











Appendix VI: Georgia

Macon Housing Authority

expects to complete its plans for spending the additional $2 million by
October 30, 2010. The work will include renovations to common areas and
exterior and site improvements. Renovations are expected to be
completed on all the properties by August 2011.

The Macon Housing Authority received about $4.8 million in Recovery Act
formula grant awards. As of August 7, 2010, the housing agency had
obligated all of its funds and drawn down approximately $2.3 million
(about 49 percent). The agency plans to use all of these funds to complete
a major rehabilitation of a 250-unit housing development called Pendleton
Homes. The planned work includes remodeling the bathrooms and
kitchens; replacing appliances, windows, doors, and flooring; repainting;
improving landscaping; and resurfacing parking lots and streets (see fig.
9). As of August 6, 2010, 81 units had been completed and others were
undergoing renovation.

_________________________________________________________________________________|]
Figure 9: Renovated Kitchen at Pendleton Homes

Source: GAO.
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HUD Expects Housing
Agencies in Georgia to
Meet the Obligation
Deadline for Competitive
Grants, but the Macon
Housing Authority Faces
Challenges

In Georgia, five public housing agencies received about $14 million in
Public Housing Capital Fund competitive grants for the creation of energy-
efficient communities and improvements to address the needs of the
elderly or persons with disabilities.” As of August 7, 2010, four of the five
agencies had obligated about $1.1 million (approximately 8 percent) and
had drawn down $523,956 (about 4 percent).

The Recovery Act requires housing agencies to obligate 100 percent of
their Public Housing Capital Fund competitive grants within 1 year of the
date they received the grants, or by September 2010. To help public
housing agencies in Georgia meet this deadline, two HUD field office staff
in Atlanta are providing assistance through e-mails and phone
conversations. According to HUD field office staff, the five public housing
agencies that received competitive funds are not at serious risk of missing
the obligation deadline. However, officials stated that the Macon Housing
Authority faced some challenges in meeting this deadline due to the
complexity of the project and multiple types of financing involved. The
project requires the approval of HUD headquarters, the state housing
finance agency, and others and is not expected to close until just prior to
the September 2010 deadline.

We visited the Macon Housing Authority to determine the status of its
competitive grant. The agency will use the $8.6 million grant awarded
under the energy efficiency community category for substantial
rehabilitation of a 100-unit housing development. Agency plans include
wrapping the exterior of the buildings in a rigid insulation system covered
with siding; re-engineering the roof with a higher pitch to allow for more
insulation and more efficient duct work for heating and air systems; and
installing energy-efficient windows and heating and air systems and water-
conserving appliances and fixtures. Also, the units will be reconfigured to
reposition doors and windows to give the appearance of single-family
houses. The agency had planned to start the work in April 2010 and
complete it by December 2011. However, officials told us the construction
start date has been delayed due to complications in getting the complex
financing—which includes competitive grant funds, bonds, and low-
income housing tax credits—approved. Officials stated that once the
agency closes on the financing in mid-September 2010, the project will be
100 percent obligated. To date, the agency has hired architects and various

®A total of six competitive grants were awarded. One housing authority, the Housing
Authority of the City of Savannah, received two grants.
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consultants, designed the project, selected the general contractor, and
received the first round of project bids. After the agency closes on the
financing, officials stated they will be prepared to simultaneously issue a
notice to proceed and sign the general contractor’s contract.

HUD Field Office Staff
Have Conducted
Monitoring of Recovery
Act Grants

HUD field office staff in Atlanta have conducted oversight of Recovery Act
formula and competitive grants. For the formula funds, they conducted 63
“quick look” reviews of public housing agencies that had not obligated 90
percent of their funds as of February 26, 2010. They wanted to ensure that
funds obligated after that date, but before the March 17, 2010, obligation
deadline for formula grants, were for eligible activities. According to HUD
officials, these agencies all met the obligation deadline for formula grants
and accurately completed contract activities per HUD and Recovery Act
requirements. For the competitive funds, staff told us they had conducted
remote reviews of obligations at four of the agencies. HUD headquarters
staff will perform the remote review of the Macon Housing Authority. HUD
field office officials stated that the additional oversight requirements
associated with the Recovery Act programs had not affected their ability
to meet their responsibilities for oversight, monitoring, and technical
assistance for regular capital fund management. Similarly, the receipt of
Recovery Act funds does not appear to have affected the ability of housing
agencies in Georgia to obligate their regular capital funds. According to
HUD officials, all but one agency in Georgia met the June 12, 2010,
obligation deadline for 2008 regular capital funds. The Housing Authority
of the City of Savannah received a 1-year extension due to a loss of a
major financial commitment. HUD headquarters determined that this
event was beyond the control of the agency and granted the extension.

Housing Agencies Have
Reported Jobs Funded
with Recovery Act Grants

The three public housing agencies we interviewed have submitted the
quarterly recipient reports required under the Recovery Act. To determine
the number of jobs funded, officials at the agencies told us they rely on
certified payrolls from their contractors to calculate FTEs. All three
agencies had procedures in place to review data prior to submission.
Atlanta Housing Authority officials explained that three staff, including the
chief operating officer, review the report before submission to
FederalReporting.gov. According to Macon Housing Authority officials,
the Director of Technical Services reviews the information prior to
submission. Athens Housing Authority officials stated that the financial
data are reviewed by two staff prior to submission.

Page GA-36 GAO-10-1000SP Recovery Act



Georgia’s
Accountability
Community Continues
to Audit Recovery Act
Funding

Appendix VI: Georgia

The State Auditor, the State Inspector General, and agencies’ internal audit
departments continue to be responsible for auditing and investigating
Recovery Act funds. As we reported in May 2010, the State Auditor’s
oversight of Recovery Act funds occurs primarily through the Single
Audit.” The fiscal year 2009 Single Audit was the first Single Audit for
Georgia that included Recovery Act programs.™ It identified 51 significant
internal control deficiencies related to compliance with federal program
requirements, of which 14 were classified as material weaknesses. Some of
these material weaknesses and significant deficiencies occurred in
programs that included Recovery Act funds. For the fiscal year 2010 Single
Audit report, the State Auditor plans to include audits of Recovery Act
programs administered by GEFA and the Georgia Departments of
Community Affairs, Community Health, Corrections, Education, Human
Services, Juvenile Justice, Labor, and Transportation.

The State Inspector General continues to take a complaint-based approach
to investigating alleged misuse of Recovery Act funds. Citizens can submit
complaints directly to the Inspector General using a form on its Web site.
Since we last reported in May 2010, the office has received two
complaints—one that was resolved without a finding of fraud, waste,
abuse, or corruption and one that is still under investigation. In addition,
each state agency is required to notify the Inspector General when a
complaint is filed with the agency. For example, GEFA has received five
complaints about the weatherization program, which involved issues such

“GAO-10-605SP. Single Audits are prepared to meet the requirements of the Single Audit
Act, as amended, (31 U.S.C. §§ 7501-7507) and provide a source of information on internal
control and compliance findings and the underlying causes and risks. The Single Audit Act
requires states, local governments, and nonprofit organizations expending $500,000 or
more in federal awards in a year to obtain an audit in accordance with the requirements in
the act. A Single Audit consists of (1) an audit and opinions on the fair presentation of the
financial statements and the Schedule of Expenditures of Federal Awards; (2) gaining an
understanding of and testing internal control over financial reporting and the entity’s
compliance with laws, regulations, and contract or grant provisions that have a direct and
material effect on certain federal programs (that is, the program requirements); and (3) an
audit and an opinion on compliance with applicable program requirements for certain
federal programs.

MAccording to data from the Federal Audit Clearinghouse, which is responsible for
receiving and distributing Single Audit results, it received Georgia’s Single Audit reporting
package for the year ending June 30, 2009, on June 24, 2010. This was almost 3 months after
the deadline specified by the Single Audit Act. The State Auditor explained that they had
initially submitted the Single Audit reporting package to the clearinghouse on March 18,
2010, which was within the deadline. However, due to a technical issue, the data collection
form (which is part of the reporting package) had to be revised and resubmitted in June
2010.
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as potential fraud and hiring practices. In response to one of the fraud
complaints, GEFA required a community action agency to return
approximately $9,000 to the state because the agency had been reimbursed
for office furniture that was not received. The State Inspector General
reviewed these complaints and GEFA’s responses and was satisfied with
the actions taken.

A number of state agencies including GEFA and the Georgia Departments
of Community Health, Education, Human Services, and Transportation
have internal audit departments that plan to audit or are already auditing
Recovery Act funds. For example, GEFA conducts fiscal audits that focus
on the contractual, administrative, and accounting aspects of the
Weatherization Assistance Program. As of August 6, 2010, GEFA had
issued fiscal monitoring reports that identified risk and control
weaknesses at two of its weatherization service providers. One report
included five recommendations related to procurement practices and
liability insurance, among other concerns. The second report included four
recommendations related to procurement and billing, among other
activities. Both providers agreed with the recommendations and planned
to make the suggested changes. In addition, the Department of Community
Health’s internal audit department reviewed the agency’s first round of
recipient reporting. The auditors identified information that appeared to
be missing or duplicated across programs and required the agency to
provide explanations.

The State Accounting Office (SAO) continues to monitor Recovery Act
funding. For example, it oversees Recovery Act recipient reporting by
providing state agencies with technical assistance, reviewing the data each
state agency submits, and collecting the data required for the state’s
Recovery Act Web site. SAO holds periodic implementation team meetings
with agency officials responsible for recipient reporting to disseminate
guidance and discuss deadlines, processes, and other issues related to the
reports. Each quarter, SAO requires state agencies to submit copies of
their recipient reports so that the office can review them for
reasonableness and potential inaccuracies. After the review period, SAO
reconciles the data it received from agencies against information posted
on Recovery.gov and supplies the data needed to populate the state’s
Recovery Act Web site. According to SAO officials, state agencies
generally are comfortable with the reporting process and said that they
experienced no challenges related to the most recent reporting round.

In addition, SAO has launched an internal control initiative to enhance
accountability for Recovery Act funds that began in June 2010 and
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Recovery Act Funds
Have Helped Georgia
Balance Its Budget
and Enabled
Localities to Fund
Needed Capital
Projects

provided internal control training to 28 state agencies.” According to SAO
officials, many of these agencies were identified as high-risk in the fiscal
year 2009 Single Audit and have received Recovery Act funds. After the
training, each agency was required to identify an internal control officer.
In addition, each agency had to complete an internal control self
assessment tool, which covered internal controls in place for six general
areas, such as financial reporting, revenue, and Recovery Act funds.
Furthermore, SAO plans to hold monthly group meetings with the internal
control officers similar to those held with the state officials responsible for
recipient reporting. The selected agencies also will be required to certify
that all necessary controls are in place and working by the end of fiscal
year 2011. According to SAQ, it has identified two state agencies—the
Departments of Education and Human Services—to work with a
consultant on an in-depth risk-assessment initiative. SAO plans to leverage
the results of the initiative with other state agencies. SAO also plans to
work with the federal Recovery Accountability and Transparency Board to
conduct two regional training sessions—one specific to the Department of
Transportation and the other related to Medicaid.

Georgia has incorporated Recovery Act funding into its budget for fiscal
year 2011, but also has planned future budget reductions in anticipation of
the end of funding under the Recovery Act. Localities we visited began
receiving Recovery Act funds, and they had varying budget situations.

*ISAO also provided the training to several universities and technical colleges.
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Georgia Used Almost $2
Billion in Recovery Act
Funds to Balance Its Fiscal
Year 2011 Budget

Georgia’s budget for fiscal year 2011 is $38.2 billion.” It includes
approximately $1.9 billion in Recovery Act funds, including about $749
million in increased Medicaid Federal Medical Assistance Percentage
(FMAP) grant awards.” Georgia is preparing for the cessation of Recovery
Act funds by planning additional budget reductions. The budget office has
issued budget instructions directing agencies to submit 6, 8, and 10
percent reduction plans for fiscal year 2012. For the Georgia Department
of Education’s primary elementary education funding formulas, the budget
reduction plans are 2 and 4 percent. Also, the state is projecting moderate
revenue growth. Revenue collections improved in June 2010 by 3.8 percent
compared to June 2009, but overall revenue collections for fiscal year 2010
were down 9.1 percent compared with fiscal year 2009.

Recovery Act Funds Have
Helped Selected Localities
in Georgia Fund Additional
Projects

Columbus Consolidated
Government

We visited two local governments—the Columbus Consolidated
Government (Columbus/Muscogee County) and the Unified Government
of Athens-Clarke County—to discuss their use of Recovery Act funds and
fiscal condition.™

According to consolidated government officials, Columbus had been
awarded about $17.5 million in Recovery Act funds as of August 6, 2010
(see fig. 10).” The largest award was a $3.4 million transportation grant for
a pedestrian bridge. The consolidated government also was awarded funds
under the Transit Capital Assistance Program, Homelessness Prevention
and Rapid Re-housing Program, and the EECBG Program, among others.

The Governor signed the fiscal year 2011 budget on June 4, 2010. The state’s fiscal year
begins on July 1.

*Medicaid is a joint federal-state program that finances health care for certain categories of
low-income individuals, including children, families, persons with disabilities, and persons
who are elderly. The federal government matches state spending for Medicaid services
according to a formula based on each state’s per capita income in relation to the national
average per capita income. The rate at which states are reimbursed for Medicaid service
expenditures is known as the Federal Medical Assistance Percentage (FMAP). The
Recovery Act provides eligible states with an increased FMAP for 27 months from October
1, 2008, through December 31, 2010. Recovery Act, div. B, title V, § 5001, Pub. L. No. 111-5,
123 Stat. at 496. On August 10, 2010, federal legislation was enacted amending the Recovery
Act and providing for an extension of increased FMAP funding through June 30, 2011, but
at a lower level. See Pub. L. No. 111-226, § 201, 124 Stat. 2389 (Aug. 10, 2010).

*We chose these locations because they represented a mix of population sizes and
unemployment rates and were consolidated city/county governments.

»The Recovery Act funds awarded are a combination of funds awarded directly to the
locality and funds passed through the state.
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According to Columbus officials, the Recovery Act funds have helped the
capital fund budget to a great extent by allowing the consolidated
government to continue implementing or accelerate projects that
otherwise would have been delayed. For example, the government’s
transit operator will be able to replace seven buses that had met or
exceeded their recommended life. Columbus officials stated that most of
the projects funded by the Recovery Act were one-time projects and
therefore it was not necessary to develop a strategy for winding down
their use of the funds. Columbus plans to continue funding infrastructure
projects through its normal funding streams for transportation projects
(state/federal) and the Local Option Sales Tax.

Figure 10: Columbus Consolidated Government Profile and Recovery Act Funds

Demographics

Recovery Act funding reported by
Columbus Consolidated Government

Estimated
population (2009): 190,414
Unemployment Awarded $17,538,138
rate (June 2010): 9.7%
FY11 budget: $280 million
(change from FY10): (19.22%) 38% Application pending $30,000,000
Locality type: Consolidated Not awarded $30,854,232
city/county
Total: $78,392,370

Sources: (Left) U.S. Census Bureau data; U.S. Department of Labor, Bureau of Labor Statistics, Local Area Unemployment Statistics;
budget documents; and Art Explosion (map). (Right) Columbus officials.

Note: The population is from the latest available estimate, July 1, 2009. The unemployment rate is a
preliminary estimate for June 2010 and has not been seasonally adjusted. The rate is a percentage of
the labor force. Estimates are subject to revision. Percentages do not add to 100 due to rounding.

Columbus had a balanced fiscal year 2011 budget of about $280 million. To
balance its budget, Columbus officials delayed some projects, capital
items, and pay increases.

According to officials, Columbus formed a cross-departmental team—
comprised of a deputy city manager, the finance director, the internal
auditor, and the heads of the departments that received funding—that
provides regular oversight of Recovery Act funds. In addition, the finance
department reviews Recovery Act expenditures, and the city’s internal
auditor plans to audit each Recovery Act program at its conclusion. To
date, the internal auditor has completed one report on the Workforce
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Unified Government of Athens-
Clarke County

Investment Act summer youth program. The auditor reviewed selected
employee records to ensure that the supporting documentation was
sufficient and selected reports sent to governing agencies for accuracy and
completeness. The auditor did not have any findings or make any
recommendations for the program.

Regarding the recipient reporting required by the Recovery Act, Columbus
officials stated that each department and program manager is responsible
for collecting and reporting the information. The cross-departmental team
meets to discuss the reporting process, and each department provides a
copy of the reports to the auditor and grant accountant. At the conclusion
of each project, the auditor reviews the reports to ensure that they are
accurate. Columbus officials stated that they have had some challenges
regarding how to count the jobs resulting from the bus purchases.”

According to government officials, Athens-Clarke County had been
awarded about $13.3 million in Recovery Act funds as of August 6, 2010
(see fig. 11).” The largest award was a Clean Water State Revolving Loan
Fund Program loan from GEFA totaling $8 million.® Other funding came
from programs such as the Edward Byrne Memorial Justice Assistance
Grant Program, the Homelessness Prevention and Rapid Re-housing
Program, and the EECBG Program. Athens-Clarke County officials stated
that most of the funding received allowed them to fund some previously
identified projects that had been delayed due to a lack of funding. The
officials also stated that in identifying and applying for Recovery Act
funds, they focused on grants with limited ongoing funding requirements.
Because the three positions added using Recovery Act funds were
temporary positions, they did not anticipate any future fiscal challenges
related to Recovery Act funds being completely expended.

*In September 2009, we reported that a number of transit agencies had expressed
confusion about calculating the number of direct jobs resulting from Recovery Act funding,
especially when using Recovery Act funds for purchasing equipment. See GAO, Recovery
Act: Funds Continue to Provide Fiscal Relief to States and Localities, While
Accountability and Reporting Challenges Need to Be Fully Addressed, GAO-09-1016
(Washington, D.C.: Sep. 23, 2009).

The Recovery Act funds awarded are a combination of funds awarded directly to the
locality and funds passed through the state.

58Forty percent of the loan was a grant due to principal forgiveness.
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Figure 11: Unified Government of Athens-Clarke County Profile and Recovery Act Funding

Demographics

Recovery Act funding reported by Athens-Clarke County

Estimated — .
population (2009): 116,342 Application pending $0
Unemployment Awarded $13,309,705
rate (June 2010): 8.3%
FY11 budget: $174 million
(change from FY10): (-0.63%) T77% ® Not awarded $45,728,590
Locality type: Consolidated
city/county
Total: $59,038,295

Sources: (Left) U.S. Census Bureau data; U.S. Department of Labor, Bureau of Labor Statistics, Local Area Unemployment Statistics;
budget documents; and Art Explosion (map). (Right) Athens-Clarke County officials.

Note: The population is from the latest available estimate, July 1, 2009. The unemployment rate is a
preliminary estimate for June 2010 and has not been seasonally adjusted. The rate is a percentage of
the labor force. Estimates are subject to revision.

Athens-Clarke County has a balanced total fiscal year 2011 budget of
approximately $174 million. To balance the budget, elected officials
increased property taxes, approved 2 furlough days, froze pay for the
second consecutive year, and increased the medical insurance
contributions by staff and retirees. According to officials, Athens-Clarke
County contracts with an external auditing firm, which reviews the
government’s basic financial statements. As part of the required annual
financial audit, the auditing firm will review Recovery Act funding
activities. Athens-Clarke County also has an internal auditor whose
mission is to audit the fiscal affairs and operations of various departments,
but the auditor does not currently have plans to review Recovery Act
funding specifically.

Athens-Clarke County officials stated that each department that received
funds is responsible for the recipient reporting required by the Recovery
Act. The Assistant Manager reviews the reports prior to submission to
FederalReporting.gov or the prime recipient if Athens-Clarke County is a
subrecipient of funds. Officials verify that the information is correctly
reported; however, they do not use the data for public reports or other
internal purposes.
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We provided the Governor of Georgia with a draft of this appendix on
August 16, 2010, and a representative from the Governor’s office
responded on August 18, 2010. The official agreed with our draft, stating
that it accurately reflects the current status of the Recovery Act program
in Georgia.

Alicia Puente Cackley, (202) 512-7022 or cackleya@gao.gov

John H. Pendleton, (404) 679-1816 or pendletonj@gao.gov

In addition to the contacts named above, Paige Smith, Assistant Director;
Nadine Garrick Raidbard, analyst-in-charge; Waylon Catrett; Chase Cook;
Marc Molino; Daniel Newman; Barbara Roesmann; and David Shoemaker
made major contributions to this report.
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