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DEPARTMENT OF REALm A HUMAN SERVI~ 

CommonIdentificationNumber: 

Mr. John Squires 
ExecutiveDirector 
CommunityR~ Group,B. 
2423EastRobinlOnAvenue 
Springdale,Ark- 72764 

Deal' Mr. Squires: 

EIM:IoIedMe tWOcopies of tile U. S. Dep6.-ulientoCHeaIth8KI H\DD8DServices,Office 
ofInspec tor General (010), Office of Audit Services(OAS) final report entitled" Audit 
of tile ColmlBmity ReIOUIceGroup', Office of Community Services Grant (90EFOO36)". 
A copy of this report will be forwarded to the action official DOtedbelow Corhis review 
- 8IY1Cti~deemed~y. 

Finaldeterminationu to actia1ItKaI on all m8t1aI ~--~ win be madeby theKtion 
official namedbelow. We requestthat)'Ourespondto theHHS actionofficial within 
30daysfrom thedateof this leua-. Yo..' i~ IIXMIId1Jr~ anycommaltsor 
additionalinfonnationthat)'Oubelievemayhavea beariDIon the final determination. 

In KCordaIk:ewith the~ipla of theFreeckJDIoflnformllion A~ (5 U.S.C.5S2~as 
amendedby Public Law 104-231),010,OASreportsissuedto the Department'sgrantees 
andcontncton aremadeavaillble to manbsw ofdle praallMi gaaaJ public to die 
extentinfonnationcontainedthereinis not subjectto exemptionsin the Act which the 
Departmentchoosesto ex~iJe. (See45 CFRPartS.) 

To facilitateidentificatio~ pleasereferto CommonIdentificationNumberA-06-OI-
<XX>72in all co"~~ relatingtothisreport. 

statedEncIOIure-. . 

Dec8nber 3, 2001 
A~ 1-<MMm 

Sinc~ly yomB, 

~~Y.4~ 
GordonLSato 
RegionallnlpectorGeneral 

for AOOitSavices 



Direct Reply to HHS Action Official: 
Mr. Leon R. McCowan 
Regional Hub Director 
Administration for Children and Families 
U.S. Department of Health and Human Services 
1301 Young Street, Suite 914 
Dallas, Texas 
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Office of Inspector General 

http://www.hhs.gov/oig/ 

The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, 
as amended, is to protect the integrity of the Department of Health and Human Services 
(HHS) programs, as well as the health and welfare of beneficiaries served by those 
programs. This statutory mission is carried out through a nationwide network of audits, 
investigations, and inspections conducted by the following operating components: 

Office of Audit Services 

The OIG's Office of Audit Services (OAS) provides all auditing services for HHS, either by 
conducting audits with its own audit resources or by overseeing audit work done by others. 
Audits examine the performance of HHS programs and/or its grantees and contractors in 
carrying out their respective responsibilities and are intended to provide independent 
assessments of HHS programs and operations in order to reduce waste, abuse, and 
mismanagement and to promote economy and efficiency throughout the Department. 

Office of Evaluation and Inspections 

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and 
program evaluations (called inspections) that focus on issues of concern to the Department, 
the Congress, and the public. The findings and recommendations contained in the 
inspections reports generate rapid, accurate, and up-to-date information on the efficiency, 
vulnerability, and effectiveness of departmental programs. 

Office of Investigations 

The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative 
investigations of allegations of wrongdoing in HHS programs or to HHS beneficiaries and 
of unjust enrichment by providers. The investigative efforts of OI lead to criminal 
convictions, administrative sanctions, or civil monetary penalties. The OI also oversees 
State Medicaid fraud control units, which investigate and prosecute fraud and patient abuse 
in the Medicaid program. 

Office of Counsel to the Inspector General 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to 
OIG, rendering advice and opinions on HHS programs and operations and providing all 
legal support in OIG's internal operations. The OCIG imposes program exclusions and civil 
monetary penalties on health care providers and litigates those actions within the 
Department. The OCIG also represents OIG in the global settlement of cases arising under 
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops 
model compliance plans, renders advisory opinions on OIG sanctions to the health care 
community, and issues fraud alerts and other industry guidance. 
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NOTICES 


THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

In accordance with the principles of the Freedom of Information Act, 5 U.S.C. 552, as 
amended by Public Law 104-231, Office of Audit Services’ (OAS) reports are made 
available to members of the public to the extent information contained therein is not 
subject to exemptions in the Act. (See 45 CFR Part 5) 

OAS FINDINGS AND OPINIONS 

The designation of financial or management practices as questionable or a 
recommendation for the disallowance of costs incurred or claimed as well as other 
conclusions and recommendations in this report represent the findings and opinions of the 
OAS. Final determination on these matters will be made by authorized officials of the 
HHS divisions. 
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CommonIdentificationNumber: A -06-0 1-<MX>72 December3, 2001 

JohnSquires 
Ex~utive Director 
Community ResourceGroup, Inc. 
2423 East Robinson Avenue 
Springdaie,Arlc~as 72764 

DearMr. Squires: 

Thepurposeof this reportis to provideyouwith the~ts of our auditof grantnumber 
awarded Group,Inc.(CRG)bytheAdministration9OEFOO36 to CommunityResource for 

ChildrenandFamilies(ACF), Office of CommunityServices(OCS),Departmentof Healthand 
HumanServices(DmlS). Theawardcoveml theperiodof September30, 1998through 
Septemher 29, 2000 . 

Theobjectivesof our auditwereto assessCRG's: I) perfonnancein achievingproject 
objectives,2) compliancewith termsandconditionsof thegrantand3) capabilityto properly 
record,accountfor andreporton Federalfunds. 

TheCRGsubstantiallyachievedall oftbe projectobjectives.In addition,CRGcompliedwith 
thetennsandconditionsof thegrant.TheCRGbasestablishedandfollowcd accounting 
proceduresenablingit to properlyrecord,accountfor andreporton Federalfunds.However, 
CRGdid not alwaysfollow its proceduresrelatingto drawingdownFcderalfunds. 

In responseto our draft report,CRGdid not agreethereis aninternalcontrolweaknessrelating 
to thedrawingdownof Federalfunds. However,we continueto feel thatCRGneedsto 
strengthenits internalcontrolsto minimizetheamountof Federalcashon handasrequiredby 
Federalregulations.SeeAppendixfor a completecopyofCRG's response. 

Background 

TheCommunityServicesBlock GrantAct of 1981(Act) authorizesDHHS to makefunds 
availableto supportactivitiesthatwould alleviatethecausesof povertyin distressed 
communities,with specialemphasison communityandeconomicdevelopment. Pursuantto the 
Act, OCSannouncedthat applicationswould beacceptedfor newgrantsunderits fiscalyear 
1998RuralFacilitiesDiscretionaryGrantsProgram.In responseto theannouncement,theCRG 
submittedanapplicationfor funding. Thepurposewasto provideonsitetechnicalassistanceand 
trainingto nual. low-incomecommunitieswith waterandwastedisposalneedsin theStatesof 
Alabama,Arkansas,Louisiana,Mississippi.Oklahoma.TennesseeandTexas.TheCRGis a 
privatenonprofitrural developmentorganizationestablishedin 1975to addresstheneedsof 
lowerincome.rural cpmmunitiesin dealingwith their watersupplyandwastedisposalproblems. 
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The CRG was awarded a grant for the project period of September 30, 1998 through 

September 29, 2000 totaling $1,052,456 ($526,228 for each of the 2 years of the project period). 


Objectives, Scope, and Methodology 

The objectives of our audit were to assess CRG’s: 1) performance in achieving project 
objectives, 2) compliance with terms and conditions of the grant and 3) capability to properly 
record, account for and report on Federal funds. 

To accomplish the audit objectives, we: 

• 	 interviewed CRG officials to obtain an understanding of CRG’s program, its internal 
control structure and its ability to properly record, account for and report on Federal 
funds; 

• 	 examined CRG’s grant application, progress reports, policies and procedures, and other 
supporting documentation to determine if CRG achieved the project objectives; 

• 	 compared grant proposal budget categories to expenditures to ensure they were in 
accordance with terms and conditions of the grant; and 

• 	 reviewed CRG’s accounting policies and procedures, interviewed accounting personnel, 
reviewed audit reports from the independent Certified Public Accounting firm during the 
grant period and reviewed support for the financial information reported on the Standard 
Form 269s to ensure CRG was capable of properly recording, accounting for and 
reporting on Federal funds. 

. 
The Program grant (90EF0036) was selected for audit along with other discretionary grants 
awarded by ACF. Our audit was performed in accordance with generally accepted government 
auditing standards. Our review of CRG’s internal controls was limited to those controls 
considered necessary to achieve our objectives. We conducted our field work at CRG’s offices 
in Fayetteville and Springdale, Arkansas in July 2001. 

RESULTS OF AUDIT 

Program Results 

The overall goal of the grant was to help rural low-income communities in Alabama, Arkansas, 
Louisiana, Mississippi, Oklahoma, Tennessee and Texas develop the capability and expertise to 
establish and/or maintain affordable, adequate and safe water supply and wastewater disposal 
facilities. To meet this goal, CRG established a work program with four components. The four 
components contained multiple objectives. The four components were to provide: 1) Onsite 
Technical Assistance, 2) Information Dissemination, 3) Education and Training, and 4) Financial 
Assistance. 

Based on our review of CRG’s grant application, progress reports and other supporting 
documentation, we determined that CRG substantially achieved all of the grant objectives. In 
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addition, progress reports were submitted timely. For those objectives that were not fully 
achieved, contributing factors included staff vacancies, timing delays between projects and 
circumstances beyond CRG’s control, such as the number of communities that sought assistance 
and the timing of the receipt of funds from other sources. 

Fiscal Accountability 

Based on our review of CRG’s accounting records and policies and procedures, we determined 
that CRG is capable of adequately recording, accounting for and reporting Federal funds. In 
addition, financial reports were submitted timely. However, an internal control weakness 
relating to drawing down Federal funds needs to be corrected. 

According to a CRG official, the policy for drawing down Federal funds is to do so on a 
retrospective basis, after the expenditures have been made. However, this policy was not always 
followed as on two occasions CRG drew down Federal funds for both prior and estimated future 
expenditures. On these two occasions, CRG over-anticipated their requirements for future 
expenditures and as a result had Federal cash on hand. For the quarters January 1, 1999 through 
March 31, 1999 and January 1, 2000 through March 31, 2000, CRG reported cash on hand of 
$15,700 and $2,975, respectively. 

Conclusion and Recommendations 

The CRG substantially achieved all of the grant objectives and complied with the terms and 
conditions of the grant. In addition, CRG has established and followed accounting procedures 
enabling it to adequately record, account for and report Federal funds. However, an internal 
control weakness relating to drawing down Federal funds need to be corrected. 

We recommend that CRG strengthen its internal controls over drawing down Federal funds by 
ensuring its policies and procedures are followed. If Federal funds need to be drawn down in 
advance, CRG needs to expand its policies and procedures to minimize the amount of time 
elapsing between the transfer of Federal funds and the subsequent disbursement of these funds, 
as required by Federal regulations. 

CRG COMMENTS AND OIG RESPONSE 

CRG Comments 

The CRG response to our draft report was provided in a letter dated November 5, 2001. The 
CRG letter states that the policy for drawing down Federal funds changed to a retrospective basis 
in the second quarter of 1999. The letter further states that the $2,975 cash on hand for the 
quarter ended March 31, 2000 resulted from human error and it’s misleading to consider this an 
internal control weakness. The full text of your response is included as an APPENDIX to this 
report. 
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OIG Respoase 

As stated in the rqJOrt, CRG', policy for drawing down Fcden1 fuIKIs WII not always followed 
which resulted in excess cuh on hand. To prevent this ftorn occurring. we continue to 
r«ommelM1d1atCRG strengthen its internal controll OVa"drawing down Federal fuJKtI in order 
to minimize the ImO\Ult of time ~na betw~ the tr8llfer ofF edenl fUIMII and the 
lUblequalt disbunement of theIe fuIKIsII required by Federalreaui8tions. 

Sincerely, 

!lIc~J ."J~ 
GordmILSito 
Regimlal~~x~ GencnI 

for Audit Servica 

. 
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