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Attached are the U.S. Department of Housing and Urban Development (HUD), Office of Inspector 
General’s (OIG) final results of our audit of the Stark Metropolitan Housing Authority’s public housing 
program. HUD Handbook 2000.06, REV‐4, sets specific timeframes for management decisions on 
recommended corrective actions. For each recommendation without a management decision, please 
respond and provide status reports in accordance with the HUD Handbook. Please furnish us copies of 
any correspondence or directives issued because of the audit. 

The Inspector General Act, as amended, requires that OIG post its reports on the OIG website. 
Accordingly, this report will be posted at https://www.hudoig.gov. If you have any questions or 
comments about this report, please do not hesitate to call Kelly Anderson, Audit Director, at (312) 913‐
8684. 
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Highlights 
THE STARK METROPOLITAN HOUSING AUTHORITY, CANTON, OH, DID 
NOT ALWAYS COMPLY WITH FEDERAL AND ITS OWN PROCUREMENT 
REQUIREMENTS | 2023‐CH‐1002 

What We Audited and Why 
We audited the Stark Metropolitan Housing Authority’s public housing program based on significant 
deficiencies noted during our prior audit of the Authority. Our audit objective was to determine whether 
the Authority complied with Federal and its own requirements for procuring goods and services. 

What We Found 

The Authority did not always comply with Federal and its own procurement requirements. Specifically, 
for the contracts reviewed, it did not always (1) maintain complete and consistent documentation 
detailing the significant history of procurements, (2) properly execute contracts for pest control services, 
(3) maintain sufficient documentation to support the reasonableness of contract costs, and (4) include 
the minimum and maximum quantity or amount in its indefinite‐quantity delivery contracts. Further, the 
Authority paid more than the contract value for services procured with one contractor. These issues 
occurred because the Authority lacked adequate oversight, procedures, and controls over its 
procurements to ensure compliance with Federal and its own requirements. As a result, HUD and the 
Authority lacked assurance that the Authority used Federal funds to pay for goods and services at 
reasonable costs. 

What We Recommend 
We recommend that the Director of HUD’s Cleveland Office of Public Housing require the Authority to (1) 
support the reasonableness of the costs paid for its unsupported procurement and contracting activities 
or repay its Public Housing Operating Fund or Capital Fund program from non‐Federal funds for any 
amount determined not to be reasonable; (2) ensure that its staff is appropriately trained on Federal 
procurement requirements; and (3) implement adequate procedures and controls, including but not 
limited to, ensuring that proper documentation is maintained, contracts are procured in accordance with 
Federal and the Authority’s procurement requirements, procurement staff complies with Federal 
procurement requirements, and payments are appropriately reconciled. We also recommend that the 
Director of HUD’s Cleveland Office of Public Housing determine whether the Authority qualifies for an 
exemption from preaward review. 
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Background and Objective 
The Canton Metropolitan Housing Authority was created in 1938 in accordance with the provisions of the 
Ohio Revised Code. Its name was changed to the Stark Metropolitan Housing Authority in 1977. It is a 
public nonprofit organization, chartered by the State of Ohio, funded in part through the U.S. Department 
of Housing and Urban Development (HUD). The Authority was established to provide eligible residents of 
Stark County with quality affordable housing in decent, safe, and nourishing neighborhoods. The 
Authority is governed by a five‐member board of commissioners appointed by the Common Pleas Court, 
the mayor, and the Stark County Board of Commissioners. 

The Authority administers the public housing program, funded by HUD. Public housing was established to 
provide decent and safe rental housing for eligible low‐income families, the elderly, and persons with 
disabilities. The Public Housing Operating Fund provides subsidies to public housing agencies to assist in 
funding the operating and maintenance expenses of the developments. The Public Housing Capital Fund 
program provides funds to public housing agencies to modernize public housing developments. 

The table below shows the assistance HUD authorized the Authority for its Public Housing Operating and 
Capital Fund programs for fiscal years 2014 through 2022. 

Fiscal Year Operating Fund Capital Fund 
2014 $8,301,419 $3,357,477 
2015 8,430,103 3,423,914 
2016 8,943,346 3,588,335 
2017 8,909,895 3,496,783 
2018 9,186,944 5,529,518 
2019 9,725,811 6,041,702 
2020 9,973,630 6,246,363 
2021 10,870,604 6,533,200 
2022 9,955,160 8,383,355 
Totals 84,296,912 46,600,647 

On July 15, 2013, we issued report number 2013‐CH‐1003 on our audit of the Authority’s public housing 
program. We determined that the Authority inappropriately used more than $6.3 million in public 
housing operating and capital funds to pay for ineligible expenses and was unable to support that more 
than $4.1 million in operating and capital funds used to pay expenses for its developments and home‐
ownership program was eligible costs. In addition, our prior audit found the Authority inappropriately 
entered into an oil and gas lease, encumbering project assets without HUD’s approval. The report 
contained 18 recommendations. As of December 13, 2022, three of the 18 recommendations were still 
open with executed repayment agreements. 
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In November 2018, we initiated our audit of the Authority’s procurement practices. Our objective was to 
determine whether the Authority complied with Federal and its own requirements for procuring goods 
and services. 
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Results of Audit 
FINDING: THE AUTHORITY DID NOT ALWAYS COMPLY WITH FEDERAL 
AND ITS OWN PROCUREMENT REQUIREMENTS 
The Authority did not always comply with Federal and its own procurement requirements. Specifically, 
for the contracts reviewed, it did not always (1) maintain complete and consistent documentation 
detailing the significant history of procurements, (2) properly execute contracts for pest control services, 
(3) maintain sufficient documentation to support the reasonableness of contract costs, and (4) include 
the minimum and maximum quantity or amount in its indefinite‐quantity delivery contracts. Further, the 
Authority paid more than the contract value for services procured with one contractor. These issues 
occurred because the Authority lacked adequate oversight, procedures, and controls over its 
procurements to ensure compliance with Federal and its own requirements. As a result, HUD and the 
Authority lacked assurance that the Authority used Federal funds to pay for goods and services at 
reasonable costs. 

The Authority Did Not Always Maintain Complete and Consistent 
Documentation of Its Procurement Activities 
The Authority did not maintain complete and consistent documentation of its procurement activities. 
HUD’s requirement at 2 CFR (Code of Federal Regulations) 200.318(i), states the non‐Federal entity must 
maintain records sufficient to detail the history of the procurement. These records would include but are 
not necessarily limited to the following: rationale for the method of procurement, selection of contract 
type, contractor selection or rejection, and basis for the contract price. Further, HUD Handbook 7460.8, 
REV 2, provides a list of the types of documentation that generally should be included in the contract files 
for each procurement. 

For the period April 1, 2014, through September 30, 2018, we reviewed 11 of the Authority’s program 
contracts1 

1 Our methodology for selecting the 11 contracts is explained in the Scope and Methodology section of this audit 
report. 

totaling more than $2.2 million for compliance with Federal and its own procurement 
requirements. 

For the 11 contracts reviewed,2 

2 Each of the 11 contracts had more than 1 deficiency. 

the Authority did not always maintain complete contract files for 
procured services in accordance with Federal and its own requirements.3 

3 See appendix C for criteria. 

Specifically, the Authority did 
not maintain or provide documentation to support that it: 

 determined that the contractor bids or offers were responsive to the bid requirements for seven 
contracts, 

 inspected the completion of the work or services for four contracts, 
 obtained the contractor’s insurance or license for two contracts, 
 maintained the scope or statement of work describing work to be performed or services to be 

provided for two contracts, and 

Office of Inspector General | U.S. Department of Housing and Urban Development 
Page | 7 



 notified the unsuccessful bidders for one contract. 

These deficiencies occurred because the Authority lacked adequate oversight of its contract files to 
ensure that complete procurement records were maintained. At that time, the Authority’s procurement 
staff used checklists for various procurement actions to ensure that required documentation was 
maintained in its procurement files. However, the Authority did not have a quality control process to 
ensure that its staff appropriately completed the checklists so that required documents were maintained. 

For the period January 1, 2020, through April 30, 2022, we selected an additional 12 contracts4 

4 Our methodology for selecting the 12 additional contracts is explained in the Scope & Methodology section of 
this audit report. 

totaling 
more than $6.5 million to review the Authority’s current processes for ensuring that complete 
procurement records were maintained. For the 12 files reviewed, 6 of the Authority’s files were not 
maintained in a consistent manner. 5 

5 A contract may have more than one issue. 

Specifically, the Authority’s files did not contain documentation to 
support that it 

 had inspected the completion of the work or services for five contracts, 
 notified the unsuccessful bidders for two contracts, 
 published a procurement notice in a local newspaper for one contract and that the required 

publication ran for two consecutive weeks for two contracts, and 
 had the rationale for the procurement method used for one contract. 

The Authority has yet to provide the missing documentation. 

In October of 2021, the Authority updated and implemented its procurement file checklists. However, 
the checklists were not being used consistently, resulting in the Authority’s procurement records not 
having all the required documentation. 

The Authority Did Not Properly Execute Contracts for Pest Control 
Services 
The Authority did not properly execute a contract for pest control services as required by Federal 
regulations. It initially entered a contract for the services for a 1‐year term from December 1, 2014, 
through December 1, 2015, with four 1‐year renewal options. In a letter, dated March 27, 2017, the 
contractor’s president stated that the contractor would no longer service the Authority and 
recommended another company as a replacement for the remainder of the contract term. On April 17, 
2017, the Authority terminated the contract and stated that the contractor’s action was a unilateral 
change to the contract, which did not occur in accordance with a “written addendum executed by both 
parties.” Yet, the Authority allowed the recommended vendor to begin providing services without 
executing a new contract. On March 26, 2018, the Authority notified the vendor that the Authority was 
unable to continue using its services because the Authority needed to procure the services and issue a 
contract. However, the Authority allowed the vendor to continue providing services until August 2018. 
From April 13, 2017, through August 16, 2018, the Authority inappropriately paid that vendor $80,685. 
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The Authority’s deputy director stated that the Authority did not execute a contract with the 
recommended vendor because the services had not been properly procured. Further, according to the 
former executive director, the Authority was experiencing a severe bed bug infestation at multiple sites 
during this period. Therefore, he did not want to disrupt services by procuring a new pest control 
contractor. 

During our audit period January 1, 2020, through April 30, 2022, the Authority paid three vendors 
$57,902, collectively, for pest control services without an executed contract.6 

6 The Authority made payments to the vendors from July 2020 through December 2021. 

According to the Authority, 
it solicited quotes from these vendors. The Authority provided quotes for two of the three vendors. On 
January 17, 2022, the Authority awarded a pest control services contract to the three vendors. 

The Authority Did Not Maintain Sufficient Documentation To Support the 
Reasonableness of Contract Costs 
The Authority did not always maintain adequate support for independent cost estimates in excess of the 
contracted amounts and a cost analysis when there were significant changes in the contract prices after 
the work had begun. 

The Authority’s Independent Cost Estimates Needed Improvement 
For the period April 1, 2014, through September 30, 2018, the Authority was unable to adequately 
support the independent cost estimate it had prepared for contract numbers 0917 and 1125. Specifically, 
for contract 0917, the Authority’s cost estimate for this contract was $83,555 per year for heating, 
ventilation, and air conditioning services. However, the Authority said that the cost estimate reflected 
the total amount for these services and did not consider inflation and current market conditions. 
Considering the Authority’s statements regarding the cost estimate’s reflecting the contract’s total, the 
Authority paid a total of $94,367, resulting in a variance of $10,8127 

7 $94,367 ‐ $83,555 

(12.94 percent), over 4 years and 4 
months as of April 30, 2019. Additionally, the Authority’s cost estimate appeared to have included costs 
related to furnace services for which the Authority had executed a separate contract for the same period 
(contract number 1125). 

For furnace installation services for contract 1125, the Authority’s independent cost estimate ranged 
from $1,356 to $2,144 per unit. The Authority’s bid tabulation sheet showed $2,650 per unit. The 
Authority contracted for services ranging from $1,825 to $2,650 per unit. In comparing the independent 
estimate to the contracted price, the cost estimate was exceeded by at least 23.6 percent.8 

8 Using the highest amount 

The Authority 
paid $130,712 for these services as of April 30, 2019. For both contracts (0917 and 1125), the Authority 
did not provide documentation showing that it had examined and determined the reasons for the 
significant variances.9 

9 HUD Procurement Handbook 7460.8, REV‐2, section 10.3.E 

For the period January 1, 2020, through April 30, 2022, for 6 of the 12 contracts reviewed, the contract 
amounts varied from the Authority’s independent cost estimates by 20 to 57 percent.10 

10 These figures are rounded. 

The following 
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table shows the contract number, independent estimate, contract price, and variance between the 
independent cost estimate and the contract price for these six contracts. 

Contract 
Number 

Independent 
cost estimate (a) 

Contract price 
(b) 

Percentage 
variance 

between (a) and 
(b)11 

11 (a)‐(b)/(a) 

0824 $250,000 $300,000 20% 

0731 188,331 269,460 43% 

0120 210,834 331,322 57% 

1105 37,724 25,452 33% 

1102 1,398,600 750,000 46% 

0216 6,377,149 3,468,239 46% 

For the remaining six contracts, the variance between the independent cost estimates and the contract 
amounts was less than 10 percent for four contracts, and the cost estimates were based on the amount 
of supplies or the nature of services but did not indicate a total cost for two contracts. 

Without a properly prepared independent cost estimate, the Authority would be unable to properly 
assess the reasonableness of offerors’ proposed costs. For instance, for contract 0216, the lowest 
vendor’s bid was $3.4 million, and the second lowest vendor’s bid was $4.2 million. The Authority 
selected the lowest vendor’s bid; however, during the contract period, the Authority issued multiple 
change orders totaling more than $1.1 million, resulting in the Authority’s increasing the contract amount 
to nearly $4.6 million as of September 2022. Due to change orders, the selected bidder’s contract 
exceeded the second bid amount. Had the Authority prepared a proper estimate, it could have used it as 
a tool to assess the reasonableness of the contract price. Therefore, the Authority’s processes for 
independent cost estimates needed improvement. 

The Authority Did Not Always Support That Cost or Price Analyses Were Performed 
For the period April 1, 2014, through September 30, 2018, the Authority did not properly document or 
adequately support in its files the cost or price analysis performed for two contracts (0917 and 1125) as 
required.12 

12 HUD Procurement Handbook 7460.8, REV‐2, section 8.4.B 

The Authority’s deputy director believed that the bids for the contracts were acceptable in 
comparison to the independent cost estimates; therefore, justification was not warranted. However, as 
previously mentioned, the variance between the contracts and the independent cost estimates ranged 
from nearly 13 to 24 percent, respectively. 

For the period January 1, 2020, through April 30, 2022, the Authority did not provide cost or price 
analyses to support the reasonableness of the costs paid for five contracts (0505, 0824, 1023, 0731, and 
0216) in excess of their contracted amounts.13 

13 2 CFR 200.324(a) formerly 2 CFR 200.323(a) 

For contract 0216, the Authority issued change orders 
totaling more than $1.1 million, and for the remaining four contracts (0505, 0824, 0731, and 1023), the 
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Authority’s board amended resolutions to increase the contract amounts by 28 to 100 percent. For the 
four contracts, the Authority did not provide documentation to support the contract modifications. 

In addition, for three of the four contracts (0824, 0731, and 0216), the Authority’s independent cost 
estimates significantly varied from the executed contracts as indicated in the table above. Therefore, the 
estimates would not have been a useful tool for the Authority to assess cost reasonableness for these 
three contracts. 

The Authority Initially Did Not Include Minimum and Maximum 
Quantities or Services in Its Indefinite‐Quantity Contracts; However, 
Some Improvements Had Been Made 
Of the 11 contracts reviewed for the period April 1, 2014, through September 30, 2018, 4 were indefinite‐
quantity delivery contracts (0917, 0822, 1125, and 1027). The Authority did not include the minimum 
and maximum quantity of supplies or services in the four indefinite‐quantity delivery contracts as 
required.14 

14 HUD Procurement Handbook 7460.8, REV‐2, section 10.1.C.3.a.iii 

According to the Authority’s deputy director, the four contracts should have stated a 
minimum and maximum quantity. However, the Authority had mistakenly excluded these requirements 
from the contracts. The deputy director did not believe that the oversight negatively impacted the 
pricing or cost of services or goods or the quality of work. As a result of our audit, the Authority amended 
its processes to ensure that it complies with HUD’s requirements for indefinite‐quantity contracts. 

To assess whether the Authority implemented its amended processes for indefinite‐quantity contracts, 
we reviewed four of the Authority’s indefinite‐quantity delivery contracts (0505, 0731, 0824, and 1023) 
that had been executed during the period January 1, 2020, through April 30, 2022. One (0824) of the 
four contracts stated a not to exceed amount (maximum) but did not state the minimum amount for 
services to be provided under the contract. The remaining three contracts contained the required 
information. Therefore, although improvements had been made, the Authority’s contracts still did not 
fully meet the requirements for indefinite‐quantity delivery contracts. 

The Authority Paid a Contractor More Than the Contracted Amount 
For the period April 1, 2014, through September 30, 2018, the Authority did not pay the correct contract 
amount for 1 of the 11 contracts reviewed. The Authority executed a contract with a contractor to 
perform landscaping services with a not‐to‐exceed value of $146,842 for a 1‐year term from May 1, 2018, 
through April 30, 2019. However, as of March 31, 2019, the Authority had made payments totaling 
$195,152 to the contractor, thereby exceeding the contract amount by $48,310. The Authority did not 
provide documentation, such as a contract modification, to justify the excess payments made to the 
contractor for the landscaping services. 

The Authority could benefit from improvements to its contractor payment process. Specifically, it could 
improve its notification and reconciliation processes to ensure that overpayments do not occur. For 
instance, in reference to the overpayment of $48,310, the Authority’s former executive director stated 
that the Authority incorrectly allocated the services in the payment register for the contractor. According 
to the former executive director, the Authority properly secured all services for the contract, but it should 
have allocated the services based on the language in article 2 of the executed contract, compensation of 
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payment. Article 2 of the contract stated that other services would be on an as needed basis and a 
purchase order would be issued when the contractor was called out for special services. However, the 
Authority did not provide documentation to support that (1) these additional payments were for special 
services and (2) it had issued purchase orders for these services. 

For the 12 contracts reviewed during the review period, January 1, 2020, through April 30, 2022, the 
Authority did not provide complete documentation, such as, invoices, bank statements, etc., confirming 
the information in its payment register to enable us to determine the payments made under each 
contract.15 

15 According to the Authority’s deputy and finance director, to provide this information would take a significant 
effort due to staffing shortages. 

Therefore, we could not determine if additional instances in which the Authority paid more 
than the contracted amount occurred. 

The Authority Lacked Adequate Oversight, Procedures and Controls 
Over Its Procurements 
The deficiencies described above occurred because the Authority lacked adequate oversight, procedures, 
and controls over its procurements. During our audit, the Authority made efforts to improve its 
procurement processes, but it continued to have issues with maintenance of its procurement records, 
contracts for goods and services, and payments to vendors for pest control services due to its lack of 
adequate procedures and controls. For instance, the Authority did not consistently use its enhanced 
procurement file checklists, which resulted in deficiencies in maintaining complete and consistent records 
detailing the history of each procurement. The Authority also did not have adequate oversight of its 
procurement staff to ensure that they followed HUD’s and the Authority’s own policies. In addition, the 
Authority has experienced turnover with its management and staff for its procurement activities. 

Conclusion 
The Authority did not always comply with Federal and its own procurement requirements. The 
deficiencies described in this report occurred because the Authority lacked adequate controls over its 
procurements. As a result, HUD and the Authority lacked assurance that the Authority used Federal 
funds to pay for goods and services at reasonable costs. If the Authority improves its controls over 
procurements and ensures that its staff receives appropriate training on HUD’s and its own requirements, 
it will help to ensure that future procurement actions comply with requirements and that Federal funds 
paid for goods and services are reasonable. 

Recommendations 
We recommend that the Director of HUD’s Cleveland Office of Public Housing require the Authority to 

1A. Support the reasonableness of $80,685 paid to a vendor for pest control services without a 
valid contract or repay its Public Housing Operating Fund or Capital Fund program from non‐
Federal funds for any amount determined not to be reasonable. 

1B. Support the reasonableness of the amounts paid for the two noncompetitively awarded 
contracts (0917 and 1125) that lacked adequate support for the independent cost estimate 
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and price analysis or repay its Public Housing Operating Fund or Capital Fund program from 
non‐Federal funds for any amount determined not to be reasonable.16 

16 The Authority had not provided adequate documentation showing the total payments made related to the two 
contracts. 

1C. Support the $48,310 in excess costs paid for landscaping services or reimburse its program 
from non‐Federal funds. 

For the contract activities during the period of January 1, 2020, through April 2022, the Director should 
require the Authority to 

1D. Support the reasonableness of $57,902 paid to three vendors for pest control services 
without a valid contract or repay its Public Housing Operating Fund or Capital Fund program 
from non‐Federal funds for any amount determined not to be reasonable. 

1E. Support the reasonableness of the change orders that increased the price of the contract 
(0216) by more than $1.1 million or repay its Public Housing Operating Fund or Capital Fund 
program from non‐Federal funds for any amount determined not to be reasonable.17 

17 The Authority had not provided adequate documentation showing the payments to date related to the change 
orders. 

1F. Support the contract modifications and the reasonableness of the increased costs for four 
contracts (0824, 0505, 1023 and 0731) or repay its Public Housing Operating Fund or Capital 
Fund program from non‐Federal funds for any amount determined not to be reasonable. 

1G. Ensure that its staff is appropriately trained and familiar with Federal procurement 
requirements regarding cost estimates and cost analyses. 

1H. Implement adequate procedures and controls, including but not limited to ensuring that (1) 
proper documentation is maintained, (2) contracts are procured in accordance with Federal 
and the Authority’s procurement requirements, (3) procurement staff complies with Federal 
procurement requirements, and (4) payments are appropriately reconciled. 

We also recommend that the Director of HUD’s Cleveland Office of Public Housing 

1I. Determine whether the Authority qualifies for an exemption from preaward review. 
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Scope and Methodology 
We performed our onsite audit work between November 2018 and February 2019 at the Authority’s main 
office located at 400 East Tuscarawas Street, Canton, OH. The audit covered the period April 1, 2014, 
through September 30, 2018. We expanded our audit period to April 30, 2022, to update our audit 
results. 

To accomplish our audit objective, we interviewed HUD program staff and the Authority’s employees. In 
addition, we obtained and reviewed the following: 

• Federal regulations at 2 CFR part 200; HUD notices; HUD Handbook 7460.8, REV‐2; and the 
Capital Fund Guidebook. 

• The Authority’s accounting records, annual audited financial statements, bank statements, 
contract and procurement files, policies and procedures, board meeting resolutions, 
organizational chart, program annual contributions contract, Line of Credit Control System 
reports, 5‐year and annual plans, and program expenditures. 

During our audit period, April 1, 2014, through September 30, 2018, the Authority entered into 149 
contracts totaling more than $7.4 million. The Authority’s list of contracts included indefinite‐quantity 
contracts. The list did not include contract numbers. The procurements were listed by project name, 
contractor name, date, amount (when available), and year. Therefore, we reviewed the Authority’s check 
register and general ledger to determine the amount and source of funds disbursed to the contractors. 
We combined the disbursements made to each contractor that were included in the Authority’s check 
register to establish the total amount of operating and capital funds disbursed to the contractors during 
the audit period. We used a nonrepresentative method to select 1118 

18 Two of the eleven contracts were awarded to multiple vendors for each contract. Specifically, the Authority 
awarded one contract to three vendors for its roof replacement project and another contract to three other 
vendors for its landscaping services. In addition, 4 of the 11 contracts selected were indefinite‐quantity delivery 
contracts, which did not include contract amounts when procured. 

contracts totaling more than $2.2 
million to determine whether the Authority properly procured the contracts in accordance with Federal 
and its own requirements. We selected a nonrepresentative sample because we knew enough about the 
universe to select higher risk procurements. The results of our review were not projected to the 
universe. 

Due to delays with issuing the final audit report, we expanded our audit scope to include contracts 
executed by the Authority between January 1, 2020, and April 30, 2022, to evaluate the Authority’s 
current operations related to procurements. During this period, the Authority executed 69 contracts 
totaling more than $12.4 million. We used a nonrepresentative method to select 12 contracts totaling 
more than $6.5 million to determine whether the Authority properly procured contracts in accordance 
with Federal and its own requirements. We selected a nonrepresentative sample because we knew 
enough about the universe to select higher risk procurements. The results of our review were not 
projected to the universe. 

We determined that internal controls over compliance with laws and regulations and effectiveness and 
efficiency of operations were relevant to our audit objective. We assessed the relevant controls. Based 
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on our review, we believe that the Authority did not have adequate controls to ensure that it followed 
applicable HUD, Federal, and its own requirements. 

To achieve our objective, we relied in part on the Authority’s computer‐processed data. Although we did 
not perform a detailed assessment of the reliability of the data, we performed a minimal level of testing 
and found the data to be adequate for our purposes. 

We conducted the audit in accordance with generally accepted government auditing standards. Those 
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based on our audit objective(s). We believe 
that the evidence obtained provides a reasonable basis for our findings and conclusions based on our 
audit objective. 
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Appendixes 
APPENDIX A – SCHEDULE OF QUESTIONED COSTS 

Recommendation 
number 

Unsupported 
1/ 

1A $80,685 

1C 48,310 

1D 57,902 

Total 186,897 

1/ Unsupported costs are those costs charged to a HUD‐financed or HUD‐insured program or 
activity when we cannot determine eligibility at the time of the audit. Unsupported costs 
require a decision by HUD program officials. This decision, in addition to obtaining supporting 
documentation, might involve a legal interpretation or clarification of departmental policies 
and procedures. 
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Ill  
APPENDIX B AUDITEE COMMENTS AND OIG'S EVALUATION 

Ref to OIG Evaluation- Auditee Comments 

400 Eost TuscoraWils Street Canton . Ohio 44702-1 131  
Phone: (330) 454-8051 Fax: (330) 454-B1l65 Relay 1-B1la-750-0750 Web: 1/1\Wi. starkmha.ora  

The S!arl< MflropofKan Housing Ar.Ahon1y proYJdes 9hgibls residemts of stark Courty with qualify, 
~ffordable hoosing in decent. safe. i:Jnd nouriShing nejghborhoods.. By ~orori<ing in 

Efl!ll.a.IIM~ partnership wlh tha pub!fc snd prAt:i!te sectors, the SMHA provides fami1ia3 
DPPDR11111TY wlh housing chOJce.s and oppottunitles fo achieve seJf-suffie~ency. 

Kelly Anderson 
Audit Director. Rental Assistance and Sa fe and Affordable Housing Audit Di\~sion 
US. Dcra11111cnt o f Homing And lJrhan OcvclnJmlcnl 
Office of !nspedor General 
·151 7 1' SII""l S'N 
Washington, D.C. 20410 

Fcbmary 16, 2023 

RJI:: Sl:uk Mc!rouolilan Housing Aulborily. Canlon. Ohio- .'\.u!lil Rcporl 

Dear M~- Amler:·Hm· 

l)ls~tl~:-:lmt I )rail /\.tulil R.t:!lJOTI Ntmtber 2021-( :H- I OOX lfom the L. I )epmtmenLof Ho11~lng mtdI_S _ 

U rban Devdopment("HUD") Office oflmpector General, Offi ce ofAudit ("O IG") dated Jrumruy 

XX, 2023 (the "Report"). The Report contains one finding by the OIG which states: the !lousing 

Authority did not always comply with Federal and its own procmement req11iremems. 

OJ Comment 1 > 
in the Old Audit are outdated rutd should be disregru·ded. f'cr the New Aud it period, th e O IG 

makes similar unfounded assumptions and mistakes. T he Report often ignores substantial 

materials provided by the Housing Authority and leaps to unwarranted c onclusions. Contrruy to 

@ 
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hroad slalem~nts 111 lh~ R~port. lhe 11uusing Authority'~ procun;!me1ll Illes dt!'arly cl~tmmstral.t! 

compliam;e \\i lh reder.r.~l suid~lin~s. 

For example, th e Q[G stat~s " deficienc ies oocurred because the Authority lacked adequate 

oversight. ·· E,vcu assuming a ddiciency existed, the 010· s thoughtb regarding cmL~ation arc sh~~r 

.:sp~..:culation giv~n Ut<tt I he R.::porl makc:s nu atlcrupl tu ass~,;ss 1-:v..:ls. of ov~rsight in the Hom.ingQJ Comment 2 > 

QJ Comment 3 > 

AuU10ri Ly. r urth.:r. dcspih.: lL't un~upport~-d ~t awmcnl thal 1n·n would lacl.. a!'.suran~c that tha.: 

Ho us ing Autl10r ity " used !'<dora! funds to poy tor goods and se~i<:.:s at roasonable costs;' the 

Repott o nly identifies teclmicalities, and presupposes a danger of noncompliance. "Ibe Repon 

docs not actually find th.1t the Housi ng ;\uthorit.y m isa.pprop.riatod, misused or used ftmtl.s for 

QJ Comment 1 > 

un reasrmahle or 1mcnmp etitive pric es . 

"llle Ho tlSiug At•thority strongly disp utes the one, and only, findin g in the Repon and 

bcli~\\!s th<lt non~ ofth ,:- rooonuucndationCJ ar.:: n.::ccss..:vy. The Housing Authority apprcciat.::s th..:: 

oppurtunily lo respo nd lo t.h..: R..:porl and tkmonslmt.; Lhal it. ..:ompli~xl w ilh all appli~.:abl~ 

regulations and its O\Ht poli ci~s. "llte Hous ing A uthority is p leased to confinn that no harm or 

negative consequer•:e~ r~ulled f rom the alleged non..:ompliance. "Ihe Housing Authority looks 

forward to working w ith HLII) to ensure C<lutiuue.d 'ompliance in th.e ftrtuR 

J. 	 The findings ofthe O hl A udit Should Rc Disrcgtml <'tl. 

The R~port is r\.atl ly two mu.lit~ wrapped intn on..::. Inl\ov'-'lllbcr 20 1R the OlG ini tiated its 

audit for tho P"riod April I , 2014, thmugh S<ptemh<r JO, 20 1R (the "Old Audil"). A drufl r~port 

ofthe Old .'\udit was circ ulated in April 2020 to whkh the Housing Autltority provided its written 

response. Two \•cars later, the OIG returned daiming that it was conductiug a '"continuati on" of 

iL' audit_ but tl1is time f or the poriod s parming January 1, 2020. thro u gh April 30, 2022 (the ..Now 

Audit"). 

2 
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OJ Comment4> 

OJ Comment 5 > 

Tlmugh lhe OIG de~f..':li hes lhe '~Xt:\\' Audi t'~ as a ~..:unlinuatlnn, th~ Revort is a hald atlt" mpt 

1o s~d~. a rem~dy f"or o utdate d limling...; in th ~ Old Audil. Jml~~u~ 1m11.:h o f the Repo11 is a slmpl~ 

copy and paste of statement s from the Old Audit. HC D previouslY had an opportun it,· to address 

the fmdings ofth~ Old Audit-infac~ it had Moyears to do so. HCD'~ failur e to address fmdings 

from the Old Audit ;u-..; Lh -.: fault ofHUD. nol Lh..: Hous ing A ulhoril)'. Tin; Ho~ing Aulhorif ~; is 

prcjud1..:..:d ln ha n ng.Lo n::-;[><md LO the OIG fi ndings li·om I.!Va.:nl s OL'Catnin g 4 y~ars or more in tha.: 

post . Signiticantly, the Housing i\.mhority's Exec uti ve Dire ctor during the time ofUt< Old !\ud!l 

has since left the Hom ing Authority. "!b e Housing Authoritv is pr.:_judiced by the sim ple fact that 

perhaps the most knowkdgca blo P"l~on regarding the Old :\udit is no long~r with tl1c Hou;ing 

Aulhmit~' · fut1h~r. lh~ prol'urc:rm:nl sla fTpre:o;e:nl during l hd-Lime of lh~ Old Audi t art: no lo nger 

with the I lousi ng Authmit~·. \Vhether under legal hases, such as ~tat ute of limitat inns, or eqnitahle 

bases, inclnd ing Inch~. the findutgs of the Old Audit should he di>~regarded \\"holffil!e . 

For the sake of com pleteness, this rosponsc also addresses the Old Audit." s finding, t11ough 

v.·ilh obvious lim itations dul.! lo ~t la~.: k.ofi nfonnat.ion avail abl ..: Lo t.h..; Hous in g Autho rity. Ho\\·cvo;r, 

the Housing Authority does not wai,•e anv right to challenge the Olli ' s authority to dupl i~at.: UJe 

Old Andit <Uldfor HC!Ys auUtonty s~ek rd ieffor fmdings of Ute Old :\udit. 

11. 1<1m11n2: Tit~ Hoosln~ Authority Did Not AJ.,·ays Compl y with l<'t•d~ral and Its 01\·n 
Pro~unmrot R~qulr~llleJtts. 

The only finding of the Report is that the Housing Authority did nut alwayt. comply with 

f~d~ral a.nd its own requirement~ tOr pr(~curing service~ Spe c ifi cally. the OKi found that the 

Housing Authority: (a ) did not always maimain comp let e and consistent documentation of 

procure me-nt acti,·ities, (b) did not properly execute contmcts for p<; t contro l servic~s, (c) did not 

obtitiu approvaJfori~ no rH..:ompctitiv..:: pru(XJSHl::> and maintain suffi~i u11llo~.~wn~nL.:t1i un tu support 

lhc rc~s<mahlcncss o f (."<mlrdd cc~L'I, ( d) did no l HlCludc tm nlmum and rm:. i'l.unum qLtanLTh c!~. or 

3 

Office of Inspector General 1 U.S. Department of Housing and Urban Development 
Page 119 



Ill  
Ref to OIG Evaluation- Auditee Comments 

:o;ervices in il~ imldini~.e-quantit~· ..::ontr.dc.:ts . and (c ) paid a co1ltr&::tor mort: them Lh~ conlractt!d 

amo unl. Thc!'. e: lln d in gs. an~ in~nrr~l~ t~ a."' ~.xphtined ~low. 

(a) Maintenance of Contract FUcs for l'rocm 'td Sct"Vi«S 

The R~port makes a linding for filing dcticicncics. It claim> that the Hous ing Atrthority 

diU n ul m.:tin lain ad.;;ttualc contra~l til..:~ fur pr<x.::urcd scn..-i L~l!l: b..:;.;am;.: iL la~.:k~d ad~quak UY~rsight 

o r 1L'I co n lra(.."''. Illes to ensure Ihal complcll.: pro~urcmcnl r~cords w~r..: m ainlaim:d. l'or Lhc Old 

i\udit and Ne" Audit p¢riods co,·ered by the R<pon (20 14-201~ and 2020-2022), the OHJ found 

that the Hous ing •\uthority's tile; did not com a in adequat• doctunentatiou to ; upport that it: ( 1) 

dctc.nnin~d that ~ontrac1or bids or offc~ wcm rc!;ponsiv~ to the bid rcquir~m~nts for scvcr1 

conlracb (Old Audi t), (2) inspeded th< cmnp l<tion of lh< " ""' or sorV>.:es for fow· comrads (0 1<.1 

Audi t) and five c on tracts (New Audit)~ (3) ohta ined the contrac tor·s i nsuran~ or license for two 

cootrarn (Old :\udit), ( 4) maintained the S<:ope or &tatement of work des c1ibing, work to be 

pcrform~d or service& 10 b~ prO\'id.::.d for two contracts (Old Audit ). ( 5) notill~d th~ tmsucc~.ssfu1 

biddors fo r "" " conlra..:l ( Old Aud it) :u1d two contmcls (New Audi t). (G) rocciv"d the bids 

.ubmitt~d by each vendor for two contracts ( New Audtt), (7 ) publis hed a proctu·•ment notice in a 

local tl¢\\~paper to r two contracts (:-Jew Audit),(~) had tll<' mtionale for th~ procur em ent m ethod 

u; cd for oue contract (:-Jew .'\udi1). "!be Report's flndings center on the failure to ensure that the 

ITolL"iing Authorit y"s liling cheL;klist w~ l:Oinp lt!t~d. 

i. Dm:mncnlution 

1lte Repo rt· s lind ing,s nn tiling de ficl~n .:=i~s d~!\ atui hute any resulting hann~ 110 1' is there 

any such indication. Howcv~r. as an init ial nt 3t1 cr. much of tb\: Report's claims for filing 

dcfici l.! lb.:ics i~ im:orn.:d . 

4 
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Re garding purp orted mi ss ing in spe~ tion do~umcntation , the Ho us ing Au th orit y doe s no t 

OJ Comment 6 > i11 cl ude docum~ntatinn o l· \·Vo rk perf(>rmed on se rvice C<nllrad s, in~ludi11g tile St:!TVil~e ~<m tracts 

ide ntifi ed in the Repol1 as lacking inspec tio n document atio n. Neither HL'D nor the Hous in g 

Authority has a sp..:: citic r..::quironwnt of documentation. s~rvicc contracts can be cxtcnsivo and 

r..:quirc a large mamb:r of scrv ic~..: visib over tin.: lif.; of th..: ~..~onlrad . The Housing A uthority has 

<L"!-icl managem ent stair (wh ic h may indud.; kadc rship, property, and:'or mainl(...1lancc l'i tall ) 

overse e and observe the work during and aft er the se rvice work. :\ss1m1in g the work meets the 

approva l of the asset manageme nt staft: the ass et management statf \Vill approve th~ work as 

s uccessfull y delivered. '11JC payment to the ve ndor operates as a de facto indic ation that th e work 

was pt:rl(mnt:d lo s aL is l ~u; tion . A separate rt:porl on inspecti ons is not maintained nor is s uch a 

repm1 necessa ry or required. 

'!he Re p011 makes the f ollow ing add iti onal er rors in its asse ssment of mi ss in g 

docurn\!m.a.tion...<illtong the docwnent'J which a.r~ not actually miss ing ar~ : submitted bide; for OJ Comment 7 > 
cun tnu: ls 082 4 (al ~whcd horclu as Appc ndi' A) mtd 0 ! 20 (allachcd bordo as App<n d ix B 7 bids 

ti' om 212 e mail) and doc uments indi cat in g pub lication of procurement noti ce for contra cts 1023 

(attached heret o as Appendix C) and 073 1 (a ttach ed hereto as Appendix V). Far from there be in g 

any actual harm for filin g deficiencies, the Report fails t o accurately assess th e docmnentation that 

\Vas maintain~d. 

ii. Fedcl'al R egulations 

1l10ug h comp laining ahout tiling ddicien cies; the Repo1t does not identify or accuse the 

Housing Authority of violating an)' federal rogulat ion requiring th~ Hous ing Authority to maintain 

tho prowrcm<nL l'Onlrad mawriab highlighkd by lh< R<porl. lli< only f<dcral regulation l'itcd 

o n thi s point is 2 CfR §200 .3 IR( i ) whic h vagudy slates : '"Tht,; non-Federal cnlily musl maintain 
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record-; s ufli ~ient to detail the h1swry o r procurdm~nL These re~ords voi ll include~ hut are not 

nccdssaril y limit~d to, the l(>llowing: rational d f< >r Lh dmdhod o fpro~urement, sele~tion or ..::on tract 

t ype, contract or se le-.-tion o r rejection, and the bas is fo r the contra ct price."' This regulation does 

not support t hl.! OIG's finding of non-complianc(:, because tll..! regu lation docs not contain any 

Comment 8 > 	 r..:quirc m ..:nt for the sp..:c ific types of docum~ntation that must b..: m aintained. R<tllwr. th..: 

regulation pro vid..: s some vague ly <.kscrih..:d cawgor i.;s or inf(>rmation th at thi.: dm; umcntation 

shou ld reflect lmp01tantly, th e regulations defer t o the Hou sing Authority's own procurement 

pol icies, 2 C FR ~200. 318(a), yet the Report does not discuss or a>Sess the contents ofth e Hous in g 

:\uthorit~' s policy as it rel ates to the alleged record deficiencies. 

iii. Housing Authorih Puliry 

1l1e Report fails to analy7.e the v arious purpo11~d tilin g ddic iencles as lt re lates to the 

Housing Authori ty's Procurement Policy. "Jbere are tv~·o Procurement Polices implicated given 

the Rcpoli "s (w1vvarrant!o!d) att.l!mpt to rcvivl! thio! Old Audit App.!ndix Econtains the Procurcml!nt 

Po lit\y in cll'\.!d during the Old Audit (hcrc ine1flt\r n.\fi.:"m..:d to as the 2012 Procur~m~nl Polic ~-"). 

Appendix F conta ins the updated Proc urement l'olicy, up d ated in 202 1 (here inafte r refened t o as 

the " 2021Procurementl'olicy·'). L:nder eith er Pr ocure ment Po licy, th e checklist is not li sted as a 

[[J Comment 9 > "req uireme nt."' See e.g, 20 12 Procure me nt Policy at Section 10: 202 1 Procure ment Policy at 

Section 14.C. \Vhild- thd ~he~klisL re lerenced hy Lh d- Report is a means f<>r the Ho using Authorit y 

to dTcctuatc lhd requirem ents o f the Proeurcmenl Po licy, perl'cd comp li an ce w ith the Ho us in g 

Authori ty's check list is not a strict require me nt of the Pror.::ureme nt Po li r.::y. Tndeed, the 202 1 

Procurement Po lic.y recogni zes flexibility. See 202 1 Procurement Policy at Secti on 14.C ("'Ihc 

level of documentation should be commensuntlc with the value of the procurement "). The Report 

docs no t ma"-e any attemp t at providing a qu alita tive analy:.;is o r the rc<.: ords ro r lh ~ s;,;lc~tcd 
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contra'-=IS vis a v is the procuremen t poh~tes. Tn stead. the OT(i takes Lh~ ea.~y way o ut hy m ere ly 

readin g a c h eckl ist a nd ( up<m sc:dn g somrl ite ms nol appearing in the ~,; heck list) impl ies th a t the 

Housing Authority must be disregarding Federal and its own re quirements. 

iv. ~ 

To tlu.: .;xknt that tlu:r~ were ~my filing dciicicncir.:s, the Rcpor l docs not in dicate that any 

harm occum;d. The Rcpot1 do..:s n o t m a ke a finding tha t ICdc ral llmds wr..:n; waslcd o r 
OJ Comments 3 & 8 > 

mi sappro priated as a resu lt of the manner in which contract 11les were maintained. The Repo rt 

does not make any fmd iug that the mmmer in w hich the Hous ing Authority maintained 

procurement contract tiles r\:su ltcd in harm to thl.! federal govcmmcnt. tho Ho using Authority's 

res iden ts~ or p ri vati! conlra.Cl()fS. 

llte Hous in g Authorit~· acknowledges that compliance with its own policies ls certainl:o.-· a 

best practic e. Acc-ord ingly. the Housing Authmity w ill sc hedul e mand atory training sessions for OJ Comment 10 > 
it':; staff to rev iew procuromon1 policies to " " f..:: lnsur~ that it<J staff is app ro pr iat ely train~d and 

familiar \Villi Fcdl.!ral pruL:ur..::m.;::nt n.:quir.;::mcnts." as suggcst..::d by R..::<..·omml.! ndation l D of th-.; 

Repott . Fmther. the Housing Amhority believes th at its policies. procedures. and cont ro ls for 

proc urem ent contract complia nce are adequate, and that stafr tr ain.ings will be sufficient to ensure 

that "(!) proper docmnentation is m aintained. (2) contracts are procured in acco rd ance with 

f edt!ral m1d th e A uth orit y's prol.!urement requiremd:nls , (J) pro'-=uremd:nl stall' ~.::omp l ies w ith 

federal procureme nt requirements, and (4) paym e:nt s ar e appropriatel y re:co ncil e: d'' as s u ggested 

hy Re commendati on 1fi oft he Repo rt. 

(b) Proper Exer.utiou ofContra of for Pest Control Services 

The Rcporl ma.k....: !:i two findings relating to pest. colllro l !:i..::r viccs. o n.; for th..:: Old Audit 

period and on ~.! lbr th..:: New Audit period. for th...: O ld Audit period, the Report rinds that t.h ...: 

7 

Office of inspector General I U.S. Department of Housing and Urban Development 
Page 123 



Ill  
Ref to OIG Evaluation- Auditee Comments 

Ilo LL'iing Authority ~ontinut"d t<J pay fO r p~sl ~ontrol s~ni~ai (SS0:6f(S) l'ollm-4:1ng th~ lenninal ion 

ora contrad l(lr r~sl L'Oillrnl sen'i ,.;~s. For th~ K~w ::-\ udil pe-rimi l th~ Rt1><n1 1inds that the Hou:;. ing. 

Authoritypaid three v<ndors $57,902 for pest control servia<s witholll an executed contract Titese 

findings in the Old <l lld :.lew Audits arc incorrect. as dc>cribcd b~low. Failing to identify a s ingk 

r~gulation o r p oli\.:y Lo suppo rt ils fimlin~. lhc 010 furtJn;r i.:ompo umb its ..:: rron.:ous Jindings b y 

ignnring obvious nu..·l!-0 lhHl , ...·r.:rc t!Vllilahlc al I h e l im.; or the Old Audil aml f\cw Audit. 

i. Old Audit-2UJ~-201H 

'lhe futdin gs in the Ol d f\ud it c~n be dis missed for f()ll! r ensow. l'irst, the OIG ignored 

the fact that the Housing !\1rthority properly procur~d pest control servicos. Second , the OlG 
QJ Comment 11 > 

ignm•t:d Lh~ l"a d thatlhi! procur~U I.:Uilll'al.-"'lor quit and hmninuted lh~ agr~t!IYI ~nl in th~ 10idst ur a 

we ll.documen1ed na1ional bed hu g crisis1 which was particularly e:\1ensive in th e g reater Cleveland 

ar~•- induding Stark County. 'Jb ird. the OJG failed to acknowledge that the Hous ing Author ity 

was abtc 1o ~ngag~ a n~\,. pest cont rol ~crvicc prov ider 41th~. ~am~ price a ; t1t.:: original oonttacf, 

\\ohi.:h w :Lo.; compcLilivcly awartkd . Fourth. wi th th..: cmcrgcnl bed bug inksh1t ion. lhl.! Housing 

i\uUtority did not have time to do a n~w, independ<nt oo>t exercise, followed bv a full 

proc uwnent yet another t:1ctor compktely ignored bv the OW. 

'l h ¢ O!G concedes in the Report il>1t the Housi ng Authority •·etliered into a cootra ct for the 

[p.o.,l cuntmi]S<>Tvice• l(Jr a 1-)·ear l.mn li-om Deoemt>.rr 1, 2014 throug h December I, 201 S. with 

four 1-year r~n~\'-al options .'~ In :\/fard1 20 17 1 allt!r the sec<md. automali~.: ~.:onlr.:ict rt!n t!-wal.- the! 

contracl\W tm11a1era.lly t erminaled t he ~ontracl wi th o ut caust and adv;::;ed the!. Hou~ing Authority 

that it would no longe r pcrfonn scn'iccs under the contract. In th~ time period imm"diatdy 

follmv ing t.cnmnat ion of th~ pest con t rol contrad, tll (.: Hou~ing A uthor ity r~~~l\·\.xl an 

OJ Comment 12> unpn.::L:i:d..:ntcd 4g7 work order r ...'\lliC~bi (whk:h we re provid~d to lhc ora during lh i,; Oltl Audit) 
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OJ Comment 13> 

OJ Comment 12 >  

OJ Comment 14 >  

ffo m residents relatin g to a major h~d hug inldst.ali on impm;tin g the dntire region and many parts 

<) f. the ~ountry. 1 

1 Conspicuously, th~ R~port (!OC-$: not !tt~t~ that rhc OTG was un ::shl~ to confi rm the presence of~ lx:cl hug inf"..:st~tion . 

ln rc.spo~ W th~ Okl AuJ it, the Huusing Authorityprov ii.l ~i.l numt'.rou:; publidy ltvailablc. nc.w:> art ides J~morutraling 
th~ se.ve.rity a nd scope. of the. hed hug crisis to con tradict the un founded statem~nt in the Old ;\udit that th e Tl ousi ng 
Authority fa iled to provide documentation showing a s~vere pest infestation. 

ll1is constituted a seri o us and en1ergcmt l1ealth a11d \-vel l'ar~ emergency that 

req uired quick and decis ive act ion by the Housing Autho rity. 1l1e Housing Authority did not have 

the luxury of following the arclk1.ic, months-l ong procur..::mcnt process. and in fact. HUD 's ovm 

r..:gulati ons pcnnit tl1c Housing Auth ority's actions. 

Consisknl w ith applicab le n.:gula t ions, Sc~t ion 3 (f) or th~ ffmL"\ing Authority's 2012 

Procurement Policy (attac hed hereto as Ap pendix E) express ly pennits sin gle -source, 

noncompetitive, an d emergency proc urement of services v ..'hen an emergency situation threatens 

tho public hea lth, welfare or safety of res idents. "lhoro is no doubt that tho bed bug infest ation 

con stituted an emerge ncy which thr~atc:: n ed heaiLh, \.o.·drare. and, th~ref{:n-c , th~ Ho using 

Authori ty's em ergency procurement of p est control serv ices wa s not on ly n ecessaf)'~ hut was a lso 

express ly permitted by federal re gu lations, HCL) guide line s, and the Hous ing Authorit y ' s own 

polic i~s. Furt.h~r. in light of the ~m~rgcncy situa.1ion. th..:: H ous ing Autho rit y appropriately tr~atcd 

each work o rd io!r relfUCSl as 0:1 separate pun.:hast; ordt~r JOr p~s t contro l s ervices, and lo!ach pun.:has~ 

order was below th e Hous ing Auth orit y's micro purchase. threshold. See Appendix E at ~3(1:l) . 

Pu rs uant to Sect ion 5.2 of HUYs Handbook, the Hous ing Authority is •'-'Press ly permitted to 

make individual small purchases and is further permitted to set a mioro purchase threshold without 

soli~i ting ~ompeti t i vc quo tati ons. Not onl y \Vas the Housin g Auth<:n-ity ' s acti <m rd ated to pest 

control n ecessary and appropria te under th e cir~umstan~es, it was also ~ons i stcnt wi th ITIJTYs 

gui deline~ and the Ilnu~ing A.uthorlty's pro c ureme nt polic ies . 
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ii. '\cw :\ud i t- 2020-2022 

f.nr the '\"ew il.u dit ~riod~ the R~pmt l:aul l-; Lh~ llnu!'.in g Auth orit j'· fi.lrpa~·ing three \'cm..lors 

$57,90 2 fo r pest c<>ntrol sen·ices wi1hout an exec uted c<>ntrnct. llte Repo rt ident i ties pa)me nts 

mad.: prior to Ja nuary 17. 2022 when the Hous ing Aut ho rity awlltdod pc>t contro l ;~·ices to t llr"' 

The IJnusing Aulhonty ·~ uclion:o; wt.:rc proper a.o,; lh..:: p.:st-conlro l scrvi'-'1.:~ (d l under Lh.: 

omall purchase t hresho lds . Unde r Section 3{!)) of the 2021 Procureme nt l'ol icy and S«:l!on 3((')
[JJ Comment 15> 

of the 20 12 Procurement Policy. t he Hous ing ,\uthor ity is pemtitted to make pur~llases util iz ing 

1hc SJnall purc hase proc.xlurcs. See _'\.ppc-ndi x 1::; Appe ndi x f'. Consistent with 1hc Polic ies, 1hc 

IlolL'.;ing Autlw nty soli..::i tl!d at le-a:d thrt:t!' t.tuot~s f()r serv ic~s and Uisuihut~d payments umottg thrt!t! 

vendors . .\'ee. !d. Jvlo reover; th~ pa.ym~nts to the thrc!e vend ors '""'ere h e low th e $50J)00 limit fnr 

qualifying small purchases. Attached h~r~to as Appendi x G ar~ tlte quotes for services t hat the 

Report notes a' purpo rtedly m issing. 

(c) Requirrments for Noncom~titiv~ [Jruposal!ri/Reason:.tbl~n~~s of Contr:.ct C ost., 

·th e R~port i demilies 1hree lind ings re lati ng to nOllcotnpet iti''e t>rcposals ami 

reasonableness of cont mct costs. Jl irst, the Report found that t lte Hous ing :\ut hotity d id not fo llow 

fed em! requiremctlls for uonco mpetitive proposa ls because the Hou>iug : \nthority "d id uot o btain 

and rtH.:eiv~ upproval l'rom ft{JJ) to nom.:mnp~titi vely a ward th~ ~untract!' as required." Second. 

lh t R~porl l"l ntl s lha l lh~ rlo u si ug A uth or ity \ ; indqH:md~nl .,;os l ~limal~ n~~dcd improve m tm l. 

111ird, t he Reper1 fi nds th at til< llo us ing Aulh<Oi i ty did not always suppmt t11a1 oost <lf Jnice 

ruW}~CS woro pcrfonncd. All three findings lVC basckss. 

;\un,·nmct"fitin• P ro nos:tl s 
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The finding regarding mm~omp~Litivt: propo~;als L:uw....-ems only th~ Old Audit. As 

reL:ognizro.d h~, th~ Report~ there w~r~ no non.a:mtpcl iti \'~ pmpos<rls or sing.le-soun:e conlr<Jl;ls rorOJ Comment 16> 
the :\ew Audit (2020-2022). The Reve rt's conclusion in the Old Audi1 i' erroneous because the 

Housing Authority is pcm1ittcd to sclf-c.: rtify. Th.: Report misund.:rstand~ the federal 

r~ttuircru..:nb on this point. Th.; Rcpor1 r..:: f..:r..:m.x."::i Cltapl..:r 12 of HlJD's Pru(.;Uf'-'mcnl Handbook. 

0Jo. 7U)().S R..:\". '1) with r..:sp..:cl lo th e s..:ll:.cc11ilkalion prm::css hul ignor.:s lha.l th ~.: llandhoo._ 

(which cites 24 C r.R. § S5.36) e>;pressly penuits exemption tluuugh selt:certilkation. S"e HU) 

l'rocuremem Handbook, section 12.S.A 24 <.'.F.R. ~ 85.36 was rescinded; however, under the 

rdevant pro1·isions of2 C.F.R. ~ 200.325. th~ Housing ;\uthority may "scu:certify i1& procurcm,nt 

:~ysl~m~: aml, lh~rd(>r~, be ''exempt f!·om the pre..prm:urc:tn~nl r~\·iclv.-.'· As a non-lf-deral ~mtity 

1hat has ,.;elf.ce11itied thJJ its procurement pnx::ess complies with standards set fi:Hth in 2 C. f .R. 

Part 200, the Ho11Sing Authority had no obligation to obtain HUD's preapproval tor the 

non~omp.ctitivc or single-source conuacts referenced in th.: Report. 

ii. Old Audir: lnd~e~ndent Cost Estim:a1esl Price ,\nah·se~ 

For tit¢ Old Audit, the Report identifi•s t"o contracts (09 17 and 1125) for wlJidt theOJ Comment 17> 
Housing Amhority did 1101 support the independent cost estimat<. l'rior to awarding the 0917 

( HVAl') contract. tl1e Housing :\ uthoritv perfonned an independent cost e&timate and provided 3 

copy of the extinutld lo lh~ OT(i. The nmner Jlou~ing Authm;ty employ~!~ responsibl c: fOr lh~ 

im.lcpc-ml~:!tl l co:-ol e.sLimat~ i.:On....Jdered ..;ontra~ls a\,;m·d~d in the (>&.L"' l hut dld not a~..:ounL f(w inllation 

or current marl.::t ..::ondltions. Accom1ting t~w lntlatinn al(lll~ e~11lains the relatively1ninor 1'2.94~.-li 

($10,812) variance bctwocn tho HVAC con1rnct price and tho independent cost ost im.•to. 

Addi1ional1y, the Rt.:porL tlol.!s not w nsid..:r th~ facl that lh~ imlcp..,nc.hmt &.:osl <.~Lirual.: \\·as 11 hm1p 

11 

Office of Inspector General 1 U.S. Department of Housing and Urban Development 
Page 127 



Ill  
Ref to OIG Evaluation- Auditee Comments 

:mm amount; \~hil~ the award~d ~..:onll'a(..t was hased on an hour ly rd.l e . Tilese fa-.;tors shm-~,· t hat lht! 

ho urly rat~ w as r~a sonahl ~ ami con s is lelll wilh Ll1~ iml~dt!nl cost ~stinmk. 

Similar t o th~ HVAC ~ontract. the omounts paid by tl1e Housing A>nhority under the 1125 

(Fumac~ Replacement) C')llfract wa.> reasonably consi>tcnt with the indepeu d.:nt cost c;timatc. a lJJ Comment 18> 
cop y of \\hit.::h was pruv id.:d to OIG. 111..: indcpcmlL-'llt ,;o~l c:~tinu."tk for c;n:h funuc.: wa~ 

$2.1 43.68. ll1 ..: quoto.:d t.:o~l wa.~ S2.650 ror some unit ~ and $ 1,8 25 l<1r olh..:rs. w ith an a.va:ragc per 

unit cost of $2,23750. "In• ditferen<¢ between the est imated cost m d tile average per uni t cost 

from the w.iJuLing bid was merely 5%. not 23.6 a> >tated in tiLe Report. A> tl1e Housing Author ity 

c':plaincd in its price anitl)~i ' foll owin g receipt ofthe bid for the furnace contract. a 5% difference 

hdWf'el l ilk: hid U11d ll1~ indep~nd~11t I.:OSl Cl~tinlale is appr<lJ')fiat~~ f8.ir a11d f~a:mnuhJc. forth~ 0 (0 

1o recmmn~d the po,:;sihi lity o f reimhursing. rn ·n tOr the full $1 ]0~712 contract amo unt ~cause 

of this 5% d ifference. which was 1\tlly e:-;plnined in a pr ice nnnl ysis at th~ time the bid wns 

a<:ctptcd. is an outrageous ov.::rrcach. E,\;~n 1~lking a more rcr1sonablc position (lf r~comm~nding 

I hal I he Hol.t<mg Authorit y rci mburs" Ht:D S653~.60 ( I he 5% of the contract price exceed ing Ll~<: 

in dependent cost est imate), th¢ 01() would be plac ing housing authorities ac1uss th¢ countl) · in the 

wholly untenable position of not be ing able to accept any bid tl>at eKceeded the indepen dent cost 

¢Stimate. This would eYiscerate the very defmition of M "independent cost ~srimare" and would 

render moot the Tn:n glridel1n<s pmmul gat~d ror lhe Vl!ry purposes o r <xplaining difldrl:lnces 

hctwe~n eslimal~ and hidx. 

iii. 'icw Audi t: IndeocndcntCo•t F.stimatcs/Prico An~h scs 

For the New AudiL the Report focuses on seve n contract' (0824. 0505, 0731. 0120. 1105, 

1102, •nd 02 16) \\hi"h purport<t11y \·ar icd from the Hou:;ing Authority· s indcpomknt cosl 

c-stimutc:-; hy 20 ·57 ~n.:cnt. ln partic ular, tho: R..: por1 f (x:us~:-~ on C{mlracl 0216 wh~rc lhc sclcct~d 
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vendor· s hld \~us tlu: loWt'SL but, due 1'> dtangc <Jrdt"r!;, th~ conlr.Jd inLTea~ed to an amnunl that 

w~L"i m nrt:l tha n Lh~ st't:on d lo \\'es l hid. A dditionall y . Lh~ R~pot1. ~Lalc>s th e Ho us in g A uthori ty did 

not pn.wido cost or price nnnly•es to suppott coot> torlour contracts (0505. 08 24, 1023. and 0216) 

in cx~ss of c<:>ntractcd amoun ts. The s~wu contracts arc addrc•s~d i n nun and ju.tificatious arc 

provid t.aJ below. It i~ impur lan l lu not(.;. how~v..:r. Lha.t I he R~Jxnt doc~ nul~;ik lo IUlY~p~..a:i fi~.: 

r.:q tn rcd vari m11.:..: h.:lwc~n an imt..:pcmk nt .:o~l csl imalc a nd .,;onlra.: l pri~;..:; ra th .:r, il app..:ars tltal 

the O!G appl ies an unwritten benchnmrk for th• variao:ce. f urther, as notod above under the Old 

Audit. a rigid wmdard !or inde pend.:.1t cost estimates wo uld b.: absurd. 

a. Contract 0824 

r nr I..~Hillra~l 0 824. Lh<. R~pot1 nlistak~nl)' uverlool.:s li n: n.u.:t that thi ~ ..::OI'IU';.l\:.l \\:a~ 

soli citated as a Request for Qual ificatio ns ( Rf.Q ). The indep end ent cost estimate fo r con tract OR24 

was based on the pri or year's expenditure . '! h e Homing Autho rity platuo ed to s pend capital f unds 

on rcoovarjon of dcvcJopmcnts. and more A&Esc.rvic~r-.. were antici pated thMil prior y.::ars. FW1hc.r, 

awan.ls fOr contract s on ~m RFQ ar...: n o t bcts...:d so h; ly on pri(.;~, aC(;ordingly~ tlh.: Rcporl's ~oh: focus 

on the variance uetw¢¢ll the indep en deort cost est imat< an d co ntract pnce is misleadi ng. ,\ ; for a 

cost!pri,-~ ru1nlysis. contra,; OS24 is a service contract for A&E service s. 'JlJe contract w a> for 

OJ Comment 19 > 	 hourly rates. '!he Housi ng Auth ority's change in direction on use of capital funds for development 

re twvatiom; c~ate.U an im:reas~U d eman d for A&E t-en·i~o.·<s. T o accommodate th~ itH...TI:la~ed 

dcmam:l~ th~ conln:ld ma'l: imum v.·:.L"i in ...~r~ascd, hut th~ saJnt! ral~s r~main~Ll. A..:con.Jingly .• th~ 

Repo1t·s co ndus io11 that the Hma.~ing Authority agre~d to an increase in the cnst of serv ice is 

miskad ing. The Hou~ing Aut hor ity merely approved tbc capacit y for mor~ services at th~ sam~ 

rates. 

b. C..mtract 0505 
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r or contra~:t 05 0 51 th e purp orted vari anL:~ behvecn tht: indepemknt cos t estimat e and 

conlrad pril::e is du e to a mi slak ~ dur in g th d New A udil peri o d w here the OJG m ay have h~en 

provided with an inco!Tect independent cost estimate. It appears that the independent cost estimat e 

OJ Comment 20 > totaling S205,80 1 was takt.!n from a fony-pag~ vendor lcdgl!r that was incorrl!ct.l y labckd (·JCE." 

Th~ soli~.: i t.at ion for t.:onlract 0505 on ly r~qucstr.:d ho url y raks from bidders. The actua l 

ind cpcndcnt l'OS I csl im alc justificat io n \V aS d~lcmlincd by ta king the avtTagc o f' lh ~ ho urly raks 

among the bidders. See Appendi x H. '!he executed contract had a minimum of $175 ,000 and a 

maxi m1m1 of S246,96 0 . Uiven that the OlG was operat ing w1der incoiTect inf01mation, the 

Rc.po rfs co nclus ion that the contr act price varied too far fro m the ind~!p~! ndcnt cost ~sti matc is 

eJToneo us . As f'or a ~ostl price ana ly s is. i.!Onlract 0 505 is a sc: r vic e contrat:l J( Jr pl umhin g servic t:. 

1l1e co ntra ct was fnr hourly rat~s an d materials . An incre ase in t he max imum cnntract amnunt 

does not incre ase the cost ofservic es. Rather. it merely allo ws th e plumbing contractor to do more 

nec.dl!d sen:i c~ work. Accordingly. the Report 's eonclusion lhat the Housing Authority agreed t o 

ru1 incrcasl.! in the ~:os t of service is m is leading. Th~ Housin g A uth o rit y m ere ly app rov..:d th!.! 

capacity for more services at the same rates. 

c. Contract. 0 731 

Contract 073 1 was awarded to two vendors with maximu m amounts of $ 130,969.53 and 

OJ Comment 21 > $ 1 )8.4~9.99. Th~ R~port mi s lead ingly adds Lh~ l\.vo ma."l< imum am ou nts to reach th e conl rad pri .:t! 

o r S269,460. Natur all )', th is causes a h ighe r vari an~:e hetween the "c<mtract pri~c" and th e 

ind epende nt cos t ~stim ate~ a varian ce manufact ured on ly hy th e OTG 's cho ice of math . further_. 

the na1ur...:: of servic~s for contract 073 1 must be consid...:: r...::d . Given that.0731 rdatcs to cm...::r gcncy 

n..:mcdiation sL:rv it:L:s~ the adu al eontrad ~p~Jnd is dt.~pl.md~nt on the o~,;currcncc of jnh ~Jr~ ntly 

unf(m;se~ahle cmcrg~m.: ies. 1l1c indcp'-'1ld cnt cos t cslimatc n.: ll~ct s th is unc~rtai nty :.md li s ts il as 
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OJ Comment 22 > 

i ' I 
v Comment 23 > 

OJ Comment 24 > 

a varia h i e. D uc=o to lhe un~l:!ltainty. lhi:! iml~cmknt cost ~stimak p rovide s a fluor or $U~9.000 hut 

a pp ropriate ly reco,gniz~s th at ~xpt'nses may ~urpass $ 1 R9)0 fX). S ee App~dix L A~~ortlingl y: th~ 

Repott' s oonclusi on that the i ndependent oost estimate wa. a "'hard'' number of $ 188,33 1 is 

jncorr~ct. 

d. Cun1<a<: t 0120 

f or c<mlrud 0120, t he indL.-pcnd..:n l ~osll.!~lnnatc ls rci:lsomlhlc wh l.!n cons idering lh.: other 

~ompetith·e bid tor the contract. 1lte solicitati on to r contract 0120 had two bidders: -

•••••for S331 ,322 and······f or $210 .577. '111< independent cost estimate of 

$210,834 was in line with th~ compctitiv0 bid oflllll. 
c. C.unl<a<l 1105 

Fnr contract 1105: tl~ sdic itation had four hi ddef!'ii tOr what wm.;; nmside red a stnall projec t : 

•••••• (S2 6,6 25 ) . •••••••••••• ($26,705). I 
- ($86,0473) andllllll ( $25, 4 52). Giv~n t h m this wasa small projw with an 

imh.:pcml..:: nt ~..·ost ~slimah: of $37.724 i l is rcHs o nablc l u ~xpcd bidders lo br.: :1ggrcssin: \" ilh t11cir 

pri;;ing. Additioually. the solicitotiou for this projoct occun-ed in th• Fall of2020 during the height 

of the COV11).19 pandemic. '!he uni<JIIe and d 1alknging market condition> of the paudemic 

caused conrractors t o be more aggressive in pricing aud re;ulted in bids lowcrthlln the independent 

co~d estlmale . 

f. Cunlm<l 1102 

For contrad 11021 the so licitati on \\-as for rato;}S ba~~d on hedroom siz~ and d ifli cult y of 

unit tum (i.e. light. modcmtc.. and cJo.i ons i1·c) . TI1c Housing Author ity had no prio r experience with 

us ing a thin l pa.rly fo r u nit tum s~rviccs. ami dcvd oping a tolal p1i&.:.:: in line \~ ith a n ind-=pcndit.!nl 

t'U~-tl ~~timak wa s n o t a'i important as ha\·in g comp\.·tit iv c rak~ lOr dill~n.:nl bedroom stzcx w1 d. 
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clcg~~ orW<ni .;: requi~d. Tltc R~~mt USI!S <nl i11COIT~d !.::Oiltr.A:l pri\.:e f or '-'Onlrad 1102 h~· omiH ing 

1he $20~000 contracts a\\'arded for Allianl:c'! Tow~r. When includin g Allian~e Tm~~r, th~ total is 

$770.000, not S750,000. lltat said, the Hous ing .-\uthority a cknowle dges that its lack ofprevious 

cxpcri~nc~ with unit-turn ;crvicos provid~d by a third party resulted in a variance between the 

~onU.:u.:t pri;.;..: Mtd inJcpcndt.: nt ~ost cstim.:llC, ;unl tb\.': HoLeing Authurity will 1...~~rn1 from its 

g. Contmct 1023 

'l11e Repott does not indicate problems with the il1dep¢udent cost estimat e for contract 
OJ Comment 25 > 

1023. '"' for a cost/pri ce ana lys is of increased contr act amount s, contract 1023 is a services 

those rates. n~ ilmended contract d id not in crease th~ co~1 ofsen~i~~ ra ther, it merel~· pe m1itt e d 

the floo ringcontril<."torto do m ore needed senice work Accordingly, the Repott's con clus ion that 

th~ Hcws ing Authority agreed to an incr\:M.~ in the cost of s~rvicc ib mislc..'\ding. 111'.:: Hon~ing 

A utho rity m~n;ly ap pruv.::d the i.mpa, ily fur more scrvi~.:: ~s at the s ame r:Ji cs. 

h. Contract 0216 

For contmct lt216, th¢ Report ignores the range of bid; received for tht contract work and 

OJ Comment 26> 	 the hi >1ory of the Hou>ing Amho rity's re h tionshi p with the winning bidd er. - - 1he 

!To u.,ing Aulhorily ' ""d'•ed 7 hids ran gi ng in prko li\nn $3,468:219 l ll $6, 187 ,37.1- Lh < largos l 

ol'which nmll.:h~t.l dosd y w ith th~ imlepend~nt i.:usl ~slimat~ o f$6,J 77_. 149. Se~ A~ndi.l( .l. TI1~ 

the Housing Aut hority. an d a his torv of s""cc''ful co mpletion at cosh lower than other bidders. 

A~'-=ordingly, l h~ sdcd ion of •••• was n.:asonab lc. .-\s f or the R.:purt'~ request for 

dO<.: lllll.:n wtion regarding incrcal'i.:d c ontract nmo unls sec Appendix K, '"·hich should suLisf)' th~ 
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OTG's ~on~ems. Appendix K show:-; that there were many unroreseen events ~ aus in g ~..: h an ges to 

the ori ginal contract am ount. It is unr~asonahl ~ for th ~ OICr to exped that in a l arg~~ s~al~ 

construction project.. 1here would be zero changes to the original contract amount. -is a 

trusted contracting partnor of the Housing Authority with a demonstrated history of providing 

qua lity, low-L: osl servic~s. Though the final contract pri<..~c was im.:rcas..:d ov.;: r th.;: origi nal pri c~ , 

it still <.h d nol ~xcccd th~ independent cos t estim ate. 

(d) Minimmn and Maximum Quantities in btde.linite-Quantity Contmcts 

'!he Report makes two fmdings wtder tlte Old Audit and 1\ew Audit rogarding minimum 

and maxi1mmt quantities in inddin..it c-quantity contracts. As rccogniz~d in the Report, the Housing 

Authori ty previously addressed the findings or the Old Audit , so th i:-. is:-mt! is moot. For the New 

Audit, the Repo1t ·'s tindings are inconsequential. 

For the Old Audit, the Report states that four indetinite-quantity contracts did not include 

a minimum and maximum qwuttit.y of supplies or services. R.:::eognizing tltat this was .::: rror~ th.::: 

H ousing Authority am .;:: mlcd its proc~sscs to f..! nsurf..! that it compli.;::s w ith HU D 's rcquir...:m.;:: nts fur 

indetinite-quantity contracts. 

For the stated purpose of "assess[ing [ whether the [Housing[ Authority implemented its 

amended processes for indefinite-quantity contra0ts~ the New Audit rcvie\vcd six of the Housing 

OJ Comment 27 > 

OJ Comment 28 > 
Authori ty's indefinile-qu.anlity l'Ontracts. 1l1ree of the six \\'ere l(nmd LO he L"ompliant. According 

to the R~porl, th~ r~mainin g thr~t! L" ontracts (OR24, 0922, and II 02) ~onta in~d maximum amounts 

hut did ll l)t state a m inimum amount for servi(;es. As an in itial matt er~ contra(;tS 0922 and 1102 

arc not. writt~n as indefinite quantity contracts; th.:::y are Fix.:::d Price Kot to Exce.:::d contracts. A 

simplo rea ding of c'Ontrad s 0922 and 1102 imlic ttk s this fac t. A"conlingly. cont racts 0922 and 

11 02 arc im.:orrcdly listi;d as non-compliant contracts du~ to lacking a m inimum quantity. 
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Even if' the iden tifi t! d contracts were inddinik ~ontra~ls: the Ho using A uth ori ty disag rees 

that a minim um quan tity was r ~quired where the ~ontract did c<mlain a ma ximum amounl. 

Notably, t he Report does not make any fi ndin gs that the failure t o includ e a minimum amo unt 

caused any n\!gativc. cffcc1 to pricing or costs . nor docs the Report recommend any rci.mburscml.!nt 

on this po int. Cont ra.l.' ts 082 4, 0922, 1U1d 11 02 arc s~ rvi l.'..: s conlra<..~t s. Tit ~ R..:port docs no Iindil.'ak 

that sc rvil.'cs .;ontracl-.; Jackin g a minimum amo unt ma~' be non-hindin g , as the llm1dbook cautions . 

See HCD Procurement Handb ook 7460.8, RJ::V-2, section 10. 1.C.3. a.iii .(B ). "lheoretically, a 

services contract without a minimum amow1t could result in no s~ rvices provided and a total of$0 
[CJ Comment 29 

s pent. 	 It is diflicult to fath om h ow the. poss ibilit y of a serv ices contract fo r SO ca uses any harm 

wha tsoever. Nc: vcrthel t!ss, th e Hous ing A uthority ''viii s triv e to t!O S ur~ th at i ts procc durt:s an:: 

follov:e d and that contracts include maxim um and minim um quantiti es where nece~sary . 

(r) l'aymcnt to Contmctors in Exrcss of Contractr.d Amowtt 

t:udcr tlw Old Audit, tlt c Report fin ds thllt tltc Hous ing Author ity's payments t o a 

landscapi ng contracto r cxcf.!...:lk:d thf.! value o ft he L.:o ntract. Tiu:: Rcporl docs not make any findings 

regardin g excess pa; ntent under th e New Audit. "!he findin g wtd er the Old Audi t is incotT<ct. 

"!he contract f or land scaping serv ices included two heading s: ( I ) th e " not-to-excee d valu e" 

of $ 146,842.43 ann ually fo r kn own land scapi ng nee ds; and (2) other services required, but not 

known at the time or prO(.':liTt: m en t. Durin g the Old A udit. the Ho usin g Author it y provided-yet 

the 0[(l ~hose to ign ore---do~umentaLion th at th e Hous in g Authority paid a contracto r 

$ 1 42~ 5 1 9.18 tOr se rv ices provided und e r the "not-tfH.~xceed ~' ~ection o f th e co nt ract. 11m !-: : the 

[CJ Comment 30 > Hous in	g Authority pa id t he co ntract or $4.323.05 less th an tho co ntract amount. 

Tho Addi tional $4 8.3 10 pai d be yo nd the eonlrad mn o unt wa' fo"crvices covered wtdcr 

the second head ing of l ht.: landscap ing ser vices ~,;ontra cl. Spccili ca l l~.-. the "a s -n ~cded" landscaping 
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liervi"·es indlll.l~t.l y~ar~h,·orJ.. for res i(h:nts \.V ilh di sabilitie:-l \.VhiL:h are req uirt!d under Lh~ Amcrri..:ans 

\<v ith Disahil11it's A..:l: res p <mdmg l o Wt!a1her t!Vt!nts~ mainhman~.t! of v:.u.:anl pm~tties. servi'-~es 

r~qui re.d t o n\·o id or c:ure municipal code \iolat i ons, which wer~ ultimately billed back to the 

r¢sid~uts, and oth~r ;crviccs not includ~d in the ..not -to-exceed" sectio n of the contract. Titc>c as-

m::I.X!..:d !icrvic~;s \\''"rc proper!~· con1m'-=kd fu r ;mU pa icl1 h rough ~..:paratc pun.:h~c urdcr:s, which 

arc. hy Lh~tr very lh:fini ticm ! slan da lonc conlrat:ls s..:parat.: and a purt ITon1 lhc hro;u.h.'T lamlscupia1g 

~et·vices contract . Significantly each purch ase order was under the mkro purch~s~ tlu-eshol d andf 

th~r<fore. was >olicited and paid in a manner consi ;t~nt with Housing :\\nhority policy and f ederal 

rogulations regarding procurement See AppcndiK 1:.. 201 2 l'rocnrcmcnt Po licy at §3(1l) . Co;nos 

,,rth ese purdlase <ll'dt:rs a~ atta...:h~ll hert:IO a.-.; Appt11di Xr. Th~t al lacht:d pun.:ha.'1~ <)rdt:rs satl~ry 

the R~port 's n o tation th a11 he ...\uthnrit~' di d not provide d o..:;umen tati o n " t n suppo rt th<tt ( 1) thc!Se 

additional payments were f or special services and ( 2) it had issued purchase orders f or these 

scrvicos.,. The OIG"s failure to approciate the 11Uaucos ofthe landscaping s¢rvicos contract. or tit.: 

ma.tmcr in whid1 .as·n.:..:dcd. s..:rvi~,;~s w cn.: procm..:d dws nol \.!ljtlat..: to nolt~..·ompli<J.nL.:..: by l h&.: 

Housing ;\uthority. 

Condusion 

In s\unmary. it is apparent the Olt i's objectiv~ was To condu.:t a review which generated 

the l arg~:-\l pos'\ihlt:! ~ayment o f r~!!rcd fl mds fro m Lh~! flnu.'iing Auth ori ty regardlc:x~ tJ!' fncl.'\,OJ Comment 31 > 
laws and r~gul alions. T he Tlom~ing A uthority appr~~ialt:s the OTCI's input and lo ok s fon-'~<anJ to 

coordinating with Jn.: nto ~nsur~ co ntinlk':d ~omp1ianc~wi th procuremt.nt guidelin l!s in th~ future . 

Please do not hc~itat.~ to contad me if you h ave any r1u~o!sti ons or concerns., or ifadd itional 

information i~ r.:<.juircd 
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OIG Evaluation of Auditee Comments 
General Comment: 

The Authority’s written response to the draft audit report included documentation, under appendixes A 
through L, that the Authority asserted supported its written response. We referenced this additional 
documentation in the following comments but did not include the information in our report. We 
redacted the names of contractors and OIG personnel from the Authority’s written comments to protect 
the identities of the named individuals. 

Comment 1 We disagree with the Authority’s position that some of our findings are outdated and 
should be disregarded. The finding regarding the Authority’s procurements has existed 
throughout the entire period in which we have performed this audit. Our updated 
report identified issues with the Authority’s policies and procedures, contracts, and 
independent cost estimates that were similar to those we had previously identified 
during our review of the Authority’s procurement practices. 

Comment 2 We disagree with the Authority’s statement that the report does not assess the levels of 
oversight in the Authority. During our audit of the Authority’s procurement practices, 
we held discussions with the Authority’s management and staff regarding policies and 
procedures, supervision, staffing changes, and training. Our report includes 
assessments of the Authority’s oversight in the context of our findings and 
recommendations. 

Comment 3 We disagree with the Authority’s statement that the report does not find that the 
Authority misappropriated, misused, or used funds for personal gain; spent funds for 
unallowable goods or services; or paid for services at unreasonable or uncompetitive 
prices. During our audit period, the Authority paid more than the contracted amount 
for one contract and was unable to support the price paid for some contracts. Based on 
our review of the Authority’s documentation, we were unable to determine whether 
the Authority used Federal funds appropriately by paying for goods and services at 
reasonable prices. Therefore, as recommended in this audit report, the Authority 
should support the reasonableness of the amounts paid for those contracts. 

Comment 4 The Authority claimed that findings from our initial review should be disregarded 
because they were identified more than 2 years ago. We communicated to the 
Authority that we would include in our final report any findings from our initial review 
that still existed. We determined that the Authority had made efforts to improve its 
procurement processes since we first communicated the findings of our initial review, 
but also that several deficiencies still existed at the time we updated our report. We 
also identified additional opportunities for the Authority to make improvements. 

Comment 5 We disagree with the Authority’s statement that it had limitations in addressing the 
initial review due to the lack of information available to the Authority. Our audit was 
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based on documentation provided by the Authority. We provided the Authority with 
the results of our review many times throughout the course of this audit. 

Comment 6 We disagree with the Authority’s statements that the Authority does not need to 
maintain documentation of work performed on service contracts and that a separate 
report on inspections is not necessary or required. The Authority’s contract files 
included inspection and field reports for plumbing and unit turnover services. Further, 
according to the Authority’s prior and updated checklists, inspection and field reports 
are required file items. As stated in the audit report, HUD Handbook 7460.8, REV‐2, 
provides a list of the types of documentation that should be maintained, which includes 
inspection and field reports for the various procurement procedures. 

Comment 7 As stated in the audit report, the Authority’s procurement files did not contain the bids 
for contracts 0824 and 0120. The Authority provided the missing documents, under 
appendixes A and B, with its written comments. We have evaluated the documentation 
and adjusted page 8 of the audit report to acknowledge receipt of the bid 
documentation for the two contracts. 

In addition, the Authority provided, under appendix C, a receipt of payment for the 
publication for contract 1023. However, the Authority did not provide the actual 
advertisement‐publication or evidence showing that the publication ran for 2 weeks. 
The Authority’s procurement checklist shows that advertisements are a required 
document. Therefore, this contract will remain in the report. 

The Authority also provided, under appendix D, a job posting for emergency services for 
contract 0731. This job posting was listed on the Public Housing Authorities Directors 
Association’s website rather than an advertisement in a newspaper or other print media 
with local or general circulation, in a trade journal, or using e‐procurement systems. 
Further, there was no evidence to support that the solicitation ran for a period of 2 
consecutive weeks as required by HUD Handbook 7460.8, REV‐2, section 7.1.G. We 
modified the report to acknowledge the receipt of the publicized notice, but since the 
publication did not indicate the length of time for the posting, this contract will remain 
in the report. The Authority should work with HUD to resolve recommendation 1H. 

Comment 8 Federal regulations at 2 CFR 200.318(i) require the Authority to maintain records 
sufficient to detail the history of the procurement. Although the regulation does not 
specifically identify required documentation, it does identify specific procurement 
activities for which the Authority should maintain supporting documentation. 
Additionally, Federal regulations at 2 CFR 318(a) require the Authority to have and use 
documented procurement procedures consistent with State, local, and tribal laws, and 
regulations, etc. Therefore, the Authority’s procurements should comply with Federal 
requirements and its own policies and procedures. During the audit, the Authority 
stated that its checklists were part of its procurement procedures. The checklists 
specifically identify the documents that will be maintained for the Authority’s 
procurement activities. 
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Comment 9 We acknowledge that the Authority’s procurement policies, under appendixes E and F, 
do not list the checklist as a requirement. However, the Authority’s procurement 
policies state that it will comply with HUD Handbook 7460.8, REV‐2. The handbook 
state that housing authorities must maintain records sufficient to detail the significant 
history of each procurement action, and provides a suggested checklist, which identifies 
the documentation that generally should be included in the contract file for each 
procurement. The Authority’s checklists mimic the suggested HUD checklist and were 
being used by the Authority’s staff, although not consistently. Further, the report does 
not state or imply that the Authority must be disregarding Federal and its own 
requirements due to items being missing from the checklist. The report states that the 
Authority did not always maintain complete and consistent documentation of its 
procurement actions in accordance with its procurement checklist. 

Comment 10 We disagree with the Authority’s statement that compliance with its own policies is a 
“best practice.” The Authority should not treat compliance with its policies as optional. 
Federal regulations at 2 CFR 200.318(a) require the Authority to have and use 
documented procurement procedures consistent with State, local, and tribal laws, and 
regulations, etc. Therefore, the Authority’s procurements should comply with Federal 
requirements and its own policies and procedures. 

Further, section 200.303 of the regulation states that the non‐Federal entity, in this case 
the Authority, must establish and maintain effective internal control over the Federal 
award, which provides reasonable assurance that the non‐Federal entity is managing 
the Federal award in compliance with Federal statutes, Federal regulations, and the 
terms and conditions of the Federal award. Therefore, the Authority’s implementation 
of its own policies and procedures was critical to ensure its compliance with Federal 
rules, regulations, and laws and the achievement of its mission and goals. 

We acknowledge the Authority’s plan to schedule mandatory training sessions for its 
staff to review procurement policies as related to recommendation 1G of the audit 
report. However, the Authority should ensure that it also maintains effective quality 
control and oversight of its procurements. The Authority should work with HUD on the 
resolution of the recommendations to ensure that policies, procedures, and controls 
that it implements fully address the deficiencies cited in this report. 

Comment 11 As stated in the audit report, the Authority acknowledged that it did not properly 
procure its pest control services. In a letter, dated March 26, 2018, the Authority 
notified its vendor that the Authority was unable to continue using the vendor’s services 
because it needed to procure the services and issue a contract, which was before our 
audit. Further, the Authority did not provide support showing that it had engaged the 
new service provider at the same price as that in the original contract, and it also did not 
perform a cost analysis for the original contract to ensure that the cost for services was 
reasonable. The Authority allowed the vendor to continue providing services for more 
than a year and did not provide documentation showing that it was working toward 
procuring a new and valid contract for the services during that timeframe. Therefore, 
we did not change the report. 
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Comment 12 The Authority did not provide the actual work orders. Instead, it provided an eight‐page 
work order directory for its asset management projects for the period April 1, 2017, to 
August 31, 2018, concerning bed bugs or other pest control extermination or evaluation 
services. The work order directory did not contain costs for the various services. The 
Authority did not provide purchase orders related to services during the audit or with its 
written response. Therefore, we were unable to determine who performed the services 
and the associated costs. The Authority provided a copy of its June 2017 procurement 
policy, under appendix E. Based on our evaluation, no changes to the report are 
warranted. 

Comment 13 According to HUD Handbook 7460.8, REV‐2, a noncompetitive proposal means a 
procurement through either a “sole source,” when the public housing agency solicits an 
offer from one source, or a “single source,” when the public housing agency solicits 
offers from multiple sources but receives only one or the competition is determined 
inadequate. In this instance, the Authority did not solicit from any vendors; instead, the 
initial vendor recommended a replacement vendor. The Authority’s policy states that 
each procurement based on noncompetitive proposals must be supported by a written 
justification for the selection method. The justification must be approved in writing by 
the responsible contracting officer. The justification should include the following 
information: description of the requirement, history of prior purchases and their nature, 
statement as to efforts that will be taken in the future to promote competition for the 
requirement, signature of the contracting officer’s supervisor, and price reasonableness. 
The Authority’s files did not contain a written justification, nor was it included with the 
Authority’s written response. 

Comment 14 According to Federal regulations at 2 CFR 200.67, a micropurchase means a purchase of 
supplies or services, the total amount of which does not exceed the micropurchase 
threshold. Federal regulations at 2 CFR 200.320(a)(1)(iv) state that the micropurchase 
threshold is $50,000. However, according to the Authority’s procurement policy, the 
Authority’s threshold for micro purchases is $10,000 or less. The policy further states 
that to the extent practicable, such micropurchases must be distributed equitably 
among qualified sources and if practical, a quotation must be solicited from a source 
other than the previous before placing a repeat order. It also states that the Authority 
must not break down requirements totaling more than the micropurchase threshold, 
into several purchases that are lower than that threshold. As stated in the audit report, 
the Authority paid $80,685 to one vendor for pest control services without a valid 
contract. Therefore, the Authority’s actions were not consistent with Federal and the 
Authority’s own procurement requirements and did not meet the definition of a 
micropurchase. 

Comment 15 As stated in the audit report, the Authority paid three vendors for pest control services 
without executing contracts. The Authority provided quotes for two of the three 
vendors with its written comments under appendix G. According to the Authority’s 
policy, the small purchase threshold is $50,000. The Authority paid more than $50,000, 
collectively, to the three vendors for the same services. For one of the two quotes 
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provided, the Authority sent a letter to the vendor notifying the vendor that its quote 
was nonresponsive because it did not include the annual cost. In January 2022, the 
Authority executed a separate contract with each of the vendors for up to $75,000 each. 
We did not remove this issue from the audit report; however, we adjusted page 9 of the 
audit report to recognize receipt of the quotes for two of the three vendors. 

Comment 16 We agree with the Authority’s statement that the provisions under 2 CFR 200.324(c) 
allow housing authorities to self‐certify that their procurement system complies with 
standards set forth at 2 CFR part 200. Federal regulations at 2 CFR 200.324(c)(2) state 
that under a self‐certification procedure, the Federal awarding agency may rely on 
written assurances from the non‐Federal entity that it is complying with these 
standards. The non‐Federal entity must cite specific policies, procedures, regulations, or 
standards as being in compliance with these requirements and have its system available 
for review. Therefore, we removed the issue regarding noncompetitive proposals and 
recommendation 1I from the report. However, based on the issues identified in this 
report, we kept recommendation 1J cited in the discussion draft audit report, which is 
now recommendation 1I for this report. 

Comment 17 The Authority awarded an indefinite quantity contract for the heating, ventilation, and 
air conditioning contract (HVAC contract number 0917). The independent cost estimate 
showed that the cost of the HVAC contract would be $83,555 per year, based on 
previous invoice amounts for the period December 15, 2010, through January 27, 2014. 
Although the independent cost estimate listed the cost as a yearly amount, the 
Authority contends that it used the estimate as the total (lump sum) for the 
procurement action. The Authority had paid a total of $94,367, resulting in a variance of 
$10,812, ($94,367 ‐ $83,555) over 4 years and 4 months as of April 30, 2019. The 
contract was for an indefinite quantity, meaning that the final price of the contract 
could be higher, thereby further widening the variance over the duration of the 5‐year 
contract term. Also, given that this contract did not identify maximum amounts as 
required by HUD, we could not determine the hourly rate at the time of our audit. In 
addition, the basis for the independent cost estimate included invoice amounts for 
furnace services for which the Authority executed a different contract (contract number 
1125 for the same period). Therefore, we did not remove this item from the report. 

Comment 18 The Authority contends that the amounts paid under the contract for furnace 
replacements (contract number 1125) were reasonably consistent with the independent 
cost estimate. For the furnace replacement contract, contract number 1125, the 
Authority noted in its bid tabulation sheet, which it provided during the audit that the 
unit price was $2,650, not $2,237.50. Using the bid amount of $2,650 and comparing 
that amount to the independent cost estimate of $2,144, the bid amount would exceed 
the independent cost estimate by 23.62 percent. However, if we took the average 
amount of the Authority’s independent cost estimate of $1,750 and the quoted average 
cost per unit of $2,237.50, the percentage of increase would be nearly 28 percent, 
which is higher than the amount in our report. As cited in the report, the Authority’s 
procurement file did not contain justification for the variance as required by HUD 
Handbook 7460.8, REV‐2, section 10.3.E. Further, the Authority used an indefinite 
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quantity contract, with no minimum or maximum amounts listed as required by HUD 
Procurement Handbook 7460.8, REV‐2, section 10.1.C.3.a.iii, for a 5‐year period. 
Therefore, no changes are warranted. 

Comment 19 The Authority increased the contract amount for contract 0824 from $300,000 to 
$600,000 due to an increase in the number of construction projects. The Authority 
provided the hourly rates for 2019 (when it executed the contract) but did not provide 
documentation of the hourly rates for 2021 to show that the same services were 
provided at the same costs when it added more construction projects to the contract. 
Therefore, no changes to the report are warranted. 

Comment 20 The Authority acknowledged that it did not provide us with the correct independent 
cost estimate for contract 0505. Therefore, the Authority provided the independent 
cost estimate, under appendix H, with its written comments. Based on our review of 
the provided document, we removed this contract from page 10 of this audit report 
regarding the independent cost estimate. 

Comment 21 The Authority awarded contract 0731 to two vendors and the contracted price totaled 
$269,460. The independent cost estimate for the contract was $189,000. The Authority 
provided a copy of the independent cost estimate with its written comments under 
appendix I, for the total cost of the work. 

The Authority asserts incorrectly that we determined the independent estimate was a 
“hard floor.” As stated in the audit report, the variance between the independent cost 
estimate and the contract amount was more than 40 percent. Therefore, this item will 
remain in the report. 

Comment 22 The Authority awarded contract 0120 for security services. As stated in the audit report, 
the variance between the Authority’s independent cost estimate and the contractor’s 
price for contract 0120 was 57 percent. The Authority did not provide the bids for this 
contract during the audit (see our response to the Authority’s comment 7) but it 
provided the missing documentation with its written comments. The bid amount for 
the unsuccessful bidder was comparable to the Authority’s independent cost estimate. 
However, the winning bid exceeded the unsuccessful bidder’s estimated cost and the 
Authority’s independent cost estimate by more than 50 percent. The Authority’s 
contract file contained a justification for the variance between the independent cost 
estimate and the contract price as required by HUD Handbook 7460.8, REV‐2, section 
10.3.E. According to the justification, the Authority’s independent cost estimate was 
not accurate. 

Comment 23 As stated in the audit report, the Authority’s cost estimates need improvement. The 
Authority awarded contract 1105 for $25,452 and estimated the cost for this contract to 
be $37,724. Therefore, the variance between the independent cost estimate and the 
contract amount was 33 percent. According to HUD Handbook 7460.8, REV‐2, section 
5.5.A.2, generally, price analysis will consist of a comparison of quotations to each other 
and to other sources of pricing information (for example, past prices paid, catalog 
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prices, etc.). Section 3.2.D.2 of the handbook states that the independent cost estimate 
may be based on prior purchases, commercial catalogs, or detailed analyses (for 
example, purchases for services). The Authority provided an analysis for the 
independent cost estimate; however, the estimate did not show where the costs were 
inflated. Without a basis for the expected cost, the independent cost estimate would 
not be useful in assisting the Authority in assessing price reasonableness. Further, the 
aggressiveness of the pricing for the Authority’s independent cost estimate for this 
contract was not evident in all contracts executed during the pandemic. Therefore, this 
issue will remain in the audit report. 

Comment 24 We agree that with Alliance Tower, the procurement action totaled $770,000. 
However, the Authority contracted for unit turnover services (contract 1102) in the 
amount of $750,000 for its public housing properties. Under the same procurement 
action, the Authority executed two separate contracts, totaling $20,000, for Alliance 
Senior Towers, LLC., which is a separate for‐profit HUD‐subsidized multifamily entity 
that is 100 percent owned and managed by the Authority. The Authority paid for these 
two contracts using funds from its central office cost center, rather than its operating or 
capital funds. The Authority’s independent cost estimate for all services totaled just 
under $1.4 million and did not separate identify costs associated with the multifamily 
property. Therefore, when calculating the variance, we compared the Authority’s 
independent cost estimate with the contracted amount of $750,000 for unit turnover 
services associated with its public housing properties. 

Comment 25 The Authority increased the cost for contract 1023 by 100 percent. As stated in the 
audit report, the Authority did not provide a contract modification or change order for 
the increased cost and, thus, did not perform a cost or price analysis. HUD Handbook 
7460.8, REV‐2, section 10.3.C.5, states that when negotiating a modification to any 
contract (even if the basic contract was awarded competitively through sealed bidding) 
that changes the scope of work previously authorized and impacts the price or 
estimated cost, the public housing agency must use cost analysis to arrive at a 
reasonable cost. 

Comment 26 For contract 0216, the contract price was listed at $3,468,239 and the Authority’s cost 
estimate was $6,377,149, resulting in a variance of 46 percent. HUD Handbook 7460.8, 
REV‐2, section 10.3.E, states that documentation is required to demonstrate price 
reasonableness, including any cost analyses, whenever (1) adequate competition did not 
exist, (2) adequate competition existed but the public housing agency received only one 
bid or proposal, or (3) the price obtained varied significantly from the independent cost 
estimate, in which case the contracting officer should notate and explain the reasons for 
the difference (for example, poor estimate, etc.). The Authority provided appendixes J 
(the bid listing) and K (the change orders for this contract) along with its written 
comments. We acknowledge that the Authority selected the lowest vendor’s bid; 
however, during the contract period, the Authority issued multiple change orders 
totaling more than $1.1 million, resulting in the Authority’ increasing the contract 
amount to nearly $4.6 million as of September 2022. Due to the change orders, the 
selected bidder’s contract exceeded the second bid amount. Had the Authority 
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prepared a proper estimate, it could have used it as a tool to assess the reasonableness 
of the contract price. 

Comment 27 The Authority acknowledged that it did not include minimum and maximum amounts on 
the four indefinite‐quantity contracts and amended its process to ensure that it 
complied with HUD’s requirements. We commend the Authority for amending its 
processes. The Authority should work with HUD to ensure that its changes align with 
HUD’s requirements. 

Comment 28 We acknowledge that contracts 0922 and 1102 were fixed‐price contracts. We removed 
these two contracts from page 11 of the report. However, the remaining contract 
(0824) stated that it was an indefinite‐quantity contract and provided a not‐to‐exceed 
amount. Therefore, this contract will remain in the audit report. The Authority should 
work with HUD to ensure that its contracts comply with HUD’s requirements. 

Comment 29 According to HUD Handbook 7460.8, REV‐2, for a contract to be binding, a minimum 
quantity must be more than a nominal quantity. Therefore, the contract should not list 
zero as a minimum. We commend the Authority for striving to ensure that its 
procedures are followed and that contracts include minimum and maximum quantities 
when required. 

Comment 30 According to article 2 of the Authority’s contract for landscaping services, other services 
would be on an as needed basis, and a purchase order would be issued when the 
contractor was called out for special services. However, the Authority did not provide 
the issued purchase orders for these services. Instead, it provided invoices and a letter, 
under appendix L, stating that it had revised the allocation that the Authority had spent 
on the contract. The contract was initiated on May 2, 2018, with a not‐to‐exceed 
amount of $146,842. As of March 2019, more than 1 month remained for the first 
contract year, and the Authority had spent $195,192 for these services. The contract 
term was for 1 year with four renewal options. Based on the revised reallocation, the 
Authority adjusted the amounts spent under the contract to $142,519 and special 
services to $52,633. This total amount paid for special services exceeded the 
Authority’s micropurchase threshold of $10,000 and the small purchase threshold of 
$50,000. According to the Authority’s policy, it must not break down requirements, 
totaling more than the micropurchase or small purchase threshold, into several 
purchases that are lower than those thresholds. Further, 2 CFR 200.1 defines a 
micropurchase as a purchase of supplies or services, the total amount of which does not 
exceed the micropurchase threshold. According to 2 CFR part 320, the micropurchase 
threshold is $50,000. 

Comment 31 In the conclusion of the Authority’s written response to the updated draft report, the 
Authority alleged incorrectly that our objective was to conduct a review that generated 
the largest repayment of federal funds for the Authority. This is a false assertion. We 
conducted the audit to determine whether the Authority’s procurement practices 
complied with Federal and its own requirements. The Authority has an opportunity to 
provide documentation to HUD during the audit resolution process showing that the 
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amounts paid for goods and services were reasonable. We appreciate the Authority’s 
willingness to coordinate with HUD to ensure compliance with procurement guidelines 
in the future. 
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APPENDIX C ‐ FEDERAL AND THE AUTHORITY’S REQUIREMENTS 
Federal regulations at 2 CFR 200.318(a) state that a non‐Federal entity must have and use documented 
procurement procedures, consistent with State, local, and tribal laws and regulations and the standards 
of this section, for the acquisition of property or services required under a Federal award or subaward. 
The non‐Federal entity’s documented procurement procedures must conform to the procurement 
standards identified in 2 CFR 200.317 through 200.327. Section 200.318(b) states that the non‐Federal 
entity must maintain oversight to ensure that contractors perform in accordance with the terms, 
conditions, and specifications of their contracts or purchase orders. Section 200.318(i) states that the 
non‐Federal entity must maintain records sufficient to detail the history of the procurement. These 
records will include but are not necessarily limited to the following: rationale for the method of 
procurement, selection of contract type, contractor selection or rejection, and basis for the contract 
price. 

Federal regulations at 2 CFR 200.319(a) state that all procurement transactions must be conducted in a 
manner providing full and open competition consistent with the standards of 2 CFR 200.319 and 2 CFR 
200.320.19 

19 This regulation was updated to include 2 CFR 200.320. 

Section 200.319(c)20 

20 This regulation was updated to 2 CFR 200.319(d)(1) and (2). 

states that a non‐Federal entity must have written procedures for 
procurement transactions that incorporate a clear and accurate description of the technical requirements 
for the material, product, or service to be procured and identify all requirements that the offerors must 
fulfill and all other factors to be used in evaluating bids or proposals. 

Federal regulations at 2 CFR 200.323(a)21 

21 This regulation was updated to 2 CFR 200.324(a). 

state that a non‐Federal entity must perform a cost or price 
analysis in connection with every procurement action in excess of the simplified acquisition threshold, 
including contract modifications. The method and degree of analysis are dependent on the facts 
surrounding the procurement situation, but as a starting point, the non‐Federal entity must make 
independent estimates before receiving bids or proposals. 

Federal regulations at 2 CFR 200.324(b)22 

22 This regulation was updated to 2 CFR 200.325(b). 

state that a non‐Federal entity must make available upon 
request, for the Federal awarding agency’s preprocurement review, procurement documents, such as 
requests for proposals, invitations for bids, or independent cost estimates, when (1) the non‐Federal 
entity’s procurement procedures or operation fails to comply with the procurement standards in 2 CFR 
part 200 or (2) the procurement is expected to exceed the simplified acquisition threshold and is to be 
awarded without competition or only one bid or offer is received in response to a solicitation. Section 
200.324(c)23 

23This regulation was updated to 2 CFR 200.325(c). 

states that the non‐Federal entity is exempt from the preprocurement review in this section 
if the Federal awarding agency determines that its procurement systems comply with the standards of 2 
CFR part 200. Section 200.324(c)(1)24 

24This regulation was updated to 200.325(c)(1). 

states that the non‐Federal entity may request that its 
procurement system be reviewed by the Federal awarding agency to determine whether its system 
meets these standards in order for its system to be certified. Generally, these reviews must occur when 
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there is continuous high‐dollar funding and third‐party contracts are awarded on a regular basis. Section 
200.324(c)(2)25 

25 This regulation was updated to 200.324(c)(2). 

states that the non‐Federal entity may self‐certify its procurement system. Such self‐
certification must not limit the Federal awarding agency’s right to survey the system. Under a self‐
certification procedure, the Federal awarding agency may rely on written assurances from the non‐
Federal entity that it is complying with these standards. The non‐Federal entity must cite specific policies, 
procedures, regulations, or standards as being in compliance with these requirements and have its 
system available for review. 

HUD’s Procurement Handbook 7460.8, REV‐2, section 1.9, defines responsive bid as a bid that conforms 
exactly to the requirements in the invitation for bids. 

HUD’s Procurement Handbook 7460.8, REV‐2, section 6.12.B.1, states that to be considered responsive, a 
bid must conform to the material requirements of the invitation for bids. The contracting officer must 
examine the low bid to be sure that the bidder did not alter the specifications or other terms and 
conditions (for example, delivery schedules, payment terms, etc.) or attempt to impose different terms 
and conditions. If the bid does not conform to the solicitation, it must be rejected, and the next lowest 
bid examined for responsiveness. Allowing a bidder to alter the material requirements of a solicitation 
gives the bidder an unfair advantage over the other bidders and destroys the integrity of the sealed 
bidding process. It also limits the public housing agency’s rights in the contract. The contracting officer 
must document his or her findings regarding the low bidder’s responsiveness in the procurement file. 
Minor informalities are not grounds for determining a bid to be nonresponsive. Section 6.12.F states that 
after the contracting officer evaluates each bid, the responsive and responsible bidder that submits the 
bid with the lowest overall dollar value that meets all specified requirements will be awarded the 
contract. Unsuccessful bidders also should be notified in writing of the contract award. 

HUD’s Procurement Handbook 7460.8, REV‐2, section 8.2, states that a noncompetitive proposal means a 
procurement through either a “sole source,” when the public housing agency solicits an offer from one 
source, or a “single source,” when the agency solicits offers from multiple sources but receives only one 
or the competition is determined inadequate. Section 8.3.A states that all noncompetitive proposal 
awards must comply with 24 CFR 85.36(d)(4).26 

26 HUD’s regulations at 

Section 8.4.A states that the award of contracts from 
noncompetitive proposals follows a process similar to that used for competitive proposals (see chapter 
7). The proposal must be evaluated. Technical and cost aspects of the proposal may be negotiated. The 
offeror must be determined to be responsible at the time of award. Section 8.4.B states that because 
there is no price competition, cost analysis (see chapter 10) is required. Cost or price must be 
determined to be reasonable. Section 8.4.C states that public housing agencies are required to submit 
proposed noncompetitive contracts to HUD for preaward review and approval in accordance with 24 CFR 
85.36(g)27 

27 Ibid. 

unless exempted under 24 CFR 85.36(g)(3).28 

28 Ibid. 

(See chapter 12 for more discussion.) Section 
8.5.A states that procurement by noncompetitive proposals should be conducted only if a written 
justification is made as to the necessity of using this method in accordance with the procedures described 
in the public housing agency’s procurement policy. Approval to award a contract resulting from a 

24 CFR 85.36 were relocated to 2 CFR 200.317 through 200.326. This has been updated to 
2 CFR 200.318 through 200.327. 
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noncompetitive proposal does not eliminate or alter any other requirements of 24 CFR 85.3629 

29 Ibid. 

governing 
the contract. 

HUD’s Procurement Handbook 7460.8, REV‐2, section 10.1.C.3.a.iii, states that indefinite‐quantity 
contracts provide for delivery of an indefinite quantity, within stated limits (a minimum and maximum 
quantity), of supplies or services during a fixed period. Quantity limits may be stated in the contract as 
number of units or as dollar values. Public housing agencies may use an indefinite‐quantity contract 
when they cannot predetermine, above a specified minimum, the precise quantities of supplies or 
services that they will require during the contract period. Section 10.1.C.3.a.iii(A) states that the 
indefinite‐quantity contract must require the public housing agency to order and the contractor to furnish 
at least a stated minimum quantity of supplies and services. In addition, if ordered, the contractor must 
furnish any additional quantities not to exceed the stated maximum. 

HUD’s Procurement Handbook 7460.8, REV‐2, section 10.3.C.1, states that a cost analysis must be 
conducted for all sole‐source and noncompetitive proposals. In noncompetitive situations, no incentive 
exists for an offeror to submit a low price, and no price competition exists for determining the 
reasonableness of the price. Section 10.3.E states that documentation is required to demonstrate price 
reasonableness, including any cost analyses, whenever (1) adequate competition did not exist, (2) 
adequate competition existed but the public housing agency received only one bid or proposal, or (3) the 
price obtained varied significantly from the independent cost estimate, in which case the contracting 
officer should notate and explain the reasons for the difference; for example, poor estimate, etc. 

HUD’s Procurement Handbook 7460.8, REV‐2, section 12.2.A, states that except as exempted under 
section 12.5, noncompetitive procurements expected to exceed the Federal small purchase threshold30 

30 The small purchase threshold is now referred to as the simplified acquisition threshold. 

must have prior HUD approval. Section 12.5.A states that a public housing agency will be exempt from 
the preaward review required in section 12.2.A if the agency requests and HUD then certifies that the 
agency’s procurement system will be reviewed by the field office to determine whether the agency’s 
system meets the standards under 24 CFR 85.3631 

31 Ibid. 

and the essential requirements of this handbook and 
HUD Handbook 7485.1 or the agency self‐certifies that its procurement system meets the standard under 
24 CFR 85.3632 

32 Ibid. 

and the essential requirements of this handbook and HUD Handbook 7485.1. Section 
12.5.B states that exemptions are granted for a 1‐year period and may be automatically renewed each 
year unless the agency is found not to be in compliance with 24 CFR 85.3633 

33 Ibid. 

or the agency requests that 
the exemption be rescinded. 

HUD’s Handbook No. 7460.8 REV 2, section 3.2(E), states that the independent cost estimate serves as 
the primary in‐house gauge of cost and price reasonableness, but it should not be relied upon to the 
exclusion of other sources of pricing information. Market conditions may fluctuate between the time the 
independent cost estimate is prepared and the receipt of offers. For example, materials or labor costs 
may have increased or decreased. If a significant period of time has elapsed or the Authority knows that 
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certain market conditions have changed, the contracting officer should request that an updated 
independent cost estimate be prepared to use in evaluating offers. 

The Authority’s Procurement Policy, effective October 28, 2021, states that for any amounts above the 
micropurchase threshold but not exceeding $50,000, the Authority may use small purchase procedures. 

The Authority Procurement Policy states that sealed bidding is the preferred method for procuring 
construction, supply, and noncomplex service contracts that are expected to exceed $50,000 for the life 
of the contract. 

The Authority Procurement Policy states that when sufficient bids are not received, the bid received is 
substantially more than the independent cost estimate, and the Authority cannot reasonably determine 
price reasonableness, the Authority must conduct a cost analysis, consistent with Federal guidelines, to 
ensure that the price paid is reasonable. 

Occasionally, it is necessary to modify a contract or purchase order to reflect changes in the required 
effort, period of performance, or price. Contract and purchase order modifications must be issued in 
writing in one of the following forms: 

a. Unilateral modification (a modification that is signed only by the executive director, such as a change 
order under the “changes” clause on form HUD‐5370, or administrative modification, such as a change in 
the address of the payment office) or 

b. Bilateral modification (such as a supplemental agreement in which both parties mutually agree on 
contract changes) that is signed by both the executive director and the contractor. Bilateral modifications 
are the preferred method of modifying contracts and purchase orders. 

A cost analysis, consistent with Federal guidelines, must be conducted for all contract modifications for 
projects that were procured through sealed bids, competitive proposals, or noncompetitive proposals or 
for projects originally procured through small purchase procedures, and the amount of the contract 
modification will result in a total contract price in excess of $100,000. 

The Authority Procurement Policy states that the Authority must maintain records sufficient to detail the 
significant history of each procurement action. These records must include but not necessarily be limited 
to the following: 

1. Rationale for method of procurement (if not self‐evident). 
2. Rationale of contract pricing arrangement (also if not self‐evident). 
3. Reason for accepting or rejecting the bids or offers. 
4. Basis for contract prices (as described in the HUD Handbook). 
5. A copy of the contract documents awarded or issued and signed by the contracting officer. 
6. Basis for contract modifications. 
7. Related contract administration actions. 

The Authority Procurement Policy states that an independent cost estimate is an estimate prepared by 
the public housing agency before obtaining offers. For all purchases above the micropurchase threshold, 
the Authority must prepare an independent estimate before solicitation. The degree of analysis will 
depend on the size and complexity of the purchase. 
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