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Why We Did This 
Evaluation 
 
The U.S. Department of 
Housing and Urban 
Development’s (HUD) Office of 
Community Planning and 
Development (CPD) manages 
more than $14 billion in disaster 
recovery funding that Congress 
appropriated through the 
Disaster Relief Appropriations 
Act of 2013 (Public Law (PL) 
113-2).  CPD distributed the 
funds to 34 grantees as 
Community Development Block 
Grant Disaster Recovery 
grants. 
 
PL 113-2 required grantees to 
establish adequate procedures 
to detect fraud, waste, and 
abuse of disaster recovery 
funds.  To assist grantees in 
meeting this statutory 
requirement, CPD required 
disaster grantees to establish 
an internal audit activity.  
 
Internal audits assure that a 
grantee’s internal controls 
mitigate program risk and 
ensure that organizational goals 
and objectives are met. 
 
CPD’s Disaster Recovery and 
Special Issues Division 
requested this evaluation.  It 
determined whether and to 
what extent PL 113-2 disaster 
grantees implemented CPD’s 
internal audit requirement.  
 
 
      

Results of Evaluation 
 
CPD manages disaster grants and provides monitoring and technical 
assistance for grantees to ensure that they comply with HUD and Federal 
requirements.  To ensure that grantees perform and deliver on the terms of 
the disaster grants, CPD requires disaster grantees to establish an internal 
audit activity.  Internal auditing is an independent, objective assurance and 
consulting activity designed to add value and improve an organization’s 
operations.  It helps an organization accomplish its objectives by bringing 
a systematic, disciplined approach to evaluate and improve the 
effectiveness of risk management, control, and governance processes.  To 
address our objectives, we interviewed a nonstatistical sample of 12 of the 
34 PL 113-2 disaster grantees.   
 
We observed that (1) CPD’s guidance for implementing the internal audit 
requirement was vague and (2) CPD’s level of interaction with disaster 
grantees concerning the internal audit requirement was inconsistent.   

Recommendations 
 
We recommend that CPD provide clearer guidance and instruction to PL 
113-2 disaster grantees to assist them in establishing an effective internal 
audit activity.  Once finalized, such guidance would benefit future disaster 
grantees required to establish an internal audit activity.  We also 
recommend that CPD establish a recurring training and discussion forum 
among the PL 113-2 grantees and CPD that enables grantees to share ideas 
and receive guidance and information about CPD’s expectations regarding 
the internal audit requirement. 
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Background 
In late October 2012, Hurricane Sandy devastated portions of the Mid-Atlantic and Northeastern 
United States.  More than 650,000 homes were damaged or destroyed, and hundreds of 
thousands of businesses were damaged or forced to close, at least temporarily.  On January 29, 
2013, the President signed the Disaster Relief Appropriations Act of 2013 (Public Law (PL) 113-
2).  The Act appropriated about $50 billion in disaster recovery funding to 19 Federal agencies 
for areas affected by Hurricane Sandy and other disasters.1  Of this amount, the U.S. Department 
of Housing and Urban Development (HUD) received more than $14 billion, which was allocated 
to 34 grantees for expenses related to disaster relief, long-term recovery, restoration of housing 
and infrastructure, and economic revitalization.  (See table 1 for a list of PL113-2 disaster 
grantees and the amount each received.)  To receive HUD funding, disaster grantees were 
required to submit an action plan to HUD detailing the proposed use of all funds, including 
criteria for eligibility and how the use of these funds would address long-term recovery, 
restoration of infrastructure, and housing and economic revitalization in the most affected and 
distressed areas.  Once HUD approved the action plans, the grantees could begin distributing 
HUD-awarded funds for disaster recovery activities and services.   
 
HUD’s Office of Community Planning and Development (CPD) manages the disaster grants and 
provides monitoring and technical assistance for grantees to ensure that they comply with HUD 
and Federal requirements.  To ensure that grantees complied with the terms of the grant, PL 113-
2 required disaster grantees to 
 

• have proficient financial controls; 
• establish adequate procedures to prevent duplication of benefits; 
• ensure the timely expenditure of funds; and 
• establish procedures to detect and prevent waste, fraud, and abuse of funds. 

 
CPD required disaster grantees to establish an internal audit activity to meet the requirements of 
PL 113-2.  On March 5, 2013, CPD issued a Federal Register notice requiring disaster grantees 
to include in their action plan (1) a description of their internal audit activity and (2) an 
organizational diagram showing that the responsible audit staff members were independent of the 
office that administered the disaster recovery grant.2   
  

                                                 
1 U.S. Government Accountability Office (GAO) report, GAO-15-515, Hurricane Sandy:  An Investment Strategy 
Could Help the Federal Government Enhance National Resilience for Future Disasters, July 2015 
2 Federal Register Notice 14329, Vol. 78, No. 43 
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Table 1 – PL 113-2 disaster grantees 
 

Grantee Grant 
amount 

Grantee Grant 
amount 

Grantee Grant 
amount 

* New York State $4,416,882,000
  Tuscaloosa, AL $43,932,000  Missouri $11,844,000  

* New York City, NY 4,213,876,000  Minot, ND 35,056,000  * St. Tammany 
Parish, LA 10,914,916  

* New Jersey 4,174,429,000  * DuPage County, IL 31,526,000  Illinois 10,400,000  
* Colorado 320,346,000  Pennsylvania 29,986,000  Luzerne County, PA 9,763,000  
Connecticut 159,279,000  Maryland 28,640,000  Jefferson County, AL 9,142,000  
* Joplin, MO 113,276,000  Springfield, MA 21,896,000  Dauphin County, PA 7,632,000  
Oklahoma 93,700,000  Rhode Island 19,911,000  * Shelby County, TN 7,464,000  
Cook County, IL 83,616,000  Vermont 17,932,000  * Massachusetts 7,210,000  
Louisiana 64,379,084  * Birmingham, AL 17,497,000  * North Dakota 6,576,000  
Chicago, IL 63,075,000  Jefferson Parish, LA 16,453,000  * Texas 5,061,000  
Moore, OK 52,200,000  New Orleans, LA 15,031,000    
Alabama 49,157,000  Tennessee 13,810,000    

*Shows nonstatistical sample of disaster grantees included in the scope of our evaluation 
 

Source:  Community Development Block Grant Disaster Recovery program website as of February 16, 2017 

Purpose of an Internal Audit  

Internal auditing is an independent, objective assurance and consulting activity designed to add 
value and improve an organization’s operations.  The internal audit activity provides assurance 
that established internal controls are adequate to mitigate risks, governance processes are 
effective and efficient, and organizational goals and objectives are met.3  Generally accepted 
government auditing standards (GAGAS) highlight the importance of independence in both mind 
and appearance so that third parties can view auditors’ opinions, findings, conclusions, 
judgements, and recommendations about a program as impartial.4  In addition, the internal audit 
process serves as a valuable tool to senior management and executives by offering an unbiased 
perspective about potential strengths and weaknesses in a program.5  Throughout this report, 
when we refer to the term “traditional internal audit activity,” we are referring to internal audit 
activities that incorporate traditional auditing principles.  These principles include independence, 
objectivity, competence, and the use of risk assessments as stated in GAGAS and the Institute of 
Internal Auditors’ (IIA) professional auditing standards.6 

                                                 
3 The Institute of Internal Auditors’ website 
4 The U.S. Government Accountability Office issues GAGAS.  These standards provide a framework for conducting 
high quality audits with competence, integrity, objectivity, and independence.  GAGAS is used by auditors of 
government entities and entities that receive government awards. 
5 The Institute of Internal Auditors’ website  
6 IIA is a professional association, the mission of which is to provide leadership for the profession of internal 
auditing.  IIA provides internal auditing standards and other professional practice guidance. 
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Findings 
CPD’s Guidance for Implementing the Internal Audit Requirement Was 
Vague 
Federal Register Notice 14329 was the only guidance CPD issued related to its internal audit for 
PL 113-2 disaster grantees.  This notice stated that grantees should include in their action plan 
(1) a description of their internal audit activity and (2) an organizational chart showing that 
responsible audit staff members were independent from the disaster office administering the 
grant.  However, the notice did not provide a rationale for the requirement to establish an internal 
audit activity, especially when other layers of oversight existed, such as CPD and grantee 
monitoring reviews, single audits,7 and Office of Inspector General (OIG) audits and 
investigations.  In addition, the notice did not provide a clear expectation of what the internal 
audit activity should resemble or the types of issues it should address.  For example, the notice 
did not (1) provide examples of the types of activities or processes that internal auditors should 
review or (2) reference the type of professional auditing standards auditors should use, such as 
GAGAS or IIA. 
 
This lack of guidance led to inconsistent implementation approaches.  Based on our review of 
action plans and grantee interviews and documentation, we found the following: 
 

• Only 1 of the 12 grantees was fully compliant with CPD’s internal audit requirement by 
including in its action plan a description of its internal audit activity and an organizational 
chart showing independence from the disaster grant office.  Additionally, only 4 of the 
remaining 11 grantees were partially compliant with the notice by providing a description 
of the internal audit activity in their respective action plans (table 2, columns 1 and 2). 
 

• Eight of the twelve grantees sampled had established a traditional internal audit process 
for their disaster grant programs (table 2, column 3).  These grantees were generally 
proactive in performing oversight of their disaster grants by creating annual audit plans 
based on prior monitoring results.  These grantees also generally incorporated GAGAS or 
IIA professional auditing standards, such as independence and the use of risk-based 
methods, to provide oversight of their disaster grant. 
 

• The four grantees that had not established a traditional internal audit activity took a more 
reactive approach and usually performed oversight of their disaster grant only as issues 
arose.  Two of these grantees had nontraditional views of what constituted an internal 
audit activity.  For example, their internal audit activity also performed the day-to-day 
grant administrative functions, such as allocating funds to contractors for completed 
disaster grant activities, which they considered to be part of their internal audit oversight 

                                                 
7 Entities that receive Federal funds, including States and local governments, are subject to audit requirements 
commonly referred to as “single audits” under the Single Audit Act of 1984, as amended in 1996.  The Single Audit 
Act was enacted to standardize the requirements for auditing Federal programs.  The Act provides that grantees are 
subject to one audit of all of their Federal programs versus separate audits of each Federal program, hence the term 
“single audit.”  
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responsibilities.  Such practices could impair the audit activity’s independence and 
objectivity.  

 
Table 2 – PL 113-2 grantees’ implementation of HUD’s internal audit requirement 

 
 

 
As seen in column 4 of table 2 above, since the enactment of the internal audit requirement 4 
years ago, only 4 of the 12 grantees had completed an internal audit of their disaster grant 
program.  Two of these grantees were allocated nearly $4 billion each yet had completed only 
one internal audit of their disaster grants in the last 4 years, both of which were completed in 
2016.  Grantees required to perform internal audits frequently do not fulfill CPD’s original 
intent, in which grantees execute audits of their disaster grant programs to mitigate fraud, waste, 
abuse, and mismanagement of grant funds.  However, because CPD’s current internal audit 
guidance does not require grantees to conduct internal audits of their respective disaster grants, 
CPD cannot hold grantees responsible for failing to complete internal audits.    
 
We concluded that CPD’s lack of guidance concerning the implementation of the internal audit 
requirement has contributed to inconsistences among grantees in their internal audit design and 
implementation.  In addition, this shortcoming has delayed grantees’ performance of internal 
audits for their respective disaster programs.  Clearer guidance from CPD would help grantees 
properly establish an internal audit activity.  Additionally, working with current grantees to 
establish internal audit guidance and standards will assist CPD when it receives other disaster 
recovery appropriations. 
 

 Internal audit 
activity 

described in 
action plan 

Organizational 
chart showing 
independence 

Established 
traditional 

internal audit 
activity 

Completed 
internal audit 
of the disaster 

grant 
Grantee 1    X  
Grantee 2 X X X X 
Grantee 3     
Grantee 4   X  
Grantee 5 X  X X 
Grantee 6   X  
Grantee 7     
Grantee 8 X  X X 
Grantee 9 X  X  
Grantee 10     
Grantee 11 X  X X 
Grantee 12     
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CPD’s Level of Interaction With Disaster Grantees Concerning the 
Internal Audit Requirement Varied 
Monitoring and technical assistance visits are CPD’s main vehicles to ensure that grants are 
administered in accordance with Federal and HUD requirements.8  According to CPD, the 
agency is required to monitor and provide technical assistance to grantees at least once annually.  
These visits provide CPD an opportunity to address potential weaknesses in the grantees’ 
management of their disaster grant. 
 
Based on monitoring reports and technical assistance records CPD submitted for fiscal years 
2015 and 2016, 9 of the 12 grantees received a monitoring or technical assistance visit in fiscal 
year 2015, and 8 of the 12 grantees received the same type of oversight in fiscal year 2016.  One 
grantee did not receive either type of oversight during both years.  Our finding suggests that CPD 
is not meeting its own requirements to offer annual monitoring and technical assistance. 
 
The monitoring reports typically included only general statements in the scope section regarding 
review of the internal audit activity or referred to the single audit.  The technical assistance 
documentation did not directly mention grantee internal audit activities.  Therefore, we were 
unable to determine the degree of CPD review and the value CPD provided to grantees regarding 
their internal audit activity during these visits. 
 
During interviews with grantees’ internal audit officials, we found that grantee responses varied 
with regard to their interaction with CPD about the internal audit requirement.  Five internal 
audit officials stated that they did not interact with CPD about the internal audit requirement.  
The seven other officials stated that they received guidance on the requirement either when 
Federal Register Notice 14329 was published or sometime later during a CPD monitoring visit.  
Typically, those who spoke with CPD about internal audit activities were officials from large 
State or city governments, most of which received a large HUD grant allocation.  On the other 
hand, those who did not speak with CPD about the internal audit requirements were generally 
government officials from smaller States and cities.  Many of the smaller localities had not 
established robust internal audit activities.  One of these stated that it was unaware of CPD’s 
internal audit requirements and had never conducted an audit of its PL 113-2 disaster grant.  
CPD’s lack of attention to smaller localities is concerning because those localities generally have 
fewer resources, such as financial, information technology, and personnel, to draw from than 
larger States and cities.  For example, the town of Joplin, MO, which was devastated by tornados 
in 2011, has a much smaller government structure to lead rebuilding efforts when compared to 
the State of New York.9 
 
The lack of interaction with CPD staff has delayed grantees’ establishment of internal audit 
activities.  For example, one of the internal audit officials stated that his office did not establish 
an internal audit activity until early 2016.  CPD officials noted that they offered training to 

                                                 
8 HUD’s technical assistance is designed to provide resources, tools, and support for recipients of HUD funding.  
This assistance includes training and indepth program assistance and capacity building to improve the design and 
delivery of programs and services funded by HUD.  
9 At more than $113 million in grant dollars received, Joplin, MO, had the sixth highest grant total of the 34 
grantees.   
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grantees, which addressed internal audit requirements and professional auditing standards that 
should be used when establishing an internal audit.  However, this training was offered only once 
in March 2013, shortly after HUD allocated funds to grantees.  Since this training was offered 
only once, CPD did not account for grantees’ inability to maintain internal audit awareness over 
time, especially as staff turnover occurred throughout the life cycle of the grant.  Based on 
CPD’s varied interactions with grantees, we are concerned that some grantees may not be fully 
executing the internal audit process as CPD intended. 
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Conclusion and Recommendations 
Our review of CPD’s internal audit 
requirements for PL 113-2 grantees 
revealed that grantees’ understanding 
of and CPD’s communication about 
these requirements were lacking.  
Specifically, grantees were at a 
disadvantage because the current 
requirement does not include audit 
standards, such as those that GAGAS 
or IIA prescribe, which grantees could 
have used to establish and implement 
their respective internal audit 
activities.  In addition, we are 
concerned that CPD’s limited 
interaction with smaller grantees has 
made it more difficult for these 
grantees to establish satisfactory internal audit processes.  As a result, we believe that grantees 
may not be fulfilling CPD’s intended purpose to detect fraud, waste, abuse, and mismanagement 
of HUD disaster grant funds.  
 
Therefore, we recommend that CPD  

 
1. Provide clearer guidance and instruction to PL 113-2 disaster grantees to assist them in 

establishing an effective internal audit activity.   
 

2. Establish a recurring training and discussion forum among the PL 113-2 grantees and 
CPD that enables grantees to share ideas and receive guidance and information about 
CPD’s expectations regarding the internal audit requirement.  

 
  

Grantee Disaster Program Offices’ Perception 
About Internal Audit 
 
We issued a questionnaire to each of the 12 grantees’ disaster 
program offices.  The results from this questionnaire allowed 
us to assess the program offices’ attitudes toward the internal 
audit requirement for their disaster grants.  
 
A majority of disaster program offices were satisfied with the 
level of interaction they received from their internal audit 
offices as well as the value added to their disaster program 
offices through internal audit.  However, a few grantees saw 
less value in their internal audit processes because of a lack 
of disaster management knowledge by their internal audit 
staff or because internal audit efforts duplicated other forms 
of oversight performed for their grants.  
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Appendixes 
Appendix A – Scope and Methodology 
We conducted our evaluation because of a request from CPD’s Disaster Recovery and Special 
Issues Division (DRSI).  DRSI was specifically interested in gaining a “big-picture” view of the 
internal audit requirement for PL 113-2 disaster grantees.   
 
Our objectives were to 
 
(1) Assess CPD’s guidance for CPD’s internal audit requirement and  
(2) Determine CPD’s level of interaction with disaster grantees concerning internal audit 
requirements.  
 
To address our objectives, we selected a nonstatistical sample that included 12 of the 34 PL 113-
2 disaster grantees.  Our sample was based on the dollar amount allocated to disaster grantees.  
Specifically, we chose to examine eight grantees allocated the highest and lowest grant amounts, 
regardless of the grantee’s location.  In addition, we chose to sample four more grantees from 
smaller municipalities.  In total, we assessed six States, three cities, two counties, and one parish. 
These included Colorado; Massachusetts; New Jersey; New York State; North Dakota; Texas; 
Birmingham, AL; Joplin, MO; New York City, NY; DuPage County, IL; Shelby County, TN; 
and St. Tammany Parish, LA.  As part of our review of these 12 grantees, we interviewed senior 
internal audit staff members, issued a questionnaire to disaster office staff, and reviewed 
documentation related to grantee internal audit activities, including CPD monitoring and 
technical assistance reports from fiscal years 2015 and 2016.   
 
We completed this evaluation under the authority of the Inspector General Act of 1978, as 
amended, and in accordance with the Quality Standards for Inspection and Evaluation issued by 
the Council of the Inspectors General on Integrity and Efficiency (January 2012). 
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Appendix B – Agency Comments and OIG Response 
 

  

Office of Community Planning and Development 
Comments 

Reference  
to OIG 
Response 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Comment 1 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments Reference  

to OIG 
Response 
 
 
 
Comment 2 
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 Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 



 

15 
 

Report number: 2016-OE-0011S 
 

 

 Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 
  

Office of Community Planning and Development 
Comments 
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Appendix B – Agency Comments and OIG Response (continued) 

Office of Community Planning and Development 
Comments 
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OIG’s Response to Management’s Comments 
 
Comment 1 CPD acknowledged that this evaluation confirmed previous concerns that not all 

grantees have fully implemented an internal audit activity and that some grantees 
did not understand the internal audit function as a requirement distinct from the 
OMB A-133 single audit requirement.  CPD further stated that our findings would 
contribute to CPD’s future guidance or training on implementing the internal 
audit requirement.  We are satisfied with management’s response, and these 
actions, once implemented, should address our recommendation.  We look 
forward to reviewing CPD’s additional guidance or training on implementing the 
internal audit requirement.  Within 90 days, CPD should provide us its proposed 
internal audit guidance for grantees or an internal audit training plan that 
highlights the method of delivery, curriculum, and target dates for grantee 
training.  Resolved- Open 

  
Comment 2 CPD stated that, although it had a mechanism to identify grantees that had not 

implemented an internal audit function, it would provide additional guidance or 
training to HUD staff regarding the internal audit requirement and expectations 
for monitoring reviews.  We are satisfied with management’s response, and these 
actions, once implemented, should address our recommendation.  We look 
forward to reviewing CPD’s additional guidance or training for HUD staff on the 
internal audit requirement and expectations for monitoring reviews.  Within 90 
days, CPD should provide us its proposed guidance for HUD staff or a training 
plan that highlights the method of delivery, curriculum, and target dates for 
training HUD staff.  Resolved- Open 
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The Office of Inspector General is an independent and objective oversight 
agency within the U.S. Department of Housing and Urban Development.  

We conduct and supervise audits, evaluations, and investigations relating 
to HUD’s programs and operations.  Our mission is to promote economy, 

efficiency, and effectiveness in these programs, while preventing and 
detecting fraud, abuse, and mismanagement. 

 
 

Report fraud, waste, and mismanagement in HUD programs and operations by 
 

Faxing the OIG hotline: (202) 708-4829 
Emailing the OIG hotline: hotline@hudoig.gov 

 
 

Sending written information to 
Department of Housing and Urban Development 

Inspector General Hotline (GFI) 
451 7th Street, SW Room 8254 

Washington, DC 20410 
 

Internet 
http://www.hudoig.gov/hotline/index.php 

 
 
 

INFORMATION IS CONFIDENTIAL, AND YOU MAY REMAIN ANONYMOUS 

mailto:hotline@hudoig.gov
http://www.hudoig.gov/hotline/index.php
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