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At the request of Mayor Amicone, the Inspector General’s Office has conducted a review of the Department of Planning and Development. Our findings and recommendations are set forth below.

Background

The Department of Planning and Development (“Department”) is comprised of three units: the Community Development Bureau (“CDB”), the Development Administration, and the Bureau of Planning. 

CDB administers federal and state funded grant programs aimed at addressing social and economic issues in the City’s low income neighborhoods. The CDB awards grant funds to and oversees the expenditures of funds by a variety of Community Based Organizations (“CBOs”) and City agencies working on issues related to housing and homelessness, jobs and economic opportunity and “quality of life” – such as public health, youth services and the impact of crime. The largest programs that the CDB administers are the Community Development Block Grants Program (“CDBG”) and the Home Investment Partnership Program (“HOME”). 

The Development Administration works on development-related issues and serves as the staff for the City’s Community Development Agency (“YCDA”), an independent City public benefit corporation which plans for and conducts urban renewal programs. The focus of the YCDA’s current work is on establishing six new urban development areas within the City.

The Planning Bureau acts as a liaison between private sector developers and the City.  In addition to serving as a resource for developers on such matters as zoning, planning and regulatory issues, the Planning Bureau works with developers to help ensure they are aware of and comply with applicable City and State regulations.  Although the Planning Bureau is organizationally part of the Department of Planning and Development, it has a separate budget and for all practical purposes acts autonomously with limited oversight from the Commissioner of the Department.  For that reason, we decided not to include the Planning Bureau in this review.

The Department of Planning and Development has 10 employees and an approximate annual operations budget of $1 million.  Eighty percent (approximately $800,000) of the Department’s operating budget is paid for by federal grant money.  The remaining twenty percent is funded by the City of Yonkers. On an annual basis, the Department administers approximately $7.5    million of federal and state grant money.  

Scope of Review 


Mayor Amicone requested that the Inspector General conduct this review after the unexpected death of Steve Whetstone, the Commissioner of Planning and Development, in December of 2005. Specifically, the Mayor wanted to be able to provide any newly appointed Commissioner with a review and assessment of the Department’s overall operations. To this end, the focus of our review was on the CDB that accounts for a majority of the Department’s operating budget and performs the core function of administering the City’s grants programs. 

Our efforts included interviews of almost every Department staff member; a review of the Department’s policies and procedures, together with reviews and analysis of hundreds of pages of Department financial records and grant documents.  We also interviewed City and federal officials with knowledge of various aspects of the Department’s operations.  We also reviewed notes taken during previous conversations between the Inspector General’s Office and former Commissioner Whetstone that provided additional insights into departmental operations.  Finally, we performed selective audits of grants awarded and administered by the CDB to gauge whether operations were efficient and followed applicable policies and procedures.

Early on in the review process we recognized that the CDB administers a variety of grant programs that have different administrative and accounting procedures. To provide a basic understanding of Department operations, in Section I of this report, we provide a brief description of the Department, an overview of the work CDB performs, and a description of the programs that CDB administers.  
In Section II, we set forth our analysis of the CDB grants administration process.  In Section III, we set forth our analysis of the Yonkers Community Development Agency’s financial operations.  In Section IV, we set forth our analysis of the Department’s Accounts and Financial Records, and in Section V, we provide our analysis of the Department’s Budget and Staffing. In Section VI, we set forth our conclusions and recommendations.


A draft copy of this report was provided to Tony Labreglio, CDB Assistant Director/Finance and Joe D’Lando, Director for Special Projects of the Development Administration, who reviewed it for accuracy and provided feedback. To the extent that they raised questions about our findings, their comments and concerns are noted in the report as is the Inspector General’s response to their comments.


 We would specifically like to thank Mr. Labreglio and the staff of the Department for their cooperation and candor in working with the Inspector General’s Office on this project. The staff was very patient in explaining the numerous programs and administrative procedures to us, and was responsive in providing us with relevant documentation.
Summary of the Findings


Overall, we found that the Department of Planning and Development does a workmanlike job administering the City’s grant programs. There are adequate internal controls to ensure the integrity of the financial operations, and the manner in which the grant monies are administered complies with the technical requirements established by the US Department of Housing and Urban Development (“HUD”) and other funding agencies. We found the staff to be knowledgeable and committed to the work they perform, and generally open to suggestions concerning how operations could be streamlined and improved.

Although the Department meets the specific requirements of the grant programs, we found that the work of the Department is too narrowly focused on the administrative process. In keeping with the sentiments of the late Commissioner Steve Whetstone, we believe that consideration should be given to broadening the scope of the work that the Department performs in order to expand the delivery of social services to the targeted low income neighborhoods within the City. The Department could expand its role by developing and implementing strategies to help Community Based Organizations more effectively deliver services. One particular resource the Department could provide to CBOs is help with grant writing. Because the Department has accumulated a surplus in its grants administration funding, we believe that the Department has sufficient resources to develop these expanded capabilities without having to request additional monies from the City’s annual budget.

With respect to the Department’s accounting procedures, we believe that the process by which the City draws down grant funds to reimburse its own expenditures could be simplified. The City should establish a unified system under which the City applies for and receives grant funds before the City provides funding to the grant recipients. We also believe that the management of the HOME Program would benefit from the creation of a comprehensive computer database that could be used to track all program loans.

With respect to staffing and budget issues, approximately $200,000 or 20% of the Department’s budget is currently funded through the City’s annual budget. We believe that it may be possible to fund a greater percentage of the budget through grant funds or future YCDA income. This could save the City money in the annual budget. Also, we believe that it may be appropriate to consider consolidating the Development Administration with the Bureau of Planning.

A complete list of our specific recommendations appears in part VI of this report.
I. Overview of Work Performed and Description of Programs Administered

General Organization of the Department of Planning and Development

The Department of Planning and Development is comprised of three units: the CDB, the Development Administration and the Bureau of Planning. The CDB has six employees responsible for federal grants administration. The Development Administration has two employees who are responsible for staffing the Yonkers Community Development Agency and performing other development related activities. (The Planning Bureau, with five employees, is not a subject of this review. 
) The CDB and the Development Administration report to the Commissioner of Planning and Development. There is also one clerical employee who reports directly to the Commissioner. A copy of the Department’s organizational chart is attached as Exhibit “1”.
 Salaries of CDB employees are paid for out of federal grant funds monies. Salaries of the Development Administration staff are paid out of the City budget. 
Overview of Work Performed by CDB

The CDB’s main function is to administer grant funds, which are aimed at addressing social and economic issues in the City’s low income communities related to housing and homelessness, jobs and economic opportunity and quality of life, which include public health, youth services and the impact of crime.
 Under a number of federal and state grants programs, the City receives an annual allotment of funds which is distributed by the CDB to qualified CBOs,
 a few City-related agencies, and, in the case of the HOME program, to individual homeowners, developers and non-profit housing organizations. The CDB is responsible for ensuring that all grant funds are awarded consistently with grant requirements; and that once grant awards are made, that the recipients use the funding consistently with grant guidelines. The CDB oversees approximately $7.5 million in annual grant spending.

The CDB’s current strategy for administering the grants program is set forth in the City’s Five-Year Consolidated Plan submitted to the Department of Housing and Urban Development for the time period of 2005 to 2009. The Five-Year Plan assesses the City’s housing and community development needs; defines the City’s priorities for expanding housing opportunities, creating jobs and economic opportunities, and improving quality of life in the low income areas of the City. The Plan also describes the City’s strategies for achieving its priority objectives. 

In addition to the Five-Year Plan, every year CDB compiles two comprehensive documents that detail the CDB’s administration of the City’s grants program: the City’s Annual Action Plan, and the Consolidated Annual Performance and Evaluation Report (“CAPER”). The Annual Action Plan identifies the social issues that the City seeks to address through grant funded programs; sets forth the process under which the City evaluates grant applications and makes grant selections; and identifies the recipients of the grants. The CAPER reports on the City’s “summary of resources and programmatic accomplishments”; provides a status report on the City’s overall strategy in administering the grants program; and evaluates the progress made during the previous year.

Survey of the Grant Fund Programs

Set forth below is a list and description of the grants that CDB administers.
CDBG – The largest grant fund that the CDB administers is the federally funded Community Development Block Grant program. In Year 32-2006 of this program which began in February 2006,
 the City will receive $3,834,113 in CDBG funding, which is 10% less than what was received the prior year.
 (The decrease is attributable to cuts in the program made at the federal level.) Under a Court order in the City’s ongoing federal desegregation litigation, the City is required to allocate 25% of annual CDBG funding to the Affordable Housing Trust Fund, which is administered by the Affordable Housing Office (“AHO”). The AHO reports directly to the Mayor, thus, the CDB is not responsible for monitoring or reviewing the expenditures of this portion of CDBG funding.


Pursuant to HUD guidelines, 20% of CDBG funding or $575,117 is utilized for CDB general program administration, which primarily pays for CDB staff salaries.
 The remaining funds will be distributed in 56 different grants to Community Based Organizations and certain City-related agencies.
 Grants range from a low of $4,500 for the Salvation Army to a high of $400,000 for the City’s Downtown Waterfront Development Agency. (A document entitled “Year 32 Budget” which lists the grant recipients is attached as Exhibit “2”.)
HOME – In 2006, the City will receive $2,052,278 from the federal Home Investment Partnership Program. Of these funds, CDB’s general program administration utilizes $202,178. The objectives of the HOME program are to create and maintain affordable housing opportunities for low and moderate income residents, and to eliminate substandard housing. There are three specific Home programs: the First-Time Homebuyer program; the Home Improvement program; and the Rental Housing Rehabilitation Program. The vast majority of HOME funds are distributed through low interest loans to qualified applicants. Income from loan repayments is reinvested in the program. To qualify for HOME loans, applicants must meet specific income eligibility guidelines.
ESG – In 2006, the City will receive $163,253 from the federal Emergency Shelter Grant Program. ESG provides funding for programs that address issues related to homelessness. Of these funds 5% or $8,162 is utilized for CDB general program administration; 30% of the funding is awarded to CBOs that provide “essential services” such as the American Red Cross and Legal Services of Hudson Valley; 30% is awarded to CBOs which seek to prevent homelessness such as CLUSTER; and 35% is awarded to two CBOs which provide shelter: My Sister’s Place and Westhab. 

HOPWA – In 2006, the City will receive $308,106 in funding from the Housing Opportunities for Persons with Aids (“HOPWA”) program. As apparent from the title of this grant program, under HOPWA, funding is available for a wide variety of activities related to housing issues that confront persons with Aids.
Weed and Seed – In 2006, the City anticipates receiving approximately $250,000 from the U.S. Department of Justice’s Weed and Seed program. The program aims to prevent, control and reduce violent crime, drug abuse and gang activity in high crime neighborhoods through a two-prong approach: 1) law enforcement is used to “weed” out criminals who participate in violent crimes and drug abuse, and 2) Non-profit organizations “seed” the targeted neighborhoods by providing human services encompassing prevention, intervention and treatment programs.
NY State Criminal Justice Services – Since January 1, 2005, the City has received a total of $302,644 from the State for programs aimed at preventing delinquency and reducing recidivism among youth who are considered high risk.

Non-profit Organizations and Other Department Activity 

The Department’s two employees who are part of the Development Administration serve as staff for the Yonkers Community Development Agency. YCDA is a public benefit corporation that was created in the 1960s to conduct urban renewal projects. As of January 2006, the YCDA owned 144 parcels of property in the City, including key development sites in the downtown and waterfront areas. The Development Administration staff work on YCDA projects under the direction of the Commissioner of Planning and Development, who also serves as the secretary of the YCDA.

The Department also is responsible for the financial oversight of two other non-profit organizations: the Southern Westchester Infrastructure for Future Technology (“SWIFT”) and the Housing Development Finance Corporation (“HDFC”). SWIFT is a technology initiative funded through a five year contract with Verizon that ends in April of 2006. Thereafter, the program will end. HDFC was created to develop affordable housing within the City. The Department anticipates that HDFC will become active when the Father Pat Carroll affordable housing project
 nears completion because HDFC will receive a portion of the proceeds from the sale of each completed unit. 

In addition, the Department also services a 30 year Urban Development Action Grant (“UDAG”) mortgage that was originally given to the Loral Corporation when it leased  the Ridge Hill property.
 CDB also maintains the bank account for a revolving commercial loan program which was funded with past CDBG funds.

II. CDB Grants Administration

The procedures the CDB follows for awarding and monitoring grants varies depending on the particular grant it is administering.  For instance, the federally funded CDBG and ESG programs follow one set of procedures, while the HOME loan program, which is also federally funded, follows a different set of procedures. The smaller state funded HOPWA, Weed and Seed and NY State Criminal Justice programs have their own administrative processes. These different procedures have been developed by CDB to accommodate the requirements of the specific grants it administers.


We first reviewed the procedures that CDB follows when awarding and monitoring CDBG and ESG funds.  We then selected and reviewed a sample of CDBG and ESG grants to determine whether the procedures had been followed and whether all payments to grantees met the grant program’s requirements. We also reviewed the procedures for awarding and monitoring loans under the HOME program.  We then selected and reviewed a sample of HOME program loans to determine whether the procedures had been followed.



HUD Oversight


Before setting forth our analysis of CDB’s grants administration, we note that the US Department of Housing and Urban Development administers Yonkers’ yearly allocation of CDBG, HOME and ESG funds.
 HUD monitors the City’s grant programs and requires that the City, through CDB, submit detailed reports on the City’s grants administration. These reports, which were described above in the overview section of the CDB programs on page 5 herein, provide a detailed description of CDB’s activities, strategies and objectives. 


According to Jan Feuerstadt, the former HUD Senior Community Planning and Development Representative responsible for Yonkers matters on a day-to-day basis, Yonkers’ submissions are of very high quality and clearly demonstrate that the City is meeting its obligations under the federal grants programs.
 Ms. Feuerstadt stated that she had an excellent working relationship with Steve Whetstone and CDB staff, with whom she was in regular contact. She served as a resource for CDB staff to ensure that CDB decisions and activities met the requirements of HUD regulations.


With respect to monitoring CDB activity, on an annual basis HUD reviews the competitive process that the CDB utilizes to award grant funds, reviews the annual reports for compliance with HUD regulations, and on a three year cycle conducts on-site audits of specific programs. The last on-site audit that HUD performed of CDB was of the HOME program in 2003. Except for a few questions about the CDB’s recordkeeping, the 2003 audit found that the program was in substantial compliance with federal regulations, and complimented the City for its accomplishments in the administration of HOME funds.
 Ms. Feuerstadt indicated that it was likely that HUD will audit the CDBG program within the next year.


CDBG and ESG Programs

Although CDB does not have a comprehensive policy and procedure manual – and we recommend that such a manual be created – it has developed detailed procedures for awarding and monitoring CDBG and ESG funding. The procedures have evolved over the 32 years that the CDBG program has been in existence and they are based on HUD regulation requirements. The procedures are summarized below:

Application Process

· In July, the City solicits applications from CBOs for grant funding.

· During the application period, CDB offers technical assistance to CBOs in preparing their applications.
· Completed applications, which include a description and proposed budget for the activities to be funded, are due in early September.
· Applications are evaluated until the middle of October, at which time CDB publishes a Draft Plan of proposed grant awards.
· In late October, CDB holds a public hearing on the Draft Plan.
· CDB accepts public comments on the Draft Plan through the middle of November.

· The Final Plan is adopted by mid-December and submitted to HUD for approval.

· After HUD reviews and approves the Plan, it sends a contract to the City for execution by the Mayor.

· CDB advises the selected CBOs of the amount of their grants and requests that each submit a revised application that includes a new scope of services and budget that conforms to the amount of the award.

· Based on the revised application a contract with each CBO is prepared and is then submitted to the City’s Board of Contract and Supply for approval.

· The Program Year begins on February 1.


Claims Procedures
· New grants are entered into both the City and HUD accounting systems. During the course of the program year, data concerning expenditure of grant funds is entered in these systems.
· CDB’s Fiscal Officer meets with each CBO to review the terms of the grant and explains the claims process. All claims that CBOs submit to the City must include documentation that the CBO has already paid the claim.

· The CDB Fiscal Officer reviews all claims submitted by CBOs to ensure accuracy of documentation and that expenditures are consistent with grant regulations.

· Once a claim is approved by the Fiscal Officer it is countersigned by the Assistant Director/Finance and the Commissioner of Planning and Development. Approved claims are then forwarded to the City’s accounts payable office in the Finance Department. (For a review of the payment and reimbursement process see Section IV herein.)

CDB Monitoring of CBOs

· CBOs are required to submit quarterly progress reports on their grants to the CDB.
· CDB staff maintains regular contact with CBOs during the program year and will conduct site visits as required.

Inspector General Review of CDBG and ESG Programs


In the Year 32 application process, CDB received CDBG grant applications from CBOs requesting nearly $4.1 million and awarded approximately $2.3 million in grants. The Inspector General’s Office discussed the application process with CDB staff and reviewed relevant documents and records including the CDB’s database which keeps track of all grant applications and awards on an annual basis. We found that records related to the grant award process are detailed, track the procedures that the CDB has put in place, and conform to the requirements that have been established by federal regulation. 


We also reviewed the files and paperwork associated with five grants from the Year 31 budget, which ended on January 31, 2006. We selected a cross-section of grants for review that were awarded to the following entities:

· Office of Downtown Waterfront Development –


 $440,000 (the largest grant)
· Cluster – $20,000

· My Sister’s Place – $20,000

· Nepperhan Community Center – $39,000

· North Yonkers Preservation Development Corporation –


 $34,000
The Office of Downtown Waterfront Development is a City department.  The other four grantees are CBOs.
 


With respect to the grants to the four CBOs that we reviewed, we are satisfied that each fully complied with the application and claims procedures established by the CDB. Generally, grant funds were being used to pay staffing and related program expenses consistent with the terms and conditions of the grant and the City’s contracts with the CBOs. Thus, we found that each was in compliance with all applicable rules and regulations, and that all grant funds were accounted for and appropriately monitored by CDB.

With respect to the $440,000 grant for the Office of Downtown Waterfront Development Corporation, we are also satisfied that all grant funds are properly accounted for. Because this grantee operates as a City office, as a matter of policy, it was not required to submit an application. The decision to fund this grantee was made internally by the City. The largest portion of this grant, $300,000, is used to pay part of the debt service on a $3.1 million federal loan on the Gazette Building located on Main Street and owned by the Downtown Waterfront Development Corporation.
 With respect to the Office of Downtown Waterfront Development’s use of the remaining grant funds, we note that as part of its analysis of CDB’s year 32-2006 grant implementation, HUD has questioned the eligibility of $100,000 of this grant. See letter of Sean Moss, HUD Regional Director, received January 30, 2006. CDB provided additional information regarding the justification for the additional $100,000, on March 1, 2006, and is currently awaiting HUD’s response.


Based on our review of the application and award procedures and our review of the five grants described above, we are satisfied that the grant programs are being appropriately administered. We found that CDB does a good job administering the CDBG and ESG grants. Grant awards are well documented and submitted claims are properly reviewed and approved before they are submitted to the City’s Finance Department for payment.


The HOME Program


From its inception in 1992, the federal government has appropriated a total of $27,305,772 in HOME funds to the City.  As of March of 2006, CDB has funded a total 209 home and apartment rehabilitation projects and assisted 75 first time home buyers.


HOME Program Director Frank Martinez, manages all aspects of CDB’s HOME Program. Mr. Martinez follows the HUD Home regulations as the guidelines for running the HOME Program. In the past Mr. Martinez worked closely with Commissioner Whetstone in implementing this program.

Mr. Martinez’s responsibilities include processing all applications for each of the three HOME programs (see page 6, above); working with applicants to ensure that all required information is supplied; seeing that the Department’s housing inspector conducts required site visits, making recommendations for loan approvals,
 bidding out construction work, monitoring construction work, and servicing all existing loans. All recommended HOME loans are submitted to the City’s Board of Contract and Supply for final approval.


In 2003, HUD conducted a detailed audit of the City’s HOME program. In the conclusion of a seven page report, HUD found that the program was substantially in compliance with all Federal regulations and commended the Department for its accomplishments in the administration of HOME funds.

Inspector General Review of the HOME Program

In conducting our review of the HOME Program we selected 11 loan files to review: 6 of the files were open and the loans are currently being repaid; 4 files were closed because the loan had been satisfied. The files we reviewed included home improvement loans, apartment improvement loans, and first-time home buyer loans. We also reviewed the only file that the Department is considering putting into foreclosure.

In all cases, we found that the files were substantially complete and had all necessary documentation including the initial application and full mortgage documents. Although the Department does not maintain a policy manual regarding the HOME program, as we believe it should, the files appear to be consistent with the HUD program requirements. With respect to the one loan in which foreclosure is contemplated, we found the facts and circumstances of that particular loan to be unique, and that all issues regarding the delinquency were documented.

We also reviewed the internal schedules that Mr. Martinez has developed to track the progress of the numerous loans and applications within the HOME program. We had some initial difficulty understanding these schedules, however, once they were explained to us, we were satisfied that they accurately reflected the current activity of the numerous loans within HOME program. 

Mr. Martinez recognized that the schedules he creates are not integrated into a comprehensive automated system. He stated that his past requests for such a system had been denied for lack of funding. We concur with Mr. Martinez’s assessment about the lack of a comprehensive automated system, and believe that management of the HOME program would benefit from having a database which contained a record of all HOME loans and pending applications. Such a database would allow for staff to generate management reports that would make it easier to track individual loans and applications and to assess the overall progress of the HOME loan program. We note that CDB keeps track of the CDBG program through a Microsoft Access database, which makes information about the CDBG program easily accessible. We recommend that Mr. Martinez work with the City’s MIS Department to develop a database specifically tailored to the HOME program.

Finally, we are also satisfied that there are adequate internal controls to ensure the financial integrity of the HOME program. Our review revealed that all program funds were properly accounted for and that all receivables for the revolving loan program were accurately reflected in the City’s automated accounting records. (See also page 19 herein.)

Ethics Question

Prior to commencing our review of CDB, the Inspector General’s Office received several inquiries regarding whether City officials and employees who serve on the boards of directors of local CBOs have conflicts of interest with respect to the City’s award of CDBG funding to those CBOs. A number of City officials and employees, including the Inspector General, serve on the boards of directors of CBOs within the City.
 We also understand that former Commissioner Whetstone served on the board of directors of YALIS, a CBO that receives CDBG funding.


 The Yonkers Code of Ethics does not place any specific limitations with respect to City employees volunteering with non-profit groups that receive City grant funding. However, New York State General Municipal Law § 801 prohibits public servants from having an interest in contracts with third parties if they receive a direct or indirect monetary benefit and can exercise control over such contracts. Moreover, public servants are required to avoid the appearance of any conflict of interest. Given these ethics requirements, we believe that it would be appropriate for the City’s Ethic’s Board to render an opinion as to whether CDB employees who administer the grants programs can serve on the Boards of Directors of CBOs who receive grant monies, and also advise other City employees about any ethical considerations which apply when volunteering with City CBOs which receive City grant funds.


The Inspector General will refer this matter to the City’s Ethics Board for consideration.
III. Yonkers Community Development Agency Financial Operations

Overview


The Yonkers Community Development Agency was created in 1964 pursuant to Article 15-B of the New York State General Municipal Law (“GML”). The YCDA has broad powers to designate urban renewal areas of the City and engage in urban renewal projects as set forth in Article 15-A of the GML. The powers include the right to purchase and condemn property, borrow money and issue bonds. Under the authorizing statute, the YCDA consists of seven members: the Mayor, City Council President, Planning Director, Corporation Counsel, Comptroller and two City residents who are neither City officials nor employees, who are appointed by the Mayor with the advice and consent of the City Council.


Since its inception, the YCDA has engaged in various urban renewal projects on the City’s west side. Perhaps the most notable has been the YCDA’s involvement in efforts to revive the City’s downtown and waterfront areas. According to CDA records, there are currently 10 urban renewal areas within the City, some dating back to the 1970s. The YCDA is the owner of several of the key development sites in the downtown and on the waterfront, including the old library building on Main Street, and development parcels “H” and “I” which have recently been targeted for development by a consortium of three developers Streuver Fidelco Cappelli, LLC. 

The current activity of the YCDA has centered on six proposed new urban renewal areas located on: Alexander Street, Ashburton Avenue, Ravine, Nodine Hill, the Lower West Side, and Neperhan Valley. The CDA has engaged planning consultants to draft a Master Plan, Urban Renewal Plan, Environmental Impact Statement and Zoning Plan for the Alexander Street and Ashburton Avenue urban renewal areas. The Ashburton Avenue Draft Master Plan and Environmental Impact Statement prepared by the consultant BFJ Planning are available for review on the City of Yonkers website.


The YCDA’s current activity has been made possible by its recent income from the sale of development parcels in the Downtown and on the Waterfront for approximately $1 million.
 The YCDA also anticipates generating more revenue from the sale of additional properties. The proceeds of these sales are currently earmarked to pay for the costs of hiring consultants to advance the redevelopment of the YCDA’s designated urban renewal areas.


In addition to the retained consultants, the two employees who are part of the Development Administration serve as staff to the YCDA. (Staffing issues related to the Development Administration are reviewed in section V of the report.)

Inspector General’s Review of the YCDA’s Finances

We reviewed the YCDA’s revenues and expenditures from 2004 through January 31, 2006. During this period the YCDA had revenues of $1,066,364 and expenditures of $815,617. The expenditures included: $96,400 to the Yonkers Downtown Waterfront Development Corporation; $318,996 to the planning consultant AKRF; and $400,000 to the nValley Technology Center, Inc. for lease of office space.

We found that all of the expenditures we reviewed were consistent with the purposes of the YCDA and that all expenditures were appropriately documented. The payments to the Yonkers Downtown Waterfront Development Corporation were earmarked for eligible activities in a designated urban renewal area. The contract with the planning consultant AKRF for work on the proposed Alexander Street Urban Renewal Area, was entered into by the YCDA after a competitive RFP process. The contract was approved by the City’s Board of Contract and Supply, and all payments under the contract were consistent with the contract terms. The YCDA’s lease with the nValley Technology center was cancelled in October of 2005, and we reviewed documentation showing that the $400,000 payment has been remitted back to the YCDA.


As with the CDB, the City’s Finance Department pays all approved YCDA claims. This provides the necessary internal control to ensure the integrity of YCDA’s expenditures.
IV. Department Accounts and Records

Overview

Our review of the Department of Planning and Development’s financial records consisted of three parts: 1) a review of all bank accounts controlled by the Department; 2) a review of the City’s payment of claims on behalf of the Department in the sample month of December 2005, along with an evaluation of the process by which the City is reimbursed for claim payments and payroll related expenses from the grants programs; and 3) a comparison of the Department’s loan receivables for the HOME program to the City’s automated financial records as of June 2005. The purpose of our review was to verify the accuracy and integrity of the Department’s financial records and to evaluate the efficiency of the Department’s payment and reimbursement process.


Department Bank Accounts


The Department maintains sixteen bank accounts in six different banks. The accounts are used to collect loan repayments and grant fund reimbursements and also to disburse funds to the City of Yonkers for the reimbursement of paid claims. The Department frequently holds several separate accounts for an individual program:

Program


Number of Accounts


      CDBG



2



      HOME



4



      Loral/UDAG


1


                 CDA



2



      SWIFT



3



      HDFC



1



      Miscellaneous


3


The Department monitors the accounts by reviewing the monthly activity appearing on the bank statements.  After conducting this review, the Department forwards the statements to the City’s Finance Department for reconciliation with the City’s automated accounting system known as LGFS.
 


We are satisfied that there are adequate internal controls over the Department’s bank accounts to ensure their accuracy and to eliminate opportunities for improper payments. The City Finance Department’s reconciliation of these accounts, coupled with the fact that the City issues payment of all claims (see below), helps to ensure that payments are properly accounted for and related to legitimate program activities.


We note, however, that it appears that three of the current miscellaneous accounts with combined balances of approximately $240,000 are not active and do not correspond to current Department programs.
 We recommend that these accounts be reviewed and, if appropriate, closed after the balances are allocated to active accounts. (Mr. Labreglio informed us that based on our review, this issue is being addressed.)

December 2005 Claims Payments and the City Reimbursement Process


We conducted a review of all grant claims paid by the City on behalf of the Department for the month of December 2005, and of the reimbursement process. Generally, payment of claims follows a two-step process.  First, the Department reviews a claim and all supporting documentation to determine whether all requirements for payment have been satisfied.  Once it is determined that all requirements for payment are met, the Department approves the claim and forwards it to the City’s Finance Department for payment. Checks for payment of approved claims are issued by the Finance Department. The City is subsequently reimbursed by CDB for these payments. In most cases, the City will only be reimbursed for these expenditures after the City has made payment to the CBO. 


The payment and reimbursement process differ based on the type of grant the claim is submitted under. For grants funded with HUD money (e.g., CDBG, HOME and ESG grants) the payment and reimbursement process works as follows:

· Claims are reviewed by the CDB to determine whether they are properly documented and meet all program requirements;

· Approved claims are sent to the City’s Finance Department, which in turn issues checks payable to the CBO.

· On a monthly basis, CDB enters into the HUD accounting system the total amount of the claims that the City has paid to CBOs and other grantees. This allows for HUD to reimburse the City for its expenditures through an electronic transfer of federal grant funds to a CDB bank account.

· Upon receipt of the HUD reimbursement, the CDB Fiscal Officer prepares a City Cashier’s form and thereafter a check is cut from the CDBG bank account to reimburse the City.

The reimbursement process under the grants not affiliated with HUD varies greatly. For example, under the NYS Criminal Justice Services grant, reimbursement monies are sent to the City directly before claims are paid; under the HOPWA grant, Westchester County remits a check to CDB after claims are paid; and under the Weed and Seed grant, City expenses are paid directly to the City.

In evaluating the claims process, we are satisfied that only appropriate claims are being paid and that there are adequate internal controls to ensure the integrity of the claims payment process. However, we found the reimbursement process to be unnecessarily cumbersome and inefficient. 

As outlined above, with respect to HUD affiliated grants, the current procedures require the City’s Finance Department to pay approved claims before the CDB requests grant funds from HUD to cover the cost of the claims. HUD, however, does not reimburse the City Finance Department directly. Instead, HUD first releases money into a CDBG account, and then CDB authorizes a transfer of funds to reimburse the Finance Department. The City then writes a check to itself and deposits it into a City account.  In our evaluation, we found that there are several unnecessary steps in this procedure.


The applicable HUD regulations do not require that the City Finance Department pay the grantee before CDB can draw down grant funds from HUD. The regulations only require that CDB pay the grantees’ claims within a 
reasonable period of time that is in close proximity to the time when CDB received HUD funds to cover those claims.
 Thus, the current procedure of having the Finance Department pay all claims first is not specifically required, and we find it to be unnecessarily bureaucratic. We believe that the process should be changed so that the City is paid by HUD before the City pays the approved claims. Also, HUD should directly reimburse the City instead of using a CDBG bank account. Ideally, the Department should develop a unified reimbursement procedure that would be applicable for all the grants it administers.

Mr. Labreglio questioned our recommendation regarding the proposed change in the reimbursement process. He was concerned that the change could lead to delays in the payment of CBOs’ claims and potentially complicate the audit trail of the claims and reimbursement process, because of the commingling of CDB/HUD funds and City funds, in a City’s bank account.

Upon consideration of Mr. Labreglio’s concerns, we stand by our recommendation, and believe that the audit trail is adequate.
Accuracy of the Department’s Records with Respect to HOME Program Receivables 

The City’s Finance Department processes all receipts and disbursements for the HOME Program and all other grant programs administered by CDB. The accounting procedures for the HOME Program differs from the other grants programs because it has a “revolving loan” component under which grant recipients make monthly payments to the City on their loans. As a final check on the accuracy of the Department’s financial records, we wanted to establish that all receivables due to the City from the revolving HOME loan program, as documented by the Department’s own internal records, were accurately reflected in the City’s accounting system – LGFS.

We conducted this review as of June 30, 2005, the end of the City’s last fiscal year. As of that date, the receivable balance for the Home revolving loan program as recorded in LGFS was $4,094,733. We reviewed CDB documentation that verified the accuracy of this amount. Thus, we are satisfied that all receipts and disbursements associated with the revolving HOME loan program have been processed accurately by the City, and are fully supported by documentation maintained by CDB.
 
V. CDB Budget and Staffing


Overview

The Department of Planning and Development’s proposed budget for fiscal year 2006-2007 is approximately $995,951. The budget is funded through $785,457 in grants administration monies and $210,494 in City appropriations. Salaries and fringe benefits account for approximately 86% of the budget. There are 10 funded positions: 7.75 positions, totaling $673,142 in salaries and fringe benefits, are grant funded and 2.25 positions, totaling $185,244 in salaries and fringe benefits, are funded through the City. (75% of the Commissioner’s position, which is currently vacant, is allocated to grants funds and 25% to City funds.)
 After salary related expenses the largest budget item is $66,151 in professional fees.


Discussion with Commissioner Whetstone

In 2004, in conjunction with an Inspector General’s review of the City’s Department of Constituent Services, we spoke in depth with Steve Whetstone about the City’s work with Community Based Organizations. According to Mr. Whetstone, the CDB staff spent most of its time administering the federal grants programs by maintaining accurate financial records and meeting the substantial reporting requirements of HUD. Mr. Whetstone believed, however, that ideally the City should be more involved in programming and serve as a resource for CBOs in helping them to increase the reach and effectiveness of worthwhile programs. Mr. Whetstone stated that CDB did not have the resources to provide this kind of leadership, but believed that such resources could be added to his Department or that the Department of Constituent Services could engage in this work. Mr. Whetstone noted that back in the 1990s, the predecessor of the Department of Constituent Services worked actively with CBOs.


Specifically, Mr. Whetstone believed that the City could help CBOs identify grants for which they may qualify and help in the grant writing process. He also believed that the City could engage in program development in which the City identified community issues and designed strategies in which the City and CBOs could work together to solve identified problems. Mr. Whetstone believed that the City should not just administer grant funds, but should also play a proactive role in addressing community needs. 


Findings and Recommendations

Upon analyzing the Department’s budget, meeting with staff, and reviewing the work they perform, we make the following findings and recommendations:

· CDB’s 7.75 staff positions are adequate to administer the grant programs. We found that the grants administrative staff is fully capable of performing all work within the present staffing levels. Moreover, the staffing level is reasonable given that salary related expenses are covered by grant fund monies. In fact, to its credit, CDB has not fully expended its administrative grant monies and has accumulated a surplus of administrative monies.

· Our review supported Mr. Whetstone’s assessment that the CDB’s work is too narrowly focused on the administration of CDBG and HOME programs. Consideration should be given to broadening the scope of the work that the CDB performs in order to expand the delivery of social services to the targeted neighborhoods. CDB could expand its role by developing and implementing a strategy to help Community Based Organizations more effectively deliver services.  


· Operating without a Commissioner for more than 4 months, the Bureau is beginning to suffer from a lack of leadership. However, it is a testament to the professionalism of the staff that ongoing grants administration continues to operate smoothly and efficiently.

· CDB records indicate that it generated a $165,000 surplus in Year 30 CDBG administrative monies as of December 2005, and is likely to show a similar surplus in administrative funds for Year 31 funds. This money is available to be redistributed into the grants programs. Our review found that CDB properly accounts for these surpluses. We recommend that the CDB establish a policy and procedure for reinvesting these surplus administrative monies back into the federal grants programs.
· One use for surplus administrative monies would be to hire a community development professional to expand the scope of CDB operations and serve as a liaison to the City’s CBOs. 


Mr. Labreglio raised concerns about our recommendation 
regarding the CDBG administration surplus. Although not 
questioning the accuracy of our finding regarding the surpluses in 
Year 30 and 31 funding, he stated that the projected surplus for 
Year 32 was only $43,356, and believed that increased 
departmental costs, including fringe benefit expenditures and 
possible management raises, were likely to consume the surplus, 
and thus it would be inadequate to cover the costs of adding new 
staff to the Department. Alternatively, Mr. Labreglio suggested that 
the Department could develop the capability to provide the 
recommended program development with existing staff, or the 
City’s Department of Constituent Service, Office of Community 
Services could provide this service.


Upon consideration of Mr. Labreglio’s concerns we stand by our 
recommendation that the surplus could be utilized to pay for 
additional staff. With respect to Mr. Labreglio’s assertion that the 
Department may be able to redeploy it existing staff to provide 
additional programming services, or that the City’s Office of 
Community Service could perform this function, such retraining and 
redeployment of existing City staff may be possible, and should be 
considered. However, if the resources are available, it may be 
easier to recruit new staff who are already trained and experienced 
in community services development programming and grant writing.
· With respect to the $200,000 City budget, the two full time staff members paid with City funds serve as staff to the Yonkers Community Development Agency and work closely with consultants working on urban renewal projects. We query whether it may be possible for at least some of their salaries to be allocated to grant funding based on work related to the grants programs. The Commissioner’s salary is already allocated in this way. Allocating a portion of the salaries that are currently paid through annual City appropriations would save money in the City’s budget. Alternatively, it may also be possible to pay these salaries out of YCDA monies generated from the future sale of YCDA properties. See page 15.
· In addition, with respect to the two Department staff members, we recognize that the work they perform is considered “planning”. Indeed, on the organization chart they are designated as a “planning” component of the Department. A possible reorganization to consider would be to shift these employees into the Bureau of Planning under Director of Planning Lee Ellman. This may help to better integrate the Planning Bureau into the urban renewal efforts of the Department.


Mr. D’Lando, Director of Special Projects, questioned this 
recommendation based on the fact that the Inspector General did 
not review the operations of the Planning Bureau.


In response to this comment, we acknowledge that we have not 
reviewed the Planning Bureau. However, our suggestion of a 
possible reorganization is based on the fact that the two staff 
members of the Development Administration are essentially 
involved in planning matters. It is inherently logical to us that all 
planning matters within the Department be grouped together. 
· With respect to administrative expenses other, than those that are salary related, we found that the professional fees were properly accounted for.
 We do, however, question whether the $4,000 budget item for a leased vehicle and $2,420 expense for employee parking are consistent with City policy. We recommend that these matters be reviewed with the Mayor’s Office.
VI. Conclusions and Recommendations

Overall, we found that the Department of Planning and Development does a workmanlike job administering the City’s grant programs. There are adequate internal controls to ensure the integrity of the financial operations and the manner in which grant monies are administered complies with the technical requirements established by the US Department of Housing and Urban Development (“HUD”) and other funding agencies. We found the Department’s staff to be knowledgeable and committed to the work they perform, and generally open to suggestions concerning how operations could be streamlined and improved.  In this regard, we recommend that the Department compile and circulate a manual containing all of its policies and procedures. This will facilitate an understanding of how the Department operates on a day-to-day basis and will allow future reviews to be conducted more efficiently and expeditiously.
            Although the Department meets the specific requirements of the grant programs, we found that the work of the Department is too narrowly focused on the administrative process. In keeping with the sentiments of the late Commissioner Steve Whetstone, we believe that consideration should be given to broadening the scope of the work that the Department performs in order to expand the delivery of social services to the targeted low income neighborhoods within the City. The Department could expand its role by developing and implementing strategies to help Community Based Organizations more effectively deliver services. One particular resource the Department could provide to CBOs is help with grant writing. 

CDB records indicated that it generated a $165,000 surplus in Year 30, and that it is likely to show a similar surplus in Year 31. These monies are available to be redistributed to the grants program and we recommend that the Department establish a policy and procedure for reinvesting these funds. In doing so, the Department may wish to consider whether the surplus funds should be used to hire a community development professional to expand its ability to assist CBOs with delivering their services more effectively and to a larger segment of the communities they serve. 
            With respect to the Department’s accounting procedures, we believe that the process by which the City draws down grant funds to reimburse its expenditures could be simplified. The City should establish a unified system under which the City applies for and receives grant funds before the City provides funding to the grant recipients. We also believe that the management of the HOME program would benefit from the creation of a comprehensive computer database that could be used to track all program loans.
            With respect to staffing and budget issues, approximately $200,000 or 20% of the Department’s budget is currently funded through the City’s annual budget. We believe that it may be possible to fund a greater percentage of the budget through grant funds or future YCDA income. This could save the City money in the annual budget. Also, we believe it may be appropriate to consider consolidating the Development Administration with the Bureau of Planning.

Finally, during the course of this review questions arose regarding the propriety of City employees and elected officials serving on the boards of CBOs or other organizations that receive grants from the Department. Although we have found no evidence of actual impropriety or improper conduct in this regard, we believe that it would be appropriate for the City’s Ethics Board to render a specific opinion as to whether Department employees who administer the grants programs can serve on the Boards of Directors of CBOs who receive grant monies.  We also believe it would be beneficial for the Ethics Board to provide general guidance concerning any ethical issues City employees should consider before they volunteer or otherwise serve on CBOs that receive grant funds administered by the City.

In summary, operating without a Commissioner for over four months has taken a toll on the Department and it is beginning to suffer from a lack of leadership. Nonetheless, it is a testament to the professionalism of the Department’s staff that ongoing grants administration continues to operate smoothly and according to established procedures. While, as noted above and in the body of this report, there are areas where the operations of the Department could be made more effective and efficient, perhaps the most important consideration for any newly appointed Commissioner to undertake will be to 
determine how to expand and maximize the services provided to grant fund recipients and the communities they serve.

�The Director of Planning Lee Ellman informed us that the Planning Bureau, which oversees private sector development to ensure that developers meet all applicable City and State regulations, essentially operates independently from the Department of Planning and Development with very limited oversight from the Commissioner of Development and Planning and operates under its own annual budget.  Given this autonomy, we decided not to review the Planning Bureau at this time.  


� In the organizational chart, the Development Administration is referred to as “Planning & Development.” 


� CDB funds programs that provide services in the “target” area of the City – a 3.17 square mile section of the City’s southwest quadrant, the oldest and most densely developed part of the City.


� CBOs are non-profit organizations working within the community. They are not City agencies.


� The fiscal year for the federal grants program is February 1 to January 31. The City’s fiscal year is July 1 to June 30. The fact that the budgets are not synchronized complicates CDB’s annual budget process.


� In addition to the annual allotment of federal monies that the City receives, CDB forecasts that the CDBG program will generate approximately $150,000 in program income. The HOME program will generate approximately $300,000 in income. Under HUD regulations, program income must be reinvested in the program which generated the monies, and expended before the City is allowed to access any new federal monies.


� A review of the AHO is beyond the scope of this report. We note, however, that according to Rose Noonan, Director of the AHO, the City will soon meet it obligation under the Court order for creating affordable housing, and the 25% of annual CDBG funds currently reserved for the AHO may become available for other CDBG programs.


�Administration expenses are based on funds remaining after the City allocates 25% of the annual CDBG funds to the AHO. 


� The City’s Downtown Waterfront Development Agency, the Department of Housing and Building, the Office of the Aging, and the CDB itself all receive funding under the CDBG program. 


� The Father Pat Carroll project is a development of owner occupied affordable housing units at the corner of Nepperhan and Ashburton Avenues, which is scheduled to begin construction this year.


� In the 1970s, the City received a federal Urban Development Action Grant of approximately $5 million, which the City loaned to the Loral Corporation, the former tenant of the Ridge Hill property. The annual loan repayment obligation of $276,000 is currently being met by Forest City Ratner. The loan repayments end in 2011.


� The commercial loan program was established in 1996 through a $500,000 CDBG grant. The program is being administered by the City’s Office of Economic Development. Commissioner Whetstone served on the City’s loan committee which determined which commercial loans to fund under this program.


� With respect to the HOPWA, Weed and Seed, and NYS Criminal Justice grants we reviewed the overall grant administration process, but did not review specific grants under these programs.


�In addition, HUD also oversees the City’s Economic Development Initiative, Section 108 Development Loan Guarantee Program, Brownfield Economic Development Initiative, and the Empowerment Zone Program, which at the local level are administered by the City’s Office of Economic Development. A review of these programs is beyond the scope of this report. 


� Ms. Feuerstadt left her position in HUD on February 21, 2006.


� In 2004, HUD also conducted a monitoring review of the City’s Economic Development Initiative, Brownfield Economic Development Initiative, Section 108 Loan Guarantee Program, and Empowerment Zone Program. In that review, HUD found the City in substantial compliance with applicable federal regulations.


� Although the program year begins on February 1st, annual contracts with selected CBOs are often not completed for several months into the program year. 


� For the purposes of this report we refer to the CBOs receiving grant funds as “grantees”. Under the HUD program, however, the CBOs are referred to as “Sub-recipients” because the City through the CDB is technically the “Grantee” who receives funds from HUD, the “Grantor”. 


� HUD regulations authorize the repayment of section 108 loans as an eligible activity under the CDBG program. 


� The question raised by HUD concerns the Downtown Waterfront Development Corporation's use of grant monies as part of its own operational budget. This does not appear to us to be a significant issue because the grant fund monies in question could be properly re-designated to pay more of the Corporation’s debt service on the federal loan and not operating expenses.


� According to CDB records, there are 66 applications that have been submitted to the HOME program that are in various stages of the approval process. As a general matter, qualified applicants are awarded loans on a first come first served basis, with senior citizens and emergencies given priority. 


�Mr. Martinez and Mr. Labreglio informed us that there have been discussions about establishing a loan committee to review and recommend future HOME loans, and also support a recommendation made by Director of Economic Development Edward Sheeran, that the Department outsource the servicing of the HOME loans to a commercial bank. The details of who would serve on the committee and how it would operate have not yet been formulated. 


� Philip Zisman, the Inspector General, is a long time member of the Board of Directors of the Yonkers YMCA and the Jewish Council. Both organizations have received annual CDBG funding. As a matter of policy, Mr. Zisman refrains from any involvement with City related matters. The grants to the YMCA and Jewish Council were specifically not chosen to be reviewed in this audit because of Mr. Zisman’s affiliation with these organizations.  


� Through an apparent oversight, no City residents have been appointed to serve on the YCDA in many years. According to the City’s Law Department, the failure to appoint City residents did not invalidate the actions of the YCDA because board meetings were conducted with a full quorum of members. See NY General Construction Law §41. Our review of the YCDA Board meeting from March 2004 to the present confirmed that Board meetings were conducted with a quorum of statutory members, and that all resolutions were duly adopted. Mayor Amicone has stated that he is actively recruiting City residents to fill the vacant board positions.


� BFJ was paid through City capital bonds funds – not YCDA funds. We did not review the BFJ contract.


� In 2004 the YCDA sold a property located on Main Street to the Homes for America Corporation for $447,000 and in 2005 it sold Development parcels E and F on the Waterfront to Collins Development Corporation for $547,268. These sales occurred after the substantial completion of development projects in designated urban renewal areas. 


� The SWIFT and HDFC accounts are not currently reconciled by the City. We have been informed that the SWIFT accounts will be closed when the program ends. The HDFC account is currently inactive, but it is anticipated to become active in the future. 


� The inactive accounts are: JP Morgan Chase – Trustees for HUD $8,500 and NAACP $130,000; and Hudson Valley – Façade Improvement $101,000.


� See 24CFR Part 85.20(b).


� The HOME program receivables only include the loans that are currently being repaid. 


� The Department of Planning and Development’s organizational chart shows 13 positions in CDB, however, 3 of those positions are vacant and not funded in the budget. The organizational chart should be amended to eliminate these unfunded, vacant positions.


� The importance of effective grant writing and working jointly with CBOs is very clear. The City’s success in being awarded an initial $175,000 grant in 2004 from the US Department of Justice’s Weed and Seed program can be attributed in large part to the impressive grant application that was submitted on behalf of the City and City non-profits. The grant application was prepared by City consultant Karl Bertran working in conjunction with specific CBOs, Steve Whetstone, and other City officials.  


� We reviewed the actual expense of the CDB’s professional service contracts for the year 31 grant budget. There was a total of $50,947 consisting of payments to lawyers for loan closing costs and other legal services, and for construction and inspection consulting services. We reviewed all paid claims and found that they were consistent with the terms and conditions of the duly executed contracts.


� In the body of the report we also recommended that the Department review whether three of its bank accounts could be closed because of inactivity. We also recommended the Department check with the Mayor’s Office to determine whether a budget item for a leased vehicle and an employee parking expense were consistent with City policy. Finally, we recommended that the Department’s organizational chart be amended to eliminate unfunded, vacant positions.
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