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COMPTROLLER GENERAL OF THL UNITED GTATES
WASHINGTON, D.C., 20548

B-171500

The Honorable Ben B, Blackburn
House of Representatives -

Dear ¥MMr. Blackburn:

As you requested, we have reviewed the administration of the
rehabilitation loan and grant programs in Atlanta, Georgia.

A agreed with your office, we did not give the Department of
Housing and Urban Development {HUD) or the Atlanta Housing Authority
an opporiunity t6 examine and comment on this report, However, we
discussad these matters with officials of the two agencies and have in-
corporated their views in the report.

We are recommending that the Secretary of HUD require his re-
gional ard arca office officials in Atlanta Lo monitor, in accorddnce 2
with HUD zuidelines, the Atlanta Housing Authority's administration of
the progzrams to insure that those ovwners whose properties are yet to
be rehztilitated have all work performed as specified in the rehabilita-
tion coniracts,

As agreed with your office, we will provide the Secretary of HUD

ot
kY
[l

ith coples of the report. Because HUD estimates that commit: yents
ade before June 30, 1973--the terminalion date announced for both
program s--will result in 10,000 rehabilitation starts and 18,000 com-
pletions in ficcal year 1974, we are suggesting that the Secretary pro-
vide copies of the report to each of the HUD regional and area offices

2

iy

or their use in administering the programs,

We will also provide copies to the Senate and House Committees
on Appropriations and Governmnent Operations and to the Director, Of-
fice of hManapement and Budget. We do noet plan to distribute this report

& &
es

furiher unless you agree or publicly announce its contents.

Sincerely yours,
= 7,
vy
Fints 7. / 2ty
Comptirolier General
of the United States .

e
‘
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Congr.ssman 3en, B. Blackburn
requected GAD to review the ajwinis—
tratio. of HUD's reizbilitatior
and gront programs in At]anua,
Georgia.

Under thes: programs, QuWners receive
Toans and grants to repair and im-
prove tholr Drope**ies ts bring tham
up _te ihe local m1h.LLm_hgg§igg
standsirds.  The progrems are adnin-

LA

T$tercd 1nca£!y by the Atlanta Hous-

~ing Authority.

z

etoriming (1) vihether
) Authority naod
shown fgggﬁitiﬂm 10 cerlain congrac-
tors, (Z) vhetnor Coliusich exisizd
between th2 authority anu contre -
tors, and {3) wnother the author th’S
ingpections qof r:a;p1}jﬁ* on VoYK
were sufiicicnt to insure‘thét the
work was cowpieted satisfactority.
(See apa. I.)

GAD weas osk
other aitars
1

()

i

111
lanta. {Soc

ing reixbhilication ¢

P. 5.)
As agrcel vith Conaresswan
Blacthurin's ofiice, GO did not coh-

tatn writien connonts from HUD and
the Atlanta Housing Authority on
the rerort,  Howzver, GAD discussed
the matters in Lh“ P\nor* with of-
ficials of the o ncies and in-
corperated their viens in the
report.

Tear Shect Upon removal, the report
cover date shouid b noted Lereon, . 1

cn
gan -~

APMINISTRATION OF THE REHASILITATION
LOAH ALD GRANT PROGRAMS IN ATLANTA,
GLO,\GL\
Dop rtmant of Housing and

Urzan Develepment  8-171500

D q,m
Doy L}W

PIRDINGS 220 JCUCLIUSIONS

From February 1866 through June 1972,
421 Toans end 563 grants totaling
about $4.3 willicn in Federal funds
ware mad- in 8 Atlanta project areas.
Four of tnese project arcas receivec
Federal financial assis.ance under
the conventicnal urban reneval pro-
gram and four received it uncer the
neighborhood davelonment progran.
(See app. II1.)

In Janvar ry 1273, the Secrelary of HIUD
ann“tnrbu the termination of the De-
pariment's coonunity devaigpment
categi~ical grant pregrans 1o be
epiaced by the revenvs-sharing pro-

s
Better Con~

The termination d
both the reohabili
rehabilitation gra
June 30, 1973. HUD estimntes that
cemnitients made before that date
will resulr in 10, O u rehabilitation
starts anﬁ 13,000 rohe J111txt1on cer -
pletions in Tiscal year 19

on loan and the
ant prograns is

€

+ Ty £
te anneancad for
,(

\.L

Aloc e o AT “‘ﬂ Fouzing

LTI T Lo0wel uYes

vidonce of collu-
sion ko tuxbn At]anla Housing Au-

therity porsennel and contractors

or ecvidence of f
certdin coatractor
Housing Autharit !
West End project ofin

~itism shewn to
by the Atlanta
iode ities and
1ces. However,



contracts were let in such a manner
that they were awarded to & limited
number of contractors.

GAD found the following weaknesses
in the contr>cting proceJsures and
practices of tho two pro‘ect of-
fices it reviowed.

--Contractors were not given an equal
o7 artunicy to pevticipate in the
reicbilitation work.

--Coriract files were inccuplete -
cause bids were not retained, ¢ .d
reasons for awerds to ot 2r than
the ley bidders were not docuaented.

--Contractors barred-from farforn-
ing additicnal rehabilitation jobs
by cach of the project offices were
lacar awi e ‘od contracts by tne
olnzy prog=ct office.

--Lontracting pr\vedurcs were not
adeguace 3 insure that a1l work
was comploeted on tine
z+ion work statenents (the
~2 orebabilitetion con-
13ining the work to be
e} vore chanoed without writien
contract a.endrents.

-~Rehabilitation advisors did not ade-
guately savzourrd their estimates
of trhe cos.: to rehebilitate prop-
erties and therefere did not provent
unauvtherized use by contractors re-
quosiad to b‘d. G0, hovtever, did
not rnowe wstance in wirich a
contrecic 4 such cost
matez., (S=

5Lt

GAD concluded that
should

the authority
--establish written contracting pro-
ceduras,

--centralize ia its headjuarters of-
fice the selection of contraclors

BEST DOCL R

to be sent bid invitations on
rehabititation work,

~--require that changes in rehabili-
tation work reguireients be made
only by written contract emand-
ments, and

--r-quire its personnel to properly
swiequard cest estimates for re-
habilitation work. (See p. 20.)

Inspeetions of rehabilitabion worx

Property owners paid for work re-
quired by tneir coniracts but not
done or for work that did not meet
the Tocal mininum property stand-
ards.

In scme cases Atle.ta Housing Au-
thor.tj 1nschLors overlooked work
d- Jiciencies during their inspec
ticns; in others, they CET-cf]EL
vork as compiate without making the
required firal inspections.

GAO attributed these shortcomings to
lack of

--written procedures covering spe-
cific technical requirements of in-
spections and

--adequate personnel training and
supervision.

Hithout written inspecticn procedures
and cdequateiy trained and super-

saod personnel, authority personnel
did not understand clearly just what
proccdures and practices to Tollow in
carrying out the Tocal rehabilitation
Toan and grant prograins. There was
no assurance that those procedures
and practices being used were con-
sistently followed. (See pp. 22 to 36.)

Comrlatonte

zA(L[ L1 I«

. I ] N AT gt T
by reasidonts of Atimtals

P

NI PR LN

Atlanta Housing Authority officials
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adyised GAC that betueen Dacenher 8,

‘369, and July 20, 1970, its reha-

Tiitetion advisors nad ade un-

rgu onable cemands on somy honmowners
4 rea by re-

o

in Atlenta's Adair Puc
cuiring thoa o nhave certain repairs

cemnleted on their nor s before sell- -

imq thein so tnot poteniial buyers
uld queiity Yor Federal mortoage

derands were thz result of a
3int agrecaoant betweon the au-
Lority and Th“ rederal Housing Ad-

ST B ek
e b

inisiration vhich provi"d that

ropertiss 1o be insured by tio
f7mindstraty 1 in urpan reneval
end neighboriood developuent pro-
cramn areas \uld have to meet the
rejuired prJ,vrty rehabilitation
stzndards of each area. Adair Park
;:Qp_rt1&~ were in the ﬁ:;el Cities
brundarics but weve noc in the des-

=~
ignatad cotion areas ang, thevefore,
the nomzcuncrs wzre not eligibie

£

or Federsl roo bilitation Teans or
grenis. The agreercnt ves res cinded
si.ortly efier the resideats of Adair
Povrx compleinad to the authority in
Jdung 1970, {Sce pp. 35 and 36.)
Acamas © 1" contriete for

Rehadilitetion work contracts pre-
pared by the authority included
verd statoients which, contrary to
wedoguidelines, did not cleariy
lasntiwv the work Lo be cone. Also
SCae xo.i stctements

--did not roouire repaivs n

ja)
oring preporties up to the re-
webilitalion %turia.u, estebiichod
by the outhority for the project

area

—~vreguired ropairs which were not
nee iﬂ%u vy to uz}ng proloriics up

to the established standrds and
wiaich wore not requested by the
homzomers, and

--were inconsistent as to the types of
repairs necded to correct similar
deficiencies in saveral properties.
(See pp. 37 to 42.)

GhO concluded that the authority
should

--train its rehabilitation personnel
in prepa rlng work statements,

--reqguire rehabWTiuation personnel to
prepare more comprehensive work
statements, and

--monitor initial inspections and prep-

aration of work statements by re-
habilitation personnel. (Sca p. 41.)

HUD reovicw of the Atlanta

Ho lub 17 A tnore 1o s o POGERTL

HUD revicws in 1970 disclosed a num-
ber of deficiciicies in the authority's
adininistration ¢v the rehebilitaticon
Toan and grant procrains; howaver,
RHUD's folleiup did not insure that
appropriate corrective action was
taken. In GAO's copinion, HUD did

not « [Tectively monitor the authority’
administration of ihe vehabilitaticn
Toan end grant pregrams.  (See pp. 43
to 46.)

Homeoranera ! PLMU70LWF3 of

lL/]IA_LL/\/I/L Eainon vor r\.

GAQ's review of L ) rehabilitotion
contracis on which the homzowaars
complained to Congressman Blacikburn
disclesed that the contractors did
nol satisfactorily complete work re-
quired under the contracts and that
the jobs were poorly naneged by the
authority's rehabilitation personnel.
(See pp. 47 to 54.)

GAD discussed its findings and



conclusions with Atlenta Housing RECQMDATION 00 Wi SR0R:TIRY OF
Un

Authority officials who gunerally HOUGLNC 700 Ui ua;hLu:“%ur
concureed in and acted preosptly on

GAD's findings and suguestions for GAD recomiconds tiat the Sacretary of
improving the proarars. (See Hﬂufxng and Urban Duvelo; .:at re-
pp. 20, 34, and 41.) quire his regior .1 ond arca office

of fi $.7s in Atlenia to wmoniwor,
in accordance with HUD guidelines,

CAQ Leli. ves that the corrective the Atlanta Housing Authority's
measures talen ;Pc planned by the administration ¢f the renabilitatic
pt]dupi LUM>;wg u.no.;ty, if loan and grant programs o insure
property wonitored, shculd correct that these owners whose properties
the do’iciencias ddenlivicd in the are yet to be rehabilitated unde
administration of the re..bilitation these programs have all work donz
Toan and grent prograns in Atlanta. as specivied in the rehabilitatieon
(See pp. 21, 35, and 42.) contracts. (See p. 46.)



CHAPTER 1

INTRNODUCTION

In accordance with a request f.om Congressman Ben B.
Blackburn (sece app. I) and subsecquent agreement with his
office, we reviewed the administration of the Department of
Housin+ anrd Uri cn Developnient's (HUD's) rchabilitation loan
and orant nrograss in Atlanta, Georgia. These programs
are acaninistered locally by the Atlanta Ilousing ‘wuthority
{AHA) .

Cengressman Blackburn requested that we determine
--whether AliA had shown favoritism to certain contrac-
tors or whether collusion existed between aAllA offi-

cials and contractors (see p. 9) and

~-whether AHA inspections were sufficient to insure
that the rechabilitation work wos completed satisfac-
torily (sece p. 22).

We were later roquestcd to (1) review the rchabilita-
tion contracts of three homcowners who complained to the
Congressmen about the guality of the work, (Z) determine
whether dC‘lClguCILS cited by HUD investigators in 1970 con-
cerning the rchabilitation pro,ram in Atlanta still ecxisted,
{(3) follow up en a staterment in our report to Congressman
Filetcher Thompson (B-171500, Aug. 20, 1971) on corplaints
nts of Atlanta's Adair Park area conccrning housing

T s, and (4) exawine the adequacy of AHA rehabilita-
tion advisors' and supecrvisors' qualifications.

As agrced with Congressman Bl ackburr's office, we did
not ohtain written cenucents from HUD and AHA on the rceport.
However, during our reviecw wo d]KCUSSCd these mattiers with
officials oi thesce agencies and incorporated their views in
the report.

REHARTTITATION LOAN AND GRANT PROGRAMS

Undev section 312 of the Housing Act of 1964 (42 U.S.C.

52b) and scction 115 of the Housing Act of 1949, as amended
[4“ U.S8.C. 1466), loans uand grants, respectively, may be

made to individuals for repairs and improvements necessary
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to bring th ropcertics up to the rehabilitation standards
established by the local housing authority for the project
arca.

To be cligible [or 3551st3nco the ; roperties nmust be
located in ~reas (1) recciving Federal financial assistance
to climinzte ov preveat the spzcad of sluus and urban
blight--whici includes arcas participuating in [HUD's urban
renesal prosyaay, sucn as conventional urban renewal,
nc1gh‘wrhood dev :io; ont, and concentrated code enlorcement,
2 riicipating in the above programs but certified
by local cfficials to have a SUbStaHLJdl number of struc-
tures nceding rechabilitation, or (3) where properties are

uninsur.ble becauvse of physical he-ards, |

Rehabilitation loans can be made for up to 20 ycars or
three-fourths of the renaining life of the structures after
rehabilitation, whichever 1s less, provided the applicant
cannot covtain Cﬂ““arﬂt le fina nﬁjng from cther sources. The
act provides for & maxinum loan interest rate of 3 percent,
but the Sceretary of HUD can lower this rate. The maximun
interest rate Lias been chavged durinn the past scveral years.
Generally, the maximun loan is $12,000 (817,400 in high-cost
arcas) per dwelling unit for residential stynctures and

1,0 for nenresidential structures. Applicants whose
annual income does not excered certain limlts arc given
priority for residential loans., KRehabilitation grants up to
$§3,500 are nmade under HUD's urban rencwal prograns to owner-
occcupants having ﬁncomo: cencerally below $3,000 a year and
who could not otherwise a2fford repairs and improvements re-

01
quircd 1o bring their propcrtzcs up to the locwl standards.

Both grants and lcuns can be malde when homcowners can-
not aftford to finance the total rchabilitation costs with
loan fuads., About one-third of the borrowers icceiving re-
habilitation leens also receive rehaebilitation yrants.,

In January 1973, the Sccretary of HUD announced the
ternination of HUN's cosruunity development categorical grant
prograus that would be replace ™ by the revenuce-sharing pro-
visions of the proposed Botter Communitiecs Act introduced
April 19, 1973 (4. R, 7277, 93d Cong., 1lst sess.). The term-
ination date announced for the srehabilitation loan and grant
programs is June 30, 1973, NUD estimates that comwitmnnts
miade belore that date will result in 10,000 rehabilitation
starts and 18,000 completions in fiscal ycar 1971,
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The urban renewal programs, including the rchabilitation
loan and grant programs, arc adw nistered by local public
avencies (LPA). AHA, besides beingy a housing authority, is
also an LPA, HUD's regionzl and arca offices are respon-
sible for disbursing funds to the LPAs and f{or nonitoring
the agencies!' activities, HUD guidcelines require thet an
LPA duvcelop--in consultation with the VD regicnal and arca
office staffs und loc.1 housing code of icials--rehabilita-
tion stea.dards for propertics in the project areca.

HUD's guidelines further require that, after the stand-
ards arc develeped, the LPA

--advise cach property owner in the project area of
the rehabilitation objectives and the availability
of refmabilitation loans and grants,

--inspect cach property whosec owner is interested in
participating in the prograi s and prepare a "work
statenent"” showing the type and estimated cost of
work nccessary to bring the propesty up to thé stand-
ards,

-~assist property owners in applying for rchabilitation
loans and grants,

--solicit bids for the rehabilitation work and necgotiate
contracts botween property owners and contractors,

--inspect the work while it is being done and after 1t
is cornleted and certify that all work provided
for in the ceontract has becen satisfactorily co.mleted,

--provide loan and grant funds to contractors through
property owners afiter rehabilitation work has been
certified as complcte,

-~assist the property owners 1n making final payment to
contractors, and

--perform followup inspections to detect deflfects that
may show up after [inal payments have been made,
ascertain whether property owners have any complaints,
and assist them in obtaining prompt corrective action
from the contractors.
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As of June 30, 1972, AHA had a headquarters office and
five project offices to carry out the local rehabilitation
lo n ¢ 1 grant programs, Each project office was heoded by
a prejfect . ordinator., In addition, the project offices!
staffs inciudod 21 rvehabilitation advisors, 7 rchabilitation
superyv sors, z2nc 6 financial advisors. Relabilitation ad-
visors, working under rchebilitation superviscrs, were in-
volved in implementing the rchabilitation progrem in a
projcct arca,., Financial advisors, alsc working under rcha-
bilitattion sbzxrvi<"5, helped propcrty owners obtain fi-
nancing for irprovemen.s to thelr prope:ties,

Since inception of the rehabilitation loan and grant
prograns in Atlanta in February 18066 through June 1972,
421 louns and 5363 grvants totaling ecbout 4,3 miliion in
Federal funds vere made in eight project aveas. Four of
these arens reccived Federal financial gssistance under thr
conventienal urban rencwal program and four received i
under the neighborhocd deoveloprent progran.  (Sce app. II1.)

We made our review primarily at two of AHA's projoct
olficecs-~one u&\-gna'cd by AIl\ as the West End project of-
fice, which rveceoived federal finencial assistance undor the
conventional wrban reneval progran, and the other, designated
as the odel Cities projeoct office, which received as<1stance
under the necighborihood developront progran.

In Junc 1964 Alll established minimum pooperty standords
for rchabilitacring houscs in the VWest End project arca. In
January 1969 AHA established similar standards for houses
in the Modcl Citics preject arca. A map of Atlanta showving
the project arcas under these two project oftices is included
as appendix I1. )



ADECQIACY OF IV CONTRACTING

PROCEMIRTS AND PRACTICES

We did not {ind cvidence of collurior betwecen AHA
personncl and contractors or of special cfforts made Lo show
favoritism to certain contractcers by the AHA Model Cities
and West End project offices he contracts, however, were
let in such a manner that most werc awarded to a limited
nuirber of contractors.

We feund the f ¢ wecaxnesses in the contracting
s of the two project ofiices we re-
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--Contractors were not given an equal opportunity to
participate in the rehabilitation work.

--Contract files were incermplete because bids were not
retained, and reasens for awards to other than the
low bidder. were not documented

[

C ron performing rchabilitation
a these two project offices were later
awarded contrvacts by the other project office.
--Contractine procedures were not adequate to insure
that all work was completed on tire.

--Rehabilitation work statements (the part of the con-
s defining the work to be done) were changed
without written contract QMCHdeﬂtS.

--Qﬁ““bili ction advisors ¢id not adequately safcouard
inaicos of the costs to rchabilitate proper-
v \Lu*lhv unauthorized usc by contrac-

Each project office i-denendently determined which
contractors would bo requested to subnit bids, to whom con-
tricts would be awarded, and the types of contracting records
the project office would ma'ntain.
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Neither A\ headqgnurters nor its project «ffices had
ishel written proocedures for (1) inspecting housing
{2) contracting for essential rchabili-
inspecting rnwnlﬂtod work., Without
ivn and contracting proceduses, AHA per-
1wt procedures and prac-
) that those procedures
whith were used were consistoatly followed,

—

4
Caitd W

.
oot

-
v}
bt
=
[¢]

Atid headiuaviers officials did not conrdinate the
Ticus!' activities or periodically review their

racting procedures 'to determine whether such procedures

a i

were approoricte. Nelther did AHA provide adequate guidance
to thos> ¢lfices on essential contracting functions and
activitios.,

ces
60 ceontructors appreved by AHA hea uwu’ltﬁ‘s to perform re-
habititrticn work fer its preijcct offices an equal opportunity

to subwit bids or proposcls on rchabilitation jobs.

1 told us that, AllA headquarters, using
nroject ¢ifices' information on contractors approved to work
C

on their projects, compiled and approved a list of 50 con-
trac ors vhich 1t scnt to cach project oFfice in Octcber 1970,
Ay Alnv o officicl said thrt the Model Citles and West End proj-

e:t o;fj::s cad not esveblished criteria 4or cvaluating con-
R itin: to be placed on the AHA approved con-
tractcer izst.  The only coentractors denied approved status
; AHA had barred., e said further that AHA
hoodouerooys would revise iis approved cor *1Lctmr 11

‘ i1st to
recenire newly cpproved or barrved coutra rs when project
cffices <Jdvised it to do so.

i

A revised list, which included 35 contvactors, was dis-
trihbutad to ecnch project ofiice in November 1871, The offi-
cizl mtatod thal AlA instructed cach preoject office to usc

ceontlractors.  In this way, controctors barred
by onc NIV project office could have been barred from working
for ooy other AA prejeci office.

OnNiy approve.
.
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At scre tinme between Janua -y 1, 1971, and June 30, 1972,
69 contractors were placed on the approved list.

Contrect hide or proprsals

HUD guidelines mrovide that an LPA can negotiate to
ohtain an ccceptab lc propesal if its estinated ceost for re-
hobilitation werk is less than $10,000. The guidelines pro-
vide nlse <hat if a proposal {or Ic<9 than SlO 000 cannot
be oh.ninzd throuzh negoti~iion, the LPA shall obtain bids
by formal advertising. Bids on tehabilitation work costing
more than 310,000 have to be obtained through newspaper
advertising from at least two contractors before the con-
tractor is selected.

The Moder=Cities and West End project offices av ~ded
66 and 58 rehabilitation contracts, respectiv 1y, from
January 1, 1971, through Junc 30, 1972.

Citics project office followed HUD guidelines
oTaiai ‘or bid: for thec scven contracts
this pecriod. All

Pl 1
bv formoe Iy odvy

\
exceeding 10,000 theu i
seven were awarded to the low bidders.

>

cwarded during

The YWost End project cffice, however, advertised for
ornly =ix ¢: the ninc coatracts it awarded in excess of $10,000.
These six contracts were awarded to the low bidders. Accord-
ing to West End project office recor ds, the other three re-
habilitation contracts, totaling $40,000, were awarued to
the propovrtics' owners,

None of the contrvacts for rchubilitation work costing

$10,000 or less were advertised. In awarding the 59 con-
tracts uncer 510,000, the liodel Citics project office re-

uvested singnle R-OﬂCSdls for 28 (47 percent) and multiple
proposals for the reuaining 31, Of the 49 contracts under
$10,080 avorded by the West Dnd preject office, single pro-
posals were requested for 47 (96 percent) and uulLlplﬂ pPro-
posels were requested for the remaining 2 contracts.

Records of bids or proposals requested from cuntractors
by the Modol Cities and West End project offices from
January 1, 1971, throush June 20, 1972, indicate that the
two project offices ashed less than one-third of the 69 con-
tracters on the AlLA approved contractor list to submit bids

I
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Or p.posals on rehabilitation jobs. The Model Cities
project office requested only 22 contractors to suinmit bids
or proposals for (0 contracts awarded and the West LEnd proi-
cct oifrce roquested enly 20 fov 58 comtracts awarded. Only
3 ol the 69 contractors received requests to subalt bids orv
propos Ls fron both project offices.

Most ¢l the award:s were based on proposals requested
by the project offic:s rather than on competitive bids re-
cc.ved throush fornal advertising., Contractors not included
o approved controcior list were therefore denicd the
unity to bid on' most of the contracis cwarded by the

The rehabilitaticn supervisors in the Model Cities
projecct office tolsd us that their office did not have writien
contr:cting procedures.  They also said that their two sccre-
taries selectod contrad ors requeqfed to submit bids or pro-
posais in e regular, reeurring ovder from a separate list of
approved contractors kopt by cach secretary rather than fron
the consoliduted list 9111ovcd by AHA headcuarters. All the
centroctors on the so-retaries’ 1ists were on the AHA appreved
contratctor 1ist., The two seccretaries also maintained "bid
bools" showing, for {

ach jeb, which contraclors were requc

csals, the contractors who did so, the
anmotnt oif cach bid or yroposal, and the coatractor awa Jcd

the rechabiliitation contract.

1o
i

MY

The secrvetorics told us, and our veview of the bid bocl:s
and related A records confirmed that contractors were net
selected in a reguler, recurring ovder but weve generally
sclocted by the rchabili Tnt: on 1dvisors and supervisors using
the secretariv. ' lists,

During the 18-month period, one secretary maintained
o lisc of 10 contractors., The other seerctory maintained a

[#¢1

list of 17 contrractors until November 1971, when she started
vsiny the AHA Leadguarter's 1ist of 35 contractors.

Only 40 of the 69 contractors approved by AlA heuad-
quirtcers wvere included ar some time during the 18-month
pecied un the secvetarics’ lists.,  0Of these, 2Z were reguestod
to submit bids or proposals one or more times.

12
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Seventeen of the 22 contractors were on the secretarices'
lists for an averace of 10 months. The other five contrac-
tors were on the lists for the full 18 wonths. The frequency
of requests for bids from contractors by the Model Cities
office var -d considerably cven for those included on the
lists for tuo sawe peried, as shown in the following table.

N or of timcs

Contractor recucsted Lo Lubmir bids or proposals
A 100
B 73
C . 28
D 9
E 2

s contract award
46 (70 percent) of
ities project office

the 66 ¢ i
t s A, B, and C. The

during
remaining contr

Percent

Number of Number of Dollar of total
times bids contracts amount amount of
or proposals awarded to of contracts

Contractor submitted contractor contracts  awarded

A 79 20 $137,820 27

C 25 13 104,169 21

B 62 13 89,45 18

5 others 150 20 170,464 34

8 3216 60 $5 1,908 0

|

West Ind project office

The coordinator for the West Ind project office told
us that his office did not hive written contracting proce-
dures. The office lept a list of contractors it had approved
to work in the project area. For all rchabilitation jobs

13



expected to cost over $10,000, the project office requested,
in a resular, recurrin_ order, bids {roan three appre cd con-
trecters,  In addition, an invitation to bid was placed in
the Jocal newspopers, 10 less than two bids were received,
ihc project oifice solicited bids frem additional contractors

The ceoordinztor advisced us that contracts were awarded
to the low bidders unless the homcowney asked for a parti-
cular controctor who was not the Jow bidder. In these cases
the hoerscowner had to puay the difference between the anmount
of the low bid and the contract price.

e
i
b

-3
o
¢
g

oordinator told us that for contracts expected to
b Yse- th o $10,000, the project oifice requested, in a
repulcr, v curv'nﬁ ordoy, one contractor fre . the approved
list t submit a proposal for the job. If the proposal sub-
mitted was nltnwn 10 percent of the rehabilitation advisor's
cost ¢. timate and the hcocowner accepted the contractor, the
contract was avarded when the project office approved the
horeovr »r's 1. .an, 1f the proposal cxceedsd the cost esti-
mate ©  more than 10 perceat, the contractor was told that

; 2 high and was reqguested to redu-c it.
Il Lis new p:ivosal was within 10 percent of the cost esti-
mdLy, he received the contract. If not, another conractor
was rogucsted to sudbmit a proposal.

: 1 hs, only 20 of the 69 contractors on

the AllL heudquarters t were on the West End projcct office
approved ¢

1

]

0 ist. ‘the 20 contractois were on the
list fronn 1l the, with each contractor receivi 7 at
least cre request to submit a bid v proposal. Fourteen

contraciors were o the list for an average of 6 months and
six wer2 on the list for the entire 18 months. The projcct
office's vid bool showed that the six contractors were re-

quested to subniit bids or proposals as follows.

P

C.a

Nunber of times

fontruacior regursted to suboit Bids er nroposals
F 22
D {note a} 20
B (note 2) 19
G 18
B 14
I 13

aThe contrector is the sene contr ctor with the corre-
spoinding lettor in the t.ble on page 13,
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T According to the bid books maintained by the two
projcct offices, the West End project office rore cvenly dis-
. tributd its requests for bids or proposals buased on the

Iength of time the contructors were on 1ts apr-oved contrac-
tuor list.

Frowm Janary 1, 19 1, thrcough June 30, 1972, 35 (60 per-
cent) of the 58 contracts awarded by the West End project of-
fice went to only 4 contractors.

|

Percent
of total
Numbcer of Dollar amount of
contracts amount of contracts
Contractovr —_ awarded cortracts awarded
F 13 $ 64,855 16
B 8 (3,325 16
J 7 6,900 17
D . 7 46,836 11
13 others 23 64,320 _40
17 58 $408,230 100
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itract filcs sclected at randow from

Thirteen of 20 col
files on rehabiliturion ceantracts awarded by the West Lnd
nrojort office lacked adeguate documentation to support the
controct award deterninctions. We found that:

--Bids received {or 11 contracts were not retained.

--0Onc centract for *13 100 was awarded, contrary to HUD
guidelines, to & sole bidder without a waiver from
HUD on its rcqu13 ment for competitive bidding for
contraets excecding $11,000. The coordinator of the
West End project advised us that his office was in
error by not requesting the waiver.

--0One contract wa. awarded for §17,000 to other than
the low bidder and the files were not documented to
justifyv such action.

¥With rezard to the last contract, AHA officials advised
us tint the low bLid wus not accepted because AHA believed
that the $12,127 bid wa: too lov. These officials stated
also that the contractoy was not “iven the opportunity to
reafiir. or withdrvaw his bid because the rchabilitation
supecivisor responsible for the j;ob was inexperienced.  AHA

wed that the contractor who subnitted the low bid
a letter from AllA advising him that his bid was not
accopiad becovose he was not the low bidder.

Cux cowmparison of information in the bid book maintained
by the Vost End project office with informucion i the re-
habilitotion f£iles also indicated weaknesses in tue office’s
recordiveping practices.  We found that:

o

-~The bid bhook did not show which contractors bid on
10 properties, the auwouats of the bids, or the con-
tractors who rveceived the awards.

--Nine contractors vho bid on rehabilitation jobs were
not shown in the bid book as having bid.
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WD oY ONE AHA PROTECT
D oA FOR ANOTHER
!
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AHA hud not cestablished contyols to prevent a barred
contractor {row woriing as a major subcontractor on AllA re-
habilitavion jobe, In Januvary 1971, the Model Cities project
office hﬂu barre t oone contractor from deing rehobilitation worlk,
individu:l wvas working as a major subcontractor for

ces during our review.

To prevent a contractor barred by any proic .t office
from transferring to, and working as a prime coatractor for,
any of thec other project oificcs, AHA in October 1970 estab-
lished & single list of contractors approved to act as prine

<

J

-~

contractors for  rechobilitation work for all AHA project
offic.s.

Beforp Octeober 1970, several contre s barred fron
woriiing for on AllA proje~t office had trans ed to, and
vere worling as pringe coatrnctors for, othe A project
offjp¥> ror c:'rwlc a Huh report dated Optobﬂr 1, 1970,
showed that cight contractors barred by the VWest Lnd prejec
offlcc later hoxncd fer the Model Citics project office as
priig contractors.

actors barred hv the West End project
office were awarded 24 rehabilitotion contracts by the Model
Cities project office between January 1, 10“7, and Junc 30,
1972, They continued the unacceptable practices for which
they were first barr.d--such as not corpleting required work,
poor worlmauship, anae nonpaveent of bills for labor and

.
1

- s 3~

materlais.

Three of the con
1

wm
*'S
o

We reviewed the Model Cities project office files on
tve of these costracrors and fovnd that one of the contrac-
tors had been awarded 20 contracts totaling $137,520, or
about 27 percent of the total dellar value of the 66 contracts
awvarded by the Model Cities project offlice durin, the 18 month:
ended Junc 30, 1972.

In April 19872 we inspocted two hovses which this con-
tractor had recently vrehabilituted for $6,800 and 54,290,
respectively, and noted thuat, althouch all the required work
had been coupleted, the quality of workmanship Jdid not appear

17



to mceto it
for tho p1
ample, we
Jesked, o
S789 vors

plunbing

no T
e b
tion pors
18972 a:.. o
at AHA's

1
chahilitation work for any Ala project office.

L+ ninioun property standards cstablished by ALA
rojcect arca ond outl.ned In the con -act. For cx-
noted thet the main drainase pipe of one house
Tthon &otihe relabilitation contract provided for
h of _lunbing repairs to coaply with the city's

3

r deficiconcres include  a ¢ap about 5 inches wide
hasen 1t deor and the fleor that allowed rain

aroin into the basernent and cther doors that Jdid

roperly.

rought these matters to the attention of rechabilize-
canel in the #olel Cities project oflice in April
were adiiscd in June 1972 that the contractor had,
Teduest, corrected the deficiencies.

ice files sh w.~d that the

do pocr worx and failed to
afier the West End project office barred hi

heoloqunsters in June 1972 bar od hin from doing

1 ~

Belieove that MA headounrters sheuld have establisihoed
C

1o provent a-harred prine tor from working
r.otor for any of its project offices.

PROTENIUS K0T ABENIATE TGO

L il OF il 111x710 RORK

clause I
1{icd in

) L o
coLyact wos undoer
¢

vt oand noture ©

J3id net adequately monitor, or hove sufficient en-
autlioritly o iasurc p onnt comploetion ., the ro-

k. Lccause nost houses arc occupicd while
"CiDV rch&hiliingu, the work shoul’ be completicd
“0o minitwmize inconvenionce to the occupants.,

; ice dircctor told us that 1ts
idod Jov worl to be cowo}ﬁtod within 30 days

5,000, and within 60 days if the
boetweeon 85, and $10,000. TFor jobs exceeding
(re tlwe authorized for coupleting the work depended
the work.,

o

rohabilitetion contracts did not provide a penalty
o failure to vomplete the jehs within the time spec-
1o contrachs,

14



Our examinaticen of the records cof 101 rchubilitation
johs couples & durins the 18 months showed that 53 of the 59
jobs for th lolel Cities project office (90 percent) and 3C

of the 42 jobs tor the West bEad preject office (72 percent)

were no’ocorclete in the time specii zd by the contracts

The _cords _ho cu thit, in 33 of the 101 jobs, the contrac-

( -rs cxcoeedl thie authorized time by 30 days or more and

that, in 3 cascs, tle contractors exceoded the authorized

time by at Icost 10u days. We also found that, even aflter
roper TS

t granted ex unsions, soime contractors
failed to ccmplet the work within the newly established con-
t

REHADILTE. T 10 |

WilH )Ll ‘t';LL_’ PR

vt o TaaraT
LNTO (‘1 WGELD

aticn centracts inclvded a rrovision that work
chan_cs wvoutd bo nade only by writieo: anc..dients to the con-
i 0

tracts.  Our review showed that change orders were not c.ie-
cuted for many of the jobe under the M- ¢l Citics and VWest
End nro;c v effices altheugh the scope of work was revised
aftey the cortrecis had been executeld. TFor other jobs,
change orde os were «xecuted after the work was performed so
that the wvork speci icd in the contract. conformed with the
worl actually perlorined.

ilitation jobs for the West End
d in detail, the homcowner,

ion personncl disagreed about
c‘cd on changes in the work to

_ 1
project offlce tha
tlie contracior, an 1
whnat verbel agreements wer re
be perforneld.

.
8

job) (‘f‘ o
O

‘ritten amendrients to contracts zre intended to prccluce

nisunderstandings betweon the partics involved and to make
chenges binlino, In this regavy., the BUD Atlanta regional
cifice, ir Mav 1270, evolucted the dModel Citics project of-
fice's rcﬁa“illtatxo“ eflorts. In a May 22, 1970, letter,
the HUD Atlanty regional office cwnhasized to AlIA that no
changes in contrect worl--not cven changes in wmaterial or

color thrt do noet change the centract price--should be made
without the hercowuner, the contractor, and AlIA executing a
”"ntz ¢t change order.

Our review showed that {rom Januavy 1, 1971, throuch
June 30, 1672, work vequired by rehabilitation contracis was
$t111 changad without caccuting contract change orders



For example, we noted six rchabilitation contracts
under the lodel Citicoe project office and five under the

West End project office thut were changed without contract
chuny o oroers beiny *'ccv*wJ. In July 1972, after we brouah.
this matter te MIA ofdicinle’ attention, MV issuced a roha-

c
1tation naausl hich 'cqcircd theot written contract amend-
! ¢ alte, a rcharilitation

COST LETINMATLS NOT SATISHARDED

Cost cstimates preparcd by rehabilitation advisors in

the tio project offices wore not adequately safeguarded to
] ¢ l ) £
preve - unevthorizod use. The estimates were not locked up
and during working hour - were often left unattended on desk
tows f*‘hOth concractors and other perscas generally had
1 [

unrestricted accz2ss to the project offices.

Tha cost estinates are imporant because rehabilitution
personacl use then to evelunte the reasonublencss of con-
tractors? bids. Access to cost estinatos by a coptractor

would £ive him an advaentace hecause he would know what lj
be conszidercd veasonable.  Although we found thot Cont-a tor
could have rcadily obtoined AHYN rehehilitation cos' esti-
mates, we did not find any evidoince that contracters obtained
such cost estimates.

We discussed our [indings with AHA officials as we con-
pleted parts of our review. We sunoe. ted that \H (1) cs-
tablish written contracting procodures, (2) centralize in
AN headoeuarters the seoiection of centractors tn bc sent in-

vitations to bid ¢ rchabilitation work, (%) ruqulre that
1litetlon work recuairements be made only by
"

chenoes in rechabi
writien contract awenduents, and (4) require its personnel
-'l‘

couard cost estinmates for reohabilitation work.

AfA COITIENTS AND CORINLUTIVE ACTIONS

. M v e n e s T oY, P 1 v g . N N . .
antart D10 an 0TS VoL ICadls G0 Tow i;Au..!I)Ll} il Oul 5Ug-

gestivins Lov improvement.  They

--established written contracting procedures {for AlA
personncel to toliow 1a adminisiering rehabilitation



REST DOCUMENT AVAILARLF

contracts and in nmalntaining records at ALY head-
quarters and at the pruicct ofl:ces on the bids re-

cetved and tihe contracts awarded;

--centralizod in MA Lheadaunrters control over maint
neuce ol the Sypraxpd centractor listing and over tho
sclectionr of contyactors to be sent invitations to
bid or reuussts ror proposals;

--reguestod a clause be inserted in all rchabilitation
contracts to assure taat contractors who heove been
removed from the approved list arce not employed as
subcentrectors for AHA work;

-~-preparcd a new contract document which provides that
the houcowner has the richt to terminate th- coatract
by giving the contractor written notice if the con-
tracitnr (1) fails to beoin work within 10 davs cf the
date of the contract cr (2) fa¢]‘ to complete the
work within the time specified in the contract and
the contractor, the homeoiner Aiid do not agree
in wvriting en an extension of the contract completion

date,

— M

--requircd that any deviation [rem the contract in ma-
terials or methinds be 2pproved throush exocuting a
contract amendient by the contractor, the honcowner,
and A before beginning such werk; and

--instructed rchahilitaticn supervicors to keep cost
estinates leocked up until all bids are opencd.

ve belicve thuat thio acticns taken or promiscd by AlA of-
ficials, 1if properly implencnicd and monitored, shonld cor-
rect the contracting deliciencies discussed in this chaepter.
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CHAPTIER 3

TNSPIETIONS OF PUrinRih T aien Wony

we o dnsyected Torehabilitated preperties in the Model
Citios wnl Vest inl yrwj(ft arcees that ALA personnel certa

Prlesas coryiotod inoaccerdsnee vith the contracts.  We

four Voot worl oaa 1D ol rh(>c propertics hidu not been com-
pretes or oid poat oot the lecal mdnimey preperty standares
as voguivoa by othe vtratten rebabilitation contracts,

crsunnc] 0L not o odac
ties to . oternine il tae work
guirea stancards.  In sone cases the AA inspe
oveirlooos the vork ceficicencics wurin

inspe he proper-
d and met re-
.

ors i.ad

: o their luspections;
in clhers, toey hao certifled werl as complete without mak-
ing the requoroea f:nal inspections. These shortcomings can
be attributed to the lecwk of

--written wrocouuros covering specific techni. o al ve-

cuircencnils of inspeciions and

--aacguate persennol traiping anu supcervision.
t ¥

Fropot @ne adcaunte inspecorons during the rehabilita-
ticn vori con odn oiasuve thot work reculrved By the written

Conuructy L3 «eave ene 1s of acceptable gu-lity and that
prosor crtorials are used.  Such inspecticns can alwo help

1 t
¥ s PER S - S RPN - s ir-"- - . T M - ~ 1
nsuze thot provicas are resolved gquickly and that the work

13

AlBY rebobilitation advisors and sunervisors are respon-
e

sinle for inspocting rcmahilitntion worn beilny done and work
cordectoes, oo {ipnd pection 1w oepociclly important

D:sacse 1oois th 1351 opprortuncty to identify work that heas
to ho cor eciod before (he cencractor receives “inal paviient.

fac oviso - oare alsco respoasible for supplemental
insyocty s whier are cceired widhin 60 davs ufter the work
as boeon ceortirnied conploete. Supnlemental inspeciions de-

tect ceferts that nay shov up after final paynent is made,
oosrtoio B0 the sreporey vy has oany covplainis, and
assist tie preperty oWnhor in obtalnine proapt corrective ac-
tion e Chhe contractor. 6L guidelines require thut all
work perscired by the contractors be covered by a l-year

3%
o



guarantee and that vithin this period th  homeowners may
require tho contruactors to covrect significant defects and
inadequncics in the work perioricd.
TUADEQU T INSFTOTTONS

ALV 7ficials told us that vehehilitation advisors ver
to inspeci the cvorll beiez done on cach renebi'itation jo% a
lcast onco o dr 7, discuss problers with the property ownors
and the ceotrusior, and %«Il 1-501Vc then. hCh&ulllLdthH
supervisoers al: o were required to check the work
cccasiong ly.

Aftce -~ the wor! was conpicted, both the advisor and the

SUpErvisoe:

staternicintls b) The i1chabilitation a
certifi

conyral
"

tlx(‘
"Fincl
reholiils
The
contr.
countiict,
quisrceoents
codo,

beon ma
ferel fi
nas bhe
rith
now

.
e

r=
-

o

[ :

v

for the

tbe
ﬂ

In add

the contric the

were re '1ired to inspect th

SIS

chew

above certifications,
following

Cert
as followvs

c WO

dvisors read

de
I

he re-
or local
arca."

al II

pFOJpCL
AHN requircs
altidav

ing his final payuan.
wses and sevs on oath that
‘xlcd\c thet 2ll of said
Teprirs aave beoen fully conpleted
111135 of said contract, and

3 ior Jabor usced and mate-
rials Turnishod ix:xiﬁ\;h“ said repatrs and im-
proveaents have been peid in foll. Deponent
actnovtody s receint of rull payioeat of Lhe agrecl
purchuse price undor seoid controct.”

it hefore receoi

ification

V-
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Wo moade deirlad inspections of 8 of the 20 proportic:
1otho lowed Citsves and West Inl projoct arcas con vihich ‘o
T tilitavion work hod been cortificd complete by AHA rToe-
e tliteticn wisors unw sunorviscrs from Jonuary 1 throo o
Mearoh 15, 100 2. We dnspocied four vpropertics in cach of oo
twr rroioct arvoas. ALY porsonnel accorpanicd us on our Lun-
spoctions ¢ the fous propertles, in the Model Cities projoct
sy _.oand on our iuspcotion o one of the four properties in
tho Vest Ind pro,ect area.  Seven cof the properties were
st sCi.g on U Lasis of the proverty owners' availability
aud willinzuness for the inspections to be mode. The other
provorty was selectod boosuse Jangressuan Blackburn requestioes
thoo ve inspect tiae property.  (Sce p. 47.)

Althou. .o Ay personnel had certificd that all work head

een compliotoed In accerdance .iih the centlracts, work on €ix
of the cinht propestics had not been completed.

We alse dinipcocted two properties in the Model Citics
pro oot arcd ene three properviics 1n tae Lost Ind project
arer thot hod bewn cortitied corpleto by Alrd po seunncel Jdur-
i the latver part of 1071, In additicen, ot the roquest of
Cor, ~cesan Dlachkourn, we lnspocied orne other proporiy in
the Jodel Citices projoct arca tiat had been certiiticd com-
plo. s by SV personnel in 19070, (See p. 52.0) ALV nersonnc!
acer. i usoon e of these inspections., We noted in-
Stoyres in o which work roquired by the writi. @ contrac.s
citi:.r hed net been periormed or was or poor quality.

At oour roegquest, AliA personncl reinspected 7 of the 14
proporuios and ¢ HUD inspector inpspected 4 of the 14 proper-
ties, including 5 that had been reinspocted by A, Both
the .00 and tro B dnvpocters confirned that much work re-
auliir- . by the writien coplrrcts had not been done o3 wus of
unac o Ctanle quaxity.

Tuar findinge relative to the rehabiiitation work on
the v o preperiies thatl Congressuan Blackburn specifically
yoguosted us to roeview are ciscussed in chapter 6, The list-
inos nd pheve rapl. which follow show exaemples of worg re-
quire D by the writteon coairacts not dene or of poor quality

REST DOCUMENT AVAILARY®

SrerTiyvoInsroeCtions

e

12 prepertices ve dnspected.

[3S]
i
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For® noat done althouch 7Lqu1rgu

by o wriiten Sontect

--Ren s had nat beew repaired and downspouts had not

cen frotallsod ov rorlaccld,

--Feliis, {lecrs, and ccilings had not bheen repaired
and/or palnto In ¢ne case, a cciling had not been
repeired aitihor L the contract required that <sheet-
rocl be dnstallcd, [inisaed, and vaintcd., In another
caxe, deicrioyored flooring had net becen repltaced.
(Sce p. 28.)

--Doors had not been installced or yepaired and new
haraud had not beoen installced.

--New windows had not been installed and window panes

a0t ocen replaced.

--Eleciricel wall reoceptacles, 1ignt fixtures, and wall
1’ ~
switches had not veen Instoiicec. Tolirtcen cuplex
wall reoceopilaeles tad netl vecn anvteiled 11 ene house.

exi yle, @

tuh and other bethroon fixturces had not been

~-A plustic vopor borricer had not veon installcd undevr-
neath one howse whcre ibe space between the ¢rovnd
and the joistls vequirea such a barrier (See p. 29.)

--Gas wueters had nel Deww moved to the exterior of a
two-urit apuarincit noasc.  (Sce p. 290)

Poor wr=iranshin evidentg

--A new roof lenhed.

~-Concrcte suprori piers had not been properly installed
under sceveral of the houses.  The piers wore net on a
proper coucrete foeting blocks were not cemented

(39
Tt
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topgcether, and the tops were not capped with concret
01 mctal ternite shicelds as required. ({See p. 30.)

--The paint had peeled fiom exterior siding only abo ¢
6 months altey beiny repainted.,  (Sce p. 30.)

-~Interior v~1ls, flcore, cecilings, and woodvork huad
not been pro rep. i.ed and/or painted,

--Doors had not bvcn preperly repeirved or painted.
Many doors fit imuroperly, would not opcn or closc
easily, and Uz’ld not lock.

--¥indevs had ndt been properly repuirved or painted.

A trtael of 10 contractorc were iaveived in the rehabili-
¢ -the 14 properiies we inspected. On three of the

rreperiios, in o lving threc coni- tctors, we did not note any
major derici i o+, We found that work zesuirde! by the
wrizIon cond

{raCcis was not done or peor vorkmanshlip was evi-
rtics, inveolvirn 7 contoactors. b i
d

-

ae

Cussed pertis n cliciencics noced withh 3 of these 7
cuoalrscters. . We were uvurbie o contact two contractors ond
the ronaliniug two ceotracters Jdid not wish to tall to us
alt.:-ugh they were informod  hot theis noaes would be iden-
tified in this report.

The convractors ihat we tallked to stated that scne of
the itens of vork noto t being done altiough required
by tIc written cont ¢, dn their opinicn, not re-

quired by ithe contrewis or werce the result of verbol agrac-
menis viith the rehoebiliotion odvisors and/or the heonownors
to Ccelete the items and subsieiwute other work.,

[
jab}
=W
jes}
()

racts

i Tl
ey considerced ti:c WOl pev-

1

]

the cangract ,
¢ h the rvegulronien's oi their
i

fori <0 wlca
conuracts.,

Chsorvations < ins woctions by AHA personncel
. s ! L ~

Ia addition to inwpecting the 12 rehabilitation jobs
discussed above and the 2 rchanilitation jobs discussed in
chapioy 6, ve accompaniod AHA ychab litation personncl on
pections of work being doue and on final inspoectio..
vieted vork, We noted that
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--for five propertics, johs were certified as complete
even thou,na itcons of work had not been done,

--for si: propertics, rohabilitation perscoanel did not
make an 1tew-by-iten inspection of the work,

--a supe 1oy ceortificd two jobs as couple o but th
ashed anovhor supervisor to chcck out ceortain quer
tionablce Itors, and

--onc supervisar did not use the work statenent vhen
nakine a final inspection o d stuted tho. he ravely
chece..ed the vork stateacent to detcermine wheither all
work had been ¢ apioted.

We do not know « cther rehabilitation persoancl feollowea
their usual inspcction practices while we accomp. nied them.
Howecver, as cur obscrvations continucd, v hebiritation per-
sonnel goner 1ly becanc n re carceful and chovoulh in their
inspeciio s and vsed the cork statemonts to det.raine

whether the required work had been comp” 2ted.
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Final ° s»oections

— B e T T e

{ had been
cut wﬂ?iww

. .
AV inspeciors has

- 3 -1 Sy b g N I =1
¢ 21 10 acoordence vith the
4

'
C A

3 M Cm N d . I ~ 1, ]
final ipcpzitions on 5 oo tho d

b e

Ae discussel belwwr, the 1 resignificant deficiencies
L. onolod overe in tho proportics in the West End prsject arca.

xoople A
n Al rehebilitacion advisor certified on Janvao. 25,
: habil ag &
/ a

5,900 had b »n com-
tion stcnde Js, Afier
kel

e , : 3q- Sover aned 1
we inspoot.a the two-unit duelling end found nunerous defi-
: ~ " e . 1. . y PR PN " Bl o R R, -
cienc on 1n the work, we aslked AllA eoificials to inspecy this
e aerr P ~ . 3 PR ST 2 1 P o
propeorey and prennre an inspoction report shoving the itcoms

- = i S
11 hed to be dene in order to cenply w th the

inspeciy ne ; 1 port da u

lisceld 80 3dters--includ’ i zepairviue floors, windows, doors,
and {cuc , and installis . iight fixtures, elcciric cutlets,
and & boihoub--that he considered esscntial for cowpliance

We :e¢r=d the rchabilitotion edvisor and supcrvisor why
they hed certified thet the wvork had been performed according
toe the contrect. The rehobiliitooion advisor scoid thet he dil
not notte a3 final irnspection or a detoiled iten by-item check
of the work but had made a general inspection of the work a
few duye bofore sioning the certificete that the job was

complueie,

e told us tier he cevtificd the job couplete on instrus
tioens from the rch:hilitaij"n supervisor in order that the
5 .. .1 3 E.

papervert for finci paynent could be prezissed.  He said thot
he asswevd that the 5upcrv;5or would nalic an itom~bv-*‘\m che L
i ]

o) e nade t} final inspection., The rebabiliioe-
t ; he did nor pake a {inal inspoction

of the vork anl SL;MGJ tnc completion certificate becaune

t ' siion oMvisor ceortified that all 1mprovements

i

chvJL“ in the contsact had been satisfactorily complceted,

[—
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After AL spspected the propoerty at our reguest, the
project conpdinator instructed the contractor to cuwaplete

the sorn rteguitrad be Ui renabilitotion coatradt.  In Noveowcow
1070 the rohabdlitation o visor advisod us that tho contr ooy
bod rotarned co7 conplet oai’ of the woyi roquired, with i
crovpLion 0 e Tar the sas onnoLors to tho cutside oo the

Pl bios,  Un oJdune a0 aalh advise s thiat the gas uotoves
stiil hat not bhoen soved and thot ALY weuld advisc the houo-
Gawnor o to o inttrots Lon? 10 ajsainst the contractor for
tailuce to poreore this werk.

xamnic B

1y ~'

itarie Mork costing $5,000 had bccn coil-

S } ch-bilitation standard e

n?pcctcd N prog"'y i May 1872 and found that not all 0

{ 7 ! wopleted and that cevtaln ltens

of werk that had bee >oploted did not appear to et the

THindi e proporty t our request, the AHA rchadl

totion sopcrUisoer whie coriified (hat the work hiad been coir-
HAY s rehnbilitation depertment in-

An AHA rehabilitation 1V'>or CCILILLG on Fcbruary 29
. B

Do

: o~

o7
o
-
-
—
jan
—~
b
.

-
°
[
-

- a

ploeted ena the nantger o AA's
spoetod this property on May 31, 1072, Thedir report confized
cur chsorvations oo Listod 25 dtens of work that sti1ll had

?

i
te be deone o coaply with the cenvrect. This werk included
ip” cinting flooys, zepairing wells and windens,
o kitchewn cabinctis, and rcplacing bathroom Fixtures.
~ehabilitation advisor reiponsible io
i ot eaen item of v
satisfied with sone o

connictes and he was not su the Work he Jid
ingpect. Jio said that he told his supervisor of this but dil
not accerpe v hom oon a final inspection of the preperty.  The

roheodlitatzon supervisor told us that he inspected tho pren-

erty 5 or 4 weons botore siening the conmploiion certifiicatd
but gt he did not ndlie an Iten-by-iten inspoction of Lho
work, ile said (hat he deluved in sizndng the cortificate

Y M M

boceuse the cdvisor cold pin sone items of work had nov vex
that hie sicned the completion certificate
Lim that oll of the worl had been

After Al inspocted the property at our request, the
troject coordinatur instructed the contractor o cows lete
of work to compiy with the rehabilitation contract.

v
-
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n.o0Y odated Aue st 4, 1972, the rchnhilltatzon
) 1ods praperty advisel t ;
coordimate thatr the coutr ctor Lol completed all ?3 itens

as roecuilr.

=
p—
“
-~
|93

SUDOTY oy

Sunnlom -1 1ot ians
4

ANA reohebilitation o visors Jdid not make the required
suppleacnt.l trspections v 19 I propertics we re-
viewvad, One rehadilitation supcrvisor in the Model Cities
preject ofvice told ns whet the office did not male suppl:
meptnl ins; “tions unless a spocific compleint was received
fron the prooerty ovner. Vroject files maintained by the

two project orijces shovad. however, that homcounncrs had
compiained about the rehobllltation work per -~rned on a number
the properties where the suppleuental inspections had not
veen mad.

LA

e drcussed this meoiter with S0 officials and were
T . i

St g e ,
a5 isSCu I T correcLive lu‘*,xl wo id be taken.,
GUAT T TTCATTAaNS OF DIOADTTIT A ENY pyasoN
A s A e e e D - -
Frow Januvery, 1071 through June 1972, ALA enploved 35
rehanilitation advicors and s pervisor 1 its rehabilitation
\ ‘ .

b
¢ 1
Juie 50, 1077, AIA Lod 2t or

mbivitation

pregran. As 0 ¢
advisers and 7 rehebilitotion supervisors to adwinister the
rehal-ilitavion progion av 1l 5 projoct offices. Wo reviewed

the personncl viles on the 28 advisors and § supervisors to
ot dnferwatien on their Q”ﬁ]Jf’ChLl(”‘v‘”1WLLuulH“ prior
cmplovient, mrier confirvaetiion

—

tritning and experience, and

the exient 6 on-tie-job trasning belere they were promoted

fron aoting rohevilivacion advisers to rel bilitation adviseors

Or F1on quvisers 1o Sulervlrors,

1T Tites of L9 of ihe 23 rehabilivation advisors
contained litile or no evidence of prior construction experi-
ence,  Furthermore, ihe odvisors were hived as rephabilitation

advisors or wove pronoted to o advicors after 2 or 3 wonths of
on-ihic-job tvaining.,  The 5. s of the renaining nine rehabili-

ratinn advivors and five sup ovicors shaowsd Jhat they had
prior eapeorience o8 conirociors, housing taspectore, or build-
1 Jupcylutcudcnhz. The tiltes shoved twrther that the five
supeivisurs vese proaoted to o thoesr positions after 1 to 5y~
as r:hznjjitinwn advisors
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AN officials intormed us thot some of the rehohilitotion
adv: »did not list ail eof their conrtruction ¢xposicnce

1
en tho roerplovieent apolications bur toat the prior cxperi-
. . , .

[T NN M Tar i v e ..
CNCe O tnes droLvi o tac erploy:r o
)

P O S B AT H Sl e vt N “ . 1 - [ P
interveon., SO o Drctals adviced s that ol orebabilitar:

advisors w70 Do rou Tred to prepare additional resu.s oo

(4
»

theiv censt L-lion onperien

Ve o os153eve that the lacy of technical qualifications ¢

kY
~ *
P . At g 0 o1 PR
t}{e L’\.xsi.; s WS net o oa i)lL,dO A.—h’“"t Cause 1012 [t 1nuLL"\iULt;
3 +~
[

¢ t rsonnel to fellew
C g trein its rehabilitation pessonncl
in in«m'cl Loorellbilitetion work pe med, and (3) monitor
ion 2 I LT

lnST‘,u(_ ST ovorl.

inspiTilune. oo believe that they resulted nore from the
lack eof writion inspoection procedures an  adequate supcrvis o
Accoroinal wWe osu vostow that AHA {1) prepare a vehavilitario:
- i -
i

?
. ;
anuul Spelifying the poo
el

1A NPT N T -~ .
'\L }\L; bk U (, PR Y

- LT T g ot TO 0 - o Yyrd ; PR S
By letter Jurod Aaonust 30, 1972, AHA advised us that 1t
)

s
L
[
-
it
.
|84
oo
s
oy
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h
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fo—
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o
N
fol)
=
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Pt
e
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s, iho ronual reguives taot

L T T T U BN FEFES | . o ey - .
-~rTeinabllitaticn adny 1oex the work perovmed by

-
cach contruactor at least once a day,

--odvicers and supervisors use work statements Jduring
thely inspeotion:z,
~~advisors and supervisors male joint fincl inspections,

-~advisers cheek klth p roperty owncrs vwithin 60 4 vs
eftey Ule vork hos en completed to doiternice whethor
there ore a2 ) vnljd gogpluints and assist the owners
1n gelting the coeniractors (o correct any defects.

ey thit the resnonsibilities of the
1an1k1tatiug peccoerncel, s oset oul in the renabilitation

cd,oand our findinss on the matter were discussed Juring
a4 o~dry traiing soainer hoeld by ALY in Jul

Th o tror, SNV ofrscials odvised us that rehablilitation
work-irai.a, sessions woo LD Lo condncted regularly cvery
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2 weels and tioet the Ascoistant divrector of Redeveloprment and
A e - H vy ; L. : R R e 4 0 .
the g or o oo Dehalb i titation Nepartnent wenld sodie antoer e

: 5 H NS [P o) S N o v , 4 1y,
e trans te Dot ThHU il voros 30 o donte bl iy tooune
B . L vt - . . Lo N -
controTu and ot Pl el des e e eSO e ata e Finc o
i

SOy vl

. : -~ e R . e A . -

N AN P Vi ou il Lo i i wrrtten
v ; N [ Ty T AR b S ‘1"]‘,)‘( \3‘\'17?
171 roeooo b S te s GO ies abseddnS0d bl Sipls L.lt1\~x R NS
Lot o orodar,

the model neivihorhoo.

<
compioined thao, wde. a housing rchabilitation project n
Mlajr Poro, Thedol Clties DLousin insphectors (actually VA
conaibititarion Ldvizors) nad aade alseasondole lemands on
Adnir Pur. noeeowuers to ropair tinelr nones befere selling
ther 50 1.t votential buy. o rs could ouvalifly {or Felderal mor: -
oace sasurance.  The residots indicolod that these Jdenands
wele mad . to discouscge then ror caving Adair Poark
Gn oo hor &, 180y, AN oot rthe dederad Hountng Mwmini.-

Yol oo or HUR jorariy agrec!l tladt vroperties Lo he

insur o0 by Folvoin uvban reaevel and ncoitgaborihood develoowent

[

pros:a rress wvoeald nave o orocet the reged

hiltietten stendornds of ool ares and anoLulhy ronl

D e 4
a
[t
[

. i
Cion auvvisor woald coreraine whdo repairs vere necoded {o
propuyiy to oot these storfurds, AN orficials advised us

that the o rveaent wWas 1o protect potential buvers 1von po.ng
burdceeld with

were Coo . ilie - to o4

Ve roashiiitation work soon after they
Tong-ter: FU\ mortgare.

fA's Deohabititation Dopartoent told us
! s oor Mdair Park in Jone 1970 and

e
. - EE IN = Yoo gt PR - - 1s e 1 ey O 4 Pyt vt et = vy .
recd vIth o towerly ocompluiat that 1t was unreasonuabie to dema

{
<
- — P T Nt \ e e Sy " 2 Ve N . " S N NN I
that Mlasr oy nevcowiers reoasr theie howds to peet regudrodd

PO
H 1 o | : . IR R s Fyoye - o ) ~ Yoy oy Tt v .
STull «rds boerore i vvould approve the houses for mortoace
3 i N . . - ¥ ] PR . - .
INSYeidw.  lie paneosoer sard taagt, albthousnh the hanses were
. - . L b 1 N 3 . RN Y T ’ ~ Vet
notihoe area doclueed an the nelgaberaced developrent projvan,

1

the heres were nat 1n tie arcas Jdoesignetod by AN to partici
1

A R Dogs 1o <y vy e - o R N
¢oZnotac ropfedlitetion Ioan diid granc prograns, Fheref ore

the boocowne s were nop ¢livinls 0 roceive Yodoral Toans and
ranis e payodoer the rep irs.
e adns o o stated that unreasonable denands had been

Mdd 01 000 Lo Vet 1n the Adarr Poarkh oarea vaile the

v

)
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acrcenent was in eflect from December 8, 1969, to July 20,
1970, The apreenent was rescinded shortly after the residents
of the Adair Park arca comnlained to ANV in June 1870, e
told us taoat AN only acticn in the Adrvir Park avea sincoe
then had been to correct deticiencices on completed jobs. il
also adviscd us that the Atlanta Beard of Aldermen directed
that new honsing projocts not be initiated in Adeir Park
unle-s specifically roguested by its resadents and that sucl.
requests had not been received.



CHAPTER 1

—a

TPTLTTATION WORK

tacts ﬁﬁctuaon by AlIA included
worh statone ts which did net identify clearly the work to

be

~+
@}
t+
¢7]
-
[
g
ol

--required repoivs which were not nccessary to bring
pro;.wrtics up ‘o the establ standerds and which

wcere not reguested by the horecwners, and

ent as to the types of repairs nceded
ilar deficiencies in scveral propertices.,

in rchebilitatieon

C ibe the A~,ou scope,
3 : . 3 ER - oy ey § 3

and : -1k ) i »oand the azlwﬂprz and
t biliteilion work is to
i3 he propercy up to the
AlL o include {as long
a noaxisum loan anount
a & sucpested by the
r by Lhe howecwner and
leprover . : saeowner. After the proporiy

1
1 2CLe . L W rve to be preparced b
Teo i UL . rchat ilitation super-

WO
10,

VOTrk siateon we oxanined included a
clow of the work to be donc, the
loco and tyvpoes ol marerial
oo provides no cowwon
bas ; or for determining the
Tovest may result in un-
need rnm.::... ! ‘'one.

Putiher, oo : : ully the type and
noture of worse 1o ne ownsroin a weakened




v

position i{ the contractor fails to complete the work as

cxpected by the rehabilit-tion adviser and the homoownor,
Exaoples of contract work stuterments preparcd by Al that
did not jdentify c<learly the work to be perforied folluu.

Exarmle A

_—

The work stateront dated March 11, 1971, required that
the contracior wule rehavilitation TOpdllS te a privalce
residence.  ALA estinated that these repalrs would cost abo
$6,500. Yuart of the required work included replacing o1l
decayed sills, joists, and girders in onc arca of the hcouase

SthM.LO] W ‘he work statcement, however, wes not
specifiic as to the nwher and locati . of the sills, joists,
and givders noc 'ng replacement.,

Sr
K2

<
3

The work staterent dated April 30, 189 1, required that
the centrocior wolie reliwbilitation vepuid 1; to a private
residence, M cstinated thoet these repairvrs would cost

1 1

about 6,000, Puart ol the CilWTC& vork included v plucing
a ges  cove an’ o sepplyins ead installing e roflrigerator Lo
a vales hedteor. dhe worn stotenment, however, did not « ooocit
the type cx size of these 105,

NEEDED RT2aing NO; EAGIESD

MAAYS . e
BY botlil b

to LN guideliines, repairs necessary to briag
propcriies vy to local property rehabilitation standards

we o onot pliays roquircd by the work stotenents because ro-
ha! licotion cavisovs (1) {oilcd to nete them during their
inspectiony or (2) deleted thew to male funds available Ior

ot
~=
—~
-
U
o
s

v
o
—~
fo—
—
(g

dgoficiencies in work statenents wit
AL of ficicee iy Doy 1972, eund they subsequently adyvisced
us thot o3l wori stoteorents {for vhich CC)I tracts had not Loon
;

)
]
1

-

o vere being vevicewed and  eviscd as ncecessory, -

4
crpics ol rveguired repoedrs \J;icﬁlxscrc‘fzot incriwded in wor
statcruts Yolror,



Example A
, an Al TC\“Hllltit3 Srpervisor rein-
tod o heewe where arout $9,7200 1n r“hab 'ration vork
hod boen approved by Ay, but the reohebilitoi on contract
con wwanrded,  His o dnspection sheved a need [ov
o $2,000 in additioaal repairs that hed not been
: t- o nt on which the loan
ixjonxl repalrs included re-
the Jiroplace, repalring ani
0 iing 2 plywood base and 11ny1
tile in scveral reons, and revairing the roof. As a result
of the reinspection, AN rcbjuud the work statemer & to re-
quire v e addivienal wvork aad processcd a new Joan and graont
apptication consi-.ent with a revised cost estimate oh-
taincd from <+ contracior.

C e N S "
d ocoranl were basod, h-“ :1(-
3

painting sevorel v

Exawnic B
The work statemont preparved by an ALA 1chelilitatllion
advisor in Aprit 1971 shonod Lhut about $6,300 in ropoirs
weire noccssary to bring the house up to the lecael property
1 }

7/
rebtantlitoation o

mderes, This work included raising prrt
of o boedroc coiliup to 7 00 %, ab ovnoestincted cost ol
S360,  The sogelremeot for tals werl, olong with certain
othor vorll, was doleted fron thoe wool stoter oot to nake
funds availabie for ¢flier revoilss whicn the  chebilitntion
! 13 i he relv »ilita ion

} YFothose o 1L
the onr” he deleced from the worll stete ont, eolthowush the
onees doleted wose Goounit necessary to bring the property
Uy to the mininuld standands.,

A N T AL R R IS A
' 'wv pLATTII N
Lo

., 1= N s
11\,):'\ STareroend

¢ vequired repairs that vere not neces-
sary o bring tho propertics up to the pintavw standacdas ov,
aceosdiinyg te (o erners of tLhe propos cios we inspected,

Weo O ey secseriea by the These 1"“-011

wore r.oouir o JdJd boonnre Al n oadvicsors did not
adevuarioly dnapoct the proportics and discuess the work to
be done wita the preporty ovnors viien the worlh staterents
Woile provaved end gcadn bodore the rohebilitation vorl was
bopoa,  Laeesier oo Uitaesrary roepaire includod in owork

19
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aprrl 1T 2--hofove Lt Contvactoer sraerted work--and fon!

PREY - coa , N P .- ) N S N 3 3

RS Y A D O ST U SEATETS NS I aF R AR TRRCES S QRN AL G T & F O I § BERER X' COMl U1 o
- A . NN I . PR ;

LI rhhe vy o lT iy O 0T il nioe Wt it TOPUILTCG. ALay o

reinspocied by gnother rehabilitat
thot Co e ¢ the woi Derk wies in
process
ToC:, K

o
tion 11 cost vas uvsLid to

The ol statenont srepurcd in June 1871 reguirce  thar
a plyviocd base and tiie Lo 1nscalled in nince roomy at an
cstiveiea corn of S200, noAp 1 1972, the homecwner poo-
video us witvh a rooipt tonfinninge that, before svih veliil
rtation ey, gha bhad hed pon fleoring anstallcod
in five Yoetis InoAuoust 1971,

Sororvdin oo te the hocowner and Al rocords, the cons
tor 3 oo the ovorzil o achebilitotion worl veplaced e
iloor oy v sovon o of tho nine roons, fnclud ne Thioco thet
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--A number of doors had not been rcpaired and painted.
--Paint drippings had not been removed.

--A heater had not been removed.

Several deficiencies noted in the inspection reports had
also been included in a list of deficiencies precpared by re-
habilitation personnel on September 14, 1971, in response to
one of three requests by the contractor for final inspection
of the work. Despite these deficiencies, two AHA rehabilita-
tion supervisors who had inspected the property in January
1972 certified that the work had been completed in accordance
with the contract. The supervisors told us that, even though
the quality of the work was marginal, they believed it met
AHA's minimum property rehabilitation standards.

The contractor told us that, before he signed the con-
tract, AliA's rehabilitation advisor and supervisor respon-
sible for the job agreed that (1) certain work specified in
the work statement would not be reguired and (2) the contract
period would extend to August 23 rather than August 8, as
specified in the rehabilitation contract. He stated, however,
that the rchabilitation advisor later told him that some more
work would be required to comply with the work statement and
that the manager of AlA's Rehabilitation Department refused
his request to inspecct the work performed. The contractor
told us also that completion of the work was delayed from
August 1971 to January 1972 primarily because a sick tenant
was allowed to move back into the house during the time when
the work was scheduled to be completed.

We discussed the contractor's comments with the AHA re-
habilitation advisor and supervisor who denied that they had
agreed to delete some of the required work and told us that
the sick tenant was moved out of the house for a period that
should have been sufficient for the contractor to complete
the work. Also, thc manager told us that the contractor did
not request him to inspect the property.

The rehabilitation advisor responsible for this job
until November 1971 told us that, before awarding the con-
tract, he accompaniecd the contractor to Mrs. Nall's house
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to inspect the property and that the contractor agreed to do
the work for $4,900. The contractor advised us, however, that
he only inspected the interior of one side of Mrs. Nall's two-
unit apartment house and that, based on the rechabilitation
advisor's explanation of the work requlred he agreed to do
the work for $4,900.

The rchabilitation advisor believed that the contractor
did not satisfactorily complete the work because he was not
qualified, was not a good manager, hired unqualified help,
and tried to do several jobs at the same time.

The two rehabilitation supervisors who made the final in-
spection and certified that the work was completed in accord-
ance with the contract said that, even though the work was
marginal, they believed it met AHA's minimum property reha-
bilitation standards. .

A change order by AHA to provide separate electrical
meters for each of the two apartments increased the original
contract amount from $4,900 to $5,077 (the maximum loan
amount). The contracter advised us that the $177 increase was
not adequate to cover the work required by the change order
and that, because of this, he reached a verbal agreement with
the rehabilitation advisor and Mrs. Nall that certain other
work would not be required, in order to offset the costs not
covered by the change order.

As previously stated, the contractor had received two
progress payments totaling $4,000. On April 13, 1972, the
contractor placed a lien of $1,077 against Mrs. Nall's house
for the unpaid amount of the contract.

By letter dated June 16, 1972, the West End project
coordinator forwarded a copy of the May 25, 1972, inspection
report to the contractor and stated that

"We discovered that an inspection report given to
you on January 20, 1972, was partially in error
and also a considerable amount of the work that
apparently appeared acceptable at that time has
since deteriorated to the point of requiring

50
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reworking. The deterioration, in our opinion,
has been duc to faulty workmanship and or
materials."

The letter also advised the contractor that the defi-
ciencies identified on the inspection report had to be cor-
rected for compliance with the contract and requested a
prompt rcsponse from the contractor concerning his plans to
complete the work.

A copy of the May 25 inspection report, together with a
copy of the coordinator's letter to the contractor was for-
warded to Mrs. Nall on Jumne 16, 1972, By letter dated June 26,
1972, the coordinator informed Mrs. Nall that he had not heard
from the contractor, that he had received proposals fiom con-
tractors and subcontractors to complete the work, and that it
appeared that the work could be completed for the $1,077
unpaid balance. In this regard, the contractor advised us
that upon receipt of the June 16, 1972, letter from AliA, he
advised the coordinator in a telephone discussion that he
would agrece to terminate the contract with Mrs. Nall and
withdraw his $1,077 lien on her property.

The coordinator stated that a new contractor could not
be hired until the original contract was terminated in writing
by mutual agreement of Mrs., Nall and the contractor or through
due process of law. He advised Mrs. Nall that the project of-
fice could not take further action if she had any claims
against the contractor other than for the performance of the
work and requested to be advised of her plans on the matter.

On August 14, 1972, Mrs. Nall advised the HUD loan serv-
icing agent in Atlanta and the West End project office that
she was not going to make any more payments on the loan until
the work was satisfactorily completed as specified in the
work statement.

During September 1972, West End rehabilitation person-
nel drafted the documents which they considered necessary
to releasc the contractor from responsibility for completing
the work, release Mrs. Nall of any liability for further
payments to the contractor, and allow AHA to prepare nevw
contracts for complcting the work.
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On Scptember 28, 1972, Mrs., Nall advised AHA that she
would not release the contractor until he replaced the roof
on her housc. Since the rehabilitation contract did not pro-
vide that the roof be replaced or repaired, AlIA, in October
1972, requested Mrs. Nall to provide AHA with her decision
in writing. AlA officials advised us in March 1973 that
Mrs. Nall had not honored AHA's request.

AHA  officials advised us in June 1973 that Mrs., Nall had
not made any loan repayments since August 1972, that it would
now be impossible to complete the job for the $1,077 unpaid
balance because of the rise in building costs, and that
Mrs. Nall's case was turned over to HUD for collection or
foreclosure.

MRS. OCIE CALLAWAY'S CONPLAINT

On February 26, 1970, Mrs. Callaway entered into a con-
tract to rchabilitate her house in the Model Cities project
area for $6,175. The rehabilitation work began on about
March 3, 1970, and AHA certified it was complete on March 25,
1970.

We interviewed Mrs. Callaway and inspected her house at
153 Atlanta Strect, SE., in May 1972. Mrs, Callaway's comn-
plaint was that the contractor had not completed the job and
that some of the work done was unsatisfactory.

AHA rehabilitation personnel had poorly managed the
rehabilitation of this house, the contractor had not
satisfactorily completed all work required under the
contract, rehabilitation personnel certified that the
job was completed in accordance with the contract even
though all work had not been performed, and the homeowner
paid for work that was not done and for some work that
was of poor quality.

The following required work had not becen done:
--New wallpaper had not been installed in the dining
room above the chair rail; instcad, the old wallpaper

had been removed and the walls painted.

--New wallpaper had not been installed in onc bedroom;
instead, the o0ld wallpaper had been painted.



-=A window had not been installed in the furnace roonm.

--The insilde of three closcts had not been repaired and
painted,

--A privacy lockset had not been installed on the bath-
rooun door. -

Because the rehabilitation work had becn done more than
2 years ecarlicer, {or the most part, we could not evaluate the
quality of workmanship. We did note, however, deficiencies
in the quality of some work items, as follows:

--Cracks had developed in the masonry porch which had
been repadixred by pouring a thin layer of concrete
over the existing floor.

--Much of the paint on the bathroom walls had peeled,
the ceramic tile in the bathroom had not been laid
in a straight line, and the surface of the tile was
rough,

The rchabilitation advisor told us that he certified the
job complete without making an item-by-item check of the work,
even though he knew that some work had not been completed.

He said that Mrs. Callaway told him that the contractor had
agrced to finish the work if she would sign a release so
that he could he paid. He also said that Mrs. Callaway, the
contractor, and the rchabilitation supervisor had reached an
understanding that the work would be completed while the
contractor was rehabilitating a house next door.

The rchabilitation supervisor said that he signed the
HUD certification of final inspection without inspecting the
property becausc Mrs, Callaway and the rehabilitation advisor
were satisfied that the contractor had completed the work and
the city building inspector had approved the work as meeting
city building code requirements.

The manager of Alil's Rehabilitation Department told us
that, because Mrs., Callaway complaincd, he inspected her
property sometime between January and March 1971 and prepared
a list of 11 incomplete work items. Several of these incom-
plete items werec the same as those we noted. The manager told
us that he asked the contractor to complete the work but he
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stopped after complcting 2 of the 11 items and refused to
complete the other 9 items because he had completed these
items in accordance with a verbal agreement with Mrs. Callaway.

The manager told us that AHA was hampered in getting the
contractor to complete the job because Mrs. Callaway waited
at least 6 months after final payment before complaining to
AHA. He said that, if Mrs. Callaway had complained earlicr,
AHA could have made the contractor complecte the job, partic-
ularly since he was rehabilitating another house next door
to Mrs. Callaway's property.

The manager stated that the contractor had voluntarily
withdrawn his name from the approved contractor listing in
November 1970 and started working as a subcontractor on
other AHA rehabilitation projects. The manager stated that
he had discussed the matter with Mrs. Callaway and advised
her that the only recourse she had was to sue the contractor.
He stated also that he later discussed the matter with
Mrs. Callaway's attorney who expressed the belief that
_ Mrs. Callaway did not have a good case because AHA certified
that the work had been completed and she signed the final
payment check which implied acceptance of the work as
completed.
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CIIAPTER 7

SCOPE OF REVIEW

We made our review at lUD headquarters in Washington,
D.C.; at its regionul and arca offices in Atlanta; and at
AHA headquarters and two of its five project offices. We
examined records on the administration of the rehabilitation
loan and grant programs in Atlanta. We also interviewed
HUD and AlIA officials, AHA project office rehabilitation
personnel, rchabilitation contractors and former contractors,
and owners of rchabilitated houses or houses awaiting re-

habilitution under the programs.

To evualuate—the adequacy of inspections by AHA rehabili-
tation personnel and to determine whether the work required
under the contracts had been satisfactorily completed, we

--indecpendently inspected eight rchabilitated proper-
ties in detail that had been certified complete by
rchabilitation advisors and supervisors from
January 1, 1972, through March 15, 1972,

--independently inspected five properties that had been
certified complete by rchabilitation advisors and
supervisors during the latter part of 1971, and

--accompanicd AlIA rehabilitation advisors and super-
visors on inspections of 13 properties.

We selected the West End and Model Cities project
offices for review because these two project offices ac-
counted for about $3.6 million (about 84 percent) of the
$4.3 million in rchabilitation loans and grants made by AHA
from inception of the program in Atlanta through June 30,
1972 (sce app. I1I1). From January 1, 1971, through June 30,
1972, 107 of the 133 rchabilitation loans and 63 of the 85
rchabilitation grants made by AHA were for properties under
these two offices. The 107 loans and 63 grants were in
amounts totaling about §980,000 and $210,000, respectively.
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January 31, 1972

The llonorable Elwer B. Staats

Conptroller General of the United States

General Accounting Office .

441 G Street, N.W, )
Washington, D.C. 20548

Dear Mr. Staats:

On Friday, January 28, 1972, the investigative panel of the
Subcommittee on Housing of the House Banking and Currency
Committee conducted an investigation of certain HUD operations
in Atlanta, Georgia. During the course of this investigation
we looked briefly into the Section 312 rehabilitation program.

The Department of Housing and Urban Development has given its
contract authority under this program to the Atlanta Housing
Authority. During the Committee investigation of houses which
have been rehabilitated uncder this program, we were led to
belicve that preference had been given to certain contractors.
Furthermore, we found instances in which the contract terms
werc vague and loosely drawn and contracts were not met by

the rehabilitation contractor though the houses had received
approval undey the ilnal_lnspectlow by the Atlanta Housing
Authority.

I would like to reques :t that your Office audit the Atlanta
Housing Authority's administration of this program in order

to determine whether favorbism 1s involved, whether sufficient
checks are being carricd out to detcrmine that the work is
being completed satisfac’»rily, and whether there is any
collusion between the Yousing Authority and certain contractors.
I hope that if you do find any criminal violations, you will
turn them over to the Justice Department. Furthermore, I

would like to meet with a representative of your 0ffice who
will be handling this wmetter as soon as possible.
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I am enclosing some newspaper articles and a copy of one
of the contracts for the projects which we investigated.
Additional contracts are being gathered, and I will forward
them to you when I receive them.

. Sincerely, 7/
' 7 af4  ’lm”(7;
/‘/’ r"/ ///' f;’;:’ gv\.“k;:"‘fév,v:vjd
- 55 {? f T
BEN B . “BLACKBURN

Member of Congress
Fourth District, Georgia

BBB:dbb
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SCHEDULE OF ALL RESIDENTIAL REHABILITATION LOANS AND GRANTS

FOR URBAN RENEWAL AND NEIGHBORNOOD DLVELOPMENT PROJECTS

IN ATLARTA

FEBRUARY 1966 THROUGH JUNE 1972

~

° —

Conventional urban renewal
projects (note a):
West End
University Center
Thomasville
Butler Street

Total

Neighborhood development
program projects:
Model Cities
Bedford Pine
Edgcwood
Vine City

Total

Total

Number
of

prop-

Section 312 Section 115 erties

loans grants rehabil-
Number Amuunt Number Amount itated
197 $1,279,940 219 § 492,430 337
25 94,050 118 186,266 128
2 7,700 3 10,509 4
1 2,150 3 5,800, _4
225 1,383,840 343 694,996 473
157 1,301,050 173 545,615 236
23 171,250 19 57,190 33
9 66,200 17 53,818 22
_7 42,550 _ 36,875 i1
196 1,581,050 220 693,498 302
421 $2,964,800 563 $1,388,804 775

aAs of June 30, 1972, rehabilitation had been completed in all urban re-
newal projects except in the West End project area.





