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February 19, 2013

TO: Jeannie Chaffin
Director, Office of Community Services
Administration for Children and Families

FROM: /Kay L. Daly/
Assistant Inspector General for Audit Services

SUBJECT: Hawaii Claimed Unallowable Community Services Block Grant Costs for
Honolulu Community Action Program, Inc.’s Expenditures Under the
Recovery Act (A-09-11-01007)

Attached, for your information, is an advance copy of our final report on the Community
Services Block Grant costs claimed by the Hawaii Department of Labor and Industrial Relations,
Office of Community Services (State agency), for Honolulu Community Action Program, Inc.’s
expenditures under the American Recovery and Reinvestment Act of 2009. We will issue this
report to the State agency within 5 business days.

If you have any questions or comments about this report, please do not hesitate to call me at
(202) 619-1157 or through email at Kay.Daly@oig.hhs.gov, or your staff may contact

Lori A. Ahlstrand, Regional Inspector General for Audit Services, Region IX, at (415) 437-8360
or through email at Lori.Ahlstrand@oig.hhs.gov. Please refer to report number A-09-11-01007.

cC:

Janice L. Samuel

Director, Division of Financial Integrity
Office of Financial Services
Administration for Children and Families
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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 Office of Audit Services (OAS) provides 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. These assessments help
reduce waste, abuse, and mismanagement and promote economy and efficiency throughout HHS.

Office of Evaluation and Inspections

The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide HHS, Congress,
and the public with timely, useful, and reliable information on significant issues. These evaluations focus
on preventing fraud, waste, or abuse and promoting economy, efficiency, and effectiveness of
departmental programs. To promote impact, OEI reports also present practical recommendations for
improving program operations.

Office of Investigations

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of fraud and
misconduct related to HHS programs, operations, and beneficiaries. With investigators working in all 50
States and the District of Columbia, Ol utilizes its resources by actively coordinating with the Department
of Justice and other Federal, State, and local law enforcement authorities. The investigative efforts of Ol
often lead to criminal convictions, administrative sanctions, and/or civil monetary penalties.

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 for OIG’s internal
operations. OCIG represents OIG in all civil and administrative fraud and abuse cases involving HHS
programs, including False Claims Act, program exclusion, and civil monetary penalty cases. In
connection with these cases, OCIG also negotiates and monitors corporate integrity agreements. OCIG
renders advisory opinions, issues compliance program guidance, publishes fraud alerts, and provides
other guidance to the health care industry concerning the anti-kickback statute and other OIG enforcement
authorities.




Notices

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

Section 8L of the Inspector General Act, 5 U.S.C. App., requires
that OIG post its publicly available reports on the OIG Web site.

OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS

The designation of financial or management practices as
guestionable, a recommendation for the disallowance of costs
incurred or claimed, and any other conclusions and
recommendations in this report represent the findings and
opinions of OAS. Authorized officials of the HHS operating
divisions will make final determination on these matters.
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OFFICE OF AUDIT SERVICES, REGION IX
90 - 7™ STREET, SUITE 3-650
SAN FRANCIscO, CA 94103
February 21, 2013

Report Number: A-09-11-01007

Ms. Mila Kaahanui

Executive Director, Office of Community Services
Department of Labor and Industrial Relations

830 Punchbow! Street, Room 420

Honolulu, HI 96813

Dear Ms. Kaahanui:

Enclosed is the U.S. Department of Health and Human Services (HHS), Office of Inspector
General (OIG), final report entitled Hawaii Claimed Unallowable Community Services Block
Grant Costs for Honolulu Community Action Program, Inc.’s Expenditures Under the Recovery
Act. We will forward a copy of this report to the HHS action official noted on the following
page for review and any action deemed necessary.

The HHS action official will make final determination as to actions taken on all matters reported.
We request that you respond to this official within 30 days from the date of this letter. Your
response should present any comments or additional information that you believe may have a
bearing on the final determination.

Section 8L of the Inspector General Act, 5 U.S.C. App., requires that OIG post its publicly
available reports on the OIG Web site. Accordingly, this report will be posted at
https://oig.hhs.gov.

If you have any questions or comments about this report, please do not hesitate to call
me, or contact Doug Preussler, Audit Manager, at (415) 437-8309 or through email at
Doug.Preussler@oig.hhs.gov. Please refer to report number A-09-11-01007 in all
correspondence.

Sincerely,

/Lori A. Ahlstrand/
Regional Inspector General
for Audit Services

Enclosure


https://oig.hhs.gov/�
mailto:Doug.Preussler@hhs.oig.gov�

Page 2 — Ms. Mila Kaahanui

Direct Reply to HHS Action Official:

Ms. Janice L. Samuel

Director, Division of Financial Integrity

Office of Financial Services

Administration for Children and Families

U.S. Department of Health and Human Services
370 L’Enfant Promenade, SW

Washington, DC 20447



EXECUTIVE SUMMARY
BACKGROUND

The American Recovery and Reinvestment Act of 2009 (Recovery Act), P.L. No. 111-5,
provided $1 billion to the Community Services Block Grant (CSBG) program for fiscal years
(FY) 2009 and 2010. Aswith annually appropriated CSBG funds, Recovery Act funds were to
be used to reduce poverty, revitalize low-income communities, and help low-income Americans.
In addition, CSBG services funded by the Recovery Act were to be provided on or before
September 30, 2010.

Within the U.S. Department of Health and Human Services, the Administration for Children
and Families, Office of Community Services, administers the CSBG program. The CSBG
program funds a State-administered network of more than 1,100 local community action
agencies (CAA) that deliver programs and services to low-income Americans. The CAAs
provide services addressing employment, education, better use of available income, housing,
nutrition, and health to combat the causes of poverty.

In Hawaii, the Department of Labor and Industrial Relations, Office of Community Services
(State agency), was responsible for approving CAAS applications for CSBG Recovery Act
funds and monitoring CAAS compliance with Federal requirements. Under the Recovery Act,
the State agency was awarded $5 million in additional CSBG funds for FY's 2009 and 2010.

Honolulu Community Action Program, Inc. (HCAP), is a private, nonprofit CAA that has served
Oahu’ s low-income residents since 1965. For the period October 19, 2009, through

September 30, 2010, the State agency awarded HCAP $3,078,814 in CSBG Recovery Act funds
(the award). HCAP expended $2,390,918 of the award, which included $513,649 for computer
and multimedia equipment, furniture, and supplies for five afterschool programs that HCAP
planned to open targeting at-risk elementary and middle school students. The remaining
$687,896 was not expended and was returned to the State agency. HCAP referred to its
afterschool programs as the Science, Technology, Engineering, and Math (STEM) programs.

By accepting grant awards, States agree to comply with Federal regulations governing the
administration of the grants, including compliance with various cost principles. Federal law
requires that States receiving CSBG funds ensure that cost and accounting standards of the
Office of Management and Budget apply to arecipient of the funds. Nonprofit CAAs are subject
to 45 CFR part 74. These regulations state that the allowability of costs will be determined in
accordance with 2 CFR part 230, Cost Principles for Non-Profit Organizations. To be allowable
under an award, costs must be reasonable for the performance of the award and allocable to the
award under these principles.

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

HCAP' s program expenditures were allowable in accordance with applicable Federa
reguirements.



SUMMARY OF FINDINGS

Of the $2,390,918 of CSBG costs that the State agency claimed for HCAP' s program
expenditures, $1,877,269 was allowable in accordance with applicable Federal requirements.
The remaining $513,649 represented unallowable costs for computer and multimedia equi pment,
furniture, and supplies. These costs were unallowable for the following reasons:

e HCAP spurchase of these items was not prudent or reasonable given the circumstances
prevailing at the time the decision was made to incur the costs. Specifically, HCAP
purchased these items for the STEM programs in August and September 2010, 2 months
before the end of the grant period, without having atimeline for when the STEM
programs would be in operation or services would be provided to students. Given the
grant period, it seemed unlikely that these purchases would be used to benefit the
programs.

e The costs that the State agency claimed for these items were not allocable to the award
because the items provided no benefit to programs funded under the Recovery Act award.
Asof July 7, 2011, the last day of our onsite fieldwork and almost 10 months after the
end of the grant period, none of HCAP s five STEM programs were operational, and
none of the computer and multimedia equipment, furniture, or supplies werein use.
About 80 percent of the items were still in their original, unopened boxes and sat idle in
HCAP s administrative office or at an offsite storage location. The remaining 20 percent
of the items were installed but remained unused in alocked community center where
HCAP planned to open its first STEM program. After our onsite fieldwork had ended,
HCAP officials informed us that the STEM program at this center opened on
September 14, 2011.

The State agency claimed unallowable costs because it did not have adequate monitoring
procedures to ensure that the CSBG costs claimed for HCAP' s program expenditures were
allowable in accordance with applicable Federa requirements. The State agency approved
HCAP' s purchase of the equipment, furniture, and supplies after HCAP provided awritten
justification of how the items would be used in itsfive STEM programs. However, the State
agency did not verify that HCAP needed the items at the time of the purchase. State agency
officiastold us that, based on HCAP' s delay in implementing its programs, they should have
denied HCAP srequest to purchase the items.

RECOMMENDATIONS
We recommend that the State agency:
e refund to the Federal Government $513,649 for unallowabl e costs and

e strengthen monitoring procedures to ensure that costs claimed are allowablein
accordance with applicable Federal requirements.



HONOLULU COMMUNITY ACTION PROGRAM COMMENTS AND
OFFICE OF INSPECTOR GENERAL RESPONSE

In written comments on our draft report, HCAP disagreed with our finding that HCAP's
purchase of the items for the STEM programs was not prudent or reasonable given the
circumstances prevailing at the time the decision was made to incur the costs. However, HCAP
did not directly address our finding that the costs claimed were not allocable to the award given
that the items purchased provided no benefit to programs funded under the Recovery Act award.

Nothing in HCAP' s comments caused us to revise our findings. We maintain that HCAP's
purchase of the items for the STEM programs was not prudent or reasonable given the
circumstances prevailing at the time the decision was made to incur the costs. Although the
items purchased may one day be used to address the needs of youth in low-income communities
through youth development programs, the items were not needed at the time of purchase and did
not provide a benefit under the Recovery Act award.

STATE AGENCY COMMENTS AND
OFFICE OF INSPECTOR GENERAL RESPONSE

In written comments on our draft report, the State agency disagreed with our findings and
recommendations. The State agency commented that equipment costs for two of the community
centers should be allowed because those sites were aready operational. The State agency
requested that HCAP be given until June 30, 2013, to make the remaining three of itsloca
STEM programs fully operational and suggested that for each site that is not operational as of
that date, one-fifth of the total equipment cost of $513,649 should be reimbursed to the Federa
Government.

Nothing in the State agency’ s comments caused us to revise our findings or recommendations.
Although HCAP ultimately used some of the equipment, the items were not needed at the time of
purchase and did not provide a benefit before the end of the Recovery Act period (September 30,
2010). We do not have the authority to negotiate with the State agency regarding the proposed
resolution. Asthe CSBG program administrator, the Administration for Children and Families,
Office of Community Services, is responsible for resolving the findings and recommendations.
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INTRODUCTION
BACKGROUND
American Recovery and Reinvestment Act

The American Recovery and Reinvestment Act of 2009 (Recovery Act), P.L. No. 111-5,
authorized supplemental appropriations for job preservation and creation, infrastructure
investment, energy efficiency and science, assistance to the unemployed, and State and local
fiscal stabilization. The Recovery Act provided $1 billion to the Community Services Block
Grant (CSBG) program for fiscal years (FY) 2009 and 2010. Aswith annually appropriated
CSBG funds, Recovery Act funds were to be used to reduce poverty, revitalize low-income
communities, and help low-income Americans. In addition, CSBG services funded by the
Recovery Act were to be provided on or before September 30, 2010.

Community Services Block Grant Program

The CSBG program was reauthorized by the Community Opportunities, Accountability, and
Training and Educational Services Act of 1998 (CSBG Act), P.L. No. 105-285, to provide funds
to alleviate the causes and conditions of poverty in communities. Within the U.S. Department
of Health and Human Services (HHS), 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 1,100 local community
action agencies (CAA) that deliver programs and services to low-income Americans. The CAAs
provide services addressing employment, education, better use of available income, housing,
nutrition, and health to combat the causes of poverty. Recovery Act grant funds were intended to
cover additional costs for the same types of services.

Hawaii Department of Labor and Industrial Relations, Office of Community Services

In Hawaii, the Department of Labor and Industrial Relations, Office of Community Services
(State agency), was responsible for approving CAAS applications for CSBG Recovery Act
funds and monitoring CAAS compliance with Federal requirements. Under the Recovery Act,
the State agency was awarded $5 million in additional CSBG funds for FY's 2009 and 2010.

Honolulu Community Action Program, Inc.

Honolulu Community Action Program, Inc. (HCAP), is a private, nonprofit CAA that has served
Oahu’ s low-income residents since 1965. HCAP offers programs and servicesto help
individuals and families become self-sufficient. Programs that HCAP offersinclude Head Start,
youth services, atransitional shelter, child mentoring, and senior employment. Services that
HCAP provides include food assistance, job readiness, and home energy assistance. In addition,
HCAP partners with othersto fill gapsin servicesfor clients eligible under the Recovery Act.



For the period October 19, 2009, through September 30, 2010, the State agency awarded HCAP
$3,078,814 in CSBG Recovery Act funds (the award). HCAP expended $2,390,918 of the
award, which included $513,649 for computer and multimedia equipment, furniture, and supplies
for five afterschool programs that HCAP planned to open targeting at-risk elementary and
middle school students. The remaining $687,896 was not expended and was returned to the
State agency.’ HCAP referred to its afterschool programs as the Science, Technology,
Engineering, and Math (STEM) programs.

Federal Requirements for Grantees

By accepting grant awards, States agree to comply with Federal regulations governing the
administration of the grants, including compliance with various cost principles. Section
678D(a)(1)(B) of the CSBG Act requires that States receiving CSBG funds ensure that cost and
accounting standards of the Office of Management and Budget (OMB) apply to arecipient of the
funds. Nonprofit CAAs are subject to 45 CFR part 74, through which HHS applies the
provisions of OMB Circular A-110. Theregulations at 45 CFR 8 74.27(a) state that the
allowability of costswill be determined in accordance with 2 CFR part 230, Cost Principles for
Non-Profit Organizations.

OBJECTIVE, SCOPE, AND METHODOLOGY
Objective
Our objective was to determine whether the CSBG costs that the State agency claimed for

HCAP' s program expenditures were allowable in accordance with applicable Federa
requirements.

Scope

We reviewed the State agency’s claim of $2,390,918 for HCAP' s program expenditures funded
by the Recovery Act award for the period October 19, 2009, through September 30, 2010. We
did not review the overall internal control structure of the State agency or HCAP. Welimited
our review of internal controls to those that were significant to the objective of our audit.

We conducted our audit from June to October 2011 and performed fieldwork at the State
agency’s and HCAP' s officesin Honolulu, Hawaii.

Methodology
To accomplish our objective, we:

e reviewed applicable Federal laws, regulations, and guidance;

! We reviewed the award funds returned to the State agency as part of a separate audit. Our report, entitled Hawaii
Claimed Unallowable Community Services Block Grant Costs for Administrative Expenditures Under the Recovery
Act (A-09-12-01000), was issued June 20, 2012.



reviewed contractual and supplementa agreements between the State agency and HCAP
for the period October 19, 2009, through September 30, 2010;

reviewed HCAP s board of directors’ meeting minutes,
reviewed HCAP' s accounting policies and procedures;

interviewed State agency officials to gain an understanding of their fiscal and program
monitoring procedures;

interviewed HCAP officials to gain an understanding of the costs charged under the
award;

reviewed the State agency’ s fiscal and program monitoring reports,

reviewed correspondence between the State agency and HCAP officids,

reviewed HCAP' s audited financial statements for the periods April 1, 2007, through
March 31, 2008; April 1, 2008, through March 31, 2009; and April 1, 2009, through
March 31, 2010;

reconciled the costs that the State agency claimed under the award with HCAP' s general
ledger;

analyzed HCAP s general ledger to identify large, unusual, and/or recurring transactions
and examined, on atest basis, evidence supporting selected transactions for claimed
costs to determine their allowability;?

visited HCAP sfacilities where equipment and supplies were installed or stored;

followed up with HCAP officials on October 2, 2012, regarding the status of their
STEM programs, and

discussed our findings with State agency and HCAP officials.

We conducted this performance 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 areasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objectives.

2 We selected and examined all transactions for equipment, furniture, and supply costs claimed for the STEM
programs. We determined that the number, dollar amounts, and types of transactions selected were sufficient for
determining allowability of costs on the basis of the adequacy of supporting documentation.



FINDINGS AND RECOMMENDATIONS

Of the $2,390,918 of CSBG costs that the State agency claimed for HCAP' s program
expenditures, $1,877,269 was allowable in accordance with applicable Federal requirements.
The remaining $513,649 represented unallowable costs for computer and multimedia equi pment,
furniture, and supplies. These costs were unallowable for the following reasons:

e HCAP spurchase of these items was not prudent or reasonable given the circumstances
prevailing at the time the decision was made to incur the costs.

e The coststhat the State agency claimed for these items were not allocable to the award
because the items provided no benefit to programs funded under the Recovery Act award.

The State agency claimed unallowable costs because it did not have adequate monitoring
procedures to ensure that the CSBG costs claimed for HCAP' s program expenditures were
allowable in accordance with applicable Federa requirements.

See Appendix A for a schedule of the costs that the State agency claimed for HCAP's
expenditures and the results of our audit (i.e., allowable and unallowabl e costs).

FEDERAL REQUIREMENTS

Section 3(a) of the Recovery Act states that the purposes of the Recovery Act were, among other
things, to preserve and create jobs and promote economic recovery; assist those most impacted
by the recession; and stabilize State and local government budgets to minimize and avoid
reductions in essential services.

Division A, Title VIII, of the Recovery Act provided additional CSBG fundsto States for
carrying out activities under sections 674 through 679 of the CSBG Act. Section 672 of the
CSBG Act states that the purposes and goals of the CSBG program are to reduce poverty,
revitalize low-income communities, and empower low-income families and individualsin rural
and urban areas to become fully self-sufficient.

Federal cost principles (2 CFR part 230, Appendix A, section A.2.) state that to be alowable
under an award, costs must be reasonable for the performance of the award and be alocable to
the award under Federal cost principles. Regarding the reasonableness of costs, Federal cost
principles (2 CFR part 230, Appendix A, section A.3.) state:

A cost isreasonableif, in its nature or amount, it does not exceed that which
would be incurred by a prudent person under the circumstances prevailing at the
time the decision was made to incur the costs. In determining the reasonableness
of agiven cost, consideration shall be given to:
a. Whether the cost is of atype generally recognized as ordinary and
necessary for the operation of the organization or the performance of the
award.



b. The restraints or requirements imposed by such factors as ... Federal and
State laws and regul ations, and terms and conditions of the award.

c. Whether the individuals concerned acted with prudencein the
circumstances, considering their responsibilities to the organization, its
members, employees, and clients, the public at large, and the Federal
Government.

Regarding the allocability of costs, Federal cost principles (2 CFR part 230, Appendix A,
section A 4.) state:

a. A cost isalocableto aparticular cost objective, suchasagrant ... in
accordance with the relative benefitsreceived. A cost is alocable to a Federal
award if it istreated consistently with other costsincurred for the same purposein
like circumstances and if it:
(2) Isincurred specifically for the award.
(2) Benefits both the award and other work and can be distributed in reasonable
proportion to the benefits received ....

ACF s CSBG Information Memorandum, Transmittal No. 109, stated that services funded by the
Recovery Act were to be provided on or before September 30, 2010.

UNALLOWABLE COSTS FOR EQUIPMENT, FURNITURE, AND SUPPLIES

Of the $532,092 of equipment, furniture, and supplies purchased by HCAP and claimed by the
State agency under the Recovery Act, $18,443 was alowable. HCAP used these items for the
purposes of the Recovery Act. The remaining $513,649 was unallowable because the purchase
of these items was not prudent or reasonable and the costs claimed for these items were not
allocable to the award.

Purchase of Equipment, Furniture, and Supplies Was Not Prudent

HCAP' s purchase of equipment, furniture, and supplies was not prudent or reasonable given the
circumstances prevailing at the time the decision was made to incur the costs. In addition,

HCAP officials did not act with prudence when purchasing the items, considering their
responsibilities to their clients, the public at large, and the Federal Government.

In August and September 2010, in the 2 months before the end of the grant period, HCAP
purchased $513,649 of equipment, furniture, and supplies for five STEM programs. This
amount consisted of $447,045 for computer and multimedia equipment, $63,118 for furniture,
and $3,486 for supplies. The computer and multimedia equipment included 5 student recording
studio workstations at a cost of about $28,000 each, as well as 102 Dell computers (totaling over
$106,000) and 38 Apple iMac computers (totaling over $55,000). HCAP purchased these items
without having atimeline for when the STEM programs would be in operation or services would
be provided to students. Given the grant period, it seemed unlikely that these purchases would
have been used to benefit the programs during that time period.



See Appendix B for acomplete list of the items that HCAP purchased for the five STEM
programs.

Equipment, Furniture, and Supplies Provided No Benefit to
Programs Funded Under the Award

The costs that the State agency claimed for HCAP' s purchase of equipment, furniture, and
supplies were not allocable to the award because the items provided no benefit to programs
funded under the Recovery Act award. Asof July 7, 2011, the last day of our onsite fieldwork
and almost 10 months after the end of the grant period, none of HCAP' s five STEM programs
was operational, and none of the computer and multimedia equipment, furniture, and supplies
had been used by students. About 80 percent of the items were till in their original, unopened
boxes and sat idle in HCAP s administrative office or at an offsite storage location. The
remaining 20 percent of the items purchased were installed but remained unused in alocked
community center where HCAP planned to open itsfirst STEM program.

Photograph 1, taken on June 28, 2011, shows unopened boxes of computer and multimedia
equipment (e.g., Dell and Apple computers, Samsung LED televisions, and Hewlett-Packard
monitors) stored in HCAP' s administrative office.

Photograph 1: Computer and Multimedia Equipment in Storage




Photograph 2, taken on June 28, 2011, shows unopened boxes of Sony digital camcorders stored
in HCAP s administrative office.

Photograph 2: Digital Camcorders in Storage

Photograph 3, taken on July 6, 2011, shows unopened boxes of furniture stored at an offsite
storage location.

Photograph 3: Furniture in Storage




Photograph 4, taken on June 29, 2011, shows an unused recording studio workstation at the one
HCAP community center, which had not yet opened. The recording studio workstation was not
fully installed.

Photograph 4: Unused Recording Studio Workstation in a Community Center

Photograph 5, taken on June 29, 2011, shows three Apple iMac computers and six Dell
computers and monitors installed at the one HCAP community center, which had not yet opened.

Photograph 5: Unused Dell and Apple iMac Computers in a Community Center




Only One of Five Community Centers Opened

After our onsite fieldwork had ended, HCAP officialsinformed us that the first community
center for the first STEM program was opened on September 14, 2011. Regarding the four other
STEM programs, HCAP officials told us that they expected to open the second program by
December 2011.2 HCAP officials did not know when they would open the remaining three
programs because they still needed resources to repair one community center and were looking
for space for the other two programs.

LACK OF ADEQUATE MONITORING PROCEDURES

The State agency did not have adequate monitoring procedures to ensure that the CSBG costs
claimed for HCAP' s program expenditures for equipment, furniture, and supplies were allowable
in accordance with applicable Federa regulations. The State agency approved HCAFP' s purchase
of the equipment, furniture, and supplies after HCAP provided a written justification of how the
itemswould be used in its five STEM programs. However, the State agency did not verify that
HCAP needed the items at the time of the purchase. State agency officials told us that, based on
HCAP sdelay in implementing its programs, they should have denied HCAP' s request to
purchase the items.

RECOMMENDATIONS
We recommend that the State agency:
e refund to the Federal Government $513,649 for unallowable costs and

e strengthen monitoring procedures to ensure that costs claimed are allowable in
accordance with applicable Federal requirements.

HONOLULU COMMUNITY ACTION PROGRAM COMMENTS AND
OFFICE OF INSPECTOR GENERAL RESPONSE

In written comments on our draft report, HCAP disagreed with our finding that HCAP's
purchase of the items for the STEM programs was not prudent or reasonable given the
circumstances prevailing at the time the decision was made to incur the costs. However, HCAP
did not directly address our finding that the costs claimed were not allocable to the award given
that the items purchased provided no benefit to programs funded under the Recovery Act award.

HCAP stated that we did not conduct the appropriate analysis, required in Federal regulations, to
determine the reasonabl eness of a given cost, including whether the cost was of atype generally
recognized as ordinary and necessary. HCAP aso stated that our draft report was limited in its
analysis of the restraints imposed by Federal and State requirements and the terms and conditions
of the award. HCAP disagreed strongly with our finding that HCAP officias did not act with
prudence when purchasing theitems. Finally, HCAP provided information on the current status

3 After we had received HCAP's comments on our draft report, HCAP informed us that the second community
center opened on August 23, 2012.



of its STEM programs. HCAP' s comments, which we summarize below, are included in their
entirety as Appendix C. We redacted personally identifiable information.

Nothing in HCAP s comments caused us to revise our findings. We maintain that HCAP's
purchase of the items for the STEM programs was not prudent or reasonable given the
circumstances prevailing at the time the decision was made to incur the costs. Although the
items purchased may one day be used to address the needs of youth in low-income communities
through youth development programs, the items were not needed at the time of purchase and did
not provide a benefit under the Recovery Act award.

Costs Generally Recognized as Ordinary and Necessary for the
Operation of the Organization or Performance of the Award

Honolulu Community Action Program Comments

HCAP stated that we did not attempt to conduct an anaysis of whether the costs were of atype
generaly recognized as ordinary and necessary. HCAP stated that although we referenced both
the Recovery Act and the CSBG Act as part of Federal requirements, we did not include a
reference to section 676(b)(1)(B) of the CSBG Act, which authorized funding support to address
the needs of youth in low-income communities through youth development programs (e.g.,
afterschool childcare programs). HCAP stated that there was “little doubt” that its STEM
programs fell squarely within the CSBG program’ s stated purposes and goals. Referring to

2 CFR part 230, Appendix A, section A.3, HCAP concluded that the equipment and furniture
purchased were “ of the quantity, type, and quality that generally would be ordinary and
necessary to successfully operate the program and perform the necessary services at the various
planned sites.”

HCAP stated that we based our conclusion that the purchases were not prudent or reasonable on
the observation that there was not a “timeline for when the STEM programs would be in
operation or services would be provided to students.” HCAP maintained that there was
substantial and sustained planning and activity toward opening the programs at all phases of the
process. Inits comments, HCAP outlined the activities that occurred before the first community
center opened.

Office of Inspector General Response

We agree that funding under section 676(b)(1)(B) of the CSBG Act could be used for afterschool
programs that address the needs of youth in low-income communities. However, the equipment,
furniture, and supplies for the STEM programs were purchased with Recovery Act funds, and
CSBG services funded by the Recovery Act were to be provided on or before September 30,
2010. Because the STEM programs were not operational and the items purchased were either in
storage or sat idle long after the Recovery Act period ended, the cost of these items was not of a
type generally recognized as ordinary and necessary for the operation of the organization or the
performance of the Recovery Act award.
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Even though HCAP outlined the activities that occurred before the first community center
opened, HCAP' s outline did not include information on when the STEM programs would bein
operation or services would be provided to students. However, even if atimeline had existed
(we found no evidence of one given to the State agency), the items purchased provided no
benefit to programs funded under the Recovery Act award.

Restraints Imposed by Federal and State Requirements
and Terms and Conditions of the Award

Honolulu Community Action Program Comments

HCAP stated that the draft report was limited in its analysis of the restraints or requirements
imposed by Federal and State |laws and regul ations and the terms and conditions of the award.
HCAP stated that our primary objection to the purchases of equipment was that the afterschool
program was not able to be operational during the CSBG Recovery Act period ended
September 30, 2010. HCAP maintained that the analysis should focus on the rel ationship,
understanding, and communication between HCAP and the State agency.

e HCAP commented that State agencies were directly responsible for administering and
communicating with the CSBG program’s eligible entities and stated that HCAP was a
direct grantee of the State agency. HCAP aso commented that the State agency, through
its State plan, determined the scope and parameters of the CSBG program, subject to
Federal requirements.

e HCAP commented that the State agency was delayed in executing its first CSBG
Recovery Act contract with HCAP. HCAP also commented that the State agency lost
key staff with CSBG and other Federal program experience. In addition, HCAP
maintained that throughout the Recovery Act period, the State agency was limited in its
ability to provide clear and consistent guidance, direction, and sometimes even basic
information about Recovery Act requirements.

e HCAP commented that the State agency worked closely with HCAP throughout the
program planning and implementation phases. HCAP aso commented that the State
agency was aware of the delayed status of the program, yet proceeded with approving the
equipment purchases and even assisted with the process.

Office of Inspector General Response

We maintain that the costs claimed for the purchase of the equipment, furniture, and supplies
were subject to the restraints or requirements imposed by Federal regulations and the terms and
conditions of the award. Specifically, CSBG services funded by the Recovery Act wereto be
provided by September 30, 2010. However, asof July 7, 2011, the last day of our onsite
fieldwork and aimost 10 months after the end of the grant period, none of HCAP sfive STEM
programs were operational, and none of the computer and multimedia equi pment, furniture, and
supplies had been used by students.
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Regarding HCAP' s comment that the analysis should focus on the relationship, understanding,
and communication between HCAP and the State agency, we have the following responses:

e We agree that State agencies are responsible for administering the CSBG program,
communicating with the program’s CAAs, and determining the scope and parameters of
the program.

e Wedo not express an opinion regarding HCAP' s comments on the difficulties
encountered with the State agency throughout the Recovery Act period. Any problems
that may have occurred between HCAP and the State agency were beyond the scope of
our review.

e Wemaintain that the State agency did not have adequate monitoring procedures to ensure
that the Recovery Act costs claimed for HCAP' s program expenditures were allowable in
accordance with applicable Federal regulations. Even though HCAP commented that the
State agency was aware of the status of the program and approved the purchases, we
maintain that the State agency should have verified that HCAP needed the items at the
time of the purchase.

Acting With Prudence Considering Responsibilities to Clients,
the Public, and the Federal Government

Honolulu Community Action Program Comments

HCAP disagreed strongly with our finding that HCAP officias did not act with prudence when
purchasing the items. HCAP stated that it took its responsibility to its clients seriously and
sought to foster enthusiasm, improve academic performance, and change the trgjectory of young
people’ slives. HCAP also stated that its officials acted transparently and responsibly in
purchasing the equipment and bringing the program to fruition despite obstacles and challenges.
In addition, HCAP stated that it believed the STEM program was in line with the Federal CSBG
program’ s directive to address the causes and conditions of poverty at the local level.

Office of Inspector General Response

We maintain that HCAP officials did not act with prudence when purchasing the items,
considering their responsibilities to their clients, the public at large, and the Federal Government.
HCAP did not provide any servicesto its clients during the Recovery Act period as a direct result
of the $513,649 of equipment, furniture, and supplies purchased for the STEM programs. The
purchase of these items was not prudent because it was made well in advance of the need for the
items and could be seen as an effort to stockpile supplies and obligate funds before the end of the
grant period, well before these items could be useful. Specifically, HCAP purchased these items
in August and September 2010, 2 months before the end of the grant period, without having a
timeline for when the STEM programs would be in operation or services would be provided to
students. None of the items were used by students until approximately 1 year after the end of the
grant period when the first STEM program opened on September 14, 2011. The second STEM
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program did not open until approximately 2 years after the end of the grant period. As of
October 2, 2012, none of the remaining three STEM programs had opened.

STATE AGENCY COMMENTS AND
OFFICE OF INSPECTOR GENERAL RESPONSE

In written comments on our draft report, the State agency disagreed with our findings and
recommendations. We included the State agency’ s comments and exhibitsin their entirety as
Appendix D and redacted the names of HCAP and State agency officials.

e Regarding our finding that purchase of the items was not prudent or reasonable, the State
agency commented that our finding was based on the very strict view that the purchase of
any equipment whose reasonabl e lifespan would extend beyond the Recovery Act period
would be disallowed in whole or in part.

e Regarding our finding that the costs claimed for these items were not allocable to the
award, the State agency commented that we recognized that operation of the STEM
programs after the end of the Recovery Act period was an entirely reasonable and proper
use of those funds.

e Regarding our statement that the State agency did not have adequate monitoring
procedures, the State agency commented that it had justifiably and reasonably relied on
HCAP sfirm and clear written representations that (1) it had identified five sites for the
STEM programs, (2) HCAP s board of directors supported the program, and (3) HCAP
was ready to commit funds to the STEM programs into the future.

The State agency also commented that equipment costs for two of the community centers should
be allowed because those sites were already operational. The State agency requested that HCAP
be given until June 30, 2013, to make the remaining three of itslocal STEM programs fully
operational. The State agency suggested that for each site that is not operationa as of that date,
one-fifth of the total equipment cost of $513,649 should be reimbursed to the Federal
Government.

Nothing in the State agency’ s comments caused us to revise our findings or recommendations.
We maintain that HCAP' s purchase of the items for the STEM programs was not prudent or
reasonabl e given the circumstances prevailing at the time the decision was made to incur the
costs. The State isincorrect that our finding of unallocability is based on aview that the
usefulness of the equipment had to cease at the completion of the grant period; we recognize and
expect that the lifespan of equipment would extend beyond the project period. These items were
purchased with Recovery Act funds, and CSBG services funded by the Recovery Act were to be
provided on or before September 30, 2010. The equipment had not been used by the end of the
project period or well thereafter. Thus, the costs that the State agency claimed for these items
were not allocable to the award because the items provided no benefit to programs funded under
the Recovery Act award. Although HCAP ultimately used some of the equipment, the items
were not needed at the time of purchase and did not provide a benefit before the end of the
Recovery Act period (September 30, 2010). We do not have the authority to negotiate with the
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State agency regarding the proposed resolution. Asthe CSBG program administrator, ACF's
Office of Community Servicesis responsible for resolving the findings and recommendations.
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APPENDIX A: COSTS CLAIMED AND RESULTS OF AUDIT FOR THE PERIOD

OCTOBER 19, 2009, THROUGH SEPTEMBER 30, 2010

Element of Cost Claimed Allowable | Unallowable

Programs and Projects $1,679,735| $1,679,735 $0
Equipment* 515,793 5,630 510,163
Salaries and Wages 124,396 124,396 0
Fringe Benefits 39,881 39,881 0
Supplies 16,299 12,813 3,486
Benefit and Enrollment Coordination 9,865 9,865 0
Mileage 1,816 1,816 0
Telephone and Postage 762 762 0
Other Direct Costs 2,371 2,371 0
Total $2,390,918 | $1,877,269 $513,649

! Equipment costs included costs for computer and multimedia equipment and furniture.
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APPENDIX B: EQUIPMENT, FURNITURE, AND SUPPLIESPURCHASED BY

HONOLULU COMMUNITY ACTION PROGRAM FOR

FIVE AFTERSCHOOL PROGRAMS

Computer and Multimedia Equipment No. of Units Total Cost
Student Recording Studio Workstation 5 $141,853
Dell Computer Optiplex 780 102 106,830
Apple iMac Computer 38 55,540
SMART Board Interactive Whiteboard System 5 25,827
Dell Monitor E2210 102 24,378
Dell Server Poweredge R310 5 9,211
Administrator Recording Studio Workstation 1 8,137
Samsung 46" LED 6300 Series Television 5 6,885
Hewlett-Packard Printer LaserJet P4015N 6 6,372
In Focus Projector IN3114 DLP 5 6,305
Dell Laptop Latitude E5510 5 5,645
Sony Digital Camcorder Handycam HDRCX550V 5 5,328
AppleCare Protection Plan 38 5,016
BOSE Speaker System Cinemate Il 5 3,254
LEGO Mindstorms Robotics Kit 10 3,219
Dell 2145CN Multifunction Color Laser Printer 6 2,915
Canon Digital Camera Powershot SD1400IS 10 2,384
Samsung Blue Ray Player BD-C5500 5 815
Dell Monitor IN1910N 5 660
Computer Software 13,871
Other Items 12,600

Subtotal for Computer and Multimedia Equipment $447,045
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Furniture No. of Units Total Cost
HON Huddle Multi-Purpose Table 49 $21,865
HON G21 Olson Task Chair 98 13,212
Workrite SA-1000S Monitor Arm 66 12,747
Vertical 902 CPU Holder 66 11,743
HON Double Pedestal Desk 6 2,389
HON 5902 Comfort Task Chair 6 1,162

Subtotal for Furniture $63,118

Supplies No. of Units Total Cost
Wall Mount Rack 12RU Swing Gate 6 $1,050
Keystone Jack RJ45 250 625
Ethernet Cable CAT5E Plenum White 1000 Foot Reel 3 510
48-Port Patch Panel for Ethernet Cable CAT5E 5 475
Other Items 826

Subtotal for Supplies $3,486
Grand Total $513,649
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APPENDIX C: HONOLULU COMMUNITY ACTION PROGRAM COMMENTS

A Non-Profit Human Service Agency

MAY 2 4 2012

Main Office Location
33 South King Street, Suite 300 * Honolulu, Hl 96813-4323
Telephone (808) 521-4531 * Fax (808) 521-4538

Honolulu Community Action Program, Inc.
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Honolulu Community Action Program, Inc.’s
Response to the Draft Report by the
Department of Health and Human Services,
Office of Inspector General entitled “Hawaii
Claimed Unallowable Community Services
Block Grant Costs for Honolulu Community
Action Program, Inc.’s Expenditures Under
the Recovery Act” dated April 2012 with
Reference No. A-09-11-01007
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BACKGROUND

From June 27 — July 7, 2011, the U.S. Department of Health and Human Services, Office of
Inspector General (OIG) performed fieldwork at Honolulu Community Action Program, Inc.
(HCAP) in Honolulu, Hawaii, as part of its audit of the State of Hawaii’s Community Services
Block Grant — American Recovery and Reinvestment Act (CSBG-ARRA) program. The OIG’s
audit of HCAP came after its audit team had conducted similar fieldwork from June 21 - 24,
2011, at the State of Hawaii, Department of Labor and Industrial Relations, Office of
Community Services, the State agency responsible for the administration of the CSBG-ARRA
program in Hawaii.

On January 30, 2012, OIG conducted its formal exit interview with HCAP by teleconference. At
the exit interview, OIG informed HCAP that the draft audit report (draft report) would be
forthcoming, and that upon HCAP’s receipt and review of the draft report, the agency would be
invited to provide formal comment for OIG’s further consideration. On April 18, 2012, HCAP
received the OIG draft report entitled Hawaii Claimed Unallowable Community Services Block
Grant Costs for Honolulu Community Action Program, Inc.’s Expenditures under the Recovery
Aet. In its transmittal letter of the same date, OIG requested written comments from HCAP
within five days. OIG also indicated that the draft report “is subject to further review and
revision.” On April 18, 2012, in response to HCAP’s written request, OIG informed HCAP that
it would allow an extension to May 21, 2012, for HCAP to submit its written comments on the
draft report.

OIG DRAFT REPORT FINDINGS

In the draft report, OIG states that its objective in conducting the audit was “to determine
whether CSBG costs that the State agency claimed for HCAP’s program expenditures were
allowable in accordance with applicable Federal requirements.” (Emphasis added.)
Specifically, the draft report references Section 3(a) and Division A, Title VII of the American
Reinvestment and Recovery Act; Sections 672 and Sections 674-679 of the Community Services
Block Grant Act; and 2 CFR part 230, Appendix A, sections A.2. thru A.4.; L as the federal

! The April 18, 2012 draft audit report (audit report) of the Department of Health and Human Services, Office of Inspector General (OIG) sets
forth on pages 4-5 the following with respect to the Code of Federal Regulations it references: “Federal cost principles (2CFR part 230,
Appendix A, section A.2) state that to be allowable under an award, costs must be reasonable for the performance of the award and be allocable
to the award under Federal cost principles. Federal cost principles (2 CFR part 230, Appendix A, section A.3.) state:

A cost is reasonable if, in its nature or amount, it does not exceed that which would be incurred by a prudent person under the
circumstances prevailing at the time the decision was made to incur the costs. In determining the reasonableness of a given cost,
consideration shall be given to:

a.  Whether the cost is of a type generally recognized as ordinary and necessary for the operation of the organization or the
performance of the award.

b.  Therestraints or requirements imposed by such factors, as . . . Federal and State laws and regulations, and terms and conditions
of the award.

¢ Whether the individuals concerned acted with prudence in the circumstances, considering their responsibilities to the
organization, its members, employees, and clients, the public at large, and the Federal Government.

Federal cost principles (2 CFR part 230, Appendix A, section A4) state:

a. A costis allocable to a particular cost objective, such as a grant . . . in accordance with the relative benefitsreceived. 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:
(1) Isincurred specifically for the award.
(2) Benefits both the award and other work and can be distributed in reasonable proportion to the benefits received.
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requirements that would govern OIG’s analysis of whether certain expenditures were
“allowable.”

The draft report determined that “[o]f the $2,390,918 of CSBG costs that the State agency
claimed for HCAP’s program expenditures, $1,877,269 was allowable in accordance with
applicable Federal requirements.” The draft report, however, also determined that “[t]he
remaining $513,649 represented unallowable costs for computer and multi-media equipment,
furniture, and supplies.” According to the OIG, these costs were unallowable because:

o  HCAP’s purchase of these items was not prudent or reasonable given the circumstances
prevailing at the time the decision was made to incur the costs. Specifically, HCAP
purchased these items for the STEM programs in August and September 2010, 2 months
before the end of the grant period, without having a timeline for when the STEM
programs would be in operation or services would be provided to students. Given the
grant period, it seemed unlikely that these purchases would be used to benefit the
programs.

o The costs that the State agency claimed for these items were not allocable to the award
because the items provided no benefit to programs funded under the Recovery Act award.
As of July 7, 2011, the last day of our onsite fieldwork and almost 10 months after the end
of the grant period, none of HCAP s five STEM program was operational, and none of
the computer and multimedia equipment, furniture, or supplies were in use. About 80
percent of the items were still in their original, unopened boxes and sat idle in HCAP s
administrative office or at an offsite storage location. The remaining 20 percent of the
items were installed but remained unused in a locked community center where HCAP
planned to open its first STEM program.

The draft report concluded that “HCAP officials did not act with prudence when purchasing the
items, considering their responsibilities to their clients, the public at large, and the Federal
Government.”

The draft report also criticized the State agency, stating that it claimed unallowable costs because
it “did not have adequate monitoring procedures to ensure that the CSBG costs claimed for
HCAP’s program expenditures were allowable in accordance with applicable Federal
requirements.” The draft report acknowledges that the State agency approved HCAP’s
purchases “after HCAP provided a written justification of how the items would be used[.]”
However, the draft report finds that the State agency “did not verify that HCAP needed the items
at the time of the purpose[,]” and reports that during the audit, State agency officials told OIG
auditors that “based on HCAP’s delay in implementing its programs, [the State agency] should
have denied HCAP’s request to purchase the items.”

The draft report concludes with the recommendations that the State agency:

e refund to the Federal Government $513,649 for unallowable costs and
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e strengthen monitoring procedures to ensure the costs claimed are allowable in accordance
with applicable Federal requirements.

HCAP RESPONSE

Program Description

The STEM program that is the subject of the questioned expenditures in the draft report is an
official agency program, sanctioned and approved by Honolulu Community Action Program’s
Board of Directors, and operating in-line with Community Services Block Grant (CSBG)
objectives. The program’s formal name is The Hé Initiative: Creative STEM After School
Program.

The Ha Initiative is a free, center-based, after school program that helps at-risk youth establish a
strong foundation in science, math, engineering, and technology (STEM). Open to elementary
and middle school students, the program seeks to improve academic performance, increase
family and community involvement, and develop the next generation of science and technology
leaders. The Ha Initiative is named for the ha, or ““stem” of the taro, a fundamental food source
and important plant in the culture, history, and identity of Hawaii and its people. As the stem
supports the taro, the Ha Initiative offers a range of activities that are fun, informative, and
participant-driven, with the goals of increasing self-sufficiency and supporting youth to achieve
academic and personal success.

In line with CSBG objectives, the Ha Initiative’s target population is low-income, at-risk youth
in Oahu’s neediest and most economically depressed communities. Youth in these communities
face multiple risk factors: English as a second language, acculturation issues, learning
disabilities, lack of family support, and high rates of substance abuse, gang involvement and teen
pregnancy. The Ha Initiative addresses these risk factors by providing participants with positive
adult role models, academic and social skill development, and a safe, structured environment for

healthy interaction and individual self-expression.

Family and community involvement is key to the success of the Ha Initiative. The families of
program participants are involved as volunteers and by attending Open House nights and
program activities. High school, college and adult volunteers from the community provide
tutoring one-on-one and in small groups, read with the kids, and participate in lab activities. Staff
and volunteers model positive values and behaviors and reinforce the program’s clear rules and
standards of conduct. Volunteer policies and procedures have been implemented to protect the
health and safety of participants, including State and Federal background checks and
fingerprinting for all volunteers.

The goal of the Ha Initiative is to improve academic and personal success for children who face
significant barriers. Children in Hawaii, and particularly children from low-income families,
have demonstrated historically low academic performance. The U.S. Department of Education
reports that in 2009, Hawaii was one of only ten states to score lower than the national average in
4th grade science and one of fifteen ranked below-average in 8th grade science. Reversing these
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trends requires positive learning experiences outside of school, but many low-income families
are not able to provide these. The Ha Initiative provides a safe place for kids to focus on learning
and become part of a supportive community. By increasing academic success and encouraging
young people to actively engage in community issues and pursue their goals, HCAP is proud to
be helping create the next generation of community leaders.

As indicated in the draft report, the Ha Initiative’s first program site opened in September 2011.
Located in the downtown Kalihi-Palama neighborhood on the grounds of St. Elizabeth’s
Episcopal Church, the program is intentionally situated in an area with the highest concentration
of public housing projects in the state. Mayor Wright Homes, a public housing complex
notorious for its poor living conditions and high incidence rate of crime, violence, drug use and
trafficking, is located just one block away. Roughly 90% of the registered 62 youth participants
at the Kalihi-Palama site are Pacific Islander youth who live at Mayor Wright Homes. The
program’s second site opens this summer in Waianae, an impoverished rural community on the
Leeward coast of Qahu.

Analysis
L

HCAP respectfully disagrees with the draft report’s contention that HCAP’s purchase of the
items for the Ha Initiative was “not prudent or reasonable given the circumstances prevailing at
the time the decision was made to incur the costs.”

First, the draft report bases its conclusion solely on the observation that when HCAP purchased
the items for the STEM program in August and September 2010, HCAP did not have “a timeline
for when the STEM programs would be in operation or services would be provided to students.”
(OIG p.i1 & 5.) While HCAP disputes this assertion as well, HCAP maintains that the draft
report, while citing 2 CFR part 230, Appendix A, section A.3., did not adequately conduct the
appropriate analysis, required in the regulation itself, to determine “the reasonableness of a given
cost[.]” 2 CFR part 230, Appendix A, section A.3. states:

A cost is reasonable if, in its nature or amount, it does not exceed that which would be
incurred by a prudent person under the circumstances prevailing at the time the decision
was made to incur the costs. In determining the reasonableness of a given cost,
consideration shall be given to:

a. Whether the cost is of a tvpe generally recognized as ordinary and necessary for the
operation of the organization or the performance of the award.

b. The restraints or requirements imposed by such factors, as . . . Federal and State
laws and regulations, and terms and conditions of the award.
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¢. Whether the individuals concerned acted with prudence in the circumstances,
considering their responsibilities to the organization, its members, employees, and
clients, the public at large, and the Federal Government.

(Emphasis added).
A.
i

In the Federal Requirements section of the draft report, the OIG references both the American
Recovery and Reinvestment Act and the Community Services Block Grant Act. Specifically, the
draft report mentions that, among other things, one of the purposes of the Recovery Act was to
“assist those most impacted by the recession.” The draft report further adds that:

[T]he Recovery Act provided additional CSBG funds to States for carrying out activities
under sections 674 through 679 of the CSBG Act. Section 672 of the CSBG Act states
that the purposes and goals of the CSBG program are fo redice poverty, revitalize low-
income communities, and empower low-income families and individuals in rural and

urban areas to become fully self-sufficient.”

OIG draft report, p. 4. (Emphasis added).

The draft report did not include the following reference to Section 676(b)(1)(B) of the CSBG Act
which authorizes CSBG funding support:

(B) to address the needs of youth in low-income communities through youth
development programs that support the primary role of the family, give priority
to the prevention of youth problems and crime, and promote increased
community coordination and collaboration in meeting the needs of youth, and
support development and expansion of innovative community-based youth
development programs that have demonstrated success in preventing or
reducing youth crime, such as--

(ii) after school child care programs/.]
ii.

From the above program description of the Ha Initiative: Creative STEM After School Progra.m,2
there is little doubt that the program falls squarely within the CSBG’s stated purposes and goals

? Notwithstanding the detailed descriptions HCAP provided to OIG auditors about the Ha Initiative during the latter’s two-week field audit at
HCAP, including information about the program’s underlying philosophy, program design, and projected outcomes, the extent of the draft
report’s description of the program was a cursery mention of “five afterschool programs that HCAP planned to open targeting at-risk elementary
and middle school students.” QIG draft report, p.2.
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“to reduce poverty, revitalize low-income communities, and empower low-income families and
individuals in rural and urban areas to become fully self-sufficient.” The driving force behind
HCAP’s decision to develop the Ha Initiative is the agency’s long and deeply held philosophy
that the most effective and powerful long-term strategies to break the cycles of inter-generational
poverty and to set future generations on the path to self-sufficiency involve an increase in the
quality and quantity of educational opportunities for you‘[h.3

Furthermore, the CSBG Act itself specifically calls for programs to “address the needs of youth
in low income communities™ through “innovative, community-based programs”™ such as the Ha
Initiative. In fact, after school programs like the Ha Initiative are mentioned by named as the
types of youth programs that the CSBG Act envisions and supports. It is noteworthy also to
point out that in an Administration for Children & Families (ACF) document entitled CSBG
ARRA Questions, v.2 5/21/2009, ACF lists for States and eligible entities to consider in
developing their CSBG-ARR A plans, the types of activities that had been supported at the
community level in prior CSBG programs. Included in that list were “[p]rograms to enhance
academic achievement of students in grades K-12, while combatting drug or alcohol use and
preventing violence[.]”

From the foregoing, HCAP maintains that the Ha Initiative not only is designed and suited to
fulfill the Section 672 goals and purposes of the CSBG Act, but it is also very type of program
activity specifically contemplated and called for by Section 676 of the CSBG Act itself. Given
this fact, the analysis remains whether the costs of the equipment purchases in question “[are] of
atype generally recognized as ordinary and necessary for the operation of the organization or the
performance of the award.” HCAP believes that they are.

The STEM focus of the program necessitated the various types of computers, software, multi-
media gear, smart boards, and other equipment that were procured. HCAP’s intention all along
was to bring a state-of-the-art program in state-of-the-art facilities to the low-income
communities and populations that are used to being last in line or even forgotten when it comes
to distribution of community resources. In this respect, HCAP acted on its belief and firm
conviction that that disadvantaged local youth, living in public housing or in depressed
neighborhoods, should have the same access to the types of resources and opportunities that are
readily available to their more fortunate counterparts at prestigious local private schools such as
Punahou, Iolani, and St. Andrews Priory. In sum, then, the equipment and furniture purchased
for the Ha Initiative are of the quantity, type, and quality that generally would be ordinary and
necessary to successfully operate the program and perform the necessary services at the various
planned sites.

The draft report does not even attempt to conduct this stage of the Section A.3. analysis; instead,
it basis its conclusion that the purchases were not “prudent or reasonable™ on the observation

* HCAP’s commitment to this philosophy is exemplified in its operation, for the past 46 years, of the largest Head Start program in the state. For
the past 11 years, it has operated an Out-of-School Youth program for at-risk youth, ages 14-21, that provides them a Competency-Based High
School diploma program, as well as Work Experience, Work Readiness Training, and Youth Development Training. And, until recently when
federal funding was zeroed out by Congress in 2011, HCAP was the sole Hawaii provider of the federal Mentoring Children of Prisoners program
for youth with incarcerated parents.
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that, in August and September 2010, there was not a “timeline for when the STEM programs
would be in operation or services would be provided to students[,]” a contention with which
HCAP disagrees and will address below.

ii.

The draft report’s above statement, unfortunately and incorrectly, conveys the notion that the
equipment and furniture purchases occurred in a vacuum, with little or no careful planning
and/or actual effort on the agency’s part. In fact, HCAP maintains that its efforts to establish and
open the program have been consistent, sustained, and substantial.

In fact, the State agency itself was involved in the genesis of the program. In Fall 2009, the State
agency approached HCAP to consider a CSBG-ARRA sub-grant to a small non-profit agency
then operating an after school computer center in the low-income Leahi district of Oahu. After
conducting its due diligence, HCAP determined that the agency was not set up nor adequately
staffed to administer federally funded sub-grants.* Through this experience, however, HCAP
began seriously to consider how it might expand, refine, and otherwise improve the concept of a
technology-centered after school program for low-income youth, and the Ha Initiative was born.

In January 2010, in response to community leads, HCAP approached St. Elizabeth’s Episcopal
Church in the Kalihi-Palama neighborhood in downtown Honolulu to explore the possible use of
the latter’s community center as an initial site. The space available was approximately 1100
square feet, but its condition was such that extensive repair and renovation work would be
required. HCAP made numerous site visits over the next few months to assess the type and
amount of work that would be required. HCAP also began initial discussions and negotiations
with church officials concerning possible lease terms.

In early February 2010, HCAP began regular internal STEM after school program planning
meetings to flesh out the design concept, develop preliminary budget requirements, discuss
possible curricula, estimate build-out costs, and come up with initial IT requirements. On
February 24, 2010, HCAP formally presented its intention and desire to include a STEM after
school program in its revised CSBG-ARRA plan to State agency officials. State agency officials
present at the February 24 meeting held at HCAP included then Executive Director,-

-; Senior Planner,

administration responsibilities; an

who by then was tasked with CSBG program

, the State agency’s chief fiscal officer. The
State agency gave its preliminary approval of HCAP’s revised CSBG-ARRA plan, which
included the STEM after school program.

In March 2010, after the February meeting with State agency officials, the Program Planning and
Evaluation Committee of HCAP’s Board of Directors recommended to the full Board that
program be approved by the full Board. Two weeks later, the Board formally adopted the
program. In April and May, HCAP continued planning with respect to equipment and

* HCAP’s due diligence was borne out when the non-profit shortly thereafter lost key staff, ceased operations, and closed the
after school computer program permanently.
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infrastructure needs and finalized a budget for the planned build out of the space. HCAP also
conducted outreach and education about the program with the Mayor Wright Homes Tenant
Association, the public housing project next to the St. Elizabeth’s site. In June 2010, HCAP’s
Human Resources department initiated formal position descriptions for program staff, and the
Planning department began initial work on curriculum development. Also during this time,
HCAP met with and recruited potential community partners, including local musician/producer

Hawaii Community College’s Mele (Music) Program, Future Flight
Hawaii, HawaiianTelCom, and Avatar Reality, a virtual reality gaming .

In July 2010, HCAP concluded lease negotiations with St. Elizabeth’s Episcopal Church and
entered into a lease agreement that allowed HCAP exclusive use of the 1100 square foot space in
the community center for the after school program at no cost to the agency. On July 20, 2010,
HCAP issued a formal Request for Proposals for repair and renovation of both the St. Elizabeth’s
community center and HCAP’s Central District Service Center, another planned site for the Ha
Initiative. On July 29, 2010, one day before the bid submittal date, the State agency informed
HCAP that CSBG-ARRA funds could not be utilized for any facility repair and maintenance
costs, despite the State agency’s prior knowledge of HCAP’s plans and prior approval, through
HCAP’s CSBG-ARRA budget, to allow such expenditures. Although the State agency’s last
minute reversal obviously hampered and delayed its efforts to operationalize the program, HCAP
continued to move the project forward. It proceeded with the planned purchases of necessary
equipment and furniture in August and September, and seriously examined and explored options
regarding financing for the repair and renovation of at least the first program site at St.
Elizabeth’s.

On September 23, 2010, in a concrete demonstration of the agency’s strong and unwavering
commitment to the program, HCAP’s Board of Directors authorized the expenditure of up to
$95.000.00 in unrestricted agency funds to repair, renovate, and prepare the St. Elizabeth’s
facility for the program.® HCAP immediately began preparation work for the site on or about
October 2010. At roughly the same time, in early October 2010, HCAP started construction of
its new 10,600 sq. ft. district service center in Leeward Oahu, funded by CDBG funds and a
commitment from the Harry and Jeanette Weinberg Foundation. The new Leeward facility is the
planned location of yet another Ha Initiative program site. To prove HCAP’s commitment yet
again, the agency altered the original architectural building plans for the new facility, which had
been finalized years before, in order to accommodate the Ha program. In February 2011, the

® Concurrent to all the activity occurring in 2010 with respect to preparations for the Ha Initiative, HCAP was operating the bulk of its CSBG-
ARRA programming, which revolved around the concept of providing immediate emergency services and resources to those affected negatively
by the economic recession. It accomplished this by activating and utilizing a network of experienced community partners to join in delivering
these services and resources to the larger community. Some of the components included emergency rental and housing assistance, emergency
food assistance, emergeney utility bill assistance, employment-related transportation assistance, and employment training (including functional
literacy) and placement assistance. HCAP administered and oversaw subcontracts with partner agencies including the Hawaii Food Bank, the
Institute of Human Services, Goodwill Industries of Hawaii, Catholic Charities Hawaii, Hawaii Literacy, Hawaii Institute of Technology, Hawaii
Helping the Hungry Have Hope, River of Life Mission, and the Pacific Gateway Center (formerly The Immigrant Center). These programs and
services accounted for much of the $1,877,269 in HCAP CSBG-ARRA expenditures that the OIG determined as “allowable” in the draft report.
Moreover, HCAP also was the recipient and operating agency of approximately $7,000,000.00 in additional ARR A funding for its Head Start,
Weatherization, and Senior Community Service Employment Programs. Needless to say, during this time period, the agency was extremely busy
and occupied with providing these much needed resources and services to Oahu’s needy populations.
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renovation of the St. Elizabeth site was completed, after which HCAP began in earnest its
recruitment and hiring process for a Ha Initiative Program Manager.

In May 2011, HCAP hired Ms_ as the Ha Initiative’s first Program Manager.
Ms. - was graduated from the University of California — Los Angeles with a degree in
Psychology. She also received her Master in Education, with a specialty in prevention
programming, from Harvard University. From May through August 2011, Ms. - finalized
the program design, conducted extensive research on evidence-based STEM curricula, and
documented program policies and procedures. She set up procedures to ensure child safety,
including volunteer finger printing and background security checks. Along with HCAP’s IT
Manager, Ms. oversaw the set up and networking of the computers, smart board, and
other equipment at the site. She and other staff also furnished, decorated, and otherwise prepared
the physical environment for the program opening. She began outreach and recruitment for
program volunteers, interviewed and hired the program teacher, and registered two (2) program
teams to compete in the Jr. FIRST LEGO League and FIRST LEGO League robotics
competitions, respectively. And, in September 2011, HCAP proudly opened its doors to the first
Ha Initiative program site.

Thus, contrary to the draft report’s insinuation that the purchases in question were made in a
vacuum with no “timeline” for the program to be in operation or for students to receive services,
in actuality there was substantial and sustained planning and activity towards opening the
program at all phases of the process, including significant demonstrations of agency commitment
such as the expenditure of close to one hundred thousand dollars of agency unrestricted funds
towards preparation of the first program site.

B.

The draft report is limited in its analysis of the second prong of the test set forth in 2 CFR part
230, Section A.3. to determine the reasonableness of a cost. ¢ The second prong of this test
requires consideration of “[t]he restraints or requirements imposed by such factors, as . . .
Federal and State laws and regulations, and terms and conditions of the award.” The draft
report’s primary problem with HCAP’s purchases is not that the items were not reasonably
necessary for the program’s operation. It does not argue or dispute that such equipment and
furnishings are not related or superfluous to a STEM after school program. Instead, the draft
report’s primary objection to the purchases is that the after school program was not able to be
operational during the CSBG-ARRA program period that ended September 30, 2010. As the
draft report states, “/g/iven the grant period, it seemed unlikely that these purchases would be
used to benefit the programs.” Furthermore, in its second reason as to why the costs were
unallowable, the draft report maintains that the costs for the items “were not allocable to the

® It can be argued that the draft report misapplies 2 CFR part 230, Section 3.A., in that it refers on more than one occasion to the “purchase™ of
the items as not “prudent or reasonable.” OIG draft report. pp. ii. 4. & 5. In fact, this section of the CFR refers to determining if a “cost,” nota
“purchase,” is reasonable; under this section, a cost is reasonable “if, in its nature or amount, it does not exceed that which would be incurred by
a prudent person under the circumstances prevailing at the time the decision was made to incur the costs.” The draft report’s conclusion that the
purchase of the items “was not prudent or reasonable given the circumstances prevailing at the time the decision was made to incur the costs[,]”
does not comport to the actual language and analysis of the regulation it purports to be applying in this situation.
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award because the items provided no benefit to programs funded under the Recovery Act
award.” (Emphasis added.)

HCAP maintains that the second prong of this analysis should focus on the relationship,
understanding, and communication between HCAP and the State agency with respect to the Ha
Initiative, in general, and the purchase of the items, in particular. Given that the CSBG is a block
grant from the federal government to the states, the respective CSBG state agencies are directly
responsible for administering and communicating with the program’s eligible entities, the
community action agencies. As elsewhere in the country, HCAP as a community action agency
is a direct grantee of the State; it does not have direct lines of authority or communication with
the federal government. The State agency, through its State Plan, determines the scope and
program parameters of the CSBG program within the State, subject of course to federal
requirements and guidelines.

In Hawaii, the period leading up to and throughout the entire CSBG-ARR A program period was
marked by general uncertainty and confusion about program parameters and requirements, and
inconsistency in available program guidance and direction -- at all levels of the process. For
example, although CSBG-ARRA funding was appropriated in approximately April 2009, as late
as September 2009, community action agencies nationwide were expressing concern that CSBG-
ARRA State Plans had either not been submitted by the their states or had not been reviewed and
approved by the federal government.” Hawaii shared this situation, not having its CSBG-ARRA
State Plan approved by the federal government until Fall 2009. It was not until October 19,
2009, that the State agency executed its first CSBG-ARRA contract with HCAP.®

Compounding the delayed start of the program was the loss of key State agency staff with CSBG
and other federal program experience. First, in November 2009, due to budget cuts, the State
agency released a program supervisor with seventeen years’ experience in both programmatic
and fiscal matters; this employee had also served as the State agency’s chief fiscal officer for five
(5) years and possessed considerable expertise and knowledge about CSBG fiscal policies and
procedures. In December 2009, the State agency’s CSBG Program Administrator, who had
prepared the CSBG-ARRA State Plan and had been responsible for the program since the
beginning, also left the State agency. Her duties were assumed by Mr. _ a long-
time State agency employee who, despite his years of government service, had no direct
experience with CSBG program administration. Three months later, in March 2010, the State
agency’s Executive Director left his position as well. Mr. - was subsequently named the
State agency’s Acting Executive Director but retained primary responsibilities for the CSBG and
CSBG-ARRA programs. Finally, in June 2010, the State agency hired a permanent replacement
for the CSBG Program Administrator position; unfortunately, this individual also lacked any
experience or working knowledge of either the CSBG or ARRA programs.

? This was the sentiment expressed by community action agency representatives present at the Annual Convention of the Community Action
Partnership in Philadelphia, Pennsylvania, held in early September 2009.

8 Thus, from a contemplated seventeen month long program period, the time of the initial contract to the end of the program year was reduced to
eleven months simply due to delays at the federal and state levels. The actual programming period was later shortened to roughly seven months
as HCAP, with the concurrence of the State agency, amended its CSBG-ARRA plan to account for changed circumstances from the peried of the
original program design. See fn. 10, infra.
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For most of the period in question, the State agency was operating with a staff shortage, with
those remaining being relatively inexperienced and overburdened with the dramatically increased
workload associated with ARRA funding.” The State agency obviously was challenged in
attempting to keep abreast of new policies, procedures, and directives that seemed to be both
issued and changed almost continually. Needless to say, throughout this period, the State agency
was limited in its ability to provide clear and consistent guidance, direction, and sometimes even
basic information, about ARRA requirements, to HCAP and the other Hawaii community action
agencies. Nevertheless, HCAP believes that all parties, including the State agency, performed as
best as they could under the circumstances they faced at the time.

In addition to being partly responsible for the inception of the Ha Initiative, the State agency
worked and communicated closely with HCAP throughout the program planning and
implementation phases. As previously described, the State agency approved the STEM after
school program as part of HCAP’s overall CSBG-ARRA plan at the February 24 meeting held
at HCAP.'® The State agency’s acceptance was memorialized in the March 31, 2010
Supplemental Agreement No. 1 between the State agency and HCAP that included a budget line
item of $525,000.00 for “Science Technology Engineering & Math Program (Multiple Sites).”
Per representations from State agency officials at the time, the State agency received prior
approval from the Department of Health and Human Services, Office of Community Services,
for HCAP’s proposed revised CSBG-ARRA program plan before execution of Supplemental
Agreement No. 1.

The draft report is critical of the State agency’s oversight with respect to HCAP’s purchases of
the STEM items, stating that the “State agency did not verify that HCAP needed the items at the
time of the purchase.” The fact is that the State agency knew exactly the status of the program at
every step of the process. First, the draft report admits that the State agency “approved HCAP’s
purchase of equipment, furniture, and supplies after HCAP provided a written justification of
how the items would be used in its five STEM programs.” HCAP provided this written
Justification dated September 29, 2010 at the State agency’s specific request. The State agency
made this request after directing HCAP to list its contemplated expenditures for the STEM
program in the Equipment cost category for an amended budget in a Second Supplemental
Agreement. Furthermore, in this memorandum, which was provided to the OIG, HCAP
reminded the State agency’s Acting Executive Director, “As you are well aware, HCAP has
continually kept OCS informed of our Creative STEM program, including our plans to purchase
the necessary equipment for five (3) separate STEM sites, to be located geographically across
Oahu.”

2 During 2010, the State Office of Community Services also was the lead State agency for U.S. Department of Energy stimulus funding for the
Weatherization Assistance Program. It was also a partner agency for stimulus funding for the Energy Efficiency and Conservation Block Grant.
Severely understaffed during this period, State agency staff understandably appeared overwhelmed by these complicated new programs and often
criticized, perhaps unfairly, for their administration of the ARRA programs during this time period. In retrospect, the State agency’s oversight
responsibilities for ARRA programming was not only significant in magnitude, but made much more difficult by uncertainty and delay at the
federal level as well.

'® Because of the delay in the approval of the Hawaii CSBG-ARRA State Plan, conditions had changed significantly since the State Plan draft

(that included HCAP’s original plan) had been put together. HCAP’s new Executive Management Team, who were not involved in developing
the original plan, felt it necessary to update and revise its CSBG-ARRA plan and present it to the State agency for approval, which it did at the

February 242010 meeting.
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Moreover, the State agency was aware of the delayed status of the program given that it played a
part in the delay through its last minute reversal in late July 2010 of its approval to renovate and
repair the St. Elizabeth’s site with CSBG-ARRA funding. And finally, not only did the State
agency approve the purchases, implying that HCAP appropriately communicated with them
beforehand, the State agency intervened and assisted HCAP with the purchase process. The
Acting Executive Director participated in a conference call with a prospective vendor to provide
assurance that funding indeed was available to HCAP through a contractual agreement with the
State agency. Thus, from the foregoing, the draft report’s implication that the State agency was
not monitoring the situation and failed to “verify that HCAP needed the items at the time of the
purchase” is simply incorrect. HCAP contends that the State agency knew the situation in detail,
yet proceeded with approving the purchases and even assisting the process, because the State
agency believed in the program and took the long view with respect to the benefits of having the
program available to the community.

Finally, the draft report indicates that State agency officials told OIG auditors that “based on
HCAP’s delay in implementing its programs, they should have denied HCAP’s request to
purchase the items.” It is important to note that the State agency officials interviewed as part of
the OIG audit were not involved directly or at all in the CSBG-ARRA program. The State
agency’s current Executive Director was not appointed to the office until January 2011. The
current CSBG Program Administrator was employed at the State agency during the CSBG-
ARRA programming period, but he was not directly involved with the CSBG-ARRA program.
He only assumed the CSBG Program Administrator position sometime in late Spring or early
Summer 2011.

To HCAP’s knowledge, OIG auditors did not interview any former State agency personnel who
were directly involved with the program at the time. Such individuals may have provided more
direct, relevant, and accurate first-hand knowledge and insight of the circumstances involving the
State’s and HCAP’s CSBG-ARRA programs, the State agency’s role in the development of the
Ha Initiative, and the thinking, rationale, and other factors that factored into their support of the
program and their decision to approve the item purchases at hand.

C.

HCAP disagrees strongly with the draft report’s finding that “HCAP officials did not act with
prudence when purchasing the items, considering their responsibilities to their clients, the public
at large, and the Federal Government.”

First and foremost, HCAP takes its responsibility to its clients seriously and takes umbrage with
the draft report’s insinuation that it was not acting in their best interests. Our agency’s mission is
P.O.L: Providing Opportunities and Inspiration to enable low-income individuals or families to
achieve self-reliance. HCAP prides itself on being mission-driven and client-focused. We at
HCAP firmly believe that the Ha Initiative is the type of program that the CSBG Act envision
and supports to fulfill its goals of reducing poverty, revitalizing low-income communities, and
empowering low-income families and individuals to become fully self-sufficient. HCAP’s
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mtention from the program’s inception to this day has been to provide Oahu’s low-income
communities on Oahu with state-of-the-art STEM after school programs. Through this
programming, we seek to foster an interest and enthusiasm for these fields, improve academic
performance and self-worth among participants, and in the end, positively change the trajectory
of young people’s lives. HCAP makes no apologies for its vision, desire, and work to bring
these opportunities to our needy communities.

We also take exception to the contention that HCAP acted imprudently in purchasing the
equipment, especially given the fact that HCAP sought and received the approval of the item
purchases from the State agency in charge of the CSBG and CSBG-ARRA programs. The
record shows that HCAP acted transparently and responsibly. not only with respect to the
purchases in question, but overall in bringing the program to fruition despite obstacles and
challenges. HCAP kept the State agency apprised of the status of the program, from the initial
briefing in February 2010, to the equipment/furniture/supplies purchase in August/September
2010, to the actual program opening in September 2011. Although admittedly we would have
wanted to start the program earlier than we did, at the same time we were careful to take the
requisite time to ensure that the program with which we end up is the best we could offer. The
narrative in this response shows careful planning and measured action on HCAP’s part involving
preparing facilities, developing curriculum, hiring staff, drafting policies and procedures,
conducting community outreach, and recruiting partners, to name a few.

HCAP also disagrees that it was not responsible to the Federal government in this instance. As
mentioned previously, we believe the Ha Initiative is in line with the federal CSBG's directive to
address the causes and conditions of poverty at the local level. Furthermore, there is no
indication in the draft report that HCAP spent funds for improper purposes or that purchased
items are being irresponsibly utilized. In fact, the equipment, furniture, and supplies deployed to
the St. Elizabeth’s site at Kalihi-Palama site are now being actively utilized by program
participants.'’ The remaining items awaiting deployment are stored in secure locked rooms in
HCAP’s administrative offices, with access limited to four specified staff. HCAP’s practice calls
for the equipment and furniture to be tagged when they are ultimately deployed to the program
sites.

In the end, as the saying goes, “the proof is in the pudding.” The program has been operational
since September 2011 at the first program site. It is attracting more participants, community
volunteers, and prospective community partners. As shown in the last section below, the Ha
Initiative is showing great promise, and HCAP remains committed to ensuring the growth and
success of the program.

™ These are the items the draft report states “were installed and remain unused in a locked community center[.]* The draft report did not take the
time to describe in detail this “community center” that the OIG auditors inspected during their fieldwork. If it did, it might have described a fully
refurbished, fumnished, equipped, decorated, carpeted, and secured facility ready to welcome its first youth participants. As it was, the draft report
essentially mischaracterizes the community center simply as a storage facility.
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IL.
Current Program Status and Moving Forward

Since opening in 2011, the Ha Initiative: Creative STEM After School Program has grown to
include 62 registered participants at its Kalihi-Palama site. The program is staffed by a full-time
program manager, part-time teacher and 18 adult mentor and/or junior leader volunteers who
help the children improve their academic skills, increase self-confidence and seek solutions to
community challenges. In April 2012, 31 active participants attended the Kalihi program. An
additional 38 children and 5 volunteers have registered for the second program site in Waianae.

The Ha Initiative is open every weekday from 2:30 to 5:30 pm, and Wednesdays from 1:30 to
5:30 pm (to accommodate the early release schedule from school). The teacher plans each day’s
lessons and activities, and the participants rotate through the following “blocks,” with flexibility
for special projects, guest speakers, and field trips:

e Snack: The program provides a healthy, nutritious snack.

o Homework Block: The children do homework, complete math worksheets or read with
the help of adult and high school volunteers. They are encouraged to ask for help and to
help their peers with their assignments (reinforcing their knowledge of the subjects).

¢ Independent Activity: Participants choose from educational computer games, visual
and digital arts, music and recording studio, video production, reading, or spending time
with volunteers and peers. This block offers the kids a level of freedom and encourages
self-efficacy and exploration of individual interests.

¢ Lab block: With instruction by the teacher, participants engage in fun, hands-on projects
tailored to each age group. The lab block uses the following curricula, which are
research-based, field-tested, and used by after school programs and school districts
throughout the United States:

o Full Option Science System (FOSS):. Science program for K-8 developed by the
Lawrence Hall of Science, University of California at Berkeley, with the support
of the National Science Foundation.

o AfterSchool KidzScience: A series of kits designed for Grades 3-5, from The
Lawrence Hall of Science in collaboration with Developmental Studies Center.

o Afterschool Explorations in Science (AXIS): A science discovery program for
Grades 4-8, developed by the Intercultural Center for Research in Education with
a grant from the National Science Foundation.

Beyond helping them develop their math and science skills, the program encourages participants
to think critically about issues affecting their families and communities. The teacher integrates
the host culture of Hawaii and the Pacific Islands into topics such as local plants and sea life,
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food sustainability, and alternative energy solutions. The kids also participate in the FIRST
LEGO League robotics tournaments, where they research a community issue, create a
presentation, and design a robot to navigate a series of missions. In 2011, they developed a
Smartphone App to identify and prevent the spread of radiated food in the aftermath of the Japan
earthquake.

The Independent Activity Block gives the kids an opportunity for self-expression and exploring
their individual interests. Each participant chooses a project using the program’s computer and
recording equipment and software. One group of kids created original video games using Google
Sketch-Up, Adobe Photoshop, Milkshape 3D and Unreal Ed. Others used Garage Band and
audio recording equipment to create original music, learning the basics of production and the
science of sound. Another group created their own short film using video recording equipment
and iMovie software. Digital learning also enhances the participants’ ability to connect with
others outside of their community. When the program opens its second site in Waianae, an
estimated 100 participants will connect via SmartBoard and videoconferencing technology. By
linking kids from various backgrounds into one virtual learming community, the program will
facilitate an exchange of ideas as they share their vision for their respective communities.

HCAP has built on its 46 years of community advocacy and partnership development to support
and promote the Ha Initiative. Active partners include Farrington High School, Mayor Wright
Homes, St. Elizabeth’s Episcopal Church, Kalihi Interagency Community, EAH Housing,
Kalakaua Middle School, Bank of Hawaii, Keawe Adventures, and Hawaii Pacific University.
The Ha Initiative is also part of the HUD-funded Na Hokulele Project, which seeks to introduce
digital storytelling to program participants and other area youth, as well.

Looking ahead, the Kalihi-Palama site has several events planned for the summer, in addition to
its regular program activities. The children will visit the Bishop Museum and the Ho oulu Aina
Nature Preserve, volunteers will be honoered at a Volunteer Appreciation Lunch, and the
program will host its second Open House for parents and community members.

Also this summer, the program will open its second site in Waianae. The Ha Initiative program
manager and CSBG staff have been actively recruiting youth and volunteers and currently have
38 participants and 5 volunteers registered for the program. On May 31, 2012, interviews will be
held with the three final candidates for the Waianae teacher position. Computer and recording
studio equipment is installed and networked, and additional furnishings have been ordered and
will be installed. HCAP anticipates that the physical space will be set-up and ready for use in
June 2012, in time for summer vacation programming,.

HCAP is targeting to open a third site in late 2012 at its Central District Service Center, which is
adjacent to the Puuwai Momi public housing complex. The sole delaying factor in opening the
Ha site at that location is that the State building’s roof leaks and therefore requires significant
repair and maintenance before HCAP can responsibly begin after school services there. HCAP
is actively exploring potential partnerships with the local Roofer’s Union and the U.S. Army
Corps of Engineers to assess and fix the roof. It is noted that the repair work to this roof was
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originally reviewed and approved to be conducted by the State agency, but was a part of the last
minute decision reversal mentioned earlier. HCAP is also still actively scouting potential
locations in the Leahi and Windward districts of Oahu, with a viable potential lead to use City
and County of Honolulu Community Recreation Centers in both communities.

Respectfully Submitted,

HONOLULU COMMUNITY ACTION
PROGRAM, INC.

A Hawaii Non-Profit Corporation
/Robert N.E. Piper/

Robert N.E. Piper, Esq., MBA
Executive Director
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APPENDIX D: STATE AGENCY COMMENTS

DWIGHT TAKAMINE

NEIL ABERCROMBIE
DIRECTOR

GOVERNOR

AUDREY HIDANO
DEPUTY PIRECTOR

MILA KA‘AHANUI
EXECUTIVE DIRECTOR

STATE OF HAWAII
DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS
OFFICE OF COMMUNITY SERVICES
830 PUNCHBOWL STREET, ROOM 420
HONOLULU, HAWAN 06813

www. hawail.gov/iabar
Phone: (808) 586-8675/ Fax: (B08) 586-8685
Email: dlir.ocs@hawaii.gov

November 20, 2012

Ms. Lori A. Ahlstrand

Regional Inspector General for Audit Services
Office of Audit Services, Region IX

90-7" Street, Suite 3-650

San Francisco, CA 94103

Re:  OIG Report No. A-109-11-01007, Community Services Block Grant
American Recovery and Reinvestment Act of 2009

Dear Ms. Ahlstrand:

Please find enclosed the response of the Hawaii State Department of Labor and
Industrial Relations, Office of Community Services (DLIR-OCS), to your audit team’s
draft report dated October 22, 2012, entitled “Hawaii Claimed Unallowable Community
Services Block Grant Costs for Honolulu Community Action Program, Inc.’s
Expenditures Under the Recovery Act.”

Thank you very much in advance for your anticipated consideration of our
response.

Sincerely,

/Ll/vﬁw LW’L‘/W-W ‘
MILA KAAHANUIL, MSW
Executive Director

Enclosures
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RESPONSE OF HAWAII OFFICE OF COMMUNITY SERVICES TO
OIG Draft Report No. A-109-11-01607, dated October 22, 2012,
“Hawaii Claimed Unallowable Community Services Block Grant Costs for Honolulu Community Action
Program, Inc.’s Expenditures Under the Recovery Act”

I  INTRODUCTION AND SUMMARY

The Hawaii Office of Community Services, which is administratively attached to the Hawaii Department
of Labor and Industrial Relations (DLIR-OCS), is the State Agency that has administered federal funds
granted to Hawaii, for Federal Fiscal Years 2009 and 2010, which is from October 1, 2008 to September
30, 2010, pursuant to the Community Services Block Grant portion of the American Recovery and
Reinvestment Act (CSBG-ARRA). The Office of the Inspector General (CIG) for the Department of
Health and Human Services (DHHS) has concluded, after an audit, that DLIR-OCS should reimburse to
the federal government the sum of $513,649 that had been sub-awarded by DLIR-OCS on September 29,
2010, to the Honolulu Community Action Agency (HCAP) for computers, multimedia equipment,
furniture and supplies for a “Creative Science Technology Engineering and Mathematics” (STEM)
interactive program for teenage youth in the City and County of Honolulu.

In its October 22, 2012 draft report letter to DLIR-OCS, OIG proposes to recommend to the federal Office
of Community Services in the Administration for Children and Families (ACF-OCS) of DHHS that DLIR-
OCS should be required to make reimbursement of the full $513,649 to the federal government. OIG sets
out essentially three reasons for this recommendation. As to each reason, which we paraphrase below,
DLIR-OCS provides a brief summary response, which we elaborate after the summary:

1. OIG Finding: The purchase was not prudent or reasonable given the circumstances prevailing
at the time the decision was made to incur the costs, because the purchases were made in
August and September 2010, only two months before the end of the grant period without HCAP
having a timeline for when the STEM programs would be in operation or services would be
provided to the students. Given the imminent expiration date of the grant period, it seemed
unlikeiy that these purchases would be used to benefit the programs under ARRA.

On page 10 of the draft report, OIG states: “the items were not needed at the time of purchase
and did not provide a benefit under the Recovery Act award.” Similatly, on pages 10 and 11,
OIG states, “CSBG services funded by the Recovery Act were to be provided on or before
September 30, 2010” and “even if a timeline had existed, the items purchased provided no
benefit to programs funded under the Recovery Act award” presumably because those
programs, per se, ceased as of September 30, 2010.

DLIR-OCS Response: OIG’s finding is based on a strict analysis of what should be allowable
with respect to equipment purchases under ARRA. OIG apparently has the very strict view that
the purchase of any equipment whose reasonable life-span would extend beyond September 30,
2010 would be disallowed in whole or in part. OIG’s apparently narrow interpretation limits
the scope and purpose of the ARRA in a manner contrary to ARRA’s intent.

2.  OIG Finding: The costs were not allocable to the award because the items provided no benefit
to programs funded under the ARRA award. As of July 7, 2011, almost ten months after the
expiration of the grant period, none of the STEM programs was yet operational and none of the
equipment was in use.

DLIR-OCS Response: While OIG’s finding is indeed narrowly true as of that date, two of
the anticipated five STEM program sites are now fully operational. It is apparent from OIG’s
second reason that OIG recognizes that operation of programs, using equipment and other
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goods purchased with ARRA funds, after the ARRA closure date of September 30, 2010 is an
entirely reasonable and proper use of ARRA funds. OIG consistently refers to “ARRA” as
the “Recovery Act”; however, such a reference ignores the reinvestment component of the
“American Recovery and Reinvestment Act.” Thus, by its very name, ARRA anticipates
that investments in equipment and other capital goods can be in use well beyond September
30, 2010.

OIG Finding: Although not identified as a specifically numbered item (3), OIG states that
DLIR-OCS did not have adequate monitoring procedures in place in late 20£0. Thus, OIG
further states in its October 22, 2012 letter at page 9, that DLIR-OCS “did not verify that
HCAP needed the items in place at the time of the purchase. State agency officials told us that,
based on HCAP’s delay in implementing its programs, they should have denied HCAP’s
request to purchase the items.”

DLIR-OCS Response: As DLIR-OCS will detail below:
a. DLIR-OCS had indeed set a high bar for HCAP’s justification for the purchase;

b. DLIR-OCS justifiably and reasonably relied on HCAP’s firm and clear written
representations that it had (1) already identified five sites, all except one (for which a use
agreement has been in place) of which are on HCAP property, as locations for STEM
program operations, (2) that HCAP’s Board of Directors had expressed enthusiastic
support for the program operations in the post-ARRA grant period, and (3) that HCAP
was ready to commit funds from already existing sources other than CSBG-ARRA for
the future to operate the STEM program into the future; and

¢. Two of HCAP’s five program sites are already fully operational; a third site would also be
operational but for an unrepaired roof at one of HCAP’s district centers. (For reasons
detailed below, DLIR-OCS does not know why HCAP now claims that it is searching for
two additional sites, despite having represented to DLIR-OCS in September 2010 that the
last two sites would be at specifically identified, existing HCAP facilities.)

Thus, it would be unfair and punitive to the communities invelved for DLIR-OCS and, through
us, HCAP to be required to reimburse the federal government for equipment that is, or should
soon be, in use for its intended purposes.

On the basis of the foregoing summary responses, which are detailed and documented below,
DLIR-OCS respectfully disagrees with OIG’s findings and proposed recommendations. DLIR-
OCS believes that the mitigating circumstances discussed in this letter must be considered.

DLIR-OCS Proposal: Because of those mitigating circumstances, including the
uncertainties and confusion that surrounded the administration of CSBG-ARRA programs
and funds, DLIR-OCS hereby proposes that HCAP should be given an additional period of
approximately seven months — to June 30, 2013, in which to make the remaining three of its
local STEM progras fully operational. Furthetmore, HCAP would be obliged to provide
credible assurances that it will continue to operate the STEM programs at cach of the sites for
a substantial period of time into the future. DLIR-OCS proposes that, considering each of the
five sites separately, if HCAP fully complies with these proposed requirements, OIG would
withdraw its recommendation and allow the entire sum of $513,649 to remain with the DLIR-
OCS and HCAP, if HCAP has all five sites online as of June 30, 2013, and makes adequate
assurances for future funding. If HCAP fails to put one or more of the remaining three local
STEM program sites on-line by that date, and/or if HCAP fails to provide adequate
assurances of continued funding for such sites, then we believe it is fair and reasonable to
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require reimbursement to the federal government of one-fifth of the total purchase costs —
approximately $102.729 — for each of the three program sites at which HCAP fails to start as
of June 30, 2013, and/or fails to provide adequate assurances of future funding,

II. TIMELINE AND ANALYSIS OF SIGNIFICANT EVENTS
DLIR-OCS asks that OIG review the timeline of events from our perspective, as follows:

The initial CSBG-ARRA contract for HCAP was executed and effective as of October 19, 2009. A copy
of the budget provisions of that initial contract is Exhibit A hereto. Supplemental contracts with approved
budget revisions were executed March 22, 2010, and then again September 29, 2010. Exhibits B and |
hereto are the budget provisions of those supplemental contracts, respectively.

DLIR-OCS believes HCAP’s assertion that “the State agency was delayed in executing its first CSBG
Recovery Act contract with HCAP,”' while true, is immaterial. The first contract was executed in
October 2009, nearly a full year before the equipment was purchased. This implementation window
posed no major barrier to any other CAA. Rather, HCAP is not recognizing its own role in the delay of
the equipment purchase.

Although the primary contract was executed in October 2009, the equipment purchases did not appear as
part of HCAP’s contract documentation until the second supplemental contract executed September 29,
2010. Prior to this last contract being executed, DLIR-OCS had disallowed a previous budgetary item listed
as “Repair & Maintenance” (“R&M”), of which some proposed items were unallowable construction costs.
This initial ruling by DLIR-OCS to disallow construction costs was not acceptable to HCAP, although the
federal guidance was clear on this issue. Even though DLIR-OCS had disallowed HCAP’s proposal for
R&M, and even though DLIR-OCS considered the matter to be clear-cut, DLIR-QCS supported HCAP’s
wishes to receive a direct ruling from ACF-OCS on the allowability of the construction costs. Accordingly,
the issue was submitted to ACF-OCS and it was not resolved until August 3, 2010.

On August 3, 2010, an important meeting was held between DLIR-OCS, represented by
the Acting Executive Director, and several officers of HCAP, including | IIEEEER. who was and
remains HCAP’s Executive Director. This meeting was to discuss the questioned costs in CSBG-ARRA:
Mr. I reiterated the belief of DLIR-OCS that the federal government would not allow
expenditures of funds for certain repairs, such as the roofing repairs for HCAP’s central district office in
Aiea, because they were capital costs. HCAP reiterated its disagreement. The participants in the meeting
then made a telephone conference call during this meeting to the ACF-OCS Program Specialist in Region
IX to discuss this issue of allowability. The Program Specialist confirmed the opinion of DLIR-OCS that
the roofing repairs were not allowable expenditures under CSBG-ARRA.

On September 10, 2010, the DLIR-OCS Acting Executive Director, Mr.| I . vote a letter to
the HCAP Executive Director, Mr. Il memorializing the August 3 meeting. A copy of that letter is
attached as Exhibit D. In referring to the telephone call placed during that meeting, M. NG
that the ACF-OCS Region TX Program Specialist “specifically told us that these costs are ynallowable.”
Mr N also stated that there was insufficient time to get a waiver, given that the deadline for
encumbering expenditures under CSBG-ARRA was coming up on September 30, 2010.

In the September 10, 2010 letter, MMM further recounted that, “in [1] the original approved State
of Hawaii CSBG ARRA State Plan for Federal Fiscal Years 2009-2010, [in 2] HCAP CSBG ARRA
Program Plan Revised May 19, 2609, and [3] latest HCAP CSBG ARRA Amended Plan Table received

b See OIG’s draft report dated October 22, 2012, at page 11, and Appendix C thereto, HCAP’s undated response
of early 2012, at pages 10-11.

Office of Inspector General Note: Personally identifiable information has been redacted
from the State agency’s comments and exhibits.
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from HCAP a few days before [April 16, 2010] and submitted to Dr. [INIIIIEI [of ACF-OCS] ina
letter dated April 16, 2010, there is no mention of R&M or CIPs. . . . There was also no mention in the
Amended Plan Tables of the STEM Program for Youth.” The HCAP letter of April 16, 2010, to
Dr._ of ACF-OCS, and its attached justification tables, are collectively attached as Exhibit C

hereto.

Mr. I 2150 stated in the September 10, 2010 letter that, “In the meeting on March 24, 2010 at
HCAP which I attended, [t]hete was also no mention of R&M, nor CIPs as part of the STEM project. If
there had been mention of R&M and/or CIPs, this would have raised a red flag at DLIR-OCS and DHHS-
ACEF at time of plan review. No red flags were raised.”

Mr. IIIIE further stated in that letter of September 10, 2010, “DLIR-OCS concurs that it has been a
challenge to implement CSBG-ARRA with its stricter enforcement of rules and one-year time frame. In
all fairness, DLIR-OCS back in November 2009 at time of contract negotiation should have required a
detailed explanation of the R&M budget line item to ensure that it would comply with the stricter
interpretation of the rules by the federal government. In the future, DLIR-OCS will work with the four
Community Action Agencies and DHHS-ACF to prevent or at least minimize this obstacle from
happening again.”

Delay in implementation was not entirely caused, as HCAP’s statement above suggests, by delay in
contract execution, but by HCAP’s original attempt to use CSBG-ARRA funds for construction purposes,
which was clearly unallowable. HCAP’s persistence in insisting on an incorrect interpretation of
allowable uses of funds under CSBG-ARRA thus consumed an entire year before it was resolved. This
delay was the primary reason that HCAP’s proposal for $513,649 was not submitted until just before the
deadline for encumbering CSBG-ARRA funds, September 30, 2010. Thus, as borne out by the budgets in
each supplemental contract, expenditures for the equipment were not officially included in any ARRA
implementation budget until September 29, 2010. The initial and supplemental budget attachments to
cach above-mentioned contract are attached as Exhibits A, B and E hereto, respectively.

In the early morning of September 29, 2010, I of D1IR-OCS sent an e-mail (Exhibit E
hereto) to I the program development officer of HCAP, stating, inter alia:

“As discussed on Monday, September 27th, you agreed to send me a justification for
expending $528,000 CSBG ARRA funds on various equipment. The justification was to
minimally include but not be limited to: 1) number of computers and other equipment to
be purchased, 2) sites where the computers and equipment will be situated, 3) ensure that
the computers will be used by CSBG clientele and that the program will be continuing,
and 4) how the computers/ equipment will be used to serve the intended clientele. We
also talked about that [sic] you may want to include a brief plan or curricula on how
HCAP plans to use the purchases.” {(Underscoring added.)

Later on that same morning of September 29, 2010, I of FICAP sent a reply e-mail to

Mr, I of D1IR-OCS (copy attached as Exhibit F). Tn the e-mail, HCAP referred to two

justification documents that it had prepared for the STEM program. The first is in memo form from
of HCAP toﬂ of DLIR-OCS. A copy is attached as Exhibit G. This two-

page document specifically identifies the five sites that HCAP planned to use for housing the STEM

program;

“As you are well aware, HCAP has continually kept OCS informed of our Creative
STEM program, including our plans to purchase the necessary equipment for five (5)
separate STEM sites, to be located geographically across Oahu, in conjunction with and
with oversight by HCAP’s five district centers. HCAP currently plans to operate
Creative STEM programs at: Kalihi-Palama [St. Elizabeth’s Episcopal Church social
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hall}; HCAP’s Central District Center at Makalapa Community Center [near Aloha
Stadium in Aiea]; HCAP’s Leeward District Center in Waianae; HCAP’s Windward
District Center in Kahaluu; and HCAP’s Leahi District Center in Palolo Valley. It is at
these sites that the STEM equipment and classroom furniture will be housed and utilized
in safe and secure facilities.”

With respect to timeline issues, this repott states, in its concluding paragraph, that HCAP intends to
iaunch the STEM program and use other sources of funding to keep it operational and growing:

“Finally, HCAP’s Board of Directors has approved and enthusiastically supports the HCAP
Creative STEM initiative and has indicated its support for the agency to sustain and grow
the program operations through existing funding avenues available through federal, state,
county, and private sources.”

That last paragraph was intended to, and did indeed, cause DLIR-OCS to expect that HCAP was going to
follow through with launching the STEM program at all five of the sites that it had specifically identified
and that it would use regular, non-ARRA CSBG funds, and ample other funding, to operate the STEM
program. It must be emphasized that, except for the St. Elizabeth’s site, for which HCAP has already
secured a use agreement, the four remaining sites are at HCAP District Centers, under HCAP’s ownetship
and control.

The second justification document is an undated three-page description, evidently created in June 2010, of
the program in more detail. A copy of that second justification document is attached as Exhibit H. It is
on HCAP letterhead and is entitled “Science, Technology, Engineering and Math (STEM) Initiative.” 1t
projects two staff for the project: a full-time Program Manager and a part-time Teacher, and it states that

it would use community members as volunteers, with young adults as Junior Leaders. Initially, it would
serve 30 students in a highly secured space. “In a safe, fun after-school environment, children will work
together on project-based, interactive learning activities and received individualized help with their
schoolwork. Staff and volunteers will provide support, instruction and mentoring, and create a safe,
structured environment.”

Further, there is no indication at all in HCAP’s justification documents (Exhibits F, G, and H) that there
would be any unreasonable delays in getting the STEM program operational at these five specifically
identified sites. Although DLIR-OCS was aware at the time of some problems with the condition of the
roof at Makalapa, there is no indication that HCAP could not use some of its other resources to get the
roof repaired.

On the basis of these firm representations by HCAP, DLIR-OCS consented to HCAP encumbering the
$513,649 for computers, multimedia equipment, furniture and supplies for the five designated after-
school STEM programs.” We must emphasize that the absence of a “timeline” among HCAP’s
documentation — a matter that OIG repeatedly relies on — simply was not a dispositive indication that the
STEM program was going to fail, or even be substantially delayed. DLIR-OCS was relying - reasonably
—on HCAP’s representations about obtaining operational funding from other sources, and on HCAP’s
very clear and specific identification of four HCAP-owned District Centers as four of the five sites that
were to be used for the program. (And the fifth site, not owned by HCAP, has not been a problem.)
These were, as DLIR-OCS saw it, far more important indicators that HCAP would likely make the STEM
program operational in a timely manner than a specific timeline would have been.

2 By September 30, 2010, HCAP had encumbered $2,390,918 of the $3,078,814 that HCAP had initially been
awarded under its CSBG-ARRA contract in October 2009. HCAP eventually returned to DLIR-OCS, for
forwarding to the federal government, the unexpended $687,896 difference between those two figures.




Page 7 of 41

As of September 30, 2010, the STEM program was not operational at any of the five sites. This was
obvious and indisputable — HCAP had just placed the orders for the equipment only one day previcusly.

OIG staff members visited Hawaii in late June and early July 2011 to audit the CSBG-ARRA program.
At that time, as is detailed in the October 22, 2012 draft report, OIG found that none of the equipment,
furniture or other supplies were in use. This is also not in dispute. However, DLIR-OCS emphasizes that
OIG’s substantial focus on this fact on pages 5 - 10 of its draft report shows that OIG is viewing use of
the equipment after September 30, 2010, to be entirely relevant to its conclusion that “the cost of these
items was not of a type generally recognized as ordinary and necessary for the operation of the
otganization or the performance of the Recovery Act award.” (Draft repott, page 10.)

Thus, OIG admits, at least implicitly, that use of the equipment afier September 30, 2010, is indeed relevant
to the bottom-line question of whether the $513,649 should be returned to the federal government.
Moreover, DLIR-OCS emphatically believes that use of equipment purchased by September 20, 2010 for
programs in operation after that date is inherently expected in ARRA, because it is indeed not just “the
Recovery Act,” but “the American Recovery and Reinvestment Act.”

And on this point, the observations of OIG’s June-July 201 | monitoring visit are now partly overtaken by
subsequent events,

On or about September 14, 2011, HCAP started the STEM program operations at its Kalihi-Palama site in
St. Elizabeth’s Episcopal Church near downtown Honolulu. Since that time, approximately 75 students
have been enrolled in the program at any one time (the number varies from time to time) and
approximately one-fifth of the computers, multi-media equipment, furniture and supplies are being used
at that site for the STEM program.

On or about August 23, 2012, the STEM program was launched at HCAP’s District Office in Wai anae, one
of the most impovetished areas on Oahu, and indeed in all of Hawaii. There, too, HCAP reports that it has
about 75 students enrolled in the STEM program, and that approximately one-fifth of the equipment,
furniture and supplies purchased for the program are being used there.

OIG’s October 22, 2012, draft report, on page 10 & n.9, acknowledges the openings of these two Centers.
Currently, HCAP reports to DLIR-OCS that it would be ready to launch the STEM program at its Central
District Office in Aiea except for the unrepaired roof. HCAP has not explained why it seemingly cannot
tap into other funds to repair the roof. Nor has HCAP identified to DLIR-OCS the reasons that it has
been unable to start the STEM program at either of the two remaining sites — Kahaluu on the North side
of Qahu and Leahi District in the eastern part of Honolulu.

III. FURTHER ANALYSIS OF ISSUES

DLIR-OCS believes that the cotrect action to take is to refrain from generalizing that all of the $513,639
in questioned costs is unallowable. DLIR-OCS disagrees with OIG’s apparent view that the expenditures
should be evaluated strictly and exclusively on the basis of whether HCAP had an adequate plan or
timeline for implementation of its STEM program in place at the time of the expenditure,

Instead, DLIR-OCS believes that the adequacy of HCAP’s plans needs to be evaluated retrospectively.
Indeed, DLIR-OCS believes that, contrary to OIG’s stated position, OIG is in fact employing a
retrospective analysis. Otherwise, OIG would not have gone to the effort of including an extensive
discussion, with multiple photographs, to demonstrate that HCAP had not been using any of the
purchased equipment, furniture or supplies as of July 2011. Further, DLIR-OCS firmly believes that it
employed adequate monitoring and vetting of HCAP’s plans in the critical timeframe of August-
September 2010, and any criticism of DLIR-OCS’s monitoring arises only because HCAP failed to fulfill
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the very clear and explicit promises, predictions and representations that it had made to DLIR-OCS at that
time.

OIG intertwines two arguments when it states that the disputed purchase was not “reasonable and prudent”
and that “the items were not needed at the time of purchase.” Critical to this analysis is ACF’s CSBG
Information Memorandum (IM) 109. In our view, OIG’s interpretation of both the ARRA statutory
language and IM 109 are unduly restrictive. As is stated in the ARRA statute, and as IM 109 quotes, the
purposes of ARRA include “supplemental appropriations for job preservation and creation, infrastructure
investment, energy efficiency and science, assistance to the unemployed, and State and local fiscal
stabilization.” (Underscoring added.) This in itself authorizes at least some level of investment in
equipment, as distinguished from services alone.

Thus, DLIR-OCS believes that OIG is incorrect in relying on the statement in IM 109 that “services must
be provided on or before September 30, 2010, and liquidated on or before December 29, 2010.” The IM
109 statement is relevant only to services. That statement cannot reasonably be stretched to include
“infrastructure investment,” such as an equipment purchase, which is expressly authorized by the ARRA
statutory language. Thus, just as a public work capital investment provides benefits that endure well
beyond the period of two fiscal years that ARRA encompassed, the same must apply to equipment
purchases as well, Therefore, it is entirely improper for OIG to rely on an argument relating to “services”
in making its present findings. Such an argument is simply not relevant.

DLIR-OCS believes that OIG implicitly concedes this point when — by argument and multiple photographs
— it points to the failure of HCAP to actually be using the equipment, furniture and supplies in July 2011 at
the time of OIG’s monitoring visit. OIG seems to be clearly admitting, by negative inference, that, if the
equipment, etc., were being actively used in July 2011, OIG would have deemed the purchases to have been
“reasonable and prudent” and OIG would not be complaining that “the items were not needed at the time of

purchase.”

It is critical to recognize that there was no way for DLIR-OCS, as the program monitor, to accurately
predict the course of an implementation plan. Had DLIR-OCS had the benefit of knowing in September
2010 that HCAP would have nothing operational in the STEM program as of mid-2011, DLIR-OCS
would have denied the equipment purchase.

As is noted in detail above, DLIR-OCS reviewed the implementation plan and the representations of HCAP
as to the seriousness of its commitment to follow through. At the time of the request, in late September
2010, HCAP appeared to have the strong desire and the means to implement the STEM program — it had
five sites that were already under its ownership or control — it was not searching the rental market for sites.
HCAP had an enthusiastic commitment from its very well-connected Board of Directors to obtain funding
from multiple federal, state and local government sources, plus private-sector sources, to start up and “grow
the program.” HCAP made all of these representations to DLIR-OCS in writings that are attached as
Exhibits to this response.

On the basis of those representations, which DLIR-OCS considered to be entirely credible, DLIR-OCS
determined these expenditures were reasonable. We note that no questions have been raised by OIG to
the effect that the purchase prices of the items of equipment etc. were unreasonable, or that the equipment
was not suited to the STEM program, or that the quantities of the items were unreasonable.

OIG’s sole basis for this criticism is that the purchases were not chronologically connected to a program
that was actually in operation using ARRA funds by September 30, 2010. For the reasons noted above, we
believe it is clear that such a hard-and-fast test is not reasonabie, and that OIG implicitly acknowledges that
purchases of equipment whose useful life extends beyond that date are not ipso facto improper.
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Accordingly, at least as to the two currently operational STEM program sites, DLIR-OCS believes that the
questioned expenditure of $513,649 meets the requirements of the Federal Cost Principles codified at 2
CFR Part 230, Appendix A, §§A.1- A.3, contrary to the opposite conclusions of QIG.

DLIR-OCS is not able to explain why HCAP has been unwilling or unable to incur the roof-repair
expenditures at Makalapa (Aiea) or why HCAP evidently represented to OIG’s staff at the monitoring
visit in June-July 2011 that “HCAP officials did not know when they would open the remaining three
programs [sites] because they still needed resources to repair one community center and were looking for
space for the other two programs.” See OIG draft report of October 22, 2012, on page 9.

As to the roof repair at the Makalapa District Center, we note that HCAP had already known by
September 29, 2010 that it could not use CSBG-ARRA funds to repair that roof. Thus, HCAP’s
representation in the e~-mail and other communications on that date, that Makalapa would be one of the
sites for the STEM program, indicates that HCAP believed that it did in fact have funding, from other
sources, to repair the roof at Makalapa. Accordingly, HCAP should not have been telling OIG in mid-
2011 that it lacked funding to repair that roof.

HCAP’s representations to DLIR-OCS on September 29, 2010, more than eight months before the July
2011 monitoring visit, as to site availability were clear and in writing: It was planning to use five sites for
the STEM program —four at specifically identified HCAP District Centers that were and remain under
HCAP’s ownership and control, and the fifth at St. Elizabeth’s Episcopal Church, where HCAP has had a
use agreement. Thus, we find no credible explanation for HCAP to be telling OIG in mid-2011 that it
was still searching for two sites.

DLIR-OCS believes that the benefits to the public are the primary and most appropriate measures of the
success of the STEM program and thus should be the dispositive factors in determining whether the
disputed purchases were “reasonable and prudent” and “needed at the time of purchase.” DLIR-OCS
therefore believes that the recommendations of OIG do not take into account the current and potential
benefits of the program to the affected communities, and are therefore inappropriate.

IV. DLIR-OCS PROPOSED CORRECTIVE ACTION AND SETTLEMENT

For these reasons, DLIR-OCS proposes that HCAP be required to undertake certain alternative corrective
actions that will be fair to the taxpayers of the State of Hawail, the taxpayers of the nation as a whole, and
to the client communities that will be affected by the resolution of this matter.

As we have outlined above, DLIR-OCS respectfully proposes that HCAP be given credit for two-fifths of
the disputed expenditure for the two STEM program sites that are already operational and that HCAP be
given until June 30, 2013, to put the other three sites online. To the extent that the STEM program is not
operational as of that date on those three sites (or reasonable alternative sites that HCAP might propose),
then the federal government should be reimbursed one-fifth, approximately $102,729, of the total
disputed cost of $513,649, for each site that is not operational as of that date. As noted above, HCAP
would also be required to provide credible assurances that it will continue to operate the STEM program
at each of the sites for which it would be given credit under this proposal.

Please let us know whether this request for resolution of this matter as proposed above is acceptable to the
Office of Inspector General. Thank you for your consideration.
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RESPONSE OF HAWAI OFFICE OF COMMUNITY SERVICES TO
OIG Draft Report No. A-109-11-01007, dated October 22, 2012,
“Hawaii Claimed Unallowable Community Services Block Grant Costs for Honolulu
Community Action Program, Inc.’s Expenditures Under the Recovery Act”

EXHIBIT LIST

2009 October 19 Initial CSBG-ARRA contract OCS-ARRA-09-01, between
HCAP and DLIR-OCS: budget only

2010 March 22 HCAP’s CSBG-ARRA contract OCS-ARRA-09-01, between
HCAP and DLIR-OCS, Supplement No. 1: budget only

2010 April 16 HCAP Letter to Dr. I, ACF-OCS, requesting
favorable ruling on claim that Repair & Maintenance contract
items were allowable under CSBG-ARRA

2010 Sept10 DLIR-OCS letter to HCAP recounting meeting of August 3,
2010, at which ACF-OCS Region IX Program Specialist ruled
that Repair & Maintenance contract items were not allowable
under CSBG-ARRA

2010 Sept 29 DLIR-OCS (M) c-mail to HCAP (EEEE) r¢ nced for
detailed written justification for HCAP’s STEM program
proposal

2010 Sept 29 HCAP Sl ¢-m2il to DLIR-OCS (IIE) rc STEM

program proposal

2010 Sept 29 First enclosure to e-mail of Sept 29, 2010, describing 4 sites at
HCAP District Centers, and one adjacent to a District Center
for STEM program, and enthusiastic suppoert of HCAP’s
Board of Directors for STEM program and intent to fund it.

2010 Sept29 Second enclosure to e-mail of Sept 29, 2010, deseribing STEM
program details.

2010 Sept 29 HCAP’s CSBG-ARRA contract OCS-ARRA-09-01, between
HCAP and DLIR-OCS, Supplement No. 2: budget only

2012 Oct22 OIG letter to DLIR-OCS with draft report entitled Hawaii
Claimed Unallowable CSBG Costs for Honolulu Community
Action Program, Ine.’s Expenditure Under the Recovery Act
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CONTRACT LD. NO.: OCS-ARRA-09-01 . Page 1 of 4

EXHIBT I

Service Activity Title:  Community Services Block Grant Program
American Recovery and Reinvestment Act of 2009

Provider: Homolulu Community Action Program, Inc.
BUDGET
Operating Costs:
Personnel CostefSalarios) muesmaummnsmm s $ 287,571.00 » |
Other Personnel COostS. .o uiimiiiiisiiisiitiinsiemrssesssseessesesssessssssesssneennens 90,729.00 « '
Othet Curtent EXPENSES ..c..ccereccrrrnicronsrirressnnsirmisiriessseneissirosssesssesasseressosens 2,670,164.00+ '
EQUIPIIEN coviiiiririicecr e esirresicssson s s sesssessns s smenssssatensterenesons 17,850.00 -
TOTAL FEDERAL FUNDS AWARDED $3,066,314.00

Personnel Costs:

Executive DIrector ......coovereieceiveniecrcnncceerianscsnranes LI 20 $ 2,441.00
Director of Community Programs ....cccovevvieevcrivninnnnn (0.03Vuessessinmmmy 2,643.00
R PONTS ersssnsossssns cors a0 SR Find s B4 S50 e e rnand . 1,131.00
Grant Writer/Fund Development Specialist 1,049.00
Human Resources Administrator.. .o .eeirnieens 3 1,834.00
Employee Benefit Specialist.......c.ccovorenicciaininaonnnns (0:08Yscerssvmvansmssmmnssess 3,540.00
Human Resources ASSIStant........cvoevivcneieenienessesesserenes (LK1} TR 1,180.00
Human Resources Assistant...........ccevverrerivererennerernnes (0.03) e 1,180.00
Director of Finance/Planning........ccvevvereresieersiirsrienns (0.03) v, 3,540.00
Assistant Director of FINANCE. ......ecueereereveosisnsaerneresens (0:05) ssssssssessssssvmnnmmess 4,065.00

EXHIBIT A
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EXHIBITI Page 2 of 4

Senior Accountant/Grants Manager.........uecermesecenasies (0.05) i 3,329.00

Accounting Specialist ...vcoeinnennnnie e (0.02) o 1,101.00

Accounting Specialist .........ocoeeieririrnrinneincneeeees (LK1 TR 1,298.00

Payroll SPecialist .veveeivereriiaronsisareinesresnnsesssasinesens (01005 P ————— 1,298.00

Aceounts Payable Clerlc. e amsmmmunsnsmso O] e 4,879.00

Accounting ASSIStANt . ..o TQ0L) TR 28,968.00

ACCOUNTING SECIELAIY . .vereverrrnrireerinrsssanecssearensnesesiranees (0.03) v 1,652.00

IT MANAGET.....v et cricee s (0.02) e 1,416.00

Senior Community Service Manager (Central) ..........., 01T —— 4,323.00

Employment & Training Coordinator 38,508.00

Community WOILKET .......covvervirreereneririeicrrsereesreeseensrienens k 3,130.00

Community Worker ....covevrevrivsrinnninenssenenens 00) e 2,294.00

Program:Aidde s s : 28,968.00

Community Service Manager — Leahi.....cooovinevinnnna {0:06) sonsivrisssmunnninis 3,224.00

Community Worker ........cocveerercnneriimnnnesesisrenssinnnnns (0.06) ..o 1,738.00

PIOGIAM ATAC ..o.veoereeecieeeeee e eseesres s sesssonesod [ LLC) DO 28,968.00 ;
Community Service Manager — Kalihi-Palama)........... (0.06).corivecireriricienas 3,353.00 ?
Community Worker .o sssssisvsssssssssinsiin L 2,227.00

Community Worker' v asmmmnnasmssanmnal 0008 s 2,227.00

T T TN ¢ )11 S 28,968.00
Community Service Manager — Waianae .......c...ce.cc.. (GRS PRe—————————e_ 12 44 (] ;
Community Worker semmsswmsmmmnsravmsiss Q00 0) rsesm sy 2,227.00

Comiitnity’ Wotker sammmismmnasmnamasmmnmmss {0:06) s s 1,888.00

Program AIde ..o cveirmrrrnrienenssenmssesessiesessenesessesnns (01 TR 28,968.00 |
Community Service Manager — Windward .........cceee0ens(0.06) v 3,273.00 1
Community WOoTKer s (0:06) :cuvcssssvevssssmssins 2,227.00

Community Wotker sawamsmmammsnmmmasmssmisg (0:06) ssmvsscsssammvansans 2,227.00 |
Program Adde 28,.968.00 ‘

$287,571.00
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EXHIBIT I Page 3 of 4
Other Personnel Costs:

Payroll Taxes and Assessments: )
SOCIAL SCOULIEY evvvveerrerrrreveeaeserserssesesesesssesesssscasessesssessesesmssseness e S $ 21,999.00
Unemployment TNSULANCE ........ccovviririieivniviesinsesiresrsssesessesessssssssnsesasesseen 8,771.00
Wbrkers’ Compensalion s s 4,170.00
Temporary Disability TNSUTAIICE ..vviveviisienresiioieninniisiiiesississesssssesiesiossessans 4,026.00

Fringe Benefits:

Health TASULANCE .ovviiviiieniireiienien e siesrersesssinisssssenns ereereeerareresrasn e rennre 28,757.00
REUIEIMENT . 1ueririiriercrcree e sme et et s s sr st 23.006.00
TOTAL $ 90,729.00

Other Current Expenses:
AUAIE SCIVICES cuevivureieerieareasseircsisisereersersisasssessaesassssesnsinsessomssoresosssssssssssssessesses $ 5,000.00

Integrated Training & Employment Program:
- Supportive Services (e.g. tools, uniforms, etc.) — 300 Clients @ $500/cliet)  150,000.00

- Vocational Skills Training — 100 clients @ $7,500/clienit......coceuerrevrreerrrens 750,000.00
- On-the-Job Training Stipends — 50 clients @ $800/client

for 800 hours of training completed/client........ovvvvivrinimeninn. 40,000.00
- Work-Experience Stipends ~ 78 clients @ $500/client

for 50 hours of training completed/client...........cccocociiniiniecnieivnnnne, 39,000.00
Partnerships in Employment Program.:
- Intake & Training — 340 clients @ $1,900/client .......cccocvcvvevrviiinniniirennnnn. 646,000.00
- Placement — 150 clients @ $1,000/client ... 150,000.00

Transit Access Program:
- Contracted Shuttle-Service for 4 Kalacloa Homeless Shelters -
Approximately 200 clients benefiting/day for 15 months ....c...cc.cceevernnnn, 255,000.00

Family Childcare Food Progtam — 300 children @ $200/child for 15 months 60,000.00

Stabilization & Transitional Program:

- Housing — 500 clients @ $200 for 1 month......coccccecrvceconnvrcnenrineneurenenns 300,000.00
- Food — 200 clients @ $500/household .........ccccouvrvecereriseninesiennees e 100,000.00
- Transportation — 500 clients @ $50/client for 3 months.......ccovrireninne. roren 75,000.00

- Energy — 100 households @ $200/month/household.......... 20,000.00
- Health— 50 clients @ $500/chent .. e 25,000.00



http:25,000.00
http:20,000.00
http:75,000.00
http:100,000.00
http:300,000.00
http:60,000.00
http:255,000.00
http:150,000.00
http:646,000.00
http:39,000.00
http:40,000.00
http:750,000.00
http:150,000.00
http:5,000.00
http:90,729.00
http:23.006.00
http:28,757.00
http:4,026.00
http:4,170.00
http:8,771.00
http:21,999.00

Page 14 of 41

EXHIBIT I Page 4 of 4
Contractual Services — Program/Administrative Fee.........covvvvvivniviviriiiinennns 2,025.00
1L BT 00 oL RO SRRSO —— 2,000.00
Membership, Subscription & Professional ACHVItIES.....ocievicererivinsivenisesnnes 3,000.00
Mileage ReImMbUISEINENL ....ccoiiiirioriieetiieniirnieriennenissneseeeeiesnstssnssssnsseesemsesenean 9,693.00
Postage, Freight & DelIVELY .....cccciviirirnesiieseesiecssssenssineesssstsvesssssssesssssssens 750.00
SUPPLIES .esersiserieieiir st e e s bt bbb bbb s as b 31,346.00
TelecommUNICAtIONS wsssrsmsrmsssmsrsvmra s s e v ST 0 6.350.00
TOTAL $2,670,164.00 -
Equipment:
COIMPULEL. . ov e inisien e s sas st abs st e aaesas e anesennsras $  14,850.00
LASEE PLINEET c..coovvveireeieemeieieiense s esesese s s sesesessssatissensbsstesemsserse s S 3.000.00

TOTAL $ 17,850.00~
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CONTRACT LD. NO.: OCS-ARRA-09-01 Page 1 of 4

AMENDED EXHIBT I

Service Activity Title:  Comumunity Services Block Grant Program
American Recovery and Reinvestment Act of 2009

Provider: Honolulu Community Action Program, Inc,
BUDGET
Operating Costs:
Personticl Costs (SAlANBS)..u..uummmmmmsmsnmisisssisismserissssimmssssasssmssssansesesssssssssnss $ 124,396.00v
Other Personnel CosiS...virmimiimiemnirermisissmrsssisesensens 39,248.00 »
T e RS- 2,894,420.00+ ;
O 8.250.00 ~ '
TOTAL FEDERAL FUNDS AWARDED $3,066,314.00

Personnel Costs:

Erecntive Ditectors srvmmms e s e (0.0098)...conuviviiinacren $ 1,197.00
Director of Community Programs .........c.cccccovveccencneees (0.0147) e 1,145.00 .
RECEPLIONISE...cvvvermecrerir e e sosecrsensieserenssresasssanes (0.0130) .0 490.00 :
Grant Writer/Fund Development Specialist..............c... [CVRAE. 37 A ——— 455.00
Human Resources Administrator.........ccoevvvvvviemereneerenes (0.0087)ccourveirencrennenns 795.00
Employee Benefit Specialist 614.00
Human Resources Assistant......... 511.00
Human Resources Assistant......... (iR 511.00
Director of Finance/Planting........cococoeveivveomrerirecriuneenas 1,534.00
Assistant Director of FInance.........v.omvviminirinnns 1,762.00

EXHIBIT B
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AMENDED EXHIBIT I Page 2 of 4

Senior Accountant/Grants Manager 865.00
Aceounting SPecialist ..... .. wscassrssessessossnssasasssensayssns (U411} A T ——— 477.00
Accounting Specialist ........cccirvrieeiniennnsiinennenenienes (LT 6) — 563.00
Payitoll SPECIalist ... oummsermmimrmsnsarsppsissiimnis o sss (TR0 210 ) TERE———— 563.00
Accounts Payable Clerk..........ooievinvevivvcnnniecnicianenns [ LEES 0y (——— 2,114.00
Accounting Assistant .. enmsununnsaenmnmussssd (SR (010 ) ——————— 19,312.00
ACCOUNTNEG SECTELALY v rereseoreoress s eesecrnesrnreee (0.0130)..orrerreern 716.00
Lo Tt LU L7 T R— 614.00
Senior Community Service Manager (Central) ............ (0.0217) 1,561.00
Employment & Training Coordinator...........ccc.eeuenen (0.2167) 10,836.00
Commumnity WOrKer ...cusicomsmimssssimsisssissiessssimmsi (SH0P e ————— 1,130.00
Community WOrker .........covevviiniiinnnnninsienninn. (AN 41317 PR—— 828.00
Community Service Manager — Leahi .......c...ovviviiinenn (0110271l T———— 1,164.00 J
Community Worker ......oocoervevreenscneniccscninnsaniiennenenns(0.0217) o 628.00 :
Community Service Manager — Kalihi-Palama)........... {87071 Iy ) ——— 1,211.00
Community WOTKET ..cuvumsimiisissssssssssmssimisiisisssmisd (U ERA [y Sm————— 804.00
Community WOTKer ....covsvvimeinciernniersnnisesiniensnens (517151 10,5 804.00
Community Service Manager — Waianae ..................... [ FELS 2 K —— 1,199.00
Cormunity Worker s s issasssussisiiimsimg (0.0217) 804.00
CommUunity WOrKer ......ceeeessessseesssnssirssassussonssiassisassasss ({121077,1 7| TEUS—— 682.00
Community Service Manager — Windward ................. L0t To——— 1,182.00
Comimunity Worker, ommsmwnemmanmimommmroramss ({11710 ) P 804.00
CommUunity WOTKET ........c.ovvververiirirnaesiensiesesssnessonne (L1721 Y—— 804.00
Progtam MUBATET woms s wrmmmsim i mummmimng (04330 . coissasnvvsronvoniis 33,852.00
PSR AIAE. oo o onisessiisssiosisassonsinpivitstusiivgisss ssssnivoril (0.4330) cvvieecrnnee 12,553.00
PLOgrath ALdS ..o musmnssensrasssseniomsemsnssassiamsissisnssons (0.4330) e, 19.312.00
TOTAL $124,396.00 -~
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AMENDED EXHIBIT I Page 3 of 4

Other Personnel Costs:

Payroll Taxes and Assessments:

O T A R T — $ 9,516.00

Unemployment INSULANCE .viveverreeeirerirsesivneeseessnssseaesisssiesesssanesssssssenssersins 3,794.00

Workers® Compensation q:uwssemssssesinsss st imorimsie 1,804.00

Temporary Disability INSUTBIEE ... vmuussnisssserssssisinesssisiis svomysisressnsasny 1,742.00

Fringe Benefits:

HEA IS AIE o vy s o s v T S R e 12,440.00 ;

RGBT, cimmns s g s s o S R ST AR sy S S S 9,952.00 : ;
TOTAL $ 39,248.00 - :

Other Current Expenses: J‘

IR rmmmsnce s mvessssomme aversbsi s en s o R TR S T IS YT AT TS $ 16,219.00
Postage, Freight & Delivery ........ocouene. . 550.00
D P L ONLC istmcusrsrsrunn o s T S A B e AR AR S RSN 2,575.00
Milease R DTS s enmssosinss s s e R S R 4,551.00
TOISTHARTE .o v commnnsins meiavitonsrssssaspsmsormie s USRS o0 RS B R S A S P 2,000.00
T EDERAenE AU - immrm st e B X i arsasiveress 2,000.00
Contractual Services — Program/Administrative ...........ccovveeerevmernrsniensionnsenenns 1,485.00

Membership, Subscription & Professional ACtiVIties.....ccoveiereirsrerirecenvirinninns 3,000.00
ARRA Programs & Projects — 2,862,040.00:
Science Technology Engineering & Math Program (Multiple Sites).........  525,000.00

District Center Programs - $312,500.00
Emergency Housing Assistance for Working Families.............cocceenee. 250,000.00

4 T —_— 37,500.00
Good Neighbor Fund/Support Services 5,000.00
Emergency Energy ASSISTANCE...uiemasssiisssiisscassersmnississssssssayiasss 20,000.00
Repair & Maintenance (PLogram SIES)......cweverresriorerimirerisisssesssnsessens 212,000.00

Senior Community Services Employment Program - $46,500.00
T S ———— 45,000.00 |
T L I —— 1,500.00
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AMENDED EXHIBIT I

Youth Services Program - $110,500.00
Post-Secondary Education ASSISTANCE ......uviveriveieniinssnerernsnsserennes
Work Experience Training ASSiStance........cccvvcurevirnirmsisessvrmserasssnnns
Bts Passesics st i

Kalaeloa Shelter Stabilization Program - $397,500.00
Eood BSSISAlCS sumvanmsmmmas e R R
BNS P OSSO iussusmussusssssmmussssaasisos i s o oo v e T
Housing/Shelter AssiStance ..........cccevvneineiienenas S

Feeding Program - $113,040.00
Institute for HUman SEIVICES .......cccciiveiieeiieeiiivinesvenienseiresseesnereesssasans
River OF Lifehoemonsmmsmmassrssiisasiinisressmars onsimmssanesarasnmsasacassiamrnss

Partnership & Linkages* - $1,145,000.00

* HCAP confirmed at a presentation of its revised CSBG ARRA Plan on 2/24/10
to use performance-based contracts incorporating a milestone payment system.
HCAP by executing contraets with the agencies listed below assures OCS that
these agencies will deliver the agreed to services and expend these funds.

HaWAIL LIEIACY ..eveveetereeeiecescreeieeesseseeeneseesesnssassaresserassesssssessssssssenses
Catholic Charities of Hawaii
Pacifier Gateway Cemier o remammme s mn o mmes S arsr
Goodwill Industries of Hawaii, INC......cco.iveiiveriiemeisnerionseisessassinns
H-5 Hawaii Helping the Hungry Have Hope
IMEAASSISE vevereceerieereeeenieeereees e e tersesseaestssnesbens et ensesne s ansennssenbseranns
Hawaii Technology INSStHULE ....eviveesrrcrnninerinmrenssinisenn s ssseeisasssenss
TOTAL
Equipment:
CONTPUTENS v nsisussmsnsosssrs e s o ey T e T AT T TP T ST TR i
BT e T~ T T

Page 4 of 4

60.,000,00
$2,894,420.00°

$

1,.500.00

$

Page 18 of 41

62,500.00
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DARWIN L. D. CHING
LINDA LINGLE DIRECTOR

GOVERNOR
COLLEEN Y. LaCLAIR
DEPUTY DIRECTOR

STATE OF HAWAII
OFFICE OF COMMUNITY SERVICES
DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS
830 PUNCHBOWL STREET, ROOM 420
HONOLULU, HAWAII 96813

April 16,2010

I P.D.

Office of Community Services

Administration for Children and Families

U.S. Department of Health and Human Services
370 L'Enfant Promenade, S.W.

Washington, D.C. 20447

Dear Dr. IR

Re: Requesting Administration for Children and Families — U.S. Department of Health and |
Human Services (ACF-DHHS) Approval of Revised Hawaii Community Services Block
Grant — American Recovery and Reinvestment Act of 2009 (CSBG-ARRA) Plans

The Hawaii State Office of Community Services (OCS) requests approval to amend two of its
CSBG-ARRA Plans: 1) Honolulu Community Action Program, Incorporated and 2) Kauai
Economic Opportunity, Incorporated.

Honolulu Community Action Program, Inc. (HCAP)

Since submitting its original CSBG ARRA plan, HCAP has expanded its linkages to include

additional partners not originally named in its Recovery Act Projects. In its Partnerships in

Employment Program, amended linkages added include Goodwill Industries of Hawaii, Inc.,

Hawaii Technology Institute, and Med-Assist School of Hawaii. The agency Hilopa’a was

dropped from the amended partnership. |

Likewise, HCAP found additional partners to collaborate on the Food Assistance Program — The
Institute for Human Services and River of Life Mission., A Literacy Program now lists the lead
agency as the Hawaii Literacy, Incorporated.

There are no changes to the: Integrated Training & Employment, Transit-Access, and Stabilization
& Transitional programs.

Attached are two tables for your perusal: Table 1: Description of Recovery Act Projects and
Table 2: Performance Measures (Outputs & Outcotnes) by National Goals.

EXHIBIT C
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Kauai Economic Opportunity, Inc. (KEO)

KEO services both homeless and transitional homeless clients during the late afternoon and
evening hours. During the day, there were little if any available services to assist the homeless
or at-risk homeless. KEO completely amended and revised their CSBG-ARRA plan to provide
comprehensive case management services during the day giving homeless clients from the
homeless shelter or at-risk homeless clients a safe place where they can go, learn and develop
new skills, and improve their mental, physical and spiritual well being.

Adttached are the KEO amended plan and Exhibit H — contract outputs and outcomes for you
review.

We are secking and eagerly awaiting Federal approval from ACF-DHHS of these amended
plans, so that our community action agencies may directly contract with their vendors and
proceed with their programs. Thank you for your prompt attention to this matter.

If you have questions or concerns, please call me at (808) 586-8675.

Sincerely,

Acting Executive Director

¢: Enclosures (4)




TABLE 1: Description of Recovery Act Projects

Integrated Training &
Employment Program

Utilizing an integrated approach, HCAP will provide a comprehensive range
of employment-support services geared towards assisting individuals in
finding jobs. Service components will include, but not be limited to:
— Needs-Assessment and Service Planning
— Job-Readiness Training
— Supportive Services {i.e. tools, uniforms, bus-passes, supplies, etc.)
—  Vocational Skills Training (through Vocational Training Providers)
- Tuition-assistance associated with vocational/specialized training
— On-the-Job-Training (OJT) through partnerships with job-sites
~  Work-Experience (WE) through partnerships with work-sites
— Job Placement: .
o Direct-placement through services provided by HCAP
o Placement through Vocational Training Providers

income-eligible
unemployed and/or
underemployed
individuals and families
facing economic
hardships

(Goals 1 & 2)
1.1A
1.2A
1.2B
1.2C€

2.1H1

Partnerships in
Employment Program

Coliaborating partners will provide employment-readiness and placement
assistance for eligible population. HCAP will be collaborating with the
following entities to provide expanded training and job-placement services
for target groups:

— Catholic Charities Hawaii

—  Goodwill Industries of Hawaii, Inc.

— Hawaii Technology Institute

— Med-Assist School of Hawaii

—  Pacific Gateway Center

Low-income and
special needs
population e.g. youth
with disabilities,
individuals lacking
employable skilis and
needing job-placement.
support

{Goals 1,2 & 6)
1.1A
1.2A
2.1H1
6.1B

Transit-Access Program

In collaboration with H5, HCAP will enhance the provision of transportation
services that will benefit at least (4) homeless shelters and their residents.
Both emergency and transitional shelters will be targeted to ensure that
residents have access to a shuttle transportation link to the main transit

Homeless residents
from emergency and
transitional shelters in
the Kalaeloa area

(Goals 1 & 6)
1.2A
6.2C

1+ JO 17 985ed



TABLE 1: Description of Recovery Act Projects

center in Kapolei. This program will be critical in aiding shelter residents
with:

~ Job-seeking

- Commuting to-and-from work (via link to the transit center}

— Permanent housing search

— Medical and health needs

— Accessing other services

Stabilization & Transitional

Program

HCAP will provide critical emergency and crisis intervention services for
qualifying low-income individuals and families. Emphasis will be placed on
mitigating emergency circumstances through support services. The initial
goal is to stabilize individuals and families with the subsequent goal of
assisting them with employment and related services. HCAP will be
partnering and collaborating with several entities to expand the provision
of services. Emergency/Stabilization services will include, but not be limited
to: g

— Housing assistance

— Food assistance

— Transportation assistance

~ Energy assistance

~ Health services

- Literacy services

Income-eligible
individuals and families
facing economic
hardships, loss of
income/support, at-risk
of facing poverty,
homelessness, etc.
Preference will be
given to families with
children

(Goals 1,2 & 6)
1.2A
2.1H1
6.2A
6.2B
6.2C

Food Assistance Program

Collaborating partners will provide food assistance for eligible population.
HCAP will be collaborating with the following partners to provide
emergency food assistance for target groups:

- Institute for Human Services

- River of Life Mission

Homeless & other
income eligible
individuals and families
in need of
supplemental meals

(Goal 6)
6.2A
6.2C
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TABLE 1: Description of Recovery Act Projects

Literacy Program

Collaborating partner, Hawaii Literacy, Inc., will provide direct literacy
assistance services to qualifying low-income individuals. Hawaii Literacy
will also train HCAP staff to identify potential clients and increase the pool
of certified community volunteer tutors.

Income eligible
individuals in need of
literacy services

(Goals 2 & 6)
2.1H1
6:2A
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TABLE 2: Performance Measures (Outputs & Outcomes) by National Goals

ojects by National ¢
JOB-CREATION &

1,000 client intake

(Goals 1 & 2)

PRESERVATION intake & Assessments 600 individuals will 1.1A
Supportive Services (i.e. tools, uniforms, bus-passes, complete training 1.2A
Projects: supplies, etc.) 230 individuals will 1.2B
1. Integrated Training & Training: obtain jobs 1.2C
Employment Program o Employment-Readiness 20 youth with 2.1H1
2. Partnershipsin o Vocational Skills Training through private disabilities will obtain 6.1B
Employment Program providers jobs
o Tuition-assistance associated with
vocational/specialized training
o On-the-Job-Training {OJT) in partnership with
job-sites
o Work-Experience (WE) in partnership with
work-sites ‘
Job Placement:
o Direct-placement through services provided by
HCAP
o Piacement through Vocational Training
Providers
SUPPORTIVE SYSTEMS & 200 homeless (Goals 1 & 6)
SERVICES FOR VULNERABLE Transportation (shuttle) services for residents of individuals will access 1.2A
POPULATION various Kalaeloa shelters (emergency and transitional) transportation services 6.2A
to assist with job-search, access to housing, health and 500 individuals/families 6.2B
Projects: other supportive services will receive food 6.2C
1. Transit-Access Provision of food to eligible low-income individuals and assistance
Program families 400 individuals/families
2. Stabilization & Emergency/Stabilization support-services ta vulnerable will receive housing
Transitional Program low-income population, including, but not limited to: assistance
3. Food Assistance © Housing assistance 200 individuals will
Program o Food assistance receive transportation,
4. Lliteracy Program o Transportation assistance health and/or other
o Energy assistance . supportive services

I+ JO 7 3%¢ed



TABLE 2: Performance Measures {Outputs & Outcomes) by National Goals

o Health services
o Literacy services

PARTNERSHIPS & LINKAGES ~— Collaborations, partnerships and linkages for:
FOR SERVICE-DELIVERY o Coordination of services, benefit enrollment
and program-dissemination
c Training, job-creation and preservation
activities
o Stabilization and emergency services
o Innovative community and neighborhood-
based initiatives

20 active partnerships
and linkages will be
maintained in support
of job-creation,
preservation and related
support services

(Goal 4)
4.1

I+ Jo ¢7 a%ed



KAUAL ECONOMIC OPPORTUNITY, INCORPORATED
PLAN

Essential Services

KEO proposes to provide client services to identify and resolve those barriers that
prevent homeless and at-risk homeless clients to become self-sufficient. The
program would provide case management and support services for 150 clients in
the program. Hand-holding, motivational coaching, and instruction, with many
opportunities to practice new and replaced skills is needed for the client to make a
successful transition to self-sufficiency.

Such services include case management, pre-employment services, financial
counseling and budgeting, a housing readiness lifeskills training, mental health
counseling, transportation, child care subsidy.

Many of our program participants have a poor rental history and past
difficulties being successful tenants. The challenge has been to work with
our clients to repair tenancy records and poor credit history. We propese
to expand our program services by providing a housing readiness
education program for our transitional housing program participants.

Comprehensive case management focuses on providing supportive
services necessary for each client to rebuild their life through life skills
training, job search, and pre-employment counseling, family counseling,
and as appropriate to the needs of each client, participation in specific
programs such as substance abuse counseling/treatment; anger
management; parenting; literacy/GED classes; adult education courses
such as computer training; and mental health counseling services.
Program participants meet with the Homeless Specialists twice a month to
review and discuss each client’s Individual Service Plan (ISP), to monitor
their progress towards meeting specific goals and objectives, and to
identify areas in need of improvement.

KEO will expand its program services to include a housing readiness
education program in an effort to reduce barriers to housing. The Program
Director and Housing Specialists will conduct a housing readiness
education with topics that cover:

a. Development of an action plan based on identified challenges in
the areas of rental history, money management, income, credit and
finance, legal problems, or other identified issues.

b. Development of a workable budget or spending plan. Participants
will choose and prioritize goals, review their spending habits and
income. They will develop a proposed spending plan that will
place them on the road to obtaining housing.

Exhibit "G"
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STATE OF HAWAII
DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS
OFFICE OF COMMUNITY SERVICES
830 PUNCHBOWL STREET, ROOM 420
HONOLULU, HAWAII 96813

www hawaii.govilabor
Phone: {808) 686-8675 / Fax; (808) 586-8685

Email: dlir.cos@hawaii.gov
September 10, 2010

vir. [, v

Executive Director

Honolulu Community Action Program, Inc.
33 South King Street, Suite 300

Honolulu, Hawaii 96813-4323

Dear Mr. [l

SUBJECT: CONTRACT NUMBER OCS-ARRA-09-01
Community Services Block Grant, American Recovery & Reinvestment Act of 2009

On August 3, 2010, I met with you and your staff to clarify questioned allowable costs. 1
expressed to you my concerns that the proposed scope of work under the Repair and
Maintenance (R&M) line item would not be allowed by the federal government. These items I
believed would be considered capital improvements which require a federal waiver. With the
short time remaining, a federal waiver could not be approved in time.

The federal authorities have concurred with my concerns and I must inform you that the
proposed scope of work is not allowed. The scope of work items from the following four
projects listed below posted as Request for Proposals (RFPs) on the Honolulu Community
Action Program, Inc, {HCAP) website as of July 26, 2010, qualifies as capital expenditures, ,

1) Repairs, Renovations and Maintenance for the HCAP STEM Program; v |

2) Repairs, Renovations and Maintenance for the HCAP Central District Service Center;

3) Repairs, Renovations and Maintenance for the HCAP Leahi District Service Center; |
and

4) Repairs, Renovations and Maintenance for the HCAP Windward District Service

Center

OMB Circular A-122 Revised clearly states, “Capital expenditures for general purpose
equipment, buildings, and land are unaliowable direct charges, except where approved in
advance by the awarding agency.” Capital expenditures means expenditures for the acquisition
cost of capital assets (equipment, buildings, land), or expenditures to make improvement to
capital assets that materially increase their value or useful life. Section 678F of the CSBG Act

EXHIBIT D
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September 10, 2010
Page 2

prohibits the use of funds for the purchase or improvement of land or the purchase, construction,
or permanent improvement (other than low-cost residential weatherization or other energy-
related home repairs) of any building or other facility, without a written waiver of this
prohibition by OCS,

R&M costs refer to costs incurred from necessary maintenance, repair, or upkeep of buildings
and equipment (including Federal property unless otherwise provided for) which neither add to
the permanent value of the property nor appreciably prolong its intended life, but keep it in an
efficient operating condition, are allowable. Costs incurred for improvements which add to the
permanent value of the buildings and equipment or appreciably prolong their intended life shall
be treated as capital expenditures. R&M refers to necessary maintenance, repair and upkeep of
facilities, buildings and equipment. Possible allowable costs incurred for R&M of facilities and
equipment, i.e., janitorial services, painting, plumbing and electrical repairs.

The Region IX Program Specialist from the Department of Health and Human Services —
Administration of Children and Families (DHHS-ACF) federal funding source has made a
determination after reviewing HCAP’s proposed scope of work that these are capital
expenditures, Tn a phone conference on August 3, 2010 of which we were both a part, the
DHHS-ACF program specialist specifically told us that these costs are unallowable.

For capital expenditures to be allowable the State must request a waiver citing extraordinary
circumstances to justify construction of facilities (or the making of permanent improvements).
Given the short remaining time period of the contract, contract end date of September 30, 2010,
lack of extraordinary circumstances, and at least 60 days waiver processing time, it is not
feasible to request a waiver.

In the original approved State of Hawaii CSBG ARRA State Plan for Federal Fiscal Years 2009-
2010, HCAP CSBG ARRA Program Plan Revised May 19, 2009, and latest HCAP CSBG
ARRA Amended Plan Tables received from HCAP a few days before and submitted to Dr.
I i o loiter dated April 16, 2010, there is no mention of R&M or CIPs. Dr. I
I 2dded the Amended Plan Tables to the Hawaii State CSBG ARRA plan stating it was an
addition that did not require a formal amendment. There was also no mention in the Amended
Plan Tables of the STEM program for youth (See attached letter dated April 16, 2010).

In the meeting on March 24, 2010 at HCAP in which I attended, there was also no mention of
R&M, nor CIPs as part of the STEM project. If there had been mention of R&M and/or CIPs,
this would have raised a red flag at DLIR-OCS and DHHS-ACF at time of plan review. No red
flags were raised.

DLIR-OCS concurs that it has been a challenge to implement CSBG-ARRA with its stricter
enforcement of rules and one-year time frame. In all fairness, DLIR-OCS back in November
2009 at time of contract negotiation should have required a detailed explanation of the R&M
budget line item to ensure that it would comply with the stricter interpretation of the rules by the
federal government. In the future, DLIR-OCS will work with the four Community Action
Agencies and DHHS-ACF to prevent or at least minimize this obstacle from happening again,




September 10, 2010
Page 3

DLIR-OCS, as the oversight and administrator of these CSBG ARRA funds is responsible for
compliance with the requirements of the grant. DLIR-OCS made its decision based on our
responsibility to protect the State as a steward of federal monies and HCAP from having to
return monies due to unallowable expenditures,

If you have any questions or concerns, please call me 586-8675 or e-mail me at

I s V.

Sincerely,

Acting Executive Director

Enclosure

c: I
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{In Archive} RE: CSBG-ARRA Supplemental |

o 09/29/2010 08:01 AM
ey |
History: This message has been forwarded. SS i )
Archive: This message is being viewed in an archive.

Hi

If you have already sent in your CSBG ARRA budget justification, please disregard. As of this morning at
7:55 a.m., | have as not yet recived the required justification statement to

process and execute the CSBG ARRA supplement.

As discussed on Monday, September 27th, you agreed to send me a justification for expending $528,000
CSBG ARRA funds

on various equipment. The justification was to minimally include but not be limited to: 1) number of
computers and other equipment to be purchased,

2) sites where the computers and equiopment will be situated, 3) ensure that the computers will be used
by CSBG clientele and that the program will be continuing, and

4) how the computers/equipment will be used to seve the intended clientele. We also talked about that
you may want to include a brief plan or curricula on how HCAP plans to use the purchases.

| indicated and made it clear that the justification was necessary for the Deputy AG and for the DLIR
Director to sign off. Without sufficient documentation, it will be difficult for them to sign the contract.

DLIR-OCS is not saying no to this procurement. We just want to be able to justify the purchase if asked
by the Feds. In addition, | have already checked to see if the the Deputy AG will be avaialble this

week to process the supplemental agreement. Please let me know as soon as possible so that | may
know how to proceed. Thank you for your prompt attention to this matter.

F———
ocs

EXHIBIT E
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From: NN Sl GHcapweb.org>
To: N - havaii gov>

cc: N - ©hcapweb.org>, I B @ hcapweb.org>, I
< ©hawaii.gov>

Date: 09/29/2010 11:26 AM

Subject:Justification for STEM-related Equipment / CSBG-ARRA Supplemental No. 2

From: !@hcapweb.org>
Tos; [@ha

waii.gov>
o S rcapweb org~, IR SR v orc>
hawaii.gov>
Date: 09/29/2010 11:26 AM

Subject: Justification for STEM-related Equipment / CSBG-ARRA Supplemental No. 2

Attached is the write up you requested regarding the STEM equipment. Please give me a call if you
have any questions or if you feel we need to edit further. In a separate email, I will send the attachment
to the memo, which is our formal short synopsis of the STEM Initiative.

Another thing to be aware of in this memo. The $528,500 figure you asked us to justify in your e-mail
this morning includes the $8250 regular agency equipment request (non-STEM related) that OCS had
approved as specific line items in Supplemental No. 1. Thus, | focused the justification memorandum on
the remaining $520,000 that constitutes the total amount of STEM-equipment line items. It is a very
slight adjustment down from the original $525,000 STEM line item in Supplemental No. 1, the difference
($5000) which we incorporated elsewhere in the Supp. 2 amended budget.

Please acknowledge receipt of the memo, and let me know if we need to do anything further.

Regards,

A3

Director of Planning, Program Development and Communications

EXHIBIT F
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EXHIBIT G
Memorandum
To: B D, Acting Executive Director Date: 09/29/10
Office of Communty Services — DLIR
From: I s ., Dircctor of Planning, Program Development &
Communications

Honolulu Community Action Program, Inc.

Subject: CSBG-ARRA Supplemental No. 2 — Justification of Science, Technology,
Engineering & Math (STEM) Program Equipment Line-Item
Pursuant to our telephone conversation of Monday, September 27, 2010, and your email to me
this morning, I am responding to OCS-DLIR’s request for justification for $520,000 in
equipment purchases included in HCAP?s line-item budget (Seconded Amended Exhibit I)
attached to Supplemental Agreement No. 2 to Agreement OCS-ARRA-09-01, Community
Services Block Grant Program (CSBG), American Recovery and Reinvestment Act of 2009
(ARRA).

As you recall, these line items were formally incorporated under a previously-approved line item
contained in Supplemental Agreement No. 1 to Agreement OCS-ARRA-09-01. Specifically, in
Supplemental Agreement No. 1, Amended Exhbit I, a line item for $525,000 was included for
the Science Technology Engineering & Math Program (STEM) (Multiple Sites). At OCS’s
direction during discussions preparing Supplemental Agreement No. 2, HCAP listed its
contemplated expenditures for the STEM Program in the Equipment cost category of Second

" Amended Exhibit “I” under the following subcategories:

Computer Learning Lab Equipment (Multiple sites) ......coocovvrniinininnnen. $ 270,000.00
Multimedia/Recording Studio Equipment (Multiple Sites) ..........cevveeeenn. 165,000.00
Classroom Furniture and Equipment (Multiple Sites) .....covvvievivinircininnn 85,000.00

To reiterate, the Creative STEM initiative is an after-school program targeted to at-risk
elementary and middle school children. The program will be center-based and supported by a
high-technology environment. Attached to this memorandum is a synopsis of HCAP’s STEM
injtiative that describes the program delivery system in more detail, including the purposes of the
equipment to promote STEM learning.

As you are well aware, HCAP has continually kept OCS informed of our Creative STEM
program, including our plans to purchase the necessary equipment for five (5) separate STEM
sites, to be located geographically across Oahu, in conjunction with and with oversight by
HCAP’s five district centers. HCAP currently plans to operate Creative STEM programs at:
Kalihi-Palama (St.Elizabeth’s Episcopal Church social hall); HCAP’s Central District Center at

EXHIBIT G
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Makalapa Community Center; HCAP’s Leeward District Center in Waianae; HCAP*s Windward
District Center in Kahaluu; and HCAP’s Leahi District Center in Palolo Valley. Itis at these
sites that the STEM equipment and classroom furniture will be housed and utilized in safe and
secute facilities.

Among the equipment to be purchased includes 140 computers, 5 servers, and 12 printers, which
will be divided among the five sites; each site thus will host a 25 to 30-station computer center,
equipped with printers, appropriate software, and supporting material. Each classroom site will
also be equipped with a SmartBoard, Audio-Visual equipment (including a camcorder, 2
cameras, a projector, and a television screen), and be furnished with an average of 10 computer
tables, 25 chairs, and an office desk for a program manager/science instructor. In additionto a
classroom and computer lab, each STEM site will also be equipped with a multimedia/recording
studio that will include 5 student digital audio workstations and 1 administrative audio
workstation, at a cost of roughly $30,000 per site. The multimedia/recording studio plan for each
of the five sites was discussed with and approved by OCS.

HCAP represents that the all the above equipment will be used appropriately in CSBG-related |
setvices and programs. In this case, the STEM program is targeted primarily to low-income, at-
risk children in low-income communities. In fact, most of the contemplated sites are connected
to, or in extremely close proximity to public housing complexes, where children often do not
have the opportunity to access and participate in high-quality STEM programs. Further, as
described in the program synopsis, HCAP contemplates that during the periods when the STEM
sites are not in use by students, HCAP’s adult clients may be able to utilize the equipment for job
readiness, computer literacy, and life skills training programs that HCAP currently operates. All
of HCAP’s clientele are CSBG-¢ligible.

Finally, HCAP’s Board of Directors has approved and enthusiastically supports the HCAP
Creative STEM initiative and has indicated its support for the agency to sustain and grow the
program operations through existing funding avenues available through federal, state, county,
and private sources.

Attachment




Honolulu Community Action Program

Science, Technology, Engineering and Math (STEM) Initiative

'

Overview

HCAP's proposed STEM initiative is an after-school program targeted to at-risk elementary and middle-
school children, The program will be center-based and supported by a high-technology environment.

The primary focus of the program will be to improve the math and science skills of participating students
by offering a wide-range of STEM-related activities designed to be fun, engaging and informative. Other
related benefits will be improved reading skills and literacy, increased interest in academics and STEM-
refated fields, values development and strengthened community connections, The STEM program will
also provide an alternative to drugs and criminal activity to kids who are at high risk for these behaviors.

Program Description

The STEM program will have an initial capacity to serve 30 children. In a safe, fun after-school

" environment, children will work together on project-based, interactive lea rning activities and receive
individualized help with their schoolwork. Staff and volunteers wili provide support, instruction and
mentoring. Values such as cooperation, work ethic, respect, and social responsibility will be integrated
into the curriculum.

HCAP projects two staff will be required for the project: a full-time Program Manager responsible for
program development and administration, and a part-time Teacher responsible for developing lessons
and leading the after-school program. The program will also encourage community members to
participate as volunteers. Community Mentors will be adults, preferably from the children’s community,
who support the teacher in discipline, guidance and mentoring of the youth. (Effort will be made to
recruit mentors with similar cultural and language backgrounds as the children.) Junior Leaders will be
high school and/or college students with an interest in STEM who will encourage the children’s learning,
provide tutoring, and support the teacher in carrying out projects and activities.

The program requires a highly secured space and appropriate equipment to accommodate up to 30
children. Facilities will include: office space, classroom and project areas, storage, a computer lab with
Internet access, and additional multi-media capabilities. When not used for the after-school program,
District Center staff may use the facilities for trainings of HCAP adult clients in computer skills, job
readiness, and English as a Second Language.

EXHIBIT H
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Service Delivery

In a safe, fun after-school environment, children will work together on project-based, interactive
learning activities and receive individualized help with their schoolwork. Staff and volunteers will
provide support, instruction and mentoring, and create a safe, structured environment.

Engaging activities in a supportive setting will facilitate opportunities for success for young people who
face significant challenges in their daily lives. Participants will be encouraged to think, learn and grow,
both academically and personafly. :

The program will educate kids about the many ways that STEM topics are present in their daily lives, and
encourage their interest in STEM-related activities, educational pursuits and future careers.

DAILY SCHEDULE:

3 to 4 hours. The time wili be planned and led by the teacher, with flexibility for special projects, guest
speakers, and field trips. Sessions will provide a balance between fun time, homework time, structured
time, individual and group activities. A typical day will include:

- FunBlock: The incentive, the “hook” to encourage kids to participate. Keeps kids coming
back. May be computer games, visual and digital arts, music and recording studio, video
production, group activities.

- Homework Block (1 hour): Kids will do homework (in any subject), as independent study,
with help from volunteers. If finished with their homework, they can read or do a computer
learning activity. Children will be asked to bring their tests, homework and school projects
to receive assistance and individual tutoring. Gives staff an opportunity to track their
progress.

- Lab Block (1- 2 hours): Kids will participate in age-appropriate, fun STEM projects with
instruction and demonstrations from the teacher. Projects can range from robotics to
astronomy, plants to computer programming. Kids may participate in science and math
competitions, within HCAP, on-line, or with other schools and programs in the community.

- Snack: Program will include a healthy after-school snack

Projects introduced during the Lab Block will make learning about science, technology, engineering and
math more fun, exciting and engaging using “applied learning technigues” as opposed to textbooks.
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Community Need

18 percent of children in the United States live in poverty (13 million children).” In Hawati, 35% of young
people ages 6 to 11 live below 200% of the Federal Poverty Level.2 Many low-income families are not
able to provide supervision or learning opportunities for their kids during working hours, Especially in
Hawaii, childcare is costly and overburdened public schools are suffering budget cuts and the
elimination of many after-school and enrichment programs.

The increasing number of working parents and lack of out-of-school opportunities contribute to low
levels of educational achievement, inadequate skill sets, lack of pro-social activities, declines in family
and community involvement, all of which are risk factors for children in poverty. Children without
positive after-school activities are also at a higher risk for developing alcohol and drug dependence.

Through programs during out-of-school hours, elementary and middle school students can benefit from
social interaction, adult mentoring, academic achievement, values development and pro-social skilt
building. An after-school approach is key to helping low-income children and youth overcome the many
barriers they face.

' Fass, Sara, Dinan, Kinsey Alden, and Aratani, Yumiko. Child Poverly and Intergenerational Mobility. National Center for Children in
Poverty. Columbia University. December 2009.

2 U.S. Census Bureau, Census 2000. (Cited in Hawaii Kids Count: Snapshot of Hawaif's Youth {ages 6-11). Center on the Family,
University of Hawai'i at Manoa.)
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CONTRACT 1.D. NO.: OCS-ARRA-09-01 Page 1 of 5

SECOND AMENDED EXHIBIT I

Service Activity Title: ~ Community Services Block Grant Program
American Recovery and Reinvestment Act of 2009

Provider: Honolulu Community Action Program, Inc.
BUDGET

PROGRAM AND SERVICES

Operating Costs:

Personnel Costs (Salaries) ..... $ 124,396.00 .

Other Personnel Costs............ 39,248.00 t
Other CULTent EXPENSES .c.orvveriersienserirrrrniesrirnsimssreresinass e ssmrasssseesssensrenes 2,374,420.00 i
BQUIDITIENIE 1o eerreeseeerse e neessesesssesseeesssesssse s seesssaseeesssessresene e 528,250.00 ‘
TOTAL $3,066,314.00

BENEFITS AND ENROLLMENT COORDINATION FUNDS .......cccoooveiraee. $  12,500.00
|

TOTAL FEDERAL FUNDS AWARDED $3,078,814.00 i

EXHIBIT I
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SECOND AMENDED EXHIBIT I

PROGRAM AND SERVICES - $3,066.314.00

Personnel Costs:

Exccutive DIt6tor msassimsssommmmnamsmmssimm e bl SR—————.
Director of Community Programs.........ccoccovereeriininens {0:03) s
RECEPHONISE vvvvneirerirsinsieeerrersreneemaesmesiemsssisessenesssesese LOA0B Y s owmmarormen
Grant Writer/Fund Development Specialist................ (0.02).0cciieiee e

Human Resources Administrator.......ccevnvicniirinenn
Employee Benefit Specialist..umsmirsnesmimmims i
Human Resources ASSIStant ......cocecvveerenviiniieiininn
Human Resources ASSISTANT .ov.vvvvviveericrienennsnsesnnins
Director of Finance/Planning...........cccceverevnvvecinneinins
Assistant Director of FInance .........ccoveverevnnnes

Senior Accountant/Grants Manager
Accounting Specialist

Accounting Specialist

Payroll SPecialist wmmmmemimmsspmswssimsrssmesmssiesme

Accounts Payable Clerl.. v ({10 FA————
Accounting ASSIStANT.......oivviiiveiinie e (LD msssmmssumammnns
ACCOURHING SEOTELATY 1vuvensssivnssinssisses ssanensssnssissiponsnsatins (U1 I ——————
L NIIEDE  srucpmsmmmvenaissonsnses s st o ki (V07,5 T
Senior Community Service Manager (Central)............ (D08 cssnonsisinpmssrsans
Employment & Training Coordinator ..........ovinn (0550 s covmmmemmnnres
Community WOrker .....occveuniiniiiniinmsesimnisisaessesissenenes ({82015 T ————
Community Worker......oveviviievriiinniinninn (05 mmemm s
Community Service Manager — Leahi........c.cccorueennee. (0.05).eci e
Cammunity Worke e (G415 ————
Community Service Manager — Kalihi-Palama) .......... (008 )isssmmposmsson
Community WOTKer ,......covourieerieireseeinecienserenine (DR £l pm————————

Community WOrker . ..o vvvveeireercenermrnmmeeresinnnssinn (OB s
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$ 1,197.00
1,145.00
490.00
455.00
795.00
614.00
511.00
511.00
1,534.00
1,762.00
865.00
477.00
563.00
563.00
2,114.00
19,312.00
716.00
614.00
1,561.00
10,836.00
1,130.00
828.00
1,164.00
628.00
1,211.00
804.00
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SECOND AMENDED EXHIBIT I Page 3 of 5

Community Service Manager — Waianae.................... (D08, vunsssssermsrmsntinsessss 1,199.00
Community Worker......o.o.ooovvviiiinnimmrcnne e (0.05)ciieieicciens 804.00
GOt I WK sy LU spmmimsivpmisovssonss 682.00
Community Service Manager — Windward.................. (MBI ————— 1,182.00
Clotamunity Worker: s ssramsiimamasimsmmmssies D08) e 804.00
Conmmanity Worker o rimmmmsimasnstmsasammss 0500, s, 804.00
Proptanm MaDEZET s it s s s (1.00)...coriiieeeirrens 33,852.00
Program A umsiimansasass s i @ 510 o) FH———— 12,553.00
PO ST ATOE s s s e (107310 PR———— 19.312.00

TOTAL $124,396.00

Other Personnel Costs:

Payroll Taxes and Assessments: !

Sl B N s T S e S ST R e s s snenmesas $ 9,516.00
Unemploymient INSUTANTE. ... ouswmmmismsmaissomsmssissiessmeismsssasmissmmssss 3,794.00
Wotkers” ComPeTBaION vsessuosismssamssyimsm s o bR 1,804.00
Temporary Disability TNauranCE s comswerssa i s wsmss a5 1,742.00
Fringe Benefits:

Health: TS UNATIEE omsimnmes s G s s e iatin dunness s se s omnap asaimesamons 12,440.00
R T EOTHTOEIT, st it s s S SRS A B S 9.952.00

TOTAL $ 39,248.00

Other Current Expenses:
$ 23,219.00

SUPPIES 11ttt et et e st s ren s
Postape, Freight & DEliVEIY .o cossassmmmasesssicmisssssisss iavssmimansissssivammsas 550.00 4
T TR o vsa i s S SR R S S A T 2,575.00 l
Mileupe ReImbUISBIENT i inssimmmssossmsiuitmi s @i i 7,051.00
LS 22 o] T T — 2,000.00
Independent AUdit ... e 2,000.00
Contractual Services — Program/Administrative ..o neeicsen, 1,485.00

Membership, Subscription & Professional ACtivities ......co.ocevceirecinrinnnnnnenns 3,000.00
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SECOND AMENDED EXHIBIT I

ARRA Programs & Projects — 2,332,540.00:

District Center Programs
Emergency Housing Assistance for Working Families..........ooveen.

Bl PASS08nprmamrer s i e S
Good Neighbor Fund/Support Services....
Enfeigeney Eeray ASSISIANES wuwsummnmmsmisasismimisssmmarieiie

Repair & Maintenance (Program Sites).........ccvivecmecineercnirersensinriieeerens

Senior Community Services Employment Program
Food Assistance
TS PR R o A 0 P S P SR

Youth Services Program
Post-Secondary Education Assistance
Work Experience Training Assistance
U D TS 0 ven 0 5 s s A 5 AR GO R

Kalaeloa Shelier Stabilization Program
Food Assistance
Bt PASEES s s s s o me e et
Housing/Shelter Assistance
Shelter Equipment & Furnishings

Feeding Program
Institute for Human Services
RV OF FiTle s sassmsatoos o v s s s o SR S s

Partnership & Linkages™*
* HCAP confirmed at a presentation of its revised CSBG ARRA Plan on 2/24/10
to use performance-based contracts incorporating a milestone payment system.
HCAP by executing contracts with the agencies listed below assures OCS that
these agencies will deliver the agreed to services and expend these funds.
TRV LAVERAET ssavsisvsnsssasnnsicsossass sonsmsnasiaseaivars i eoe i by rras st
Catholic Charities of Hawaii .
Pacific Gateway Center
Goodwill Industries of Hawail, INC. co.ovveviceeiiveirier s s erveenesionn s
H-5 Hawaii Helping the Hungry Have Hope ....
NACHABTISL.... iccommissuiisivns basirmosssiers s SR i o TR e
Hawaii Technology INSHIULE ......cccoremrvrrerierireneerenssrmrsrensensvereesrererenss

TOTAL

60,000.00

$2,374,420.00 !
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76,520.00
56,520.00
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250,000.00

85,000.00

50,000.00
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Equipment:

Computer Learning Lab Equipment (Multiple Sites).........c....ouvensnsiviininnn $ 270,000.00
Multimedia/Recording Studio Equipment (Multiple Sites)........cvcriunirminirrene. 165,000.00
Classroom Furniture & Equipment (Multiple Sites) .o 85,000.00
{07101 9111{3ct> SRS ST O U TR 6,750.00
L 1 T — 1,500.00

TOTAL $528,250.00

BENEFITS AND ENROLLMENT COORDINATION FUNDS - $12,500.00

Marketing:
Designed & Produced Agency Printed Materials.........ccoerirvienineicneniiinn $  3,500.00
Bantiersi & STQNATE  ramssvonsnm s s s s e o8 55 o e S R 2,500.00
Public Outreach Equipment & Supporting material........ccccvcmeieeierinnnsneions 3,500.00
‘Website Development Services — 6 Flip Style Videocameras .........c.ccoeevveennns ___3.000.00

TOTAL ¥ 12,500.00

¥

iy

ot

58 iy B

oy 1.9
S

T
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