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Background

Prior reports highlighted grants with unused balances and limited activity with respect to grants
approved prior to 2009. This repart updates the status of those grants and includes grants
approved prior to 2011 and identifies controls that should better assure timely identification of
grants needing follow-up by ARC Project Coordinators and State ARC Program Managers. The
review sample emphasized grants for which no ARC funds were noted as dishursed since grant
approvals.

ARC has emphasized actions to improve follow-up on inactive grants and completed projects.
More than 670 grants were closed during the period July 1, 2011 to September 30, 2012.
Actions included implementation of older projects for which grants were approved,
cancellations and de-obligations.

ARC approves grants for economic development projects in the Appalachian Region and, by
law, relies on other Federal Agencies {Child Agencies) with construction expertise, to
administer, manage, and monitor construction related grants and projects. Cooperation and
coordination between ARC and Child Agencies is an important program element and the Child
Agencies are responsible for providing ARC with project status reports, including information
for grant close out when projects are completed and identification of significant problems
impacting grant implementation.

Child Agencies were previously referred to as Basic Agencies. The primary Child Agencies are
the Rural Development Service (RDS) of the Department of Agriculture, Department of Housing

and Urban Development {MUD), Tennessee Valiey Authority (TVA) and Economic Development
Authority (EDA} of the Department of Commarce.

Summary and Results

Our review of information on ARC.Net as of September 30, 2012 identified 76 grants approved
prior to 2011 for which no disbursements were reported. ARC funds related to these grants
totated $29,831,574. Thisincluded 35 grants with ARC funds approximating $13 mitlion for
which no disbursements had heen made in three years since approval.



Summarized as follows:

Child No. of ARC

Agency Grants Funds

RDS 54 §23,884,341

TvA . 13 S 3,849,902

HUD 5 S 1,047,331

EDA 4 S 1,050,000
76 $29,831,574

We concluded that continued emphasis should be placed on timely identification and follow-up
on grants with inactive balances, including emphasis on instances where no activity is apparent
for extended periods.

Update on Grants Noted in Report 11-05, issued July 15, 211

In 21 of 50 instances noted in Report 11-05 where no dishursement has been made, records
reflected no dishursements as of September 30, 2012, ARC funds approved for these grants
totaled 58,435,200, with the majority of these grants (15} being administered by RDS. Although
contacts with these grantees were made subsequent to Report 11-05 to obtain updated
information about grant status most of these contacts were made late in 2011 or early in 2012

and additional follow-up is appropriate to determine if identified actions have been initiated or
completed. {Table B) '

Actions were noted on the remaining 99 grants in Report 11-05 including closing, pending
closing, cancellations, de-obligations and payments.

Actions involving actual or potential recoveries (cancellations and de-obligations) were noted in
35 instances involving ARC finds totaling $6,062,016. Follow-up actions are needed in some

instances to cbtain necessary information to finalize intended actions and close grants.
(Table C)

Additional Grant Approvals with No Disbursements

For the additional 55 grants approved prior to 2011, including 52 grants approved in 2009 and
2010 plus three grants approved prior to 2009 that were not included in Report 11-05, ARC
funds totaled $21,356,374.

In 34 of the 55 cases, ARC.Net did not contzin any additional comments as of September 30,
2012. Thisincluded 21 of 24 grants administered by RDS.



Time Frames Betwean Grant Approval and No Dishursements as of August 31, 2012

As noted, the value of the 76 grants approved prior to 1/1/11 for which no disbursements were
made as of 9/30/12 totaled $29,831,574 in ARC funds.

In 21 cases, the period since grant approval ranged from 48 to 115 months, including 14 cases
where the period was 60 to 115 months. The value of these grants was $8,085,200, including
one instance of a one million dollar grant approved in 2003.

For 12 cases with ARC values totaling $5,231,283 the period since approval was 35 to 47
months.

The value of the remaihing 43 grants with péribd.s bemfweén.z-?: énd 34 mo.nths was $16,515,091
and the majority of these grants had periods of 23-25 months since approval.

Grants with some disbhursements noted

Based on a review of grants in prior reports that identified some disbursements but large
balances with lengthy periods since prior disbursements and the additional grants approved in
2009 and 2010 we concluded that there were few open grants, other than grants with no

disbursements since approval, with large inactive balances. In most cases recent disbursements
were noted reflecting ARC follow-up in such cases.

Grant Management

We recognize that initiation of construction related projects often takes considerable time due
to various factors such as environmental studies, land rights and availability of matching funds.
We were informed that in some cases Child Agencies disburse their own funds prior to
dishursement of ARC provided funds. Nonetheless, with respect to older grants with no
disbursements over a lengthy period since approval, such as 18 months, we recommend that
emphasis be placed on timely follow-up to determine grant status and initiate actions, including

cancellation and de-obligations so that funds can be made available for use on other needad
project.

We also recognize that ARC relies heavily on feedback and reports from Child Agencies to
determine the status of grants administered by these agencies. Follow-up had been initiated
on most of the grants included in our prior report and for many of the grants included in this
report information was received that the applicable project was still intended to be pursued,
including instances where bids were in process or construction was getting underway. In many
cases, the follow-up and reported grantee on-going or intendad actions needs additional
follow-up to determine current grant status.



These are positive steps but do not offset the need for emphasis on timely monitoring and
follow-up to better assure a reduction in the elapsed time between grant approval and project
start, including increased emphasis on use of the 18 month ARC provision. The adverse impact
of cancellations is reduced on individual states since ARC policy results in funds made available
from cancellations and de-obligations being returned to the applicable state for other needed
projects. Grant requests for cancelled projects can be resubmitted and are made when
circumstances allow for overcoming the constraints that restricted project starts, but in the
interim period a substantial amount of funds could be made availahle for other projects. As
previously noted, approximately 13 million dollars has been approved in 35 cases for three or
more years without any indication of project disbursements. This included 11 grants involving
$4.7 million for which approval was five or maore years prior to 9/30/12.

- ARC policies include a provision that the Commission may revoke or revise its approval
of any preject if work intended to be assisted is not underway within 18 months of the date of
approval of such projects. We concluded in this and prior reviews that this provision, which is
initiated by the applicable state, has been seldom utilized with respect to inactive older grants.
We recommend that this control be utilized more often in line with determining the status of
old inactive grants including justifications, if applicable, for continuing grants in an open status.

- MOUs with Child Agencies include provisions for these agencies to notify ARC of
unusual problems or delays encountered and actions taken or necessary to resolve such
problems. However, we have noted few instances where Child Agencies provide this
information to ARC and current reporting forms are basically financial oriented and do not
identify reasons for lengthy periods between grant approvals and for example, project start up.
This condition was previously noted and ARC has drafted a reporting form titled “Monitoring
Report for Construction Projects”. This form has not yet been finalized for use hy Child
Agencies and finalization and implementation is recommended.

- The Government Accountability Office (GAO) recently issued a report emphasizing the
need for timely action on older grants with undisbursed funds and zero balances, including use
of end dates and periodically availahle information on undisbursed funds as controls to
facilitate grant management, including follow-up actions. Child Agencies do not provide end
dates on grants administered by these agencies and since a large portion of ARC funds are
administered by these agencies internal ARC emphasis on tracking and follow-up on these
grants is considered appropriate.

Thus, standard reports that will provide project coordinators a periodic listing of projects for
which there has been no disbursement activity for a lengthy period such as six months is
recommended in order to assist the coordinators in identifying grants needing follow-up.



- ARC.Net noted 95 open Child Agency grants with zero balances as of 9/30/12, including
63 approved prior to 2010 and 40 for which no payments were made in FY 2012. Although
impacts on overall grant management is limited, we recommend continued follow-up action to
obtain information necessary to permit closing of grants with zero balances in a timely manner.

Hubert Sparks
Inspector General



Table A

Open Grants Approved Prior to January 1, 2011 for which no
Disbursements Made as of September 30, 2012
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RDS
Approx.
maonths since
Grant No. Approved ARC Funds approved Last payment record comment
AL-16453 9/30/2009 $300,000.00 35 None
AL-16559 8/20/2010 $138,139.00 24 Bid opening 2/12
GA-15649 | 8/3C/2007 §  $300,000.00} 61 1 To bid early 2012 12/12/11
GA-15748 9/25/2007 $300,000.00 60 1 Pushing for action 12/11
GA-15915% 9/22/2008 $300,000.00 43 1 Design return 11/22/11
GA-15963 §/24/2008 $143,725.00 48 1 Qut to bid 11/22/11
GA-16606 8/25/2010 $150,000.00 25 None
GA-16694 9/20/2010 5300,000.00 24 None
GA-16792 9/21/2010 $306,000.00 24 None
KY-16285 8/31/2009 $400,000.00 37 None
KY-16365 9/9/200% $467,808.00 36 Qut to bid 6/22/11
Ky¥-16415 §/28/2009 $350,000.00 36 6/22/11 To be approved soon
KY-16423 9/14/2009 $200,000.00 35 6/22/11 possible scope
KY-16440 8/2/2009 $2785,000.00 35 6/22/11 Contract obstacles
KY-16540 2/25/2010 $300,000.00 31 None
KY-16715 8/12/2010 $384,000.00 25 Ncne
KY-16766 8/25/2010 $600,000.00 25 None
KY-16775 8/26/2010 $240,000.00 25 None
WMD-14350 5/21/2004 $250,000.00 86 1 |11/22/11 Expect complete 12/12
MD-1653S 2/24/2010 $40,000.00 30 None
MS-16374 9/16/2009 $300,000.00 35 De-chligation intended 2/2/12
NC-15890 8/12/2008 $300,000.00 48 1 Under canstruction 11/30/11
NC-16311 9/21/2010 $300,000.00 24 None
NC-16315 8/20/2010 $300,000.00 24 Nane
NC-16681 9/28/2010 $300,000.00 24 Ncne
NC-16682 9/29/2010 $300,000.00 24 None
NY-15828 8/27/2008 $150,000.00 49 1 Begun construction 12/12/11
NY-16101 9/15/2008 $150,000.00 48 To bid early 2012 12/12/11
NY-16343 9/19/2009 $150,000.00 35 None
OH-16428 8/24/2010 $250,000.00 24 None
PA-16733 8/12/2010 $200,000.00 25 None
SC-16729 9/13/2010 $250,000.00 24 None
TN-15242 G/23/2005 $500,000.00 24 1 Bid recently 12/11
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TN-15243 9/20/2005 $500,000.00 24 Bid recently 12/6/11
TN-16038 9/8/2008 $500,000.00 48 Need funding 2/2/12
TN-16124 8/26/2008 $500,000.00 43 Design work underway 2/12
TN-16125 12/9/2008 $500,000.00 45 Budget Amendment 10/28/11
TN-16654 9/28/2010 $500,000.00 24 None
TN-16700 8/26/2010 $500,000.00 25 None

TN-16701 9/28/2010 $500,000.00 24 None
TN-16702 9/16/2010 $106,830.00 23 None

TN-16704 9/8/2010 $500,000.00 23 None

VA-15703 9/21/2007 5400,000.00 60 Re-Design 11/21/11
VA-16300 2/24/2010 $431,735.00 30 None
VA-16595 5/20/2010 $500,000.00 248 None
TVAS1BBO0 | 9/21/20107 | T S500,000000 0 24 || 7 "None T
VA-16645 9/21/2010 $500,000.00 24 None
WV-14461 4/29/2003 $1,000,000.00 115 To bid 11/15/11
WV-15391 8/29/2006 $1,000,000.00 76 To be cancelled 11/15/11

Estimate Completion 12/12
WV-16437 9/9/2009 $1,000,000.00 36 11/15/11
WV-16453 9/9/2005 §1,500,000.00 36 Bid Jan/Feb 2012 11/15/11
WV-16746 8/12/2010 Sl,SO0,000.GD 25 None
WV-16751 8/18/2010 $1,250,000.00 25 None
WV-16795 9/24/2010 $1,000,000.00 24 None
54

$23,884,341.00



TVA

Approx.
months
since
Grant No. | Approved ARC Funds | approved Last payment record comment
GA-16030 7/28/2006 $300,000.00 77 Start Construction 12/11
GA-16761 9/27/2010 $300,000.00 24 Switched to TVA 6/21/12
GA-16791 9/8/2010 $300,000.00 24 None
GA-16793 9/8/2010 $245,000.00 24 None
MS-16244 5/20/2009 $237,475.00 37 Revised design 11/16/11
MS-16325 9/30/2009 $100,000.00 35 Architect 11/16/11
TN-15214 . | .8/26/2005 . §240,475.00 84 . ..|Bid opening 11/22/11
Awaiting TVA response
TN-15801 9/28/2007 $500,000.00 60 11/22/11
TN-16331 9/23/2009 $250,000.00 36 Partially compieted 5/16/12
TN-16657 9/30/2010 S500,000.00 25 Nc signed contract 11/22/11
TN-16658 9/20/2010 $206,952,00 23 Begin 2013 11/22/11
TN-16660 8/2/2010 5270,000.00 25 Mo signed agreement 9/20/11
TN-15205 9/19/2005| - $400,000.00 84 No activity 11/22/11
13 53,849.902.00 '
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Approx.
months
since Last payment record
Grant No. Approved ARC Funds approved comment
De-obligated notice
NC-15185 9/8/2005 $200,000.00 34 4/10/12
OH-16580 5/10/2010 $250,000.00 28 [None
PA-15612 9/21/2007 $145,000.00 60 Startin 2013 11/22/11
Estimate Completion
PA-16508 1/25/2010 - $27,500.00 32 7/31/12
SC-16727 8/18/2010 5424,831.00 25 None
5T ¢ T T 7 81,047,331.00f R
EDA
Approx.
months
since Last payment record
Grant No. Approved ARC Funds approved comment
AL-16180 3/31/2009 5200,000.00 42 Completed 11/15/11
GA-16607 8/17/2010 $300,000.00 25 Transferred to EDA
NC-16310 2/25/2010 5300,000.00 32 None
gH-16782 9/28/2010 $250,000.00 23 None
4 $1,050,000.00

1. Grants noted in Report 11-5, dated 7/15/2011, as having no dishursements

2. Contact noted but no recent cantact to determine if actions were completed and current grant status,

SUMMARY

MNo. of Grants

ARC Funds

RDS 54
HUD &
TVA 13

EDA 4

76

$23,884,341.00
$1,047,331.00
$3,849,902.00
$1,050,000.00
$29,831,574.00



Table B

Updated Actions on Grants with No Disbursements
In Report 11-05 Dated 7/15/11
That Remain without Disbursements as of 9/30/12

s

Last Payment
record
RDS Grant No Approved |ARC Funds comment 1 |Type of Comment
GA-15649 8/30/2007 |$300,000.C0 12/12/2011 {Bid early in 2012
_GA-15748 9/25/2007_ |$300,000.00 _12/1/2011 |State pressing for action
GA-15919 9/22/2008 [$300,000.00 11/22/2011 |Design correction
GA-15963 9/24/2008 [5149,725.00 11/22/2011 |Out for bid
MD-14350 §/21/2004 }5250,000.C0 11/28/2011 |Partially complete
Under construction ARC funds to
NC-15890 9/12/2008 {35300,000.00 11/30/2011 |used by 2/2012
Censtruction begun, Estimate
NY-15928 8/27/2008 |$150,000.00 12/12/2011 ‘icompletion 7/2012
TN-15242 9/23/2005 15500,000.00 12/6/2011 Recently bid
TN-15243 §/20/2005 |$500,000.00 12/6/2011 Recently bid
TN-16038 9/8/2008 |$500,000.00 2/2/2012 Need sales agreement
TN-15124 9/26/2008 |$500,000.00 2/2/2012 Design underway
TN-16125 12/9/2008 |5500,000.00 10/28/2011 |(Budget amendment
VA-15703 | 9/21/2007 |$400,000.00 11/21/2011 |Redesigned
WV-14461 4/29/2003 |$1,000,000.00 11/15/2011 |Ta be bid
WV-15351 8/29/2006 |$1,000,000.00 11/15/2011 |T¢ be cancelled
HUD NC-15185 9/8/2005 $20C,000.00 4410/2012 Notice to de-obligate 2
PA-15612 9/21/2007 15145,000.00 11/12/2011 |[Startin 2013
TVA GA-16030 7/28/2006 |5300,000.00 11/15/2011 |Start construction 12/11
TN-15205 8/19/2005 |%400,000.00 1/22/2011  |State trying to gat off ground
TN-15214 §/26/2005 |5240,475.00 11/22/2011 |Start construction 12/11
TN-15801 9/28/2007 [5500,000.00 11/22/2011 |Awaiting TVA response
21 58,435.200.00
Notes:

1 - Follow-up actions needed to determine current grant status

2 - Involes a grant for which funds were previously disbursed but project cancelled and $200,000 to be recovered in installments




Status of Grants Noted in Report 11-05, issued 7/15/11
Where ARC.Net Noted Actions or Intended Recovery Actions as of 9/30/12

Table C

Basic
Grant No | Recovery Action | Agency |Statusasof 9/24/12 per ARC.Net 1
NC-15693 $22,063.00 RDS  |Closed - De-obligated 10/14/11
NY-16083 $150,000.00 RDS Closed - De-obligated 4/18/12
KY-15657 $500,000.00 RDS Closed - De-obligated 2/28/12
KY-16105 $500,000.00] RDS  |Closed - De-obligated 2/28/12
TN-15209 $255,000.00 RDS Closed De-obligated 1/10/12
VA-15431 $310,000.00 RDS  |Closed De-obligated 11/15/11
WV-15391 $1,000,000.00 RDS Open to be cancelled 11/15/11
AL-14985 5200,000.00 HUD  |Closed de-obligated 6/5/12
AL-15549 $51,227.00 HUD  |Closed de-obligated 7/3/12
AL-16057 $52,360.00] HUD |Clcsed de-obligated 10/7/11
AL-15113 R1 $29,867.00 HUD  |Closed de-obligated10/7/11
GA-15600 $70,783.00| HUD |Open waiting de-obligation 2/28/12
KY-16105 $500,000.00 HUD  |Closed de-ohligated 2/28/12
MS-14389 $9,954.00] HUD |Nochange - to be recovered 3/26/09
MS-15037 $94.00| HUD |Nochange - to be recoverad 3/26/09
MS-15323 $14,744.00] HUD |Nochange-tc be recovered 3/25/09
MS-15223 §72,007.00 HUD  |Nochange - to ba recovered 3/13/09
MS-15093 $53,990.00 HUD  |Nochange - to be recavered 4/10/09
MS-14844 $515.00f HUD |Nochange - to be recovered 3/25/09
MS-15514 $§14,511.00| HUD |Open Pending HUD action 3/28/12
MS-15912 $300,000.00| HUD |Closed de-obligated 4/11/12
MS-15915 $3,350.00] HUD  {Nochange - to he recovered 3/28/12
Notice to da-chligate 4/10/12; county
NC-15185 $200,000.00 HUD  |repald
OH-14783 $148.00| HUD  |Open waiting de-obligation 11/9/11
0OH-15163 $9,220.00] HUD |Holding for HUD de-obligation 11/22/11
OH-15454 $66,000.00 HUD Holding for HUD de-obligation 2/24/12
OH-15047 $36,461.00 HUD  |Holding for HUD de-obligation 2/23/12
OH-14879 628,981.00 HUD  |Holding for HUD de-obligation11/22/11
OH-15181 $34,823.00| HUD  |Holding for HUD de-obligation 2/23/12
SC-15762 $500,000.00 HUD  [Closed de-obligated 12/5/11
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SC-15683 $500,000.00 HUD  |Closed de-obligated 12/5/11
TN-15231 $33,832.00 HUD  |Open awaiting close out 8/16/11
GA-15617 $100,000.00 TVA Closed de-obligated 5/31/12
MS-15943 §225,000.00 TVA Closed de-obligated 6/25/12
TN-15757 $217,080.00 TVA Closed de-ohligated 6/25/12
6,062,016.00
Notes;

1 - Dollar value of actions or intendad actions egual to recovery action column

2 -Date is last action contained in file
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