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EXECUTIVE SUMMARY
BACKGROUND

The Community Services Block Grant (CSBG) program was authorized by the Community
Opportunities, Accountability, and Training and Educational Services Act of 1998, P.L.. No.
105-285 (the CSBG Act), to provide funds to alleviate poverty in communities. Within the U.S.
Department of Health and Human Services, the Administration for Children and Families (ACF),
Office of Community Services administers the CSBG program. The CSBG program funds a
State-administered network of more than 1,000 local Community Action Agencies (CAA) that
create, coordinate, and deliver programs and services to low-income Americans. The CAAs
provide services and activities addressing employment, education, housing, nutrition, emergency
services, health, and better use of available income. The CSBG program awarded $620 million
in fiscal year (FY) 2007, $643 million in FY 2008, $1.7 billion in FY 2009, and $689 million in
FY 2010.

The American Recovery and Reinvestment Act of 2009, P.1.. No. 111-5 (Recovery Act), enacted
February 17, 2009, provided $1 billion to ACF for the CSBG program in addition to its regular
appropriation. CSBG Recovery Act funds were distributed to CAAs using an existing statutory
formula. The primary objective of the CSBG funding was to provide assistance to States and
local communities, working through a network of community action agencies and other
neighborhood-based organizations, for the reduction of poverty, revitalization of low-income
communities, and empowerment of low-income families and individuals in rural and urban areas
to become fully self-sufficient.

Section 676(a) of the CSBG Act requires cach State to designate an appropriate State agency to
act as the lead agency for carrying out the State’s CSBG activities. Florida’s Department of
Community Affairs (the State) acted as the lead agency to carry out State activities for the CSBG
program during our audit period. The State is responsible for approving CAA Recovery Act
grant applications and monitoring CA As for compliance with program requirements. The State
received $29,060,460 in Recovery Act funds for the State of Florida’s CSBG program.

Central Florida Community Action Agency, Inc. (the Agency), a private, nonprofit organization,
provides services to households throughout Alachua, Levy, and Marion counties in Florida.
During FY 2009, the State awarded the Agency $605,245 in CSBG grant funds and $944,122 in
CSBG Recovery Act funds for the period July 1, 2009, through September 30, 2010.

OBJECTIVE
Our objective was to determine whether selected CSBG costs that the State claimed for the

Agency’s program expenditures were allowable under the terms of the Recovery Act grant and
applicable Federal regulations.



SUMMARY OF FINDINGS

Of' the $325,576 in CSBG costs that the State claimed on behalf of the Agency and that we
reviewed, $1635,172 was allowable under the terms of the grant and applicable Federal
regulations. However, the State claimed $122,324 in costs (or 38 percent of reviewed
expenditures) that may not have been allocable to the Recovery Act grant and thus were
potentially unallowable. The State also claimed $38,080 in unallowable costs (or 12 percent of
reviewed expenditures) on behalf of the Agency, including:

e $34.143 in costs that were inadequately documented and
e $3,937 in costs that were incurred outside of the grant period.

The potentially unallowable costs the State claimed on behalf of the Agency occurred because
the Agency’s method for allocating costs to Federal awards was not compliant with 2 CFR part
230. The unallowable costs the State claimed on behalf of the Agency occurred because the
Agency did not follow its own policies and procedures for providing purchase requisitions,
receipts, and other necessary supporting documentation for accounts payable transactions and
travel-related expenditures. Furthermore, the Agency’s policies and procedures were inadequate
to ensure that the Agency charged to the grant only those costs properly incurred during the
Recovery Act budget period.

Because the Agency charged unallowable costs to the Recovery Act grant, these funds could not
be used to reduce poverty, revitalize low income communities, and empower individuals to
become fully self-sufficient.

RECOMMENDATIONS

We recommend that the State:

e either return to the Federal government $122,324 or work with the Agency to determine
what portion of the $122,324 was allocable to the Recovery Act grant,

e rcturn to the Federal Government unallowable costs totaling $38,080,

e ensure that the Agency uses a method for allocating costs to Federal awards that 1s
compliant with 2 CFR part 230, and

e ensure that the Agency revises and follows its policies and procedures regarding the
adequate documentation of all costs charged under Federal awards and the charging of
costs during a grant period.
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INTRODUCTION
BACKGROUND
Community Services Block Grant Program

The Community Services Block Grant (CSBG) program was authorized by the Community
Opportunities, Accountability, and Training and Educational Services Act of 1998, P.L. No.
105-285 (the CSBG Act), to provide funds to alleviate poverty in communities. Within the U.S.
Department of Health and Human Services, the Administration for Children and Families (ACF),
Office of Community Services administers the CSBG program. The CSBG program funds a
State-administered network of more than 1,000 local Community Action Agencies (CAA) that
create, coordinate, and deliver programs and services to low-income Americans. The CAAs
provide services and activities addressing employment, education, housing, nutrition, emergency
services, health, and better use of available income. The CSBG program awarded $620 million
in fiscal year (FY) 2007, $643 million in FY 2008, $1.7 billion in FY 2009, and $689 million in
FY 2010.

The American Recovery and Reinvestment Act of 2009, P.L. No. 111-5 (Recovery Act), enacted
February 17, 2009, provided $1 billion to ACF for the CSBG program in addition to its regular
appropriation. Recovery Act funds for the CSBG program were distributed to CAAs using an
existing statutory formula. The primary objective of these funds was to provide assistance to
States and local communities, working through a network of community action agencies and
other neighborhood-based organizations, for the reduction of poverty, revitalization of low-
income communities, and empowerment of low-income families and individuals in rural and
urban areas to become fully self-sufficient.

Florida Department of Community Affairs

Section 676(a) of the CSBG Act requires each State to designate an appropriate State agency to
act as the lead agency for carrying out the State’s CSBG activities. Florida’s Department of
Community Affairs (the State) acted as the lead agency to carry out State activities for the CSBG
program.’ The State is responsible for approving CAA Recovery Act grant applications and
monitoring CAAs for compliance with program requirements. The State received $29,060,460
in Recovery Act funds for the State of Florida’s CSBG program.

Central Florida Community Action Agency, Inc.

Central Florida Community Action Agency, Inc. (the Agency), a private, nonprofit organization,
provides services to households throughout Alachua, Levy, and Marion counties in Florida.
During FY 2009, the State awarded the Agency $605,245 in CSBG grant funds and $944,122 in
CSBG Recovery Act funds for the period July 1, 2009, through September 30, 2010.

! During our audit period, the Florida Department of Community Affairs oversaw the CSBG program. However, the
CSBG program 1s now administered by the Department of Economic Opportunity.
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Supported | Supported Actual Over
Sample | Hourly Grant Grant Grant (Under)
# Pay Rate Hours Charge Charge Charge
27 14.54 8 - 116 116
28 15.58 14.4 224 449 224
Total Over(Under) Charged $2,064

The unallowable salary costs occurred because the Agency did not follow its policies and
procedures in regard to documentation of salary costs. Payroll costs were to be based on
accurate, properly completed timesheets; however, employee timesheets were not always
accurate or submitted in time for payroll processing. When employees did not submit timesheets
in time for processing, the Agency charged payroll costs based on the employee’s prior
timesheet.

Costs Incurred Qutside the Recovery Act Budget Period

The Agency charged $3,937 in costs to the Recovery Act grant that were incurred outside the
budget period of July 1, 2009, through September 30, 2010. This amount included mortgage
payments for October 2010, a telephone lease agreement for October 2010 through June 2013,
and a training session in October 2010.

Although the Agency had some policies and procedures addressing limitations of grant periods
for incurring costs, its policies and procedures did not specifically address the requirement that
only purchases made within the grant budget period are allowable.

RECOMMENDATIONS

We recommend that the State:

e cither return to the Federal government $122,324 or work with the Agency to determine
what portion of the $122.324 was allocable to the Recovery Act grant,

e rcturn to the Federal Government unallowable costs totaling $38,080,

e ensure that the Agency uses a method for allocating costs to Federal awards that is
compliant with 2 CFR part 230, and

¢ ensure that the Agency revises and follows its policies and procedures regarding the
adequate documentation of all costs charged under Federal awards and the charging of
costs during a grant period.

3 Agency officials stated that these hours were charged in error.

7





















Page 3 of 13

Furthermore, CFCAA provided allocability criterion (see 1. below), allocability rationale, additional rationale, and
documentation methodology (see 2. below). CFCAA provided the following refutation for each of the itemized
questioned costs from the DHHS/OIG/OAS Excel spreadsheet “CFCAA-Questioned Costs Detail.xlsx, Potentially
Unatlowable” tab by extending the spreadsheet several columns to accommodate the provided information:

1. OMB Circular A-122. Attachment A, 4. Allocable costs. States in part that: (1) “A cost is allocable to a
Federal award if it is treated consistently with other costs incurred for the same purpose in like
circumstances and if it: ...(2) Benefits both the award and other work and can be distributed in reasorable
proportion to the benefits received, or (3) Is necessary to the overall operation of the organization, although
a direct relationship to any particular cost objective cannot be shown. ..." CFCAA uses as a basis for
allocation of costs square footage (see attached policy and procedure). The percentage allocation assigned
to a given square foot is provided in the Board of Directors' approved grants and grant modifications
(which are on file with the Department of Economic Opportunity), which are subsequently approved by the
funding/pass-through agency. As new grants are received and it is necessary to shift or add or delete
resources to accomplish the grants' requirements, a new percentage is calculated and approved by the Board
of Directors and the furding/pass-through agency in the new grant or grant modification.

2. To each check, a voucher and signed invoice were attached documenting the liability. Allocations were
made as described in Note 1 above and the attached policy and procedure. The grants that were active at
the time of the allocation were allocated costs. The percentages in effect at the time of allocation are
documented in the grant and grant modification on file at the Department of Economic Opportunity (Board
and pass-through agency approved grants and modifications).

Apparently, including the contractual/grant documents submitted and approved between CFCAA and the State of
Florida, the rates used were not considered sufficient documentation.

Since CFCAA was informed that the arbitrary and capricious reasoning for not amending the findings was that the
“initial findings” had been through an “internal quality control and legal review” and therefore could not be changed
(see the quoted, italics provided, DHHS/OIG/OAS email sent August 3, 2012, below):

Thank you for providing the additional information related to our tentative findings. I wanted to make you aware
that our report had already been through our internal quality control and legal review and we were unable to make
any changes based on the additional information provided. Thus, the tentative findings I provided will be included
in the issued draft report to CFCAA. We are still considering the additional information provided, but your
response to our draft should include any necessary explanations or disagreements over statements of fact. Your
response will then be incorporated in our 2nd draft report to be issued to the FL (Florida) Department of Economic

Opportunity.

Furthermore, since the cited email indicated that the response to this draft report should include “any necessary
explanations or disagreements,” the expanded spreadsheet is being made a part of the response and is attached.
Based on previous audits of CAA’s in Florida during CSBG/ARRA examinations in which DHHS/OIG/OAS has, to
the Lest of our knowledge, “stood by their audits” despite input from the audited agencies, we are hopeful that the
comprehensive data we are providing in this response will encourage DHHS/OIG/OAS to reconsider their findings.

FINDING: The State also claimed $53,305 in unallowable costs (or 16 percent of reviewed expenditures) on behalf
of the Agency, including:

* $49,294 in costs that were inadequately documented, and
* $4,011 in costs that were incurred outside of the grant period.

RESPONSE: The “initial findings” presented to CFCAA indicated that the “inadequately documented” amount as
$49,299, not $49,294. As detailed in the spreadsheet response (which is again submitted with this response),
CFCAA concurred that of the $49,299 indicated amount, an amount of $4,867.23 was allocated erroneously as the
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the grants open during the time of the review and responses. The rationale being put forth by DHHS can only be
interpreted as forcing an unfunded mandate on CFCAA and other CAA’s. On the other hand, the most equitable
practice available is the one used by CFCAA; the grants open at the time that benefit from the expenditure, either as
a direct beneficiary or as a beneficiary of the continued existerce of the CAA, are charged with costs when paid.

FINDING: The potentially unallowable costs the State claimed on behalf of the Agency occurred because the
Agency’s method for allocating costs to Federal awards was not compliant with the applicable cost principles at 2

CFR pt. 230.

RESPONSE: CFCAA does not concur; CFCAA complies with OMB Circular A-122. This finding is so broad and
non-specific that a more detailed response is not possible.

FINDING: The unallowable costs the State claimed on behalf of the Agency occurred because the Agency did not
follow its own policies and procedures for providing purchase orders, receipts, and other necessary supporting
documentation for accounts payable transactions and travel-related expenditures. Furthermore, the Agency’s
policies and procedures were inadequate to ensure that the Agency charged to the grant only those costs properly
incurred during the Recovery Act budget period.

RESPONSE: CFCAA does not concur; CFCAA policies and procedures meet the requirements of OMB Circular
A-122 and were followed. The allocation documentation for the accounts payable transactions and the travel-related
expenditures were contained in the grants and modifications as described in the CFCAA response to the “initial
findings,” to wit:

1. OMB Circular A-122. Attachment A. 4. Allocable costs. States in part that: (1) “A cost is allocable to a
Federal award if it is treated consistently with other costs incurred for the same purpose in like
circumstances and if it; ...(2) Benefits both the award and other work and can be distributed in reasonable
proportion to the benefits received, or (3) Is necessary to the overall operation of the organization, although
a direct relationship to any particular cost objective cannot be shown. ..." CFCAA uses as a basis for
allocation of costs square footage (see attached policy and procedure). The percentage allocation assigned
to a given square foot is provided in the Board of Directors' approved grants and grant modifications
(which are on file with the Department of Economic Opportunity), which are subsequently approved by the
funding/pass-through agency. As new grants are received and it is necessary to shift or add or delete
resources to accomplish the grants' requirements, a new percentage is calculated and approved by the Board
of Directors and the funding/pass-through agency in the new grant or grant modification.

2. To each check, a voucher and signed invoice were attached documenting the liability. Allocations were
made as described in Note 1 above and the attached policy and procedure. The grants that were active at
the time of the allocation, were allocated costs. The percentages in effect at the time of allocation are
documented in the grant and grant modification on file at the Department of Economic Opportunity (Board
and pass-through agency approved grants and modifications).

Furthermore, the costs incurred were charged to open grants benefiiting from the charge. As shown in the attached
“CFCAA-Questioned Costs Detail.xIsx,” the charges were recorded between the September 19, 2009, start date for
CFCAA’s grant and September 30, 2010, ending date of CFCAA’s grant. As stated in the response to the “initial
findings,” in allocating costs, CFCAA considers all active grants current at the time of the allocation; this is part of
the modified cash basis of accounting used by CFCAA.

To do otherwise would be to skew the allocations in favor of some grants to the detriment of other grants, dependent
only on how close to the end of a grant period the actual payment was made--for example, the costs of audits. As it
is the ARRA grants caused additional auditing to occur due to all recipients being arbitrarily classified as “At Risk,”
yet the audit does not occur until after the grant has closed. The audit is not, and cannot, be paid until the work has
been accomplished. To support the audit, CAA personnel must gather data, provide information to the auditors, ard
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respond to the report and findings; all of which occur after the CSBG grants have closed. Thus, the cost of the audit
cannot be charged to the grant that caused the cost to be incurred. In the case of the CSBG audit, additional costs for
the audit were incurred due to the “At Risk” status, yet the cost, not to mention the additional cost, were not charged
to the grant causing the problem. As standard practice, audit costs from the previous audits are charged to the then
open grants when the payment is made.

The only other approach, and apparently the one being put forth here is to levy a requirement, the cost of satisfying
which, is to be borne by the CAA. This practice would amount to an unfunded mandate and would cause serious
financial consequences for CFCAA and most probably all other CAA’s in the country (see OMB Circular A-122
Attachment A, 4.(3)), which was presented in in response to the “initial findings” and is presented above in Note 1.
The same rationale can be applied to the DHHS/OIG/OAS review; it came after the CSBG ARRA grant was closed,
it caused excessive amounts of energy and time to be expended by CFCAA personnel, and the cost will be borne by
the grants open during the time of the review and responses. The rationale being put forth by DHHS can only be
interpreted as forcing an unfunded mandate on CFCAA and other CAA’s. On the other hand, the most equitable
practice available is the one used by CFCAA, the grants open at the time that benefit from the expenditure, either as
a direct beneficiary or as a beneficiary of the continued existence of the CAA, are charged with costs when paid.

Furthermore, the CFCAA policies and procedures reference purchase requisitions, not purchase orders. This is an
important distinction in this particular matter.

FINDING: Because the Agency charged unallowable costs to the Recovery Act grant, these funds could not be
used to reduce poverty, revitalize low income communities, and empower individuals to become fully self-

sufficient.

RESPONSE: The costs incurred were allowable and allocable. Therefore, the “funds were used to reduce poverty,
revitalize low income communities, and empower individuals to become fully self-sufficient,” and the funds also
contributed to creating and/or retaining jobs, a primary goal of CSBG/ARRA.

FINDING: UNALLOWABLE COSTS

Federal Requirements and State Guidance

Section 678D(a)(1)(B) of the CSBG Act requires that States that receive CSBG funds ensure that cost and
accounting standards of the OMB apply to a recipient of the funds under this subtitle. As a result, ACF determined
that non-profit Community Action Agencies are subject to 45 CFR pt. 74. Federal regulations (45 CFR § 74.27(a))
state that the allowability of costs for nonprofit organizations will be determined in accordance with 2 CFR pt. 230
(formerly OMB Circular A-122), Cost Principles for Non-Profit Organizations.

RESPONSE: CFCAA does not concur with the finding that 2 CFR pt. 230 was formerly OMB Circular A-122.
OMB Circular A-122 is very much in force; it is THE determining document for costz on federal grants made by
nonprofit organizations such as CFCAA. Statutorily, 2 CFR pt. 230 can only be a codification of OMB Circular
A-122. Deviations from OMB Circular A-122 that may exist must have been approved by the Office of
Management and Budget. Furthermore, OMB Circular A-122 is cited in all federal grants awarded to CFCAA.
OMB Circular A-122 governs; therefore, all responses have cited OMB Circular A-122.

FINDING: Pursuant to 2 CFR pt. 230, App. A, §§ A.2.a. and A.2.g,, to be allowable under a Federal award, costs
must be reasonable, allocable, and adequately documented.

RESPONSE: CFCAA does not concur with the finding that 2 CFR pt. 230 was formerly OMB Circular A-122.
OMB Circular A-122 is very much in force; it is THE determining document for costs on federal grants made by
nonprofit organizations such as CFCAA. Statutorily, 2 CFR pt. 230 can only be a codification of OMB Circular
A-122. Deviations from OMB Circular A-122 that may exist must have been approved by the Office of
Management and Budget. Furthermore, OMB Circular A-122 is cited in all federal grants awarded to CFCAA.
OMB Circular A-122 governs; therefore, all responses have cited OMB Circular A-122. It is noted that OMB
Circular A-122 levies the same rsquirements for cost to be “reasonable, allocable, and adequately documented.”

6



Page 7 of 13

CFCAA emphatically contends that the costs charged to CSBG/ARRA were reasonable, allocable (except for the
$4,867.23 discussed above), and documented, to wit:

1. OMB Circular A-122. Attachment A, 4. Allocable costs. States in part that: (1) "A cost is allocable to a
Federal award if it is treated consistently with other costs incurred for the same purpose in like
circumstances and if it: ...(2) Benefits both the award and other work and can be distributed in reasonable
proportion to the benefits received, or (3) Is necessary to the overall operation of the organization, although
a direct relationship to any particular cost objective cannot be shown. ..." CFCAA uses as a basis for
allocation of costs square footage (see attached policy and procedure). The percentage allocation assigned
to a given square foot is provided in the Board of Directors' approved grants and grant modifications
(which are on file with the Department of Economic Opportunity), which are subsequently approved by the
funding/pass-through agency. As new grants are received and it is necessary to shift or add or delete
resources to accomplish the grants' requirements, a new percentage is calculated and approved by the Board
of Directors and the funding/pass-through agency in the new grant or grant modification,

2. To each check, a voucher and signed invoice were attached documenting the liability. Allocations were
made as described in Note 1 above and the attached policy and procedure. The grants that were active at
the time of the allocation were allocated costs. The percentages in effect at the time of allocation are
documented in the grant and grant modification on file at the Department of Economic Opportunity (Board
and pass-through agency approved grants and modifications).

FINDING: A cost that benefits both a Federal award and other work is allocable to a Federal award if the cost can
be distributed in reasonable proportion to the benefits received. Any cost allocable to a particular award or other
cost objective may not be shifted to other Federal awards to overcome funding deficiencies, or to avoid restrictions
imposed by law or by terms of the award (2 CFR pt. 230, App. A, § A4).

RESPONSE: CFCAA does not concur with the finding that 2 CFR pt. 230 was formerly OMB Circular A-122.
OMB Circular A-122 is very much in force; it is THE determining document for costs on federal grants made by
nonprofit organizations such as CFCAA. Statutorily, 2 CFR pt. 230 can only be a codification of OMB Circular
A-122. Deviations from OMB Circular A-122 that may exist must have been approved by the Office of
Management and Budget. Furthermore, OMB Circular A-122 is cited in all federal grants awarded to CFCAA.
OMB Circular A-122 governs; therefore, all responses have cited OMB Circular A-122. OMB Circular A-122
levies the same requirements as cited in this finding. CFCAA emphatically contends that costs charged to CSBG/
ARRA were allocable (except for the $4,867.23 discussed above) and costs were not “shifted to other Federal
awards to overcome funding deficiencies.”

FINDING: Pursuant to 2 CFR pt. 230, App. B, § 8.m.(1), salary and wage costs should be based on documented
payrolls and the distribution to awards must be supported by personnel activity reports.

RESPONSE: CFCAA does not concur with the finding that 2 CFR pt. 230 was formerly OMB Circular A-122.
OMB Circular A-122 is very much in force; it is THE determining document for costs on federal grants made by
nonprofit organizations such as CFCAA. Statutorily, 2 CER pt. 230 can only be a codification of OMB Circular
A-122. Deviations from OMB Circular A-122 that may exist must have been approved by the Office of
Management and Budget. Furthermore, OMB Circular A-122 is cited in all federal grants awarded to CFCAA.
OMB Circular A-122 governs; therefore, all responses have cited OMB Circular A-122. OMB Circular A-122
levies the same requirements as cited in this finding. CFCAA payrolls are documented and distributions are
supported by “personnel activity reports” (except for $1,369.93 of the $4,867.23 that relate to payroll).

FINDING: Pursuant to 45 CFR § 74.21(b)(6), recipients of Federal funds must develop written procedures for
determining the reasonableness, allocability, and allowability of costs in accordance with the provisions of the
applicable Federal cost principles and the terms and conditions of the award.

RESPONSE: 45 CFR § 74 is a DHHS codification of OMB Circular A-110, Appendix A. As with 2 CFR pt. 230,
deviations from OMB Circular A-110 must have been approved by the Office of Management and Budget. OMB
Circular A-110 is cited in CFCAA Federal grants and therefore controls. CFCAA has such a procedure which is
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presented in the format used by the applicable OMB Circular. The procedure was included in the response to the
“initial findings,” which are included as part of the “CFCAA-Questioned Costs Detail.xlsx™ attacked hereto.

FINDING: In its Guidance on Cost Allocation Planning, the State stipulated that grant dollars received could not
be used as a basis for allocating costs.

RESPONSE: CFCAA expresses no opinion about what the State stipulated. However, CFCAA does not use the
“grant dollars received ...as a basis for allocating costs.” CFCAA looks to the tasks required by the grant, the
amount of effort by which staff members to be expended in accomplishing the required tasks, and any funds that
may need to be expended outside of CFCAA to accomplish the tasks of the grants as well as the grants’ share of
general costs of the organization as allowed in OMB Circular A-122, as explained in the note provided in the
response to the “initial findings,” as part of the “CFCAA-Questioned Costs Detail.xIsx,” and in subparagraph (3)
below.

1. OMB Circular A-122, Attachment A, 4. Allocable costs. States in part that: "A cost is allocable to a
Federal award if it is treated consistently with other costs incurred for the same purpose in like
circumstances and if it: ...(2) Benefits both the award and other work and can be distributed in reasonable
proportion to the benefits received, or (3) Is necessary to the overall operation of the organization, although
a direct relationship to any particular cost objective cannot be shown. ..." CFCAA uses as a basis for
allocation of costs square footage (see attached policy and procedure). The percentage allocation assigned
to a given square foot is provided in the Board of Directors' approved grants and grant modifications
(which are on file with the Department of Economic Opportunity), which are subsequently approved by the
funding/pass-through agency. As new grants are received and it is necessary to shift or add or delete
resources to accomplish the grants' requirements, a new perceritage is calculated and approved by the Board
of Directors and the funding/pass-through agency in the new grant or grant modification.

2. To each check, a voucher and signed invoice were attached documenting the liability. Allocations were
made as described in Note 1 above and the attached policy and procedure. The grants that were active at
the time of the allocation were allocated costs. The percentages in effect at the time of allocation are
documented in the grant and grant modification on file at the Department of Economic Opportunity (Board
and pass-through agency approved grants and modifications).

FINDING: Costs Potentially Not Allocable

The Agency allocated $107,098 in certain costs benefitting multiple projects to the Recovery Act grant that may not
have been allocable to that award. In reviewing individual transactions, we found that the Agency had allocated
varying percentages of costs to the Recovery Act grant. For example, for transactions we reviewed that occurred
during the month of September 2009, the Agency charged anywhere from 27 percent to 42 percent of these costs to
the Recovery Act grant. In April 2010, the Agency charged anywhere from 18 to 36 percent of these costs to the
grant. In September 2010, the Agency charged anywhere from 20 to 50 percent of these costs to the grant. In some
cases, the Agency charged the entire amount of such costs as direct costs to the Recovery Act grant.” According to
the Agency, each time it received a new award, it recalculated the percentage of costs allocated to the Recovery Act
grant based on the proportion of its available funds. However, the Agency did not retain documentation tracking the
changes it made to the allocation percentages. Without supporting documentation, we could not determine whether
the costs were allocated to the Recovery Act grant in reasonable proportion to the benefits received. Therefore, we
could not determine whether the $107,098 that the Agency charged to the Recovery Act grant was allowable.

The Agency charged these potentially unallowable costs to the Recovery Act grant because its method for allocating
costs to Federal awards as described above did not comply with 2 CFR pt. 230.

RESPONSE: CFCAA does not concur with this finding. In addition, CFCAA does not concur with the finding that
2 CFR pt. 230 was formetly OMB Circular A-122, OMB Circular A-122 is very much in force; it is THE
determining document for costs on federal grants made by nonprofit organizations, such as CFCAA. Statutorily, 2
CFR pt. 230 can only be a codification of OMB Circular A-122. Deviations from OMB Circular A-122 that may
exist must have been approved by the Office of Management and Budget. Furthermore, OMB Circular A-122 is
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The Agency also charged $465 for items that were for employees’ personal use, including a satellite radio
subscription for a vehicle, automobile window tinting, a clock radio, a DVD player, beverages, decorative plants,
and dry cleaning services. The Agency provided no documentary support that these costs were incurred specifically
for the purposes of the Recovery Act grant, benefitted the CSBG program, or were necessary for the overall
operation of the organization. NOTE: No items were purchased for employees’ personal use. The lifetime
satellite radio subscription was for an agency vehicle. Automobile window tinting was installed in agency
vehicles which is a common practice and especially in warm weather climates. The dry cleaning expense was
incurred to clean carpets in our offices. “Non-alcoholic” beverages were purchased in conjunction with board
meetings and training events. Decorative plants were purchased for the agency’s lobby area. A DVD player is
ancillary equipment for our television to be used at board meetings and at training events. In accordance with
OMB Circular A-122 guidelines, these “shared” costs “benefitted the CSBG program and were necessary for the
overall operation of the organization.” We could not locate documentation relative to the clock radio.

The Agency did not adequately document all costs charged to the grant because it did not follow its own policies

and procedures for providing purchase orders, receipts, and other necessary supporting documentation for accounts
payable transactions and travel-related expenditures.

Salary Costs

The Agency charged $2,065 in salary costs to the Recovery Act grant that were inadequately documented. For 8 out
of 30 sample items, the Agency either overcharged or undercharged the grant. Specifically:

« In five instances, the number of hours reported on the employees’ timesheets was less than the number of hours
associated with the salaries that were charged to the grant.

» In two instances, the number of hours reported on the employees’ timesheets exceeded the number of hours
associated with the salaries that were charged to the grant.

s In one instance, Agency officials stated that they charged the Recovery Act grant in error. Instead, it should have
charged the amount to its (non-Recovery Act) CSBG grant.

The table below provides details on the eight charges:

Inadequately Documented Salary Charges

Sample # Hourly Pay Rate | Supported Grant | Supported Grant | Actual Grant Over (Under)
Hours Charge Charge Charge

3 47.69 12.75 608 1526 918

4 47.69 12.75 | 609 382 (227)

7 46.15 11.5 | 531 522 N

19 46.15 12.75 | 588 1154 565

20 14.42 11.4 164 216 , | 52

26 14.54 28.8 419 843 425

27 14.54 8 0 116 116

28 15.58 14.4 224 449 224
Total Over (Under) Charge 2064

The unallowable salary costs occurred because the Agency did not follow its policies and procedures in regard to

documentation of salary costs. Payroll costs were to be based on accurate, properly completed timesheets; however,
employee timesheets were not always accurate or submitted in time for payroll processing. When employees did not
submit timesheets in time for processing, the Agency charged payroil costs based on the employee’s prior timesheet,
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RESPONSE: As to the $4,011 charges being outside the period of performance, CFCAA does not concur. As
shown in the attached “CFCAA-Questioned Costs Detail.xlsx,” the charges were recorded between the September
19, 2009, start date for CFCAA’s grant and the September 30, 2010, ending date of CFCAA’s grant. As stated in
the response to the “initial findings,” in allocating costs, CFCAA considers all active grants current at the time of the
allocation; this is part of the modified cash basis of accounting used by CFCAA. To do otherwise would be to skew
the allocations in favor of some grants to the detriment of other grants, dependent only on how close to the end of a
grant period the actual payment was made--for example, the costs of audits. The ARRA grants caused additional
auditing to occur due to all recipients being arbitrarily classified as “At Risk,” yet the audit does not occur until after
the grant has closed. The audit is not, and cannot, be paid until the work has been accomplished.

To support the audit, CAA personnel must gather data, provide information to the auditors, and respond to the report
and findings; all of which occur after the CSBG grants have closed. Thus the cost of the audit cannot be charged to
the grant that caused the cost to be incurred. In the case of the CSBG audit, additional costs for the audit were
incurred due to the “At Risk™ status, yet the cost, not to mention the additional cost, were not charged to the grant
causing the problem. As standard practice, audit costs from the previous audits are charged to the then open grants

when the payment is made.

The only other approach, and apparently the one being put forth here is to levy a requirement, the cost of satisfying
which, is to be borne by the CAA. This practice would amount to an unfunded mandate and would cause serious
financial consequences for CFCAA and most probably all other CAA’s in the country (see OMB Circular A-122
Attachment A, 4.(3)), which was presented in in response to the “initial findings” and is presented above in Note 1.
The same rationale can be applied to the DHHS/OIG/OAS review; it came after the CSBG/ARRA grant was closed,
It caused excessive amounts of energy and time to be expended by CFCAA personnel, and the cost will be borne by
the grants open during the time of the review and responses. The rationale being put forth by DHHS can only be
interpreted as forcing an unfunded mandate on CFCAA and other CAA’s. On the other hand, the most equitable
practice available is the one used by CFCAA; the grants open at the time that benefit from the expenditure, either as
a direct beneficiary or as a beneficiary of the continued existence of the CAA, are charged with costs when paid.

RECOMMENDATIONS
We recommend that the State:

« either return to the Federal government $107,098 or work with the Agency to determine what portion of the
$107,098 was allocable to the Recovery Act grant,

RESPONSE: CFCAA does not concur as the costs were allowable and allocable.
« return to the Federal Government unallowable costs totaling $53,310,
RESPONSE: CFCAA does not concur, except for the $4,867.23 amount cited above.

« ensure that the Agency uses a method for allocating costs to Federal awards that is compliant with 2 CFR pt. 230,
and

RESPONSE: CFCAA does not concur as CFCAA complies with OMB Circular A-122 which is THE appropriate
governing document cited in its grants.

« ensure that the Agency revises and follows its policies and procedures regarding the adequate documentation of all
costs charged under Federal awards and the charging of costs during a grant period.
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RESPONSE: CFCAA does not concur as the policies and procedures comply with OMB Circular requirements. In
a proactive manner, CFCAA routinely enhances its policies and procedures.

FOOTNOTES FROM ORIGINAL DRAFT REPORT

' During our audit period, the Florida Department of Community Affairs oversaw the CSBG program. However, the
CSBG program is now administered by the Department of Economic Opportunity.

*Per OMB Circular A-133, §  .200(a) non-Federal entities that expend $500,000 or more in a year in Federal
awards shall have a single or program-specific audit conducted for that year.

*We excluded these particular items from our calculations of the allocation percentages used in September 2009 and
in April and September 2010.

“In response to our inquiries, the Agency explained that the lodging costs were incurred for senior management and
board members to attend a training conference regarding the legal aspects of grants and increased oversight of the
Recovery Act. However, according to the conference agenda, most sessions were geared toward general operations
of a CAA, not specific CSBG program requirements.

sThe $2,065 is the net amount of $2,301 in overcharges and $236 in undercharges.

s Agency officials stated that these hours were charged in error.
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because the Agency did not follow its own policies and procedures for providing purchase
requisitions, receipts, and other necessary supporting documentation for accounts payable
transactions and travel-related expenditures. Furthermore, the Agency’s policies and
procedures were inadequate to ensure that the Agency charged to the grant only those costs
properly incurred during the Recovery Act budget period.

Because the Agency charged unallowable costs to the Recovery Act grant, these funds
could not be used to reduce poverty, revitalize low income communities, and empower
individuals to become fully self-sufficient.

RECOMMENDATIONS
We recommend that the State:

» return to the Federal government $107,173 or work with the Agency to determine
what portion of the $107,173 was allocable to the Recovery Act grant,

+ return to the Federal Government unallowable costs totaling $53.,231,

» ensure that the Agency uses a method for allocating costs to Federal awards that
is compliant with 2 CFR pt. 230, and

+ ensure that the Agency revises and follows its policies and procedures regarding the
adequate documentation of all costs charged under Federal awards and the charging of

costs during a grant period.

Response:

The Department has worked with the Central Florida Community Action Agency, Inc.
(CFCAA), on the above findings and recommendations. In doing so, the Department and the
‘CSBG program manager required the CFCAA to locate all proper documentation for the
questioned allocable portion of $107,173 and the proper documentation totaling $53,231.00
which is stated as unallowable. The CFCAA provided documentation to the Department
November 13, 2012 and is included as back up to this response. The documentation should
verify not only the dollars spent; but, justify what cost and cost category they represent.

The Department does concur that $4,867.23 of the un-allocable expenses are not properly
charged to the Recovery Act grant. However, the agency has provided 5 batches of data to
provide supporting documentation for all other expenses and costs that are in question. Batches
1 though 4 address costs that are identified on the enclosed spreadsheets labeled “Potentially
Unallowable”. Batch 5 addresses the items listed on the spreadsheet as “Unallowable — Non-
salary” and Unallowable — Salary”. If the spreadsheet needs to be submitted electronically, we

will do so upon your request.
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