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C%A\ Office of the District of Columbia Auditor

The Honorable Mary Cheh

Council of the District of Columbia

1350 Pennsylvania Avenue, NW, Suite 108
Washington, D.C. 20004

Letter Report: Examination of Non-Governmental Organizations (NGOs) Receiving Local
District Funds to Provide Homeless Services in fiscal year (FY) 2014

Dear Councilmember Cheh:

Pursuant to your request, the District of Columbia Auditor conducted an examination of non-
governmental organizations (NGOs) receiving local funding to provide homeless services in FY
2014, see Appendix 1. The information in this report was provided by the Department of Human
Services (DHS), the Child and Family Services Agency (CFSA) and The Community Partnership
for the Prevention of Homelessness (TCP).

Background

The Homeless Services Reform Act of 2005 (the Act), as amended, states that District residents
— individuals or families — can receive services if they are homeless or at imminent risk of
becoming homeless. In most cases, the District relies on NGOs to deliver the services.

Consistent with federal homeless policy and as stated in the Act, the District has established a
comprehensive system of services for individuals and families who are homeless or at imminent
risk of becoming homeless called the “Continuum of Care” (CoC).! The District’s CoC is designed
to serve clients based on their individual levels of need and includes crisis intervention, outreach
and assessment services, shelters, transitional housing, permanent supportive housing, and
supportive services. CoC services are carried out principally by the Family Services
Administration, within the Department of Human Services (DHS), utilizing federal and local
funds.

For the last 22 years, since 1993, DHS has contracted out the management of the District’s CoC
to The Community Partnership for the Prevention of Homelessness (TCP), a District-based non-
profit 501(c)(3) organization. This arrangement was the result of a Memorandum of
Understanding between the United States Department of Housing and Urban Development
(HUD) and the District government directing the District to contract with a local non-profit
agency to overhaul the District’s approach to homelessness by being “entrepreneurial and
customer service driven.” As described in The Urban Institute’s assessment of the arrangement,
the goal was to transform the District’s approach and response to homelessness, which had been
referred to as a “non-system” and described as “warehousing” people, to one focused on
comprehensive services for those homeless or at risk of homelessness. TCP was subsequently

1 The United States Department of Housing and Urban Development (HUD) defines a Continuum of Care (CoC) as a program that
“is designed to promote communitywide commitment to the goal of ending homelessness; provide funding for efforts by nonprofit
providers, and state and local governments to quickly rehouse homeless individuals and families while minimizing the trauma and
dislocation caused to homeless individuals, families, and communities by homelessness; promote access to and effect utilization of
mainstream programs by homeless individuals and families; and optimize self-sufficiency among individuals and families
experiencing homelessness.”
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created and now holds two separate management contracts related to the CoC — what DHS
refers to as the “management contract” and the “sole source contract.” Both cover management
oversight for homeless services but the sole source contract is separate and distinctive because it
provides management oversight for specific, place-based services, primarily shelter. The two
contracts are discussed in greater detail below.2

In FY 2014, District agencies contracted for additional homeless programs outside of the
contracts with TCP. For example, DHS paid District and Maryland motels directly to house
families when shelter space was unavailable. Additionally, while the TCP-managed Continuum
of Care contracts included a Permanent Supportive Housing Program (PSHP), DHS
independently contracted with nine NGOs to provide case management services for a separate
PSHP that it operated. Also, while the Rapid Rehousing Program (RRH) was a component of
TCP’s contract designed to provide urgent housing solutions to those who are homeless, CFSA
operated a separate RRH program for its own clients with the assistance of four NGOs. Figure 1
provides an overview of the agencies, programs and the local dollars expended in FY 2014,
which will be discussed in greater detail below.

Figure 1
District Agencies Spending on Homeless Programs Involving Local Dollars in FY
2014

# of
Contractor,
grantees,
Homeless Program and/or
businesses
receiving
funds

Number of
Subcontracts

District

A Local Dollars
gency

DHS Continuum of Care
management contract 1(TCP) 68 $66,513,814
Continuum of Care sole
source contract 1 (TCP) 63 815,807,087
Payments to motels for
providing shelter 5 N/A $8,718,285
overflow rooms
Permanent Supportive
Housing Program 9 N/A $8,074,841
(PSHP)
Emergency Rental
Assistance Program 4 N/A $7,729,972
(ERAP)

CFSA Rapid Housing Program 4 N/A $2,253,448
Total $109,097,447

2 In FY 2014, the contracts did not follow the FY, but were made up of three different contracts/extensions for the following periods:
1) October 2013; 2) November 2013-January 2014; 3) February-September 2014. DHS has adjusted the contracts to coincide with FY
2015.
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Figure 2 presents the total local dollars expended for homeless programs to NGOs in FY 2014 as
a percentage of total spending.

Figure 2
Total Local Dollars Expended for Homeless Programs to NGOs in FY 2014 as a
Percentage of Total Spending

2%

m DHS/TCP CoC Management
Contract

m DHS/TCP CoC Sole Source
Contract

® DHS Payments to Motels for
Shelter Overflow

m DHS PSHP - Case Management
Contracts

m DHS ERAP Grants

m CFSA Rapid Housing Program

The best estimate for the number of homeless individuals in the District in 2014 comes from the
Point-in-Time (PIT) count.3 HUD requires that the CoC entities conduct an annual PIT count of
homeless persons who are unsheltered and sheltered (i.e. in emergency shelter, transitional
housing, etc.) on a single night in January. During FY 2014 the count was 7,784, a 12.9 percent
increase in the homeless population over the 2013 count. While data from the 2015 PIT count is
not yet available, another surge was expected for the 2015 hypothermia season.

Objectives, Scope and Methodology
The objectives of this examination were to determine for FY 2014:

1. The name and number of NGOs receiving local District funds for homeless services;
The amount of those funds;

How long each NGO has received funding for that service;

@ Db

How many homeless individuals and families each NGO served and how it has been
documented;

5. The amount spent by NGOs on program costs (i.e. supportive services, direct costs of
services to, or rent-related payments made on behalf of, homeless individuals); and

6. The amount spent by NGOs on non-program related costs (i.e. operating costs,
administrative fees and indirect costs).

3 TCP has conducted the Point-in-Time count on behalf of the District since 2001.

Examination of Non-Governmental Organizations (NGOs) Receiving Local District Funds to Provide Homeless Services in fiscal
year (FY) 2014

Office of the District of Columbia Auditor

March 5, 2015 Page 4



Our examination was limited to local dollars and did not include programs targeting Veterans
and survivors of domestic violence, since they are funded primarily by federal dollars.

Because homeless services are provided by multiple District agencies there is no overall and
easily identifiable District budget for homelessness. In 2014 DHS and CSFA were the only
agencies that provided homeless services solely funded through local funds.# For CFSA and
DHS, as well as TCP, we reviewed contracts, grant agreements, budgets, actual spending reports,
and performance data for relevant NGOs. We also interviewed key staff members who were
responsible for compiling this information.

One of the concerns in your request was the proportion of homeless funds that directly serve the
homeless, as contrasted with what might be generally seen as overhead or administrative costs.
Providing those distinctions has been difficult because each agency, and the various grants and
contracts they used to allocate local funding to NGOs, used different ways to identify program—
i.e. direct services—and non-program costs. For example, some contracts or grant agreements
established a fixed administrative fee for NGOs to carry out the program. In those cases, we
identified those administrative fees as the non-program costs and referred to the remaining
amount as the program costs. We also calculated the percentage of non-program costs as a
percentage of the actual costs expended by each contractor because it answers the question of
how many dollars and what percentage did not directly go to serving the needs of homeless
individuals and families.

Because this is an examination, and not an audit, we did not conduct a data reliability
assessment or otherwise verify the information provided by these entities. Therefore, the
numbers in this report should be regarded as unaudited figures. We did not conduct the
examination as an audit as defined by the Government Accountability Office’s Government
Auditing Standards.

Results of the Auditor’s Analysis

The following summarizes information obtained from DHS, CFSA and TCP on six different
homeless programs, and is ordered by descending value.

DHS: Continuum of Care Management Contract

In FY 2014, DHS spent $66,513,814 on its CoC management contract with TCP and provided
48,456 beds or other units of service (such as an apartment or outreach services for an
individual for a year). As part of this contract, TCP was to establish a competitive system for
awarding subcontracts to various NGOs — to not-for-profits as well as a limited number of for-
profits — for carrying out the CoC, such as street outreach services, security services and low-
barrier emergency shelters (overnight shelter without the imposition of identification, time
limits or other program requirements). Among other duties, TCP was responsible for providing
oversight and monitoring the subcontractors’ scope of services. TCP was to receive a fee for
providing administrative management oversight not to exceed 8 percent of the total cost for the
contract components.

4In FY 2014, the Department of Behavioral Health spent approximately $2,000 with two mental health providers to support
outreach during the declared cold emergencies. Due to the low amount of the spending, and the fact that DBH does not regularly
contract or grant with any outside provider to provide services for homeless initiatives, we did not include this spending in our
analysis.
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The contract also required that subcontractors report on the services provided by entering data
in the Homeless Management Information System (HMIS), which TCP manages and refers to as
the primary repository for client level data for consumers of homeless services in the District of
Columbia. Additionally, the contract stipulated that TCP ensure that “designated DHS staff has
access to all information within the HMIS” for programs and services covered in the CoC
management contract.s

DHS Over-Payments Identified

TCP’s billing method led to DHS overpaying TCP approximately $4.2 million or six percent of
the total DHS paid TCP for the management contract in FY 2014. TCP billed DHS monthly with
the first and last monthly invoices of the fiscal year submitted as estimates for cash flow
purposes and because subcontractors’ spending reports were unavailable at the time TCP billed
DHS. TCP officials explained that DHS approved this practice and it has been in place for
several years. According to TCP, the over-payments are used in the subsequent fiscal years.
When requested, DHS did not provide a reconciliation or an explanation for the $4.2 million
over-payment.

Figure 3 shows information provided by DHS and TCP on the billed amounts, payments, actual
costs, and over-payment related to the CoC management contract in FY 2014.

Figure 3
Total DHS Over-Payment to TCP for Management Contract, FY 2014

TCP’s Estimated Costs, Actual Costs and Over-Payment made by

DHS Amount

TCP Billed DHS for Estimated Providers' Costs $61,742,340
TCP's Administrative Fee Billed $4,771,474
Total TCP Management Contract Billed/DHS Payments $66,513,814
Actual Costs TCP Paid to Providers $57,712,382
Actual TCP Administrative Fee to be paid per Management Contract (not to

exceed 8% of actual costs TCP paid to providers) $4,616,991
Total Actual Costs for Management Contract $62,329,373
Total DHS Over-Payment to TCP for Management Contract $4,184,441

DHS’s practice of paying estimated costs presents several concerns. Per the contract, TCP is to
submit to DHS invoices for “supplies delivered and accepted or services performed and
accepted,” and the District shall make payments upon those invoices. The contract language is
correct, but because the contract between DHS and TCP does not, and cannot, provide for
billing estimates, the advance payments of estimated costs not only constitutes a violation of the
terms of the contract but also violates District law. DHS’s practice of paying for estimated costs
also presents Home Rule Act and Anti-Deficiency Act concerns.

° Federally-supported homeless services require providers to maintain a Homeless Management Information System.
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One result of TCP’s method of invoicing estimates for the first and last months of the fiscal year
is that the District paid for services that were not provided during that fiscal year. According to
TCP, the over-payments were used to pay for services in the following fiscal year. The Home
Rule Act requires that all unspent money be returned to the General Fund at the end of the fiscal
year because there remains no ongoing appropriations authority, unless otherwise specified by
law.

Additionally, there are Anti-Deficiency Act concerns arising from the over-payment from DHS
to TCP. In general, the Anti-Deficiency Act (both federal and local) prohibits the obligation or
expenditure of funds in advance or in excess of an appropriation. It is well established that when
resources remain unspent at the end of a fiscal year, they may not be carried over or used in the
next fiscal year without an appropriation for the following fiscal year.

Finally, District policy prohibits the payment for goods or services in advance of performance,
subject to some very limited exceptions. It appears that by leaving the funds with the contractor,
DHS is paying for goods and/or services for the next fiscal year, in advance of receiving them.

These concerns require a comprehensive review of the contract, the specific appropriations for
the relevant fiscal years, the services received for the estimated invoices and payments, and an
application of the relevant local and federal laws. This review will be included in our upcoming
audit of the CoC management contract between DHS and TCP.

This method of billing with estimates resulted in TCP over-charging for its administrative fee. As
seen in Figure 3 above, TCP charged $4,771,474 for the administrative fee based on the
estimated providers’ costs of $61,742,340. Per the contract, the fee is not to exceed 8 percent of
the total cost for the contract components, but the amount TCP billed, and DHS paid, was 8.27
percent, exceeding the maximum allowable administrative fee by $154,483. TCP’s maximum
allowable administrative fee for FY 2014 should have been no more than $4,616,991,
representing 8 percent of $57,712,382, the actual program costs TCP paid to providers.

With regard to the $4.2 million overpayment, TCP explained that it works in conjunction with
DHS to identify funding priorities on which to spend the over-payment in the following fiscal
year. These funds are in addition to the amounts allocated to the subcontractors per their
contracts. For example, in FY 2014, TCP carried over $4,184,441 that it received from DHS and
is spending the funds in FY 2015 on DHS and TCP-identified priorities, such as the purchase of
new vans, staffing for the motels, and additional transportation, as well as expansion of the
Rapid Rehousing Program (RRH). Similarly, in FY 2013 TCP did not expend all of the funds it
received from DHS in FY 2013 and reported that it spent the over-payment of $665,508 in FY
2014 on priorities such as paying rent for a shelter and bringing subcontractors into compliance
with the District’s Living Wage law.

When ODCA asked DHS about this practice, DHS originally stated in an email that

TCP bills DHS for services rendered and identified operating costs (i.e.
rents) that must be paid to subcontractors and landlords by a target
date. Because coverage of these costs would create a potential cash flow
issue for TCP, DHS allows TCP to invoice monthly to cover such
expenses. It is not an estimated bill, but an anticipated bill based on past
and current expenditure levels. The difference in actual versus anticipated
funds may be spent on jointly identified priorities in concurrence with
DHS prior to the conclusion of the fiscal year. DHS is not aware of any
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remaining funds that are not refunded to DHS at the conclusion of the

fiscal year.

Shortly after the receipt of the above email on March 3, 2015, DHS provided a revised statement
deleting the sentence, “DHS is not aware of any remaining funds that are not refunded to DHS

at the conclusion of the fiscal year.”

Figure 4 shows the providers who received funds in FY 2014 from the FY 2013 DHS $665,508

over-payment with the largest amount $485,689, or 73 percent, allocated to TCP.

Figure 4

TCP FY 2014 Spending of FY 2013 Over-Payment of Management Contract

Provider Service Amount
The Community Partnership (TCP) | Family Re-Housing Stabilization $471,72
Program (FRSP)/RRH 471,727
New Hope Ministry Open Door Shelter $30,403
The National Center for Children & | Consultation sessions for DC
e $29,560
Families General
United Planning Organization Non-Hypothermia Hotline
. $25,121
Transportation
Echelon Community Services KIA III $20,964
New Hope Ministry John Young Shelter $19,859
Coalition for the Homeless Emery Shelter $17,958
Coalition for the Homeless Blair Shelter $15,325
The Community Partnership (TCP) | DC General $12,532
Coalition for the Homeless Valley Place $10,545
Coalition for the Homeless La Casa TRP $10,114
The Community Partnership (TCP) | Supplies $1,400
Total $665,508

Range of Program and Non-Program Related Costs

Not taking into account the over-payment, program costs made up 62 percent and non-program
(operating and indirect) costs made up 38 percent of the $62,329,373 (including TCP’s
administration fee) in actual costs of the DHS/TCP Continuum of Care management contract in
FY 2014.

As indicated above, seeking to define costs that constituted direct services to individuals, which
we are referring to as “program” costs, is an imprecise exercise given definitions that can and
likely have been interpreted differently by different NGOs. It is also the case that the very wide
range of “non-program” costs reported to us would indicate a need for greater clarity in
allocating costs as well as more consistent, and more consistently robust, oversight by DHS.

To identify the amount subcontractors spent on program and non-program costs, we referred to
TCP’s “Budgeting and Invoicing Manual - DHS Contracts” (Manual). While the Manual does not
use the term “program costs,” its definition of “supportive services” represents costs that are
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directly related to providing services to clients. Also, TCP has subcontractors identify “operating
costs” and “indirect costs” (non-program), both of which are not directly related to providing
services to clients, according to the TCP Manual. Figure 5 outlines how TCP advises
subcontractors to identify supportive services, operating and indirect costs.

Examination of Non-Governmental Organizations (NGOs) Receiving Local District Funds to Provide Homeless Services in fiscal
year (FY) 2014

Office of the District of Columbia Auditor

March 5, 2015 Page 9



Figure 5

Description of Expense Categories from TCP’s Budgeting and Invoicing Manual

Supportive Services
Costs (Program)

Operating Costs

Indirect Costs

(Non-program) (Non-program)

This category represents
expenses directly related to
the services provided to
clients in the program.
These costs include:

e Personnel working
directly with clients

e Supplies used by the
clients

e Phones provided
primarily for client use

e Food for clients

e Costs of training
provided to the clients

e Transportation of clients
(costs of public
transportation and/or
private transportation
provided by contractor.)

¢ Client Costs

This category represents costs
associated with the day-to-day
operation of the program and
its facility. These costs include:

e Personnel directly
supporting the operation of
the program including the
manager of the program,
maintenance staff for the
facility, HMIS staff, security
employees (paid through
payroll)

e Utilities

e Minor repairs (see limits on
page 5)

e Equipment/Furnishings

e Security services provided by
a contractor

e Insurance

e Telephones, office supplies,
and computer costs for
supportive and/or operating
personnel

e Occupancy-Rent for
program space

This category represents costs
associated with administrative
functions of the organization
and is related to the program,
but not included in the
allowable operating costs.
These expenses are capped at
10% of the subtotal of the other
categories, and at this time,
TCP does not require
documentation of these
expenses. However, the
contractor must have an
administrative overhead rate
on their audited financial
statements equal to or higher
than the rate budgeted. These
types of costs include:

¢ Personnel engaged in the
overall administration of the
program doing activities such
as preparing payroll, paying
bills, preparing invoices for
TCP, office management.

¢ Bank fees

e Office supplies for
administrative personnel

TCP provided FY 2014 spending reports for 68 subcontracts, which were detailed by specific
costs related to these categories of supportive services, operating and indirect costs, and
approved for payment by TCP. To provide greater insight into subcontractors’ costs, we totaled
the costs affiliated with personnel (i.e. salaries, payroll taxes, fringe benefits, and consultants)
for both supportive services and operating costs. We also calculated the total supportive services
(program) and operating and indirect costs (non-program) to determine what percentage each
comprised of actual costs.

TCP was also responsible for carrying out some of the contract components of the CoC
management contract, thus it served as a subcontractor under the management contract
between DHS and TCP. Of the 68 contracts, 58 were subcontracted to service providers and 10
were subcontracted to and carried out by TCP. Essentially, TCP managed itself in the following
areas:

e Supplies, Material and Equipment;
e Maintenance of District Owned facilities;
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¢ Permanent Supportive Housing Program (PSHP) Singles — One Time Cost;

e PSHP Singles — Rent;

e DC General;

e Hypothermia Shelters (Families) Short-Term Leasing;

e Family Re-housing and Stabilization Program (FRSP)/RRH;

e Local Rent Supplement Program (LRSP);

¢ Permanent Supportive Housing Program (PSHP) Families — One Time Cost; and
e PSHP Families — Rent.

This resulted in TCP providing services under the management contract that had an actual cost
of $22,427,048 of the $57,712,382 in total actual costs. TCP received an administrative fee for
managing the contract and in addition charged an administrative fee of $388,829 for operation
of the shelter at DC General.

Our analysis of the subcontractors’ spending reports identified a wide range of percentages for
non-program costs to total actual costs within the same category of service, including:

e Street Outreach: Eight providers ranged from 0 percent (Community Council for the
Homeless, Rachael’s Women’s Center, First 7th Day Adventist Church, and Salvation
Army) to 29 percent (Neighbor’s Consejo);

e Low Barrier/Emergency Shelter — Single Adults: Six providers with a range of 36 percent
(Catholic Charities) to 85 percent (New Hope Ministry);

e Temporary Shelter — Single Adults: Two provider contracts, both Coalition for the
Homeless, range of 38 percent to 50 percent;

e Transitional Housing Programs — Single Adults: Three providers, range of 11 percent
(Catholic Charities) to 59 percent (House of Ruth);

e District Permanent Supportive Housing — Single Adults: Three providers, range of o
percent (TCP) to 34 percent (TCP);

e Homeless Services for Youth: Six providers, range of 17 percent (Latin American Youth
Center) to 68 percent (Sasha Bruce Youthworks);

e Hypothermia Shelters — Families: Two providers, range of o0 percent (TCP) to 42 percent
(TCP);

e Family Intake Center: Two provider contracts, both with Coalition for the Homeless,
range of 39 percent to 44 percent;

e Temporary Shelter — Families: Three providers, range of 20 percent (Jobs Have Priority)
to 51 percent (Capitol Hill Group Ministry);

e Site-Based Transitional Housing Programs — Families: Two providers, range of 39
percent (Transitional Housing Cooperation) to 47 percent (Coalition for the Homeless);
and

e District Permanent Supportive Housing - Families: Three providers, range of 0 percent
(TCP) to 19 percent (TCP).

These wide ranges raise questions regarding whether the maximum dollars are going toward
program costs. While we have not identified any specific non-program costs as inappropriate,
these ranges themselves indicate a need for greater monitoring on what is an allowable range
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and/or a maximum percentage that can or should be spent on non-program related expenses.
Should such a limit be pursued, it would not apply to the subcontracts that solely provide
operating services, such as security and maintenance. The Manual does provide a cap for
indirect costs. As indicated above, the Manual instructs subcontractors to cap their indirect
costs at 10 percent of the subtotal of other categories. We found two subcontractors — Catholic
Charities and United Planning Organization — that exceeded the cap. TCP stated that it
approved these increases, with the concurrence of DHS, after a review of actual costs but
documentation was not provided.

Appendix 2 provides a detailed list of all of the CoC management subcontractors for FY 2014,
including projected and actual outcomes, how long the subcontractors provided the services,
and the difference between the budget and actual costs. Appendix 3 includes the totals and
percentages of program costs and non-program costs for each of the subcontractors.

DHS: Continuum of Care Sole Source Contract

In FY 2014, DHS spent $15,807,087 with TCP on its Continuum of Care sole source contract and
provided 6,118 additional beds or units. It is referred to as a sole source contract because each
subcontract is tied to a specific location, such as a church or private shelter location, and the
subcontracts could not be competitively bid. Unlike the management contract, there was no
administrative fee for TCP associated with this contract.

DHS Over-Payments Identified

As was the case with the management contract, TCP’s practice of billing DHS estimates for the
first and last monthly invoices of the fiscal year resulted in DHS over-paying TCP for the sole
source contract by $1,167,674. Figure 6 shows information provided by DHS and TCP on the
billed amounts, payments and actual costs related to the CoC sole source contract in FY 2014.

Figure 6
Total DHS Over-Payment to TCP for Sole Source Contract, FY 2014

TCP’s Estimated Costs, Actual Costs and Over-Payment made

by DHS
TCP Sole Source Contract Billed/DHS Payments $15,807,087
Actual Costs TCP Paid to Providers $14,639.413
Total DHS Over-Payment to TCP for Sole Source Contract $1,167,674

Overall, during FY 2014 DHS overpaid TCP a combined total of $5,352,115 for the CoC
management and sole source contracts.

As previously mentioned in the DHS: Continuum of Care Management Contract section of this
letter, DHS’s practice of paying estimated costs presents the same concerns for the sole source
contract.

TCP reported that it expended the FY 2013 over-payment of $403,663 in FY 2014 on priorities
identified jointly by DHS and TCP. As was the case for the CoC management contract, these
funds were in addition to the amounts allocated to the subcontractors per the contracts, and also
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similarly, the largest amount $337,009 or 83 percent was allocated to TCP. Figure 7 shows the
providers who received funds in FY 2014 from the FY 2013 over-payment.

Figure 7
TCP FY 2014 Spending of FY 2013 Over-Payment of Sole Source Contract

Provider Service Amount
ggftggglﬁl;nity Park Road Shelter Rent $337,009
Way of the Word Transitional Housing $23,221
Coalition for the Homeless | Spring Road Shelter $9,845
New Endeavors for Women | Transitional Housing $8,220
Community of Hope Girard Street Shelter $7,380
Coalition for the Homeless | Webster Transitional Housing $6,949
Community of Hope Hope Apartments $5,971
Coalition for the Homeless Park Road Transitional Housing $5,068
Total $403,663

Range of Program and Non-Program Related Costs

Not taking into account the over-payment, program costs made up 65 percent and non-program
(operating and indirect) costs made up 35 percent of the $14,639,413 in actual costs of the
DHS/TCP Continuum of Care sole source contract in FY 2014.

To identify the amount subcontractors spent on program and non-program costs under this
contract, TCP provided FY 2014 spending reports for 63 subcontracts, which were detailed by
specific costs related to supportive services, operating and indirect costs, and approved for
payment by TCP. Of the 63 contracts, 53 were subcontracted to service providers and 10 were
carried out by TCP. As was the case with the CoC management contract, TCP essentially
managed itself in the following areas:

¢ Equipment, supplies and moving expenses for Hypothermia Season;
¢ Park Road Shelter — Rent;

¢ Americans with Disabilities Act (ADA) Shelter Units;

e 425 Atlantic Street Temporary Shelter;

¢ Community Based Units — Temporary Shelter;

e Park Road Family Shelter — Operating Services;

Examination of Non-Governmental Organizations (NGOs) Receiving Local District Funds to Provide Homeless Services in fiscal
year (FY) 2014

Office of the District of Columbia Auditor

March 5, 2015 Page 13



e Chronically Homeless Rent Supplement Initiative;
e HMIS System Operations;

e Mount Pleasant; and

e Rental Assistance.

[ )

This resulted in TCP providing services under the sole source contract that had an actual cost of
$965,965 of the $14,639,413 in total actual costs.

To determine the amount of program and non-program costs, we followed the same process
described for the CoC management contract section above. Our analysis of the subcontractors’
spending reports again identified a range of percentages for non-program costs to actual costs
within the same category of service, including;:

e Hypothermia Shelter — Single Adults: Five providers, range of 0 percent (TCP) to 100
percent (New Covenant Baptist Church, Sacred Heart Church and St. Luke’s Church).
TCP was responsible for equipment, supplies and moving expenses, unlike the other
providers, who operated the shelters;

¢ Housing and Services for Homeless Youth: Five providers, range of 19 percent (Latin
American Youth Center) to 54 percent (Sasha Bruce Youthworks);

e Transitional Housing — Single Adults: Eleven providers, range of 0 percent (Christ
House) to 51 percent (Casa Ruby);

e Temporary Shelter — Families: Nine providers, range of o percent (TCP) to 100 percent
(TCP);

e Transitional Housing — Families: Six providers, range of 24 percent (New Endeavors for
Women) to 70 percent (Catholic Charities);

e Supportive Services for Permanent Supportive Housing: Fourteen providers, range of 5
percent (Transitional Housing Corporation) to 100 percent (Community Connections);
and

e Specialty Programs and Services: Twelve providers, range of 0 percent to 100 percent.
Due to the differing nature of these services, it is not informative to compare the
percentages.

As indicated above, the ranges raise questions about oversight and whether it would be
advisable to mandate a cap on non-program costs as is the case now with indirect costs. Such a
limit would not apply to the subcontracts that solely provide operating services.

Using TCP’s indirect cap, we found three subcontractors — Catholic Charities, United Planning
Organization and the National Center for Children & Families — exceeded the 10 percent cap for
indirect costs. TCP stated that it approved these increases, with the concurrence of DHS, after a
review of actual costs but documentation was not provided to us.

Appendix 4 provides a list of all of the CoC sole source subcontractors for FY 2014, which
includes projected and actual outcomes, how long they have provided the service, and the
difference between the budget and actual costs. Appendix 5 includes the totals and percentages
for program costs and non-program costs for each subcontractor.
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DHS: Payments to Motels for Shelter Overflow

As a result of insufficient capacity at the DC General Family Shelter and other shelters during
the FY 2014 hypothermia season, DHS paid $8,718,285 to private motels to house families.
These payments were considered to be 100 percent program costs as they were payments made
to directly benefit families experiencing homelessness. Figure 8 shows the name of the vendors
paid by DHS and the total FY 2014 expenditures made to motels.

Figure 8
DHS Payments to Vendors for Shelter Overflow, FY 2014
Vendor Name Exgn%?:éres

T&L Hospitality — Days Inn Gateway $3,871,197
Comfort Inn & Suites $2,457,483
Sharcon Hospitality of DC 3 $952,028
Motel 6 $703,864
Purchase Card — motel room payments made by DHS $593,213
Silver Hospitality Inc. $140.500
Total $8,718,285

DHS: Permanent Supportive Housing Program Case Management Contracts

In FY 2014, DHS directly contracted with nine NGOs to provide case management services for
PSHP participants. These contracts totaled $8,074,841 in actual costs (program and non-
program costs) and served 1,136 clients, which equates to $7,108 per client. The purpose of
PSHP is to provide permanent housing and supportive services to chronically homeless
individuals and families to ensure housing stabilization, maximum levels of self-sufficiency and
an overall better quality of life. PSHP participants receive case management services, which
DHS defines as a service that engages homeless individuals and families to provide assistance
in: identifying barriers, needs and strengths; developing goals; identifying resources and
support; and, connecting them to other assistance programs.

All of the NGOs have contracted with DHS for these services since 2008, with one exception,
Miriam’s Kitchen, which began in mid-2014. The contractors reported their outcomes in a
database established and maintained by DHS.

Range of Program and Non-Program Related Costs

Program costs made up approximately 89 percent and non-program costs made up
approximately 11 percent of the $8,074,841 in actual costs for the PSHP case management
contracts. Additionally, our analysis of the nine providers’ cost proposals identified a range of
percentages for non-program costs to actual costs. Miriam’s Kitchen proposed a 0 percent rate,
stating that it would use private funds to cover non-program costs, and Community Connections
proposed the highest rate at 16 percent.

Unlike the CoC management and sole source contracts discussed above, we did not receive
spending reports that detailed program and non-program costs for each of the contractors. To
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determine what was spent on program and non-program costs, we reviewed the minimum and
maximum price proposals each contractor submitted to DHS that specified direct (program) and
indirect (non-program) costs.® We did not review each item to determine if the proposals were
appropriate as a direct cost, thus all of the figures and percentages should be regarded as
unaudited.

Additionally, we found a wide range of amounts that DHS paid contractors for those they served
($317 to $14,245), which we calculated based on the amount expended and number of clients
reported served for each contractor. As different costs were proposed for serving families and
individuals, and we did not have “client” broken down by whether the case management
benefited an individual only, or a family, these figures should be regarded as estimates only.

Appendix 6 shows detailed information provided by DHS and the Office of Contracting and
Procurement related to the PSHP case management contracts in FY 2014, which includes the
service provider name, contracted and actual clients served, and estimated direct (program) and
indirect costs (non-program), and percentages of total costs, for each.

We should also note that the PSHP is in the Office of the Inspector General’s FY 2015 audit plan
and that the audit is currently underway.

DHS: Emergency Rental Assistance Program Grants

To carry out the Emergency Rental Assistance Program (ERAP) in FY 2014, DHS had grant
agreements with four providers totaling $7,729,972 in actual costs. The program provided
assistance to 2,656 households, with an average household benefit (program costs only) of
$2,072 to $3,041. The purpose of ERAP is to provide funding for qualified households (i.e. low-
income households with children, those aged 60 years and above and people with disabilities)
facing eviction. Funding pays for back rent and court fees as well as security deposits and the
first month of rent for residents moving into new apartments. It can only be used once per year
for each eligible household.

The providers’ responsibilities included processing applications, determining households’
eligibility and assistance amounts, and making payments to landlords. According to DHS, the
number served is driven by both total funding and annual need. The grant agreements, which
have been in place since 2007, did not establish a number of households to be served by each
provider and providers simply spent down the assistance dollars as needed. Providers entered
information about the number of applicants served, as well as the types and amounts of rent-
related payments made on behalf of clients, into a database that DHS established.

Range of Program and Non-Program Related Costs

Four providers operated a total of six programs, including two designated for serving
individuals. Total program costs made up 89 percent and non-program costs made up 11 percent
of the $7,729,972 in actual costs for ERAP. DHS allowed providers to retain a 10 percent
administrative fee from the grant award amount. However, we found one case in which a
grantee, Catholic Charities, retained a 17 percent administrative fee based on having billed for
the original grant amount of $250,000, though the total was later reduced by $50,000 to

6 We used the minimum price proposals to calculate the percentage of direct and indirect costs, as the number of clients served for each
contractor was less than the minimum cost proposal. We then applied the percentages to the amount DHS expended to each contractor in
order to estimate the amount spent on direct and indirect costs. Almost all of the contractors proposed different indirect cost rates, which
they also referred to as administrative fee, overhead or profit, and included such expenses as management salaries, administrative costs,
accountants, and audits.
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$200,000. DHS approved the higher administrative fee payment, stating that the reduction did
not modify the official terms and conditions of the grant to Catholic Charities, which fulfilled its
obligation and the purpose of this initiative. Based on the information we have reviewed, we
believe the administrative fee should be tied to the amount of program services that were carried
out, and that DHS should have paid the fee based on the revised grant award. We recommend
that DHS seek reimbursement for the extra $5,000. In addition to the 10 percent administrative
fee, Catholic Charities and the Salvation Army (who both also operated a pilot program for
individuals) were reimbursed for staff salaries, equipment and other expenses (non-program
costs).

Appendix 7 details the ERAP service providers names, the number of households that received
assistance, and total costs for administrative fees, staff salaries and program costs, as well as the
percentage of program and non-program costs.

CFSA: Rapid Housing Program

In FY 2014, the Child and Family Services Agency (CFSA) paid $2,253,448 to four grantees for
the Rapid Housing Program.” The program served 173 families, as of the date of this letter. We
did not calculate the cost per family due to the fact that it was a 24-month grant period and the
grantees are in the process of providing the services and placing families into housing units. The
purpose of CFSA’s Rapid Housing Program is to provide urgent housing solutions to vulnerable
families where children have been removed or at risk of removal because of insufficient, unsafe
or uncertain housing conditions which place them at risk. CFSA seeks to provide adequate
housing to vulnerable families in order to preserve the family unit or make family reunification
possible.

TCP served solely as a fiduciary agent for the Rapid Housing Program to ensure payment for
client services such as guardianship and kinship care. For serving as a fiduciary agent, TCP
proposed an administrative fee (a non-program cost) that amounted to 7 percent of the total
amount that it budgeted and expended. TCP has had this responsibility since 2010. CFSA
reported that it ended its relationship with TCP at the end of FY 2014 and that as a result of a
reconciliation for the four year grant period required under the grant agreement, TCP refunded
$1,932,634 to the District.

The three service providers — So Others Might Eat (SOME), the Elizabeth Ministry and Hope
and a Home — have participated in this program since September 2014. These providers were
responsible for submitting quarterly reports to CFSA on their performance.

Range of Program and Non-Program Related Costs

While detailed spending information was not available, we estimated that program costs made
up 96 percent and non-program costs made up 4 percent of the $2,253,448 in actual costs of
CFSA’s Rapid Housing Program. Similar to our experience with the Permanent Supportive
Housing Program, we did not receive spending reports that detailed program and non-program
costs for each of the NGOs. Instead, we relied on the NGOs’ proposed program budgets to
determine the amounts and percentages of program and non-program costs. The program
budgets were not sufficiently detailed to show items such as supportive services personnel,
operating costs (including personnel) and indirect costs.

7 TCP received a grant to act as a fiduciary agent whose grant amount was for services rendered in FY 2014. The three remaining
grantees’ total grant amounts were expended in FY 2014, however the program was to cover a 24—month period spanning FY 2014
and FY 2015.
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Also, from the proposed budgets, it did not appear that the three service providers projected
non-program costs. In fact, two providers’ projected budgets were based entirely on either rent
payments or subsidies while the remaining provider divided its projected expenditures between
supportive services and rental costs.

Appendix 8 includes the Rapid Housing Program service provider names, projected and actual
clients served to date, and actual cost.

Conclusion

It is our hope that this examination of expenditures prompts additional oversight by the new
administration and the D.C. Council. As indicated, in FY 2014 the District of Columbia paid
$109,097,447 in local funds to NGOs for homeless services. A portion of this total was the DHS
over-payment of $5,352,115 to TCP for both the CoC management and sole source contracts.
Because this practice raises Home Rule Act and local and federal Anti-Deficiency Act concerns,
the Office of the D.C. Auditor has initiated a contract compliance audit to review the DHS
management contract with The Community Partnership in a more comprehensive fashion.

The total funding for homeless services has increased along with the incidence of homelessness
in the District. Our review of expenditures brings us back to the point made when the District’s
Memorandum of Understanding with the Department of Housing and Urban Development was
signed in the 1990s: the District’s programs and services must focus on remediation as well as
provide shelter. Assessing the effectiveness of each program is beyond the scope of this
examination, but such an assessment is an important element of District government oversight
and the development of policy and practice. If one used the Point-in-Time count for FY 2014 as
an indication of the need — though we are aware that the homeless population is dynamic — the
District would have spent $14,016 per homeless individual in FY 2014. The issue of
homelessness is challenging, and the funds spent to date are considerable.

In addition to our concerns with the over-payment and need for an evaluation of effectiveness,
our examination raises concerns over the proportion of District funds spent for non-program
costs. Program costs made up 70 percent ($73,087,846) and non-program costs made up 30
percent ($30,657,486) of the $103,745,332 in local District funds that went to NGOs for
homeless services, excluding the overpayment. As explained earlier in this review, determining
how much is spent for program (i.e. direct services) and non-program (other than direct
services) is imprecise because of differing definitions and interpretations. Serving some
individuals within the homeless population — such as youth, and the disabled — pose significant
challenges and the hardest to serve individuals require more time and attention by salaried
employees of NGOs. That said, the wide range in non-program expenditures raises concerns that
a higher proportion of funds could be directed to direct services than is consistently the case
with the current programs and current oversight by both TCP and DHS. We recommend
consideration be given to requirements that would focus a higher proportion of funds on direct
services and remediation efforts.

The issue of program versus non-program expenditures was not an issue with regard to the
$8,718,285 in payments DHS made to motels for sheltering families during the hypothermia
season. Nor were there significant issues with regard to other aspects of the homeless services:

e Program costs made up approximately 89 percent and non-program costs made up
approximately 11 percent of the $8,074,841 in actual costs of DHS’s Permanent
Supportive Housing Program case management contracts.
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e Program costs made up 89 percent and non-program costs made up 11 percent of the
$7,729,972 in actual costs of the DHS’s Emergency Rental Assistance Program.

e Program costs made up approximately 96 percent and non-program costs made up 4
percent of the $2,253,448 in actual costs of the Child and Family Services Agency’s
(CFSA) Rapid Housing Program.

As previously discussed, because we did not verify or audit the NGOs’ actual costs, such as

reviewing receipts or other supporting documentation what we have presented on program and
non-program costs should be considered as unaudited.

We hope this information is helpful to you in your oversight of these important programs.

Sincerely yours,

Ao ftlirin

Patterson
of Columbia Auditor
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Appendix I

Councilmember Cheh’s E-mail Request to ODCA



I am sorry for our delay. She is interested in all of the outside organizations.

Thanks so much!
Drew

----- Original Message-----

From: Amy Bellanca [mailto:amy.bellanca@dc.gov]
Sent: Friday, October 11,2013 4:02 PM

To: Newman, Andrew (Council)

Subject: RE: Homelessness Services

Hi Drew,

We're in the process of finalizing our Work Plan for the coming year. Does CM Cheh want us to look
exclusively at outside, nonprofit organizations receiving DC funding for homeless services? (Not the various
government entities which may provide some services.) Thanks very much.

Amy
New, expanded library hours start Oct. 1. More hours for story time. More hours for community meetings.

More hours to use free computers. Check out the library's new hours at dclibrary.org/newhours
<http://www.dclibrary.org/newhours>.

----- Original Message-----

From: Newman, Andrew (Council) [mailto:anewman@DCCOUNCIL.US]
Sent: Thursday, June 27,2013 7:08 PM

To: Bellanca, Amy (ODCA)

Subject: Homelessness Services

Hi Amy,

Councilmember Cheh would like to know if the Auditor can: "examine all programs receiving DC money and
aimed at assisting the homeless. The aim is to look for redundancy, waste, inefficiency, and inadequate
accountability.

Who are the groups, how much money do they get, how long have they gotten it, can they document who they
have helped and by what measure, how much goes to the homeless and how much to salaries and administrative
expenses, etc."

Is this something that the Auditor can do?

Thanks,
Drew

OneCity Youth.DC.gov is your new, one-stop source for summer activities for District youth.
Head to the site today for programs & services for young people across the District!
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