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Guiding Principles
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* Accountability * Professionalism * Objectivity and Independence * Communication * Collaboration
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Mission

Our mission is to independently audit, inspect, and investigate
matters pertaining to the District of Columbia government in
order to:

o prevent and detect corruption, mismanagement, waste,
fraud, and abuse;

o promote economy, efficiency, effectiveness, and
accountability;

o inform stakeholders about issues relating to District
programs and operations; and

o recommend and track the implementation of corrective
actions.

Vision

Our vision is to be a world class Office of the Inspector General
that is customer-focused, and sets the standard for oversight
excellence!

Core Values

Excellence * Integrity * Respect * Creativity * Ownership
* Transparency * Empowerment * Courage * Passion
* Leadership
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Inspector General

September 19, 2017

Brian Kenner

Deputy Mayor for Planning and Economic Development

Office of the Deputy Mayor for Planning and Economic
Development

1350 Pennsylvania Avenue, N.W., Suite 317

Washington, D.C. 20004

Dear Deputy Mayor Kenner:

This letter serves as our final report entitled the Review of the H Street N.E. Starburst
Revitalization Grant (H Street Grant) (OIG Project No. 17-1-02EBO). My Office performed this
review as a part of our ongoing efforts to proactively address fraud, waste, abuse, and
mismanagement risks related to grants issued by the District of Columbia. This report
aggregates the results of the OIG’s review of the subject grant and the subsequent constructive
exchanges that have occurred between the Office of the Inspector General (OIG) and the Office
of the Deputy Mayor for Planning and Economic Development (DMPED) staff.

On July 28, 2017, we provided DMPED with our observations and included seven
recommendations designed to strengthen grant management and oversight (Attachment A). On
August 11, 2017, you responded to our observations and recommendations, to include actions
underway that appear to meet the intent of our recommendations (Attachment B). Also, in your
letter, you requested the removal of “the suggestion of a possible violation unless [the OIG] . ..
found evidence of a specific violation™ as it relates to the disbursement of grant funds.

Because of your request, the OIG’s General Counsel contacted both your General Counsel and
Deputy General Counsel and provided the OIG’s analysis of the applicable D.C. Code sections
regarding applicability to the H Street Grant disbursements. On September 1, 2017, we provided
you a letter that included the OIG’s analysis of DMPED’s concerns and a summary of the
constructive dialogue that has occurred between our two Offices regarding this issue
(Attachment C). We requested DMPED provide any supplemental information related to its
concerns and/or an amendment to its August 11, 2017, response. To date, we have received no
additional supplemental information from DMPED. As such, we consider our initial
observations to stand.
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We appreciate the cooperation and courtesies extended to our staff during this review. If you
have any questions concerning this report, please contact me or Edward Farley, Assistant
Inspector General for Inspections and Evaluations, at (202) 727-2540.

Sincerely,

@ﬁé’el&‘%&i@
Inspector General
DWL/mnw

Enclosure

cc: See Distribution List
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Attachment A — OIG’s Observations and Recommendations to DMPED

GOVERNMENT OF THE DISTRICT OF COLUMBIA
Oftice of the Inspector General
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OIG

Inspector General

July 28,2017

Brian Kenner

Deputy Mayor for Planning and Economic Development

Office of the Deputy Mayor for Planning and Economic Development
1350 Pennsylvania Avenue, N.W., Suite 317

Washington, D.C. 20004

Dear Deputy Mayor Kenner:

This letter is to inform you of the results of our review of the H Street NLE. Starburst Revitalization
Grant (H Street grant) (OIG Project No. 17-1-02EB0). The objectives of this review were to: 1)
examine the grant application and award process and grantee’s compliance with grant agreement
requirements; 2) identify any grant oversight weaknesses that could increase the potential for fraud,
waste, and abuse; and 3) where applicable, make recommendations for improving grant program
effectiveness and administration to ensure that grant fund expenditures achieve the desired results.

This letter summarizes our observations and suggested improvements to strengthen your office’s
grant program administration and oversight. These observations and suggested improvements
resulted from our review of H Street grant activities in fiscal years (FYs) 2016 and 2017.

BACKGROUND

On August 30, 2016, Office of the Deputy Mayor for Planning and Economic Development
(DMPED) authorized a $500,000 grant from the H Street Retail Priority Area Grant Fund' 1o H
Street Main Street, Ine, (HSMS), The period of performance specified in the grant agreement began
on August 30. 2016. and ended on September 30, 2016. According to the Scope of Work, HSMS
was expected “to establish and implement a plan that will organize and coordinate marketing and
other promotion efforts in the tri-corridors of Bladensburg Rd, Benning Rd, and H Street; to provide
technical assistance 1o corridor businesses: and o repair, maintain and activate the Starburst Plaza
and combat cnime, drug usage, and loitering in this arca.” Technical assistance was to include one-
on-one consultations with small business owners on matters such as accounting, bookkeeping.
marketing strategy, advertising, visual merchandising, and website creation. The Request for
Applications (RFA) listed various programmatic activitics [unded by the grant, such as “a farmers
market. flea market, retail pop-ups including holiday shops, public art, and family-oriented events
with outdoor movies and live entertainment[. "

'D.C. Code § 1-325.172(x) states that “[1]liere is established as a nonlapsing fund outside the General Fund of the
District of Columbia a fund designated as the H Street Retail Priority Area Grant Fund, The Chief Financial Officer
shall pay upon April 8, 2011, an amount not to exceed §3 million annually, but not to exceed $25 million in the
aggregate, of the H Street Real Property Tax Increment Revenue and the H Street Sales Tax Increment Revenue into
the H Street Retail Priority Area Grant Fund.”

717 14" Street, N.W.. Washington, D.C. 20005 (202) 727-2540
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OBSERVATIONS

There are numerous areas that the OIG team believes DMPED must improve within its grant
administration and oversight processes. Specifically, we observed:

* lack of coordination and undefined roles among: 1) the business development and strategy
team; and 2) the administrative grants team;

s DMPED communications with the grantee prior to the issuance of the RFA regarding RFA
details, which could create the appearance of favoritism, collusion, or a lack of full, open,
and fair competition;

* lack of policies and procedures regarding grant fund distribution and advancement, and grant
funding disbursement practices that may have violated D.C. Code;

» lack of consensus and policies regarding grant monitoring procedures, specifically, if they
differ depending on whether all funding is provided at the beginning of the performance
period or released in stages during the performance period, which could result in inconsistent
oversight and higher risk to the District;

e failure to vet the grantee’s supporting invoices, expense reports, and other documentation to
detect inaccuracies, misstatements, or inappropriate spending;

e failure to issue a close-out or grant amendment, resulting in funds being expended outside of
the grant’s stated period of performance;

* lack of adherence to, or knowledge of, DMPED policies and procedures (e.g., multiple
irregularities observed with respect to the grant application process, including not closely
following required deadlines nor adhering to information required by forms and templates);
and

* the need for a central repository of grant award information that could help District grantors
and oversight entities prevent and detect instances where grantees aim to defraud the District
by receiving duplicative grants.

ENDATI
To strengthen its grant administration and oversight, DMPED should:
1. Establish a written plan and/or internal job tool defining grant monitoring roles between: a)
the business development and strategy team; and b) the administrative grants team, to ensure
that all grant-related monitoring duties are clearly assigned.

2. Ensure DMPED employees understand and acknowledge that they may not communicate to
potential grantees information about planncd RFAs that is not publicly available, to ensure
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that RFAs arc developed independently and without improper consultation with a potential
grantee.

3. Establish and implement written policies and procedures with respect 10 gramt fund
disbursement that comply with current D.C. Code provisions.

4. Consistently conduct and document oversight of grantees’ performance regardless of when
grant funds are disbursed to the grantee, to include timely, critical evaluations of supporting
invoices. expense reports, other deliverables, and general performance measures. Grant
monitoring personnel should have duties that are separate from the grant’s program/fiscal
management. technical assistance, and any other function related directly to grant
administration, and monitoring personnel should document their observations and prepare
written reports 1o communicate [indings and concems,

5. Review all active DMPED grants, and institute an automatic notification system Lo ensure
that grant close-outs and amendments are timely executed, when needed.

6. Train employees on existing policies and procedures o ensure that irregularities with respect
to grant forms and templates are reduced or eliminated.

7. Coordinate with the Office of Partnerships und Grant Services (OPGS) to create a searchable
repository of grant award information that would help District entities prevent and detect
duplicative grant spending.

Please provide a written response to this letter by August 11, 2017, Upon a future reevaluation of
DMPED, we will assess whether all of the conditions cited in this letter have been addressed.

If you need additional information, please call me at (202) 727-2540),
Sincerely,

W,

iel W. Lucas
Inspector General

DWL/el

<
(=]

Rashad M. Young. City Administrator. Distnct of Columbia (via email)

The Honorable Phil Mendelson, Chairman, Council of the District of Columbia (via email)

The Honorable Kenyan McDullie, Chairperson, Committee on Business and Economic
Development, Council of the District of Columbia (via email)

The Honorable Kathleen Patterson, District o Columbia Auditor, Office of the D.C. Auditor
Attention: Cathy Patten (via email)




OIG Final Report No. 17-1-02EBO
Attachments Page 4 of 9

Attachment B — DMPED’s Response to OIG Observations and Recommendations

PR
* * *x GOVERNMENT OF THE DISTRICT OF COLUMBIA WE‘.‘.W
e | Executive Office of the Mayor =
[=—=] Office of the Deputy Mayor for Planning and Economic Development

VIA ELECTRONIC MAIL

August 11, 2017

Mr. Danel W. Lucas

Inspector General

Government of the District of Columbia
T17 14" Strest NW

Washington, OC 20005

£ I c. GOV
Re: H Street N.E. Starburst Revitalization Grant (OiG Project No. 17-1-02E80)
Dear Inspector General Lucas;

This letter is in response to your correspondence dated July 28, 2017, informing this office of the resuts of
the revigw of tha H Street NE Starburst Revitalization Grant (H Straet grant) (OIG Project Numbar 17-1-02EB0)

We have carefully raviewad the report and submit cur responses setting forth DMPED's actions taken or
planned or reasons for any disagreements with the obsarvations or recommendations or in a few instances,
solutions that OMPED believes, are meore appropriate,

DOMPED agrees with some of the repont's observatons. Agency kadership and staff are currently roviewing
DMPED's grant policies and procedures with the istance of owr G 1C T's office to ensure that the
agancy remains in compliance with DMPED grants policy and procedures and to ensure compliance with the DC
Code and other grant related regulations

In addition, as we noted at project indmtion, DMPED has taken the steps to strengthen processes related to
administenng grants, which began shorlly after the award of the Starburst grant. We have engaged with a cohort
of the Districts Cortifiad Public Manager's program to interview staff, map the process, gather feedback and make
recommendations o improve the process and clarify rokes. Their work has already addressed a number of the
recommendations as outlined belows,

CMPED takes seriously s job to be objective, fair, open, and transparent, especially with regard to
solicitations, so we have some concerns about certain assertions in the report's abservations.

First, the H Street grant soication was posted in the DC register and on DMPED's webstte. It was open to
the public for 35 days and was evaluated and recommended for award by a panal m accordance with DMPED
procadures. It Is in the normal coursa of business for OMPED staff to reach out to third parties pror to releasing a
solicitation, in order to ansure an effective solicitation and robust participation. The grants manual dees not

Brian 1. Xannar
Deputy Mayor

* * X

Joha A Wison Buiding | 1350 Pennsylvania Ave, NW, Suite 317 | Washington, DC 20004
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prohibit this communication and no non-public information is shared about the proposed solicitation and was not
for this sclicitation.

Second, DMPED has reviewed the H Street grant documentation and believes the disbursement of the
grant funds did not violate the D.C. Code. We ask you to remove the suggestion of a possible vielation unless you
have found evidence of a specific violation.

Finally, DMFPED rewviews all submitted invoices and expense repors for the Graniee's expenditure of
disbursed grant funds fo ensure compliance with the grant agreement.

We submit the following responses to the report’s recommendations:

1. Establish a written plan andfor intemal job tool-defining grant monitoring rodes between: a) the business
development and strategy team; and b) the administrative gramts team, to ensure that all grant-related
maonitoring duties are clearly assigned.

DMPED's Response: As noted abowve, the agency has taken the steps to strengthen processes related
to administering grants, which began shortly after the award of the Starburst grant.

2. Ensure DMFED employees understand and acknowledge that they may not communicate to potential
grantees information about planned RFAs that is not publicly awvailable, to ensure that RFAs are
developed independently and without improper consultation with a potential grantee.

DMFPED's Response: |tis in the mnormal course of business for DMPED staff to reach out to third parties
prior to releasing a solicitation, in order to ensure an effective solicitation and robust participation. The
grants manual does not prohibit this communication and no non-public information is shared about the
proposed salicitation and was not for this selicitation.

Additionally, DMFPED is currently developing an agency Grant Manager's Technical Representative
fraining module to ensure proper education of the responsibilities for monitoring, documenting, reviewing
and approving grant activities. The training will advise of prohibited activities.

3. Establish and implement writtem policies and procedures with respect to grant fund disbursement that
comply with current D.C. Code provisions.

DMFED's Response: The agency is working with our General Counsel’s office fo ensure compliance
with this recommendation. Additionally, we continue to increase our frequency of intemal coordination by
conducting staff trainings and updating existing policies and procedures.

4. Consistently conduct and document oversight of grantees’ performance regardless of when grant funds
are disbursed fo the grantse, to include timely, crtical evaluations of supporting invoices, expense
reports, other deliverables, and general perfformance measures. Grant monitoring personnel should have
duties that are separate from the grant's programfiscal management, technical assistance, and any other
functiom related directly to grant administration, and monitoring personnel should document their
observations and prepare written reports to communicate findings and concems.

DMFED's Response: DMPED is currently dewveloping am agency Grant Manager's Technical

Representative training module io ensure proper education of the responsibiliies for monitoring,
documenting, reviewing and approving grant activities. We contend that consistency and clarty with

* kK
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respect to the agency's grant policies and procedures and other District grant related procedures is
essential o achieving full compliance and implementation of best practices.

5. Review all active DMFPED grants, and institute an automatic notification system to emsure that grant close-
outs and amendments are timely executed, when nesded.

DMPELD's Response: DMPED will send notifications to grantees regarding the closeout requirement.
Cleseout reports will be dues within 120 days of the grant expiration date. Currently, the agency is
executimg timing gramt amendments in most cases. The agency will continue fo monitor grant
amendment execution for improverment.

8. Train employees on existing policies and procedures to ensure that imegularities with respect to grant
farms and templates are reduced or eliminated.

DMFED's Response: We continue to increase our internal coordimation by conducting increased
frequency of staff training and updating the agency's existing policies and procedures. We have also
implemented the use of standardized templates o ensure that all required information is being collected
in accordance with the established rules and regulations.

7. Coordinate with the Office of Partnerships and Grant Services (OPGS) to create a searchable repository
of grant award information that would help District entities prevent and detect duplicative grant spending.

DWMPED's Response: The agency has identified a central location for our grant awards and this
information can be shared with agencies. We also have a liaison working with the Office of the City
Administrator and OPGS to dewvelop a District-wide grants system to coordinate grant awards among
agencies.

Thank you again for your review amd recommendations. DMPED is commitied to ensurimg continued
improvemnent of our grants programs and compliamce with the established policies and procedures. We
i::::lntin uously sesk to ensure the best and most effective use of District funds to help with cur mission of growing
jobs, affordable housing, and tax revenues in the city.

Sincersly,

%é‘:—-

Brian T. Kenner
Deputy Mayor

BTKIm

|ICo: The Honorable Kenyan MeDuffie, Chairperson, Committee on Business and Economic Development,
Council of the District of Celumbia (via email)}

The Honorable Phil Mendelson, Chairman, Council of the District of Columbia (via email)

The Honorable Kathleen Patterson, District of Columbia Auditor, Office of the D.C.
Auditor Attention: Cathy Patten (via email)}

Rashad M. Young, City Administrator, District of Columbia (via email)

* Kk ok
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Attachment C — OIG’s Analysis Provided to DMPED

GOVERNMENT OF THE DISTRICT OF COLUMBIA
Office of the Inspector General

¥ k *
Fayphctos Ceneral ey
September 1, 2017

Bnan Kenner

Deputy Mayor for Planning and Economic Development

Office of the Deputy Mayor for Planning and Economic Development
1350 Pennsyivania Averme, N.W.. Suite 317

Washmgton. D.C. 20004

Dear Deputy Mayor Kenner:

Thank you for your August 11, 2017, letter sent in response to the Office of the Inspector General's
(OIG) review of the H Street N.E. Starburst Revitalization Grant (H Street Grant) (OIG Project No.
17-1-02EBO). In your letter, you noted several disagreements with the OIG’s observations. This
letter provides the OIG’s analysis of DMPEDs disagreements and memorializes constructive
dialogue that has occurred befween our two Offices since August 11, 2017.

First, I would like to pomnt out what the OIG believes is an inaccurate statement. Your letter states
that the H Street Grant solicitation “was open to the public for 35 days....” The H Street Grant’s
“Request for Applications (RFA)™ provided by your office shows a ‘nelease date” of April 1. 2016,
and a submission deadline of Apnl 22. 2016, which is 2 period of 22 days.’ The OIG is not aware of
an extension to the submission deadline that would have created a 35-da) open period to the public.

Second. I wall address a request commumicated in your letter. On page two you wrote:

DMPED has reviewed the H Street grant documentation and believes
the disbursement of the grant fimds did not violate the D.C. Code.
We ask that you remove the suggestion of a possible violation unless
you have found evidence of a specific violation.

The OIG believes that D.C. Code §§ 1-325.173(d)(1) and 2-1217.73b(b)(4)(A) did not pernut a lump
sum disbursement of the H Street Grant finding > The D.C. Council enacted emergency Ieg;slanon
effective July 20, 2016 — the Fiscal Year 2017 Budget Support Emergency Act of 2016 (Act)* Title
I1. Subtitle N of the Act, referred to as the “Retail Prionty Area Emexgency Amendment Act of
2016,” amended the H Street. NE., Retail Pnonty Area Incentive Act of 2010, Section 4 (codified at
D.C. Code § 1-325.173(d)) and the Retail Incenfive Act of 2004. Section 4b(b) (codified at D.C.
Code § 2-1217.73b(b)) by adding a subsection that states: “[a] grant made available under this
section shall be divided into thirds or fourths and disbursed accordingly in allotments to a grantee.”

' The DMPED-OAG Grants Manual requires that the deadlme for submitnng applications be “ar least thuty (30)
days after RF A release[ ] This peniod may be shortenad by DMPED policy or mle as evidenced in a Jusaficaaon
Memorandum signed by the Deputy Mayor[.]”

* H Street Main St., Inc. received the entirety of the grant award, $500,000, in September 2016.

' The D.C. Council enacted A21-0463 following approval by the Mayor.

717 14" Strest, N.W., Washington. D.C. 20005 (202) 727-2540
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On August 22 and 23, 2017 the OIG’s General Counsel commumicated with both your General

Counsel and Deputy General Counsel, and provided the above analysis of the aforemennoned DC.
Code sections regarding applicability to the H Street Grant. To date. DMPED maintains that the H
Street Grant is not subject to the disbursement requirements, as noted in an August 23, 2017, email

reply:

[bloth of these provisions were adopted as part of the Fiscal Year
2017 Budget Support Act of 2016 (D.C. Law 21-160). which was
effective as of October 8, 2016.... [T]he subject grant was awarded
prior (emphasis in the onginal) to the effective date of provisions
addressimg the timing of disbursement. Accordingly. the grant is not
subject to these disbursement requirements.

We disagree with DMPED's position and note that the Fiscal Year 2017 Budget Support 7
Act of 2016 (A21-0463) was effective July 20. 2016. and expired on October 18, 2016. There was
no need for temporary legislation because the permanent legislation, (1.e.. the Fiscal Year 2017
Budget Support Act of 2016 (L21-0160) was enacted effective October 8, 2016. As such, there was
no gap between the emergency legislation (A21-0463) and the permanent law (121-0160). A21-
0463 was effective on an emergency basis from July 20. 2016 — October 18, 2016. The permanent
law (L21-0160) was effective from October 8. 2016.

Accordingly, DMPED’s $500,000 grant award in September 2016 to H Street Mam St.. Inc. should
have been disbursed in allotments as set forth n D.C. Code §§ 1-325.173(d)X(1) and 2-
1217.73b(b)}(4)(A) because A21-0463 amended these D.C. Code sections on an emergency basis
effective July 20, 2016 through October 18, 2016, as set forth above. These D.C. Code provisions as
amended did not permit hunp-sum disbursement of the grant award in September 2016.

In closing, our letters dated July 28. 2017, and September 1. 2017, will be combined wath all
responses provided by DMPED mto a single document and posted publically on the OIG’s website.
If you would like to provide addiional information on either of these points or amend/clanfy vour
initial response to my Office’s review of the H Street Grant. kindly submit your response by
September 8, 2017. Absent supplemental mformation from DMPED., I will consider our
observations initially commumicated to you on July 28, 2017, to stand.

Thank you in advance for your cooperation
Sincerely.

D Wzl

Daniel W. Lucas
Inspector General

DWL/ef
cc: See Distribution List
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