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/Isigned//
FROM: Donna M. Hawkins

Acting Director, Inspections and Evaluations DivisidBAH

SUBJECT: Follow-up d thelnspections and Evaluations Division Its Inspection of the

State of Loui sianadés Road Home EIl evatio

CompliancglIED-09-002, March 2010)

INTRODUCTION

We completed a followup review regardingur recommendations made the U.S. Department
of Housing Urban and Developmentds (HUD)
(CPD) pertaining to our inspection of the
program, IEB09-002, issued in March 201@Ve initiated this review as part of our annual work
plan.

The objective othereview was to determine whether tBate of Louisiandadimplemented
thefour recommendations in odarch 2010report One recommendation was addressed and
closed at issuance dfe report.During thisfollow-up review, we agreed to clostvo additional
recommendationsased on the documentation provided by CPD and the. Statdhe

remaining recommendatiorgardingthe recovery of $3.8 million awarded to 158hcompliant
homeavners,documentation showetiatthe State had recovered omlgproximately$200900

of the awardunds

Asof August 312012t h e Slbcameantdtisshowedthatatotal of24,042 homeowners
eitherwerenoncompliantincluding those that had netevated their homeswere
nonresponsivieor did not providesufficientsupportingdocumentation Thereforethe Statelid
not have conclusive evidence tlia¢ $698.5 million in Community Development Block Grant
(CDBG) disaster recoveryndshad beemsedto elevatehomes Consequentlythis
recommendation remains opandhas beemevisedbased on our follovup reviewdue tothe
increaseachoncompliance among homeowners who received elevation grants.
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METHODOLOGY AND SCOPE

We performed our review ¢teHUD Of f i ce of | n O Netv ¥arkreGenaler al 6 s
officcof CPD6s and t he fré&Maictetiraughddogost20E2nt at i on

We interviewedC PD6s Of fi ce of BDisastekRedver and Spkaaklssises a n c e
Division Assistant Directoand staff to determiniieir efforts to require the State to implement

the three recommendations in our March 2010 repti interviewed theeputydirector of the
Statebs Office of -DisastenRecovetyYnitDaeteznine measures taken

to implement the three recommendatiolée r evi ewed documentation pr
Di saster Recovery and Speci al | ssues Division
the periodrom the March 2010 report to August 31, 2012, pertaining tadtens taken by the

State to implement the recommendations and the current status of the home elevation program.

We relied on CPD andtheStat®é s r evi ew of (Theefordvwedid metestheat i o n .
resultsidentifiedin thedocumenation nor did we conductphysical inpectons

We conducted ik review in accordance with the Quality Standards for Inspection and
Evaluation issued by the Council of the Inspex@eneral on Integrity and Efficiency.

BACKGROUND

On December 23, 2005, Congseapproved a $29 billion package of Gulf Coast hurricane relief

funds The package included $11.5 billion for CDBG disaster receftargied programs, which

areadmi ni stered by CPDO6s OfiDisaster&Recovery dd Special Gr an't
Issues Diision. The package included a provision that no sii8ge could receive more than

54 percent of each allocation within the packagelD awarded the full 54 percent of its $11.5

billion hurricane relief allocation to Louisiana, resultingai$i6.2 bilion award. In June 2006,
Congress approved an additional $4.2 billion
Road Home programThe Road Home program has disbursed $8.96 billion to eligible

homeowners, of which $940.5 million funded thetSea6 s Road Home EIl evati on
program.

The CDBG disaster recovery funds were authorized by Congress under supplemental
appropriatioslaws'whi ch aut hori zed HUDG6s Secretary to r
regulations that could impede the promppiementation of disaster relief programs and allow

States to design and implemeheir owndisaster relief programs. Upon request fromStage

receiving disaster recovery CDBG funds, the Secretary could waive certain Federal statutes and
regulations.The Federal Register, Vol. 71, No. 114, issued June 14, 2006; states

Compensatioffor disastefrelatedlosses or housing incentives to resettle in Louisiana
The state plans to provide compensation to certain homeowners whose homes were
damaged duringhe covered disasters, if the homeowners agree to meet the stipulations
of the published program desigiihe state may also offer disaster recovery or mitigation
housing incentivet promotehousing development or resettlement in particular

! Department of Defense, EmergenaypBlemental Appropriations to Address Hurricanes in the Gulf of Mexico,
and Pandemic Influenza Act, 2006, P.L. 108, December 30, 2005



geographic aiEs. The Department is waiving the 1974 Act and associated regulations to
make these uses of grant funds eligible.

The Statebés Office of Community Devel opment a
advisory board, developed the Road Home program@6 B assist homeowners with the costs

of repairing properties damaged by Hurricanes Katrina and Riteough the Road éme

Elevation Incentiveward, t offered an eligible applicant a CDBG disaster recovengled

grant of up to $30,000 in return fobanding incentiveagreement to elevate and reoccupy the

home the owner lived in at the time of the hurricanes and to use ihas o primary 0 s

residence within 3 years of signing the grant agreement.

In addition to the CDBG disaster recovery fufmisthe Road Home Elevation Incentive
programthe State was approved to receive supplemental funding for elevation adivibiaegh
theFeder al Emer gency (MaMA)HgzarchMitigationArgnePnogramd The
State provided up to $100,000programfunds (based on actual construction costs) to eligible
homeownerso elevae their homes to comply with, at a minimuthe requiredEMA elevation
heightfor the area Unlike the Road Home elevation grant, elevation costs were paid on a
reimbursake basisand inspections were required before final payments would be disbursed.

Through theRoad HomeElevationincentiveagreement,lie State compensalteertain
homeowners whose homes were damaged during the covered disagtacsepting a Road
Home ElevationIncentivegrant, the homeowner agreed to

1 Comply with applicableelevationrequrements
1 Comply with buildingandmarufactured busingcodes and
1 Maintain homeowner and flood insurance.

Further, he ElevationIncentiveagreemenspecifically statecthat if the homeownedid not
elevatehis or hethome within 3 years of the signed agreement, the owner must repay the full
grant amount to the Statd@he grant amounts awarded to the eligible homeownerese
disbursed in one lump sum directly the homeowneupon signing the binding agreement

RESULTS OF REVIEW

In our March 2010 report, we made four recommendationsaghésed to closthree ofthe
recommendations cited in our March 2010 report éppendix Afor additional details The

remaining recommendation required the State to enforce program remedies for noncompliance as
stated irnthe bindinggrant agreements, starting with recovery of888 million in grant funds

from 158 noncompliant homeownersaar sample. Specifically, thereport stated that 158 of

our sample of 198omeownerfiad not elevated their homes.

In response towr 2010report, the Eate conducted site visits 100 perceniof the 199
homeownersncluded in our sampleAs of DecembeR011, the &atehaddeternined that there
were 149 noncompliant homeowners who had not elevated their hdimes, & the time of the
site visits,only 50 homes had been elevaiethe State conducted phone interviews with 52
noncompliant homeownerg/ho providedreasonssuch asnoneyand contractor issugi®r not



elevating their homesDespite the low compliance ratbe Stateeported that 18fiomeavners
hadreturned to their homes

As of April 27, 2012, only 18 of these noncomplidmmimeowners had returned grant funds
either in full or in parfto the State. Grant recoveriigsm thel8 homeowners totaled
approximately $200(30.

Based on our recommendation, Btatealsoperformed a review dfs Road Home elevation
grant recipientsvho had reached the3ryear compliane period As of August 31, 2012he
Statd s r evi ew dHAO42Mmemedweeds, whdreceived $698.5 million in CDBG
disaster recovery fungdsitherwere noncomplianincludingthosewho had not elevated their
homeswerenonresponsivieor did notprovide sufficient documentatior herefore, this
recommendation remaimpenandhas beemevised based oour follow-up reviewdue tothe
increasedchoncompliance among homeowners who received elevation grants.

High Homeowner Noncompliance and Low Reogery of Grant Funds

We reviewed the documents provided®@§D andthe StattBased on t he S4 at eds
of August 31, 2012, the State had distributed $940.5 million in elevation grant funds to 32,319
homeowners, with an average grant amount 8 2. The 3-year compliance period had

expired for 28,188 (or 87 percent of all program participants) homeowhese homeowners

received $817.7 million.

The State miked a monitoring survey to alomeowners whose compliance period had expired.
Based on the surveys received as of August 31, 2012, the State determinet) thAt32
homeowners, who received $119.2 millimdcomplied with their grant agreemsuaind

elevated their homes in compliance with program requirem@iis.State determad that
anotherl5,027respondindhomewnerswerenoncompliant witrone or more of the grant
agreement requirement3 hese noncompliant homeowners received $437.5 million in elevation
grant funds.The State received an additional 553 surveys from homawho responded as
complying but did not provide the necessary documentatiengportthat they had elevated

their homes. These 553 homeowners received $16 million in elevation graetsemaining
8,462 homeowners did ~eygkThesehmmeowndrs received $245 St at e
million in grant funds.The Staténformedus that it would conta¢he noncompliant

homeowners to determine whether their homes had been elevated by the fall of 2012.

The following chart shows the status of haweaer compliance for those who reached the
required 3year period and the amount of funds received as of August 31, 2012.

2 There is a difference of 14 homeowners between the total number of homeawoere c ei ved t he St at ed
monitoring suvey (28,188) and the sum of the homeowners who responded and those who did not (28,174).

According to a State official, 14 represents the number of homeowners who more recently received the survey and

were given 30 days to respon8ince the 30 daysd not yet passedhe Statalid not consider these homeowners

as nonresponsive.



Status of homeowner compliance
2%

= Noncompliant ($437.5 million)
(see footnote 3)

® Nonresponsive ($245 million)

Compliant ($119.2 million)

B State working with homeowner
($16 million)

Overall, he State hdattempted to collect funds from the noncompliant homeowners. The State
indicated thatas of August 312012,it had collected about $2.73 millidrirom 490Road Home
program participantsAll of thefunds were recoveretirough lomeowner repayments and the
Stateds c ol IOéthese 480rheamepmerse3FHmapaid amounts identified for
recovery while another 116 contimgmakngp ay ment s t o t he St ateds
General. Except for the 300,900 the State was unable igentify how much of theemaining
fundswassolelyrelated taElevationincentive grantees.

Al t hough ttieaeh aBd educatiah effortsaiaeen positivetheyhad not resulted in
substantially greater compliance or a higtate ofgrant fundrecovery. Thelevation
agreement signed by each homeowner requires elevation of the home to a specifiaddeiel
it does not meet or exceduhtlevel within 3 years from date of the agreem#ém entire amount
of thegrantmust be repaid to the State.

Considering the high incidence of noncompliance by homeowvbsreceivednore thar$437
million in Federal finds, CPD and the State should consider alternative payment methods and
controls for any future disbursements of disaster recovery CDBG, fwhdash would ensure
greater grantee compliance.

After our review the State provided additional information ceming the Road Home Elevation
Incentive granteesho also participated in its Hazard Mitigation Grant Program. As of
September 30, 2012, there were 5,303 homeowners, wheesss 8ompliance period had
expired,whoreceived funding from both programs. t@ése homeowners, 1,064, who were
once identified as noncompliant or having inadequate documentattelgvated their homes.
Based orthe $30,000 incentive grant maximum, at most, these newly elevedimpliant

% The $2.73 millionincludes the approximately $200,900 recovered from the 18 noncompliant elevation
homeowners Therefore, we adjusted t§d37.5 millionnoncompliant amourtb $437.3 million to reflect the
$200,900 recoverely the Statdrom its Elevation Incentivgrantees.
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homeowners woulddve received an estated $31.9 milliorin Elevationlncentive grant funds.
Al t hough, we recognized the Statebdbs continued
recommendations based on the information reported after August 31, 2012.

RECOMMENDATIONS

We recommend teoaGommlbity Blanning nd Development require the State
of Louisiana to

1A  Enforce program remedies for noncompliance as stated in grant agreements,
starting with the recovergf $437.3million in elevation grant funds frorthe
15,027homeownersvho didnot elevate their homasithin 3 years othe grant
agreementlateand the State had not collecteay of the funds.

1B Determine whether the 8,462 homeowners who did not respond to its monitoring
survey used the $245 million in elevation grant fundsiéeate their homes. If
not, the State shoulcecover these funds from the noncompliant homeowners.

1C  Obtain documentation to validate whether the 553 homeoywakcsreceived
$16 million in grant fundselevated their homedf not, the State shoulcecover
these funds from the noncompliant homeowners.

1D  Enforce its grant review and recovery procedures to ensure that homeowners
comply withtheterms of their elevation grant agreements.

1E Reimburse the@ncollectibleelevation grant funds from nefederal fund.



APPENDIXES

Appendix A
IMPLEMENTATION OF RECOMMENDATIONS

In our March 2010 report, we made four recommendati@pecifically, we recommended that
CPD require the State to

1. Coordinate efforts with HUD to address and reduce theéncie of noncompliance in
the Road Home Elevation Incentive program.

2. Ensure that monitoring of elevation grants provides adequate coverage to specifically
identify compliant and noncompliant recipieris ¢ St at eds pr esent s amj
provides the ality to determine with confidence what percentage of homeowners have
not elevated, but it will not identify them individually)

3. ldentify and advise all elevation grant recipients who have yet to meet the terms of their
grant agreements of their obligatitmeither elevate their property or return grant funds
to the State.

4. Enforce the program remedies for noncompliance as set out in the elevation grant
agreementsstarting with recovery, where warranted, of the $3.8 million in grant funds
from the 158 nocompliant homeowners in our sample.

Recommendation 1 was satisfactorily addressed and closed at the time our office issued the
March 2010report. Based on oucurrentreview, we consider that CPD and the State took
adequate corrective actions to clossoramendations 2 and 3.

We reviewed the documentation provided by the State indicating tredéstablished various
protocols and procedures to adequately monitor homeowners who received HUD funds to
elevate their homes and identify homeowners witbrea complied with the program
requirements.The State developed a monitoring and compliance plan and is now monitoring
100percent of the participating homeowners as opptsadinga statistical sample to project

the compliance ratas it previously did The State also implemented steps to instruct
noncompliant homeowners of their responsibilities under the grant agreenhese steps

included onsite visits to the homeowners, mailing monitoring and compliance packets to all
homeowners who liereachedte end of the -§ear compliance perigénd conductingnany
outreach sessions. Based upon the information that we reviewed and the corrective actions taken
by CPD and the State, we are closing recommendations 2 and 3 upon issuance of this report.



In respnse to recommendationtthe State indicated thatitasenforcing program requirements

to recover grant funds from homeowners whd Vialatedtheterms of their grant agreement

and ICF, the contractor who administered the prodrafareApril of 2009. Thedeputydirector

oft he Stateds Offi ce -Dibast&€ KenonerynUnit ayso ibfamed sdhptme n t
the Statavasusing its Office of Attorney General to collect grant funds from noncompliant
homeowners.

However, our review disclosed that @42 homeowners, who received approximately8t69
million in CDBG disaster recoverfynds were honcomplianincluding those that had not
elevatel their homeswerenonresponsivieor did not providesufficientdocumentation
Thereforethe Statedid nothave conclusive evidence that these homddbkan elevatedAs a
result,recommendatiod remains opeland has been revised based on our follpareview due
to theincreasedhoncompliance among homeowners who received elevation grants.



Appendix B

SCHEDULE OF QUESTIONED COSTS
AND FUNDS TO BE PUT TO BETTER USE

Recommendatior Ineligible 1/ Unsupported
number 2/
1A $437,312,837
1B $245,010,41¢€
1C 16,020,577
Total $437,312,837 $261,030,993
1/ Ineligible costs are costs chargeda HUD-financed or HUDBInsured program or activity

that the auditor believes are not allowable by law; contract; or Federal, State, or local
policies or regulations.

2/ Unsupported costs are those costs charged to afitidBced or HUBInsured program
or activity when we cannot determine eligibility at the time of the audit. Unsupported
costs require a decision by HUD program officials. This decision, in addition to
obtaining supporting documentation, might involve a legal interpretation or cladficati
of departmental policies and procedures.



Appendix C

AUDI TEE COMMENTS AND Ol G6S EVAL

Ref to OIG Evaluation Auditee Comments
“,1..4-.-;,\_4
f US, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
1" ;’; WASHINGTON, DC 20410-7000
%"Wlll
DFF[CE;;U:I&MWPU\NNNG mn 2 B 2013
AND DEVELOPMENT

MEMORANDUM FOR: Donna M. Hawkins, Acting Director
Inspections and Evaluations Division, GAH

4 / —_—
FROM: Yolanda Chévez, m%
DG

for Grant Pro

SUBJECT: Draft Audit Report: Road Home Elevation Incentive Award (RHEI)
IED-09-002, March 2010

The Office of Community Planning and Development (CPD) reviewed the draft report and
appreciates the collaboration of the Office of the Inspector General (OIG) in its evaluation of the
Louisiana Road Home Elevation Grant Program. Since the draft was issued, CPD provided
informal comments on the draft and the OIG conducted an exit conference with the State of
Louisiana on the audit. It is CPD’s understanding that the OIG is considering the information from
the State. CPD’s commenits herein account for any discussions or changes since the draft was
issued.

The Department is committed to ensuring the State completes this activity in compliance
with the Community Development Block Grant (CDBG) requirements and consistent with its action
plan. The State will be required to complete its compliance efforts in a timely manner and HUD
will provide appropriate sanctions for non-compliance. CPD would like to reiterate that CDBG
Comment 1 disaster recovery grantees are required to maintain sufficient documentation to demonstrate activity
eligibility, national objective compliance, and consistency with its disaster recovery action plan.

Additionally, grantees must establish monitoring policies and procedures for oversight of
CDBG disaster recovery activities. To address a beneficiary's non-compliance with the grantee's
CDBG disaster recovery program, grantees must have adequate recovery policies and procedures in
Pplace to recover any ineligible or unsupported costs.

The Department appreciates OIG’s attention to this significant investment in the State of
Louisiana for the long-term recovery of its citizens and communities.

www.hud.gov espanol.bud.gov
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BOBBY INDAL
GOYERNOR

g

Kristy H. NICHOLS
COMMISSIONER OF ADMINISTRATION

State of Louisiana

Division of Administration
Office of Community Development
Disaster Recovery Unit

March 27, 2013

Donna M. Hawkins, Acting Director

Office of Audit, Inspections and Evaluations Division
U).S. Department of Housing and Urban Development
451 7" Street, SW., Room 8170

Washington, D.C. 20410-7000

RE:  Follow-up of the Inspections and Evaluations Division on Its Inspection of the State of
Louisiana’s Road Home Elevation Incentive Program Homeowner Compliance (IED-09-
002, March 2010}

Dear Ms. Hawkins:

This letter serves as continued correspondence to the U.S. Department of Housing and Urban
Development, Office of Inspector (General, Inspections and Evaluations Division, (HUD-OIG)
on its inspection of the State of Louisiana’s Road Home Elevation Incentive Program
Homeowner Compliance Report, IED-09-002 dated March 2010, Maore specifically, this
correspondence addresses HUD-0IG's Memorandum NO: 2013-1E-0803, dated March 22, 2013,
reporting the results of its follow-up review.

The ohjective of this HUD-OIG follow-up review was to determine whether the State of
Louisiana had implemented the four recommendations contained in the March 2010 report. The
Louisiana Office of Community Development, Disaster Recovery Unit (OCD/DRU) is pleased
the HUD-OIG acknowledged that one recommendation had been addressed and closed at
issuance of the March 2010 report and has agreed, based on the documentation provided during
this follow-up review by both HUD Office of Community Planning and Development (CPD) and
OCIVDRU to close two additional recommendations. Therefore, one recommendation contained
in the March 2010 report remains open. This recommendation required OCD/DRU to enforce
the program remedies for noncompliance as set out in the elevation grant agreements starting
with recovery, where warranted, of the $3.8 million in grant funds from the 158 noncompliant
homeowners in the audit sample.  Since the March 2010 report, OCD/DRU has continued to
monitor its Road Home Elevation Incentive {RHEI) grant recipients who have reached their three
vear compliance period. HUD-CPD provided documents that OCD/DRU had prepared for
HUD-CPD to the HUD-OIG, showing that as of August 31, 2012, the State had distributed
$940.5 million in RHEI grant funds to 32,319 homeowners, of which, 28.188% homeowners who
received $817.7 million had reached the three year compliance period. HUD-OIG concluded

Post Office Box 94095 o  Baron Rouge, Louisiana 708049005  » (225) 219-9600  »  Fax (225) 219-9605
An Equal Opporoury Employer
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Comment?2

Comment3

Ms. Donna Hawkins
March 27, 2013
Page 2

from this documentation that a total of 24,042 homeowners, who received $698.5 million in
CDBG disaster recovery funds, either, did not elevate their homes, were noncompliant,
nonresponsive, or did not provide sufficient documentation to support that they had elevated
their homes. Therefore, HUD-OIG has elected not to close this one remaining recommendation
and has adjusted the recommendation to reflect the increased noncompliance among
homeowners who received elevation grants.

OCD/DRU and HUD-CPD are aware that some of the 24,042 homeowners who have reached
their three year compliance period have not elevated their homes. However, rather than
immediately embarking on the process of recapturing funds from all applicants who do not
currently have all required compliance documentation in their files, OCD/DRU believes it is
prudent to bring more applicants into compliance through ongoing file completion, elevation
activities, and working with HUD to approve and implement Action Plan Amendments,
reserving grant recovery for those applicants who cannot achieve compliance through these or
other means.

It is critical to consider that the Road Home was designed using a CDBG compensation model
rather than a housing rehabilitation model. Road Home Action Plan Amendment (APA) 14
specifically states, “Elevation compensation up to a maximum of $30,000 may be awarded to
compensate a homeowner for the loss of equity caused by the higher flood elevation standards
for new construction and rebuilding.” The compensation model provides eligible homeowners
with a grant for uncompensated property losses to their damaged address rather than tying
funding to a specific construction related activity. While a goal of the compensation model is
to ensure that any rebuilt properties are safer from future losses, the basis of the award is
compensation for damage or loss of value which resulted from Hurricanes Katrina and/or Rita.
The RHEI was provided as compensation funding to homeowners based on the probability that
local jurisdictions would be imposing increased elevation standards. In consideration for
compensation of their losses, homeowners agreed their homes would be occupied and compliant
with codes as enforced by local jurisdictions within three years, Funding specifically for housing
rehabilitation and/or home elevation activities would follow the housing rehabilitation model and
would have required a more extensive environmental review process.  The RHEI covenant
requirements are additive to the language in APA 14, providing OCD/DRU and HUD-CPD with
an avenue to define the terms and conditions for reclassifying RHEI disbursements where
homeowners received insufficient compensation/incentives to elevate their homes.

HUD issued guidance in November 2011 stipulating that the state may look at a homeowner’s
unmet needs or a change in circumstances when determining how to move forward with
verifying the homeowner’s compliance with program requirements, Through this guidance,
HUD recognized the opportunities for creation of additional unmet needs and provided
guidelines as follow:
“Long-term recovery is a process, however, disaster recovery needs are calculated at
points in time. As a result, a subsequent change in circumstances can affect need. If;
after needs are initially calculated and/or a CDBG award has been made, an
applicant for CDBG disaster recovery assistance can demonstrate a change in
circumstances, such as vandalism, contractor fraud, increase in the cost of materials
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Comment4
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