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BLM Companies LLC Failed To Ensure That It Protected and Preserved
HUD Properties Under Its Field Service Manager Contract for Area 1D

Highlights
What We Audited and Why
We conducted an audit of BLM Companies LLC’s controls and performance under its
Management and Marketing III program field service manager contract with the U.S.
Department of Housing and Urban Development (HUD) for area 1D. Area 1D included HUD
real estate-owned and custodial properties in New Mexico, North Texas, Utah, and Colorado.
During the audit period, BLM held 7 of 18 HUD field service manager contracts throughout the
Nation. Our audit objective was to determine whether BLM Companies LLC provided property
preservation and protection services in area 1D in accordance with its contract and HUD
requirements. This audit aligns with two Office of Inspector General strategic objectives:
promoting fiscal responsibility and financial accountability and protecting the integrity of
housing insurance and guarantee programs.

What We Found
BLM did not comply with its HUD area 1D field service manager contract. Observations of
properties assigned under the contract had a 71 percent failure rate. This condition occurred
because BLM did not effectively manage the performance of vendors that provided property
preservation and protection services on its behalf. In addition, it did not consistently follow up
on discrepancies reported during inspections. Further, BLM focused more on meeting HUDdefined performance metrics for timeliness than on quality performance. Lastly, it created an
ineffective quality control system that failed to identify and resolve performance problems. As a
result, BLM did not protect and preserve HUD-held properties in accordance with the contract,
increasing the risk to the Federal Housing Administration insurance fund related to health and
safety hazards and reduced sales prices. HUD paid BLM approximately $497,000 in unearned
property management and inspection fees over the term of the contract.

What We Recommend
We recommend that HUD require BLM to repay more than $8,000 in ineligible costs and
support or repay approximately $489,000 in unearned property management and inspection fees.
We further recommend that HUD require BLM to implement an effective quality control system
to ensure it complies with its contract, putting an estimated $891,000 to better use. Additionally,
HUD should assess BLM’s performance at least quarterly, and if its performance does not
improve, coordinate with the Office of the Chief Procurement Officer to determine whether
BLM was in default of its contract and take appropriate action.
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Background and Objective
In 1999, the U.S. Department of Housing and Urban Development (HUD) began outsourcing
the disposition of its foreclosed-upon Federal Housing Administration (FHA) inventory
under the management and marketing contracting process. Management and marketing
contractors manage and market single-family properties owned by or in the custody of HUD.
In 2010, HUD separated the functions of maintenance and marketing of HUD real estateowned properties into different contracts to increase the effectiveness of its asset disposition
program. The key elements of the disposition structure include the following contract types:
•
•
•

The mortgagee compliance manager performs a variety of services before and after
property conveyance to ensure that HUD’s interests are protected.
Asset managers are responsible for the marketing and sale of real estate-owned
property.
Field service managers provide property preservation and protection services
consisting of, but not limited to, inspecting the property, securing the property,
performing cosmetic enhancements and repairs, and providing ongoing maintenance.
Properties acquired by HUD are assigned to field service managers. HUD’s four
homeownership centers1 are responsible for the oversight of the field service managers
and asset managers within their respective jurisdictions.

BLM Companies LLC registered its existence in the State of Utah in May 2010. Its general
purpose was to provide property management services. Its corporate office is located in
Hurricane, UT. During the audit period, BLM held 7 of the 18 HUD field service manager
contracts. BLM’s contract for area 1D was effective September 25, 2015, and work began in
February 2016. Area 1D was assigned to the Denver Homeownership Center and included
properties in New Mexico, North Texas, Utah, and Colorado. As of April 2017, HUD had
paid BLM $6.6 million under the area 1D contract and $30.9 million under all seven of its
contracts.
HUD assigned properties to BLM through HUD’s Asset Management and Disposition System,
commonly known as P260. P260 is an internet-based system that serves as the primary system
of record for all real estate-owned case management transactions. HUD assigned properties to
BLM under the contract using two primary status codes: HUD vacant and custodial.
•

1

HUD vacant properties are those for which HUD has title and plans to sell through its
property disposition program. For HUD vacant properties, BLM’s contract required it

HUD Homeownership Centers insure single family FHA mortgages and oversee the selling of HUD real estateowned. There are four Homeownership Centers located in Atlanta, Philadelphia, Denver, and Santa Ana.
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•

to perform an initial inspection of the property, put it into ready-to-show condition,2 and
keep it in that condition until a sale closed. It was also required to perform a routine
inspection of the property every 2 weeks. HUD paid BLM an initial inspection fee, an
initial cleanout services fee, a monthly property management fee, and biweekly property
inspection fees for these properties.
Custodial properties are secured by a HUD Secretary-held mortgage or home equity
conversion mortgage (reverse mortgage), which are in default and upon inspection by
HUD’s servicing contractor are determined to be vacant or abandoned. The title is not
yet in HUD’s name. BLM was required to perform an initial inspection of each
custodial property, ensure that it was secured, maintain the exterior of the property, and
remedy any health and safety hazards. It was also required to conduct a routine
inspection every 2 weeks. HUD paid BLM an initial inspection fee and a monthly
property management fee for these properties.

In a few cases, HUD may hold a property off market pending the resolution of a problem with
the property, such as title issues, reconveyance to the mortgagee, or remediation of
environmental or structural issues. BLM was not required to maintain held-off-market
properties in ready-to-show condition but to the extent feasible was required to ensure that the
property was secured, maintain the exterior of the property, remedy any health and safety
hazards, and conduct a routine inspection every 2 weeks.
Our audit objective was to determine whether BLM Companies LLC provided property
preservation and protection services in area 1D in accordance with its contract and HUD
requirements. HUD’s Office of Inspector General (OIG), Region 5, audited BLM’s contract for
area 4P, covering the State of Ohio, concurrently with this audit.

2

A property is in ready-to-show condition when the interior and exterior are clean, in good repair, and free of
hazards. The contract defines the term in more detail.
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Results of Audit
Finding: BLM Companies LLC Failed To Ensure That It Protected
and Preserved HUD Properties Under Its Field Service Manager
Contract for Area 1D
BLM Companies LLC, failed to meet its responsibilities under its HUD area 1D field service
manager contract. Observations of properties showed that BLM’s routine inspections did not
meet contractual requirements for 71 percent of the properties reviewed. This condition occurred
because BLM did not effectively manage the performance of vendors that provided property
preservation and protection services on its behalf. In addition, it did not consistently follow up
on discrepancies reported during inspections. Further, BLM focused more on meeting HUDdefined performance metrics for timeliness than on quality performance. Lastly, it created an
ineffective quality control system that failed to identify and resolve vendor performance
problems. As a result, BLM did not protect and preserve HUD-held properties in accordance
with the contract, increasing the risk to the FHA insurance fund related to health and safety
hazards and reduced sales prices. HUD paid BLM approximately $497,000 in ineligible and
unsupported property management and inspection fees over the term of the contract.
Seventy-One Percent of Routine Inspections Failed To Meet Requirements
Observations of 80 statistically selected properties in BLM’s active inventory in March 2017
showed that BLM did not comply with the contract for 71 percent of routine inspections. BLM’s
average inventory during this period was approximately 1,100 properties. Completing the
inspection forms required in the contract for each property showed deficiencies in the conditions
of 57 of the 80 properties (71 percent). The deficiencies noted included interior and exterior
health and safety hazards, doors and windows not secured, and HUD vacant properties not in
ready-to-show condition. Health and safety hazards included conditions such as tripping and
cutting hazards and exposed electrical wires.
In discussing the high number of deficiencies on property exteriors, the BLM area 1D project
manager stated that BLM’s president had decided that BLM would not perform yard
maintenance during the winter months unless something was really bad. BLM later stated that it
would perform yard maintenance on a case-by-case basis during the winter. However, this
decision disregarded contract requirements for property maintenance and negatively impacted
BLM’s ability to preserve and protect HUD properties. Further, regardless of whether BLM
performed routine yard maintenance – such as lawn care and leaf removal – it was responsible to
ensure its routine inspections identified and resolved exterior health and safety hazards, such as
trip hazards, holes, rusty nails, exposed wires, and broken glass. Auditors identified exterior
health and safety hazards in 48 of the 80 properties observed that should have been identified
during routine inspections. BLM was preparing to restart yard maintenance at the time of the
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audit observations. In March 2017, HUD paid BLM $8,034 3 in property management and
inspection fees for the 57 properties with deficiencies.
Table 1 categorizes the deficiencies of the 57 properties. The other 23 properties contained
deficiencies that needed correction but collectively did not warrant questioning the associated
management and inspection fees. 4
Table 1: Summary of deficiencies
Deficiency type
Exterior health and safety
Interior health and safety
Doors, windows, or outbuildings not secured
Broken or cracked windows
Property not winterized
Yard maintenance issues
Not in ready-to-show condition (HUD vacant only)
Pests
Other

Number of properties
with deficiency
48
28
27
11
17
50
33
20
54

Projecting the sample results to the portion of the universe covered by the sample showed that
HUD paid BLM an estimated $1.36 million 5 in contract payments for unearned property
preservation and protection services from February 2016 through March 2017. Projecting the
same results to the next 12 months, if BLM significantly improves its contract compliance, it
could put to better use an estimated $891,000 in contract costs.
BLM Did Not Effectively Manage Its Vendors
BLM did not establish effective controls to manage its vendors to ensure that it protected and
preserved HUD properties. It used more than 130 vendors to perform contract work in the
geographically diverse area 1D. It provided initial and ongoing training to its vendors to
establish its performance expectations. However, it did not effectively identify and address poor
vendor performance. For example, of the 80 properties observed during the audit, 19 had
windows that were not secured. In many cases, the window locks or latches were damaged or
missing, making it impossible to properly secure the windows without adding twist locks to the
window frame. It was clear that the conditions of the windows were not new at the time of the
audit observations, and the windows had likely been in that condition for as long as BLM had
been responsible for the properties. Observations also found eight properties with entry doors

3
4
5

Includes contracted monthly management fee and one inspection fee, if applicable, for each of the 57 properties
We communicated the details of the 80 property observations to HUD and BLM under separate cover.
This estimate applies to properties in urban areas and towns, and excludes rural areas excluded from the
sampling universe (see scope and methodology section). Further, it is based on observations of BLM’s
performance during March 2017, which HUD reported was an improvement compared with its earlier work.
Therefore, this projection underestimates the value of unearned fees over the period.

6

open or unlocked. BLM was responsible for ensuring that all properties assigned to it were
properly secured.
In addition, analysis of BLM’s work order data showed that it sometimes assigned an
unreasonable workload to certain vendors. The analysis showed that vendors conducted 27
percent of routine inspections on days when they inspected more than 10 properties in 1 day.
This observation suggests that vendors did not spend sufficient time at each property to observe,
photograph, and document its condition. BLM estimated that 20 minutes was the minimum
amount of time an inspector should spend at each property. Considering travel time between
properties, it was not reasonable to expect an inspector to be able to perform and document more
than 10 property inspections in 1 day. Table 2 shows the number of routine inspections per
inspector per day within different volume ranges.
Table 2: Ranges of inspection volume per inspector per day
Percentage of
Number of
Routine
routine
routine
Instances of inspections on
inspections
inspections
inspection
day with this
on day with
in 1 day
volume
volume
this volume
1 – 10
9,371
29,108
72.83%
11 – 15
398
4,951
12.39%
16 – 20
143
2,525
6.32%
21 – 30
77
1,849
4.63%
31 – 40
20
694
1.74%
41 – 54
18
839
2.1%
Totals
39,966
100%
Table 3 shows the workload of individual inspectors who most frequently inspected more than
10 properties per day and the number of inspections that they performed on days when this
occurred. There was no evidence to suggest that inspectors who performed fewer than 10
inspections per day spent more time at each property. While BLM measured other items
quantitatively, it did not measure the amount of time that inspectors spent at each property.
Table 3: Inspectors with highest volume of inspections in 1 day
Frequency
Routine
of more
inspections
than 10
performed on
inspections high-volume
Vendor that employed inspector
per day
days
PKMG & Turbo Property Services
113
1,679
PKMG & A1 Group LLC
108
2,357
AAJC Services
99
2,059
PKMG & JBB Services
51
885
PKMG
48
672
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BLM Did Not Consistently Follow Up on Discrepancies Reported During Inspections
BLM did not establish a system to consistently follow up on discrepancies noted during
inspections. For each routine inspection, BLM’s inspectors completed a property inspection
form and submitted it electronically to BLM’s work order system, along with photographs of the
subject property. A BLM staff member ran exception reports in the work order system each day
that identified deficiencies reported by the vendors on the inspection forms. The staff member
reviewed the information and assigned vendors to correct the deficiencies, then entered the
information from the exception reports into a spreadsheet, adding comments as needed.
Inspectors and vendors were expected to address the exceptions and submit photographs and
explanations in the work order system. When the exception was resolved to the satisfaction of
the staff member, the staff member deleted the exception from the spreadsheet. Because it
allowed its staff to delete records, BLM did not have the ability to determine what actions it took
or whether these actions resolved the exceptions. This deficiency also limited BLM’s ability to
maintain performance history, assess vendor performance, and manage its contract performance.
Analysis of BLM’s exceptions reports supported that it frequently failed to resolve the issues
reported by its vendors in a timely manner. BLM’s data showed that from February 2016 to
January 2017, it failed to resolve issues that vendors reported on three or more consecutive
inspections for 1,028 properties (25 percent of its inventory). This condition occurred because
BLM did not adequately remedy the issues that appeared on the exception report or maintain
documentation showing why it did not resolve the issues. Because of BLM’s failure to resolve
issues repeatedly reported by its inspectors, BLM did not earn at least $488,883 in property
management and inspection fees.
As an example, a sample property in Roswell, NM, had a broken window that BLM did not
replace for more than 8 weeks. Further, it did not correct the health and safety hazard posed by
the broken glass and exposure to the elements. BLM’s inspector reported the broken window
during three inspections (February 18 through March 20, 2017), and it appeared on the
corresponding exception reports. According to BLM’s work order history, it did not issue a
work order to replace the window glass until March 11, 2017. The closed work order contained
photographs, dated April 15, 2017, showing the replacement of the glass.
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Audit photographs of the broken window and the glass on the windowsill on March 22, 2017

In some cases, the exception reports were not consistent with the information on the inspection
forms. For example, a comparison of an exception report to the inspection form for a property in
St. George, UT showed possible false positives. Specifically, the exception report contained a
“Yes” response to “HasAnyHazard.” The inspection form showed that the inspector marked
“Yes” in response to “Property free of debris and other hazards?” The inspector marked “No”
for all of the categories of health and safety site hazards on the inspection form. The exception
report made it appear as though a hazard was present when the inspector reported that the
property was free of hazards. This discrepancy caused the concern that the report would not
identify deficiencies that inspectors reported because of faulty report design.
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In another example, BLM’s employee
(also a quality control field inspector)
conducted the initial inspection and
yard care and health and safety
services on a custodial property in
Denver, CO, on October 13, 2016.
The employee reported that mowing
the yard and weeds would not be
completed because of broken lawn
equipment. BLM issued a work order
on October 23, 2016, to a vendor to
perform yard maintenance. On
November 6, 2016, instead of cutting
and removing the weeds, the vendor
submitted photographs showing 2- to
6-foot tall weeds in different areas of
the yard.

Lawn maintenance vendor's November 6, 2016 photograph

On November 5, 2016, BLM issued a work order to
a different vendor to perform the work. On
November 7, 2016, the vendor removed large
amounts of leaves and cut down the overgrown
grass and weeds, but deficiencies remained. 6
OIG property observation on December 5, 2016,
showed the grass and weeds after they had been
partially cut down. During a return visit on
December 8, 2016, the back door to the property
was wide open. The lawn issues had not been
resolved because there was still snow on the ground,
which fell the night of December 5, 2016.

Auditor’s December 5, 2016 photograph

6

BLM conducted two quality control inspections and a routine inspection between November 6 and December 5,
2016.
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BLM Focused More on Scorecard Timeliness Metrics Than Quality Performance
BLM’s focus on quantitative timeliness measures did not help to ensure the quality of its
performance. HUD established a scorecard of metrics to help manage performance under the
contract. HUD issued monthly scorecards rating BLM on the timeliness of the following metrics
with a minimum satisfactory performance level of 95 percent:
•
•
•
•

Ready-to-show condition within 7 days of assignment
HUD property inspection reports completed on time 7
Biweekly inspections completed on time
Health and safety work order notifications completed on time

BLM dedicated a staff member to analyzing its work order data to determine whether it would
meet HUD’s scorecard expectations. During interviews, both managers and staff discussed the
importance of meeting the scorecard metrics. However, BLM did not have similar qualitative
metrics for contract performance. These circumstances showed that BLM focused more on
meeting the scorecard timeliness measures than ensuring the quality performance of its
contractual duties.
BLM Established an Ineffective Quality Control System
BLM’s quality control activities failed to identify and correct performance issues. Its quality
control plan stated that it would perform desk reviews of 100 percent of HUD property
inspection reports and initial services and 10 percent of routine inspections. It further stated it
would perform quality control field inspections but did not specify how many. BLM was
contractually required to submit a monthly quality control report to HUD summarizing its quality
control actions, findings, and corrective actions. However, BLM did not support the information
it reported to HUD. In addition, the effectiveness of desk reviews was inherently limited
because the reviews relied on photographs submitted by inspectors. Further, BLM’s quality
control field inspections failed to identify and resolve performance issues. BLM’s quality
control field inspections and desk reviews did not make use of available information in its
exception reports, such as health and safety hazards and maintenance issues. The lack of an
effective quality control system impaired BLM’s ability to measure the quality of its
performance and ensure the protection and preservation of HUD properties.
BLM’s Quality Control Activities Failed To Identify and Correct Performance Issues
While BLM submitted its quality control reports in the form HUD required, it failed to identify
and correct common performance issues. BLM focused more on reporting as HUD required than
on identifying and correcting defective performance and ensuring that it adequately protected
and preserved the HUD properties entrusted to its care.

7

The HUD property inspection report is a compressive, three-part inspection that documents the conveyance
condition of the property, estimates costs to replace or repair basic components, tests systems for functionality,
and identifies code violations. BLM must complete and submit parts I and II of the report within 2 days of
property assignment and part III within 5 days of completing parts I and II.
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BLM could not support the qualitative information it reported to HUD. For example, to support
its March 2017 quality control report, BLM provided eight spreadsheets listing case numbers it
had reviewed during the month. However, the spreadsheets did not contain information
describing
•
•
•

The type of review, such as a desk review or a field inspection.
The nature of the work being reviewed, such as HUD property inspection report, initial
services, routine inspection, or other work order.
What the reviewer found or how he or she communicated or resolved deficiencies.

As a result, BLM could not support that it reviewed 10 percent of routine inspections or what
the reviews found. In addition, it could not adequately describe its quality control activities,
including
•
•
•
•

Who did the work.
How it selected inspections and properties for review.
How it documented and resolved review findings.
How it compiled its quality control reports to HUD.

BLM staff stated that the reviewers prepared email messages to convey the results of their
reviews; however, none of the staff members interviewed stated that this formed the basis of the
information in the reports to HUD. Similar to the exception reports, BLM did not use this
information to identify common problems or vendors with high rates of deficiencies. BLM did
not establish control activities to correct the deficiencies identified by reviewers. For instance,
reviewers who reported deficiencies were not responsible for ensuring that they were corrected,
and any staff member assigned to the contract could close a work order.
Without collecting and analyzing this kind of information, BLM did not have the means to
manage its contract performance and compliance or correctly report to HUD.
Quality Control Desk Reviews Were Inherently Limited
BLM’s primary quality control activity of performing desk reviews of records in its electronic
work order management system had inherent limitations. Reviewers looked at inspection forms
and photographs to determine whether the vendors performed the work satisfactorily. BLM
required vendors to submit date-stamped photographs of all relevant areas of the property,
including the exterior and yards from all angles, winterization, existence of appliances and sump
pumps, all health and safety hazards, and the electrical panel and water meter. However,
photographs were limited by what appeared in them, making it difficult to determine whether the
vendor completed the requested work or whether additional issues were present. BLM staff
agreed that this was a limitation.
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For instance, BLM issued work orders
to address deficiencies communicated
after our sample property observations.
A return visit 8 to a sample property in
Fort Worth, TX, showed that a vendor
had signed the sign-in sheet that day
and written that he had performed an
inspection and yard maintenance.
During the return visit, the back door
was unlocked, one window would not
lock, tree limbs were still touching the
house, gates were open, and there were
cut tree limbs behind a shed in the
backyard that the vendor should have
removed. The vendor’s photographs
did not disclose these deficiencies.

April 20, 2017 photograph during return visit

Quality Control Field Inspections Failed To Identify and Resolve Performance Issues
BLM’s quality control field inspections lacked purpose, structure, and usefulness. Its quality
control plan required field inspectors to provide photographs and use the same inspection form
used for routine inspections to ensure compliance with the contract and identify
•
•
•

Misrepresented or incomplete reports that could potentially identify fraud, waste, or the
abuse of a HUD asset.
A task or service that was not to the highest level of quality and may present an
opportunity to correct or modify a field service process.
The need for additional training and enforcement of field service requirements to a
specific vendor or service area.

Field inspectors were also required to
•
•
•

Ensure that HUD assets were being presented in a ready-to-show condition.
Identify trends or patterns in services provided by vendors and BLM staff.
Issue corrective work orders.

Contrary to its own requirements, BLM’s quality control inspection work orders did not include
inspection forms or identify discrepancies in vendor performance. To complete a quality control
work order, the inspector only submitted photographs of the property, which by themselves
provided little useful information about vendor performance or the condition of the property.
Without completed inspection forms to accompany the photographs, the review had no purpose
or value in managing vendor performance and ensuring that BLM complied with the terms of the
contract.

8

The first property observation was on March 6, 2017. The return visit was on April 20, 2017.
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For example, a sample property in Gatesville, TX, had extensive exterior health and safety
hazards, excessive accumulated leaves, fallen tree limbs on the house and in the yard, and several
cracked windows. In addition, the access door to the basement was unsecure, and there was no
evidence that it had ever been secured. On seven occasions between February 2016 and April
2017, BLM’s exception reports showed that vendors or its own inspector reported fallen tree
branches and debris in the yard or on the roof. BLM’s field inspector conducted a quality control
field inspection of the property on November 26, 2016. The closed work order contained only
four images: a map showing the property address and three photographs showing the front of the
home, the area under the carport, and leaves in the backyard. To illustrate the lack of followup
to the inspections, the photographs below show what the BLM employee submitted during a
December 7, 2016, routine inspection and a similar photograph during the March 8, 2017, OIG
observation of the sample property. The photographs were taken from opposite angles, both
showing a fallen tree limb against the porch surround.

Routine inspection on December 7, 2016
OIG observation on March 8, 2017
In another example, a sample property in Albuquerque, NM, had debris and belongings scattered
throughout the yards and interior during observations on March 15, 2017. The interior had a foul
odor, and the rooms were impassible. BLM’s vendor performed a quality control inspection in
December 2016. The quality control work order contained some photographs but did not fully
show the condition of the property or describe the work needed to protect the property and
remedy health and safety hazards.
Despite having performed the routine inspections and quality control field inspections, BLM did
not correct the deficiencies, demonstrating the lack of usefulness of the inspections. Compliance
with the contract required BLM to protect and preserve the properties rather than merely perform
inspections. To have an impactful quality control system, BLM needed to conduct thorough
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quality control field inspections using inspection forms and document how it corrected
deficiencies. It needed to maintain and analyze records, including exception reports, to allow it
to identify and correct patterns of deficiencies and poor performance.
BLM Had Other Management and Compliance Issues
BLM did not perform required financial and background investigations for some of its
employees and vendors. BLM did not conduct the investigations for 8 of the 20 staff members
assigned to the area 1D contract, including the key positions of the quality control manager and
the employee who oversaw the assignment and completion of routine inspections. BLM also did
not perform the required investigations for 86 of the 113 vendor records reviewed, including
Turbo Property Services, one of its most prolific vendors. In addition, BLM did not sign seven
of eight vendor contracts reviewed, causing concerns about the enforceability of its contracts.
BLM should ensure that it signs all of its contracts.
Conclusion
BLM failed to ensure that it adequately protected and preserved the properties that HUD
assigned to it under the contract. This condition occurred because (1) BLM did not adequately
manage the vendors performing the work, (2) it did not consistently follow up on exceptions
noted by inspectors, (3) focused more on timeliness than quality, and (4) its quality control
system failed to identify and correct performance issues. As a result, HUD paid BLM more than
$1.85 million 9 in unearned property management and inspection fees during the audit period. In
addition, because of BLM’s non-performance, HUD-held properties were not adequately
maintained, increasing the risk to the FHA insurance fund related to health and safety hazards
and reduced sales prices. If BLM does not significantly improve its performance, HUD should
determine whether BLM was in default of its contract and take appropriate action. The contract
is valued at $20.5 million over the next year. 10
Recommendations
We recommend that the Associate Deputy Assistant Secretary for Single Family Housing require
BLM to

9
10
11

1A.

Certify and provide supporting documentation that the identified deficiencies
have been corrected for the 57 properties cited in this audit report.

1B.

Repay $8,034 in ineligible monthly management and inspection fees for 57
sample properties with health and safety hazards or significant not-ready-to-show
conditions. 11

1C.

Support or repay $488,883 in unearned property management and inspection fees
for 1,028 properties with three or more consecutive unresolved discrepancies in
its routine exceptions reports.

$1.36 million + $488,883
Note that BLM had a total of seven HUD field service manager contracts at the time of the audit.
Single Family Housing should follow applicable internal procedures to implement recommendations 1B and 1C,
including coordinating with other areas of the Department as needed.
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1D.

Implement an effective quality control system, including specifying how many
quality control field inspections it will perform, how it will select properties for
review and inspection, reviewing exception reports by case number, completing
the routine inspection form during field inspections, documenting quality control
findings and how it resolved them, and retaining records that allow it to identify
and correct patterns of deficiencies and poor performance. This would put an
estimated $891,000 to better use in the next 12 months.

1E.

Evaluate the structure of its exception reports to ensure that they do not omit
existing hazards and other issues reported by inspectors.

1F.

Perform required background investigations before allowing individuals and
vendors to work under the contract, and prevent those who have not had
background checks from performing further work under the contract until it
determines that they are suitable for the duties assigned.

1G.

Sign its contracts with vendors.

We recommend that HUD’s Associate Deputy Assistant Secretary for Single Family Housing
1H.

Assess BLM’s performance under the area 1D contract at least quarterly to
determine whether it has improved its performance. If its performance does not
improve, coordinate with the Office of the Chief Procurement Officer to
determine whether BLM was in default of its contract and take appropriate action.
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Scope and Methodology
We audited BLM Companies LLC’s performance under its field service manager contact for area
1D for the period February 2016 through April 2017. We performed fieldwork from November
2016 to May 2017 in BLM’s corporate office in Hurricane, UT, its area 1D office in Aurora, CO,
the HUD Homeownership Center in Denver, CO, and our offices in Fort Worth, TX. In addition,
we conducted property observations in Texas, New Mexico, Colorado, and Utah.
To accomplish our objective, we
•

Reviewed relevant Federal laws, regulations, and HUD policies, including handbooks and
mortgagee letters.

•

Reviewed field service manager contract DU204SA-12-D-12, dated September 25, 2015, and
related contract extension task orders.

•

Assessed BLM’s internal controls and overall operations related to the contract. This
assessment included conducting walk-throughs of key processes and procedures.

•

Interviewed HUD and BLM staff.

•

Accessed and analyzed a variety of data from BLM’s automated work order system and
HUD’s Asset Management and Disposition System (P260).

•

Conducted observations at 15 properties during the survey and a statistical sample of 80
properties during the audit phase. We conveyed the results of our observations to BLM in a
timely manner. BLM’s area 1D quality control manager accompanied OIG staff on 14
survey phase and 27 audit phase observations. We took photographs of all the properties we
observed. During the audit phase, we completed the inspection forms required under the
contract during property observations.

•

Performed followup desk reviews of seven properties observed in the statistical sample.

•

Reviewed BLM’s employee and vendor background investigation records.

•

Reviewed a nonstatistical sample of eight BLM contracts with vendors.

•

Reviewed BLM’s quality control reports and supporting documentation for March 2017.

Data Reliability Testing
We conducted a data reliability assessment of the data we used from P260 and BLM’s work
order system in accordance with U.S. Government Accountability Office guidelines in GAO-03273G, Assessing the Reliability of Computer-Processed Data. We determined that the data were
sufficiently reliable to meet the audit objective.
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Use of Statistical Sampling
We created a statistical model to understand the behavior of properties assigned in P260 to field
service manager contractors in area 1D over 5 years. Based on this model, we designed a
statistical sampling plan to estimate the rate of failure in BLM’s services during the term of its
field service manager contract. This period was from February 2016 through March 2017.
To identify the sample for review, we used data from P260 in two selections in separate areas on
February 21 and March 15, 2017. By sampling in rapid, successive stages, the audit team was
able to capture the status of properties as they were at the time of selection before they had a
change of status. Taken as a whole, this was treated as a single snapshot in time. This sample
and resulting projection included only properties in urban areas or towns and did not include
properties in rural or remote, mountainous areas. The sampling universe included 837 HUDowned residential properties actively managed by BLM and located in the States of Colorado,
Utah, New Mexico, and Texas. From the data, we statistically selected 80 properties to observe
in 16 clusters. We used a statistical sample so that the results could be projected to the universe
and we could estimate the amount of unearned fees associated with BLM’s failure to perform
during the contract term. These estimates are based on standard pricing in the contract, not
actual payments.
We selected the sample using a stratified, two-stage cluster sample with subsampling of the
secondary units. Our analysis found that 80 samples would be sufficient for the needs of this
review. Auditors observed the 80 samples to assess whether the contracted management services
were performed. The number and dollar values of the services not performed were estimated and
projected to the universe as a whole. Because all randomly selected samples are subject to the
“luck of the draw,” we calculated a margin of error for each type of measure and made a final
projection on that basis. The dollar values assigned to the sample items were $137 for HUDvacant properties (consisting of $112 for the monthly management fee and $25 for one biweekly
inspection fee) and $152 for custodial properties (the contract did not include a separate
inspection fee for custodial properties, even though BLM was required to perform biweekly
inspections). When a property failed to meet the contracted standard, we questioned the dollar
amount relevant to its fee status.
We found that BLM failed to provide the contracted management services for 57 of the 80
properties in our statistical sample with questioned costs of $8,034. After deducting a margin of
error, we can say that BLM failed to provide contracted services worth at least $74,300 in
monthly fees during the snapshot period we looked at. These problems affected at least 529 of
the 837 properties in urban areas and towns during the snapshot period. Calculations below:
(70.91% - 1.761 X 4.34%) x N = 63.3% x N ≈ 529 affected properties, where 70.91% is the
observed error rate, 1.761 is the t-score, and 4.34% is the standard error percent.
($99.84 - 1.761 X 6.28) x N = 88.78 x N ≈ $74,300 in unearned fees, where $99.84 is the
mean of the questioned costs, 1.761 is t-score, and 6.28 is the standard error amount.
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We applied these findings to the 14 months of contract performance that had been completed at
the time of the observations. Specifically, we identified the number of properties BLM managed
each month from February 2016 through March 2017, as indicated in P260. We found a total of
15,360 property-months assigned to BLM’s contract during this period. Extrapolating our
snapshot sample results of 80 out of 837 properties to this 14-month period yielded a projection
of $1.36 million in undelivered services (unearned property management and inspection fees) for
properties in urban areas and towns. Calculations below:
(15,360/837) × $74,300 ≈ $1,360,000 in unearned fees from February 2016 through March
2017
12 months × $74,300 ≈ $891,000 in annual funds to be put to better use
We conducted the 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 a reasonable basis for our findings and conclusions based on our audit
objective. We believe that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objective.
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Internal Controls
Internal control is a process adopted by those charged with governance and management,
designed to provide reasonable assurance about the achievement of the organization’s mission,
goals, and objectives with regard to
•

effectiveness and efficiency of operations,

•

reliability of financial reporting, and

•

compliance with applicable laws and regulations.

Internal controls comprise the plans, policies, methods, and procedures used to meet the
organization’s mission, goals, and objectives. Internal controls include the processes and
procedures for planning, organizing, directing, and controlling program operations as well as the
systems for measuring, reporting, and monitoring program performance.
Relevant Internal Controls
We determined that the following internal controls were relevant to our audit objective:
•

BLM’s policies, procedures, and oversight of its field service manager contract with HUD to
ensure the effectiveness and efficiency of its operations and compliance with its contract.

We assessed the relevant controls identified above.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, the
reasonable opportunity to prevent, detect, or correct (1) impairments to effectiveness or
efficiency of operations, (2) misstatements in financial or performance information, or (3)
violations of laws and regulations on a timely basis.
Significant Deficiencies
Based on our review, we believe that the following items are significant deficiencies:
•
•
•

BLM did not adequately manage the vendors performing the work (finding).

BLM it did not consistently follow up on exceptions noted by inspectors (finding).
BLM’s quality control system failed to identify and correct performance issues (finding).
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Appendixes
Appendix A
Schedule of Questioned Costs and Funds To Be Put to Better Use
Funds to be put
Recommendation
Ineligible 1/ Unsupported 2/ to better use 3/
number
1B

$8,034

1C

$488,883

1D
Totals

$891,000
8,034

488,883

891,000

1/

Ineligible costs are costs charged to a HUD-financed or HUD-insured 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 a HUD-financed or HUD-insured 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 clarification
of departmental policies and procedures.

3/

Recommendations that funds be put to better use are estimates of amounts that could be
used more efficiently if an Office of Inspector General (OIG) recommendation is
implemented. These amounts include reductions in outlays, deobligation of funds,
withdrawal of interest, costs not incurred by implementing recommended improvements,
avoidance of unnecessary expenditures noted in preaward reviews, and any other savings
that are specifically identified. In this instance, if BLM implements improvements in its
operations, specifically the effectiveness of its quality control system and routine
inspections, it will put to better use the funds that HUD pays it for such services over the
next year.
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Appendix B
Auditee Comments and OIG’s Evaluation

Ref to OIG
Evaluation

Auditee Comments

Comment 1

Comment 2

Comment 3

Comment 4
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Ref to OIG
Evaluation

Auditee Comments

Comment 2

Comments 1
and 2

Comment 5

Comment 6

23

Ref to OIG
Evaluation

Auditee Comments

Comment 7

Comment 8

24

Ref to OIG
Evaluation

Auditee Comments

Comment 9

Comment 2

Comment 9

Comment 10

Comment 11

25

Ref to OIG
Evaluation

Auditee Comments

Comment 12

Comment 11

26

Ref to OIG
Evaluation

Auditee Comments

Comment 11

27

Ref to OIG
Evaluation

Auditee Comments

Comment 11

Comment 2

28

Ref to OIG
Evaluation

Auditee Comments

Comment 2

29

Ref to OIG
Evaluation

Auditee Comments

Comment 2

30

Ref to OIG
Evaluation

Auditee Comments

Comment 13

Comment 11

31

Ref to OIG
Evaluation

Auditee Comments

Comment 13

32

Ref to OIG
Evaluation

Auditee Comments

Comment 13

33

Ref to OIG
Evaluation

Auditee Comments

Comment 13

34

Ref to OIG
Evaluation

Auditee Comments

Comment 13

35

Ref to OIG
Evaluation

Auditee Comments

Comment 13

36

Ref to OIG
Evaluation

Auditee Comments

Comment 13

37

Ref to OIG
Evaluation

Auditee Comments

Comment 13

38

Ref to OIG
Evaluation

Auditee Comments

Comment 13

39

Ref to OIG
Evaluation

Auditee Comments

Comment 13

40

Ref to OIG
Evaluation

Auditee Comments

Comment 13

41

Ref to OIG
Evaluation

Auditee Comments

Comment 13

42

Ref to OIG
Evaluation

Auditee Comments

Comment 13

43

Ref to OIG
Evaluation

Auditee Comments

Comment 13

44

Ref to OIG
Evaluation

Auditee Comments

Comment 13

45

Ref to OIG
Evaluation

Auditee Comments

Comment 13

46

Ref to OIG
Evaluation

Auditee Comments

Comment 13

47

Ref to OIG
Evaluation

Auditee Comments

Comment 13

48

Ref to OIG
Evaluation

Auditee Comments

Comment 13

49

Ref to OIG
Evaluation

Auditee Comments

Comment 13

50

Ref to OIG
Evaluation

Auditee Comments

Comment 13

51

Ref to OIG
Evaluation

Auditee Comments

Comment 13

52

Ref to OIG
Evaluation

Auditee Comments

Comment 13

53

Ref to OIG
Evaluation

Auditee Comments

Comment 13

54

Ref to OIG
Evaluation

Auditee Comments

Comment 13

55

Ref to OIG
Evaluation

Auditee Comments

Comment 13

56

Ref to OIG
Evaluation

Auditee Comments

Comment 13

57

Ref to OIG
Evaluation

Auditee Comments

Comment 13

58

Ref to OIG
Evaluation

Auditee Comments

Comment 13

59

Ref to OIG
Evaluation

Auditee Comments

Comment 13

60

Ref to OIG
Evaluation

Auditee Comments

Comment 13

61

Ref to OIG
Evaluation

Auditee Comments

Comment 13

62

Ref to OIG
Evaluation

Auditee Comments

Comment 13

63

Ref to OIG
Evaluation

Auditee Comments

Comment 13

64

Ref to OIG
Evaluation

Auditee Comments

Comment 13

65

Ref to OIG
Evaluation

Auditee Comments

Comment 13

66

Ref to OIG
Evaluation

Auditee Comments

Comment 13

67

Ref to OIG
Evaluation

Auditee Comments

Comment 13

68

Ref to OIG
Evaluation

Auditee Comments

Comment 13

69

Ref to OIG
Evaluation

Auditee Comments

Comment 13

70

Ref to OIG
Evaluation

Auditee Comments

Comment 13

71

Ref to OIG
Evaluation

Auditee Comments

Comment 13

72

Ref to OIG
Evaluation

Auditee Comments

Comment 13

73

Ref to OIG
Evaluation

Auditee Comments

Comment 13

74

Ref to OIG
Evaluation

Auditee Comments

Comment 13

75

Ref to OIG
Evaluation

Auditee Comments

Comment 13

76

Ref to OIG
Evaluation

Auditee Comments

Comment 13

77

Ref to OIG
Evaluation

Auditee Comments

Comment 13

78

Ref to OIG
Evaluation

Auditee Comments

Comment 13

79

Ref to OIG
Evaluation

Auditee Comments

Comment 13

80

Ref to OIG
Evaluation

Auditee Comments

Comment 13

81

Ref to OIG
Evaluation

Auditee Comments

Comment 13

82

Ref to OIG
Evaluation

Auditee Comments

Comment 13

83

Ref to OIG
Evaluation

Auditee Comments

Comment 13

84

Ref to OIG
Evaluation

Auditee Comments

Comment 13

85

Ref to OIG
Evaluation

Auditee Comments

Comment 13

Comments 2,
10, and 13

Comment 1
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OIG Evaluation of Auditee Comments
Comment 1

BLM disagreed that it should repay approximately $500,000 in questioned costs
and approximately $890,000 in what we describe as funds to be put to better use
and asked that HUD disregard the recommendations.
Appendix A of the report describes the terms ineligible, unsupported, and funds to
be put to better use. We continue to recommend that BLM repay approximately
$8,000 in ineligible costs for the monthly management fee and one inspection fee,
if applicable, for the properties observed with significant contract noncompliance.
We also continue to recommend that BLM support or repay approximately
$500,000 in unsupported costs associated with repeated unresolved discrepancies
on its exception reports. As part of the audit resolution process, HUD will make a
determination about whether BLM should repay those funds based on review of
supporting documentation.
As additional clarification, funds to be put to better use are not funds that BLM
needs to repay or forfeit in the future. The information is intended to demonstrate
the amount of HUD payments for BLM services over the next year that should be
spent with better assurance of compliance with HUD requirements if BLM
implements the corrective recommendations in the audit report. Further, we
recognize that BLM implemented some corrective actions during the audit and
indicated a willingness to improve its contractual compliance.

Comment 2

BLM wrote that it performed significant work at the properties, was entitled to
payment for those services, and should not be required to repay questioned costs.
BLM provided examples of work it did to bring properties to ready-to-show
condition and wrote that the work it had completed for that purpose would negate
our findings.
We acknowledged in the report that BLM performed work at the properties as
required by its contract. BLM records showed that it performed initial
inspections, initial services, routine inspections, and routine yard maintenance.
However, the observed conditions of the 80 properties with a 71 percent failure
rate and review of records in BLM’s work order system showed that BLM’s
performance failed to fully comply with the contract. As a result, BLM did not
earn its property management fees for those properties identified through
observation and analysis. BLM assigned unreasonable amounts of work to
vendors, failed to resolve discrepancies repeatedly reported by its inspectors at 25
percent of its properties, and had an ineffective quality control system. The
quantity of contractual work BLM performed did not excuse the unacceptable
quality of that work or neglect of its property management requirements. We did
not recommend that BLM repay all of the fees it earned under the contract, only
fees associated with properties not maintained according to its contract.
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Comment 3

BLM questioned our statistical sampling methodology as a very small sample size
and referred to it as a confusing and convoluted extrapolation. It also stated that
we questioned fees related to the analysis of property inspection records, and not
actual inspections.
We used common statistical sampling models to identify a representative sample
of the properties in BLM’s inventory at the time of the observations and common
projection formulas to estimate the error rate in the sampled population. Further,
BLM incorrectly contended that “financial penalties” in the report were not based
on actual observed deficiencies. The only recommendation for BLM to repay
funds associated with the statistical sample was $8,034 in property management
and inspections fees for the 57 properties with questioned costs based on our
actual observations (recommendation 1B). We included a statistical estimate of
$1.36 million in unearned fees over the life of the contract for demonstration
purposes, but did not recommend that BLM repay this amount. As further
clarification, the statistical sample was not related to or used for the $488,883
questioned in recommendation 1C (initially estimated at $500,000).

Comment 4

BLM considered OIG observations as minor, claimed changes in condition
occurred over time, or observed deficiencies were not its fault or its responsibility.
See also comment 12.
As explained in the finding and to BLM staff during the audit, we completed the
two inspection forms attached to the contract to guide and document our property
observations. Attachment 7, FSM Property Inspection Form, was the inspection
checklist that the contract required BLM to use for all routine inspections.
Attachment 8, Property Maintenance Inspection Form, contained additional
questions related to the condition of the property. The inspection forms allowed
for consistent documentation of each property’s condition, including conditions
that were not BLM’s responsibility. For example, attachment 8 contained
questions about missing and broken cabinet doors and missing appliances. We
communicated all observations to BLM with the acknowledgment of this. We did
not question costs or project costs for properties that had only minor issues,
conditions that were not BLM’s responsibility, or conditions that could easily
have appeared since the last routine inspection, such as soiled bathrooms or minor
debris on floors. All of the properties with questioned costs had health and safety
hazards, were unsecured, or were HUD vacant and in significant not-ready-toshow condition. As explained in the finding, many of the conditions we
questioned appeared to have been in existence for a long period of time.

Comment 5

BLM addressed our observations about yard maintenance not being performed in
the winter months, writing that it performed yard maintenance on a case-by-case
basis during the winter.
We added a sentence to the finding concerning the case-by-case nature of BLM’s
yard maintenance during winter. In addition to performing yard maintenance
(such as lawn care and leaf removal), BLM was responsible for ensuring that its
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routine inspections identified and resolved exterior health and safety hazards,
such as trip hazards, holes, rusty nails, and broken glass. We identified exterior
health and safety hazards in 48 of the 80 properties observed. This occurred
because BLM’s vendors did not adequately inspect and document the conditions
of the properties, and when they did, BLM did not always follow up on reported
deficiencies to remedy them.
Comment 6

With respect to high volumes of inspections by certain vendors, BLM wrote that
many vendors had crews and staff that work for them, enabling them to perform
work at multiple properties. BLM further wrote that there was no mandate that
inspections should take a set amount of time.
During the audit, we explained to BLM that because some vendors had multiple
inspectors working for them we summarized the work order data by inspector
name, not by vendor name. For reporting purposes, we identified only the vendor
name, but we provided the names of the individual inspectors to BLM during the
audit. We agree that there is no mandate that inspections should take a set amount
of time. However, it is unreasonable to expect that an individual inspector can
adequately observe, photograph, document, and report the conditions of more
than ten properties per day on a regular basis. BLM and HUD agreed that 20
minutes was a reasonable estimate for the minimum amount of time an inspector
should spend at each property. While BLM does not have to establish a minimum
time, it needs to have some expectation that vendors spend sufficient amounts of
time at the property to adequately perform and document the property inspections.
Our observations that 71 percent of the routine inspections failed to identify and
correct noncompliance showed that BLM did not adequately perform and
document the routine inspections.

Comment 7

BLM wrote that it was inaccurate that BLM focused more on scorecard timeliness
metrics than quality performance. It cited its scores from recent scorecard reports
showing it met the HUD requirements for properties being in ready to show
condition when the asset manager inspected them after BLM completed initial
services.
During the audit, nearly every manager and staff member we interviewed
discussed the importance of meeting the metrics, which were primarily measures
of timeliness. This was so important to BLM that it had a staff member who
monitored its data for all seven HUD contracts to determine whether it would
meet the scorecard metrics each month and to dispute any HUD findings that it
fell below the acceptable performance level. BLM’s president stated the
scorecard metrics were important because BLM had to meet the metrics to keep
the contract.
BLM cited its performance on a metric that was not relevant to the audit
objective, as we did not review initial services or the quality of the asset
manager’s inspections. As explained in the finding, we documented the
conditions of properties at the time we observed them, regardless of how long
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they had been in inventory. Further, 23 of the 80 properties that we observed (29
percent) were custodial properties that were not part of the scorecard metric that
BLM cited. We found health and safety hazards in 15 (65 percent) of the
custodial properties observed, 10 of which had unsecured windows, doors, or
outbuildings. The timeliness of the inspections did not excuse the conditions of
the properties.
Comment 8

BLM wrote that we appeared to lack experience in inspecting properties and were
not adequately trained in what to look for when inspecting properties.
We used the inspection forms incorporated into the contract to guide BLM’s
inspections as the guidance for our review. Completing the inspection forms was
an effective guide to ensure that the properties were adequately and consistently
observed and also documented the property conditions. When BLM’s quality
control manager was present, we asked for his input on certain observations to
gain an understanding of his perspective on the property conditions. We also
consulted with BLM’s quality control manager on items that should be considered
health and safety hazards. Although BLM completed inspections and other work,
it did not ensure that some properties were maintained in accordance with its
contract.

Comment 9

BLM questioned our analysis of its exception report data and objected to the use
of its data to form conclusions about its performance, claiming it had no written
procedures for the use of this report. BLM also asserted that its system of record
did not provide a comprehensive picture of the work performed at each property
and that it was unreasonable for us to base our recommended repayments solely
on this data system.
During the audit, we gained an understanding of the procedures the BLM area 1D
team used to manage the contract. This included but was not limited to the use of
the exception reports as described in the finding. Area 1D staff used the reports
daily as the primary tool to identify discrepancies reported on inspection reports.
Analysis of exceptions report demonstrated that the staff failed to resolve the
reported discrepancies in a timely manner for 25 percent of its properties. As
explained to BLM during the audit, we excluded minor discrepancies and items
that were not BLM’s responsibility from the analysis. We also took the fee status
of the property into consideration and did not hold custodial and held-off-market
properties to the ready-to-show standard. We categorized the questioned costs
resulting from the analysis as unsupported, meaning that further review of
supporting documentation is required to make a determination of the eligibility of
the costs for these properties. HUD will make that determination during the audit
resolution process.
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Comment 10 BLM wrote that we disregarded the comprehensive efforts it performs daily to
discover and correct deficiencies at its properties.
We gained a thorough understanding of BLM’s operations under the area 1D
contract, including performing walk-throughs of key processes; interviewing
management and staff in BLM’s headquarters, area 1D office, and quality control
team; and reviewing supporting documents. We acknowledge BLM's efforts to
manage its contract; however, as explained in the report, those efforts were not
always successful in ensuring its compliance.
Comment 11 BLM wrote that it always had a strong, robust quality control program and
corrective work protocol and that it has improved them based on our findings.
BLM described its plans to improve its performance and contract compliance. It
outlined an 11-point action plan to increase quality in the 1D contract area.
BLM’s 71 percent failure rate of its routine inspections support that BLM’s
quality control system that was in place at the time of the audit was ineffective.
We encourage BLM to continue to make the improvements it cited in its
comments.
Comment 12 BLM wrote that, contrary to our findings, not all employees and vendors required
background investigations. It wrote that it was required to conduct background
investigations for employees who accessed HUD information systems, but not
others.
We disagree. BLM was required to conduct background investigations for all
staff working on the area 1D contract, not just those with access to HUD
information systems. According to contract section C.4.6, Employee Security
Standards,
The Contractor, at their own expense, shall perform financial and criminal
background investigations of all employees, to include any subcontractors,
performing services or work in accordance to this [performance work
statement] as it is determined by HUD.
Comment 13 In pages 11-64 of its written comments, BLM provided an itemized response to
the property conditions citied for the 57 properties with questioned costs. We
reviewed the response to each property, but will not respond to these comments
individually in the report. BLM did not provide individual supporting
documentation for its assertions. BLM will need to provide any such
documentation to HUD and work with HUD to address the findings and
recommendations. In general, BLM frequently wrote that a questioned property’s
condition was not its responsibility, likely occurred since its last routine
inspection, or that the next routine inspection would have identified and resolved
the conditions. In some cases, it agreed that the condition was a problem that
should have been identified and resolved. As stated previously, we did not
question costs for properties with minor issues or conditions that were not BLM’s
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responsibility or could have occurred since its last routine inspection. We
disagree with BLM’s statement that the next routine inspection would have
identified and resolved the conditions because the conditions appeared to have
been in existence since BLM performed the initial services. At four properties,
the sign-in sheet showed that BLM’s inspector had been there the same day,
which contradicts BLM’s assertion that the conditions would have been resolved
on the next routine inspection or had occurred since the last routine inspection.
BLM’s inspectors failed to identify and resolve those conditions on previous
routine inspections or identified and reported them, but BLM did not follow up to
ensure they were resolved. For these reasons, we recommend that HUD hold
BLM accountable for not meeting the contract requirements and require BLM to
repay the property management and inspection fees associated with the
unacceptable work at the time of the audit observations and as identified in our
data analysis.
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