251
Tota U.S. Corporation for National and Community Services 700,391
U.S. Department of Homeland Security
Passed-Through Metro United Way:
Emergency Food and Shelter Board Program
(CFDA 97.024) 342800-009 192,792
Total Cash Expenditures of Federal Awards $ 22,112,497

See accompanying Notes to the Schedule of Expenditures of Federal Awards.
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
NOTESTO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Other Supplementary Information

Fiscal Year Ended June 30, 2008

Note 1. The accompanying Schedule of Expenditures of Federal Awards includes the federa grant
activity of Louisville/Jefferson County Metro Government - Department of Housing and
Family Services and is presented on a modified accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Therefore, some amounts presented in this schedule may differ from the amounts
presented in or used in, the preparation of, the basic financial statement.

Note 2. There were no non-cash expenditures of federal awards.

Note 3. Type A programs for the Department of Housing and Family Services mean any program
for which total expenditures of federal awards exceeded $700,000 for the fiscal year
ended June 30, 2008.

Note 4. The federal expendituresincludes grants to the sub-recipient as follows:

CFDA Pass-Through
Program Number Grant Amount
Community Development Block Grants/
Entitlement Grants 14.218 $ 368,955
Emergency Shelter Grant Program 14.231 398,744
HOM E Investment Partnership Program 14.239 207,254
Housing Opportunities for Personswith AIDS  14.241 321,013
Supervised Visitation, Safe Havens for
Children 16.527 168,636
Special Programs for the Aging - Title I,
Part C- Nutrition Services 93.045 1,097,732
Special Program for the Aging - Title IV and
Title Il - Discretionary Projects 93.048 139,768

$ 2,702,102
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERSBASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
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CRIT LUALLEN

Auvpbitor oF PueaLic AccounTs

The Honorable Jerry E. Abramson, Louisville/Jefferson County Metro Government Mayor
Members of the Louisville/Jefferson County Metro Government Metro Council

Report On Interna Control Over Financial Reporting And
On Compliance And Other Matters Based On An Audit Of Financia
Statements Performed In Accordance With Government Auditing Standards

We have audited the statement of revenues and expenditures of the Louisville/Jefferson County Metro
Government - Department of Housing and Family Services (Department), for the year ended June 30,
2008, and have issued our report thereon dated February 16, 2009, wherein we disclaimed an opinion on
the financial statement. The Department presents its financial statements on the modified accrual basis of
accounting. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States.

Internal Control Over Financia Reporting

In planning and performing our audit, we considered the Department’s internal control over financia
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statement, but not for the purpose of expressing an opinion on the effectiveness of the
Department’s internal control over financia reporting. Accordingly, we do not express an opinion on the
effectiveness of the Department’sinternal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financia
reporting that might be significant deficiencies or material weaknesses. However as discussed below, we
identified certain deficienciesin internal control over financia reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not alow management or
employees, in the norma course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with the modified accrual basis of accounting such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequentia will not be prevented or detected by the entity’ s interna control over financia reporting.
We consider the following deficiencies, described in the accompanying schedule of findings and
guestioned costs, to be significant deficienciesin internal control over financial reporting:
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Report On Internal Control Over Financial Reporting

And On Compliance And Other Matters Based On An Audit Of Financial
Statements Performed In Accordance With Government Auditing Standards
(Continued)

Internal Control Over Financial Reporting (Continued)

08-HFS01-01, 08-HFS02-02, 08-HFS03-03, 08-HFS04-04, 08-HFS05-05, 08-HOME1L1-06, 08-
SFSPC40-07, 08-HFS06-08, 08-HOMEQ7-09, and 08-HOME/CDBG15-10.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resultsin
more than a remote likelihood that a material misstatement of the financia statements will not be
prevented or detected by the entity’s interna control. Our consideration of the internal control over
financial reporting was for the limited purpose described in the first paragraph of this section and would
not necessarily identify all deficiencies in the internal control that might be significant deficiencies and,
accordingly, would not necessarily disclose all significant deficiencies that are also considered to be
material weaknesses. However, we consider the following significant deficiencies to be materia
weaknesses: 08-HFS01-01, 08-HFS02-02, 08-HFS03-03, 08-HFS04-04, 08-HFS05-05, 08-HOME11-06,
and 08-SFSPC40-07.

Compliance And Other Matters

As part of obtaining reasonable assurance about whether Louisville/Jefferson County Metro Government
- Department of Housing and Family Services financia statement is free of material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and materia effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

The Department’s responses to the findings identified in our audit are included in the accompanying
schedule of findings and questioned costs. We did not audit management’s responses and, accordingly,
we express no opinion on them.

This report is intended solely for the information and use of the audit committee, management, federa

award agencies and pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

Respectfully submitted,
St Tt
Crit Luallen

Auditor of Public Accounts

February 16, 2009
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CR!T LUALLEN

Auvpitor oF PueLic AccounTs

The Honorable Jerry E. Abramson, Louisville/Jefferson County Metro Government Mayor
Members of the Louisville/Jefferson County Metro Government Metro Council

Report On Compliance With Requirements
Applicable To Each Mg or Program And On Interna Control
Over Compliance In Accordance With OMB Circular A-133

Compliance

We have audited the compliance of Louisville/Jefferson County Metro Government - Department of
Housing and Family Services (Department) with the types of compliance requirements described in the
OMB Circular A-133 Compliance Supplement that are applicable to each of its major federal programs
for the year ended June 30, 2008. The Department’s major federal programs included the following:

e Community Development Block Grant (CFDA 14.218);

*  HOME Investment Partnership Program (CFDA 14.239);

e Summer Food Service Program for Children (CFDA 10.559);

* Low Income Home Energy Assistance (CFDA 93.568);

e Community Services Block Grant (93.569);

* Lead Based Paint Hazard Control in Privately-Owned Housing (CFDA 14.900);

* Shelter Plus Care (CFDA 14.238); and

* Specia Programsfor the Aging (CFDA Cluster 93.044, 93.045 and 93.053).

Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of these
major federal programs is the responsibility of the Department’s management. Our responsibility is to
express opinions on the Department’ s compliance based on our audit.

Except as discussed in the following paragraph, we conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Sandards issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of Sates, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a mgjor federal program occurred. An
audit includes examining, on a test basis, evidence about the Department’s compliance with those
reguirements and performing such other procedures, as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinions. Our audit does not provide a legal
determination of the Department’ s compliance with those requirements.

We were unable to obtain sufficient documentation supporting the compliance of the Department with the
compliance requirements regarding activities allowed/un-allowed and allowable costs/cost principles for
the following major programs:
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Report On Compliance With Requirements
Applicable To Each Mg or Program And On Interna Control
Over Compliance In Accordance With OMB Circular A-133
(Continued)

Compliance (Continued)

*  Community Development Block Grant (CFDA 14.218);

* HOME Investment Partnership Program (CFDA 14.239);

e Summer Food Service Program for Children (CFDA 10.559);
* Low Income Home Energy Assistance (CFDA 93.568); and
e Community Services Block Grant (93.569).

Nor were we able to satisfy ourselves as to the Department’s compliance with those requirements for
these programs by other auditing procedures. Details of the circumstances related to these scope
limitations are presented in items 08-HFS01-11 and 08-HFS04-14 in the accompanying schedule of
findings and questioned costs.

As described in items 08-HOMEO8-16, 08-HOME/CDBG16-23, 08-HOME/CDBG18-25, 08-
HOME/CDBG19-26, 08-CDBG22-29, 08-CDBG23-30, 08-LEAD26-33, 08-SPC29-36, 08-LIHEAP34-
41, 08-LIHEAP35-42, 08-LIHEAP36-43, 08-SFSPC37-44, 08-SFSPC38-45, 08-SFSPC39-46, 08-
SFSPCA41-48 and 08-CSBG43-50 in the accompanying schedule of findings and questioned costs, the
Department did not comply with requirements regarding activities allowed/un-allowed and allowable
costs/cost principles, cash management; earmarking; eligibility; program income; reporting; and sub-
recipient monitoring, that are applicable to the following major programs:

e Community Development Block Grant (CFDA 14.218);

*  HOME Investment Partnership Program (CFDA 14.239);

* Lead-Based Paint Hazard Control in Privately-Owned Housing (CFDA 14.900);

*  Shelter Plus Care CFDA 14.238);

* Low Income Home Energy Assistance (93.568);

e Summer Food Service Program for Children (CFDA 10.559); and

e Community Services Block Grant (CFDA 93.569).

Compliance with such requirements is necessary, in our opinion, for the Department to comply with
requirements applicabl e to these programs.

In our opinion, because of the effects of the noncompliance described in the preceding paragraph, for the
year ended June 30, 2008, the Department did not comply in all material respects, with the requirements
referred to above that are applicable to the following major programs:

e Community Development Block Grant (CFDA 14.218);

*  HOME Investment Partnership Program (CFDA 14.239); and

e Summer Food Service Program for Children (CFDA 10.559).

Also, in our opinion, except for the noncompliances described in the fourth paragraph and for the effects
of other noncompliance, if any, as might have been determined had we been able to examine sufficient
evidence regarding compliance with the regquirements regarding activities allowed/un-allowed and
allowable costs/cost principles for Low Income Home Energy Assistance (93.568) and Community
Services Block Grant (CFDA 93.569), for the year ended June 30, 2008, the Department complied, in all
material respects, with the requirements referred to above that are applicable to the following major
programs:
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Report On Compliance With Requirements
Applicable To Each Mg or Program And On Interna Control
Over Compliance In Accordance With OMB Circular A-133
(Continued)

Compliance (Continued)

* Lead-Based Paint Hazard Control in Privately-Owned Housing (CFDA 14.900);
*  Shelter Plus Care (CFDA 14.238);

* Low Income Home Energy Assistance (CFDA 93.568); and

*  Community Services Block Grant (CFDA 93.569).

Additionally, in our opinion, the Department complied, in all material respects, with the requirements
referred to above that are applicable to Special Programs for the Aging (CFDA Cluster 93.044, 93.045
and 93.053) for the year ended June 30, 2008.

The results of our auditing procedures also disclosed other instances of noncompliance with those
regquirements, which are required to be reported in accordance with OMB Circular A-133 and which are
described in the accompanying schedule of findings and questioned costs as items 08-HOMEOQ7-15, 08-
HOME12-20, 08-HOME13-21, 08-HOME/CDBG17-24, 08-HOME/CDBG21-28, 08-SPC30-37, 08-
SPC31-38, 08-SPC32-39, and 08-CSBG42-49.

Internal Control Over Compliance

The management of the Department is responsible for establishing and maintaining effective interna
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, we considered the Department’s internal control
over compliance with the requirements that could have a direct and material effect on a major federa
program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Department’ s internal
control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the Department’s internal
control that might be significant deficiencies or material weaknesses as defined below. However, as
discussed below, we identified certain deficienciesin internal control over compliance that we consider to
be significant deficiencies and others that we consider to be material weaknesses.

A control deficiency in an entity’ s internal control over compliance exists when the design or operation of
a control does not alow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with atype of compliance requirement of afederal program
on atimely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of afederal program that is
more than inconsequential will not be prevented or detected by the entity’ s internal control. We consider
the deficiencies in interna control over compliance described in the accompanying schedule of findings
and questioned costs as items 08-HFS01-11, 08-HFS02-12, 08-HFS03-13, 08-HFS04-14, 08-HOMEQ7-
15, 08-HOMEO08-16, 08-HOMEQ9-17, 08-HOME/CDBG/LEAD10-18, 08-HOME11-19, 08-HOME12-
20, 08-HOME13-21, 08-HOME/CDBG14-22, 08-HOME/CDBG16-23, 08-HOME/CDBG17-24, 08-
HOME/CDBG18-25, 08-HOME/CDBG19-26, 08-HOME/CDBG20-27, 08-HOME/CDBG21-28, 08-
CDBG22-29, 08-CDBG23-30, 08-LEAD24-31, 08-LEAD25-32, 08-LEAD26-33, 08-SPC27-34,
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Internal Control Over Compliance (Continued)

08-SPC28-35, 08-SPC29-36, 08-SPC30-37, 08-SPC31-38, 08-SPC32-39, 08-LIHEAP33-40, 08-
LIHEAP34-41, 08-LIHEAP35-42, 08-LIHEAP36-43, 08-SFSPC38-45, 08-SFSPC39-46, 08-SFSPC40-
47, 08-SFSPC41-48 and 08-CSBG43-50 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control. Of the significant
deficiencies in internal control over compliance described in the accompanying schedule of findings and
guestioned costs, we consider items 08-HFS01-11, 08-HFS02-12, 08-HFS03-13, 08-HFS04-14, 08-
HOMEO8-16, 08-HOMEQ9-17, 08-HOME/CDBG/LEAD10-18, 08-HOME11-19, 08-HOME13-21, 08-
HOME/CDBG16-23, 08-HOME/CDBG18-25, 08-HOME/CDBG19-26, 08-HOME/CDBG20-27, 08-
CDBG22-29, 08-CDBG23-30, 08-LEAD24-31, 08-LEAD25-32, 08-LEAD26-33, 08-SPC27-34, 08-
SPC28-35, 08-SPC29-36, 08-SPC30-37, 08-SPC31-38, 08-SPC32-39, 08-L IHEAP33-40, 08-L IHEAP34-
41, 08-LIHEAP35-42, 08-LIHEAP36-43, 08-SFSPC38-45, 08-SFSPC39-46, 08-SFSPC40-47, 08-
SFSPCA41-48, and 08-CSBG43-50 to be material weaknesses.

The Department’s responses to the findings identified in our audit are included in the accompanying
schedule of findings and questioned costs. We did not audit management’s responses and, accordingly,
we express no opinion on them.

This report is intended solely for the information and use of the audit committee, management, federa
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

Respectfully submitted,

ot Tt

Crit Luallen
Auditor of Public Accounts
February 16, 2009
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. SUMMARY OF AUDIT RESULTS

The auditor’s report expresses a disclaimer of opinion on the statement of revenues and
expenditures of Louisville/Jefferson County Metro Government - Department of Housing and
Family Services.

Ten significant deficiencies, with seven considered to be material weaknesses relating to the
audit of the financial statements are reported.

No instances of noncompliance materia to the financia statements of Louisville/Jefferson
County Metro Government - Department of Housing and Family Services were disclosed
during the audit.

Thirty-eight significant deficiencies relating to the audit of the major federal awards
programs are reported, with thirty-three considered to be material weaknesses.

There were twenty-seven noncompliances relative to the mgjor federal awards programs
reported for Louisville/Jefferson County Metro Government - Department of Housing and
Family Services.

The auditor’s report on compliance for the audit of the major federal awards programs for
Louisville/Jefferson County Metro Government - Department of Housing and Family
Services expresses three adverse opinions, four qualified opinions and one unqualified
opinion.

The programs tested as major programs were:

e Summer Food Service Program for Children (CFDA #10.559);

e Community Development Block Grants (CFDA #14.218);

e Shelter Plus Care (CFDA #14.238);

*  HOME Investment Partnership Program (CFDA #14.239);

* Lead-Based Paint Hazard Control in Privately-Owed Housing (CFDA #14.900);

» Special Programsfor the Aging - Title I11;

* Part B-Grantsfor Supportive Services and Senior Centers (CFDA #93.044);

» Special Programsfor the Aging - Title I11;

* Part C-Nutrition Services (CFDA #93.045),

* Nutrition Services Incentive Program (CFDA #93.053);

* Low-Income Home Energy Assistance (CFDA #93.568); and

*  Community Services Block Grant (CFDA #93.569).

The threshold for distinguishing Type A and B programs was $700,000.

Louisville/Jefferson County Metro Government - Department of Housing and Family
Services County was not determined to be alow-risk auditee.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT
Material Weaknesses Relating to Internal Controls
FINDING 08-HFS01-01: Management Of Department Of Housing And Family Services L acked

Basic Understanding Of Programs Within The Department And Did Not Provide Staff Proper
Direction And Oversight Of Procedures And Processes, Increasing The Risk For Fraud Or Error

During our audit we noted, based on interviews with the Department of Housing and Family Services
(HFS) staff, as well as audit procedures conducted throughout the audit, that those in management
positions did not have a basic understanding of the programs within HFS, did not provide proper staff
direction, and did not provide proper oversight of procedures and processes. Severa staff and managers
interviewed could not tell Auditor of Public Accounts staff what job functions were assigned to them, to
whom they were to report, or who they supervised. Management regularly moved staff from one program
or division to another and did not fill program manager positions, which are essential to proper grant
administration. This resulted in staff working on and overseeing federal programs with which they were
not familiar and without the benefit of knowledgeable management oversight.

One significant example is that management did not follow proper procedures for personnel changes.
Normally, when an employee is moved from one grant or cost center to another, this change isreflected in
PeopleSoft, Metro’'s payroll system. This would ensure that an employee’ s time is charged to the correct
grant or cost center. HFS management did not make appropriate changes in PeopleSoft, but instead used
journal vouchersto move payroll expenses from one grant or cost center to another.

Journa vouchers are entries made in an accounting system for the purposes of making corrections or
adjustments to the accounting data, or to post other non-routine transactions. Journal vouchers should not
be used, as they were by HFS, to move payroll charges within or between cost centers for multiple
employees every pay period.

Many of the journal vouchers reviewed by auditors did not have appropriate documentation to support the
validity of the transaction, and in some cases, HFS staff creating and posting the transactions were not in
the appropriate positions to do so. For control reasons, the appropriate designated authority should
approve al journal vouchers before the entry is posted to the financial records.

Approximately 1,280 journal vouchers were processed during fiscal year 2008, resulting in a net of
$17,000,000 in adjustments to the accounting data for HFS. HFS expenditures for fiscal year ending June
30, 2008, totaled $34,946,207. The net adjustment represents 49% of the total expenditures reported.
Thisis an darming percentage. While alimited number of journal vouchers are expected to occur during
the course of the year, ajournal voucher should be the exception and not the rule.

Because of HFS management’ s lack of understanding, direction and oversight, the use of journal vouchers
to move payroll expensesin fiscal year 2008 greatly increased the risk of fraud or errors in the financia
information presented for HFS. Thisincreased risk can lead to financia statement misstatement because
the reporting team at the Department of Finance is relying on account balances that may not exist and
accounts that cannot be reconciled to outside sources, such as IDIS (Integrated Disbursement and
Information System), which is a system used by HUD to track federal projects and related expenses.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT

FINDING 08-HFS01-01: Management Of Department Of Housing And Family Services Lacked
Basic Understanding Of Programs Within The Department And Did Not Provide Staff Proper
Direction And Oversight Of Procedures And Processes, Increasing The Risk For Fraud Or Error
(Continued)

There is aso the risk that grant expenditures reimbursed by the federal government can be erroneously
drawn down, and millions of dollars can be at risk for loss due to fraud, error, or improper financia

reporting.

A strong internal control function should exist along with a top management team that understands those
controls. Management should also understand the applicable grant requirements and the policies and
procedures necessary to manage the day-to-day operations. When these basic elements exist, staff then
understand their role in the organization and are provided a strong ethical example that should resonate
from the “tone at the top” throughout the organization.

Recommendation

We recommend that Metro immediately appoint a strong management team that has the
capability to oversee the day-to-day financial and programmatic operations of HFS. Management
should immediately meet with staff to gain an understanding of each employee's strengths and
knowledge, so that they can be properly assigned within HFS. An organizational chart should be
updated as soon as all staff are properly assigned. PeopleSoft should be updated to reflect the
correct cost center for each employee. This will eliminate the use of journal vouchers to move
payroll expenses between cost centers and grants. HFS management should restrict the use of
journal vouchers to non-routine transactions, and require proper approval by management and the
Department of Finance.

M anagement’s Response and Corrective Action Plan

Louisville Metro Government (“ Metra” ) recognized that there were issues in the previous year at
the Department of Housing and Family Services (“ HFS'), and took steps to appoint a strong
management team. Management personnel who have been replaced or removed include the
former department director, assistant director of the department, the assistant director of
Housing and the business office manager.

The issues presented in this finding have been addressed through the assignment of Christina
Heavrin as Interim Director to HFS. Ms. Heavrin, Special Counsel to the Mayor, has reviewed
the departmental management functions, interviewed staff, reassigned management staff to the
business office and created a grants compliance unit to oversee the day-to-day financial and
regulatory operations of HFS,
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B. FINDINGS- FINANCIAL STATEMENT AUDIT

FINDING 08-HFS01-01: Management Of Department Of Housing And Family Services Lacked
Basic Understanding Of Programs Within The Department And Did Not Provide Staff Proper
Direction And Oversight Of Procedures And Processes, Increasing The Risk For Fraud Or Error
(Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

The department’ s organizational chart has been updated to reflect these changes and is included
with these responses as Attachment A. Although an organizational chart existed, staff functions
had been changed and not adequately documented and/or communicated to staff as a result of the
reorganization of this department in the prior year. The new organizational chart clearly
identifies the lines of authority, responsibility and supervision.

Journal vouchers are the entries made to the general ledger in the Metro financial system
(“LeAP”), and can include routine and non-routine transactions. In accordance with Metro
policy, appropriate authorizing signatures and supporting documentation are required for all
journal vouchers processed in LeAP. While there were a number of adjustments to payroll for the
HFS department, the payroll expenditures in total appear to be appropriately reflected in the
financial statements (see additional discussion with FINDING 08-HFS-04[-04]).

Additionally, many of these changes were a result of restructuring within the department, and
these have been appropriately addressed and corrected within the PeopleSoft system (Metro’s
payroll system) in the first half of fiscal year (FY) 09. The department’s position control report,
which lists the location and cost center information for all employees, has been updated to ensure
that employees are being coded to the correct cost centers to eliminate the overuse of journal
entries to move payroll expenses between cost centers and grants.

It is also important to note that this comment indicates that “ several” staff and managers
interviewed could not provide the Auditor of Public Accounts (“ APA”) information regarding
their respective roles. Based on subsequent conversations with the auditors, the APA indicated
that there were only four employees who stated this. There are 206 permanent full-time
employees in the HFS department.

Through a review of the business office functions and staff capabilities in early November by the
former City of Louisville Director of Internal Audit, new management was transferred to oversee
the financial activities of the department. Vacant positions are being filled with staff members
that have the skills, knowledge and ability to ensure that the financial policies and procedures are
followed when processing payments and transactions for the department. Moving forward,
appropriate personnel of HFS will meet weekly with the Department of Finance and
Administration (* Finance”) staff and monthly with the U.S. Department of Housing and Urban
Development (“ HUD”) to ensure continued improvement on the corrective action plan.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT

FINDING 08-HFS01-01: Management Of Department Of Housing And Family Services Lacked
Basic Understanding Of Programs Within The Department And Did Not Provide Staff Proper
Direction And Oversight Of Procedures And Processes, Increasing The Risk For Fraud Or Error
(Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

In August 2008, the newly hired Housing division director, met privately with each staff member
in the Housing division to understand the responsibilities of each, and to solicit opinions on what
worked and what did not work in the division. The divison directors of Community Action
Partnership (* CAP") and Human Services routinely interact with their staff to ensure that the
employees have the skills and resources to perform their respective tasks. A process of
clarification of roles and divisional re-organization isreflected in the organizational chart.

In addition, a Grants Planning, Compliance and Monitoring Unit (* Compliance Unit” ) has been
created to process federal and state grants from pre-application through close-out. This unit
reports directly to the department director and will assist staff in drafting grant applications,
determine digibility of projects for grant funding and ensure that program and reporting
requirements for the expenditure of grant funds are met. The unit will monitor outside recipients
for compliance with federal and state guidelines, manage the HUD Integrated Disbursement and
Information System (“ IDIS’) reporting system and assist with other grant related compliance
issues as heeded.

At the time of Metro’'s response to this report, HFS is awaiting the results of the ongoing
investigations by Metro’s Internal Auditor and the Louisville Metro Police Department’s Public
Integrity Unit. If the findings of these investigations expand the scope of issues contained in this
audit, management will take the appropriate action immediately.

Auditor’s Reply

The Auditor of Public Accounts acknowledges steps have been taken to begin to address the
concerns outlined in this report. However, we stand by our findings and recommendations and
reiterate the need for a strong, full-time management team to be in place to address these long-
standing issues and bring stability to the Department.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT
FINDING 08-HFS02-02: Management Within The Department Of Housing And Family Services

Did Not Follow Policies And Procedures To Ensure A Proper Internal Control Structure Existed
Throughout The Department

During the course of our audit and while conducting interviews with Department of Housing and Family
Services (HFS) employees, many items were brought to the auditors' attention regarding management’s
failure to follow policies and procedures to ensure a proper internal control structure. Some of the items
brought to our attention included the following:

* Employees were directed to move furniture on weekends and late evenings. DISMAS workers
(recent parolees living in half-way housing) were used and were often alone on evenings and
weekends with afemale employee.

* Furniture was taken to alocation outside of Metro government and has not been returned.

* Management hired employees above starting pay grade without sufficient reason. Human
Resources (HR) disagreed with management’s justification because the employees were not
gualified for the positions and above average salaries.

*  One employee, who owned a small upholstery business, was ordered by management to upholster
furniture and was not reimbursed for it.

* HFS employees, having no knowledge of LiIHEAP (federal program to provide heating and
cooling assistance to low-income individuals), were asked to process applicants on the spot one
morning for LiHEAP benefits.

* Theformer director’s mother was paid LiHEAP benefits when she did not qualify. Also, apartial
mortgage payment was made on her behaf from the Jefferson County Children’s Welfare Fund,
Inc. (See FINDING 08-HFS06-08)

Management of HFS clearly did not follow HFS and Metro Government policies and procedures.
Misappropriation of assets can result and millions of dollars can be at risk for fraud or improper spending.
Questioned costs can arise resulting in reimbursement to the federal government because staff is not
gualified to oversee federal programs or not provided appropriate management oversight to insure
programs are in compliance with grant requirements.

Management of HFS is expected to follow all policies and procedures established by Metro and within
their department and should not use employees for tasks outside Metro's day-to-day operations.
Employees should not be ordered by management to perform tasks that create a hostile work environment
or lower morale among staff. Human Resource policies and procedures specify the hiring process for
employees regarding pay grade and qualifications and should be followed. Employees are expected to
work regular hours and perform normal job duties. Relatives of HFS staff should be treated in the same
manner as any other individual applying for assistance and should not be processed by the reative
working in HFS.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT
FINDING 08-HFS02-02: Management Within The Department Of Housing And Family Services

Did Not Follow Policies And Procedures To Ensure A Proper Internal Control Structure Existed
Throughout The Department (Continued)

Recommendation

We recommend the new management team, as proposed in this audit, implement all policies and
procedures of Metro, and within HFS, and not pressure employees to perform any tasks outside
their normal job duties. We recommend that all positions and staff within HFS be evaluated to
assure only qualified individuals are serving in those positions. Finally, we recommend Metro
establish a hotline for employees to report work related incidents and follow up on any
complaints that arise.

M anagement’s Response and Corrective Action Plan

The actions of prior management of HFS who did not follow all policies and procedures of
Metro to ensure proper internal controls, violated simple and well-known guidelines of Metro.
The management who allegedly engaged in these activities is no longer with HFS or Metro.
Employees are not asked to perform tasks outside of their legitimate job duties. Employees are
not allowed to remove Metro property from Metro's control or to circumvent controls to give
benefits to family members.

New management has been assigned in the Housing division, compliance unit and the HFS
business office, and new responsibilities delegated to the CAP and Human Services division
directors enabling review of work flow and processes to ensure that Metro policies and
procedures are being followed. The departmental division managers or designee review and
approve all requests for hiring, contracts and payments. Hiring recommendations, financial
budgeting requests, contract processing and payment requests are reviewed by the business office
management and/or the interim department director prior to submission of documents to Finance
or the Department of Human Resour ces (“* Human Resources’).

The interim department director has evaluated staff functionality and capabilities, and staff
members who were placed in unfamiliar roles under the direction of the prior management.
Those who were not performing those roles well have been reassigned back to their original jobs.
Morale and performance have improved as staff have been reassigned to positions for which they
have the training and skills to perform.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT
FINDING 08-HFS02-02: Management Within The Department Of Housing And Family Services

Did Not Follow Policies And Procedures To Ensure A Proper Internal Control Structure Existed
Throughout The Department (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Finally, there is an established grievance procedure for employees to voice grievances and to
resolve conflicts within individual departments in the Metro Government Personnel Policies and
Procedures manual (see section 15.2 of Metro's Personnel Policies which outlines formal
grievance procedures as Attachment B). Metro has resources available for employees, including
Metro Call, Internal Audit, 574-LMPD, and/or the HR employee hotline for any issues or
concerns that they feel their supervisors are not addressing.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT

FINDING 08-HFS03-03: The Department Of Housing And Family Services Has Not Corrected
Multiple Prior Audit Findings

The Department of Housing and Family Services (HFS) did not appropriately follow up on and correct
multiple prior audit findings reported in each of the previous audits dating back to merger (June 30, 2003)
as well as audit findings reported by the United States Department of Housing and Urban Development
(HUD) and Louisville Metro Government’s Office of Internal Audit (IA). The failure of HFS
management to follow-up and correct prior audit findings resulted in numerous findings in the current
HFS audit.

HFS management lacked appropriate understanding of financial procedures and processes and did not
provide staff with appropriate levels of oversight and direction to assure proper follow-up occurred.
When a lack of basic understanding exists, the potential for material errors or omissions in the financia
statements is greatly increased. In addition, the ability to properly reconcile accounts is diminished,
federal expenses may not be properly drawn down or drawn down in error, and monitoring of activities
within the entity and by sub-recipients may not occur, all of which can result in questioned costs to be
repaid to the federal government.

The purpose of any audit, whether it is an internal or external audit, is to provide assurances or opinions
on financia statements and/or federal programs, required elements, or internal controls. Typically, as part
of an audit, auditors report findings to management meant to support an opinion, point out areas of
concern and provide appropriate recommendations for improvement. Management is expected to follow-
up on these findings, and unless the finding is no longer applicable, create a corrective action plan to
eliminate the finding in future periods.

Recommendation

We recommend the new management team, as proposed in this audit, implement and oversee a
corrective action plan to address any current audit findings. Thisteam should be heavily involved
in the day-to-day operations since many of the current findings are the result of lack of direction
and oversight by previous management in HFS.

M anagement’s Response and Corr ective Action Plan

Metro places great importance on audit findings, and regularly works within the organization
and with our external and internal auditors to improve processes and controls based on feedback
we receive through annual audit comments. We regularly report to funding sources on
improvements that are made from year to year on prior audit findings. Each year since merger,
Metro has made significant improvements on audit findings, and numerous comments received
related to Housing (see paragraph below) and other Metro departments from past years have
been corrected and processes improved related to prior audits.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT

FINDING 08-HFS03-03: The Department Of Housing And Family Services Has Not Corrected
Multiple Prior Audit Findings (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Sx comments from the FY 05 audit were cleared in the FY 06 audit regarding timeliness of sub-
recipient reimbursement, accuracy of payments to sub-recipients, HOME sub-recipient
monitoring, cash draw down procedures for HOME and CDBG, and improvement of the Federal
Cash Transaction report. Two comments from the FY 06 audit were cleared in the FY 07 audit
regarding the improvement of HOME program accounting and reporting and the use of HOME
programincome.

HFS is committed to improving processes and will work with Finance to research and develop
corrective action plans to resolve prior year and current year audit findings. Other comments
from prior years that have not been corrected to date are currently being addressed, as
documented in responses to previous comments in prior year and current year A-133 reports.
Due to the turnover of management and personnel within the HFS Department during FY 08,
progress was slowed on improving and correcting various prior year findings.

One of the most significant comments from previous findings that has been corrected was the
timeliness of draw-downs from HUD of grant reimbursements. Beginning in FY 08, HFS and
Finance made a significant transition to have the draw-down process managed by Finance. This
change has improved the timeliness in which grant monies are reimbursed to Metro, as well as
developed better practices for recording information into IDISand LeAP.

Additionally, effective FY 08, the Finance Department has been able to reconcile the two systems
within a material amount for the first year since merger, and continues to reconcile this
information in FY 09. During FY 09, HFS and Finance have begun a reconciliation of previous
years information recorded in IDIS and LeAP (see additional information in response to
FINDING 08-HOME/CDBG-16[-23]).

Metro will continue to work on corrective action plans and implementing changes outlined in
those plansto correct previous and current year audit findings.

Auditor’s Reply

The APA’s comment above is presented to recommend areas for improved management
responsiveness in Metro's Department of Housing and Family Services, and to explain how
numerous findings noted in previous audits continue to exist. Whereas we acknowledge the prior
year Metro single audit reports referred to in management’s response above indicate multiple
comments were cleared, most of the internal control weaknesses were actually presented as new
findings in the same report. For instance, Metro indicates six HOME and CDBG comments from
the FY 05 single audit report were cleared in FY 06.
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B. FINDINGS- FINANCIAL STATEMENT AUDIT

FINDING 08-HFS03-03: The Department Of Housing And Family Services Has Not Corrected
Multiple Prior Audit Findings (Continued)

Auditor’s Reply (Continued)

However, upon further review, it appears the FY 06 report contains four new findings noting
similar weaknesses. Also, Metro identified two of four FY 06 findings that were cleared in the
FY 07 report, but the other two findings were presented as new findings within that report. We
believe the cleared findings cited were labeled cleared by the auditor due to changes in the audit
scope, program audited, or other circumstance, but the underlying weaknesses addressed in those
comments do not appear to have had adequate corrective action taken. As has been the case for
HFS since the FY 04 audit, findings related to various issues within the department have been
reported, not only by the Auditor of Public Accounts (FY 04 and FY 05), but also by the CPA
firm contracted by Metro to perform the FY 06 and FY 07 audits.
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FINDING 08-HFS04-04: Management In Department Of Housing And Family Services Did Not
Follow Palicies And Procedures Established For Payroll

During the course of our audit, and while conducting interviews with Department of Housing and Family
Services (HFS) staff, we noted a lack of management understanding of basic financia process and
procedures. Management also did not provide direction and oversight surrounding the day-to-day
financial and programmatic operations of HFS to staff. Staff in HFS informed us that they were not
aware of any policies and procedures in place concerning employee transfers, and employees were
constantly moved to different positions. If policies and procedures did exist, staff in a position to update
employee transfers in PeopleSoft (Metro Payroll System) either did not know about the policies and
procedures or simply chose to ignore them. According to staff, because the HFS business office was
often not notified, the only aternative was to create a journa voucher to correct the original posting. Staff
also said HFS simply did not keep up with updating employee coding in PeopleSoft as well.

HFS utilizes three different types of timesheets, some of which provided no mechanism to show which
federal program an employee was currently working on. The timesheet simply showed the number of
hours worked per day.

Voluminous journal vouchers to transfer payroll charges from one fund to another, one department to
another, and one cost center to another were processed because HFS management failed to ensure
employee time was charged to the correct account before payroll was processed. There were $6,103,925
in payroll related charges to federal grants, many of which could not be adequately tested. Therefore the
auditors were unable to determine if these payroll charges were questionable.

Management directed employees to complete routine tasks without regard to policies and procedures
established by Metro. Payroll records are not updated timely to reflect the federal program an employee
is working on and timesheets (primary source of documentation for employees time charged to federal
programs) don't always reflect the federal program. Since payroll represents a significant amount of
expenses incurred in HFS and since most of this can be reimbursed by the Federal Government, HFS is
putting millions of dollars at risk of not being drawn down timely or at dl, and could also face the
possibility of having to pay funds back to the federal government that have already been drawn down in
appropriately. HFS accounts that Metro’ s reporting team relies upon to prepare financial statements may
be misstated as well. Financial reports submitted to the federal government may be incorrect and it
becomes difficult to reconcile federal programs in the general ledger (LeAP) to Integrated Disbursements
and Information System (HUD system used to track projects and related expenses).
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FINDING 08-HFS04-04: Management In Department Of Housing And Family Services Did Not
Follow Policies And Procedur es Established For Payroll (Continued)

A basic understanding of day-to-day financial and programmatic operations is expected to exist along
with a strong internal control function. Organizational policies and procedures, if in place, should be
followed. Examplesinclude timely coding of employees to the payroll system and limited use of journal
vouchers for corrections, period ending adjustments and non-routine activities. Routine reconciliations of
the general ledger to outside systems are al so expected to occur.

Recommendation

We recommend the new management team, as proposed in this audit, immediately focus on
reviewing and implementing payroll policies and procedures for all staff to follow. Where
policies and procedures do not currently exist, these should be developed immediately. Staff
should be immediately updated in the PeopleSoft system so the use of journa vouchers can be
limited to non-routine activities. Timesheet forms should be limited to one that enables the
employee to code which program he or she is working on, signed by the employee and the
immediate supervisor. We also recommend HUD perform a review of all payroll charges to
determine whether any funds should be reimbursed to the federal government.

M anagement’s Response and Corrective Action Plan

Metro’'s payroll policies and procedures specifically require support for payroll charges and
appropriate approval from management to process these expenditures. Metro is reviewing time
sheet procedures related specifically to HFS and opportunities for electronic timesheets that will
allow for the department to track employee time to the appropriate grant program in a more
efficient manner and will provide a consistent process for the entire department.

Additionally, Metro has completed an analysis of payroll expenditures for FY 08. The following
procedur es wer e performed:

Metro confirmed that all payroll charges processed per the PeopleSoft system tied without
material exception to total payroll expenditures reflected in the general ledger (LeAP).

Metro compared total payroll expenditures charged to the general fund and the special revenue
fund (grant-related funds) as a percentage of total for FY 08 and FY 07, noting that total charges
to each fund appeared consistent with prior years.

Metro compared payroll charges per program for CDBG, HOME, SPC, Lead, Summer Foods,
LIHEAP, and CSBG as a percentage of total payroll for FY 08 compared to prior years. We
found that these percentages were consistent for FY 08.
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FINDING 08-HFS04-04: Management In Department Of Housing And Family Services Did Not
Follow Policies And Procedur es Established For Payroll (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Based on the review of payroll expenditures, Metro does believe that payroll expenditures are
appropriate and have been accurately reflected in the financial statements.

New management of the business office has been assigned to focus on training of staff to ensure
under standing of the payroll policies and procedures. In addition, the business office is working
with the division directors (CAP, Human Services and Housing) to communicate the appropriate
procedures for transferring or hiring staff and recording appropriate payroll expenditures to
grant programs.

The department position control report has been reviewed and staff have been moved to their
respective areas of responsibility. In addition a secondary review has been done by the division
directors to ensure that all staffing changes or transfers have been updated to ensure that
charges are posting correctly to the general ledger in FY 09. This enables correct draw down
information to be obtained for respective grants.

The use of journal entriesto correct payroll data has been reduced dramatically as informationis
being updated in advance of processing payroll to ensure that charges are being posted to the
correct general ledger coding. There have been correcting journal entries processed for the
current fiscal year, but these entries are being reviewed and processed with detailed backup
documentation and system data is being updated so that the entries are being done only as a
corrective exception. A schedule of routine transfers of department staff from one unit activity or
active grant to another is being developed so that transfers will be requested in a timely fashion
with system data being updated prior to payroll processing.



Page 39
LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Fiscal Year Ended June 30, 2008

B. FINDINGS- FINANCIAL STATEMENT AUDIT

FINDING 08-HFS05-05: The Schedule Of Expenditures Of Federal Awards Did Not Agree With
The Accounting System

Federal expenditures per the Department of Housing and Family Services's (HFS) Schedule of
Expenditures of Federa Awards (SEFA) do not agree with the expenditures for these federal programs
per the LeAP accounting system (the accounting system used by Metro Government). Expenditures per
the SEFA for the Summer Food Service Program for Children (CFDA #10.559) total $1,455,158, while
the LeAP detail totals $1,714,198, a difference of $259,040. There were severa duplicate deferred
revenue postings that created a $259,040 overstatement of revenues that was not discovered until
November 2008, at which time Finance corrected. The error resulted in HFS spending $259,040 more
than the federal funds available for this program. Finance decreased the expenditures on the SEFA by the
$259,040; however, they did not make any changes to the trial balance or in LeAP to reflect the decrease
in expenditures within the program and the expenditures being picked up by the General Fund.

Expenditures per the SEFA for Community Development Block Grants (CDBG) (CFDA#14.218) totaled
$6,853,317, while LeAP detail totals $7,583,400, a difference of $730,083. According to Finance, this
difference is attributed to program income, and was applied to total expenditures, but not to federal
expenditures. Federal grant regulations require program income to be spent before federal funds are
drawn down. In addition, the amount of program income that is spent should be considered a federal
expenditure and reported on the SEFA.

Expenditures per the SEFA for HOME Investment Partnership Program (HOME) (CFDA#14.239) totaled
$2,021,419, while LeAP detail totals $2,689,955, a difference of $668,536. According to Finance, this
difference is attributed to program income that was deferred from fiscal year 2007. This amount should
have been spent in 2007 and included on the 2007 SEFA. As stated before, federal grant regulations
require program income to be spent before federal funds are drawn down.

Recommendation

We recommend that HFS and Finance no longer defer program income, as federal grant
regulations require program income to be spent before any federal funds are drawn down. We
also recommend that Finance include any program income spent as a federal expenditure on the
SEFA.

M anagement’s Response and Corr ective Action Plan

Metro places great importance on the complete and accurate compilation of financial
information that is presented in the Schedule of Expenditures of Federal Awards (“* SEFA”) and
all other financial reports. Financial information provided in the SEFA and other financial
statements does come directly from LeAP, and can be reconciled to the general ledger. The
differences noted in this comment were appropriately explained and do not represent a
mi sstatement of financial information.
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FINDING 08-HFS05-05: The Schedule Of Expenditures Of Federal Awards Did Not Agree With
The Accounting System (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

The difference in revenue information reflected for the Summer Food program in this comment
was an issue that was found by Finance and corrected prior to the auditor’s review. However,
during the audit process (after year-end close), Metro does not continue to book transactions to
the year that has been closed. The general ledger remains closed, until completion of the audit
and then any adjustments found in preparation for the audit or during the audit are booked upon
completion of review. Thus, there was no over statement of revenues in the general ledger related
to this program.

Metro does not agree that the examples cited in this comment for CDBG and HOME differences
are valid. Effective July 1, 2007, the Grants Management divison of Finance implemented
policies and procedures with regard to appropriate management of HUD draws and program
income. These policies ensure that program income for the CDBG and HOME programs are
spent before entitlement reimbur sements are requested.

Program income revenues are reviewed twice a month in conjunction with each CDBG and
HOME draw. The amount of program income earned for the period is then applied to federal
expenditures for the same time period. A reimbursement request is then submitted for the amount
of remaining expenditures not covered by program income. Program income documentation is
maintained for every reimbursement request to support our practice of adhering to federal
requirements on program income spending.

It isimportant to note that the FY 07 deferred program income situation referenced in the finding
was an isolated situation. Program income was deferred for a very specific purpose related to
the Partridge Point Apartments project, and this was the only exception noted. There have been
no other deferred programincome situationsin FY 08 or FY 09.

Per OMB Circular A-133, Metro reports federal expenditures as the grant expenditure that is
reimbursed by federal dollars. In order to identify this amount, total grant expenditures are
reduced by the amount of program income that covers some portion of the expenditure and
reduces the amount requested for reimbursement. Previous audits have found this method of
reporting federal expenditures on the SEFA to be in accordance with A-133 guidelines, including
audits conducted by the APA during FY 04 and 05.

Auditor’s Reply

As part of an audit of a governmental entity that includes a Schedule of Expenditures of Federa
Awards (SEFA), the auditor is required to reconcile the SEFA to the underlying accounting
records (LEAP), and include as an audit finding when the two do not reconcile.
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FINDING 08-HFS05-05: The Schedule Of Expenditures Of Federal Awards Did Not Agree With
The Accounting System (Continued)

Auditor’s Reply (Continued)

For the Summer Food Program, once the error was discovered, it was appropriately removed as
an expenditure on the SEFA, however it was not appropriately corrected in LEAP during the
course of the audit.

For the Community Development Block Grant (CDBG) and the HOME Investment Partnership
Program (HOME), program income that was generated and subsequently spent from each grant
was inappropriately removed as an expenditure on the SEFA. OMB Circular A-133, Subpart B-
Audits, Section 205-Basis for determining Federal awards expended, identifies the receipt or use
of program income as an activity to be factored into determining the basis for federa
expenditures.

As presented in the 2005 audit, the APA did include a finding related to the SEFA for the year
that specifically makes reference to program income. That finding is referenced as 05-Metro-4.
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FINDING 08-HOME11-06: The Department Of Housing And Family Services Lacks Ethical
GuidelinesWhich Resulted In Conflicts Of Interest

This finding is a significant deficiency/material weakness relating to internal controls and/or materia
instance of noncompliance/other noncompliance of a major federal award program. See Part “C.
Findings and Questioned Costs - Mgjor Federal Awards Program Audit,” FINDING 08-HOME11-19 for
discussion of thisfinding.

FINDING 08-SFSPC40-07: The Department Of Housing And Family Services Over spent Summer
Food Service Program For Children Funds By $259,040 Due To Accounting Records That Were
Not Properly Reconciled

This finding is a significant deficiency/material weakness relating to internal controls and/or materia
instance of noncompliance/other noncompliance of a major federal award program. See Part “C.
Findings and Questioned Costs - Mgjor Federal Awards Program Audit,” FINDING 08-SFSPC40-47 for
discussion of thisfinding.
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Significant Deficiencies Relating to Internal Controls

FINDING 08-HFS06-08: The Department Of Housing And Family Services Did Not Notify
Department Of Finance Of All Bank Accounts Under Their Control

The Department of Housing and Family Services (HFS) maintained a bank account without following
Finance policy. The account is the Jefferson County Children’s Welfare Fund, Inc., from which part of a
mortgage payment for the former Director’s mother was improperly paid. (See FINDING 08-HFS02-02).
Since Finance was not given information on the Welfare Fund, staff from Finance were not able to
monitor the account and record the transactions associated with this account in Metro’ s accounting system
(LeAP).

Finance policy requires notification from all Departments for any bank account associated with the
Department. This policy was established to ensure al account transactions are accounted for and
recorded on Metro's financial statements.

We aso became aware of another account under the control of HFS that belongs to the Landbank
Authority, which is ajoint venture between the Louisville/Jefferson County Metro Government, Jefferson
County Public Schools, and the Commonwealth of Kentucky, for which Metro is the record keeper. The
auditors made severa inquiries as to whether the Landbank Authority has had an audit, and the auditors
were told that it had not, though it handles numerous parcels of land for sale and the HFS Executive
Director has discretion over the transactions.

Recommendation

We recommend HFS notify Finance of any bank accounts under the Department’s control so that
al transactions are recorded appropriately. We aso recommend that Metro work with the
Jefferson County Public School System and the Commonwealth of Kentucky to have the
Landbank Authority audited to ensure the funds and assets of the Authority are appropriately
accounted for.

M anagement’s Response and Corr ective Action Plan

HFS has now notified Finance of all bank accounts under their control in accordance with
Metro’s cash policies and procedures.

This finding makes note of the Jefferson County Children’s Welfare Fund, Inc., that was held in
Human Services. At the December 3, 2008 Board of Director’s meeting the assets of the fund
were donated to Metro and the fund was dissolved. Subsequent to the meeting the funds have
been transferred to Finance and Articles of Dissolution have been filed with the Kentucky
Secretary of Sate by the Jefferson County Attorney’ s Office. These funds have been accepted by
the Metro Council as a gift to be used for children’'s welfare through emergency financial
assistance. There are no other accountsin Human Services outside the Metro financial system.
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FINDING 08-HFS06-08: The Department Of Housing And Family Services Did Not Notify
Department Of Finance Of All Bank Accounts Under Their Control (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

The second account under control of HFS is an account which belongs to the Land Bank
Authority and is a joint venture of three entities. HFS will work with Finance, the Jefferson
County Public School System and the Commonwealth of Kentucky to ensure that an audit is done
on this account to verify that funds and assets of the Land Bank Authority are appropriately
accounted for in the financials.

See also the response to FINDING 08-HFS-02[-02] regarding the specific payment referenced in
this comment. HFS will not open any accounts in the future without following the established
Finance policy. Metro policy is very specific on coordination of cash accounts with departments
to ensure that all transactions are appropriately accounted for in the general ledger.

In order to communicate the importance of coordinating all Metro bank accounts through
Finance, Metro issued policies and procedures with regard to bank accounts effective February
2006. The policy states that any Metro department that has a need to establish a new or separate
bank account must submit a written request to the cash management division of Finance. The
request must outline the nature and the need for the bank account.
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FINDING 08-HOMEQ7-09: The Department Of Housing And Family Services Did Not Provide

Written Policies And Procedures For HOME Report Preparation And Ensure Knowledgeable
Supervisory Review Of Reports

This finding is a significant deficiency/material weakness relating to internal controls and/or material
instance of noncompliance/other noncompliance of a major federal award program. See Part “C.
Findings and Questioned Costs - Mgjor Federal Awards Program Audit,” FINDING 08-HOMEQ7-15 for
discussion of thisfinding.

FINDING 08-HOME/CDBG15-10: The Department Of Housing And Family Services Did Not
Ensure That Staff And Management Understand Federal Reporting Requirements Regarding
Subr ecipients

A subrecipient is a non-federa entity that expends federal awards received from a pass-through entity to
carry out a federal program. The Subrecipient List with the Schedule of Expenditures of Federal Awards
(SEFA) is not complete.

Finance relies on the Department of Housing and Family Services (HFS) to provide relevant information
to be reported on the SEFA. HFS does not have staff knowledgeable enough about federal reporting
requirements to ensure that all information is reported accurately. One subrecipient of the HOME grant
was not included on the SEFA provided to auditors and the list of subrecipients provided to auditors by
HFS for the CDBG grant did not agree to the list of subrecipients on the SEFA.

HFS should ensure that staff responsible for providing information to Finance for federa reporting are
knowledgeable about reporting requirements and understand and apply the criteria for determining
subrecipients. Management should also understand the requirements and should review information for
accuracy and ensure completeness.

Recommendation

We recommend that HFS provide training to staff and management responsible for federa
reporting to ensure that accurate and complete information is reported on the SEFA.

M anagement’s Response and Corr ective Action Plan

HFS recognizes the importance for grants staff and management to understand the federal
reporting requirements regarding sub-recipients. There have been no previous A-133 comments
for Metro related to the compilation of sub-recipients for disclosure in the SEFA to indicate an
overall lack of understanding of these requirements. Additionally, it isimportant to note that the
sub-recipient listing for thefinal FY 08 audit is complete and accurate.

HFS staff and management do understand the federal reporting reguirements to include any sub-
recipient that received federal funding from HFSduring the fiscal year in the SEFA. Policies and
procedures have been established to provide sub-recipient information to Finance each year for
disclosure in the SEFA.



Page 46
LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Fiscal Year Ended June 30, 2008

C. FINDINGS AND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT
Significant Deficiencies’M aterial Weaknesses Relating To Internal Controls And/Or
Material Instances Of Noncompliance Or Other Reportable Matters

FINDING 08-HFS01-11: Management Of Department Of Housing And Family Services L acked
Basic Understanding Of Programs Within The Department And Did Not Provide Staff Proper
Direction And Oversight Of Procedures And Processes, I ncreasing The Risk For Fraud Or Error

Federal Program: CFDA # All Mgjor Programs Audited

Federal Agency: U.S. Department of Housing and Urban Development
U.S. Department of Health and Human Services
U.S. Department of Agriculture

Compliance Area: All

Pass-Through: Various

Questioned Costs: $0

This finding is a material weakness and/or significant deficiency for internal control over financia
reporting. See Part “B. Findings - Financial Statement Audit,” FINDING 08-HFS01-01 for discussion of
this finding.

FINDING 08-HFS02-12: Management Within The Department Of Housing And Family Services
Did Not Follow Policies And Procedures To Ensure A Proper Internal Control Structure Existed
Throughout The Department

Federal Program: CFDA # All Mgjor Programs Audited

Federal Agency: U.S. Department of Housing and Urban Development
U.S. Department of Health and Human Services
U.S. Department of Agriculture

Compliance Area: All

Pass-Through: Various

Questioned Costs: $0

This finding is a material weakness and/or significant deficiency for internal control over financia
reporting. See Part “B. Findings - Financial Statement Audit,” FINDING 08-HFS02-02 for discussion of
this finding.
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FINDING 08-HFS03-13: The Department Of Housing And Family Services Has Not Corrected
Multiple Prior Audit Findings

Federal Program: CFDA # All Mgor Programs Audited

Federal Agency: U.S. Department of Housing and Urban Development
U.S. Department of Health and Human Services
U.S. Department of Agriculture

Compliance Area: All

Pass-Through: Various

Questioned Costs. $0

This finding is a material weakness and/or significant deficiency for internal control over financia
reporting. See Part “B. Findings - Financial Statement Audit,” FINDING 08-HFS03-03 for discussion of
this finding.

FINDING 08-HFS04-14: Management In Department Of Housing And Family Services Did Not
Follow Palicies And Procedures Established For Payroll

Federal Program: CFDA # All Mgjor Programs Audited

Federal Agency: U.S. Department of Housing and Urban Development
U.S. Department of Health and Human Services
U.S. Department of Agriculture

Compliance Area: All

Pass-Through: Various

Questioned Costs: $0

This finding is a material weakness and/or significant deficiency for internal control over financia
reporting. See Part “B. Findings - Financial Statement Audit,” FINDING 08-HFS04-04 for discussion of
this finding.
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FINDING 08-HOMEQ7-15: The Department Of Housing And Family Services Did Not Provide

Written Policies And Procedures For HOME Report Preparation And Ensure Knowledgeable
Supervisory Review Of Reports

Federal Program: CFDA #14.239 - HOME Investment Partnership Program
Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Matching, Level of Effort, Earmarking and Reporting
Pass-Through: Not Applicable

Questioned Costs. $0

The Department of Housing and Family Services (HFS) must submit an annual report to the United States
Department of Housing and Urban Development (HUD) detailing the matching contribution for HOME
funds. HFS must provide matching funds of not less than twenty-five percent of the funds drawn from
the federal account for the fiscal year.

The 2007 HOME Match Report contained an error in the calculation of total match for the year. While
the error does not cause a significant under or overstatement of matching, it is indicative of an underlying
problem. The Department of Housing and Family Services (HFS) does not have written policies and
procedures for report completion and there is no supervisory review of reports once completed. Because
of this, HFS could submit erroneous reports to HUD, and not be in compliance with matching
requirements.

Federa reports should be completed by staff knowledgeable of grant requirements. There should be
policies and procedures in place directing staff in the completion of necessary reports. A supervisor
knowledgeable of grant requirements should review reports for accuracy before submission.

Recommendation

We recommend that HFS develop comprehensive policies and procedures covering all aspects of
program management for HOME grants, and that management knowledgeable of grant
requirements review reports for accuracy and compl eteness before submission.

M anagement’s Response and Corrective Action Plan

HFS recognizes the importance of accurate reporting. A review of staff functions and
capabilities has been conducted to ensure the appropriate resources have been allocated to
provide knowledgeable compilation and review of reports. Many staff members, who had
previoudy been reassigned to other divisions within the department, have been returned to the
HOME program to ensure that expertiseis retained and properly utilized.
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FINDING 08-HOMEQ7-15: The Department Of Housing And Family Services Did Not Provide
Written Policies And Procedures For HOME Report Preparation And Ensure Knowledgeable
Supervisory Review Of Reports (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

The newly created compliance unit is charged with identifying all reporting requirements under
HFS state and federal grant programs and ensuring that those reports are completed accurately
and filed timely. One of the specific responsihilities of this unit will be the compilation of the
HOME Match report. Housing management will be responsible for verifying that reports are
complete and accurate prior to submission to HUD.

This unit will also assist program staff in drafting grant applications, determining eligibility of
projects for grant funding and adhering to program and reporting requirements for the
expenditure of grant funds. In addition, the unit will monitor outside recipients for compliance
with federal guidelines, manage the IDIS reporting system and assist with other grant related
compliance issues as needed.

Management has developed and will continue to review the policies and procedures covering all
aspects of program management for HOME grants.
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FINDING 08-HOMEQ8-16: The Department Of Housing And Family Services Did Not Follow The
Grant Requirement To Spend Home Program | ncome Before Drawdown Of Entitlement Funds

Federal Program: CFDA #14.239 - HOME Investment Partnership Program
Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area: Program Income

Pass-Through: Not Applicable

Questioned Costs. $0

The Department of Housing and Family Services (HFS) loans federa funds to eligible citizens for home
rehabilitation. Based on the client’s income, payments are made by the clients to HFS to repay a portion
of these loans. This is considered program income generated by this federally funded project. Program
income generated by the HOME program totaling $709,850 was deferred from fiscal year 2007 to fiscal
year 2008 to be used for a specific project, Partridge Point |1 Apartments.

As payments that qualify as program income were received, the Department of Housing and Family
Services (HFS) would direct Finance, by use of journa vouchers, to move the program income to
“holding” accounts to accumulate funds for the specific project. HFS did not follow the HOME grant
requirement requiring the use of program income before drawdown of entitlement funds.

The United States Department of Housing and Urban Development (HUD) regul ations regarding program
income require that program income must be used before additional HOME allocation funds are drawn
down. A participating jurisdiction may not draw down HOME allocation funds while allowing program
income to accumulate in its local account. Available program income must be used to pay the next
eligible program cost.

Recommendation

We recommend that HFS follow HUD regulations for the HOME grant for the use of program
income. HFS should not direct Finance to bypass the correct recording of program income in
order to accumulate program income for specific projects.

M anagement’s Response and Corrective Action Plan

Metro policy requires that program income is expended prior to reimbursement of entitlement
funds being requested in accordance with HUD regulations. See the response for FINDING-08-
HFS-05[-05] for additional detail on related policy and procedure.

The deferring of program income for the Partridge Point Apartments project was a one time
occurrence. Itisnot the practice of HFSto accumulate programincomein a local account. HFS
will continue to follow HUD regulations regarding the use of program income and apply
programincome to the next eligible program cost.
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FINDING 08-HOMEQ9-17: The Department Of Housing And Family Services Lacks Internal
ControlsOver The Use Of HOME Funds For Down Payment Assistance

Federal Program: CFDA #14.239 - HOME Investment Partnership Program
Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area: Eligibility

Pass-Through: Not Applicable

Questioned Costs. $0

Thereis alack of segregation of duties and lack of adequate supervisory review over the Down Payment
Assistance Program. One employee performs all functions related to eligibility determination and
document processing without adequate supervisory review. This person is knowledgeable about the grant
requirements and has strong organizational skills. However not having anyone review the files before
processing increases the risk that errors or non-compliance could occur and not be detected.

Having one person perform all tasks for this program could cause material error, fraud or noncompliance.
The Department of Housing and Family Services (HFS) should either have duties segregated between
several knowledgeable employees or have a supervisor that is knowledgeable of grant requirements to
ensure material errors and/or noncompliance are not made.

Recommendation

We recommend that another employee review digibility determinations to ensure accuracy and
that the program supervisor review each file for correct eligibility determination and compliance
with program requirements before funds are released.

M anagement’s Response and Corrective Action Plan

HFS recognizes the importance of segregation of duties under any program or process. The
structure of the Down Payment Assistance Program is being changed to provide additional
oversight of the application and eligibility determination process. These changes should be in
place no later than the end of February 2009.

Income digibility for all Housing programs, including the Down Payment Assistance Program,
will be verified by the intake staff. Eligibility of the structure being purchased will be verified by
rehabilitation (“rehab”) advisors under the supervision of the rehab supervisor. The various
eligibility determinations will be reviewed and confirmed by the assistant division director.

Other program requirements and document processing will be completed by the Down Payment
Assistance program manager. The program manager will work with clients from the application
process through loan closing. The assistant division director will authorize payment of any
benefits approved for the Down Payment Assistance Program.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-HOME/CDBG/L EAD10-18: The Department of Housing and Family Services Lacks
Oversight And Accountability For The Investor Loan Database

Federal Program: CFDA #14.239 - HOME Investment Partnership Program

CFDA #14.128 - Community Development Block Grant/Entitlement Grant
CFDA #14.900 - Lead-Based Paint Hazard Control in Privately-Owned Homes

Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Program Income

Pass-Through: Not Applicable

Questioned Costs: $0

In addition to auditor documentation of findings in this area, please refer to the Investor Loan Program
Delinquent Loans report written by the Louisville Metro Office of Internal Audit in October 2007. The
following items were noted:

There is alack of internal controls over the tracking and collection of payments for the investor
loan program.

There is alack of adequate segregation of duties or knowledgeable supervisory review to ensure
that material errors or fraud are not committed. One person is responsible for tracking,
monitoring, and collection activities for these loans, with little support or oversight from
management.

The outstanding loans are tracked by the Department of Housing and Family Services (HFS) with
an excel spreadsheet. This type of tracking system is labor intensive and not conducive to
monitoring notifications or collection activities.

The Department of Finance has a separate database in use to track loans. This database does not
agree with the loan information kept by HFS. Therefore, it is impossible to tell exactly how
many loans are outstanding, the terms of each loan, and how much money HFS should be
receiving as program income from these loan payments.

There are no written policies and procedures to provide guidance to staff administering this
program.

Collection activity isirregular and inconsistent. With other job duties taking priority, the person
responsible for this area has not been able to contact delinquent clients regularly.

HFS has not consistently applied loan terms and some loans were processed with much longer
periods of affordability than others, even though the circumstances were similar.

Kentucky Housing Corporation services a group of loans for HFS. The contract with Kentucky
Housing Corporation has expired and has not been renewed. The loans serviced by Kentucky
Housing Corporation are not being monitored for period of affordability requirements.

There was a loan outstanding for a HOME loan assumed by the Executive Administrator of the
HOME grant’s father and the Assistant Director of Housing's father for approximately $60,000
that was not being collected or monitored.

Program Income for these grants could be adversely affected if collection activity is not undertaken. HFS
should have an accurate accounting of all repayable investor loans and should provide for regular
monitoring of these loans and regular collection activity for delinquent loans. Management should be
knowledgeable about this area and provide strong supervisory oversight.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-HOME/CDBG/L EAD10-18: The Department of Housing and Family Services Lacks
Oversight And Accountability For The Investor Loan Database (Continued)

Recommendation

We recommend that HFS implement the corrective action plan submitted by management in
response to an Internal Audit Report dated October 2007. These actionsinclude:

. Secure the current database

. Determine sufficiency of current database

. Consistent collection activities for delinguent loans
. Determine the status of all investor loans

In addition, we recommend that HFS devote adequate staff to complete these tasks and ongoing
tasks in this area. Management should provide supervisory review of activities and technica
support for staff.

M anagement’s Response and Corrective Action Plan

HFS places great importance in securing appropriate oversight and accountability for the
Investor Loan Database. Recommendations from the 2007 Internal Audit report are being
addressed as Metro attempts to implement new |oan software (Oracle Loans).

There is only one loan database for tracking and monitoring HUD loans. Metro has reviewed
options for loan collections (including KHC) for Housing and other Metro agencies. Oracle
loans was purchased in FY 08 and Metro is working to implement this loan software. Written
policies and procedures for guidance on administering this program will be developed and
collection activity over delinquent loans will be reviewed.
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FINDING 08-HOME11-19: The Department Of Housing And Family Services Lacks Ethical
GuidelinesWhich Resulted In Conflicts Of Interest

Federal Program: CFDA #14.239 - HOME Investment Partnership Program
Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area: All

Pass-Through: Not Applicable

Questioned Costs. $0

The Executive Administrator of the HOME program within the Department of Housing and Family
Services (HFS) has a conflict of interest. The Executive Administrator’s father had assumed and was
responsible for a HOME loan under this program. While the balance of the loan has been paid, the
property must still follow guidelines established by the grant and the property would be subject to
monitoring during the period the requirements are to be met.

The Executive Administrator did not disclose to management or to the United States Department of
Housing and Urban Development (HUD) the fact that his father had assumed a HOME loan that was
under his direct supervision. When management has direct supervison over an area where a family
member could benefit, this creates a situation where materia error, fraud or noncompliance could occur
and not be detected.

Management should endeavor to prevent a situation where a HFS employee is in direct supervision over
an area where a family member could benefit. HUD regulations prohibit conflicts of interest in CFR
92.356 - No persons...who exercise or have exercised any functions or responsibilities with respect to
activities assisted with HOME funds or who are in a position to participate in a decision-making process
or gain inside information with regard to these activities, may obtain a financial interest or benefit froma
HOME-assisted activity.

In August 2008, the Office of Internal Audit for the Louisville Metro Government issued a report based
on an audit they performed on Louisville Metro’s ethics program. The report concluded that Louisville
Metro’s ethics program does not meet all of the requirements of an effective ethics program. Some of the
areas of concern are that Louisville Metro does not have a comprehensive ethics program, they do not
have a high-level person designated as the Ethics Officer, ethics training is not a requirement for
employees, and there is not a centralized tool for employees to utilize to report unethica behavior.
Human Resources has issued corrective action plans in response to this audit, which will require
cooperation from each Department within Louisville Metro Government.

Recommendation

We recommend the new management team, as proposed in this audit, adopt a policy to ensure
that conflicts of interest are prevented from occurring. We also recommend HFS work in
conjunction with Human Resources to put an effective ethics plan in place.
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FINDING 08-HOME11-19: The Department Of Housing And Family Services Lacks Ethical
GuidelinesWhich Resulted In Conflicts Of Interest (Continued)

M anagement’s Response and Corrective Action Plan

HFS does not lack ethical guidelines. Adopting policies regarding ethics will not always prevent
conflicts of interest from occurring. Palicies regarding conflicts of interest are there to guide a
person when a conflict of interest arises. HFS employees have such guidance under a number of
existing policies.

Metro’'s Ethics Ordinance (Attachment C; sections 21.01 through 21.09) provides conflict of
interest guidelines and financial reporting requirements that apply to Metro Officers. Any Metro
employee may request an advisory opinion from the Ethics Commission.

The Louisville Metro Personnel Policies Conflict of Interest provision applies to all Metro
employees (See Attachment D; Personnel Policies, section 1.7 Conflicts of Interest). If an
employee has a question about whether an activity is governed by the Personnel Policies
Conflict of Interest provision, the employee may contact Human Resour ces for guidance.

HFS employees are also guided by the conflict of interest provisions of the numerous federal and
state grants administered by HFS. As a part of the new Compliance Unit, employees may contact
the compliance officer to assist them in determining whether a particular activity would present a
conflict of interest as found under the Ethics Code, the Personnel Policies or the specific grant
requirements. If such conflict exists, then the employee may, where allowable (see below),
request the appropriate waiver of the conflict.

Federal laws and policies allow for the waiver of a conflict when the facts justify it. In the
particular case cited in this finding, the HFS employee was unawar e when he was hired in March
of 2008 that his father had purchased an investment property which included the assumption of a
HOME loan some seven years earlier. He first learned of his father's loan shortly before it
became public knowledge. A request for a waiver of the conflict was made to HUD and granted
(see letter included as Attachment E).

Recently all HFS employees received the attached Conflict of Interest Procedures (Attachment F)
to refresh their understanding of the responsibilities of public employees to avoid both a conflict
of interest as well as the appearance of a conflict of interest. Each division of HFSwill address
the appropriate way to document employee/applicant relationships, which may present a conflict
of interest. Conflict of interest procedures will then be followed in any case of a conflict of
interest, or the appearance of a conflict of interest under the Ethics Ordinance, the Personnel
Policies or the applicable grant guidelines.

Auditor’s Reply

Although Metro has several ethics guidelines in place, in order to be effective, al Metro
employees must be aware of, and adequately trained on those guidelines.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-HOME12-20: The Department Of Housing And Family Services Lacks Internal
Controls Over Administration Of The Tenant Based Rental Assistance Program

Federal Program: CFDA #14.239 - HOME Investment Partnership Program
Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area: Specid Tests and Provisions

Pass-Through: Not Applicable

Questioned Costs. $0

There were two Tenant Based Rental Assistance (TBRA) cases processed where a conflict of interest
existed. One was a case for a Department of Housing and Family Services (HFS) employee’s brother.
The case was processed without the HFS Supervisor being notified. The HFS employee worked on her
brother’s case, evidenced by her signature in hisfile. The other instance was a case where the owner of a
referral agency also owned the apartment building where TBRA clients were advised to live. This
apartment building also housed dozens of convicted sex offenders. The TBRA clients are persons who
are either homeless or on the verge of being homeless, often with small children. The owner of this
building benefited unduly by filling her empty apartments with TBRA clients, where rent is paid by the
Metro government with HOME grant funds.

Conflicts of interest are prohibited by federal regulations and are described in federal regulations as
someone who exercises any functions or responsibilities with respect to activities assisted with HOME
funds, or are in a position to participate in a decision-making process or gain inside information with
regard to these activities may obtain afinancia interest or benefit from a HOME-assisted activity, or have
an interest in any contract, subcontract or agreement with respect thereto, or the proceeds thereunder,
either for themselves or those with whom they have family or business ties, during their tenure or for one
year thereafter.

There were two cases processed where rent paid was more than fair market value for the area. Federa
regulations require that HFS consistently apply a maximum subsidy calculation for TBRA. HFS's palicy
is to not pay more than the fair market value of rentals in the area, unless significant improvements have
been made to the apartment to justify the increased amount. Although the fact that rent was above fair
market value was documented in the files, the HFS Supervisor did not notice this when reviewing the
files. In each case, there was nothing documented in the file to justify paying rent above fair market value
for the area. In one case, the apartment actualy failed the initial housing inspection due to improper
wiring, broken windows, dirt and mold. This apartment is in the building mentioned above where the
second conflict of interest is documented.
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FINDING 08-HOME12-20: The Department Of Housing And Family Services Lacks Internal
ControlsOver Administration Of The Tenant Based Rental Assistance Program (Continued)

Internal controls over TBRA grant administration are weak. There is insufficient staff to ensure that all
grant requirements are met. The HFS Supervisor must review each file for correctness and compl eteness
along with many other administrative duties for severa grants. HFS staff use an excel spreadsheet to
track case information and payments. Cases could be processed that do not meet eligibility requirements,
that have arent higher than fair market value, that provide a third party with undue benefit, or that have a
meaterial error or fraud.

Recommendation

We recommend the following:
* HFS devote sufficient staff to administration of the TBRA program to ensure that
services are provided in compliance with applicable federal regulations.
* HFSimplement a computerized tracking system for TBRA cases.
* HFSrequirereferral agencies and landlords to disclose all relationships to them.
* HFSimplement a policy and notify staff of the steps to follow when a family member of
an HFS employee wants to apply for services.

M anagement’s Response and Corrective Action Plan

Internal control over the administration of the Tenant Based Rental Assistance (“ TBRA') does
exist. Control processes are outlined in Attachment G related to this program.

There were two examples of conflict of interest mentioned in the comment. In the first example, it
is important to note that the employee who processed her brother’s case appropriately turned the
file over to her supervisor for approval (see attached form as Attachment H). In the second
example, the referral agency owner also owned an apartment building where TBRA clients were
advised to live. This agency is no longer being used by Metro Government for this or any other
assistance program.

HFS has taken several steps toward the continued improvement of internal controls over the
TBRA program. In December 2008, two employees were transferred to the TBRA team to assist
in processing additional clients. To increase accountability, the TBRA payments are being
entered into the CARE data system which allows for computerized tracking of TBRA cases. In
addition, landlords and referral agencies are required to disclose relationships with Metro
employees and/or to sign specific conflict of interest statements depending upon the program
guidelines.

HFS does have a policy in place for staff to take steps to follow when a family member of an HFS
employee wants to apply for services (see Attachment F, conflict of interest procedures and
response to FINDING 08-HOME-11[-19]).
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FINDING 08-HOME12-20: The Department Of Housing And Family Services Lacks Internal
ControlsOver Administration Of The Tenant Based Rental Assistance Program (Continued)

Auditor’s Reply

Although written control procedures exist for Tenant Based Rental Assistance, they were not
followed during fiscal year 2008, as noted in the finding.

The conflict of interest example where the employee processed her brother's case violates
Louisville Metro Government’s Conflict of Interest policy 1.7(9) which states “No one shall act
as officer or agent for the Louisville Metro Government or any agency of the Louisville Metro
Government in the transaction of any business with one’s self or any family member...” thus, this
employee should not have worked on her brother’s case at all.

In addition, in an interview with the supervisor of this employee, the supervisor told the auditor
that she was not made aware of the relationship between the employee and applicant until after
the case was processed.
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FINDING 08-HOME13-21: The Department Of Housing And Family Services Lacks Internal
Controls Over The Home Repair Program

Federal Program: CFDA #14.239 - HOME Investment Partnership Program
Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area: Eligibility

Pass-Through: Not Applicable

Questioned Costs: $11,000

The Home Repair Program is a federally funded program used to fund emergency home repairs and
neighborhood revitalization. This program has insufficient supervisory oversight and review. The
following were noted in review of Home Repair files:

* Winning bids and in-house estimates are very close, while other bids are much higher.

*  When the winning bid is low and is close to in-house estimate, change orders increase the final
cost of the project to nearly the same amount as the other bidders.

* Rehab Specialist creates invoices for contractors from information called in over the phone, and
then approves those invoices for payment.

* A shed was built for ahomeowner costing $11,000. Thisis not an alowable use of HOME funds
and seems an excessive amount to pay for the structure. The in-house estimate for demolition
and construction of the structure was $6,500.

* Only eight contractors were used from a list of 42 on the Approved Contractors List. With a
backlog of 400 homes waiting for repairs, thisis not efficient administration of the Home Repair
program.

* Some of the contractors subsequently subcontract to other contractors that are used regularly.

* Onefile contained a note that management had refused to sign. The case was processed anyway
and work completed.

During fiscal year 2008, management did not fill the Program Manager position over the Home Repair
Program, leaving the Rehab Specialist to make all decisions on these cases. The Executive Administrator
for HOME told the auditor he did not know much about the grant requirements and relied on the Rehab
Specialist to make informed decisions regarding projects.

Thereis a significant risk that fraud or material noncompliance could occur in the Home Repair Program
due to lack of segregation of duties and lack of knowledgeable management oversight. The Department
of Housing and Family Services (HFS) should ensure proper segregation of duties and oversight by
knowledgeable management in each program. In programs involving contractors, federal audit guidelines
require auditors to ensure management has controls in place to prevent risks arising from conflicts-of -
interest, e.g., kickbacks, related party transactions, bribery.



Page 60
LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
DEPARTMENT OF HOUSING AND FAMILY SERVICES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Fiscal Year Ended June 30, 2008

C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-HOME13-21: The Department Of Housing And Family Services Lacks Internal
Controls Over The Home Repair Program (Continued)

Recommendation

We recommend that HFS implement strong management oversight in the Home Repair Program,
including reinstatement of a Program Manager. The HOME Executive Administrator should be
provided additional training so that proper supervision takes place.

M anagement’s Response and Corr ective Action Plan

Internal controls are in place for the Home Repair Program. Upon further review of the issues
raised in this comment, management found no evidence that fraud or material honcompliance
occurred due to lack of segregation of duties or lack of knowledge.

The assistant division director (formerly titled the executive administrator for HOME) was and is
familiar with HOME grant requirements, although the finding indicates otherwise. The assistant
division director did not have an extensive background in residential rehabilitation and relied
heavily on the rehab advisors for their expertise in rehab.

In November, a rehab supervisor was hired who has over 30 years experience in residential
rehab. However, even though during a portion of FY 08 no rehab supervisor was in place, the
Home Repair Program was not without internal controls. Sealed bids are required for all rehab
jobs which were opened publicly, and the approval of such bids and change orders were never in
the hands of only one person.

The following outlines responses to the particular items noted in the auditor’ s review of the Home
Repair Files:

In-house cost estimates are prepared by rehab advisors using the Home-Tech Information
Systems, Inc., a residential cost estimation manual. If contractors prepare their bids using the
same cost resource information, it is probable that their bids would approximate in-house bids.
The Housing division has instituted a policy whereby the rehab supervisor reviews bids which are
more than 25% higher or lower than in-house estimates. The following procedures will be
incorporated into our current guidelines:

All change orders must have the cost compared to an in-house cost estimate.

No change order will be approved for items not considered essential.

All change orders must be approved and signed by the homeowner, rehab advisor, rehab
supervisor, and assistant division director.
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FINDING 08-HOME13-21: The Department Of Housing And Family Services Lacks Internal
Controls Over The Home Repair Program (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Based on our review, a Metro employee did not create and approve invoices for contractors from
information called in over the phone. Pay requests are signed by the owner, contractor, rehab
advisor, and rehab supervisor, with all payments approved by the assistant division director.

The storage shed paid for as a part of an overall repair job and was not €igible for HOME
funds, although it may be eligible for reimbursement by other funds. HFS is reviewing the
appropriate adjustment of these expenditures. The cost of the repair to the shed was
competitively bid and the job was awarded to the lowest overall bidder.

The reason thereisa waiting list for repairsis not a result of only using eight contractors. Of the
40 contractors currently on the approved contractors list, only 11 are general contractors and
the other 29 deal with specialties (plumbing, electric, HVAC, or lead paint). Eight of the 11 were
involved in the Home Repair Program during the audit period.

Auditor’s Reply:

The fact that the executive administrator of the HOME grant did not have “an extensive
background in residential rehabilitation and relied heavily on the rehab advisors’ is the cause for
concern and the primary reason for the finding in this program. Lack of adequate segregation of
duties and knowledgeable management oversight coupled with the high inherent risk in this type
of program creates a significant deficiency in interna controls.

During interviews and while reviewing home rehab files, auditors noted:

1) Change of Work Order forms approved by the rehab advisor without any evidence of further
review or approval by management.

2) A rehab advisor told the auditor that he created invoices for contractors from information
called in over the phone using a template on his computer. He said that he did this because
contractors were often too busy or did not have office staff available to prepare invoices.
Auditors also obtained from the rehab files, copies of invoices for different contractors that
were made using the same template.

3) Four of the eight contractors used during fiscal year 2008 dea with “speciaties’ (HVAC,
insulation, electrical) and are not just general contractors. Therefore, some of the others on
the Approved Contractor List could be specialists who also act as genera contractors.

We strongly encourage HFS to review this program again and implement strong internal controls
to ensure that federal monies are expended appropriately. We also urge HFS to develop and
implement a corrective action plan for this program as required by OMB Circular A-133.
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FINDING 08-HOME/CDBG14-22: Department Of Housing And Family Services Did Not Identify
An IDIS Administrator And Did Not Provide Training To IDIS Team Members

Federal Program: CFDA #14.239 - HOME Investment Partnership Program
CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Cash Management
Pass-Through: Not Applicable
Questioned Costs. $0

The Integrated Disbursement and Information System (IDIS) is the draw down and reporting system for
the four Community Planning and Development formula grant programs, CDBG, HOME, ESG, and
HOPWA, within the United States Department of Housing and Urban Development (HUD). The system
allows grantees to request their grant funding from HUD and report on accomplishments.

The Department of Housing and Family Services management has not identified an IDIS administrator
and has not properly trained staff who work in IDIS as an essential part of their grant administration
duties. IDIS team members cannot perform all job duties necessary to properly administer these grants,
management cannot review transactions in the IDIS system, and the IDIS team has limited knowledge of
the functions available in the system due to lack of proper training. During fiscal year 2008, HUD
provided free IDIS training in the Louisville area. IDIS team members were not allowed by HFS
management to attend. The ability to use the IDIS system as part of grant administration dutiesis critical.

Recommendation

We recommend HFS identify an IDIS administrator who can provide access to user 1Ds to the
IDIS team, answer questions, troubleshoot problems and provide training to other staff.
Management should communicate this information to all staff that use IDIS for grant
administration. HFS should also provide training to IDIS team members so grants can be
administered properly and efficiently.

M anagement’s Response and Corr ective Action Plan

Effective July 1, 2007, Finance became responsible for creating and approving HUD draws in
the IDIS system, and Finance staff did attend IDIS training provided by HUD during FY 08.
Finance grants management staff were granted access to create and approve draws in the IDIS
system during this transition in FY 08. HFS remained responsible for all other HUD program
responsibilities managed with the IDIS system, but as a result of this transition, there were some
organizational issuesthat HFSwas addressing during FY 08.

In an effort to centralize IDIS responsibilities, the compliance unit manages program set-up and
close-out (in coordination with the business office to ensure that programs are set up in IDIS to
parallel LeAP), performance measurement updates, reporting, and reconciliation of IDIS to
LeAP.
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FINDING 08-HOME/CDBG14-22: Department Of Housing And Family Services Did Not Identify
An IDISAdministrator And Did Not Provide Training To IDIS Team Member s (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Appropriate IDIS access has been granted to members of the compliance unit, as well as “ read-
only” access for a number of additional HFS staff. Thiswill aid in program management while
others within the department will be able to view financial and performance measurement data.
There are no members of the HFS department that have access to create or approve draws, since
that processis now being managed by Finance.

HUD is providing consultants to assist HFSin insuring that the flow of information to and from
the IDIS system and program staff occurs. The consistent inclusion of Finance will assist in the
development of a procedural guide for HFS staff on how to manage IDIS set-up, draw-downs,
data entry and reconciliation.
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FINDING 08-HOME/CDBG16-23: The Government’s Accounting System (LEAP) Does Not
Reconcile To The Federal IDIS System

Federal Program: CFDA #14.239 - HOME Investment Partnership Program
CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Cash Management
Pass-Through: Not Applicable
Questioned Costs. $0

The Louisville Metro Government’s financial management system did not reconcile to grant balances
reported in the federal IDIS system. Thisis arepeat finding and has been documented both in prior year
audit reports and the United States Department of Housing and Urban Development (HUD) monitoring
reports stating the problem dates back to merger.

In the past, the Department of Housing and Family Services (HFS) processed drawdowns and did not
reconcile the amounts drawn down to LeAP. Finance began processing drawdowns for HFS during fiscal
year 2008, but HFS then processes numerous journa vouchers moving expenditures between accounts,
grants and funds. (See FINDING 08-HFS01-01) Finance provided a reconciliation of the two systems
for fiscal year 2008, but not for 2007 back to merger. There is currently ateam in place working on this
reconciliation. However, because the systems are not reconciled, HFS cannot assure HUD that HOME
and CDBG grant funds have been properly accounted for. Material errors, fraud or non-compliance could
occur and not be prevented or detected.

Office of Management and Budget (OMB) regulations at 2 Code of Federal Regulations (CFR) 225, Cost
Principles for State, Local, and Indian Tribal Governments (formerly OMB Circular A-87) provide that
governmental units are responsible for the efficient and effective administration of Federal awards
through the application of sound management practices.

Recommendation

We recommend HFS continue to address getting the prior year reconciliations in order. HFS and
Finance should work together going forward to make sure the two systems stay reconciled at al
times for accurate financial reporting.

M anagement’s Response and Corr ective Action Plan

Metro has made significant improvement on the reconciliation of HUD’s IDIS system to Metro’s
financial system since the beginning of FY 08, and continues to place importance on the
completion of reconciling past years' information (see also response information included within
FINDING 08-HFS-03[-03]).
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FINDING 08-HOME/CDBG16-23: The Government’s Accounting System (LEAP) Does Not
Reconcile To The Federal IDIS System (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Finance is now responsible for processing reimbursement requests through HUD' s IDIS system.
Finance submits an expenditure verification report to HFS twice a month to ensure that all
expenditures getting reimbursement are appropriate and correct. Finance maintains open lines
of communication with HFS to ensure that all reimbursement requests are applied against the
appropriate programs established in IDIS.

Sarting in FY 09, Finance performs a monthly reconciliation of all HUD expenditures, draws,
and program income in addition to an annual reconciliation. These reconciliations will help
keep both the IDISand LeAP systems reconciled going forward.

HFS has met with HUD regarding this issue and has begun work on reconciling LeAP and IDIS
for fiscal years 2004, 2005, 2006, and 2007. Four temporary HFS employees were hired in the
fall of 2008 to begin the process of matching IDIS voucher transactions with LeAP expenditures.
This first step in the overall reconciliation process was completed prior to December 31, 2008.
HFSwill continue to move forward with the reconciliation through FY 09 until it is complete for
all years since merger.
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FINDING 08-HOME/CDBG17-24: The Department Of Housing And Family Services Did Not

Ensure That The Responsibility For Checking Suspension And Debarment Is Assigned To Someone
Knowledgeable Of Grant Requirements

Federal Programs. CFDA #14.239 - HOME Investment Partnership Program
CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Procurement Suspension and Debarment
Pass-Through: Not Applicable
Questioned Costs: $0

The Department of Housing and Family Services (HFS) has an “Approved Contractor List” available for
homeowners to choose from in order to complete their HOME projects. HFS does have a procedure in
place to verify that contractors on the “Approved Contractor List” have not been suspended or debarred.
However, homeowners are not obligated to choose a contractor off the “Approved Contractor List.”
When a homeowner selects a contractor that is not on the list, HFS does not have a procedure in place to
ensure that the contractor has not been suspended or debarred.

The Executive Administrator for HOME told auditors that a staff person was responsible for this, but
when questioned by auditors, that staff person did not know this. Because there are no comprehensive
policies and procedures in use by staff, no one in HFS could identify who is responsible for this activity.

Management has not made it a priority to ensure that al grant requirements are met. HFS could
potentially do business with a contractor that has been suspended or debarred, causing noncompliance
with HOME and CDBG grant requirements. According to OMB Circular A-133 Section | Suspension
and Debarment -

Non-Federal entities are prohibited from contracting with or making subawards under
covered transactions to parties that are suspended or debarred or whose principles are
suspended or debarred...When a non-federal entity entersinto a covered transaction with
an entity at a lower tier, the non-federal entity must verify that the entity is not suspended
or debarred or otherwise excluded.

Recommendation

We recommend that HFS create comprehensive policies and procedures to address all federal
grant requirements, including procedures and documentation requirements for checking
suspension and debarment of all contractors used.
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FINDING 08-HOME/CDBG17-24: The Department Of Housing And Family Services Did Not

Ensure That The Responsibility For Checking Suspension And Debarment IsAssigned To Someone
Knowledgeable Of Grant Requirements (Continued)

M anagement’s Response and Corr ective Action Plan

The Housing division of HFS maintains a list of contractors which have requested and received
clearance to be included on the Approved Contractors List. HFSs quality assurance and
control staff review a contractor's insurance, license, Revenue Commission number, appropriate
references, and other documentation to certify the contractor as approved in accordance with
Metro procurement policies and grant guidelines.

Homeowners are not required to use an approved contractor, and a homeowner may choose to
use a contractor that is not on the list. If this occurs, the credentials and references of that
selected contractor are reviewed by the quality assurance and control staff, the same as if the
contractor had applied to be included on the Approved Contractors List. If the selected
contractor does not meet the requirements to be an approved contractor, the homeowner may not
use that contractor. Policies and procedures exist for reviewing requirements for checking
suspension and debarment of all contractors used.

The employee responsible for this function knows the policies and procedures described above,
but there were simply no instances in the previous year where the procedures for an exception
were required to be followed.
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FINDING 08-HOME/CDBG18-25: The Department Of Housing And Family Services Did Not
Follow Cash Management Requirements For HOME And CDBG

Federal Programs. CFDA #14.239 - HOME Investment Partnership Program
CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Cash Management
Pass-Through: Not Applicable
Questioned Costs. $0

The Department of Housing and Family Services (HFS) is not properly following cash management
requirements for the HOME grant and CDBG grant. During testing, we found that after expenditures are
posted and funds are drawn down from the federa tracking system, IDIS, the expenditures are then
moved into different expenditure accounts by journa voucher. This creates a revenue balance in the
origina accounts.

Because HOME and CDBG are reimbursement grants, the accumulation of revenue without expenditures
is not alowed. If an eror causes this situation to happen on a rare occasion, the funds should
immediately be returned to the federal government. Grant requirements dictate that funds be returned to
the federal government if not spent within fifteen days. At HFS, because of the frequent and abusive use
of journal vouchers, grant funds are often used to create revenues. HFS management’s lack of emphasis
on ensuring grant requirements are followed and the excessive use of journal vouchers created the
condition that alows this non-compliance with grant requirements. When expenditures are moved to
another account after expenditures have been posted to a grant and the funds drawn down, this provides
opportunity for unallowable expenses to be charged to federal grants.

The volume of journal vouchers, including those related to payroll (See FINDINGS 08-HFS01-01 and 08-
HFS04-04), used to move expenditures from one account to another makes it difficult to determine which
expenses are ultimately charged to which grants. This situation could allow a materia error or fraud or
non-compliance to occur and not be detected by HFS management. The volume of journal vouchers that
did not have sufficient supporting documentation limited the scope of audit work that could be performed.

Recommendation

We recommend that HFS management learn the grant requirements related to HOME and CDBG
grants and that they ensure that staff follow the requirements when posting expenditures and
using journal vouchers. We further recommend that the use of journa vouchers be kept to a
minimum and that strong oversight by the Department of Finance for HFS journal vouchers be
instituted.
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FINDING 08-HOME/CDBG18-25: The Department Of Housing And Family Services Did Not
Follow Cash Management Requirements For HOME And CDBG (Continued)

M anagement’s Response and Corr ective Action Plan

HFS and Finance are aware of the cash management requirements for HOME and CDBG
reimbursement grants. Typically, reimbursement grants should not accumulate revenue in excess
of expenditures; however, there have been cases where this has occurred. This is normally the
result of an expenditure that was inadvertently posted to an incorrect program account in the
financial system, and it is not discovered until after a draw has been made that a correction is
needed.

Grant requirements dictate that funds be returned to the federal government if not spent within 15
days. Usually additional allowable expenditures have already been reported under that same
program within the 15 days. These expenditures are then covered by the accumulated revenue
and not requested in IDIS as an additional draw.

It is also important to note that most movement of expenditures is between different programs set
up under the same award. For example, an expenditure recorded under a particular CDBG
program is moved to be accurately reflected within another CDBG program. Even though a
draw may have been made under an incorrect CDBG program, this action ill results in CDBG
funds covering the same expenditure. Expenditure movement is not necessarily indicative of
unallowable expenditures charged to federal grants. Please see responses under FINDINGS 08-
HFS01[-01] and FINDINGS 08-HFS-04[-04] for information regarding the movement of payroll
expenditures.

Both Finance and HFS consider the accurate and appropriate recording of grant expenditures a
high priority. As a way of keeping such movement of expenditures to a minimum, policies and
procedures have been implemented during FY 08 to allow review of expenditures before a
reimbursement request is completed. Finance creates and submits to the HFS business office an
expenditure verification report of all grant expenditures for a given period. The business office
then reviews the expenditure verification report and approves the expenditures for drawdown.

Journal vouchers are used Metro-wide to record financial activity to the general ledger. Finance
has policies and procedures for the processing of those entries, which includes a review process
by the department and the appropriate accounting staff. In addition, all journal entries affecting
grant accounts are also reviewed by the Finance grant representative to provide assurance as to
the accuracy of the entry.
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FINDING 08-HOME/CDBG19-26: The Department Of Housing And Family Services Did Not
Perform Sufficient Subrecipient Monitoring Of HOME And CDBG Grant Programs

Federal Programs. CFDA #14.239 - HOME Investment Partnership Program
CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Subrecipient Monitoring
Pass-Through: Not Applicable
Questioned Costs. $0

Of the three HOME grant subrecipients reported on the Schedule of Expenditures of Federal Awards
(SEFA), none of the three HOME subrecipients were monitored during fiscal year 2008. Those
expenditures totaled $207,254. Auditors cannot be sure how many CDBG subrecipients should have
been monitored, but of the six reported on the SEFA, only two were monitored during fiscal year 2008.
Payments to the four subrecipients not monitored totaled $162,376.

The Department of Housing and Family Services (HFS) could not ensure that auditors were provided with
acomplete list of subrecipients for these grants. Management did not provide staff or adequate resources
to ensure that monitoring was completed for subrecipients. Staff did not know the criteriafor determining
a subrecipient and did not apply it consistently. By not monitoring subrecipients, HFS cannot ensure that
grant funds are being spent in accordance with grant requirements or contract provisions. For CDBG, the
list of subrecipients provided by HFS staff did not agree to the list of subrecipients on the Schedule of
Expenditures of Federal Awards (SEFA). For HOME, auditors discovered a subrecipient missing from
the SEFA.

OMB Circular A-133 requires that the participating jurisdiction (Metro) conduct such reviews and audits
of its recipients as may be necessary or appropriate to determine whether the recipient has committed and
expended funds and has met grant requirements particularly as they relate to eligible activities, income
targeting, affordability, and matching contribution requirements.

Recommendation

We recommend that HFS develop and implement a monitoring plan to ensure that subrecipients
are monitored according to grant requirements. We further recommend that HFS devote adequate
staff and resources to this task and provide staff with training to improve their understanding of
grant requirements. We aso recommend HUD review the payments to the subrecipients not
monitored for possible questioned costs.
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FINDING 08-HOME/CDBG19-26: The Department Of Housing And Family Services Did Not
Perform Sufficient Subrecipient Monitoring Of HOME And CDBG Grant Programs (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Metro places great importance on sub-recipient monitoring. HFS will continue to monitor sub-
recipients every year in accordance with grant and audit guidelines. Policies and proceduresare
in place to dictate the monitoring conducted by HFS, although reorganizational changes and
staffing adjustments were made during the last year, a specific unit is now designated to continue
to ensure compliance.

Under the leadership of the interim HFS director, a monitoring plan has been established and
additional resources have been allocated to the process of regularly monitoring sub-recipientsin
FY 09. The monitoring of sub-recipients is now centralized under the compliance unit. The
monitoring team within this unit currently consists of one supervisor and two staff members, with
plans to add an additional staff member in the near future. The supervisor of this unit has
completed the HUD monitoring training for both CDBG and HOME. Additionally, HUD
training is available throughout the year for the staff, and they will attend appropriate sessions
as they are offered. This unit was not in place during FY 08 due to personnel constraints and
turnover, but will continue to be a priority for the HFS Department in the future.

The schedule of monitoring activity for 2009 has been reviewed and provided to HUD and is
included as Attachment | to this response, and as a result of this plan sub-recipients will be
appropriately monitored in FY 09. HFS consulted with HUD on the compilation of this schedule
to ensure that the planned monitoring activity was appropriate and sufficient to meet grant
requirements. HFSwill begin providing a quarterly update on these to HUD.

HFS has thorough policies and procedures in place for the monitoring and management of sub-
recipients. HFS will continue to review and comply with those policies and complete regular
monitoring reviews over sub-recipient grantees. HFS will cooperate with HUD' s review of sub-
recipient payments that were not monitored in previous years.
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FINDING 08-HOME/CDBG20-27: The Department Of Housing And Family Services Did Not
Properly Administer HOME And CDBG Grant Programs

Federal Programs. CFDA #14.239 - HOME Investment Partnership Program
CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Period of Availability
Pass-Through: Not Applicable
Questioned Costs. $0

The Department of Housing and Family Services (HFS) was notified on December 4, 2007, that it wasin
danger of missing a commitment deadline for HOME funds. Also, HFS must meet certain ratios keeping
the amount of money awarded versus the amount spent at a certain level. A Timeliness Report from IDIS
for CDBG indicated that HFS was not expending and drawing down CDBG funds timely. While the
commitment deadline and ratio requirement were ultimately met, HFS should improve program
administration to ensure future commitment deadlines and timeliness ratios are being monitored and
completed in accordance with grant requirements.

During fiscal year 2008, HFS management reduced staff, changed staff’s job duties numerous times,
redecorated offices and changed locations. With focus on these changes, rather than on improving and
providing affordable housing for citizens, HFS programs were not administered efficiently and
effectively. HFS could lose federal fundsif commitment deadlines are missed.

The HOME Program statute provides that HOME funds are available to participating jurisdictions for
commitment to affordable housing for a period of twenty-four months after the last day of the month in
which HUD notifies the participating jurisdiction of HUD’s execution of the HOME Investment
Partnerships Grant Agreement. If not committed within the 24-month period, the funds will no longer be
available.

Recommendation

We recommend that HFS improve administration of HOME Investment Partnership programs to
ensure that grant funds are committed and spent within the period of availability. We aso
recommend that HFS ensure that someone is monitoring commitment deadlines for HOME funds
and timeliness deadlines for CDBG funds.

M anagement’s Response and Corrective Action Plan

HFS did not miss commitment deadlines or ratio requirements for HOME or CDBG funds during
FY 08, and has been compliant with commitment deadlines and ratio requirements in FY 09.
During calendar year 2007, Metro Government implemented multiple reorganizational changes
for continued efficiencies and improvements. HFS was a part of this reorganization, and any
restructuring involves transition of staff and physical moves when you merge a number of
departments into one. HFS works very closely with the local HUD office to ensure that these
obligations are met and managed appropriately.
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FINDING 08-HOME/CDBG20-27: The Department Of Housing And Family Services Did Not
Properly Administer HOME And CDBG Grant Programs (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Under the provisions of 24 CFR 570.902 of the CDBG regulations, a grantee is considered to be
timdly, 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 the annual grant guidelines, and HUD reviews this ratio to ensure
compliance by the grantee. The CDBG Timeliness report is a tool that is reviewed by HFS to
measure compliance of this requirement. The report is not necessarily indicative that draws are
not being performed timely, but assists the department in monitoring the timing of spending down
granted funds in a timely manner.

HFS has made great improvements in the administration of HOME Investment Partnership
Programs. Under the Housing division, management tracks the rate of expenditures for all
homeowner services, and the rate of expenditures for the Neighborhood Stabilization Program
(“NSP"), Community Housing Development Organization (* CHDO”) and Rental Development
Programs. In addition, a periodic review of the rate of expenditures and unit goals will be
conducted during the program year by management. As a result, program outreach will be
increased, application acceptance decreased, or program requirements revised to help match the
flow of approved requests.

HFS management will ensure that commitment deadlines for Home funds and timeliness
deadlines for CDBG funds are met.
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FINDING 08-HOME/CDBG?21-28: The Department Of Housing And Family Services Did Not
Ensure That The Required Annual Performance Reports For HOME And CDBG Were Supported
By The Government’s Accounting System (LeAP), Completed By Knowledgeable Staff, Reviewed
By Knowledgeable Management, And Submitted Timely

Federal Programs. CFDA #14.239 - HOME Investment Partnership Program
CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area: Reporting
Pass-Through: Not Applicable
Questioned Costs: $0

The HOME Program Annual Performance Report was not supported by Metro Government’ s accounting
system (LeAP). There was $3,362,254.37 of program income reported as balance on hand at the end of
the reporting period. Finance has no record of this balance in the accounting system, therefore, the
Annual Performance Report is incorrect. The report also was not submitted timely. Instructions on the
form direct recipients to submit the form on or before December 31, 2007. The date recorded on the form
as the date submitted was March 31, 2008.

For the HOME Annua Performance Report, the responsibility to prepare this report was moved from a
knowledgeable person who had completed the report for several years to someone who didn’t know how
to prepare the report. Training was not provided to help this person understand how to correctly prepare
the report. The amounts in the report cannot be traced to LeAP.

The CDBG Annua Performance Report was not completed. The Executive Administrator for CDBG did
not know any information about the report when questioned by auditors. There were no written policies
and procedures to direct staff to prepare reports.

According to OMB Circular A-133, recipients shall submit performance reports at least annually.
Performance reports generally contain information related to accomplishments of goals and objectives
and other pertinent information about project costs. These reports should be supported by the entity’s
financial system and be prepared by persons knowledgeable of grant requirements.

Recommendation

We recommend that HFS endeavor to report activity as reflected in LeAP and keep supporting
documentation with the report. I staff are unsure how to fill out the report, HFS should request
training from HUD. A supervisor knowledgeable of HOME and CDBG reporting requirements
should review the reports upon completion to ensure accuracy and ensure timely submission to
HUD.
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FINDING 08-HOME/CDBG21-28: The Department Of Housing And Family Services Did Not
Ensure That The Required Annual Performance Reports For HOME And CDBG Were Supported
By The Government’s Accounting System (LeAP), Completed By Knowledgeable Staff, Reviewed
By Knowledgeable Management, And Submitted Timely (Continued)

M anagement’s Response and Corrective Action Plan

HFS places great importance in the accurate and timely submission of all federal reporting.
Issues have been raised in this finding regarding the HOME Annual Performance Report
(“ APR"), a program income balance reported on the HOME APR, and the CDBG APR.

To clarify, HFS submits the Comprehensive Annual Performance and Evaluation Report
(“ CAPER’) to HUD by March 31% of each year. The CAPER includes the CDBG annual
performance information. Thereis no separate APR report due to HUD for the CDBG program.
This is why the executive administrator over CDBG did not recognize a CDBG APR when
guestioned by the auditors.

Additionally, a program income balance was reported on the HOME APR. Due to re-structuring
and organizational issues throughout FY 08, the responsibility to submit the HOME APR fdl to
HFS staff that had not received adequate training in the compilation of the report. Thereis no
accumulated balance of program income in the general ledger. As required, program incomeis
spent before entitlement draws are reguested.

One of the responsibilities of the compliance unit will be the compilation and timely submission
of the HOME APR and the CAPER. The compilation process will include verification that the
financial information reported reconciles with LeAP, and that appropriate supporting
documentation is maintained with each report. The executive administrator over compliance
unit, along with the appropriate program managers, will review the HOME APR and the CAPER
for accuracy before submission to HUD.
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FINDING 2008-CDBG22-29: The Department Of Housing And Family Services Did Not M eet
Earmarking Requirements For CDBG

Federal Programs. CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Devel opment

Compliance Area. Matching, Level of Effort, Earmarking

Pass-Through: Not Applicable

Questioned Costs. $0

Earmarking is a requirement that specifies a limit amount or percentage of the program’s assistance that
must (minimum) or may be used (maximum) for specified activities. Examples of this include limits
imposed on the government on the amount of federa funds to be used to cover administrative expenses,
or a percentage requirement for total program funds provided to subrecipients. Earmarking may also be
specified in relation to the types of participants covered (e.g. alimit on how many participants a recipient
can assist).

The Department of Housing and Family Services (HFS) has budgeted 25% of the program’s assistance
for administration and planning in the 2008 Action Plan, which exceeds the 20% limit set by grant
guidelines. Further, HFS could not provide documentation from the government’s accounting system
(LeAP) that supports the earmarking data reported for 2007.

Thereisalso alack of internal controls over report preparation. Management does not review earmarking
reports, nor is there aformal policy that earmarking reports should be generated at a certain time. LeAP
reports to support the earmarking report were not retained. The lack of reconciliation between the federal
disbursement system (IDIS) and LeAP makes it difficult to determine the accuracy of datain IDIS. If
HFS follows the budgeted amount in the 2008 Action Plan, they will not be in compliance with CDBG
earmarking requirements. CDBG grant requirements limit planning and administrative costs charged to
grants to 20% of the grant funds and 20% of current year program income.

Recommendation

We recommend HFS assign knowledgeable staff to complete the Action Plan and earmarking
reports. Knowledgeable management should review the reports for accuracy, completeness and
compliance with federal grant requirements. Supporting documentation, such as reports from
LeAP should be maintained for review. A reconciliation for al program years between IDIS and
LeAP should be completed to ensure that data in IDIS is accurately reflective of expendituresin
LeAP.
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FINDING 2008-CDBG22-29: The Department Of Housing And Family Services Did Not M eet
Earmarking Requirements For CDBG (Continued)

M anagement’s Response and Corrective Action Plan

HF S recogni zes the importance of meeting the CDBG earmarking requirements. The compliance
unit is now responsible for preparing the Action Plan. The staff will provide oversight of this
activity, ensuring all grant expenditure requirements are met.

The Action Plan provides the basis for which the grant budgets are established in LeAP each
year; therefore, LeAP Budget reports will coincide with the Action Plan. The budgetary controls
within the LeAP system ensure that expenditures do not exceed the budgeted amount. This
provides appropriate control and oversight that expenditures are compliant with earmarking
requirements.

Although the 2008 Action Plan budgeted 25% for administration and planning, actual
expenditures for January 2008 through December 2008 were within the required 20%
earmarking limit. The 2009 Action Plan has been submitted with administrative and planning
expenditures appropriately budgeted at 20% of the total award.

As discussed in Finding 08-HOME/CDBG-16[-23], the reconciliation of IDIS and LeAP is
underway and is anticipated to be complete by the end of thisfiscal year.
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FINDING 08-CDBG23-30: The Department Of Housing And Family Services Expended Grant
Funds For Unallowable Costs

Federal Programs. CFDA #14.128 - Community Development Block Grant/Entitlement Grant
Federal Agency: U.S. Department of Housing and Urban Devel opment

Compliance Area: Activities Allowed or Unallowed and Allowable Costs/Costs Principals
Pass-Through: Not Applicable

Questioned Costs: $46,884

The primary objective of the Community Development Block Grant (CDBG) Entitlement Program is to
develop viable urban communities by providing decent housing, a suitable living environment, and
expanding economic opportunities, principaly for persons of low and moderate income. All activities
undertaken must meet one of three nationa objectives, i.e., benefit low-and moderate-income persons,
prevent or eliminate dums or blight, or meet community development needs having a particular urgency.

The following unallowabl e costs were found during testing of CDBG expenditures:

* An invoice to Young Adult Development in Action for $45,800 for work performed during
FY 2004-2005 and FY2005-2006. Per the HFS Business Office Manager, the payment was for
expensesincurred during FY 2004-2005 and FY 2005-2006 that HFS failed to pay timely.

* Invoice for training for the Executive Administrator of the HOME program was charged to
CDBG, $417.14.

* Invoice for Gatorade should not have been paid with CDBG funds, $383.36.

* Invoice for cleaning supplies should not have been paid with CDBG funds, $272.45.

* Invoicefor ToysRUs had alate fee that should not have been paid with CDBG funds, $11.13.

Auditors could not test payroll expenditures for allowability due to the numerous journal vouchers
processed and the lack of documentation to support the journal vouchers. (See FINDINGS 08-HFS01-01
and 08-HFS04-04). As payroll and related expenditures comprise 46% of tota CDBG grant
expenditures, this serioudy limits the scope of the audit work performed. Auditors can provide no
assurance that payroll expenditures charged to the CDBG grant are allowable.

For fiscal year 2008, management eliminated several key program manager positions. This left only staff
level positions responsible for processing expenditures and the executive administrator responsible for
review and authorization of costs. Lack of knowledgeable review and authorization of costs and lack of
comprehensive policies and procedures could allow expenditures charged to grants that are not allowable
Ccosts.

Staff should be provided with policies and procedures, grant agreements, and alist of allowable costs for
grants. Knowledgeable management should review and authorize costs.
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FINDING 08-CDBG23-30: The Department Of Housing And Family Services Expended Grant
Funds For Unallowable Costs (Continued)

Recommendation

We recommend HFS restore the Program Manager position over each program and that a
knowledgeable manager be responsible for review of costs to determine allowability and
compliance with grant requirements.

M anagement’s Response and Corrective Action Plan

HFS is committed to ensuring grant funds are expended only for allowable program costs.
Although some CDBG program manager positions were eliminated in FY 08, HFS has taken
steps to re-establish some of those positions to help ensure that knowledgeable employees are
involved in the review process and authorization of the costs associated with each program.
There are now program managers for the NSP, the CHDO program, the Rental Devel opment
Program, the Homeowner Repair Program, the Lead Paint Program, and the Weatherization
Program. The program managers and staff members of these programs have been provided
grant agreements and expenditure policies and procedures and have an understanding of costs
that are allowable under each program.

There were five specific examples of unallowable costs presented in the Finding. HFS has the
following updates for each:

Young Adult Development in Action for $45,800.00 — The contract was in place for this project,
but it appears that work began prior to full execution of this contract. This amount was €eligible,
and management is reviewing the appropriate treatment of this expenditure.

HOME executive administrator training was charged to CDBG for $417.14 — The HOME
executive administrator is also responsible for CDBG rehab programs, therefore, this
expenditure was charged under CDBG administration. HFS believes that this expenditure was
allowable under CDBG.

The miscellaneous expenses listed in this audit comment charged to CDBG were not eligible and
will be appropriately adjusted as needed.

Metro is aware that journal vouchers were processed to record payroll expenditures under the
CDBG program during FY 08. Please see the response to FINDING 08-HFS-01[-01] and
FINDING 08-HFS-04[-04] for additional information.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDSPROGRAM AUDIT
FINDING 08-LEAD24-31: The Department Of Housing And Family Services Has Not Ensured

Reconciliation Of Grant Expenditures To Grant Reimbursements - Leaving Approximately
$103,000 Of Expenditures Unreimbur sed

Federal Program: CFDA #14.900 - Lead-Based Paint Hazard Control in Privately-Owned Housing
Federal Agency: U.S. Department of Housing and Urban Development

Compliance Area: Cash Management

Pass-Through: Not Applicable

Questioned Costs: $0

The Department of Housing and Family Services (HFS) did not reconcile grant expenditures to grant
reimbursements for the Lead-Based Paint Hazard Control Grant. Based on available records, as of June
30, 2008, grant expenditures totaled $1,107,862, while reimbursements from HUD totaled $1,004,025,
leaving $103,837 of unreimbursed expenditures.

Some of the unreimbursed expenditures were for expenditures dating back to July 2007. Since HFS did
not submit drawdown requests in atimely manner, the number of expenditures that grant personnel had to
reconcile and submit for reimbursement was voluminous, and as of June 30, 2008, $103,837 in allowable
expenditures that should have been reimbursed went overlooked.

The Lead-Based Paint Hazard Control Grant is a reimbursement grant, which means HFS shall be
reimbursed by HUD for 100% of allowable costs incurred in the performance of this grant.

Recommendation

We recommend HFS reconcile all past expenditures to reimbursement requests and submit the
necessary drawdown requests for any remaining unreimbursed expenditures. Also, supervisory
review should be implemented to ensure that reconciliations are performed and drawdown
requests are submitted timely.

M anagement’s Response and Corr ective Action Plan

Since the beginning of FY 08, HFS and Finance have been coordinating efforts in order to
address the reconciliation and drawdown issues for the Lead program. As a result, Finance is
now responsible for completing draw requests for the Lead program. Finance prepares
expenditure verification reports and submits them to the Lead team for review and approval on a
monthly basis. Once expenditures are approved by the Lead team, Finance completes the draw.

As of June 30, 2008, there were expenditures in the Lead program that had not yet been
reimbursed. Both Finance and the Lead team were aware of this situation. A reimbursement
request was not submitted for these expenditures because the expenditures had not been reviewed
and were not approved for reimbursement. In this particular case, the expenditures in question
needed to be reviewed and reconciled before a reimbursement request could be submitted, they
were not overlooked. Finance and HFS personnel will have this reconciliation complete by the
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FINDING 08-LEAD24-31: The Department Of Housing And Family Services Has Not Ensured

Reconciliation Of Grant Expenditures To Grant Reimbursements - Leaving Approximately
$103,000 Of Expenditures Unreimbur sed (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

end of FY 09. Once the reconciliation is complete, a reimbursement request will be submitted for
all allowable expenditures that have not yet been drawn. It is important to note that HFS was
granted a one year extension on this program; therefore, reimbursement requests are allowable
for this program through October 31, 2009.

In addition to the progress made in reconciling the grant activity and processing reimbursements,
the HFS administrator over Lead will maintain a master database of all expenditures and draw
requests which will be reconciled to the database maintained by grant personnel on a weekly
basis.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDSPROGRAM AUDIT
FINDING 08-LEAD25-32: The Department Of Housing And Family Services Did Not Properly

Administer The Lead-Based Paint Hazard Control Grant - Which Put $1,000,000 Of Grant Funds
In Jeopar dy Of Being Forfeited Back To HUD

Federal Program: CFDA #14.900 - Lead-Based Paint Hazard Control in Privately-Owned Housing
Federal Agency: U.S. Department of Housing and Urban Development

Compliance Area: Period of Availability

Pass-Through: Not Applicable

Questioned Costs. $0

The Department of Housing and Family Services (HFS) did not properly administer the Lead-Based Paint
Hazard Control Grant. The period of availability for these grant funds ended October 31, 2008. As of
October 31, 2008, approximately $1,000,000 of the $2,667,659 in grant funds awarded remained unspent.
When HFS realized there were funds remaining to be spent, they requested, and were granted a one-year
extension to spend these funds.

Due to the lack of management decision-making, and time consuming work on larger projects, the
quarterly benchmarks for drawdowns and number of units to be completed within the grant period were
not met. If HFS does not properly administer the program within grant guidelines, the amount of funding
awarded could be forfeited if not used within the period of availability. Metro citizens could lose the
benefit of grant funds, and future federal funds may be reduced if HFS does not spend designated grant
funds within the grant period.

Proper administration of the program would alow for the grant funds to be spent within the period of
grant availability and allow more projects to be completed so that no funds would be in jeopardy of being
forfeited.

Recommendation

We recommend HFS properly administer the program to spend the federal funds awarded within
the period of availability by providing more training to grant administrators, reviewing staffing
needs, finding alternative sources to assist in referrals, and becoming more involved in the
neighborhoodsto find eligible properties.

M anagement’s Response and Corr ective Action Plan

The HFS Lead team has been very successful at meeting many of the required benchmarks set by
the Lead program. The quarterly report filed for June 30, 2008, reported that the Lead Safe
Louisville Project had not only met the required benchmarks, but in fact far exceeded the
established goals before the end of the project on October 31, 2008. Below is a summary of that
report:
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FINDING 08-LEAD25-32: The Department Of Housing And Family Services Did Not Properly

Administer The Lead-Based Paint Hazard Control Grant - Which Put $1,000,000 Of Grant Funds
In Jeopardy Of Being Forfeited Back To HUD (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

ACTIVITY BENCHMARK LS. PROJECT
Inspections 300 409

Units completed and cleared 225 269

Community Outreach 12 events 146 events
Training 12 classes 195 people trained

The issue with meeting benchmarks related to the completion of draws was due in large part to
the expenditure reconciliation stated above in FINDING 08 — LEAD-24[-31]. Now that it is
policy to complete draws monthly and as the expenditure reconciliation is completed, we are on
target to meet all draw benchmarks.

Training has been provided to the grant administrator by the Lead Government Technical
Representative (“ GTR”). HFS has developed a ten-point outreach plan (see Attachment J) to
find alternative sources to assist in referrals and become more involved in the neighborhoods to
find eligible properties.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-LEAD26-33: The Department Of Housing And Family Services Submitted Reports
ToHUD That Were Not Accurate

Federal Programs. CFDA #14.900 - Lead-Based Paint Hazard Control in Privately-Owned Housing
Federal Agency: U.S. Department of Housing and Urban Devel opment

Compliance Area: Reporting

Pass-Through: Not Applicable

Questioned Costs. $0

The Department of Housing and Family Services (HFS) submitted reports to HUD for the Lead-Based
Paint Hazard Control Grant that were not accurate. Quarterly Progress Reports did not reflect the correct
amount of total funds drawn down.

For June 30, 2008, the amount on the report titled “Cumulative Federa Grant Funds Drawn (LOCCS)
Through End of Report Period” shows $417,970; however, total funds actually drawn down through June
30, 2008, totaled $1,368,740. Also, amounts reported on the SF-269 Report did not properly account for
third party contributions; therefore, amounts reported as actua federa expenditures on the report
submitted to HUD were not in agreement with accounting records.

Due to the lack of reporting knowledge of program managers and grant personnel, reporting errors have
occurred. Errors in federal reports may lead to non-compliance with grant agreements. HUD requires
accurate quarterly financial management and performance reports for the Lead-Based paint Hazard
Control Grant.

Recommendation

We recommend grant program managers and personnel obtain additional training on report
preparation to ensure grant reports are accurate and complete. HFS should determine if amended
reports should be filed as aresult of these errors.

M anagement’s Response and Corrective Action Plan

The HUD GTR that was previously over the Lead program had requested that a Part 3 document
be submitted with every Line of Credit Control System (* LOCCS’) drawdown request. The Part
3 document is basically a break-down of the expenditures that are being reimbursed. The HFS
Lead grant personnel misinterpreted this requirement to mean that because the Part 3
documentation was submitted with each draw, it did not have to be submitted with the Lead
guarterly report. Thiswas apparently a miscommunication between HFS and the GTR. The Part
3 information was, in fact, required to be included with quarterly reports.

HFS has now been assigned a new HUD GTR, and Lead grant personnel have received
additional training from the GTR on appropriate quarterly reporting. HFS and the HUD GTR
have begun a process of updating all quarterly reports to reflect accurate information and filing
amended reports as required. It is expected that all amended reports will be complete by
February 20009.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-SPC27-34: The Department Of Housing And Family Services Did Not Properly
Administer The Shelter Plus Care Grant - Which Put Approximately $348,000 Of Grant Funds In
Jeopardy Of Being Forfeited Back ToHUD

Federal Program: CFDA #14.238 - Shelter Plus Care

Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Period of Availability

Pass-Through: Not Applicable

Questioned Costs. $0

The Department of Housing and Family Services (HFS) did not properly administer the Shelter Plus Care
Grant. Approximately $348,000 of unspent Shelter Plus Care funds were not spent during the grant
period, and are now subject to recapture by HUD.

Due to the shortage of personnel available to process additional applicants, and management not
providing good oversight, direction, or accountability, total grant funds were not spent. Metro citizens
lost the benefit of program funds and future federal funds may be reduced due to HFS not spending
designated grant funds. Proper administration of the program would allow for the grant funds to be spent
within the period of grant availability in order to benefit as many citizens as possible.

Recommendation

We recommend HFS properly administer the program to spend the federal funds awarded within
the period of availability by reviewing staff size and caseloads, and implementing periodic
supervisory review to ensure grant goals are met and funds are expended in atimely manner.

M anagement’s Response and Corr ective Action Plan

HFS is committed to serving the housing needs for as many homeless citizens as possible.
Returning funds to the federal government under the Shelter Plus Care (“ SPC”) grant is nhot an
indication of poor administration. There are several factors that impact the expenditure of SPC
grant funds including:

HUD calculates rents using a formula that does not account for the 30% of income clients must
pay towardstheir rent.

Local rents are generally lower than HUD formula.

The size of the households served may be smaller than size projected in the grant budget.
Household income/allowabl e deductions vary so the 30% paid towards rent fluctuates from client
to client, making long-term planning difficult.

A lack of capacity of non-profit service providers to supply the HUD required permanent case
management impedes referrals to the projects.

Referrals are reduced fromthe list due to strict federal eligibility criteria.

Competing programs have less stringent guidelines.
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FINDING 08-SPC27-34: The Department Of Housing And Family Services Did Not Properly
Administer The Shelter Plus Care Grant - Which Put Approximately $348,000 Of Grant Funds In
Jeopardy Of Being Forfeited Back To HUD (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

The majority of SPC population goals for serving the homeless were met or exceeded (see
Attachment K for the listing of SPC population goals).

HFS has added three staff members for a total of eight staff and one supervisor to the TBRA/SPC
team, and weekly meetings are held between the director of the Human Services division and the
TBRA/SPC team. In addition, the HFS compliance unit is assisting with applications, reporting
and tracking, which frees up management to focus on programmatic and financial issues.

HFS has met with the local HUD office as well as the Coalition for the Homeless to establish an
ongoing collaboration to gain information about local needs, and to provide training and
technical assistance. Large numbers of applicants are now being processed in twice a month
“blitzes” allowing for efficient use of provider and staff time. A pilot project is underway with
local providers to streamline the application process by assisting HFS in gathering applicant
pre-qualification paperwork to ensure clients meet digibility requirements. Finally, the
Inspections, Permits, and Licensing Department of Metro Government is assisting HFS by
conducting housing inspections, which allow HFS staff to process more applicants.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-SPC28-35: The Department Of Housing And Family Services Did Not Drawdown All
Allowable Costs For The Shelter Plus Care Grant

Federal Program: CFDA #14.238 - Shelter Plus Care

Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Period of Availability

Pass-Through: Not Applicable

Questioned Costs. $0

The Department of Housing and Family Services (HFS) has not drawn down alowable administrative
costs for Shelter Plus Care since 2004. Under the Shelter Plus Care grant, up to 8% of allowable
administrative costs can be earmarked and federal funds drawn down to reimburse those expenses.

In order to make more funds available for rental payments, HFS has not drawn down the administrative
costs alowed. With approximately $348,000 in unspent Shelter Plus Care funds, HFS should have
submitted draw down requests for these alowable expenditures before the end of the period of
availability rather than leave these grant funds unspent and in jeopardy of being forfeited back to HUD.
Metro citizens lost the benefit of program funds that are subject to recapture, and future federal funds may
be reduced due to not spending the funds awarded.

Recommendation

We recommend HFS draw down any allowable administrative costs and implement periodic
reviews to ensure that goals are met and al allowable costs are drawn down before the end of the
grant period.

M anagement’s Response and Corrective Action Plan

Previous practice of HFS did not take a portion of the grant funds to cover administrative costs
from the SPC grants. Any active SPC programs that do not currently have administrative cost
centers established in LeAP will be updated in the financial system to allow for current year
administrative charges to be recorded as grant activity, and draws completed as applicable.
Going forward, all new SPC awards will be set up in LeAP with an appropriate budget and a cost
center that will allow for administrative expenditures as appropriate to be recorded and
reimbursed monthly.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-SPC29-36: The Department Of Housing And Family Services Did Not Submit
Required Reports To HUD In A Timely Manner

Federal Programs. CFDA #14.238 - Shelter Plus Care

Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area: Reporting

Pass-Through: Not Applicable

Questioned Costs. $0

The Department of Housing and Family Services (HFS) did not submit the required Annual Progress
Reports for the Shelter Plus Care Grants in a timely manner. Reports scheduled to be submitted by
September 28, 2008, had not been completed or submitted until at least November 3, 2008, and other past
due reports have yet to be compl eted.

Due to time constraints, large caseloads, and staffing limitations, HFS personnel have not had the time to
devote to the reporting requirements. 24 CFR section 582.300(d) requires each recipient keep any records
and, within the timeframe required, make any reports that HUD may require. For Shelter Plus Care, HUD
requires the recipients of HUD’ s homeless assistance grants to submit an Annua Progress Report (APR)
to HUD within 90 days after the end of each operating year. The failure to submit an APR timely has
resulted in drawdowns being suspended for the grant. This will delay HFS receiving reimbursements for
grant expenditures, and may result in a determination of lack of capacity for future funding.

Recommendation

We recommend management evaluate staffing needs and casdloads to determine adequate
staffing requirements to meet these reporting requirements. Also, management should ensure al
Annua Progress Reports are completed and submitted in a timely manner by monitoring
reporting compliance.

M anagement’s Response and Corrective Action Plan

HFS recognizes the importance of timely report submission. Several steps have been taken to
ensure all reporting requirements are met going forward. In order to monitor reporting
compliance, the director of the Human Services division of HFS has created a system by which
HUD dtaff, the Coalition for the Homeless, the compliance team, Finance and business office
personnel regularly provide feedback on reporting status as a fail safe method to assure they are
completed timely. Additionally, SPC staff members have been notified that late submission of
reports shall result in disciplinary action.
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FINDING 08-SPC29-36: The Department Of Housing And Family Services Did Not Submit
Required Reports ToHUD In A Timely Manner (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

A review of caseloads and staffing needs was conducted by the director of the Human Services
division. It was determined that the ratio of caseloads to staff was too high and inefficient. The
staff level allowed only for current caseloads to be worked, with no time to process new cases. As
a result, two additional staff have been added to the team as intake personnel, working solely on
New Cases.

As of January 31, 2009, all outstanding Annual Progress Reports were submitted to HUD, and
are current to date.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-SPC30-37: The Department Of Housing And Family Services Lacks Internal
ControlsOver The Shelter Plus Care Rental Assistance Program

Federal Programs. CFDA #14.238 - Shelter Plus Care

Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area: Eligibility

Pass-Through: Not Applicable

Questioned Costs: $2,839

The Department of Housing and Family Services (HFS) did not have adequate controlsin place to ensure
payments to landlords for terminated clients did not continue.

On June 1, 2007, a client was sent, by certified mail, aletter notifying her that she was being immediately
terminated from the Shelter Plus Care renta assistance program, due to violating conditions of
occupancy; however, HFS continued to pay the landlord rental payments for this client. HFS caught the
overpayment and sent the landlord aletter on January 23, 2008, asking for arefund, yet HFS continued to
make payments to this landlord for this same client until March 2008, for a total overpayment of $2,839.
To date the landlord that received this overpayment has not repaid the money.

Since adequate controls were not in place to ensure terminations were taken off the pay requests sent to
Finance, HFS made overpayments to landlords for terminated clients and federal funds were spent
inappropriately.

Recommendation

We recommend HFS implement controls to ensure terminated clients are removed from pay
requestsin atimely manner.

M anagement’s Response and Corr ective Action Plan

HFS has investigated this particular case, and it was found to be an isolated incident. It isa
priority for HFSto ensure these types of incidents do not continue. As a result, internal controls
over these programs have been reviewed and policies and procedures put in place to ensure that
rental payments do not continue to be processed for terminated clients.

Prior to FY 09, HFS documented changes to a client’s status of eligibility through paper notes
maintained in the case file. All client information is now maintained in an automated system
referred to as CARE. This system allows for the input of automated case notes, changes in client
eligibility, changes in client income, etc. so that all pertinent information is housed in one
database. In addition, both the supervisor and the business office have access to review the
information reported in the system as a measure of oversight.
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FINDING 08-SPC31-38: The Department Of Housing And Family Services Did Not Meet The
Matching Requirements For The Shelter Plus Care Grant

Federal Programs. CFDA #14.238 - Shelter Plus Care

Federal Agency: U.S. Department of Housing and Urban Devel opment
Compliance Area. Matching, Level of Effort, Earmarking
Pass-Through: Not Applicable

Questioned Costs: $34,733

The Department of Housing and Family Services (HFS) did not meet the matching requirements for the
Shelter Plus Care grant. HFS spent over $171,000 in Shelter Plus Care funds for rental assistance with
Seven Counties Services, Inc., but only $136,267 was documented as support service match paid by the
local provider. The difference of $34,733 is considered a questioned cost.

Per 24 CFR section 582.110, “a grantee must provide or ensure the provision of supportive services that
are at least equal in value to the aggregate of rental assistance funded by HUD.” Due to staffing
limitations, matching requirements were not properly monitored and tracked. Since, the matching
requirement was not met, federal funds may have to be repaid and future funding could be reduced.

Recommendation

We recommend HFS evaluate staffing needs to determine an adequate staff size and implement
controls to ensure the matching requirements are monitored and met in accordance with grant
requirements.

M anagement’s Response and Corr ective Action Plan

HFS has made several significant improvements in their process for tracking support services to
comply with SPC match requirements. All providers must sign a Memo of Understanding with
HFS agreeing to submit a quarterly report to HFS to highlight the expenditures they have
incurred to meet the match requirement. The HFS supervisor then performs an analysis of the
provider’s quarterly report to the amount of funding HFS has paid to the provider. If it appears
that the provider is not on track to meet the match requirement based on the amount of funding
they have received from HFS, the HFS supervisor will contact the provider and work with themto
take action to ensure the match requirement is met.

In addition, with the assistance of the Homeless Coalition, problem solving conferences are being
held with individual support service providers to help them understand the importance of their
rolein serving clients as well as the importance of the match requirement.
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FINDING 08-SPC32-39: The Department Of Housing And Family Services Lacks Palicies And
Procedures To Ensure Landlords Are Not Receiving Other HUD Funding In Addition To Shelter
Plus Care Funding For The Same Rental Unit

Federal Programs. CFDA #14.238 - Shelter Plus Care

Federal Agency: U.S. Department of Housing and Urban Development
Compliance Area: Eligibility

Pass-Through: Not Applicable

Questioned Costs. $0

The Department of Housing and Family Services (HFS) does not have adequate controls in place to
ensure landlords are not receiving any other HUD funding in addition to Shelter Plus Care funding for the
same rental units.

Per the grant requirements, Shelter Plus Care grants may be used for providing rental assistance for renta
units occupied by participants in the program, as well as administrative costs as provided by the grant.
However, the same rental unit may not also be receiving federal funding for rental assistance or operating
costs under other HUD programs.

HFS staff is relying solely on the support service providers to determine if the rental units receiving
funding are eligible. This determination was not adequately documented in the case files. If this
determination is not made, the landlord could receive federal funding for rental assistance or operating
costs under other HUD programs, and Shelter Plus Care funds may be provided for ineligible rental units,
which would result in questioned costs and perhaps repayment of grant funds.

Recommendation

We recommend HFS implement controls to ensure landlords with rental units receiving Shelter
Plus Care grant funding are not also receiving federa funding for rental assistance or operating
costs under other HUD programs. This review should be properly documented in the case filesin
order to avoid a noncompliance with the grant’ s requirements.

M anagement’s Response and Corr ective Action Plan

HFS will continue to coordinate with support service providers to determine if rental units
receiving SPC funding are eligible. In addition, HFSwill mandate that the Request for Tenancy
form be completed by the landlord to certify compliance with the HUD rule that the landlord may
not receive additional HUD funding in addition to the SPC funding. Leases will not be signed by
management unless the landlord agreesto this provision and certifies compliance. Saff members
have received training on the necessity of this form and those who allow cases to proceed without
appropriate completion of this document will be subject to disciplinary action.

Lease files are reviewed by the supervisor and the division director when completed. The
Request for Tenancy form will be maintained in the case file to document compliance with SPC
eligibility
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FINDING 08-LIHEAP33-40: The Department Of Housing And Family Services Did Not Submit
LIHEAP Reimbursement Requests According To Procedures Set Forth By The Funding Agency

Federal Program: CFDA #93.568 - L ow-Income Home Energy Assistance
Federal Agency: U.S. Department of Health and Human Services
Compliance Area: Cash Management

Pass-Through: State Department of Health and Family Services
Questioned Costs: $0

The Low Income Home Energy Assistance Program (LIHEAP) obtains federal funds on a reimbursement
basis. During testing performed over reimbursement requests (Form HM-2), it was noted that the
regquests were not submitted according to the schedule and procedures as outlined in the LIHEAP Manual.

Per discussion with agency personnel, the invoices are submitted timely, but without required signatures.
Invoices are submitted again, at a later date, after being reviewed, with the appropriate signatures. By
obtaining the signatures after submission, the reimbursements requests are not being properly reviewed
and approved prior to submission. The lack of appropriate review leaves open the possibility of drawing
down federal funds for incorrect amounts or funds being charged to the wrong accounts. In addition, the
agency runs the risk of having money drawn down without the knowledge of management and used for
purposes outside those outlined in the Federal regulations. By not submitting the reimbursement requests
appropriately, the agency is not following the prescribed policies and procedures established by the
Kentucky Association for Community Action (KACA) over the program.

Per the LIHEAP Manual, invoices should be submitted to KACA according to the schedule outlined in
the appendix. KACA will accept requests for reimbursements only on the appropriate billing form and
signed by the appropriate signatory authority, attesting to the accuracy and validity of the expenses
reported and assuring the expenses are not duplicative of expenses reported to other funding sources.

Recommendation

We recommend the agency implement procedures to ensure that al reimbursement requests are
properly reviewed and approved prior to submission to KACA and that requests are submitted
timely, according to the schedule outlined in the LIHEAP Manual.

M anagement’s Response and Corr ective Action Plan

HFS recognizes the importance of a proper review of expenditures for any grant program prior
to a reimbursement submission. Low Income Home Energy Assistance Program (“ LIHEAP’)
payments are processed through LeAP Payables, ensuring that appropriate signatures are
obtained on payment invoices in accordance with Metro policies and procedures. Management
will review current LIHEAP reimbursement procedures and make the appropriate changes or
updates to ensure compliance with Community Action Kentucky (“ CAK”) (formerly known as
Kentucky Association for Community Action) and LIHEAP guidelines. In addition, properly
reviewed and signed reimbursement reguests will be submitted according to the prescribed
reimbursement schedules provided in the LIHEAP Manual.

On April 21, 2008, CAK submitted a letter to CAP division of HFS stating that the LIHEAP
monitoring for the 2007-2008 program year had been completed. This monitoring included a
financial review in which LIHEAP expenditure processes were examined. HFS was found to be
in compliance with LIHEAP regulations.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDSPROGRAM AUDIT
FINDING 08-LIHEAP34-41: The Department Of Housing And Family Services Did Not Ensure

All Case Files Are Properly Maintained And Safeguarded - Leaving $2,516 Of Undocumented
Expenditures

Federal Programs. CFDA #93.568 - L ow-Income Home Energy Assistance
Federal Agency: U.S. Department of Health and Human Services
Compliance Area: Eligibility

Pass-Through: State Department of Health and Family Services

Questioned Costs:. $2,516

During the testing of eligibility case files for the Low Income Home Energy Assistance Program
(LIHEAP), 20 out of 124 files requested were missing and unable to be tested to determine controls and
compliance with dligibility guidelines.

The LIHEAP Manual for 2007-2008 states that each county office will maintain afile for each household
making application for assistance. Included in the case file will be a signed copy of the application,
documents used for verification, any additional information regarding the disposition of the case,
including referrals and other services provided in the form of case notes. The manual further states that
the required documentation includes verification of income, responsibility of home energy costs, and for
Crigis, verification of disconnect/past due if not abulk fuel.

The Department Of Housing And Family Services (HFS) did not follow these established procedures for
the maintenance and retention of case files. By not properly maintaining case files, confidentia
information is compromised by being accessed by unauthorized individuals. The files contain sensitive
information such as social security numbers and energy provider account numbers. In addition, due to
missing files and lack of adequate supporting documentation for eligibility, $2,516 in expenditures were
undocumented and therefore questioned.

Recommendation

We recommend that HFS implement procedures to ensure that al digibility case files are
properly maintained and safeguarded in accordance with the LIHEAP Manual.

M anagement’s Response and Corrective Action Plan

In the fall of 2007, management implemented internal procedures to address proper maintenance,
retention and security of LIHEAP case files. LIHEAP case files are audited and filed at the close
of each business day. The files are subsequently stored in a secure area with doors that lock.

HFS will ensure that all eligibility case files are properly maintained and safeguarded in
accordance with the LIHEAP manual. In order to ensure appropriate security, management will
review current procedures to determine if they are effective and in compliance with the LIHEAP
Manual requirements, and will continue to monitor strict adherence to this policy.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDSPROGRAM AUDIT
FINDING 08-LIHEAP34-41: The Department Of Housing And Family Services Did Not Ensure

All Case Files Are Properly Maintained And Safeguarded - Leaving $2,516 Of Undocumented
Expenditures (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Moving forward these payments will be made in accordance with Metro policy. Policy dictates
that to pay an invoice, the payment document must be submitted to accounts payable with
sufficient back-up documentation and signature approval. This back-up documentation includes
a summary report printed from the CASTINET System that lists the supplier to be paid with a
listing of the individuals that received the benefits and the amount of the benefit. The summary
report is approved by the program staff member responsible for processing all pay requests for
this program. Since September 2007, supporting documentation does exist on record with Metro
for the expenditures associated with this grant program.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-L IHEAP35-42: The Department Of Housing And Family Services Did Not Follow
Established Procedures For Hiring Temporary/Seasonal Employees

Federal Programs. CFDA #93.568 - L ow-Income Home Energy Assistance

Federal Agency: U.S. Department of Health and Human Services

Compliance Area: Activities Allowed or Unallowed and Allowable Costs/Cost Principas
Pass-Through: State Department of Health and Family Services

Questioned Costs. $0

During the performance of various audit procedures, it was noted that during the Emergency Summer
Cooling component of the Low Income Home Energy Assistance Program (LIHEAP), six individuals
were paid by a stipend as opposed to being paid as a regular temporary/seasonal employee. These
employees were not included in Metro's payroll system. No documentation was maintained regarding
how these individuals were hired or any prior approval.

The Department of Housing and Family Services (HFS) policy isto utilize a temporary agency to obtain
seasonal/temporary employees. Temporary/seasonal employees are included in Metro’s payroll system.
By paying these individuals by a stipend, the established policies and procedures for hiring
temporary/seasonal staff were circumvented leaving open the opportunity that individuals could be paid
without knowledge of management. In addition, individuals could receive federal funds without actually
working in the program, leading to possible questioned costs and/or noncompliance with federa
regulations. Without going through the proper channels and including all individuals working within a
program in Metro’s payroll system, an individual earning over $600 for a calendar year may not be
reported and the proper tax deductions not withheld.

We also noted that there were numerous journal vouchers processed moving payroll and related expenses
from one cost center to another, often without sufficient supporting documentation. (See FINDINGS 08-
HFS01-01 and 08-HFS04-04) This activity limited the scope of the audit work performed.

The lack of adequate controls and proper management oversight allowed individuals to be hired and paid
with federal funds without following the established procedures and obtaining properly documented
approval. Individuals were paid by stipend due to the agency not having adequate time to go through the
temporary agency to obtain temporary/seasonal staff. In addition, approval was given verbally.

Recommendation

We recommend HFS follow proper procedures for hiring temporary/seasonal staff and obtain
proper, documented approvals.
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FINDING 08-L IHEAP35-42: The Department Of Housing And Family Services Did Not Follow
Established Procedures For Hiring Tempor ary/Seasonal Employees (Continued)

M anagement’s Response and Corrective Action Plan

Since September 2007, HFS has hired seasonal/temporary employees in accordance with Metro’s
hiring policies and procedures, thus paying them through Metro’'s payroll system. Through use
of the payroll system, HFS implements adequate control and proper oversight to individuals
hired and paid with federal funds, as well as obtaining properly documented approvals. See also,
responses included for FINDING 08-HFS-01[-01] and FINDING 08-HFS-04[-04] for additional
information.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDSPROGRAM AUDIT
FINDING 08-LIHEAP36-43: The Department Of Housing And Family Services Did Not Properly

Ensure And Document All Recipients Met The Eligibility Requirements For The Low Income
Home Energy Assistance Program - Creating $4,102 Of Questioned Expenditures

Federal Programs. CFDA #93.568 - L ow-Income Home Energy Assistance
Federal Agency: U.S. Department of Health and Human Services
Compliance Area: Eligibility

Pass-Through: State Department of Health and Family Services

Questioned Costs: $4,102

During our audit we noted the Department Of Housing and Family Services (HFS) did not have adequate
controls in place for the review of eligibility files to ensure the required information to determine
eligibility is accurate, complete, and appropriately maintained for the Low Inhcome Home Energy
Assistance Program (LIHEAP).

The LIHEAP Manual for 2007-2008 states that each county office will maintain a file for each household
making application for assistance. All documentation for the eligibility determination is to be maintained
in the client’s file and reported in CASTINET, which is a state system database of all applicants for
LIHEAP benefits. Case files should include a signed copy of the application, documents used for
verification, any additional information regarding the disposition of the case, including referrals and other
services provided in the form of case notes. The manual further states that the required documentation
includes verification of income, responsibility for home energy costs, and for Crisis, verification of
disconnect/past dueif not abulk fuel.

Based on the testing performed over eligibility, the following exceptions were noted:

* Client benefits were paid to the energy provider, however CASTINET showed them as denied
(Including the former Director’ s mother)

* Clients changed their income and/or household number in order to qualify for benefits

* Anapplication was shown as voided in the CASTIiNET system, but shown as approved in thefile

* Client recelved benefitsin excess of the approved amount

* Employees processed themselves and received benefits

* Employee signed and processed application on behalf of client with the same last name

* Some case files did not contain al required information: they did not contain or document the
supervisory review, the required employees signatures and the required eligibility documentation

* Employees used unallowed documents for income verification

* Informationinthe eligibility file did not agree to the information in CASTINET

*  $4,102 questioned costs due to HFS not documenting eligibility requirements were met
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FINDING 08-LIHEAP36-43: The Department Of Housing And Family Services Did Not Properly

Ensure And Document All Recipients Met The Eligibility Requirements For The Low Income
Home Energy Assistance Program - Creating $4,102 Of Questioned Expenditur es (Continued)

Without adequate review of digibility files, management is not addressing the risk that information
prepared internally or received from external sources could be incorrect. This weakness has led to the
aforementioned noncompliances with the digibility requirements and/or the incomplete or missing
information required for case files.

Recommendation

We recommend that eligibility files be adequately reviewed and approved prior to payment to
ensure that the required documentation is accurate and complete, and eligibility is properly
determined. Although the agency is following the requirements of the LIHEAP manual by using
a checklist to document eligibility, we recommend that the agency keep copies of all
documentation utilized to determine digibility (i.e, social security cards, energy bills) to
facilitate adequate review of digibility files ensuring only qudified applicants receive benefits.
We further recommend that one case file be maintained for each client, with documentation of al
activity (all approved, voided, denied applications and any other documents provided) to be
included, allowing the processing employee to know the history of the client. By maintaining one
file, this will enable the processing employee to know how many times a client has applied for
assistance, if the client is changing information, such as income or household number, in order to
qualify, and to ensure an applicant does not receive an amount in excess of the allowed benefits.
We also recommend that the agency implement procedures to ensure that employees do not
process benefits for themselves or for family members.

M anagement’s Response and Corrective Action Plan

Management will review current eligibility and payment procedures to ensure compliance with
the LIHEAP Manual. HFS places importance on following digibility requirements for all
programs, and will ensure that required documentation is accurate and complete for all
eligibility files.

CAK mandates the use of the CASTINET system throughout the Sate of Kentucky. This limits
management’s ability to unilaterally address the CASTINET software issues. However,
management will work with CAK in an effort to create safeguards which prohibit employees from
improperly overwriting a client’s status in the system. This will ensure that a client’s status is
always current and changes are easily tracked, as well as ensure that a client’s history is
accurate and easily accessible in CASTINET. In addition, client files are manually audited at the
close of each business day. The audit tracks the number of clients served for the day, no-shows,
and any pending files.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-LIHEAP36-43: The Department Of Housing And Family Services Did Not Properly
Ensure And Document All Recipients Met The Eligibility Requirements For The Low Income
Home Energy Assistance Program - Creating $4,102 Of Questioned Expenditur es (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

Approximately 12,000 clients are processed during each component of LIHEAP, during a six
week period. In accordance with LIHEAP Manual guidelines, the CAK approved dligibility
checklist is utilized in an effort to serve clients in an efficient and effective manner. Additionally,
in an effort to ensure maximum eligibility review, management requires that all employees and
homebound clients who apply for LIHEAP benefits have copies of eligibility documentation in
their respective files, and falsification language has been added to the checklist, which each
employee must sign affirming the accuracy of their eligibility review. Going forward,
management will continue to review current verification procedures to ensure accuracy.

In the fall of 2007, management implemented procedures to ensure that employees did not
process benefits for themselves or family members. After implementation, several employees
were suspended and terminated for non-compliance. These actions reinforced management’s
commitment to policy compliance for all employees.

HFS does not maintain a case file for each client because CASTINET provides a detailed history.
The system tracks the type of service, the date of service and all family members who were listed
in the household at that time for each client. Hard copy files are maintained for each client, per
program. The hard files are maintained by program for auditing purposes, as each grantor
requires separate program files. Due to the large volume of client files, particularly for LIHEAP
(in excess of 12,000 per six week period) and the use of CASTINET, HFS has determined that it
would beinefficient to maintain one casefile per client.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-SFSPC37-44: The Department Of Housing And Family Services Expended $319,904
Of Summer Food Service Program For Children Funds For Unallowable Expenditures

Federal Programs. CFDA #10.559 - Summer Food Service Program for Children

Federal Agency: U.S. Department of Agriculture

Compliance Area: Activities Allowed or Unallowed and Allowable Costs/Cost Principals and Program
Income

Pass-Through: Kentucky Department of Education

Questioned Costs: $319,904

The Summer Food Service Program for Children (SFSPC) receives funding from Kentucky Department
of Education (KDE). The initial funding source to KDE is the United States Department of Agriculture
(USDA). This program was established to provide nutritious meals to low-income children when school
isnot in session.

We noted during the audit of the Summer Food Service Program for Children (SFSPC), that program
income, which is income generated from the difference between the amount paid for meals by HFS to the
Jefferson County Public Schools and the amount reimbursed for meals by KDE to HFS was distributed to
a program set up by Metro government called the Mayor's Summer Camp Scholarship Program
(MSCSP). According to USDA guidelines, program income can only be used to provide transportation
for the children to get to the eligible campsites for food consumption, food enhancement, administrative
cost to run the program, and supplies necessary for providing the meals to the children. However,
M SCSP awarded scholarships to individuals at specified campsites that were not eligible for this program,
paid for expenses that were not alowable, and increased the poverty level to 350% to include children
that would not normally be eligible. Of the $1,714,198 in total expenditures for this program, a total of
$319,904 (23%) was for unallowable and questioned costs.

* In 2007, $106,393 of SFSPC funds were used to provide scholarships for summer camps. Per
KDE and the USDA, SFSPC funds should not be used to provide scholarships. Not only did the
Department of Housing and Family Services (HFS) provide these scholarships, they increased the
poverty guidelinesto provide for children that would not normally be eligible.

* In 2008, $199,359 of SFSPC funds were used for program enhancement, which included
purchasing supplies for camp activities and transportation for field trips. However, based upon
the program requirements, program income can only be utilized to provide transportation for the
children to get to the €ligible campsites for food consumption, food enhancement, and
administrative cost to run the program, and supplies necessary for providing the meals to the
children.

* HFSalso spent $14,152 of SFSPC funds for unallowabl e costs associated with the 2007 and 2008
Summer Food Kickoff. Funds were used for food, elaborate decorations, entertainment, gifts,
prizes, and games for the kickoff; however, per the USDA guidelines, SPFSPC funds cannot be
used for entertainment. Program Funds can only be used for compensation of employees for the
time and efforts devoted specificaly to the execution of the program; the cost of materials
acquired, consumed, or expended specifically for SPFSPC; equipment and other approved capital
expenditures; and other items of expense incurred specificaly to carry out the program.
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FINDING 08-SFSPC37-44: The Department Of Housing And Family Services Expended $319,904
Of Summer Food Service Program For Children Funds For Unallowable Expenditures (Continued)

We also noted that numerous journa vouchers were processed to move payroll and related expenditures
from one cost center to another, often without sufficient supporting documentation. (See FINDINGS 08-
HFS01-01 and 08-HFS04-04)

HFS did not follow the guidelines for ensuring that funds were used for alowable activities. In addition,
HFS was provided with approval or guidance from KDE that did not follow USDA alowable costs
requirements. We understand that KDE provided some type of approva for the scholarship program;
however, the auditor contacted USDA and was assured that many aspects of the scholarship program
were not alowable.

Based on the unallowable costs explained above, HFS may be required to reimburse the state for the
expenditures. Funds expended for unallowable costs could have been utilized for meal enhancement,
such as providing more meal options, better quality food, and to feed more low-income children. In
addition, this money could have been utilized for administrative costs to provide better quality monitoring
to ensure sites are complying with the program.

Per Policy Memorandum 225.06-44 Simplified Summer Food Program Authorization, issued by USDA,
“we recommend that they use any excess Program funds to improve the meal service or other aspects of
the food program”.

Per the United Sates Department of Agriculture Food and Nutrition Services (FNS) Instruction 796-4,
Rev. 4, “Costs can be dlocated as either direct or indirect. Because of the diverse characteristics and
accounting practices of nonprofit organizations, it is not possible to specify the categories of costs which
may be classified as direct or indirect in all situations. In general, however, direct costs are those that can
be identified specifically with an organization's SFSP operation, and are assignable entirely to the SFSP.
Typical direct costs chargeable to the program are compensation of employees for the time and efforts
devoted specifically to the execution of the program; the cost of materials acquired, consumed, or
expended specifically for the SFSP; equipment and other approved capital expenditures; and other items
of expense incurred specifically to carry out the program.”

Per the USDA Summer Food Service Program For Children Administrative Guidance for Sponsors,
unallowable activities included entertainment and fund raising costs. Operating costs are allowable costs
incurred by the sponsor for preparing and serving meals to eigible children and program adults.
Administrative costs means costs incurred by a sponsor related to planning, organizing, and managing a
food service under the Program, and excluding interest costs and operating costs.

Recommendation

We recommend that HFS ensure that all expenditures are for an alowable activity as outlined in
the USDA Summer Food Service Program For Children Guidance for Sponsors. We aso
recommend checking with the USDA contact person when implementing a program if uncertain
about the alowability of certain aspects.
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FINDING 08-SFSPC37-44: The Department Of Housing And Family Services Expended $319,904
Of Summer Food Service Program For Children Funds For Unallowable Expenditures (Continued)

M anagement’s Response and Corrective Action Plan

In 2007 and 2008, HFS sought and received approval from the Kentucky Department of
Education (KDE) to expend Summer Food Service Program for Children (SFSPC) funds for
scholarships and camp enhancement programs (see written approval regarding this issue
included as Attachment L to this response). It is now understood that the federal funding source
has the final determination on whether or not certain expenditures are allowable. HFS will
ensure future SFSPC program compliance by consulting with the federal grantor prior to
program implementation.

Management will work with KDE and the USDA in an effort to resolve the issues noted in the
finding. See also responsesfor FINDING 08-HFS-01[-01] and FINDING 08-HFS-04[-04].
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FINDING 08-SFSPC38-45: The Department Of Housing And Family Services Was Denied
$104,014 Of Reimbursements Due To I naccurate And Untimely Reimbur sement Requests

Federal Programs. CFDA #10.559 - Summer Food Service Program for Children
Federal Agency: U.S. Department of Agriculture

Compliance Area: Cash Management

Pass-Through: Kentucky Department of Education

Questioned Costs. $0

The Department of Housing and Family Services's (HFS) reimbursement requests for the Summer Food
Service Program for Children (SFSPC) did not agree to LEAP, Metro's financial accounting system,
resulting in the submission of inaccurate reports. In addition, due to insufficient tracking of meal counts at
sites resulting in an initia incorrect reimbursement request, the revised report was not submitted within
the deadline set by the Kentucky Department of Education (KDE) per a letter sent November 29, 2007,
resulting in HFS not being reimbursed $104,014. (See Subrecipient Monitoring FINDING 08-SFSPC39-
46.) The auditor also noted that reports were not properly reviewed prior to submission.

On November 20, 2007, HFS sent in revised reimbursement reports for June, July, and August 2007, due
to a significant miscalculation in the number of meals served and reported in previous reports. However,
the revised reports were past the deadline set by KDE for filing revised monthly claims and KDE denied a
portion of the revised request, resulting in the $104,014 of unreimbursed expenses.

The errors occurred due to insufficient knowledge on behalf of the report preparer and the lack of
necessary oversight to ensure accuracy and timeliness. Also, sites that served meals did not report
accurate meal counts, due to inadequate monitoring and training.

Good interna controls dictate that policies and procedures be implemented to ensure that information
submitted is accurate and appropriately approved prior to submission.

SFSPC receives funding based upon reimbursement for meals that are served at digible sites. Per the
United States Department of Agriculture (USDA) SFSPC Administrative Guidance for Sponsors, these
reimbursement requests are required to be submitted to the state agency within 60 days of the last day of
the month covered by the claim. Revised claims must be submitted within 90 days.

Recommendation

We recommend that HFS implement adequate controls to ensure that all reimbursement requests
are properly reviewed prior to submission to ensure accuracy and timely reporting. Also, we
recommend that a knowledgeable person be responsible for submission of the report and that all
information submitted is reconciled to supporting documentation.
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FINDING 08-SFSPC38-45: The Department Of Housing And Family Services Was Denied

$104,014 Of Reimbursements Due To Inaccurate And Untimely Reimbursement Requests
(Continued)

M anagement’s Response and Corr ective Action Plan

HFS is committed to complying with program requirements and established deadlines.
Management will review current reimbursement procedures with program managers to ensure all
program requirements are understood, and program managers receive applicable training and
are held accountable for meeting all deadlines.

The program manager for the SFSPC submits requests for reimbursement to the HFS business
office. Reguests for reimbursement will be prepared by business office staff and reviewed by the
business manager for the division to ensure documentation is accurate and submitted in a timely
manner. As part of the reorganization of the business office, staff will work with the program
managers to devel op procedures for processing requests for reimbursements for this program. In
addition, a schedule of report and payment due dates will the developed to ensure that reports
are submitted in accordance with established deadlines set forth by the grantor.

The HFS business office is working with HFS division managers to ensure that financial
statements are reviewed and accounts reconciled in a timely manner to allow for any corrections
as needed provide correct data for program operations and budgetary review. These combined
efforts will ensure compliance with all requirements
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FINDING 08-SFSPC39-46: The Department Of Housing And Family Services Did Not Comply
With Subrecipient M onitoring Requirements

Federal Programs. CFDA #10.559 - Summer Food Service Program for Children
Federal Agency: U.S. Department of Agriculture

Compliance Area: Subrecipient Monitoring

Pass-Through: Kentucky Department of Education

Questioned Costs. $0

During the testing of compliance with subrecipient monitoring for the Summer Food Service Program for
Children (SFSPC), it was noted that the Department of Housing and Family Services (HFS) was not
following the appropriate process for monitoring as outlined in the United States Department of
Agriculture (USDA) Summer Food Service Program for Children’s Monitoring Guide. The auditor
reviewed fifty sites from both the 2007 and 2008 program years. Of the fifty reviewed, the auditor noted
thirty-three sites where the subrecipient monitoring regquirements were not met. Several of the forms
documenting meal counts were not accurately completed. Site review/visit issues noted included
instances where the monitor noted that the site did not serve the meal at the established time; monitors
arrived to find the site closed without prior approval; or informational material was not appropriately
displayed as required. The auditor aso noted that of the sites that did have a review/visit with issues
noted, there were several with no follow up or documentation of correction of the problem.

The lack of appropriate oversight and follow up on site visits/reviews has resulted in inaccurate reporting
of meals served, loss of funds from unreimbursed meals, and other noncompliances.

USDA Summer Food Service Program for Children - Monitoring Guide outlines the monitor’'s
responsibilities, record keeping, meal pattern requirements, and copies of the forms required to be
completed. The guide also discusses the organizationa structure and necessary training to be provided by
the sponsors. The following types of visits and reviews are required - pre-operationa visits, site visits,
and site reviews. The guide documents the specification of these visits/reviews, such as, time period to be
completed, frequency, and information to be gathered.

In a 2008 site visit for SFSPC, performed by the Kentucky Department of Education (KDE), it was noted
that the meals submitted for reimbursement in June 2008 were overstated as they were not appropriately
tracking meal's served, unused meals, etc.

Recommendation

We recommend HFS ensure that all sites are properly monitored as outlined in the USDA
Monitoring Guide. Appropriate oversight should be provided to ensure that all sites are properly
monitored and al issues noted on the visitsreviews are appropriately addressed.
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FINDING 08-SFSPC39-46: The Department Of Housing And Family Services Did Not Comply
With Subrecipient M onitoring Requirements (Continued)

M anagement’s Response and Corrective Action Plan

HFS recognizes the importance of appropriate staff levels to ensure adequate resources are
allocated to monitor sub-recipients of SFSPC. HFS sgoal isto secure an appropriate number of
staff members to monitor approved sites. Management will provide sufficient oversight to hold
them accountable for monitoring sites and ensuring that sub-recipients implement appropriate
corrective actions. Thiswill ensure compliance with the USDA Monitoring Guide.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDSPROGRAM AUDIT
FINDING 08-SFSPC40-47: The Department Of Housing And Family Services Over spent Summer

Food Service Program For Children Funds By $259,040 Due To Accounting Records That Were
Not Properly Reconciled

Federal Programs. CFDA #10.559 - Summer Food Service Program for Children
Federal Agency: U.S. Department of Agriculture

Compliance Area: Cash Management

Pass-Through: Kentucky Department of Education

Questioned Costs: $0

During the review of revenues and expenditures for the Department of Housing and Family Services
(HFS) Summer Food Service Program for Children (SFSPC), we noted that HFS records were not
regularly reconciled to LEAP, Metro’s financial accounting system.

The program management and staff lacked the appropriate knowledge to ensure that HFS accounting
records were reconciled on a regular basis to LEAP. Policies and procedures either were not in place or
not appropriately utilized to ensure reconciliations were performed.

The auditor noted that due to HFS not reconciling their records to LEAP several reserve revenue transfer
postings were duplicated, which made it look like the program had more money to spend than they
actually had. These duplicated postings resulted in HFS expending $259,040 of funds that were not
actually available. The $259,040 over expenditure was subsequently posted to and covered by Metro’'s
General Fund.

Good internal controls dictate that proper and timely reconciliation of accounting records to source
documents be performed by knowledgeable personnel.

Recommendation

We recommend HFS implement controls to ensure proper and timely reconciliations of SFSPC
accounting records to LEAP and personnel be adequately trained in the reconciliation process.

M anagement’s Response and Corrective Action Plan

The information in LeAP is the official accounting information related to the grant for all Metro
departments. HFS does not maintain separate accounting records; the accounting records for
HFS are recorded in LeAP. All financial information related to this grant was accurately
reflected in the financial statements for Metro.

When closing the accounting records for FY 07, there was an entry that was inadvertently
recorded twice, and was discovered and accurately reflected in the FY 07 financial statements by
Metro staff. The correction of this entry as it pertained to FY 08 was not made until the end of
the fiscal year, which resulted in an over expenditure of actual available funds during the fiscal
year. These funds were then appropriately reimbursed by the general fund.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDSPROGRAM AUDIT
FINDING 08-SFSPC40-47: The Department Of Housing And Family Services Over spent Summer

Food Service Program For Children Funds By $259,040 Due To Accounting Records That Were
Not Properly Reconciled

M anagement’s Response and Corr ective Action Plan (Continued)

Going forward, program managers and staff will work with the HFS business office to ensure
proper and timely reconciliations of accounting records to grant activity. The HFS business
office will coordinate with Finance any training that needs to be conducted for HFS staff to
understand controls for recording transactions in LeAP and reviewing these records for
accuracy.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-SFSPC41-48: The Department Of Housing And Family Services Did Not Ensure All
Eligible SFSPC Sites Were Properly Approved

Federal Programs. CFDA #10.559 - Summer Food Service Program for Children
Federal Agency: U.S. Department of Agriculture

Compliance Area: Eligibility

Pass-Through: Kentucky Department of Education

Questioned Costs. $0

The Department of Housing and Family Services (HFS) is a sponsor of the Summer Food Service
Program for Children (SFSPC). As a sponsor of this program, the agency is required to ensure that all
sites serving meals are deemed eligible and approved by Kentucky Department of Education (KDE). This
site guiddine isin place to ensure the highest percentage of eligible children have access to this program.

During the audit of the Summer Food Service Program for Children (SFSPC), we tested fifty sites and
noted eleven instances of sitesthat did not meet eligibility requirements were being provided food.

Of the eleven sites above, four of these sites were not properly approved on the KDE agreement and the
remaining seven sites were not listed on the KDE Summer Site Summary. The lack of approval for the
four sites was a result of KDE not performing the appropriate approval steps; and the remaining seven
were aresult of HFS not following up with KDE to ensure submitted sites were properly approved.

As aresult of the above weakness, HFS paid for meals for ineligible or unapproved sites. This could
result in HFS having to refund KDE for reimbursed meals served at ingligible or unapproved sites.

Per the United States Department of Agriculture (USDA) Summer Food Service Program for Children -
Administrative Guidance for Soonsors, the sponsor must provide documentation that proposed sites meet
eligibility criteria required by law. The section on Documenting Site Eligibility states that “ Since the
local school or district offices must certify that the data is accurate, sponsors should ask local schools or
districts to provide the necessary figures on school or district stationery, with the signature of an
authorized school official.” The sponsor should properly maintain this documentation along with al
other required documentation.

Recommendation

We recommend that HFS implement proper oversight and ensure all sites submitted to KDE have
the appropriate approval prior to meal service.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-SFSPC41-48: The Department Of Housing And Family Services Did Not Ensure All
Eligible SFSPC SitesWere Properly Approved (Continued)

M anagement’s Response and Corrective Action Plan

HFS acknowledges the importance of providing SFSPC benefits to digible and properly
approved sites and spending funds in accordance with USDA requirements. In May 2008, HFS
Summer Food procedures were reviewed and necessary updates implemented for compliance
with the United States Department of Agriculture Summer Food Service Program for Children —
Administrative Guidance for Sponsors. Management will provide oversight to review the KDE
Summer Ste Summary and KDE agreements for appropriate approval and €igibility
confirmation of those sites selected to receive funding. In addition, HFS will maintain
documentation from the approved sites pursuant to the USDA administrative guide in the grant
files.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-CSBG42-49: The Department Of Housing And Family Services Did Not Provide
Adequate Guidance When Distributing Federal Funds To Other Agencies

Federal Programs. CFDA #93.569 - Community Services Block Grant
Federal Agency: U.S. Department of Health and Human Services
Compliance Area: Eligibility

Pass-Through: State Department of Health and Family Services
Questioned Costs: $34,760

The Department of Housing and Family Services (HFS) gave $45,000 of Community Services Block
Grant (CSBG) funds to Louisville Metro Parks to provide summer camp scholarships/summer programs
for low-income children. However, there was no grant agreement outlining the requirements for spending
the federal funds. HFS did provide Metro Parks with the income limitations for spending CSBG funds
viae-mail. However, Parks used their own income chart to avoid confusing their personnel with multiple
schedules.

Since Metro Parks' income guidelines were above the federal CSBG Act limit of 125% of the federal
poverty level, CSBG funds totaling $34,760 were spent for children not meeting the program’s federal
guidelines. These funds were not spent in accordance with CSBG requirements because not only did
Metro Parks fail to use the correct income guidelines, files did not contain sufficient documentation
required to prove income and household size. A grant agreement between Metro Parks and HFS
documenting the federal guidelines would have eliminated the confusion with income limits and
documentation requirements set forth by the grant.

Recommendation

We recommend that HFS draft a grant agreement outlining all federal requirements when
distributing federal money to other agencies.

M anagement’s Response and Corrective Action Plan

The collaboration between HFS and Metro Parks for summer camp scholarships was a pilot
program during FY 08. Many of the planning issues between the two Metro agencies were not
met, but HFS and Metro Parks fed that this collaboration had great potential to reach the low
income children that qualify to benefit from this federal funding.

Interagency agreements will be developed when distributing federal money to other agencies and
will outline all federal requirements. The agreement will contain all necessary information for
the recipient agency to understand the requirements of the program set forth by the federal
funding. In addition, HFS will monitor the files maintained by the recipient agency to ensure
guidelines of the grant are being met.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-CSBG43-50: The Department Of Housing And Family Services Did Not Properly
Spend Community Service Block Grant Funds

Federal Programs. CFDA #93.569 - Community Services Block Grant

Federal Agency: U.S. Department of Health and Human Services

Compliance Area: Activities Allowed or Unallowed and Allowable Costs/Cost Principas
Pass-Through: State Department of Health and Family Services

Questioned Costs: $2,361

The Department of Housing and Family Services (HFS) spent $2,361 of Community Service Block Grant
(CSBG) funds for unallowable expenditures, including bar association dues and a cell phone bill for the
former Director of HFS. CSBG funds were also spent to provide centerpieces for a State of Poverty
Luncheon and to provide food and drinks for a Community Action Partnership (CAP) board meeting.
While the State of Poverty Luncheons are allowable expenditures per CSBG federa guidelines, the
disbursements for centerpieces and refreshments for the CAP board meetings represent poor use of
federal funds.

Auditors could not test payroll expenditures for alowability due to the numerous journal vouchers
processed and the lack of documentation to support the journal vouchers. (See FINDINGS 08-HFS01-01
and 08-HFS04-04) As payroll comprises 55% of total CSBG grant expenditures, this serioudly limits the
scope of audit work performed. Auditors can provide no assurance that payroll expenditures charged to
the CSBG grant are allowable.

Per the grant requirements, CSBG funds are to be used to reduce poverty, revitaize low-income
communities, and assist low-income individuals and families. In addition, good internal controls dictate
that grant funds should be managed properly.

Recommendation

We recommend that management ensure federal funds are spent in accordance with grant
requirements. In addition, grant monies should be properly managed to provide for as many low-
income clients as possible.

M anagement’s Response and Corrective Action Plan

HFS is committed to ensuring that all federal funding is spent in accordance with grant
requirements. Management continues to explore alternative delivery methods to provide services
to as many clients as possible, while adhering to funding requirements. The majority of the
payments for the centerpieces were not paid with grant funds. The nominal amount that was
charged to a grant fund will be reimbursed to the grant fund in the current fiscal year.

In May 2008, A Community Service Block Grant (* CSBG”) monitoring was completed for the
period FY 08 by the Kentucky Cabinet for Health and Family Services. There were no instances
of non-compliance related to CSBG expenditures noted in the monitoring report.
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C. FINDINGSAND QUESTIONED COSTS- MAJOR FEDERAL AWARDS PROGRAM AUDIT

FINDING 08-CSBG43-50: The Department Of Housing And Family Services Did Not Properly
Spend Community Service Block Grant Funds (Continued)

M anagement’s Response and Corr ective Action Plan (Continued)

A CSBG monitoring will be conducted by the Cabinet on February 3-5, 2009. HFSis currently
reviewing the unallowable expenditures reference in this comment, and will discuss these issues
with the funding source during that monitoring. See responses for comments FINDING 08-HFS
01[-01] and FINDING 08-HFS-04[-04] regarding payroll expenditures.
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D. SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Fiscal Finding CFDA
Y ear Number Finding Number Comments
Fy 07 2007-1 Internal Control Over Grants 14.128 Repeated In Findings:
in the Department of Family 14.239 08-HOME 07-15
Services, Housing Division, 08-HOME/CDBG 14-22
Should Be Improved 08-HOME/CDBG 16-23
08-HOME/CDBG 18-25
08-HOME/CDBG 21-28
FY 07 2007-8  Sub-recipient Monitoring Did 14.128 Repeated In Finding:
Not Appear To Be Complete 14.239 08-HOME/CDBG 19-26

(CFDA No. 14.218 and 14.219)

FY 07 2007-12 Ineligible Projects, Activities 14.128 Thisfinding involves a monitoring
and Costs Were Noted in report prepared by HUD. Metro
Community Development has been working with HUD to

Block Grant Programs resolve this finding.
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Louisville Metro Government Effective 05272004
Forsonnel Policies

15.1(1)

18.1(2}

15.1{3)

15.1 Grievances

The Grievance Procedure will allow employees to voice grievances and to
resolve conflicts within individuaf depariments or agencies. The grievance
procedure will be explained to all employees and infermation regarding the
procedure will be posted in conspicuous places with Metro Government
agencies.

‘This section does not apply to employees who are members of a collective
targaning unit

Except for those matters which may be appropriately appealed under
Maerit Board/Civil Service reguiations or the Affirmative Action Plan, any
regular employee aggrieved by any employment action or condition of
employment may grieve as outlined in this section.

The decision of the Department Director is final regarding non-disciplinary
grievances and grievances involving counsseling sessions and written
reprimands.

a. Within five days of the aggrieved event, the employee must submit
a wniten reguest for a conference with the employea's immediate
supervisor. The supervisor must then meet with the employse
within five days of the request during the empioyee's regularly
scheduled work pericd and atternpt to resclve the grievance.

b, if the grievance Is not satisfactorily resolved at that iavel, the
employee may, within five days of the conference, request, in
wrifing, a conference with hisfher depariment director. This
conference will be held during the employee's regularly scheduled
work period and within ten days of the request.

. If after this conference, the grievance is stilt not resolved, within five

days of the conference with the department director, the employee
may forward the writien grievance fo the Director of Human
Resources. The Director of Human Resources, or designes, may
schedule a conference with the aggrieved employee to assist in
resoiving the grievance. Within 30 days of receipt of the grisvance,
the Humar: Resources Director will make a determination and
advise the appropriate department director and the grievant of the
Director's decision or recommendation. When the employee is a
member of the Deparment of Human Resources, Grievances must
he sent directly to the Mavyor or the Mayor's designee, who shali
aftempt to resolve the grievance.
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Louisville Metro Government
Personnel Policies

d.

Effective 05/27/2004

If the empioyee is still aggrieved after the decision of the Director of
Human Resources, the employee may forward the grievance in
writing to the Louisville Labar Management Committee within seven
days from the raceipt of the Director's decision. The committes
may scheduie a conferance with the aggrieved empioyee 1o assist
in its determination. Within 30 days after receipt of the grievancs,
the Commitiee will make a determination and advise the
department director and the grievant of its recommendation. The
department director, after consulting with the Mayor, will then
advise the employee whether the determination and
recommendation of the Louisville Labor Management Committee

will be accepted.
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Louisville Metro Government Effective 05/27/2004
Persommel Policiey

15.2 Grievances and Hearings

15.2(1) A Department Director, an Assistant Director, and an employee or staff
member of an elected official are not entitled to file disciplinary or non-
disciplinary grievances except in cases where grievances are hased on

vioiation of clvil rights law.

15.2(2) An employee on original probation is entitled to file non-disciplinary
grievances but s not entitled to file disciplinary grievances except in
cases where grievances are based on viclation of civil rights law.

13.2(3) A part-time, imegutariy-scheduled employee, a seasonal employee, and
a femporary employee are not entitled to file disciplinary or non-
disciplinary grievances except in cases where grievances are based on

vinlation of civil rights law,

15.2(4) Any empioyee not specified in 15,2(1), 15.2(2), and 15.2(3) is entitled to
file disciplinary and non-disciplinary grievances.

15.2(5) An employee is assured of freedom from restraint, retaliation,
interference, discrimination and reprisal in voicing grievances.
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GENERAL PROVISIONS
§ 21.01 DEFINITIONS.

As used inthis subchapter, the following terms shall have their siven definition.

APPOINTING AUTHORITY. The Metro Mayor, ar any of his/her designated
subordinates, whe appoint the non-clected Metro Officers covered under this subchapter.



BUSINESS ORGANIZATION, Any corporation, parinership, sole proprietorship,
firm, enterprisc, franchise, association, organization, self-emploved individual, holding
company, joint stock company, recerversinp, trust, prefessional service corporation, or
any other legal entity throush which business is conducted for profit.

METRO OFFICER, Any person elected or appointed to the office of
Louisville/Jellerson County Metro Mayor, Metro Council membor, County Atorncy,
Shenill County Clerk, Coroner, Surveyor or Constable; and any person appointed as a
deputy mayor, cabinel scerctury, chicf deputy, chiel administrative officer, chiel of
aperations, agency director or deparument director for the Louisville/Jelferson County
Metro (overnment, or any such other similar managenial type posilion, as shail be
determined by cach clecled or appoinied Metro (Miicer designaied hercirabove; and any
person nominatced or appointed by the Metro Mayor or the Metre Council to a Metro
Agency which has regulatory autherity or has indépendent authority to expend public
funds.

INTERIST. The ownership or control of more than 3% of the prolits, assets, or stock
of a business, or holding a position as a princtpal ol any nonprolit entity including, but
ot liited to, a labor orgamization,

MEMBER GF IMMEDIATE FAMILY. A parent, sibling, spouse, or child Tiving in
the Metro OlTicer's househeld or any person who is a member of the Meire Officer’s
houschold, or a person claimed by a Metro Officer or a Metro Officer's spouse as a
dependent for tax purposcs.

{Lou, Metro Ord, No. 71-2003, approved 4-16-2003; Low. Metro Am. (rd, No, 228-
2003, approved 12-19-20013)

§ 21.02 STANDARDS OF CONDLUCT.

[n Murtherance of the publie trust assumed by Metro Officers upon their clection or
appointment to public office or employment, the following standards of conduet shall be
applicable:

{A)  No Metro Officer or member of hisher immediate family shall have an interest
in a business organization of engage in any business, transaction, or professional activity,
which s in conllict with the proper discharge of such officer’s dutics in the public
interesL

(13}  No Metro Officer shall use or attempt o use his'her official position o secure
unwarranled privileges or advantages for himscl fherself, members al histher immediale
family or other persons.

(C)  Wo Metro Officer shall act in his‘her official capacily in any matter where such
officer, a member of hisfher immediate Gamily, or a business organization in which such



officer has an interest, has a direet or indirect financial or personal involvement that
might reasonably be expected 0 impair his‘her objectivity or independence of judgement.

{13} No Metro OiTicer shall undertake any employment or scrvice, compensated or
1ot, which might reasonably be expected to prejudice such officet’s independence ol
Judgement in the exercise of his/her official duties.

(1) No Metro Oflicer, members of hisfhor immediale family, or business
organization, nonprolit enlity, or labor erganization in which such officer has an interest,
shall solicit or aceept any gift, favor, loan, political contribution, service, ccanornic
oppoertunily, promise of future empluyment. or other thing of value hased upon an
understanding, or under circumstances Itom which it could reasonahbly be inferred, that
the gilt, favor, loan, contribution, service. promise. or olher thing of value was given or
oltered:

(1)  For the purpose of inlluencing such officer., dircctly or indirectly, in the
discharge of hisfher otficial dulies: or

{2} For the purpose of gaining access to the Metro Oflieer.

(3} Nothung herem shall be construed to apply to the soliciatian or aceeptance ol
contributions to the campaign ol announced candidate for clective pablic office as
poverned by applicable provisions of the Kentucky Revised Statutes.

(F} o Metre Ofticer, however, shall be prohibited from giving or receiving:
{1} Anaward publicly presented in recognition of public service;

(2} Commercially reasonable louns made in the ordinary course ol the lenders
Bulsiness; or

(3} Reasonable bosting, including entertaimment, meals or refroshments
furnished in connection with public events, appearances, or coremonies,

{tr}  No Metro Officer authorized and gqualilicd to solemnize a mariage shall be
prombited from accepling a gratuity for performing such ceremony,

(1)  No Metre Officer shall use, ov atlow to be used, histher public office, or any
informalion, not generally avatlable 10 the members of the publie, which such officer
receives or acquires in the course and by reason of his'her ofllice, for the puirpose of
sceuring, financial gain for himselffherself, any member of hisher immediate lamily, or
any husiness organization with which such officer is assoctated.

(I3 WNo Metro Officer or business organization in which such ofticer has an interest
shall represent any person or party other than the local govermmient in connection with
any causc, proceeding, application or other matier pending before any county agency.



(53 No Metro Officer shall be deemed in conflict with these provisions if, hy reason
of such officer's participation in the enactment of any ordinance, resolution or other
matter required to be voled upon, no material or moenctary gain accrues to such officer as
a member of any business. profossion, occupation or Zroup, 10 any oreater extent than any
pain could reasonahly be expected w accrue w uny other member of such business,
pProfession, oCcCupalion or Sioup.

(K} No Meteo Officer shalt be profubiled from making an inquiry For infirmation or
providing assistunce on behalf of a citiven or constituent if no fee, reward or other thing
of value is promised to, given to, or accepted by, the officer or a member of his/her
imrwcdiste family, whether directly or indirecily. in retumn therefor.

{I.)  Moihing in these standards of conduct shall prohibit any Metro Officer, ot
members of hissher immediate family, from representing himselfhersell, ar themselves,

in negotiations or proceedings conceming hisfher, or their, own interests,

{Lou, Metro Ord. No. 71-2003, approved 4-16-2003) Penalty. see § 21,99

§ 21.03 FINANCIAL MSCLOSURE.

(A0 Metro Offteers shall be required lo fite with the Louisville/JelVerson County
Metro Commission [the “Commission™| a financial disclosure statement on a form
provided hy the Commission and sighed under oath by the filer, The Fmancial disclosure
staterment shall include all of the following information:

{17 Name of Nler;

(2} Current business address, business telephone number and home address of
filer;

{3y Tite aof Her's public office ur clheeled oflice suupht;
4} Cecupations of filer and spouse;

(3)  The name, address, and 1chkephone numbcer of cach business organization
doing business with the Louisville/Jetferson County Metro Government. or any Metro
Agency, or any Metro Officer, in which the filer or any member of the filer's immediate
family has:

(a)  Aninlerest of $10,000 at fair market valug or 5% ownershup interest or
MOre; or

{b) Heeceived compensation in gxeess of 55,000 during the preceding calendar
vear, Jf the interest is the owngrship of publicly traded sccuritics, or publicly traded
seeuritics are the source of income, the interest need not be reporied unless the officer or



inmediate family member owns 3% or maore of the toral value of such publicly traded
SCCUTites,

(6)  The lpcation and zoming destgnation of all real properly wathin Jefterson
County, other than the filer's primary residence, in which the filer or any members of the
{iler's immediate farnily had an interest of $10,000 or more during the preceding calendar
year and which is Lhe subject of any condemnation proceeding, any regulatory or
enforcement proceeding before the Metro Planning Commission, or any procecding
before any other administrative body or court of law wherein the Loudsville/Jetforson
County Metro Government or any Melre Agency or Metro Officer is an interesicd party,

(3} {1} The bhnancial disclosure statement shall be filed annually by Metro
(Otficers no later than April | of cach year. Newly appointed Metro Officers shall be
required to [1le their inittal statement no later than 21 days aller the date of appoinimenL
Any malerial change in the information reguired by subsections {AXS) or (6) such as to
cause previeusly submitied informaiion to no longer be accurate or complete, shall be
reported 1n writing 1o the Commission within ten business days afler the aflected
Metro Olficer knows, or reasonably should know of that circumsiance.

(23 The term “matenal change™ under subsection (3313, shall include any gift,
toan, gratuity, discount, Lavor, service or economic opportunity of significant value or
having an aggregate value of $25 or more which the Metro Gfficer believes in good faith
i0 be exempt trom the applicaton of § 21.0632.

{3) A Meiro Officer who s in office as of the cffective date of this subchapter,
and who has filed a financiat disclosure form with an ST board, agency, or office
under the jurisdiction of Jefferson County or the lormer Cliy of Louisville within the 12-
month period preceding the effeciive date of this subchapter, shall not be requited to
make a [iling under this section until April 1, 2003, or within 21 days alter the eftoctive
date of this subchapler, whichever date iz later.

{4y A Metro Oflicer who 15 1n office as ol the ¢lTective date of this subchapter,
and who has not tiled a financial disclosure form with an Board, agency, or olfice
under the jurisdiction of Jeflerson County or the former City of Touisville within the 12-
menth period preceding the elfeetive date of this subehapter, shall be required 1o make a
(1ling under this section by April 1, 2003, or within 21 days after the effective date of this
subchapter, whichever date is earlicr.

{23 When any Metro Ofificer, or any member of histher immediate family, shall
have any private hnancial interest, directly or indirectly, in any contract or matter
pending belore or within histher otiice, or any Motro Agency, the Metro Oflicer shall
disclose such private intercst to the Commission, the governing bedy of the affected
Metro Agency and, 1F the contract or matier requires farmal action by the Metro Council,
to the Meiro Council,



{1 Any member of th Metro Council, er the County Attorney, as well as any
Metro Officer who derives histher authority from the Metro Council or from the County
Atlorney, or a member of any such person’s immediate family, who has a private intcrest
i any maiter pending before the Metre Couneil shal] disclose such private interest on the
records of the Metro Council and shalt disqualify himselihersell rom participating in
any debale, vote, or proceeding whatseever relating thereto. Any matter pertaining to a
Metro Officer’s budget or the uperation of such olficer's office, agencey or depariment,
ncluding a Metro Otfficer’s salary, shall not he construed as a "privale interest”.

{L.ow Metro Ord. No. 71-2003, approved 4-16-2003)

§ 21.04 NEPOTISM.

(A A member ol the immediate family of a Metro Olficer shall not be given
preference {for employment or appointtnent to a position in a Metro Agency if a more
qualtfied person has made application for the same position.

{B)  Ne dMctro Gflicer shall act in histher official capacity (o hire, or caused 10 e
hired any member of his/her immediate family at an hourly pay rate or with henefits in
¢xeess of any other employee with similar job duties, responstbilities and gualification
redquirements,

{C}  No Mcetro Ofticer shall exercise divect management or supervisory authority
over any member of his‘her immediate family; nor shall any Metro Orficer excrcise
cantract management authority where any member ef hissher immediate family is
emploved by or is under contract o any vendor whe is subject to such officer’s direct
aulhorily or management,

{IY  Alkcr the effeclive date of this subchapter, a member of the immediate family of
the Mayor, a member of the Metra Council, County Atlomey, Shenifl, County Clerk,
Coroner, Surveyor and Constable shall not be employed by or appointed 1o a position
with such clected efficial’s office. Any memboers of the immediate family of the Metro
Officers named in this seetion emploved or serving in a position within the affice of such
Metra Offrcer on Lhe effeetive date of this subchapler shall be excluded from the
profibition ¢ontained in this section.

(Lou. Metro (rd. No. 71-2003, approved 4-16-2003}

§ 21,05 LOUISVILLE/ JEFFERSON COUNTY [y I[8 COMMISSION.

(A) (1Y A Lowsville/delferson County Metro Government [BUIM: Comntission
(hersafier, the “{BOIEE Commission™} is hereby ercated which shall be responsible for the
cnforcement and administration of the Code of adopied in this subchapter in the
manner sct forth in this sebehapter, When requested by a Motro Officer, the[m
{ommission shall issue an advisory opinion concerning acts or activities covered by this
subchapter. Such upinions shall be public and shall not disclose the identity of persons



associated with the opinion. Cenfidential opinions may be issued, if requested by the
Metro Officer or Metro Agency submilling the guestion only if the subjeet is excempt
rom disclosure pursuant o KRS 61.878.

(B} (1) The lavestigation and detormination of whether a Metro Officer has
committed any vialation ol this subchapter shall be the responsibility of the
Commission.

(23 When requested by an appointing anthority, the Commtission shail
have authorily o issue an opirion concermning whether or nol an act or activitics
undertaken by a Metro Gfficer constitute a violation of this subchapter. The
Commigsion shall have auihority to adiudicate factual issues, and 10 determune whether
the atleped acl or activity constitutes a violation ol this subchapter.

() The Commmission shall consist of seven members appoeinted by the Medro
Mayor and approved by the Metro Council. However, Tor the first year of the (gt
Commission only, two additional members [rom the tormer Jefferson County (S
Commission shall serve as advisery and non-voting members (or a one-vear term
commencing on the date of their appeintinent to the Commission. One of these
metmbers shall be a registered Democrat selected by the Majority Caveus of the Mutro
Couneil, and the other member shall be a registered Republican sclected by the Minarity
Caucus of the Metra Counctl, The entire Metre Council mus! approve these two
advisory, non-voling members, Commission members shall not be persons who
are Metro Officers or employees of the Metro Government, and they shall be chosen by
virtug of their known and consistent reputation tor integrity and their knowledge ol local
covernment aflwrs. No two B Contmission members shall reside in the same Metrg
Council disirict. For the initial appointments of the voting members to the
Comrnission, two members shall serve one-year terms; three mernbers shall serve two-
vear terms; and two members shall serve three-year terms. Thereafter, such 2 member of
the Commission shall serve for a term of three years or until his‘her successor is
appointed. In addition, such Commission members may bue reappoinled for one
consvrulive termn and shall nat be elizible for reappointment until one year after the
expiration of hisher last term, An {oinission member may be removed for
reasons af malfeasanee ar neglect of duty by (the Metro Council. Vacancies, whether by
death, resignation, or removal, shall be filled in the same manner as original
appointments. Bl Commizsion members shall serve wathout compensation. No more
than three of the members of the Commission shall be of the same political party,
and at least one member shall be a registered Independent.

{12y Withip 60 days of the effective date of this subchapter, the Commissio
shall draft and subimit to the Malre Coonal ils rules and regulations tor the administration
ol ths subchuapter and the conduet of its meetings, including, but not limited, to
mainiznance of financial disclosure statemonts, issuance ol vpinions and imposition of

cnalties [or violations of this Code. I the Metro Council does not disapprove of the
Commission's rules and regulations within 45 days after submission tw the
Couneil, such rmiles and rezulations shall go indo effect on the 461h day afler submission.



(I3 Therc is herehy created the position of Legal Counset to the
Commission. The m Commission may ciploy the Legal Counsel on contract or may
designate the Jefferson County Attorney, or a member of hisfher staff as .egal Counsel;
provided that if Legal Counsel (s emploved under contract, neither employed counsel nor
any atterney wilth whom cmployed counscel has any affiliation or association shall be
cmployed or under contract in any capacity with Metro Government,

(F)  The Metro Human Resources Departiment shall provide reasonable and
necessary staff supporet lor the operation of the Commission.

((1) The Commission shall be the oliicial custodian of financial disclosure
statements to be filed under this subchapler.

{HY (1) The Commission shall conduct at least one annual training and
review session open and available to all Metro Officers, and such other training and
roview activities as shall from time to time he requested by the Meiro Mayor or the Metro
Counil.

(2) Al Metro Ofticers i office on the ellective date of this subchapter shall be
required to attend one training session conducied by the Commissicn within 12
months of the effective dute of this subchapter and at least once every 24 months
thereafier. All Metro Ollicers clected or appointed afier the effective date of this
sthchapler shall be reguived to attend one training session conducted by the
{ommission within 12 months ol his/her clection or appointment, and at least once every
24 months thercalter.

{T.ou. Metro Ord. MNo. 71-2003, approved 4-16-2003; Low. Metro Am. Ord, No, 116-
2003, approved 6-27-2003)

§21.06 COMPLAINTS.

Complaints against Metro Officers which allege violations of this subchapter may be
fited by any person with the Comunission.

{T.ou. Metro Ord, No, 71-2003, approved 4-16-2003)
§ 21.07 PROTECTION AGAINST REPRISAL.

(A1 No Motro OPheer or any other employee of the Metro Govermment shall subject
to reprisal, or dircetly or indirectly use, or threaten 1o use, an otTicial authority or
influence, in any manner whatsoever, which tends to discourape, restrain, depress,
diszuade, deter, prevent, interlere with, coerce, or diseriminate against any officer or
emploves who in good Faith reports, discloses, divulges, or otherwize brings to the
attention of the Conimission, any appointing authority, any Law enforcement
agency or 1ts employees, or any other appropriate body or authonity, any lacls or
information relative W an actual or suspected violation of this subchapter or any law,



statute, ¢xceutive order, administrative regulation, mandate, rule, or ardinance of the
United States, the Commonwealth of Kentueky, or the TLousvilie/Jetterson County Metro
Cieverniment, or any liels or information relative to actual or suspected mismanagement,
waste, fraud, abuse of authority, or a substantial and specific danger lo public health or
safety. Mo Metro Officer or Mero Government employee shall be required to give notice
of any kind priot to making such a report, disclosure, or divulpence.

(B} No Meleo Officer or any other employvee of the Metro Governmenl shall subject
to reprisal or discriminate against, or use any official authority or influcnee o cause
reprisal or discrimination by others against, any persen who supports, aids, or
substantiates any oflicer or employee who makes public any wronpdoing sct forth in
subsoction (A).

(Low, Metre Ord. No. 71-2003, approved 4-16-2003) Penalty, see § 21.99

§ 21.08 APPEALS.

A {inal opinion, order, finding, or adjudication issued by the Cornission
under § 21.03BX2Y, ar otherwise, that a Mclro Officcre has vielated any ofthe provisions
of this subchapter muay be appealed to the Jefterson District Court or the Jefferson Circuit
Coust by the Meto Ofitcer affected by the opinion, order, finding, ar adjudication.

(Lou. Metro Ord. No. 71-2003, appraved 4-16-2003)
§ 21.09 RECORDAS.

Adl files, records, and documents maintained by, or in the possession of any
hoard, agency, or office under the junsdiction ol Jefferson County or the former City of

Louisville shall be delivered to the Commission and therealler maintained by the
Commission.

{Lou. Metrn Ord. Mo, 71-2003, approved 4-16-2003)
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Louisville Metro Government Liffective 03742720034
Personnel Palicies

1.7{1)

1.7(2)

1.7(3)

1.7{4)

1.7 Conflicts of Interest

Violations of provisions related to Ethics shall constitute graunds for
disciplinary action up to and including dismissal.

Definitions: For this Section the following terms shall have the following
meaning:

ay "Compensation” means any maney, things of value as economic benefit
conferred on or received by any persons in return for services rendered
as to be rendered by themselves ar others.

b) "Economic opportunity” means any purchase, sale, lease, contract,
ppticn, transaction or arrangement involving property or services wherein
a person may gain an economic benefit.

¢)  "Economic interest" means an economic financial interest in the form of
stocks, bonds, realty, equity, or credit or interests in a corporation,
proprietarship, partnership or other entity. The phrase "Financial interest"
may be used interchangeably with the phrase "Economic Interest”,

Mo one shall accept compensation, other than that provided by Law, for the
performance of official duties.

Mo one shall sclicit, accept or agree to accept, gifts, loans, gratuities,
discounts, favors or services from anyone under circumsiances for which it
could reasonably be inferred that the major or significant purpose of the donor
is to influence one in the performance of official duties.

This subsection shall not apply to:

a) Political contributions, including the purchase of tickets to, ar
advertisements in journals for, political or testimonial dinners, if such
contribution is actually received and used for paiitical or public purposes
and is not given under circumstances from which it could reasonably be
inferred that the purpose of the donor is to substantially influence the
recipient in the peformance of official duties: or



[owsville Metro Governinent Effective 05/272004
Perzonnet Policics

b) A usual and custornary commercial loan made in the ordinary course of
bhusiness; or

c} An occasional non-pecuniary award publicly presented by a nonprofit
arganization in recognition of the performance of a public service.

1.7{5) No one shall use an official position or office to obtain, in derogation of the
interests of the public at large, an economic opportunity for oneself, a family
member or persons with whom he or she maintains a close economic or
personal association.

1.7(6) Na cne shall use or attempt to use an official position to secure or create
privileges, exemptions, advantages, contracts or treatment, for one's self or
othars in derogation of the interests of the public at large.

1.7(7)  Noone shall, in order to further one’s own economic interests or that of any
other parson, disclose or use confidential information acquired in the course of
official duties, in deregation of the interests of the public at large. Cther
considerations dictate the maintenance of confidentiality in the case of
information of that nature.

1.7(8) No one shall use, in derogation of the public interest, an official position or
office to receive, directly or indirectly, any interest, profits or perquisites
arising from the use or loan of public funds.

1.7{9) No one shali act as officer or agent for the Louisville Metro Government or
any agency of the Louisville Metro Government in the transaction of any
business with ong's self or any family member, or with any corporation,
company, association or firm in which he or she, or his or her spouse has any
interest greater than five percent (5%) or $1,000 of the total value thareof.

1.7{10}  No one shall knowingly alone, or with partners, or through any corporation
which he or she controls or in which he or she owns or controls more than five
percent of the stock, or by any cther person for his or her use or benefit or on
his or her account, undertake, execute, hald or enjoy, in whole or in part, any
contract far materials, supplies or equipment, or for contractual services,
involving twenty-five Dollars {$25.00) or more, made, entered into, awarded
or granted by any Louisville Metro Government agency, unless the contract,
agreement, sale or purchase was made or let after public notice and
competitive bidding.



lLoulsville Meiro Government Eiteotive 052772004
Personne] Palicies

1.7011)

1.7(12)

Na one shall accept an economic opportunity under circumstances where one
knows or should know that there is a substantial possibility that the
opportunity is heing offered with intent to influence one's condect in the
performance of his or her official duties.

No one shall charge to or accept from a person known to have an economic
interest in some duty that he or she is performing, a price, fee, compensation
or extra consideration for sale or lease of any property or the furnishing of
services, products or materials which iz substantially in excess of that which
waould be charged in the ordinary course of business.
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WETe, L. 5, Deparrment of Hansing and Urban Dreveloparent
i( Loulsville Field Odfice, Reglon 1%

oy
$ il %
g & | ]* E: G0N Wesl Boadweay, Koom 113
% ]l j Lewigville, Kentucky 40002
%"‘J‘rmt

Ms. Christina Heavrin

Interima Director

Department of Housing and Family Scrvices
745 W, Main Strect, Suite 300

Louisville, KY 40202

Movember 5, 2008

Dear Ms Heavrin:

This letter is in response to the October 31, 2008, Louvisville Metro Government (Metro)}
fetter requesting an exception from the HOME Invesiment Partnerships (HOME} T'rogram’'s
conflict of interest provisiona for Bepuly Mayor William E. Summers, [V, Mr. Anthony
Summers, and Mr. Bameit Tasman. As noted in the letter, Mr, William Summers acqaired
HOME-assisted property in 2001 prior to beesming an official with Metro. Subsequent to the
acquisition of ihe property, Mr. Willium E. Summers became Deputy Mayor, while Mr. Anihony
Surnmers and Mr. Burret Tasnman becume employees of Metro, creating a confiict of interest
sifuation covered by the BOME repulations at 24 CFR 92,356, The lelter advised the current
dutigs and responsibilitics of cach person and noted that Mr. Anthony Sumitners {2 not in a
decizion making position relative to the HOME program or any other CFT funded program. The
letter fltrther noted that Metre had taken steps to address the conflict of intorest siteation with
bir. William Surmnmers and My, Barreit Tasman including establishment of a contract monitor
that will report via Deputy Mayor Rick Johnstone,

After reviewing the {etfer and the previously providedl backyround matedals, HUD
accepts the miligating actions regarding the accountability and monitoring of HOME-assisted for
property for the remaining period of affordability, Therefore, HUD approves your request for an
exception from the HOMIE Program's conflict of interest provistons for the situation described in
your letter regarding Mr. William L. Summers, 1V, bMr. Anthony Summers and Mr, Barrell
Tasman, HUD afzo requests that the results of the outside monitoring should be included in the
Comsolidated Annual Performance and Evaluation Report until the period of affordability has
been completed or as long as the conflict of interest situation exists, whichever comes first,

If you have any {urther questions regarding this issne, please contact Mr. Richard Knight,
Senior Community Planning and Development Reprezentative, at £ 502) 6] 8-8106,

Olfice of Community Planning
and Development

ool
Robert Kuhnle

HUD's mfzsiogn 15 6 increase hamaownership, support community
devaloprend and Inereaae access lo affardable housing fras from discrimination.

v hud. oy wiwyv bud.gav/Keatucky espanalhod.goy
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LOUISVILLE METRO HOUSING AND FAMILY SERVICES DEPARTMENT
CONFLICT OF INTEREST PROCEDURES
ETHICS CODE

The Louisville Metro Housing and Family Services Department {LMHFS) is composed of
three divisions — Housing and Community Develepment, Community Action Partnership
and Human Services. As public servants, employess of LMHFS must act in a manner
consistent with the trust inherent in public employment. Employees are expecled o be
aware of and follow the Principles of Behavior and Conflict of Interest policies of Louisville
Metro Government as containad in the Louisville Metro Government Personnel Palicies.

[n addition, because the Depariment is funded by a3 combination of public funds
from the Commonwealth of Kentucky and the Federal Government, employees are
expected to be aware of and follow stafe and federal conflict of interest policies as well.
One of the duties of the Compliance Officer in the Director's Office is to assist employees
in understanding conflict of interest policies and procedures. Following is a brief
explanation of Federal and Local Conflict policies.

In order to ensure compliance with all conflict of interest rules, ne employee
of LMHFS, nor any member of the empleyee’s immediate family — defined as
spouse, parents, grandparents, children, brothers, sisters, aunts, uncles, nieces,
nephews, ar any member of the employee’s household — or any cne with whom
they are in a business relationship with, shall participate in any program of LMHFS,
regardless of the funding source, without following the procedures contained
herein.

.8, Department of Housing and Urban Development
Conflict of Interest Prohkibitions

Federal laws contain confiict of interest provisions that apply to various Federal Housing
ang Urban Development {HUD) and Metro Government activities. These include activities
conducted pursuant to Community Development Block Grant Funds (CDBG), HOME
Invesiment Parinerships Act (HOME), Emergency Sheiter Granis (ESG}), American Dream
Cown-paymeant Initiative (ADDI), McKinney-VYentc Homeless Assistance Act (MVHAA),
and Housing Oppertunities for Persons with Aids (HOFPYWA).

The HUD conflict of interest provisions cover any person who is an employee of
Metro Government, or employees or officers of any sub-recipients that are receiving
faderal funds from Metro Government. The "shall nots” for employees, their family or
anyone they have business ties with include:

1} making decisions with respect to expending federally funds.

2} having a financial interest in any contract, subcontract, or agreement
with respect to federal funds.



3)

obtaining a financial banefit from a federally funded activity.

Requesting an exception to the
HUYD Conflict of Interest Prohibitions

If you or a member of your family, or a business in which you have an interest,
receives any financial benefit from the expenditure of federal HUD dollars such as CRBG,
HOME, ESG, ADDI, MVHAA, or HOPWA, the Federal Government considers this a
conflict of interast,

There are two ways to resgive a Federal HUD conflict of interest; 1) you or your
family mamber or your business associates may decline the financial benefit; or 2) Metro
may request an exception for the conflict from U.5. HUD.

To request an exception from U.S. HUD, the Cempliance Officer Yin the LMHFS Director’s
Office should be contacted. The Compliance Officer wil!

1

2)

3)

4)

5)

B)

Consult with the Jefferson County Attorney’s Office {"JCAQ") as to whether a
conflict of interest may exist. JCAQ will consult with U.5. HUD, if necessary
tc determine whether a conflict of interest exists.

Should U.5. HUD and/or JCAD determine that a conflict does exist, AND
you are a Metro Officer’, as defined in the City's Ethics Code, you must
request an advisory opinion from the Louisville Metra Ethics Commission as
to whether the conflict is a violation of the Louisville Metro Ethics Code. The
Compliance Officer will assist in preparing the request,

If you are an employee but not a Metro Officer, you must request a ruling
from the Louisville Metro Human Resources Department as to whether the
cenflict is in violation of the Louisville Metro Personnel Policy Conflict of
Interest provisions. The Compliance Officer will assist in preparing the
request.

JCAQ will review any opinion from the Ethics Commission and/or the Human
Resources Department to determine whether the conflict of interest violates
State or local laws.

Public disclosure of the confiict of interest will then be posted on the
Louisville Metro Department of Housing & Family Services website for a
pericd of 14 consecutive days.

The Comptiance Officer, with the approval of the LMHFS Director, may then
ask for an exception to the conflict of interest by providing to U.S. HUD the

.' The position of Compliance Citwer is oew and has not vew been §Uled. In the meantime, direct requests 1o the Dhirecior.
¢ For LMILS Metro Officers include the Director, Division Directors, Business Manager, Director of the unit of
Planning, Compliance and Meonitoring in the Direcior's Qlfice and the Compliance Officer.,



opinion from JCAQ, the Public Disclosure infarmaticn and a narrative as to
why the conflict of interest is outweighed by the benefits to a given project,
the benefits fo the low and moderate income persons of the project, whether
the person affected has withdrawn from responsibilities as to the federal
funds, whether the benefit was present before the affected person was in the
position causing the conflict, and whether an undue hardship will result when
weighed against the public interest served by avoiding the conflict.

Should an exception net be granted by U.S. HUD, Louisville Metro and JCAO may
consult as to how to proceed in this case.

Ethies Ordinance
Conflict of Interest Previsions

Metro's Ethics Ordinance provides conflict of interest requirements and financial
reporting that apply to Metro Officers. A copy of the Ethics Ordinance can be found in
Louisville Metro Ordinances Sections 21.01 thraugh 21.08. If you are a Metro Officer and
want to know whether semething is a viclation of the Ethics Ordinance, you may ask for
an adviscry opinion from the Ethics Commission. A form for such a request can be found
on the Metro Intranet Website at hitp./fwww louisvilleky.gov/Ethics/ under “Reguest an
Advisory Opinion.” The form may also be obiained from the Department of Human
Resources.

Personnel Policies
Conflict of Interest Provisions

The Louisville Metro Personngl Policies Conflict of Interest provision applies to all
employees. A copy of the Conflict of Interest Provision can he found on the Metro
Louisville web page, Personnel Policies, 1.7 Conflicts of Interest. if you have a question
about whether an activity is governad by the Personnel Policies’ Cenflict of Interest
pravision, you should contact the Compliance Officer to assist you in determining whether
the activity would violate the Personnel Policies.

Waiver of Conflict of Interast
For Employees Eligible for Assistance Programs

There are two provisions of the Conflict of Interest Policy in the Personnel Policies
that are implicated if employees sesk assistance frown the programs offered by CAF and
Human Services. These are:

No one shall use an official position to obtain an economic opportunity for
oneself, a family member or persens with whom he or she maintains a close
economic or personal association.



No one shall use or attempt to use an official position to secure or create
privileges, exemptions, or advantages, for one's seif

Both of these prohibitions reguire, however, that the receipt of an economic
opportunity or a privilege 1s in "derogation of the public interest.” It is LMHFS's positicn
that employees, their families and businass associates who are income eligible to receive
assistance from the programs of CAP and Human Services will not be injurious fo the
public's interest if certain rules are followed.

+mployees seeking services offered by LMHFS will be held to the same standards
and procedures as the public. Employees will not receive preferential treatmeant when
accessing andfor receiving services.

An employee is required to notify the Director of the affected Division, who in turn
will notify the Compliance Officer, of the intent, or the intent of a family member (as
defined above) or a business associate, to utilize LMHFS services. Employees who
qualify for LMHFS services will be reguired o receive such services at a location other
than their assigned work site. Employees who are processed for LMHFS
servicesfassistance must submit eligibility documentation at the time of service. No
exemptions will be granted for employees who fail to submit the appropriate
documentation. A photocapy of the documentation will be kept an file in the LMHFS
Compliance Office as well as the Dwision providing the service. The Director of the
Division managing the service shall have final approval of any applicaticn to receive
services.

LMHFS divisions may have additional procedures for their respective programs.
Employees are required to comply with all LMHFS division program procedures.
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Tenant Based Rental Assistance Control Processes

Eligihilitv ¢riteria of those parlicipating in Program:

Ceditication that household mects the definition oF honeless

I, lLiving on the street or in an emergency shelier

2. lLaving in places nol meant for human habitation

3. Living in transitional housing {or humeless persons

4. Being released from an inslitution bt kaving lived in one ol the above

prior lo being instilutionalized
5. Facing eviction lrom & private residence within 7 days
Verification of income eligibility
Verification of personal identily ol houschold members (picture identification,
birth certilivates, soeial security cards)

lntakeTdentification process ol clipible participants/pavees:

Stall ol community agencies provide the namnes ol potentisl applicants to the
adminisirative assistant

Poaential applicants may also seli~refer to the program

The list of potential applicants 1s muinlained by the administrative assistant
Statt of communtly agencies are contacted when an intake appointment 15
available and are instructed on what documents are needed in order to complete
the application process

Yerification process for eligible participants/pavees:

All applicants must provide picture identitication ol houschold members over the
age ol 18

All applicants must provide birth certificates for household members under the
are ol 18

All applivants must provide social sccurity cards for all houschold members

Alt applicants with legal immigratiun stalus must provide of such status
Venlwcation of income for all household members

Yearification of the homeless status must inelude a third party verification from a
shelter, ransitionat housing stall, or the reforming agency statl who has knowledze
of the homeless statuy

Verification of eviction from a private residence

Copigs of al! verifications are maintained in the applicant file as parl of the
application process

Allapplicants attend a briefing concerning the obligatioms of the household and
detro [lousing staff



Review and/or prioritizing requests lor service under this Program:
s Lnder HU D regulation applicants ave interviewed in the order that names arc
recervied on the list
o Agency staft who have placed applicants on the list and agree to 6 months of case
management are given priovity for intake as stated in program poley document

Individuals by position delegated responsibility to approve participation
requests/pavment of benelits:
» [lousing specialist makes mitial approval of participation requests and payvments
ot benefits
s Program superviser makes secondary approval of parlicipation requests and final
approval lor payment of benefits
= Division director makes linal approval of participation requests

Oversight of approved requests:
» Administrative assistant maintaing all files of approved patticipation
*  Files are conlidential and are locked in central file room or in the offices of staff

Payment process:

s [lousing specialist compleles computation of adjusted household income and
applicable portion ol renl to be puid by houschold ard Metro Hoosing

= Housing specialist completes vougher reguest for Metro Housing portion ol rent
need

v Housing specialist submits voucher for supervisor approval

« Program supervisor approves payment request, checks are printed and mailed 1o
APProprate parly

Individuals by position delepated responsibility o approve payv requests:
» Housing Program Supervisor

Oversight of approved puy requests:
s Program supervisor maintaing copes of payment requests
»  Businecss office maintains Mles of payment documents
+ [inance department maintains fles of payment documents
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LOUISVILLE METRO HOUSING & COMMUNITY DEVELOPMEST
RENTAL ASSISTANCE I'RROGRAM
HUUSING ASSISTANCE PAYMENTS CONTRACT
{HAP CONTRACT)

Progranr Code | ’l j

Part A of the HAP Contract: Contract Information
(To prepare the contract, fll ot all consract information in Pact A)

1. Ceontents of (e Contiracy
This Contract has three pang;
Part A: Contract Inlarmation
Fart B: Dedy of Contract
Pari 0 Tenanoy Addendum

2. Tenant: This conlract apmics only to the Far:ly designated in this szetion,

_— ’&I_ 1 O ;
s QAT LA Bt o
o Nome orhandsal Fimily Represcniativels) '
L -J;;:,J,:T{;ﬁ' Al “T_i_ii.u.:}.n& Py Aﬂarna)
emily Members: The following persans may reside in the v, Qthar persons rmay 1ot he
decd 1o the houschols without the prigr written anproval of the owner and LMD,

1
L
o

(st full names of all famiiy members)

Tty e

I Contract Unit: This covrtract applies enly to the Unit descrbed in this section.

Eligible numbser of bedrooms: |

Addiess: .
Address ineluding apariment number if any

City, Statc and Zip Code

4. Initiat Coniract Term: * Ttem #4 to be cp mpleted by LMELCD stuff onlv.

The initzal contract term begins on (mmiddivyvy):_ L XJ@/@G{Z}E
1

The initial contract tzom ends on (mm/dd/yyv): { O /}L[_,;g_ﬂg_ﬂa

Page 1 of =
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The Housing Assistance Payment shall begin on the day the bonginyr unit meots
Tovsing Quality Standards, which is considered tn be the lose siart date,

Fhe Owner shall lzase the Coutract Unit 10 *he Family, The Dazse o be execcrad ay the
Family and the Qwner for the Coniract Unit shall b axecuted on a Torm approved oy LM CD.
The Jease shali comtain !l provisions requized by MU, and shall not contain any provisions
prohibited by H1T.

5. Initial Rent to Owner:

- . (i
The mitial montlly cantract seal to owner is' § ;}I_{Jlﬁo e

During the initizl lzass term, the nwmer oy not reise the rest die fo owner

The HaAP coniree eoimmences on the Srst day o the inida! lecss larm. AL “he beminnine of {he

HAY comtnar oo, b mieoun! o e hiousine asaistance wayment By b TMACD 2 the owner

5. 4ER. 00, zermonh

Tirs wnount of the mentiny housing assistance peymenl by the LMIICD w the owner (e suliea
‘o changs during the HAP contract 1n aceordance with this contract and HIUD reguiations,

The poriion of the coniract Tent payable by the fam:ly (tenan’ ren?) is determinsd oy the LWMHCD
in wecordance with HUD regulations and requirsments. The amaunt of the tenant rent &5 suhjoel
to change during the term of this contract,  Any change in the ameunt of tenam rent will he
effective on the dale staled in 8 notics hy the LMHCD ta the [amily and the owpar. The jninai
amuonnl ol tenan? reat payaibie by the family 1o the ownsr 1s 3 S8 £00 _per month,

Tre montaly hovsing asststancs payment is equal to the differonce between the comract et and
the tenant rent.
Neither the LMHCD or HUD asseres any obligation fer the tenaaf rent or for payment of

any claim by the vwner against the familv. The oblization of the LMECD is lirmited in
making housing assistance paymeats on behall of the family in accordapce with this

cantract.

7. Utilitics and applinnees

The cwner shall provide of pay for the utilities ard appliances indicaied below by an Q. The
*anant shail provide or pay for the utilitics and apphances indicated Selow by a “T®. Unjess
stheewise speeifisd delow, the owner shall pay for ali wilites and applsnces provided by e

O

Pape 2 of 3



B2/ans

MeF AR S

ERZ5TAETL D

LOl METRO HOUSIMG

[terp

| s __ Specify Fuel T {Type_

i_I_-Icatin_g_

B'\Ir::u ml s [Bottle Gas [0l or Elcciric [] Coal or Giher

[ Cooking ~
| Water Jfcating

_H\’LTLII'IT (4] ﬂ]BvuIc G [ [JCit or r Blecinie |’_] Cast or Ovoer

. PRGE

edfay

| Provided By

- . ___LW_L;%_____:

! jT'Ifanmru! zas [JBatle Gas {JO or 1T selric [ €oa! ar Clier

Oiher Flestric
| Water o
. ?Ewer
Tmsh Collection
A:T Conditiony; BE
Regi__gcratnr .
Range/Microwave
| Other (specify)

_Lgl@# g

5. Simnatures

Loutsville Metro Mowsing & Community
Pevelopment

o '.-""j
ELE e il T e
I an;e— n%ﬁv Spucialist
j’(( oS
Da fe (mhm/ddy y}ﬂ;} )

/ﬁ,{) Gy ;{ Audmf

Slgnafure— Renta[ Assistance Cookdinator

7. dos—

Date {mm/ddryyy)! J 'kf
ez

e R

Signature- Dlrect:}r of Assistant Dchctor

. f %j‘f 05~

Date tmm/ddivydy)

Fevripd TRIQOS

Owner
o~ 1
S}; w"t‘. Dwmr or Dmtcr s Bepreseitative
\i o/zplzrs
Dae {mﬂ'lfdﬂh’}'}”f} T

Owoer Mailing Address:

—_———

s m‘f&k K% %350

C‘:t}, Sears and ?1p Code

Page 3 of 3
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LOUISVILLE METRO HOUSING & COMMUNITY DEV ELOPMENT
RENTAL ASSISTANCE PROGRAM
HOUSING ASSISTANCE PAYMENTS CONTRACT
(AP CONTRACT)

Program Code | ,’f l

Part A of the HAP Contract: Contract Information
{To prepate the contract, fill out all contract information in Part A

1. Contents of (he Contract
This Comragt has three parts:
Part A Contract Information
Part B: Body of Conrant
Part  Tenancy Addendém

2. Tenant: This contract 2pplies on] ¥ to the Farnily designated in this section,

] J"~-C. T ' .rﬁ'll | P
M Lok e
AT S A G, (R T
Narae dr names of Family Rep resetttativels)

1 rlj' Eower
- -
Family “ e,

Family Members: The following persons may reside ia the umit (Other persans may not be
added o the hovschold without the Pprior written approval of the owner and LMHCD.

{list full names of all family IDEIAbers)

v oa n o
t f:
T;J Whicene -{-5'1 ! Jﬁzjl gy

i

_——

3. Contract Unit: This contract applies only to the Uit deseribed in this section.

Eligible mumber of bedrooms: .

Address: e
tess Including eparimient number if any

City, State and Zjp Code

4. Initial Conbract Term: * Ftem #4 to be cornpleted by LMHCD staff onjy.

: g /
The mitiat contraet term begins on {mmiddivyvy): f / / £/ / d-“'é;

7
Fhe initial contract term ends on {nunfddf}f}ry)é /¢ /;5»; / £7
S

Peage T of 3
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The Hoeusing Assistance Payment shall hegin on the day the housing unjt mects
Hrusing Quality Standards, which is considered to be the Jease start date.

The Owncer shall lease the Contract 1init to the Famnily, The Lease to be exeeyted by the
Family and the Owner for the Contract Unit shall be execursd on a form approved by LMIICD,
The lease shall comam all provisions required by HUD, agd shall not cowtes ANy provisions

probibited by HUD.

3. Tnitial Rent to Owner:

Fhednitial monthly conlract remt 1o owner is: § _-S_ ZS ST o

Dhring the initial Jease term, the ownsr may ot raise the rent dus th owner,

6. Initizl Housing Assistance Payment *Teom #6 ¢o be completed by LMHCE staff anly

The HAY eontract corumences on the first day of the mitial lease torm. Ar the Deginning of tha

FAF vonizgct tenn, the amount of the hoising assistagec gaymcnl by the CMVITCD to the owner

55 _ . f?j_&_‘_{ B per monte,

The amaunt of the monthly housing assistance paymernt by the LMHCD to the OWDner 15 sublect
to change during the HAP contract in accordance with this sontract and HUD regulations,

The pottion of the contract rent payable by the family (1znant rent} is determined by the LMHECT
in accordance with HIUJD reguiations and requirements. The amount of the tenent rent s subject
W change during the ‘erm of this contreet,  Any change in the amount of tenant rent will be
effcctive on the date stated in a notice by the LMHCD to the family and the owner. The initia!
amount of tenant renl payable by the family to the owner {s 5 / LX) per month.

The monthly bousiug assistance payment is equal 1o the difference hetween He conltact renl and
ths tepant ront.,
Neither the LMHCD or HUD assumics any obligation for the tenant rent or for payment of

aky claim by the owner against the family. The abligation of the LMHCD is limited to
making housing assistance payments on behalf of the family in accordamee with this

Toniract.

7. Utilities and spplinnces

The owner shall provide or pay for the utilitics and appliances indicated below by dn *“0O%. ‘[he
tenant shall provide or pay for the utilitics and appliances indicated below by a “T™. Unless
atherwise specified below, the owner shall payv for all utilitics and appliances provided v the

UL
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Heating [

_ltem Spwtf v Fuel Type
ﬁéaulral 23 [_]‘Houlv;r 114 |'|£‘:| T -r'lccrrn: T Conlor Gthv.-.r'“ {

Prowded Bv Paad H}

PaCE a7fs

T

'[;Crl::kr:ug

| Gther Fleotric

Water o
_Hewer
| Trash Colicction
Alr Conditioning

P ~ il

Refrigerator
Ra_nneﬁhcrﬂwm o

01]1Lr ;sE_qu}
L[_._[ (e '1}_l ——

8 Signatures

I.’]uu;s/lljlc Metro ‘-Izémg &kummuuiﬂ

eve uﬂmem

?'#__-_xﬂ_u.xf‘ =
‘:. ecialist

| ﬁ%(&{@ﬁ
ate {mMmidd/yyyy)

Revised #/2005

Water Heating ' ..I 32: ur.':1 THE L]l!-ii-"le Ghs ﬂD:i nt Eiccitic [] Cowi or Cther |

ad
s

. F:;_‘ -.__.!
_E'. ——

Oener

III/' - ___|'i' v l- |
AR G
=

r}utui‘f -Owaer or Owner's Representative

-. =! {j/f !;f lru
Date (mm/dd!yyyy) - B

Cwner Mailing Address:
~
|

v -
4O fox 4
{epa- R R

City, Stats and Zip Code )
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(XN
LOBISVILLE METRO ROUSTNG AUTHORITY
BUL ¥ine Srreet Lapigville, Kentucky d0204-2098 (307} S69-6080
TT3 Vsers Only {302) SK7-0831 YWaiting List (507) SB84.1704 Fax {5002) SRT.H12T

REFERRAL TO LOUISVILLYE METRO TIOUSING AUTHARNY

REASON FOL HEVERBAL: (CRECH ONEY | HOML / SHELTER AL
FLUS_ OB _

REFERWTNG A FENCY INFORMATION

err..':i::g Agency _Lalizville Meiss Housing & Commpyity Deveioomen] D 7"‘}(4/&

fldrees” TA% W Adain K5 —[nﬁ{:r].«.,'.;' Leivilly, WY 20202 —  Flrunme _374. 3660
{Strcst o7 20 Any ad 25 p Cade)

Eraff Muemher Completing Furm Michel: Bright _ Zaee Munager GFAitYoendl _-"/ % L

HYFERRED FAMTLY INEQRMATION
S A — ) e
sav JEFEY E)Lﬁi&aﬂﬁ (t Japinoiom 1715 Wi

ACTIRFSS (i epatonkle

Sreel] Oy}

.HI;:_J .E.E'-':ipj

.

ARG ADLIRESS £ different frem asowe]

—_—

{Sireat] Sl T s @y
HUOMA PHONE _%“UHK PUCWE . _ _ _ OTikw

OTHER SCHRINIEED DOUSTNG INFORMATON
IF CVIRRYNTLY TWDER AN ASNTSTELD LEASE WHAT 4 THE LXASE fND DATTEY

Applied 17 Sectics & Weiting Liss? .
Waiting List Inlermation [Cali 584-1704)
4 aorthe Weiting List Local Treforense CAnplization Dn*u B

Usdafe cane i “upprag ag? _ Dn Secton & befhre? LU WEen

Debi o Hous g fmth.;mr}' . __ Waiting Vgt oildess within lase f momehs,
Wha?_ © What hasy apsnzd H ot Ver muds?

LIST ALL PERSONS WIHO WILT FIVE IV ABLSISTED HOUSING,:
FULL NAME RETATIONSHIP  DATE OF BIRTH  AGE S5k MARTIAL
STATUS
fﬁrﬁf zﬁ‘mﬁ(ﬁ J,Lﬂff*

sre 1A claldren e ehoeve i the cosiody nf e whelts 30 5205 ho sl d) e, exlain ao o
Seprate alial of mapes,

any member lited above handicapped ar disabled? Wha

Toeés wy adult if:ted above have o elony Conviztion e Drrags ar Viaten: CT.mes within fhe lase § vanrs?
I y=s, peewide waud doznentaanr., ' '

FPORULD'S STATISTICAL BFLUPOSES GNLY <«

Waca {Theck nne aniy) Sthadsivy (Check o aalyy

Wi ___ Higpuni:
. m'l"k _ . Mo T pande
----- 2iican wdialative Atasknm .

__ r".ﬁl;.lL" Pt [lardur



SURCES UF ENCUME: Listali checks aud ey Yam AN everyons who il ke Dy oyour ssssted heeseiould
MEW rmacjug,

ENOLD MEABER SQRCE OF TNENME AMOENT C.}
’.'?;(_,- fﬁiﬂ?f ,{@@5 — AL Perdoml Annal 3 CF
e —— e — _Ter ionti —
. . _ ) _ . Terdomb - .
T T T T e = TATAL S

HAKT PARTICIPATION: Have you pwer appicad for or partisipuied I Scoticn B Renial Asslstanes Mopra
of Fublic Housing® I yes, when aed wiere

Die e have su nttamling deb: owe i Housize Awthonity? |
IT2as, aracunt iF known i

ARDYITONAT. INFORMATTON

it The Case Magager will be o L R 1 1o 120 T

b Tas fantly 20d ile Case Manager apres o parkigate it a case nanagement e lationstier, at least unlil tas
family 3= ovier lease in thedr Seetion ¥ unit.

. Tae Jamily has shuwa Geelf gmenafds t0 crse managenent, briefiy exnlain;

flgw lens havs you warked wit shis Fint _ . . - ¥

j‘e&/ ' 4 J.f;/ﬁf

._S.;_gﬁr::'.uéa' guncy :S'af_?ll_mr'l_pﬂu ul it of f.:x;n]: I=vion

i Foon

wignature of Kead af Hausohosn Dhte

¥ indoaenation s repored in error ve mited Som s lonh, e famsly mayv be detmzmined 10 Ge lnelizhie foy
Tsistmnes Tased 00 g reterl,

Equal Rausiap (zporusy
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MONITORING SCHEDULE
2008
JEDRG, HOME, SEG HOPA )

JANLEARY - .

Frgaram Catagory Type of Momtoriog
Eousing sudbmoribw'Clask=dale COBEG External Subrecipient Sre=ito
Joffer=an 5t Baptist at Liberty (Essantial & Cpararian) ESS Dosk

The Healing Flace [Frevention & Cperalion) ES5 Cress
FESRUARY - . .

Frogram LEfagary Type of Mondonng
Farruiy 3l Chiltvar First [ESG Dask

MAREH — — - -
Bragrart Categary Ty of MornioRrng
Mew Dingcdions Srnokotovan COBG Eatn-nal Subreciplant On-sile
Guard:atarne Sondors. [ne. ESG (esk

{HOHY Prograen EICHAE Desk

Bpril * . ' Cow -
Frodgrsrm Caooeny Tyoe of Manitanng
‘fadZh Safe Piaca Senvices.FPrevendion ESL3 Desk

Legal Aid Society HICH WA Qesk

Leqal Aid Socicty ESG Desk,

MaY T T AR

Sronpram Caleqary Typn i Manitoang
Lenal Aid Socely-Predaiony Lenchng ICCBG Extamal Subcacpan [hask

Leuigwille Heal Estate Dy, Corp-Park Duvalle Redeyelopment  CLES Extemal Subwacipen Lin-gite

I*hoenix Health Camter [E5c: Mgk

JUNE e I
Pragram Categorny vee of Mogfaring
Hausing Partnership Inc,-Brendsa Drive CUBG External Subregipient Qin-site

Hausing Partnership lrc, -Homeswnaship CounselingEducatlon |COSG Extednal Suhrecipien: Ooesite |
3t John Cantgr (Fssential & Operalbons) EiG . Desk
Choices, [ne. {Essential & Clperalans) ESG Desk |
Amcrican Mream Dpwmoaymont Indiative HCMFE _.__Desk |
St Wincend de Paul (Essenlial & Operakbcne) ESG Liack

WJULY . . . .

Frigram Caléocey Tupe of Momifdring
Craliion for the 1lomeiess-Centinaurm of Care COBEG External Subredipient T
wWayside {Easential 3 Operations} £S5 ... Dess
valuntenrs of Ameiica I ). Demsx

Hownie a7 e Innaccnis-Prapeet Keepsake- Cesenlial Ca5 i Desk.

Tenard Based Rontal Assisianct | FIFWA, R Desk

Houze 0f RuthfGlade House Hows: ng Proy. HOFYA Disk

AUGUST . Lo L.
Frogram Categany Ty 2 AMoniihini
Carer for Accassible Living-Ranps CLHEG Exemnal Subkocpent | o On-ane
Hause of Rutlh'Glade House iEssenbal) Escs o Desk

lanant Based Rental Assistance OME 1. . Desk
Salvation Ay [ ssential) ES% Dk
ESEFTEMBER .. . -.. e . .
Program Calggory Twge of Momtanng

| Metropaltan Fawsing Coahbon-Mon profil Housing Allianse (GO0 Exlemal Subrecrdpiant Desk
Wolunieers of Arerica-Family Energency Shelter- Bemovation__ [ESE Desk
alunteers of Amarica-Grace House-Rengyaton ELG Desk
allspring-Jourriey Houso- Essordal E503 Uesk
OCTOBER :o : .
Program Catacary o Tepe of Maomitonng
Urban Lesnua of Louisslla-Fair Bousing Awarenessducation  |CORG External Subrecipient | 2in.site

Urladn Lasgua of Louisyil e -Hemacsmers il Caounsallog CAG Extornal Subreciment 2N -5ite

ey Divactinds-Heay Hoose-Hannvah ot [t Desk

Sroient Wennan Ine_ -Operalans [ Desk

Aids |ntarailn Minisies HasL Disk

Heasier Hillg &ids Condition | HOFWA Desk
HEWEMBER.. . ... .. L
Pragraf Calgeony Tee of Mangrng
Teffersan S1 Beplist Genter. Inc, tOperations) ESC Desk |
Fettersan 51 Beplist Cenler, Inc.-Fresh Siart (Qperations) EECE Desk |
Homebuyer fssisiance HOME Lesk
DECEMEER S . e ' .
Bragranmt " Calegory Tyoe of Moniodng
Cenber for Yomen and Familios (Qperations) j EEC . B Cosk
Yellspring-Ardery House (Operatans)] ESG Ciask
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3)

[JJ

LEAD Grant Ten Point Qutreach Plan

HFS will send requests to all 26 member of the Meire Counctl, asking tor conlact
intormation for groups in their districts which might have propeny owners whosc
praperlies would be eligible for lead remediation, sending information 1o these
groups neilying them that remediation fends arc avaiiable, and asking for
opportunitics 1o address these groups;

‘The Louisville Metro Housing Autherity will send information in their newsletier
to landlords, notifving them of the Tead program assislance;

The 1ousing Authority will also send intormation to their Scction 8 houscholds,
also natifying them that assislance is available if they suspecet the rental units they
occupy could be in need of remediation:

HI'S will staff a table a1 the Portland Family Health Center on at least a monthly
basis, and speak with neighborhood residents when they come to the Center for
health-related issues;

In March, Porttand Neighhorhood will sponsor a health faic for expectant
mothers, and TIF S wili have a booth ot this event;

HES will contact ovwners of multi-family rehabilitation projects who have
approached the Housing Division {or olher assistance, to advise them of'the
availability of abuement assistance;

HFS wall solicit the assistance of churches in our Target Arcas, and provide flvers
which can be distributed 1o their congregations, advising ol the availability of the
prOpratm;

ITES will conlact various multi-tamily proporiy-oswner assaciations, and ask to be
allowed w address their membership or provide (vers which can be distributed.

HEFS will send letters 1o neighborhood associalions in our Target Arcas, and in
odher areas where children with elevated blood ieveis have heen found -- and
provide tlyers for distribuiion. HFS all also ask to be allowed to speak to groups
affiliated with these neighborhood associations.

TV HIFS will work with the new Neighborhood Stabilization Prosram to pursuc

opportunitics for remediation which might be found.
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Shelter Plus Care Population (ioals

Grant N umhcf

KY36C30-1001

K YI6C60-1024

Dates

| KY36C60-1023

K Y36C90-1002

Persons served

KY36CH0-1021

CKYI6C50-1024

KY36C90-1005

K Y36C90-1005

Strect

- Garant Name Fersons to he
served

Shelter Plus 701200710 | 31 42
Care [V /3002008
Seven Counties 611372007 1 N 23 37

, F-;en:iccs Sh cltcr {}ﬁ.-'f [ 2-"’2':'[.:'3

| Plus Care
Shelter Plus 70120070 |7 14
Care Interlink A-30-2008
Shelter Plus | 3/16/07 1o o T
Care SL. H2UE

| ¥incent elaul
Apts | o R
Shelier Plus T-01-2007 10 P71 165
Care HI G-30-200%
Shelter Plus | 7-01-2006 10 | 171 [ 245
Care iI1 6-30-2007
Shelter Plus | 3/24/06 1o 10 16
Care JelTorson 32307 :
Strewt
Shelter Flus 32457 o 1 10}
Cara Jeflerson 323008
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2007 State Summer Food Approval:

Api L, Arove - Husrision and Peslbl Servd oes

Litordveve, Sniihfodaraaon. Y. g0y,
Tuosday, Hay "L, 08T L0057 oAaM
T Wooten, Roonda

Suhiooit: 20 Approe: . oz funds aso

Shomaaac

nawd Lalked Lo o by MoCosn, USO8 &L anla and o sho stalosd that 2D Lha
Sands ave ssad for "TrogreT txpansion" snd In o coodunctian withn bhe S-5D10
werd odar, aliilee Lhe Zusas Lo assosy obildoon wilDh "camn sonolsossios"

Doom o low LreoeEry B2ToaAs ol LanilEviorla,

2008 State Summer Food Approval:

From: Smith, Steve - Nutrition and Health Services [maifto: Steve. Smithi@education. ky.oov]
Sent: Monday, February 11, 2008 10:12 AM

To: Waooten, Rhonda

Cc: Grammer, Robin; Bates, Andrew: Miles, Mary E.

Subject: RE: SFSFP Fund Approval.doc

Per our discussion and my conversations with Kalthy McCosh, USDA, the use of excess program
furds can be expended far "Program Expansion” far children and the SFSP in Louisville,

Your request has been approved.





