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Attached for your review is our interim report on Contract Administration for City-funded
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conclusions; background; our audit findings and recommendations; and the responses
from the Detroit Building Authority, the City of Detroit's Building, Safety Engineering and
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We would like to thank the employees of the above named organizations for their
continued cooperation and assistance extended to us during this phase of the audit.
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EXECUTIVE OVERVIEW

The Office of the Auditor General (OAG) was requested by City Council (October 2015)
to conduct an audit into Demolition Activities. Qur audit encompasses demolition and
demolition related activities from the period of January 1, 2014 to December 31, 2018.

We discovered early on that the audit of demolition activity in the City would require a
considerable amount of time and resources, since the activities are performed by
several different entities. The processes are convoluted, complex, and change often.
We limited the scope of the audit to focus on activities and transactions deemed as high
risk in terms of internal controls, public safety, safeguarding assets, and those areas
where there is a high probability of misappropriation and/or fraud.

The diagram below shows the Interim Audit Reports, Special Reports, and
Memorandum(s) that we have issued to date in the execution of this audit;

Audit of Demolition Activities
Qverview of Published Reports and Memos
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This Interim Audit Report focuses on the administration and performance of City-funded
demolitions contracted primarily through the City's Housing and Revitalization

Department, with oversight and program management provided by the Detroit Building
Authority.

Our audit began by reviewing City policies and procedures, Requests for Proposals
(RFP’s) for demolition contracts, Memorandums of Understanding (MOU’s), Demolition
Management Agreements (DMA's), and other relevant federal, state, and local, laws,
regulations, as deemed necessary to compile criteria for the audit. This review resulted



in a “checklist” of information and documents that should be included in each demolition
contract file. The final checklist required over 600 hours of research and investigation
and resulted in one hundred and five (105) different criterion which we used to audit (or
test) a representative sample of City-funded demolitions. We grouped the criterion into
six relevant “Areas of Impact” according to the impact and/or benefit to the public. The
following table is a graphic presentation of the results of this portion of the
Administration testing:

Overview of Contract Administration for City Funded
Demolitions by Area of Impact

Overview of Contract Administration for City-funded Demalitions
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Notes: (A) See “Appendix A: Performance Summary of Contract Administration for
City-funded Demolitions” on page 48 of this report, for more detailed results.
The "Audit Checklist” contains one-hundred and five (105) different criterion.
Each property in the sample was tested for contract administration against
each criterion. The Percentage of Noncompliance” represents the
numbet/percentage of demolitions that did not comply with the specific
requirement. Properties can “fail” the requirement if the required
documentation or information was not found within the City’s files.

(B) The graph above presents an overview of the six “Areas of Impact” and their
respective “Percentages of Noncompliance” where at least 35 of the 47 (or
>75%) properties audited did not comply with the specific requirement.
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Audit Impediment Relating to Timely Receipt of Audit Documentation

During the course of this audit, there were significant delays in receiving documentation.
We began focusing on contract administration for City-funded demolitions in February
2017. We requested contract information on thirty-four properties that had been
selected during previous audit work on the City’s bid processes relating to demolitions.

The City Charter, Section 7.5-105, states that the “Powers and Duties” of the Auditor
General:

o Shall have access to all financial records, human resource records, and other
records of city agencies necessary to perform his/her functions;

e Shall investigate the administration and operation of any city agency and report
findings and recommendations to the City Council and the Mayor;

e May request and shall be given necessary assistance and information by each
agency;

¢ May subpoena witnesses, administer oaths, take testimony, require the
production of evidence relevant to a matter under investigation, enter and inspect
premises within the control of any agency during regular business hours. To
enforce a subpoena or order for production of evidence or to impose any penalty
prescribed for failure to obey a subpoena or order, the Auditor General shall
apply to the appropriate court.

Four months later, we issued a subpoena to DBA for the information. Then in August
2017, due to the lack of responsiveness to the first subpoena, we issued a second
subpoena to DBA. One item on the request related to the amount of dollars the City
has spent supplementing demolitions funded by Hardest Hit Funds (HHF) and
performed by the Land Bank. To date, we have not received a response from the
Program Manager (DBA) who was directly responsible for coordinating these payments.

It should be noted that we presented our initial findings to all impacted departments in
June 2018, and released a preliminary interim draft report to the Auditees in February
2019. The coordinated response pointed out that our sample of selected properties was
old and stale, and did not include new processes that had been put in place to correct
documented and reported issues. We then agreed to “roll-forward” our audit work
through to December 31, 2018. Still, there were delays in receiving information relative
to our new sample of sixty-two properties as detailed in the table on the following page:



Timeline of “Roll-Forward” Audit Work for City-funded Demolitions

OAG's “Notice to Publish” an interim audit

report on the contract compliance for City- -

funded demolitions 2/08

DBA submitted a consolidated response to

the draft report 2/20 2 weeks

OAG agreed to a new audit sample and

requested data for all demolitions through

December 2018 2/25 2 V2 weeks

OAG’s initial request for documentation for

the new “roll forward” audit sample of 62

properties 3/29 2 months

Receipt of information for 15 (out of the

62) properties in the “roll-forward” sample 4/30 3 months )
Meeting with Auditees’ to review issues

with the data received and the status of

the documentation for the remaining 47

properties in the audit sample 5/09 3 months 1 week
OAG's request for information on the

remaining 47 properties in the audit

sample 5/09 3 months 1 week
OAG's final request for information on the

remaining 47 properties in the audit

sample 6/13 4 months 1 month
OAG's notice to proceed audit testing on

information 6/28 5 months 2 months
Receipt of additional data for some

properties from OCP 7124 6 months 3 months
Receipt of additional data for some

properties from other sources 10/25 9 months 6 months

Closing

Also included in this Report, are the results of other audit testing related to the:
» Timeliness of meeting demolition deadlines;
+ Transparency of reported demolition costs;

+ Completeness of contract files and payment request packages; and the
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» Overall adequacy of program management activities.

In closing, the responsibility for the installation and maintenance of a system of internal
control that minimizes errors and provides reasonable safeguards rests entirely with the
management of those agencies/departments directly responsible for the activity.

Responsibility for monitoring the implementation of recommendations is set forth in
Section 7.5-105(4) of the City Charter which states in part that:

Recommendations that are not put into effect by the department shall be
reviewed by the Finance Director (or his Designee) who shall advise the Auditor
General and the City Council of the action being taken with respect to the
recommendations.



AUDIT PURPOSE, SCOPE, OBJECTIVES,
APPROACH AND METHODOLOGY, AND CONCLUSIONS

Audit Purpose

The Audit of Demolition Activity is being performed in accordance with the Office of the
Auditor General's charter mandate to make audits of the financial transactions,
performance and operations of City agencies based on an annual risk-based audit plan
prepared by the Auditor General, or as otherwise directed by the City Council, and
report findings and recommendations to the City Council and the Mayor.

Audit Scope

This is a limited scope performance audit conducted in accordance with Generally
Accepted Government Auditing Standards (GAGAS) as compiled by the United States
Government Accountability Office except for a Peer Review (See “Appendix B:

Generally Accepted Government Auditing Standards” for more information on
GAGAS?”)

This performance audit focuses on the citywide demolition activity and demolition
related activities for the period January 1, 2014 through December 31, 2018, performed
by the following entities:

1. Detroit Land Bank Authority (Land Bank);
Detroit Buildings Authority (DBA);
Building Safety, Engineering and Environmental Department (BSEED);
Housing Revitalization Department (HRD);
Planning and Development Department (PDD);
General Services Division (GSD);
Offices in the Office of Chief Financial Officer:;
a. Office of Contracting and Procurement (OCP);
b. Office of Financial Planning and Analysis (FP&A);
c. Office of the Assessor.

N o gk oebd

Audit Objectives
The objectives of the audit of Demolition Activities related to City-funded demolitions
are:

o To determine if the DBA is in compliance with the Memorandum of
Understanding between the DBA and the City;

¢ To determine if there is proper oversight of demolition contracts;
o To analyze and report on the cost of City-funded demolition activities;

» To determine if the City is complying with its dangerous buildings and demolition
processes, and other relevant laws and regulations.
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The OAG will issue reports that include findings and recommendations resulting from
our audits, and responses from the relevant agencies and departments related to our
findings.

Audit Approach and Methodology
To accomplish our objectives, our audit approach and methodology included:

Reading relative prior audit reports;

Reviewing prior audit workpapers, the City Charter, Executive Orders, financial
reports, budget reports, the City’'s Comprehensive Annual Financial Report,
organization charts, Finance Directives, Chief Financial Officer Directives, , and
any other reports or directives pertinent to Citywide demolition;

Gathering policies and procedures of core operations and other similar data;

Conducting audit-planning meetings to determine the scope and audit
objectives, and to determine the financial transactions and/or areas to audit;

Developing questions regarding transactions, processes and procedures,
controls, functions, records, and personnel;

Interviewing relevant personal of entities directly involved in demolition and other
relevant City personnel;

Observing, documenting and testing of relevant processes, procedures, contracts
and agreements;

Examining a sample of demolished properties during the audit period to conclude
on the appropriateness of demolition cost and proper contract administration;

Conducting any necessary additional testing, and completing any other audit
steps necessary to draw conclusions to the relevant objectives;

Developing recommendations for all findings.

Note: See "Appendix B: Generally Accepted Government Auditing Standards”
for more information on Fieldwork, Developing Findings, Reporting
Conclusions and Recommendations in a Performance Audit.

Conclusions
Based upon the results of our audit, we have concluded that:

DBA did not comply with the Demolition Management Agreement (DMA)
between DBA and the City, and they did not perform their duties as the Program
Manager relating to the proper management and oversight of the City's
demolition program;

DBA along with one or more City agencies, did not provide proper administration
of demolition contracts and did not monitor or ensure that demolition contractors
met all contract requirements. This resulted in contractors who:
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4.

. Did not adhere to the performance timeline criteria as set forth in the

demolition contracts, including starting work prior to receiving proper
notices,

Did not comply with some City policies and procedures, some state, local,
and other requirements related to City-funded demolitions and contracts;

Did not provide proper documentation for landfill and backfill receipts, and
statuses of work in progress;

Did not provide all required documentation for payment.

» DBA along with one or more City agencies, did not fully comply with the City's
dangerous buildings and demolition processes and they did not fully comply
other relevant laws and regulations;

» The reporting for City-funded demolitions (including costs), lacks transparency,
accuracy, and completeness.

We also found that there are unresolved prior audit findings relating to inadequate
records management for the demolition process, the failure to recover the cost of
demolition from property owners, and the lack of centralized contract files.



BACKGROUND

In August 2015, a two-year Demolition Management Agreement (DMA) was executed
between the City (through its Housing and Revitalization Department (HRD) and its
Building Safety, Engineering and Environmental Department (BSEED)) and the Detroit
Building Authority (DBA). The agreement is similar to the Demolition Management
Agreement, executed February 2015, between DBA and the Detroit Land Bank
Authority (herein referred to as the “Land Bank”). Both agreements engaged DBA to act
as the “Program Manager” and “coordinate and implement” the Demolition Program on
behalf of the City. A new demolition agreement with DBA was approved by City Council
on July 16, 2019. The term of the DMA is for three years, through August 18, 2022,

Effective dates of the agreements differ slightly. The DMA between the DBA and the
City is in effect for two years from the date of the original agreement and is
automatically extended without further action for an additional two year term, if neither
party provides a Notice of Termination to the other party. On the other hand, the DMA
between DBA and the Land Bank states that the term shall extend for two years from
the date of approval with options to extend the contract for an additional one year
period.

The DMA between the DBA and the City requires the parties to work together to
develop an Annual Demolition Plan. The Scope of Services in the Agreement includes
very specific, revised protocol for demolition and abatement of commercial structures.
Other specific duties outlined in the DMA are as follows:

City Duties

» Engage all contractors and require contractors to comply with the City of
Detroit Demolition Policies and Procedures. This includes making sure all
appropriate language is in the contracts, and the Contractors have the
required insurances.

o Pay all contractors through BSEED and. HRD.
HRD Duties

s Ensure Community Development Block Grant (CDBG) funds are properly
used and all reporting is done to comply with federal rules and regulations;

» Prepare and perform all environment requirements including scheduling
and performing all necessary environmental testing and abatement;

o Pay DBA an “activity delivery fee" of $250 for each residential structure
and $2,500 for each commercial structure that is demolished under the
Demolition Program;

o Work with the BSEED to use fire escrow funds;
¢ Pay BSEED for the cost of its services.
BSEED Duties



o |dentify properties for demolition, conduct inspections, verify property
conditions and ownership, coordinate dangerous building designations
and demolition orders, and maintain required documentation;

» Issue demolition permits and conduct inspections related to demolitions;
» Verify clearance and conditions after demolition and issue final approvals;
+ Release any available fire escrow funding available for demolition.

DBA Duties

» Manage performance of the contractors engaged by the City under the
Demolition Program;

» Develop a demolition strategy, including the identification of sources of
funds available for demolition;

¢ Coordinate democlitions; conduct progress and final inspections, maintain
documentation and provide reports;

e Maintain records in auditable form and make them available for audit;
« Record all liens refated to the Demolition Program;

e Enter into and perform demolition and real property stabilization contracts
requested in writing and accepted by the City.

Sources of Monies for City-wide Blight Investments and Demolitions
City-funded demolitions are paid for by various types and sources of funds. Listed
below is a brief overview of these funds:

City of Detroit Plan of Adjustment Restructuring Revenues

The City's approved “Eighth Amended Plan of Adjustment” included significant
investments in infrastructure by investing approximately $1.5 billion over ten
years to improve basic and essential City services to citizens. The Plan of
Adjustment allows the City to use surplus General Fund amounts (commonly
referred to as Quality of Life (QOL) dollars) and to allocate over $500 million for
demolitions of blighted structures;

Community Development Block Grants (CDBG)

CDBG grants are a U.S. Department of Housing and Urban Development (HUD)
grant program for blight elimination for non-entitled local units of government.
HUD’s regulations states that grantees must disburse program income, rebates,
refunds, contract settlements, audit recoveries, and interest earned on such
funds before requesting additional cash payments;

Fire Insurance Escrow (FIE) Account

FIE was established by the State of Michigan's Public Act 218 of 1956. The Act

establishes the amount of each fire insurance settlement to be escrowed. For

residential property, the maximum amount that may be escrowed is 25% of the

settlement or a maximum of $7,873. The maximum for commercial and industrial

properties is 25% of the settlement. The City is required to record the amount of
10




fire insurance escrow funds received and deposit the money in a trust or escrow
account. Once the City receives reasonable proof that the building has been
repaired or removed in conformance with local code requirements, or the insured
party has entered into a contract with a contractor to repair, replace, or remove
the structure for the insured party, the funds are to be released to the insured
party. If reasonable proof is not received within 120 days, the City may use the
retained proceeds to secure, repair, or demolish the damaged structure so that
the structure is in compliance with local code requirements and applicable
ordinances;

» Neighborhood Stabilization Program (NSP)
NSP grants are a HUD grant program for blight elimination. The program was
authorized under Section 2301 of Title IIl of the Housing and Economic Recovery
Act of 2008 (as amended.) The Act states that these funds are treated the same
as CDBG funds;

o Private and Other Funding
Smaller numbers of demolitions are funded by private donations and/or private
owners;

o US Treasury Hardest Hit Funds (HHF)
Another funding source for demolitions in the City is Hardest Hit Funds (HHF)
which are awarded by the U.S. Department of Treasury, under the United States
Troubled Asset Relief Program (TARP). In 2013, Michigan was granted
authorization to use HHF funds for blight elimination. These funds are given to
the Michigan State Housing Development Authority (MSHDA) to administer to its
blight partners throughout the State of Michigan. The Detroit Land Bank
Authority is its blight partner for the City, and the funds granted to can only be
used for demolitions in designated HHF areas. The City provides supplemental
funding to the Land Bank to fill “gaps” in the cost of demolitions, particularly when
the cost exceeds the federal/state threshold of $25,000 per structure.

From 2014 to September 2019, over $532 million has been invested in the fight against
blight in the City of Detroit.

The following chart and table provide an overview of blight investments by the major
funding sources:
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Overview of City-Wide Blight Investment by Major Funding Source

City-Wide Blight Investments
Miltions

!—51_9.‘.'. SN
|Flulnmnn Escrow I_

ec faderal Funds |~
4%

L e L g
Oth:

G
City Blight investment
A%

$243.3
Hardest Hit Funds
AG%

Total of $532.2 million Invested in City-Wide Blight

= City Blight Investment & Hardest Hit Funds = Other Federal Funds = Fire Insurance Escrow

) T T PR Y R T T S
| Total City-Wide Blight
I

_ By Funding Source

City Blight Investment $ 248.9 46.8%
Hardest Hit Funds S 243.3 45.7%
Other Federal Funds 20.6 3.9%
Fire Insurance Escrow 19.4 3.6%

Total City-wide Blight Investment | $ 532.2 100.0%

12



The following chart and table details the total City-wide investment in blight remediation
broken down between the cost to abate and demolish structures, versus the cost to
administer the programs:

Overview of City-Wide Blight Investment by Cost Category

Overview of Blight Investment per Cost Category

Other Federal Funds

1
Fire Insurancs Escrow l

$0.0 5100.0 52000 $300.0 $400.0 S500.0
Milhons

BTotal | Costs to Abate and Knock-down Structure B Administrative and Other Costs

By Funding Other Costs

Hardest Hit Funds $ 225603326 |% 17,743,750 | $243,347,076
City Investment B 64,209,422 184,702,243 | 248,911,665
Other Federal Funds 20,548,856 - 20,548,856
Fire Insurance Escrow 19,402, 176 - 19,402,176
Total City-wide Blight Investment $ 329,763,780 | $ 202,445,993 | $532,209,773

As shown, approximately $330 million of this amount, can be attributed to the “hard”
costs of demolition which includes the cost to (1) remove hazardous materials, (2)
demolish the structure, and (3) complete the restoration of the property. These
amounts (only) are included and reported in Salesforce by individual properties. During
the audit period, and according to Salesforce, there were 19,175 residential and
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commercial structures “knocked down” during this period:
Number of Structures Demolished by Type

"lf i 1 ~ant
Number of ner structure of |
‘]qu “.[.;._ L fo :  aIme! ;r:lﬂlf

_ Funding Source | Demolished | Knock-down | k
Residential HHF 14,195 | $225603,326]  $15,893
Residential Non-HHF 4,291 $64,152,235 $14,950
Commercial 689 | $40,008,218 $58,067
Totals 19,175 | $329,763,780 $17,198

Another $202 million of funds have been invested in administrative and other “soft”
costs which include:

» Pre-demolition activities such as surveys of the property to identify hazardous
materials;

» Personnel and other administrative cost to operate the demolition program.
Included in these amounts are the;

o City’s subsidies to the Land Bank and DBA for staff and personnel.
However, these amounts do not include administrative cost of staff in City
agencies/departments (i.e. HRD, BSEED, GSD, and OCFO/OCP)
dedicated to blight remediation from fiscal years 2015-2019. Beginning
with fiscal year 2020, the City now identifies and budgets blight
investments by agency/department;

o Additional payments from HHF funds to the Land Bank for lot
maintenance and administrative costs calculated at $1,250 per structure
demolished.

The overall average cost of demolitions and other blight related costs is estimated at
$27,756 dollars per structure. This includes all funding sources and both residential and
commercial demolitions during the audit period:

Average Cost of Demolitions Full Investment Cost

— —— . —

| Average Cost i Average Cost

™ ‘_._-f-”-_ { r".(;.”l_
Total City-wide Blight Investment
Average per structue costs, based on 19,175
structures demolished

{per Salesforce) 5 17,198 | $ 10,558 | § 27,756

i _{and Other Costs| per

$ 320,763,780 | $ 202,445,093 | $532,208,773 |
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STATUS OF PRIOR AUDIT FINDINGS

Listed below are relative prior audit findings and the status of each finding that are
related to demolition and demolition activities. The date listed is reflective of the last
audit report in which the finding was published.

PRIOR AUDIT FINDINGS ON BUILDINGS, SAFETY ENGINEERING AND
ENVIRONMENTAL DEPARTMENT

Note: Under the Demolition Management Agreement, ownership of this activity was
transferred from Buildings, Safety Engineering and Environmental Department
(BSEED), to the Detroit Building Authority and the Housing Revitalization
Department's.

1. Inadequate Records Management for the Demolition Process (2010)
Some parts of this finding have not been resolved and they are discussed in the
findings and page numbers as follows:

'RELEVANT CONDITIONS OTHER | PAGES
FINDING |

The demolition process generates a substantial amount of data and record
keeping. BSEED* does not have an appropriate record maintenance and
retrieval system. The following conditions were discovered:

e Staff was unable to locate some of the records 3 29
requested by the auditors. 6 44
» Some files for building demolitions had incomplete 2 23
permit information or missing inspection reports. 3 29

2. Failure to Recover the Cost from Property Owners for Demolishing or

Securing Structures (2010)
A part of this finding has not been resolved and it is discussed in the findings and

page numbers as follows:

_ OTHER
RELEVANT CONDITION FINDING' | PAGE
BSEED* does not currently have a system in place to bill 5 38

property owners for demolishing or securing properlies.

The property owners are not billed, nor are the accounts
turned over to the City Treasurer or the Law Department for
collection as required.
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PRIOR AUDIT FINDINGS ON THE OFFICE OF THE CHIEF FINANCIAL OFFICER, OFFICE
OF CONTRACTING AND PROCUREMENT {Formerly known as the “Purchasing Division”)

3. The Purchasing Division Does Not Effectively Monitor Contracts or
Contract File, (2011}
This finding is no longer applicable as the Purchasing Division is not responsible
for monitoring insurance coverage during the life of the contract. They are only

responsible for insuring appropriate coverage during the contract approval
process.

4. Purchasing Division Lacks Good Internal Control (2011)
Some parts of this finding have not been resolved and they are discussed in the
findings and page numbers as follows:

' OTHER
'RELEVANT CONDITIONS FINDING | PAGES
The Purchasing Division does not have effective intemal controls. Policies and
procedures are not upheld. Published purchasing directives, policies, and
procedures are not current and some directives conflict with City Ordinances.

o Contract files and sealed bids are not properly 4 32
safeguarded.
o The Purchasing Division does not maintain complete 4 32

files for the City's procurement activities and
cenlralized record retention is non-existent.

16




AUDIT FINDINGS AND RECOMMENDATIONS

1. Did Not Meet Contract Performance and Timeline Requirements

The City (HRD) and DBA did not meet requirements related to contract performance
and the timelines required to perform certain actions, for City-funded residential
demolitions.

There are two different types of demolitions — Standard {or Non-Emergency) and
Emergency:

» Standard (or Non-Emergency) demolitions are not the worst blighted structures
and do not pose a threat to resident safety;

 Emergency demolitions may be carried out on an emergency basis and consist
of demolishing structures that have the potential for creating harmful conditions
for residents and neighboring structures.

Each type of demolition has specific criteria relating to performance and timeline
requirements as detailed in this finding. Criteria is based on requirements set forth in
the DMA, departmental policies and procedures, the City's Charter and Building Code,
state requirements set forth by the Michigan Department of Environmental Quality
(MDEQ), and requirements set forth by the grantor of federal funds.

We audited forty-seven (47) residential demolitions broken down as follows:

____ City-Funded Demolitions — Types of Properties Audited
= s N e e
Properties | Percentage |
Emergency Demolitions 18 38%
Non-Emergency Demolitions 29 62%
Total Properties Audited 47 100%

Conditions

We found the following conditions of non-compliance with respect to the
performance/timeline requirements required to complete certain actions related to
demolition:

__CONDITIONS RELATING TO PERFORMANCE AND TIMELINE ADMINISTRATION®
. S Se e e = ¥ TRy o
CRITERIA/CONDITION YES | NO N/A | Compliant | Comments
A Did work start after receiving the Notice to
Proceed (NTP)A)? Sl I B e
B. Did work start within the required timeframe
after receiving the Notice to Proceed?
a. For Standard demolitions, did work 9 19 1 68% N/A = (1)
start within 10 days from the Notice to NTP not
Proceed?(41? included in
file
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_CONDITIONS RELATING TO-PERFORMANQE'A_ND__‘I‘!_MEI__INE ADMINISTRATION*

CRITERIA/CONDITION

#
YES

¥

 NO

N/A

% Non-

Compliant

Comments

b. For Emergency demolitions, did work
start within 24 hours of receiving the
Notice to Proceed?

3

15

0

83%

Was there evidence to show that the
contractor started work ten (10) days after
filing the Notice of Intent® for demolitions, or
after 24 hours for Emergency demolitions?

a. For Standard demolitions, did work
start after 10 days from the filing of the
Notice of Intent?

13

0%

N/A = (1) NTP
not included
in file

b. For Emergency demalitions, did work
start after 24 hours from the filing of
the Notice of Intent?

15

83%

Was the request for the Open Hole
Inspection completed within 24-48 hours
after knockdown of the structure and debris
removed?

14

15

18

52%

N/A = (18)
Emergency
Ordered
Demolitions,
stated criteria
does not

apply

Were demalition activities (including clean-
up) completed by the required date (i.e. - by
the project completion date on the Notice to
Proceed document?)

a. Were Standard demolitions completed
by the date indicated on the Notice to
Proceed?

24

83%

b. Was emergency demolitions
completed within 7 calendar days?

18

100%

Notes: (A) The “Notice to Proceed” (NTP) is a document created and approved by an

HRD representative, which is then given to the demolition contractor which
signals and allows the contractor to begin execution of the demolition. For

(B)

City-funded demolitions, the NTP usually coincides with release of the
purchase order. The period of when work should start varies over the scope(s)
of service for the 47 properties in our audit sample. The language is not clear
with respect to the “start of work,” Therefore, we based compliance on the start
of the initial process which is applying for the wrecking permit or filing a “Notice
of Intent to Renovate/Demolish.”

The “Notice of Intent to Renovate/Demolish” (NIT) is a document required by
the State of Michigan Department of Environmental Quality (MDEQ), and must
be filed by the contractor at least ten (10} days prior to beginning any work.
Separate NIT's are required o be filed for abatement and demolition. More
information is available at the Michigan Department of Environment, Great
Lakes, and Energy website. The following is a link to the article —
“Understanding the Asbestos NESHAP” (National Emission Standards for
Hazardous Air Pollutants” at hitps://www.michigan.gov/documents/deqg/deq-

aqd-field-tou-asbestos NESHAP fact sheet 449332 7. pdf.
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Average Times to Start and Complete Certain Demolition Activities

Based on our sample of forty-seven (47} properties, we found that the average time to
start demolition work based on the “Notice to Proceed” date exceeded the expected
timeframes:

¢ For demolitions from January 2014 to September 2015 (34 properties) there
was an average of seventy-five (75) days from the date of the Notice to
Proceed, to the date that the structure was demolished. Based on the criteria,
work for Standard demolitions should have started within 10 days after receiving
the notice, and within 24 hours for Emergency demolitions;

o For demalitions from September 2015 through December 2018 (13 properties),
there was an average of eight (8) days between the Notice to Proceed and the
knockdown date. All, except one, of the demolitions included in this average
were emergency demolitions. Per the criteria, these demolitions should begin
within 24 hours of receipt of the Notice to Proceed:

o Two of the twelve (or 16%) have knockdown dates within 24 hours;
o Two of the twelve (or 16%) have knockdown dates within 24-48 hours;

o The remaining eight emergency demolitions during this period (or 66%),
have knockdown dates greater than 48 hours.

We were unable to determine if the “backfill” of the open hole was completed within
forty-eight (48) hours after the Open Hole Inspection by the City.

However, based on the City's timeline for required inspections of demolition sites, as
evidenced by the period from the “Open Hole Inspection Approval” to “Final Grade
Approval’, we determined that:

o Demolitions from January 2014 to September 2015 (34 properties in our
sample) averaged 101 days to complete;

» Demolitions from September 2015 through December 2018 (13 properties in
our sample) averaged 96 days to complete.

Criteria

The Demolition Management Agreement clearly states that the City is responsible for
engaging all contractors and requiring them to comply with the demolition policies and
procedures, including making sure all appropriate language is in the contracts. As the
Program Manager for Demolitions, DBA is responsible for managing performance of
the contractors engaged by the City under its demolition program.

Contracts for City-funded demolitions state that contractors are responsible for
maintaining all qualified personnel, equipment, materials, and other resources
necessary to perform the activities and adhering to the contract requirements, in a
timely manner, as stated in the table below:

19



TYPE OF DEMOLITION

CONTRACT PERFORMANCE AND
TIMELINE REQUIREMENTS

Non-Emergency or
Standard Demolition

a. Begin work within 70 days after receiving a notice to proceed from
the City’s Demolition Division. It is the contractor's responsibility to
noftify the Demolition Division within 24 hours if the site is not
accessible. At least 10 days prior to the start of any activities, the
Contractor must file a notification of Intent to Renovate/Demolish with
the Michigan Department of Environmental Quality with copies to
Occupational Health Division, Asbestos Program, and the City's
Demolition Division

c. Complete load-out within 48 hours after knockdown (for demolitions
with bid deadlines prior to September 15, 2017)

d. Complete load-out within seven (7) calendar days after knockdown (for
demolitions with bid deadlines on or after September 15, 2017)

e.Backfill open holes within 48 hours after Open Hole Approval (for
demolitions with bid deadlines prior to September 15, 2017)

f. Backfill open holes within fourteen calendar days after Open Hole
Approval (for demolitions with bid deadlines on or after September 15,
2017)

d. Complete all demolition activities including clean-up by the date
indicated on the Notice to Proceed

Emergency

a. Must begin work within 24 hours of receipt of Notice to Proceed

b. Complete load out within 48 hours of knockdown

c. Complete backfill within 48 hours after Open Hole Approval (for
demolitions with bid deadlines pricr to September 15, 2017)

d. Complete backfill within five {5) calendar days after Open Hole
Approval (for demalitions with bid deadlines on or after September 15,
2017)

d. Complete all demolition activities including clean-up within 7 calendar
days
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The following types of notifications are required according to the Michigan Department
of Environmental Quality (MDEQ) Asbestos National Emission Standards for
Hazardous Air Pollutants (NESHAP) Regulations and Requirements:

A. Notifications for planned renovations:

(1) Operation or a number of operations in which regulated asbestos-
containing materials (RACM) will be removed within a given period of
time and can be predicted;

(2) 10 working-day notification required when amount of RACM to be
removed equals or exceeds threshold;

(3) Emergency renovation - must meet two main criteria:
i. Sudden and unexpected event

ii. If not immediately attended to would be health/safety hazard,
damage equipment, and/or be an unreasonable financial burden.

B. Notifications for scheduled demolitions:

(1) Demolition of structurally sound facility a 10 working-day notification
required (even if there is no asbestos);

(2) Ordered demolitions when:

i. Determined by city/county/state building inspector to be structurally
unsound and in danger of imminent collapse;

ii. Notification required, must be postmarked or hand delivered as
soon as possible but no later than the following work day. Order to
demolish must be submitted with notification;

iii. Only situation where demolition can occur with less than 10 day
notice.

Effect
Failing to adhere to state regulations, fiduciary requirements from grantors, terms of
executed agreements and contracts, and City policies and procedures:

* Jeopardizes the safety and well-being of the citizens of Detroit;
¢ Puts the City at risk for potential fines, penalties, lawsuits, and other legal action;

* Allows lack of controls to exist which increases the potential for financial loss,
including but not limited to, fraud, waste, and abuse.

Causes

According to representatives of HRD and DBA, completion dates listed on the NTP
were “just estimated” based upon the total number of properties included in an
demolition award package. It was stated that there were “no specific guidelines” to use
when estimating the final completion date on the NTP. However, according to one
HRD representative, new procedures have been implemented for estimating the
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completion date and these are now stated in the RFP's scopes of services. The
timeframe to complete demolitions are either 60, 90 or 120 days based upon the
number of properties in the package. The representative also stated that monitoring
demolitions to see if they were completed as scheduled was not a part of their current
responsibilities.

Recommendations
We recommend that the City and DBA:

A. Review each of the contract's performance and timeline requirements to
determine if the criteria is feasible, reasonable, attainable, and if it complies with
all state and local regulations;

B. When necessary, document and update policy and procedural changes.
Communicate updated policies and procedures to all parties/stakeholders
involved with the demolition and demolition related activities;

o

Determine current monitoring capabilities and responsible parties;

D. Ensure that responsible employees and other relevant parties are adequately
trained in the policies, procedures, and processes. The training should include
documenting the risks of noncompliance and provide an understanding of the
risks that existing controls mitigate.
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2. Did Not Comply With City Policies and Procedures, State, Local, and Other
Requirements Related to City-funded Residential Demolitions and Their Contracts

The City (HRD) and DBA did not comply with City policies and procedures, state, local,
and other requirements related to City-funded residential demolitions and their
contracts.

Conditions and Criterion

We audited forty-seven (47) residential demolitions against a “checklist” of contract
requirements which were compiled from a detailed and extensive review of City policies
and procedures, and state, local, and other requirements related to City-funded
residential demolitions. Criterion was also taken directly from the RFP’s and the
specific demolition contracts.

Our review resulted in one-hundred and five (105) specific contract Administration
requirements for residential demolitions. For purposes of presentation (in this part of
the report), we grouped the conditions/criterion into six “Areas of Impact” based on the
operations and/or the effect on the public:

Criterion Included in each “Area of Impact”

1. Resident Safety and Protection (5 Criterion) — requires Administration with
posting detours around construction zones, instaltation, maintenance, and
regular inspection of safety barriers, posting of “no trespassing” signs, and
the taking of before and after pictures;

2. Pre-demolition Site Preparation (13 Criterion)- includes requirements for
preparing the site for demolition such as notifications of intent to
renovate/demolish to the MDEQ, surveying and removal of hazardous
materials, shutting off water, gas, and electrical utilities, and documenting
existing damage to the sidewalk;

3. Proper Disposal of Hazardous Material, Debris, etc. (10 Criterion) —
stipulates that contractors comply with “wet-wet” requirements to minimize
airborne toxins, and that asbestos, other hazardous materials, and debris are
disposed of in a specific type of landfill within 48 hours after knockdown;

4. Post-demolition Site Restoration (27 Criterion) — deals with proper
restoration of the site after demolition of the structure and includes
requirements to insure that the:

o Proper type and quantity of backfill material was used to fill the hole;
o Ground was leveled and graded to be smooth with other surfaces;

o Correct type(s) of top-soil was used to finish the surface ground;
@]

Sidewalks and streets were swept clean and washed down after
demolition;

o Contractors were held accountable for replacement or repair of the
sidewalk if damaged;
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o Timely requests to BSEED for required inspections of the demolition
process (i.e. — knockdown, load-out, backfill, and final grade.)

5. Program Management and Monitoring (24 Criterion) — covers the
necessary monitoring by the City, DBA, and the MDEQ during all phases of
demoalition. Monitoring and administration of demolitions include:

o Mobilizing the crew and confirming through on-site visuals that the
correct property is being demolished,;

o Making sure that contractors provide evidence of adhering to agreed
schedules;

o Tracking of backfill material;
o Making sure that contractors obtain appropriate bond coverage;

o Assuring that contractors are not reimbursed for any cost incurred
during a work stoppage;

o Ensuring that contract files are properly maintained.

Clearances and Payments (26 Criterion) — includes reviewing contractors
invoices and requests for payment packages to verify they contain all required
documentation, and evidence (when required) that the contract was approved by
City Council. A recent criterion added to this area limits contractors from
charging more than a ten—-percent (10%) mark-up above the amount invoiced by
any subcontractor.

The table below is an overview of the results of our testing summarized by the “Area of

Impact.”
SUMMARY OF CONTRACT ADMINISTRATION TESTING
i TOTAL rce
'NUMBER
OF | 0% - >25% -
AREA OF IMPACT RITERION 25% 50%
1.| Resident Safety and 5 } ) 5 )
Protection
Pre-demolition Site
2. Preparation e 2 2 4 )
Proper Disposal of
3. Hazqrdous Material, 10 5 2 8 _
Debris, etc.;
Post-demolition Site
4. Restoration 27 1 2 17 6
5 Program Management
| and Monitoring 24 6 1 10
Clearances and
6. Payments 26 8 1 14 2
Total 105 16 8 58 15

Notes: (A) The Percentage of Noncompliance represents the percentage of demolitions
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audited that did not meet the specific requirement. Properties can “fail” the
requirement if the required documentation or inforration was not found within
the City’s files.

For example, our audit revealed that for each of the five criterion in the
"Resident Safety and Protection” area of impact, the rate of noncompliance

' DETAILS OF CONTRACT ADMINISTRATION TESTING
RESIDENT SAFETY. AND PROTECTION AREA OF IMPACT (ONLY)

A s c p | E | F G | H
- AREA OF RFPANDHRD # # # % Non- |
| IMPACT REQUIREMENTS CODE | YES | HO | NJA | Compilant | COMMENTS
Resident Safety | 1. Is there evidence that the 0 47 0 100%

and Protection Contractor adhered to the Mi
Manual for Uniform Contrel
Devices for all vehicular and
pedestrian detours around
their construction zone?
Resident Safety | 2. Is there any evidence that 0 47 0 100%
and Protection | safety barmiers of specific
specification were installed

during demolition?
Resident Safety | 3. Is there any evidence that 0 47 0 100%
and Protection | Contractor posted signs during
all phases of demolition to
prevent trespassing?

rRaldent Safety | 4. Is there any evidence that 0 [ 39 100% N/A = (39)
and Protection | Contractor is regularly New process
inspecting and maintaining the does not apply
| safety barrier??
Resident Safety | 5. Before and After pictures 1 36 0 7%

and Protection {labeled)

(B) Details of each “Condition/Criterion” and the number and percentage of
compliant and non-compliant demolitions can be found in Appendix A:
Performance Summary of Contract Administration for City-funded
Demolitions” on page 48 of this report.

Sources of Criterion
The criterions listed above are based on detailed and extensive reviews of the
following sources:

Demolition Management Agreement by and between the City of Detroit (“City)
and the Detroit Building Authority (August 2015);

BSEED Dangerous Building Division, Standard Operating Procedure, Demolition
Permit Inspection Procedure;

DBA Demolition “Scopes of Services” and processes from September 2015
through December 2018;

DBA Demolition Process Flowchart for City Residential Related Properties;

Emergency Manager Order No. 15: Order Suspending Certain City Wrecking
Requirements to Address Blight (August 2013);

Emergency Manager Order No. 33: Order Suspending Certain City Demolition
Requirements to Address Blight (August 2014);
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Effect

HRD City of Detroit Demolition Policies and procedures (October 2014);
HRD Demolition Procedures (January 2016) and Demolition File Checklist;

Michigan Department of Environmental Quality Standards, Air Quality Division,
Asbestos National Emission Standards for Hazardous Air Pollutants (NESHAP)
Regulations and Requirements;

Neighborhood Stabilization Program Under Housing and Economic Recovery
Act of 2008;

OCP Scope of Services: Demolition of Residential Properties (January 2014
through December 2018);

OCP Contract Administration Manual;

Internal Control interviews with key operational staff in DBA and City agencies
and departments.

Failing to adhere to City policies and procedures, state regulations, fiduciary
requirements from grantors, terms of executed agreements and contracts:

Diminishes the effectiveness and efficiency of operations;
Jeopardizes the safety and well-being of the citizens of Detroit;
Puts the City at risk for potential fines, penalties, lawsuits, and other legal action;

Allows for override of controls, and/or the lack of controls which increases the
potential for financial loss, including but not limited to, fraud, waste, and abuse.

Causes

When the control system is so complex or impractical, employees may be unable to
adhere to it. Some of the criterion are too complex to be effectively monitored at the
individual contract level. For example, the administration of landfill and backfill
requirements may require separate monitoring, additional testing of soil samples, and
subsequent follow-up, to ensure that the dirt being used in demolition activities actually
meets the City's specifications.

As it relates to the areas of noncompliance, some of the various causes that were
communicate to us include:

Resident Safety and Protection

DBA management indicated that “it is not commercially reasonable to review
and approve this documentation for every demolition.” They stated that for
[only] one of the criterion in this Area of Impact contractors were instructed to
familiarize themselves with requirements of traffic control manual.”

Pre-demolition Site Preparation
DBA management indicated that “it is not commercially reasonable to review
and approve this documentation for every demolition.” They stated that for
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[only] one of the criterion in this Area of Impact “contractors are responsible for
the health and safety of the workers on site.”

Proper Disposal of Hazardous Material, Debris, etc.

Relating to one of the criterion in this Area of Impact, DBA commented that there
is “no record” of a request for authorization to use a type of lawn-seed different
than “No-Mow™. This response suggests that ‘No-Mow was used in demolitions.
However, we only found evidence in one of the demolitions we audited that
documented that the contractor used the proper lawn-seed.

Post-demolition Site Restoration

DBA stated that a third-party contractor monitors backfill dirt sources. They also
stated that passage of the open hole and final grade inspections indicate that
appropriate site restoration has occurred.

Program Management and Monitoring

A HRD representative stated that monitoring of the demolition contractors and
the work-in-progress was previously handled via a “WIP Excel Spreadsheet”
report. The WIP reports were sent to many people (inciuding a field operations
manager who was terminated) and made management of demolitions in the field
extremely inefficient and difficult. In at least one case, a staff person who
assumed that aspect of monitoring did not have access to that information prior
to the departure of the terminated employee and they could not locate the
requested documentation. DBA could not provide supporting documentation for
the process or speak to execution of the WIP reports. There was some
confusion as to who (DBA or HRD) was responsible for the WIP reports and this
aspect of monitoring. A manager in HRD admitted that more collaboration
between all involved agencies [is] needed, and a determination made as to who
is responsible for monitoring the contract files. There should be designated
tasks for each department and custodian of the file. Most persons attributed the
issues to the manual processes in place prior to the rollout of Salesforce for
City-funded demolitions in 2016.

Payments and Clearances

The HRD team stated that they had never seen, and were not familiar with the
payment criteria included in the scope of services for City-funded demolitions as
provided by OCP. They felt that there was a lack of adequate communication
between OCP and HRD, and even within HRD, regarding the requirements for
payment. The HRD team stated that since they did not have a checklist for the
payment packets, they created their own requirements based on instructions
from the OCFO Accounts Payable Division. They admitted that the
requirements for payment in the RFP packet criteria, do not “rollover” to the
actual documents required in the Office of the Chief Financial Officer (OCFO) for
payment. The HRD representatives further revealed that they would accept a
payment package without some information to meet billing deadlines.

Note: See “Finding 4: Lack of Documentation to Support Authorization of
Payment” on page 32 of this report for more details on the results of
audit work related to this Area of Impact..
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Recommendations

A. We recommend that the City and DBA conduct a thorough review of the contract
requirements for City-funded residential demolitions;

B. Management should develop and ensure that plans, policies, procedures, rules,
and standards result in uniform actions among interdependent organizations:

Plans are decisions to take certain steps and are goal oriented. Tactical
plans relating to day-to-day operations must include employment levels,
technology, and customer needs. For plans to be successful, they must
be devised rationally, where failure is not “pre-ordained”, and must
provide for feedback and control;

Policies are general guides for action and permit managers to delegate
authority while maintaining control. They should pre-decide issues and
help avoid repeated analysis;

Procedures detail the exact manner in which a certain activity must be
accomplished, and are often listed as a chronological sequence of
events. For procedures to be effective, they must:

o Clearly indicate who is responsible for what (i.e. accountability);
o Be supported by adequate resources (people and equipment);
o Provide for surveillance and progress reporting.

Rules are the simplest plans that do not allow for any discretion and must
be followed as stated;

Standards, are norms against which activities are measured and help to
determine whether actions comply with plans. Standards assume the
attributes of control when they are used to determine whether actions
meet the norms. Well-developed standards translate goals into specific
measurable outputs or outcomes and let people know what is considered
to be acceptable performance. Some examples of standards that are
linked to plans include the quantity of output, accuracy of quality, costs,
and timeliness.
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3. Lack of Documentation to Support Authorization of Payment
HRD and DBA did not ensure that contractors complied with documentation
requirements related to invoice and payment packets for City-funded residential
demolitions. Demolition invoices and payment packets are first reviewed and approved
by HRD prior to submitting to the OCFO Accounts Payable Division.

Conditions
Based on our review of the payment packets for the forty-seven (47) City-funded
residential demolitions in our sample, we found that all payment packages were
missing at least some of the required criteria. The overall average rate of

noncompliance for the fourteen requirements is 66% as detailed below:

Number of Percentage of
Demolitions in Demolitions in
CRITERIA/CONDITION Noncompliance Noncompliance

Did the Request for Payméﬁt Packet contain the following?

Applied to all 47 demalitions
except where noted”

1. A cover letter 6 13%

2. Schedule of Values and Sworn Statement for 47 100%
each property address.

3. Swomn statement of waivers of lien from 47 100%
contractors and subcontractors

4, Building permit 1 2%

5. Notification of intent to Renovate/ Demolish 23 49%

6. Final grade {or Winter grade when applicable) 47 100%
inspection receipt

7. Documentation of abaternent activities and 4 11%
waste disposal *Applies to (35);

N/A = (12)

8. Documentation of origin of backfill and topsoil 45 85%
sources

9. Documentation of analytical data or certification 35 74%
verifying material is not contaminated

10. Documentation that Subcontractors are in a7 100%
Administration with the Ml Workers' Disability
Compensation Act requirement

11. Documentation that Subcontractors are licensed 47 100%

12. Seeding and Watering Report 47 100%

13. Seed tags identifying correct seed used per 47 100%
specification

14. Before and after pictures of the site (labeled) a7 100%
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Note: This "Condition/Criterion” is presented again in Appendix A: Performance
Summary of Contract Administration for City-funded Demolitions”,
Question #59, on page 60 of this report.

Criteria

The criteria for payment packages was taken directly from the “Scope of Service for
Demolition of Residential Properties” provided by OCP. Representatives from OCP
indicated that the contents for the Scope of Services for contracts come directly from
the originating department. Procurement analysts work with the departments to insure
that the contracts are legally sound and meet their needs.

The following controls are recommended in the “Accounting Procedures Manual for
Local Units of Government in the State of Michigan:

e Someone with adequate knowledge and responsibility must approve each
invoice or request for payment (if the governing body has knowledge of
individual transactions, this will suffice; if not, such as in larger organizations,
employees should be designated to perform this approval, including review of
each invoice or other supporting documentation);

o Appropriate documentation (supporting invoices) must be attached to check
copies for all disbursements. Vouchers must describe the payment to be made,
indicate account number to be charged, and be signed by the person approving
the disbursement.

Effect
Failing to adhere to contract requirements and best practice recommendations:

¢ Increases the probability of over or underpayment of vendor invoices;

s Allows for override of controls, and/or the lack of controls which increases the
potential for financial loss, including but not limited to, fraud, waste, and abuse;

* Puts the City at risk for potential fines, penalties, lawsuits, and other legal action.

Causes

The HRD team stated that they had never seen, and were not familiar with the payment
criteria included in the scope of services for City-funded demolitions as provided by
OCP. They felt that there was a lack of communication between OCP and HRD
regarding the requirements for payment. The HRD team stated that since they did not
have a checklist for the payment packets, they created their own requirements based
on instructions from the OCFO Accounts Payable Division. They admitted that the
requirements for payment in the RFP packet criteria, do not “rollover” to the actual
documents required in the Office of the Chief Financial Officer (OCF) for payment. The
HRD representatives further revealed that they would accept a payment package
without some information to meet billing deadlines. HRD informed us that they are now
receiving more [payment] information from the contractors.
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Recommendations
We discussed our findings and conclusions with management personnel, and
recommend that HRD and OCP meet with appropriate members of the OCFO to:

A. Align document requirements for payment processing that are stated in the
contract scope of services, with the actual requirements for payment processing
as directed by the OCFO’s Accounts Payable Division;

B. Utilize capabilities afforded by the City’s new Enterprise Resource Planning
(ERP) System to meet the needs of the OCFO for payments. According to
Plante Moran's “Best Practices for Michigan Local Government Business
Processes- Electronic Invoice Packages™:

Invoice packages contain the supporting documentation for two- or three-
way matching [purchase requisitions, purchase orders, packing slips (or
“receivers”), and invoices. Since some ERP systems now enable
supporting documentation to be electronically attached and retained
within the ERP system (including downloading supporting documentation
from vendors such as financial institutions), and it is easy to “drill” through
transactions to see the supporting documentation, it is no longer
necessary to retain or review physical documentation to substantiate
purchase activities and decisions. Workflow approvals should serve as a
step to confirm that all necessary documentation is attached to
transactions in the system. At year end, external [and internal] auditors

can be given view-only access to the ERP system for any necessary audit
procedures.

C. Where applicable, revise the scope of services and contract language to clearly
differentiate between internal department needs and documents necessary for
payment.

! “Best Practices for Michigan Local Government Business Processes- Electronic Invoice Packages,”
Michigan Municipal Services Authority, 09/08/2014, Plante Moran.
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4. Contract Files Are Not Centralized and Data Related to Demolitions is
Inconsistent and Unreliable

The City (HRD and OCP) and DBA, did not comply with the City's Executive Order or
the department’s Standard Operating Procedures (OCP) as it relates to centralization
of contract files, and the proper and adequate retention of contract documents. Data
relating to City-funded demolitions is inconsistent and unreliable.

Conditions Relating to the Lack of Centralization
Supporting documentation for the administration of contracts related to demolition were
scattered throughout various agencies, departments, and locations, and it was stored

on various media forms, and multiple electronic systems, as detailed in the following

table:
DEMOLITION CONTRACT FILE DOCUMENTATION
TYPES OF MEDIA/
AGENCY STAFF AND DOCUMENTS LOCATION(S) DOCUMENTS
BSEED | BSEED Coleman A. Young + Hardcopy documents in
Municipal Center (CAYMC) departmental files
2 Woodward Avenue » Hardcopy documents in
Suite 908 employees’ personal files
Detroit, Ml 48226 e E-mails
DBA DBA Headquarters Detroit Public Safety » Electronic documents on
Headquarters (DPSH) departmental shared
1301 W. Third Street storage drive(s)
3rd Floor « Electronic documents on
Detroit, Ml 48226 City-wide/City Owned
HRD A. DBA Headquarters A. DPSH, 6t Floor enterprise systems
B. HRD Department B. CAYMC, Suite 908 shared storage drive(s)
OCP QCFO-0OCP Division CAYMC, Suite 1008 ¢ Electronic documents on
Non-City owned sofiware
{Salesforce™)
» Employee
personal/business flash
drives

Note:

Salesforce.com is an American cloud-based software company

headquartered in San Francisco, California. Though the bulk of its
revenue comes from its customer-relationship management (CRM)
service, Salesforce also sells a complementary suite of enterprise
applications focused on customer service, marketing automation,
analytics and application development. “Salesforce” is a customer

relationship management solution that brings companies and customers
together. It is one integrated CRM platform that gives all departments —
including marketing, sales, commerce, and service — a single, shared
view of every customer. Salesforce is a customizable CRM software that
enables businesses of any size to manage all aspects of customer
relations and its features include task management, email marketing,
lead management, markeling automation, and more.

Salesforce was originally obtained by the Land Bank as a transactional
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database in an effort to provide transparency across divisions. When the
Land Bank started using Salesforce it was realized that there was the
ability to add operational layers to the database and use it for all parts of
the Land Bank's work:

» Al properties and parcels across the City (approximately
380,000) are listed in Salesforce;

s Trust Salesforce.com — Salesforce website that includes
security information and maintenance schedules.

» The website is cloud-based and maintenance and updates are
pushed-out by Salesforce. No maintenance is required by the
Land Bank staff.

* Primary sources of electronic data include the City’s Assessors
Office (an update is received annually), the Wayne County
Treasurer, and Motor City Mapping;

o Salesforce has a chatter feature that allows for Salesforce
users to communicate back and forth about a property.

Salesforce was launched for use by the Land Bank in March of 2015.
DBA began using Salesforce to house City-funded demolitions in May
2015, and manually entered (i.e. — "backfilled”) demolition data starting
from January 1, 2014, and continuing through the audit period.

During the audit, there was extensive delays in receiving requested documentation
from the various parties involved with demolitions. There was almost a one year delay
in receiving information for our first audit sample (2017-2018), and additional delays in
receiving information for our second audit sample (2018-2019.) During these periods,
we found it necessary to twice subpoena one of the entities for the requested
documents. Still, they were unable to provide all of the information, data, documents,
reports, etc. that should be available for adequate administration of demolition and
demolition related activities. Some examples relating to the lack of docurmnentation
include (but not limited to):

* Reports that contractors are required to submit to document their work, and are
used to monitor the work and progress of demolitions (i.e. — WIP Excel
Spreadsheets), were not always available and were not provided to us;

o Details of site visits and field monitoring by DBA'’s field liaisons were not always
documented in the electronic repository (Salesforce);

» Changes in contractors, costs, and funding sources, were not always
documented or correctly reflected in the electronic repositories. This resulted in
discrepancies and inconsistencies between data in the respective repositories.
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Conditions Relating to Inconsistent and Unreliable Demolition Data

According to the Demolition Program Manager (DBA), “Salesforce” is the electronic
system of record for all demolitions City-wide regardless of funding source (i.e. HHF,
City-funded QOL, FIE, etc.). Demolition contractors are required to enter certain
information into the system throughout the demolition process. We requested and
received various reports from DBA for all demolitions during the audit period (January
1, 2014 through December 31, 2018.) We focused on all demolitions labeled as “City-
funded” and extracted a sample of ninety-six properties spanning the audit period:

City-Funded Demolitions — Total Audit Sample .
Number of Properties
Year of Demolition Per Year Requested

2014-2015 43

2016 17

2017 15

2018 21

Total Properties in Audit Sample 96

The following table details information for the selected demolitions, and shows that

29% of the information was not accurate as it relates to the funding source and the type
of demolition:

__ City-Funded Demolitions — Properties Audited from Sample .
> NS BeTaf
! Properties | Percentage
Total Properties in Audit Sample 96 100%
Less: Properties labeled as City-Funded but
the actual source of the funding was
either confirmed as Land Bank HHF
funded, confirmed as another source
of funding {private), or the source was
not confirmed nor identified. 26 27%
Less: Partial information received after
deadline, properties not audited 21 22%
Less: Properties labeled as Residential
but were actually commercial
demolitions 2 2%
Total Properties Audited 47 49%

Criteria

In the prior audit of OCP (formerly the “Purchasing Division”), OAG benchmarked the
purchasing and procurement activities of various municipal governments, and we found
that the purchasing/procurement divisions are normally accountable for the retention of
all records relating to the procurement process. This includes (1) the request for
proposals, (2) all bids/responses received, and (3) the awarded contract. Further,
across most companies, standard business practice dictates that the purchasing or
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procurement division maintain a central file of all procurement documentation for
efficient operations.

Effective August 2016, Executive Order 2015-4, City of Detroit Records Management
Policy, states that:

Proper management of the public records-securing, retention, retrieval, disposal-
is vital for effective and efficient government operations. It is necessary to have
proper records management protocols in place for the City's own use of its
records, as well as to comply with provisions of law. Accordingly, this Records
Management Policy (Policy) shall apply to all employees, appointees, agents,
independent contractors, and volunteers of the City of Detroit.

The Order specifically calls for the creation of and use of “Retention and Disposal
Schedules.” Primarily, activities should use the State of Michigan’'s general retention
and disposal schedules for use by local units of government(“General Schedules”) to
identify how long records must be kept, when destruction is appropriate, and when
certain records can be sent to the Detroit Public Library or Archives of Michigan for
permanent preservation. The policy asserts that the “General Schedules may be
supplemented by approved specific schedules (Agency-Specific Schedules) for
circumstances or records not adequately covered by General Schedules.”

The Order further identifies who is responsible for adherence to the “Records
Management Policy”, and the potential consequences of not adhering to the policy:

Each individual who creates, sends, or receives records in the performance of
his or her official functions is responsible for retaining those records in
accordance with this Policy. Failure to adhere to this Policy may result in
applicable discipline, up to and including discharge from employment,
termination of the contract, termination of the volunteer relationship, or
expulsion.

OCP cited the same Executive Order as its authority for its Standard Operating
Procedures (SOP) on e-Filing and Record Retention (Section 6.5.) The SOP
announced that the City now “maintain all contract files electronically”, and that the
department and OCP must be “diligent in filling forms and attaching relevant
documents” in the City's enterprise resource systems. According to the policy,
“documents included in the file must include documentation of the entire procurement
life cycle. This must include, but is not limited to, the following™:

1. Bid documents and notice of award

2. Bonds and insurance

Conflict of interest forms

Post-award documents to and from the contractor
Notice to proceed

o 0 R

Approvals or waivers
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7. Performance monitoring documents

8. Contract amendments

9. Delivery or contract price changes
10. Disputes, audits, and legal issues
11. Stop work orders
12. Contract closeout

Effect

The lack of a central file of all purchasing related documents reduces control and
accountability and results in important documents either not being retained or scattered
throughout various departments and agencies. Effective and efficient contract
Administration monitoring is not possible if copies of executed contracts are not
available.

In addition, failure to retain documentation can lead to fines and penaities for
Noncompliance with the Freedom of Information Act, which requires municipalities to
produce documentation upon request. Grantors can impose fines and penalties, and
ultimately withdraw funds if adequate and complete documentation is not provided to
support the allowed use of funds. Failure to provide documentation at the request of a
subpoena can also result in significant monetary losses to the City and subject the City
to legal actions.

Of all finance-related functions, the procurement function is the one that provides the
greatest opportunity for government employees to use government resources to
advance their personal interests. A perception that public officials are using the
procurement system to reward themselves, their friends, or supporters, poisons the
public’s confidence in government and shakes its faith in the bureaucratic process.

Causes

There are multiple types of media and electronic systems that house demolition related
data, information, and/or documents. There are multiple users that are responsible for
maintaining, updating, and storing demolition data and information. In addition, there
are multiple users that have access to the various electronic repositories. No single
entity is responsible for the collection, storage, integrity and accuracy of data and
records related to contract administration. This resulted in delays in obtaining
information, inconsistencies in data, and the incompleteness of contract administration
documents.

The following are other causes provided to us which contributed to the conditions listed
above:

» According to OCP, the City did not have an electronic filing system for bids and
purchase order information until late 2015. Demolition data for City-funded
demolitions were backfilled in the system starting from January 2014, and
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information is still manually entered into Salesforce;

o According to DBA, site visits by the field liaisons should have been documented
in Salesforce, but were instead documented in a “Smartsheet” accessible
through a mobile application. The “Smartsheet” does not interface or
communicate with Salesforce. It should be noted that OAG was not informed
about the “Smartsheet” during the course of our audit field work, and therefore,
we cannot conclude on the accuracy or viability this data;

» According to HRD, not all of the information available in one activity was made
available to other persons involved in contract file maintenance and payment
processing. A staff person stated that there needed to be a collaboration
between DBA and OCP, and noted that “a majority of the documents are kept
within BSEED and OCP, [but] HRD is responsible for payment review.” They felt
that “there should be designated tasks for each department and custodian of the
file.”

Regarding the inconsistent and unreliable data (from Salesforce) initially,
representatives of both DBA and the Land Bank stated that they were not sure why the
sample of demolitions reported as City-funded were not included in the OCP contracting
process. Later, after meeting with DBA, it was stated that there was an error in
producing the report which resulted in a 2% error rate in misstating the source of
funding (i.e. City-funded versus other.) Subsequently, the DBA produced a “corrected”
report which we have reviewed and found that the new data did not alter, but further
substantiates our conclusions and findings.

Recommendations

We recommend that the City develop a strategic and comprehensive approach to
electronic file management for the administration of demolition contracts (in particular).
They should:

» Continue to enhance the electronic file management system (or a new system) so
that it is collects and retains applicable documents retated to all contracts in a
centralized repository;

» Ensure that the internal controls for the system are sufficient to provide accurate
and reliable data. Policies and procedures should be well documented into one
cohesive and comprehensive document;

» Review current policies and procedures to ensure that they are appropriate and
can be implemented;

» Document changes and update policies and procedures as required;

» Communicate changes to all pertinent staff: Ensure that all users across the
various agencies and departments are adequately trained on the centralized filing
system and the record retention requirements.
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5. Demolition Costs Were Not Recovered From Property Owners

The City (BSEED and HRD) and DBA did not attempt to recover the cost from either
the Land Bank, or the prior property owners for the demolition of a residential property.
Relating to the lack of cost recovery on [private] residential demolitions, this was a prior
audit finding against BSSED and it remains unresolved.

Background Related to the Condition

We found several anomalies related to demolition activities for property located at
18476 Parkside, Detroit, Michigan. In February 2014, a fire occurred at the property.
Since the property was privately owned, a portion of the fire insurance monies was
remitted to the City to be kept in Fire Insurance Escrow Account. BSEED held a
hearing on the property in October 2014, to begin the process of ordering a non-
emergency demolition. We found the following noteworthy events surrounding the

property:

A. Inconsistences related to who owned the property at the time it entered the
demolition pipeline arose. Recorded in the Land Bank's “Sales Force” property
inventory database is “chatter” from a DBA staff person who confirmed that the
property was still privately owned as of March 30, 2015. However, a neighbor
(who was instrumental in getting the property demolished, and who
subsequently acquired the vacant lot from the Land Bank) incorrectly told other
DBA representatives that it was owned by the Land Bank and was acquired
through their Nuisance Abatement Program (NAP);

The “chatter” in the Sales Force database called the Nuisance Abatement
of this residential property a “Mayor's One- timer.” A representative from
the Land Bank stated that NAP properties get identified in several
different ways, including complaints from neighbors to the Land Bank, a
City Councilperson, the Mayor, etc. They further explained that
boundaries identified for the NAP program are “guidelines”, and that
properties that are outside the listed boundaries (like 18476 Parkside) can
be selected for the program.

B. Anomalies and conflicting information related to the timeline as to how and
when the property changed ownership, when it moved through from the Land
Bank’'s Nuisance Abatement Program to the demolition pipeline, versus when
the Land Bank obtained “Quiet Title” to the property. In this case, the City
issued a RFP for an asbestos survey on the property, a few weeks prior to the
court granting ownership to the Land Bank.

C. On June 8, 20186, the City issued a RFP on a City-funded contract for demolition
even though the property was still owned by the Land Bank.

D. Conflicting information on documents as to the type of demolition - whether it
was an “ordered” (i.e. — standard) versus “an emergency” demolition. The
award letter from OCP stated that it was an emergency demolition even though
it did not meet the specific standards for an emergency demolition. It was very
difficult for us to confirm the type of demolition with the parties involved with
demolition. Only after we made several requests for clarification to OCP, HRD,
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DBA, and BSEED, were we informed that it was not an emergency demolition
but an “ordered” or standard demolition.

E. A change order reducing the cost of the demolition in the amount of $6,900 and
concurrently, an invoice billing the Land Bank for the same amount and same
property. This was unusual because in the Demo-tracker the property was
listed as a City-funded demolition for this amount;

F. Inconsistencies related to the name of the demolition contractor, the cost of the
demolition versus the actual contractor and the actual cost of demolition
reported in the City’s Open Data Portal Demo Tracker. The cost reported was
$6,900 versus the total actual cost of $32,775. Approximately two years after
the actual demolition, the cost was updated to reflect the total amount paid to
the contractor. It should be noted that the update occurred only after we had
several meetings with representatives from the City (HRD) and DBA;

Conditions

The City used $17,580 of General Fund Quality of Life Dollars to partially fund the
demolition of 18476 Parkside which was owned by the Land Bank, and neither the City
(BSEED) nor DBA attempted to recover (or recover) the cost from either the Land Bank
or the prior property owners.

Sources of Funds Used for Demolition
The invoicing and funding for the demolition of 18476 Parkside was unusual and came
from three different sources as shown below:

" BREAKDOWN OF FUNDS USED TO DEMOLISH 18476
PARKSIDE

Source of Funds Amount
A. | Fire Insurance Escrow amount $ 8,295
B. | City of Detroit from Quality of Life Funds 17,580
Subtotal City Funds $ 25,875

Donation from Neighbor who intended to
C.| buy the lot once the house was 6,900

demolished (paid by the Land Bank)

Total Cost of the Demolition $ 32,775

A. “Fire Insurance Escrow (FIE)" is the state law (described earlier in this report),
that allows a municipality to require a percentage of insurance proceeds to be
held in an escrow account designed to assist with the repair or demolition of
properties that have suffered fire damage. The City (BSEED) had $8,295 in the
FIE Account for 18476 Parkside;
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B. The invoicing and source of funding for the demolition of 18476 Parkside was
unusual.

* The initial contract amount was for $32,775, however, the contractor was
directed by DBA to process a change order and reduce the contract price
in an amount equal to the neighbor’s donation. The contractor complied
and:

a. Reduced the City's contract price by $6,900;
b. Invoiced the Land Bank for the same amount; and

c. Subsequently received the monies the neighbor previously
donated to the Land Bank.

* The reduced new City contract price was $25,875 and was funded by:

City of Detroit from Quality of Life Funds* $17,580
Fire Insurance Escrow Funds 8,295
Total Cost of FIE and City Funds $25,875

Note: The amount paid to the contractor included a total of $1,404 charges
for BSEED's administrative fees. We were not able to confirm if the
fees paid to the contractor were credited to BSEED as revenue for
services.

C. According to recorded events, early in the process, a neighbor to 18476
Parkside, contacted DBA and stated they had $7,000 to donate toward the
demolition of the property. The monies were split and of this amount $6,900
was paid to the demolition contractor, and $100 remained with the Land Bank for
the purchased of the vacant lot. The donation was handled through a
“Demolition Donation Agreement” between the Land Bank and the neighbor.
The purpose of the agreement is to allow private persons or entities to contract
with the Land Bank for demolition services. It specifically states that:

If the Land Bank determines that the costs of the services exceed the
Demolition Fee stated in the agreement then the Land Bank shall provide
a written notice to the Donor describing in reasonable detail the amount of
and reasons for the additional costs. The Donor shall pay to the Land
Bank the additional costs described in the fee notice within ten business
days from the date of the Fee Notice.

It should be noted that the neighbor’s donation was given to the Land Bank and
subsequently paid to the demolition contractor. According to the Demolition
Donation Agreement, the Land Bank who owned the property, could have held
the neighbor accountable for the full cost of the demolition.
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Effect

State and local governments use charges, fees, and other cost recovery methods such
as placing liens to help fund services. By not attempting to collect the cost of
demolition from the property owner {(or previous owners):

1. Leaves the City to pay for all demolitions, thereby reducing the amount of funds
available for other City services;

2. Eliminates a possible deterrent that would make home owners “think twice”
before walking away from fire damaged, neglected, or foreclosed property. In
some cases, the property owner walks away from a mortgage, or collects the
insurance money, and leaves the City to pay for the full cost of demolition.

While all programs allow for the use of management discretion and judgment, not
following City Ordinances, management agreements, and policies and procedures, has
a strong negative impact on the organization and its employees. Violation of rules
often result in diminishing the culture and ethics of the organization.

The lack of a City policy for accepting donations toward demolitions and allowing for
“one-off” and special situations are “red flag” signs of weak or no internal controls. This
leaves an open door to fraud, waste, and abuse.

Criteria
The Administration and Enforcement rules under the City’s Building Code of
Ordinances states that?:

...the City may undertake demolition, maintenance or securing of any vacant
building or structure that presents an imminent danger, is in an emergency
condition, or is not in Administration with a notice or blight violation under this
article. (i) In addition to all other remedies available under this article or at law,
the costs of demolition, administration including the value of tasks performed by
the City under this article shall be recorded as liens against the real property
upon which the vacant building or structure is located. A lien that arises under
this subsection shall be reported to the Board of Assessor, which shall assess
the costs against the subject property. Any liens shall be enforced in the
manner prescribed in state law, the Detroit City Charter and this Code for the
enforcement of special assessment liens or tax liens.

DBA's responsibility to recover the cost of demolition is succinctly stated in the DMA
between the City and DBA. It states that "DBA is responsible for recording all liens
related to the Demolition Program.”

2 Detroit, Michigan - Code of Ordinances Chapter 9 - Buildings and Building Regulations
Article |. - Detroit Property Maintenance Code Division 2. - Administration And
Enforcement

https:/library. municode.com/mi/detroit/codes/code of ordinances?nodeld=PTIHCICO CH9BU
BURE ARTIDEPRMACO DIV2ADEN S9-1-44CLUNVABUPRST
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HRD's policies and procedures related to demolition that were in effect from October
2014 through January of 2016 (during which time the structure was demolished
on18476 Parkside) defines the Law Department’s role in helping to recover the costs of
demolition:

“The Legal Department shall provide a template to record a lien against the
demolished property in the amount of the demolition and related costs paid with
federal funds. HRD will prepare the lien documents and submit to the legal
department for recording.

Causes

Both the DBA and the City of Detroit Law Department stated that they do not have a
program that recovers or even attempts to recoup costs associated with residential
demolitions, even though they both have legal and contractual obligations that require
them to do so.

BSEED deferred the handling of “recovery programs” to the City's Law Department,
since they would perform any legal actions.

Management in the Law Department explained that “no one is conducting recovery for
residential properties,” and they do not have any written policies or procedure for such
a program. In addition, they do not use any of the mechanisms available to collect
costs, such as levying liens on the property, filing lawsuits against property owners,
and/or attaching liens to other assets. We were informed that in January 2018, (and as
reported in the media), through the Mayor's Office, the City launched a new program to
recover the costs of large and costly demolitions on commercial properties. However,
according to the representative, “they are only chasing six figures specifically where
tand has value.” The Law Depariment stated that an analysis is needed to determine if
it is worth the time and money to pursue recovering costs associated with demolishing
residential properties.

A representative of DBA did not confirm if it was “standard practice” for the City to pay
a portion of the demolition of Land Bank owned properties who were part of the
nuisance abatement program. They did state that “it depends” on the funds available
for the property, and in this case since it had FIE funds, they decided to use additional
City funds to complete the demolition. The representative stated that this was a “one-
off” situation and that this was the only demolition that occurred this way.

Regarding the incorrect contractor named and costs displayed in Demo Tracker, and
after we brought it to the attention of DBA management, a representative from DBA
stated that “it was an error, it was not done to mislead, and that it would be corrected.”
Again, DBA defended the costs shown on the Demo Tracker to represent only the
amount invoiced (for Land Bank demolitions), or the bid price (for City-funded
demolitions), and no other associated demolition costs.

According to DBA management, even though the demolition was contracted and paid
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through the City of Detroit, the donation was handled through the Land Bank authority,
because the City does not have a policy or a mechanism that allows it to accept a
donation of funds for a demolition.

Recommendations
We recommend that:

A. The City follow the administration and enforcement rules of the City's Building
Code related to the recovery of demolition costs. The City should establish
guidelines and identify when it is feasible to attempt to recover residential
demolition costs similar to the program in place for commercial properties. This
might include targeting landlords who own multiple properties that have been
demolished;

B. The City investigate the feasibility of a change (increase) to the percentage of
tnsurance proceeds to be held in fire insurance escrow account to offset more of
the rising costs of residential demolitions;

C. DBA adhere to the DMA and fuifill their responsibilities set forth therein and
recover the cost of demolition;

D. The City establish a program for the oversight of private demolitions that will:

* Ensure that the rules and regulations designed to protect the public's
health and safety are adhered to including (but not limited to) proper
licensing for demolition, adherence to state and local safety and health
standards, etc., in the case of private demolitions;

¢ Allow the City to provide contract services for demolitions upon request
from private owners;

* Allow the City to receive donations from private donors (both individuals
and organizations) toward the demolition of properties.
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6. DBA Did Not Fulfill Its Duties As The Program Manager Over City-funded
Demolitions

Overall, DBA did not fulfill its duties as the contracted program manager over City-
funded demolitions.

Conditions

In August 2015, the City (acting through HRD and BSEED) entered into a demolition
management agreement (DMA) with DBA, and contracted with them to serve as the
program manager for City-funded demolitions. Responsibilities for each
agency/organization involved in demolition were stated in the agreement. Based on our
audit of selected City-funded demolitions, we found that DBA did not fulfill the following
specific program manager duties as outlined in the DMA. We have also noted where
these conditions are included in other findings in this Report:

_ OTHER .
CONDITION FINDING(S) | PAGE(S)
A.| Did not adequately manage the 1 17
performance of the contractors engaged by 5 38
the City under the demolition program
B.| Did not coordinate demolitions; conduct 2 23
progress and final inspections, maintain 5 38
documentation and provide reports
C.| Did not maintain records in auditable form 3 29
and make them available for audit when 4 32
requested 5 38
D.| Did not record all liens related to the 5 38
demolition program

Criteria
Specific criteria for the conditions above is taken directly from the DMA between the
City and DBA.

The Project Management Institute defines programs and the program manager as
follows:

e A program is a group of projects managed in a coordinated way to obtain
benefits not available from managing them individually;

e A program manager is a “super” project manager whose role is mainly
operational since this person is responsible for planning and governance and
for overseeing the successful delivery of the program'’s output/product.
Although knowledge of the business is important, there is more stress on his
or her program management skills.
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Program management is also defined as:

Effect

The process of managing several related projects, often with the intention of
improving an organization's performance. The program manager has oversight
of the purpose and status of the projects in a program and can use this oversight
to support project-level activity to ensure the program goals are met by providing
a decision-making capacity that cannot be achieved at [the] project level. The
program manager may be well placed to provide this insight by actively seeking
out such information from the project managers although in large and/or complex
projects, a specific role may be required.

One of the “top and fatal consequences of poor planning in project management is
project failure.” Failure of the program manager to fulfill its duties, can result in the
organization not achieving its objectives and goals. Operations are more likely to be
inefficient and ineffective. Without proper oversight, activities are subject to fraud,
waste, and abuse. Specifically (but not limited to), poor or inadequate program/project
management can result in:

Poor time management resulting in projects not being completed in time;
Low productivity and output;

Cost overruns and overspent budgets;

Dissatisfied and unhappy customers;

Long-lasting and irreversible reputational damage;

Increased risk of harmful and costly legal actions.

Causes

DBA management stated that they were not aware of all of their responsibilities as listed
in the DMA.

In addition, DBA m the following statements relating to program management:

With a goal of demolishing over 100 structures every week, it is simply not
realistic to expect any vendor or project manager to document or maintain
documentation of compliance with every aspect of an extreme! intricate and
complicated process;

Read literally, [fulfilling all of the criterion/contract requirements] would require a
contractor to maintain constant surveillance of the demolition site at all times;

Such demands are unreasonable; complex commercial contracts place multiple
requirements on vendors. The fact that those requirements exist does not mean
that the contracting party must provide documentary evidence that every one of
them is being fulfilled. Imagine a standard contract which requires a vendor's
employees from refraining from drug or alcchol use "during work hours." It cannot
be the case-and it is not the case-that the vendor must thus document that, at
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every single moment during the work-day, employees are not using drugs or
alcchol.

DBA's management felt that they were “closely monitoring contract compliance...but
in a manner that is efficient and cost-effective.”

Recommendation

We recommend that the administration consider bringing the program management of
demolition under the auspices of the City, and under a single organization versus the
current matrix organization structure.

According to the Project Management [nstitute3, “a matrix organization is defined as one
in which there is dual or multiple managerial accountability and responsibility.” Listed
below are other characteristics of this type of organization:

o |mplicit in the definition of the matrix organization is the recognition that the
project is temporary whereas the functional departments are more permanent.
Although all organizations are temporary in that they are constantly changing, the
matrix is designed to be temporary and a particular organizational structure lasts
only for the finite life of the project;

e The term “matrix project organization” refers to a multidisciplinary team whose
members are drawn from various line or functional units of the hierarchical
organization. The organization so developed is temporary in nature, since it is
built around the project or specific task to be done rather than on organizational
functions.

In the pure single-project management environment, there are advantages to this type
structure which include (1) clear project objectives. (2) project integration of subsystems
and work packages across functional departmental lines, (3) efficient use of resources,
(4) effective information flows, (5) retention of disciplinary teams as projects come and
go, (6) and other benefits related to morale, creation of specialized project managers,
and less personnel trauma related to the project shutdown.

However, there are disadvantages with the matrix organization “outside” of a temporary
project which are evident in the City’s current program management structure:

A. Complexity - the matrix organization is inherently more compiex than either a
functional or a pure project organization, since it is the superimposition of one on
the other. This complexity shows itself in the following problems:

o Difficulties in monitoring and controlling;
o Complex information flow;
o Fast reaction may be difficult to coordinate. The project manager in the

3 “The Matrix Organization”, Stuckenbruck, L. C. {1979). The matrix organization. Project Management

Quarterly, 10(3), 21-33 hitps://www.pmi.org/learning/library/matrix-organization-structure-reason-
evolution-1837
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matrix usually does not have strong vested authority, therefore
considerabie negotiation is necessary to effect the change;

o Conflicting guidance as the more complex organization with two [or more]
lines of authority always increases the possibility of conflicting instructions
and guidance.

B. Priorities - a matrix organization with a number of projects faces real problems
with project priorities and resource allocation;

C. Management goals - There is a constant, although often unperceived, struggle in
balancing the goals and objectives of project and functional management;

Effective program management are based on sound principles of management. We
recommend the following best practices for effective program management?

A. Maintain control over processes and operations:

1. Follow-up on all incomplete work systematically and in a timely manner to
ensure removal of any interference with its completion;

2. Prepare periodic status reports of work progress for management review
to determine whether work is progressing according to plan and whether
established milestones are being reached;

3. Report all off-schedule and missed-scheduled jobs promptly to affected
management for corrective action and/or establishment of measures to
prevent future occurrences.

B. Surveillance over the Operation:

1. Confirm that the lines of feedback communication are still open and
functioning as intended through periodic reviews;

2. Eliminate or reduce the causes of exceptions and deviations rather than
accepting such variances as “normal” and covering them with specially
designed procedures;

3. Perform periodic reviews of factors affecting cost of administration and
operations, and see that timely and appropriate action is taken to keep
costs consistent with plans and objectives.

C. Administration:

1. Make “clear-cut” assignments of responsibility for prompt expedition and
feedback of information to management of variances between established
budgets and schedules and actual accomplishments;

2. Perform periodic spot checks to ensure conformity with established
requirements, in addition to normal monitoring of work in process and
completed work.

4“Sawyers Internal Auditing, 5" Edition, The Practice of Modern Internal Auditing”, The
Institute of Internal Audition, 2003.
47



APPENDIX A
Performance Summary of Contract Administration for City-funded Demolitions

Performance Summary of
Contract Administration for City-funded Demolitions

The following table identifies and summarizes criteria used for City of Detroit
residential demolitions funded by the United States Housing and Urban
Development (HUD) Community Development Block Grants (CDBG), Fire
Insurance Escrow (FIE) funds, HUD Neighborhood Stabilization Program (NSP)
Grants, and the City’'s Quality of Life (QOL) Blight Remediation Funds. The
demolitions included here were not funded by Hardest Hit funds (HHF) and were
not contracted through the Detroit Land Bank Authority (DLBA). The contracts
were the responsibility of and contracted through the City's Office of the Chief
Financial Officer, Office of Contracting and Procurement and the Housing and
Revitalization Department. The Detroit Building Authority (DBA) serves as the
Program Manager for Citywide demolitions.

The criterion is based on the State of Michigan's requirements, the City’s policies
and procedures, and actual contracts Scope of Services in force during the audit
period and relating to demolition. We sampled the demolition of ninety-six (96)
properties, covering various types of City-funded demolitions (emergency, fire
related, and non-emergency):

City-Funded Demolitions — Total Audit Sample

Number of Properties
Year of Demolition Per Year Requested
2014-2015 43
2016 17
2017 15
2018 21
Total Properties in Audit Sample 96
City-Funded Demolitions — Properties Audited from Sample
=t b S0 e :
| Properties | Percentage |
Total Properties in Audit Sample 96 100%
Less: Properties labeled as City-Funded but the
actual source of the funding was either
confirmed as Land Bank HHF funded,
confirmed as another source of funding
(private), or the source was not confirmed
nor identified. 26 27%
Less: Partial information received after
deadline, properties not audited 21 22%
Less: Properties labeled as Residential
but were actually commercial
demolitions 2 2%
Total Properties Audited 47 49%
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City-Funded Demolitions — Types of Properties Audited
Al = 4 il Number of |
Properties | Percentage
Emergency Demolitions 18 38%
Non-Emergency Demolitions 29 62%
Total Properties Audited 47 100%

Definitions of the Table Titles:

A. AREA OF IMPACT - The Area of Impact groups the requirements into six
logical categories:

1) Resident Safety and Protection;

2) Pre-demolition Site Preparation;

3) Proper Disposal of Hazardous Material, Debris, etc.;
4) Post-demolition Site Restoration;

5) Program Management and Monitoring;

6) Clearances and Payments.

B. CRITERION - Audit criterion (i.e. condition) is contract requirements
which were compiled from a detailed and extensive review of City policies
and procedures, and state, local, and other requirements related to City-
funded residential demolitions. Criterion was also taken directly from the
RFP’s and the specific demolition contracts.

C. CODE - The Code is a graphical representation of the results of testing
and is the percentage of properties in Noncompliance for the given
requirement:

" Color Percentage of Sample Non-
_ Code Compliant
0% - 25%

>25% - 50%
>50% - 75%
>75%

Not Applicable (N/A)

Results of the Audit Testing

D. YES if the property demolished met the requirement and/or if the required
information was found within the City’s files;

E. NO if the property/demolition tested did not meet the requirement and/or
the information was not found within the City's files;
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F. N/A if the requirement is not applicable to the specific property/demolition.

G. PERCENTAGE (%) NON COMPLIANT - represents the percentage of
properties audited (excluding N/A's) that did not meet the requirement.
Properties can “fail” the requirement if the required documentation or
information was not found within the City's files;

H. ADDITIONAL COMENTS addresses any additional details related to that
particular requirement.

The results of the audit of Contract Administration for City-funded demolitions is
shown in the Summary and Detail Table(s) below:

___SUMMARY OF CONTRACT ADMINISTRATION TESTING e T s L P
TOTAL ___ Percentage of Non-Compliance. =
NUMBER
= OF 0% %
AREA OF IMPACT CRITERION % 0% 75
1| Resident Safety and 5 i} . 5 i}
Protection
Pre-demolition Site
2. Preparation ik 2 2 & )
Proper Disposal of
3| Hazardous Material, 10 : 2 B -
Debris, etc.;
Post-demolition Site
4. Restoration 27 i 2 W .
5 Program Management
| and Monitoring 24 6 1 10 7
Clearances and
6. Payments 26 8 1 14 2
Total 105 16 8 58 15
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_A.

_ DETAILS OF CONTRACT ADMINISTRATION TESTING

F

H

“AREAGF |

IMPACT

~ RFP AND HRD
REQUIREMENTS

R R
_CODE | YES

Resident Safety
and Protection

1. Is there evidence that the
Contractor adhered to the Ml
Manual for Uniform Control
Devices for all vehicular and
pedestrian detours around
their construction zone?

Resident Safety
and Protection

2. Is there any evidence that
safety barriers of specific
specification were installed
during demolition?

Resident Safety
and Protection

3. Is there any evidence that
Contractor posted signs during
all phases of demolition to
prevent trespassing?

Resident Safety
and Protection

4. |s there any evidence that
Contractor is regularly
inspecting and maintaining the
safety barrier??

Resident Safety
and Protection

5. Before and After pictures
(labeled)

Pre-Demolition
Site Preparation

6. Is there any evidence that
the City {owner) provided the
Contractor “Asbestos Survey”
at the time the contractor was
authorized to begin work on
the site.

Pre-Demolition
Site Preparation

7. Does the “Asbestos Survey”
stated above include the
followings:

a. List of the type of
each waste or
material present;

b. Location within the
property of such
wastes;

¢. Quantity of each
material/waste:

d. Recommendations
for specific disposal
protocol.

=
NO

#

- N/A

% Non-
Compliant

COMMENTS

0

47

0

100%

a7

100%

47

100%

39

100%

N/A = (39)
New process
does not apply

11

36

77%

27

18

93%

N/A = (18)
Emergency
Ordered
Demolitions,
stated criteria
does not
apply

27

18

93%

N/A =(18)
Emergency
Ordered
Demolitions,
stated criteria
does not

apply
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DETAILS OF CONTRACT ADMINISTRATION TESTING

A : B C D E F .G H
AREA OF RFP ANDHRD Rt # # # % Non- 2
IMPACT REQUIREMENTS CODE | YES | NO | NA | Compliant | COMMENTS
Pre-Demolition | 8. Is there any evidence that 16 1 30 6% N/A = (18)
Site Preparation | prior to disposal of any waste, Emergency
the Contractor submitted Ordered
HASP (Health and Safety Demolitions,
Plan) at addresses requiring stated criteria
abatement. HASP should does not
include: apply;

a. Necessary precautions N/A={12)
and safety procedures stated criteria
as indicated in the does not
Asbestos Survey, orin apply
the Owner approved
change order

b. Detailed information
regarding temporary
controls, such as lock-
out/tag-out
procedures, and
hazardousfregulated
material handling

Pre-Demolition | 9. Is there any evidence that 9 13 25 59% N/A = (18)
Site Preparation | Contractor submitted to MDEQ Emergency
a completed form of Ordered
Notification of Intent to Demolitions,
Renovate/Demolish Form at stated criteria
least 10 working days in does not
advance of asbestos apply;
abatement activities or prior to N/A =(7)
any activities after receiving stated criteria
the Notice to Proceed? does not
apply
Pre-Demolition | 10. Is there any evidence that 15 14 18 48% N/A = (18)
Site Preparation | Confractor submitted to the Emergency
City sampling and analysis for Ordered
airborne concentration of Demolitions,
asbestos fibers? stated criteria
does not
apply
Pre-Demolition | 11. Is there any evidence that 13 16 18 55% N/A = (18)
Site Preparation | Contractor submitted Post- Emergency
abatement air monitoring and it Ordered
was completed by an Demolitions,
independent third party stated criteria
contractor? does not
apply
Pre-Demoalition | 12. Is there any evidence that 8 39 100% N/A =(39)

Site Preparation

pre-existing damage on the
side walk had been marked

- 0

stated criteria
does not apply
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__DETAILS OF CONTRACT ADMINISTRATION TESTING

ot A T, B E F G H
AREA OF ~ RFP AND HRD # | # | %Non- el i
IMPACT REQUIREMENTS NO | N/A | Compliant | COMMENTS
Proper Disposal | 13. Is there any evidence that 47 0 100%
of Hazardous asbestos waste was disposed
Material, Debris, | in Type Il Landfill?
etc.
Proper Disposal | 14. Is there evidence that the 47 0 100%
of Hazardous Contractor complied with the
Material, Debris, | wet-wet Requirements
etc.
Proper Disposal | 15. Is there evidence that the 8 39 100% N/A =(39)
of Hazardous Contractor did disconnect stated criteria
Material, Debris, | water service in accordance does not apply
ete. with the procedures
Proper Disposal | 16. Is there evidence that the B 39 100% N/A = {39)
of Hazardous Contractor is following the stated criteria
Material, Debris, | Wetting & Dust control does not apply
etc. protocol?
Proper Disposal | 17. Is there evidence that the 8 39 100% N/A ={39)
of Hazardous Contractor used the required stated criteria
Material, Debris, | equipment for wetting? does not apply
etc.
Proper Disposal | 18. Is there evidence of the 8 39 100% N/A ={39)
of Hazardous property being thoroughly stated criteria
Material, Debris, | wetted during the demo and does not apply
etc. removal of debris?
Proper Disposal | 19. Is there any evidence that 47 0 100%
of Hazardous all debris was disposed in
Material, Debris, | licensed Type M sanitary
etc. landfill?
Proper Disposal | 20. Is there any evidence that 47 0 100%
of Hazardous copies of landfill receipts for
Material, Debris, | every load removed were
efc. maintained for each day and
were available for inspection?
Proper Disposal | 21. Is there any evidence that 16 1 35% N/A ={1)
of Hazardous Load-out of demolition debris unknown
Material, Debris, | was completed within 48 hours
etc. after knockdown date (applies
to both Emergency and Non-
Emergency?)
Proper Disposal | 22. Is there any evidence that 18 0 38%
of Hazardous manifests for the disposal of
Material, Debris, | waste and materials were
etc. furnished to the City orits
authorized rep?
Post-demolition | 23. Is there evidence that the 45 0 98%
Site Restoration | Contractor complied with the
Backfill Requirements?
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Site Restoration

that Contractor obtained
approval from the City before
discharging excavation water
to either of the followings:

a. Municipal storm system,
or to the
b. Surface waters

i __ DETAILS OF CONTRACT ADMINISTRATIONTESTING =~
G A SO [ 3 : B c D0 0 | Y | G5 I H
- AREAOF |  RFPANDHRD O # | # | # | %Non- il
IMPACT . REQUIREMENTS | CODE | YES | NO | N/A | Compliant | COMMENTS
Post-demolition | 24. Is there any evidence that 0 0 47 N/A N/A = (47)
Site Restoration | stockpiling locations used by here is no
the Contractor were vidence in the
acceptable by the City? iles that
Post-demolition | 25. Is there any evidence that 0 0 47 N/A Istockpiling was
Site Restoration | Contractor submitted “"Dust used, therefore
Control and Monitoring Plan” unable to
prior to stockpiling to address conclude on the
sources of fugitive emissions criteria
from the site? R
Post-demolition | 26. Is there any evidence that 0 0 47 NfA
Site Restoration | the Contractor obtained
approval from the City to
transport soil to the stockpile
| site of a residential site?
Post-demolition | 27. Is there an evidence that 0 0 47 N/A This criterion
Site Restoration | the Contractor removed the cannot be
following from all disturbed monitored
ground surfaces before the easily. Itis
open hole inspection and assumed that
placement of fill: this did take
a. Vegetation pface prior to
b. Topsoi fhe st passing
c. Debris € Upen Hole
d. Trash Inspection.
e. Wet and unsatisfactory
soil materials
f.  Obstructions
g. Deleterious materials
Post-demolition | 28. Is there an evidence that 0 47 0 100%
Site Restoration | the Contractor placed backfill
and fill materials in layers of
18" in loose depth?
Past-demolition | 29. Is there any documentation 0 47 ] 100%
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A

DETAILS OF CONTRACT ADMINISTRATION TESTING

G..

H

B E F
AREA OF 'RFP ANDHRD # | # % Non- |
IMPACT REQUIREMENTS NO | N/A | Compliant | COMMENTS

Post-demolition | 30. Is there any evidence that 0 0 0%

Site Restoration | leveling of the grading
provided smooth transition
among all surfaces and that
leveling prevented:

a. Excessive runoff into
adjacent streets,

b. Pooling in the lot area
itself

Post-demolition | 31. Is there any evidence that 47 0 100%

Site Restoration | the top soil used on top of the
grading was 4" in depth? |

Post-demolition | 32. Is there any documentation 47 0 100%

Site Restoration | that analytical data of the top
soil used was
uncontaminated? Or is there
any certification from the
borrow source that topsoil is
uncontaminated?

Post-demolition | 33. Is there evidence that 8 39 100% N/A = (39)

Site Restoration | Seed and Straw was not stated criteria
applied until Final Grade does not apply
Approval is received from
BSEED?

Post-demalition | 34. Is there evidence that the 8 39 100% N/A = (39)

Site Restoration | clean soil consists of at-least stated criteria
20% organic material? does not apply

Post-demolition | 35. Is there any evidence that 46 0 100%

Site Restoration | "No Mow” lawn seed was
used?

Post-demolition | 36, Was authorization 46 1 100% NIA = (1)

Site Restoration | obtained from the City when a property does
type other than "No Mow” was not fit this
used? category

Post-demalition | 37. Is there any evidence that 37 0 100%

Site Restoration | straw mulch was used in the
planting area?

Post-demalition | 38. |s there any evidence that 47 0 100%

Site Restoration | the site was watered within 7
days of the seeding date?

Post-demolition | 39. Is there any evidence that 47 0 100%

Site Restoration | the sidewalks and streets are
swept clean and washed down
afler load-out?

Post-demolition | 40. Is there evidence that the 8 39 100% N/A = (39)

Site Restoration

contractor is held accountable
for the replacement of the
sidewalk if damaged?

stated criteria
does not apply
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__DETAILS OF CONTRACT ADMINISTRATION TESTING
O B E|F] & H
- AREAOF RFP AND HRD # | # | %Non- T
IMPACT REQUIREMENTS NO | WA | Compliant | COMMENTS
Post-demalition | 41. Is there evidence of 8 39 100% N/A = (39)
Site Restoration | contractors following protocol stated criteria
for the "if the sidewalks are does not apply
replaced if damaged” contract
terms?
Post-demolition | 42. Is there is pre-existing 8 39 100% N/A = (39)
Site Restoration | damage on sidewalk, curb or stated criteria
drive approach, is there any does not apply
evidence of this (i.e. flag,
painted stake) identifiable in
- pictures?
Post-demalition | 43. Is there any evidence that
Site Restoration | the following inspections were
requested by the contractor
from BSEED at least 24 hours
prior to the date of inspections
for every non- emergency
demolition?
a. Barricades/Knockdown 13| 16 18 55% N/A = (18)
b. b. Load-out 0 29 [ 18 100% grr';t:rrsézncy
¢. Open Hole 15 14 18 48% Demolitions,
d. Backfll 0 29 18 100% stated criteria
e. Final Grade 15 14 | 18 48% does not apply
Program 44, Are there any evidences 0 47 0 100%
Management that the site was monitored by
and Monitoring | the City or its rep. during all
phases of:
a. Demclition and
b. Backfiling
Program 45. |s there any evidence that 0 0 47 NIA N/A = (47)
Management Contractor denied EPA There are no
and Monitoring | personnel to: properties that
a. Enter demolition sites fit this
b. Review any records, category

c. Inspect any
demolition methods,
and/or

d. Sample or observe

any emissions?
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=

DETAILS OF CONTRACT ADMINISTRATION TESTING

: B c 2} E | F|__ 6
AREA OF RFP ANDHRD s # # # % Non- 5 —an
IMPACT REQUIREMENTS CODE | YES | NO | NJA | Compliant | COMMENTS
Program 46. |s there any evidence that
Management the agreed upon schedules
and Monitoring | could not be kept due to
unforeseen circumstances?
Program a. Ifyes, did the Contractor 0 2 45 100% N/A = (45)
Management request a modification to stated criteria
and Monitoring the schedules? does not apply
Program b. Ifyes, did the City orits o 2 45 100%
Management rep. issue a written
and Monitoring approval to the
Contractor?
Program 47. |s there any evidence that o 47 0 100%
Management Contractor submitted via
and Monitoring | emails WIP status on Excel
Format on all open activities
every:
a. Monday,
b. Wednesday, and
c. Friday
Program 48. |s there any evidence that 34 13 0 28%
Management Contractor submitted copies of
and Monitoring | the following to the City orits
rep:
a. Electronic notification
of Intent to
Renovate/Demalish
that was filed with the
MDEQ.
Program 49. Is there any evidence that 47 0 i} 0%
Management the City or its rep. conducted
and Monitoring | final clearance inspection to
confirm that:
a. Hazardous Materials
were removed, and
b. All records are in
proper arder?
Note: The inspection is done
per the discretion of the City
or its rep.
Program 50. Is there evidence that 7 1 39 13% N/A = (39)
Management equipment and crews have stated criteria

and Monitoring

mobilized to the correct side by
reviewing all existing
documentation and confirming
through on-site visual
observation?
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DETAILS OF CONTRACT ADMINISTRATION TgSTING

A RS ABESCRe Cc (. D E F G __H
AREA OF RFP AND HRD e | RE RS | B % Non- e
IMPACT REQUIREMENTS { CODE | YES | NO | N/A | Compliant | COMMENTS
Program 51. If the final clearance was o 0 47 N/A This criterion
Management done, but not approved by the cannot be
and Monitoring | City, did the contractor return monitored
to the site to achieve easily. Itis
acceptable clearance assumed that
inspection and all hazardous this did take
and asbestos materials were place prior to
removed? the site
passing the
Final
Clearance.
Clearances and | 52. Did the contractor submit 0 47 (] 100%
Payments landfill receipts or waste
rmanifests with invoice, within_
J0 days of the completion of
the project?
If No, payment will not be
processed.
Clearances and | 53. Is there any evidence that 0 47 1] 100% Some
Payments payment was processed documents
before manifests and invoices were missing
were submitted? from all
contracts
prior to
payment
Post-demolition | 54. Is there any evidence that 0 0 47 N/A
Site Restoration | contractor used Category 3
backfill materials?
Post-demolition | 55. If yes, did the contractor 0 0 47 N/A
Site Restoration | submit to the City a Reguest
for Approval to use Category 3
Backfill Material?
Program 56. Did Contractor submit 0 47 0 100%
Management weekly Backfill Material
and Monitoring | tracking logs for all backfill
categories (1, 2, &3) to the
Owner's Document Repository
and uploaded to a designated
electronic platfiorm?
Note: The logs should show:
a. Source,
b. End use location,
¢. Quantities, and
d. Dates
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DETAILS OF CONTRACT ADMINISTRATION TESTING

et AN B E |_F G S
AREA OF - RFP AND HRD # # |  %Non- : =
IMPACT REQUIREMENTS NO | N/A | Compliant | COMMENTS

Clearances and | 57. Were all documentation 0 0 0%

Payments presented on organization’s

letterhead?

Clearances and | 58. Was the Request for 47 a 100%

Payments Payment for each property

broken down into the following
cost categories:

a. Abatement

b. Demalition

c. Seeding

d. Grading, and

e. Total for the specified

property
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DETAILS OF CONTRACT ADMINISTRATION TESTING

C

[0

E

F

" H

AREA OF
IMPACT

~ RFPANDHRD
REQUIREMENTS

CODE

COMMENTS

Clearances and
Payments

58. Did the Request for
Payment Packet contain the
following:

a. A cover letter

b. Schedule of Values and
Sworn Statement for
each property address

¢. Sworn statement of
waivers of lien from
contractors and
subcontractors

d. Building permit

e. Notification of Intent to
Renovate/ Demolish

f. Final grade
inspection receipt

g. Documentation of
abatement activities
and waste disposal

h. Documentation of
origin of backfill and
topsoil sources

i. Documentation of
analytical data or
certification verifying
material is not
contaminated

i. Documentation that
Subcontractors are
incompliance with the Ml
Workers' Disability
Compensation Act
requirement

k. Documentation that
Subcontractors are
licensed

l. Seeding and
Watering Report

m. Seed tags identifying
correct seed used per
specification

n. Before and after pictures
of the site (labeled)

13%

100%

47

100%

45

2%

24

23

49%

47

100%

31

12

1%

45

96%

12

35

74%

47

100%

100%

47

100%

47

100%

47

100%
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DETAILS OF CONTRACT ADMINISTRATION TESTING _

i

AR = i B % _C b E F .
AREA OF NMRFP/ANDIHRDER 5 | | e | o # | # % Non- B ey
IMPACT REQUIREMENTS CODE | YES | NO | N/A | Compliant | COMMENTS
Clearances and | 60. Is there an evidence that 0 0 47 N/A N/A = (47)
Payments the structure was removed These two
from the bid or from the questions are
award? related and
there were no
properties that
ol fit this
earances and | 61. If yes, was the reason for 0 0 47 NFA cateao
Payments removal due to either of the gory
following prior to actual
demolition date?
a. the structure is
destroyed by fire or
other calamity
beyond its present
condition, or due to
b. The presence of
environmental
hazards
If no, briefly state the reason of
removal and attach evidence
{o this report
Program 62. Is there an evidence that 0 0 47 N/A N/A = (47)
Management the original agreed upon These two
and Monitoring schedules were modified? questions are
Program 63. If yes, was the reason for 0 0 47 N/A related and
Management schedules modification due to there were no
and Monitoring unforeseen circumstances that properties that
caused work to be performed fit this
outside of Contractors’ usual category
workweek? If No, briefly state
the reasons of modification
and attach evidence to this
report.
Program 64. Is there any evidence that 5 42 0 89%
Management and| the stated contract protocols
Monitoring were revised?
Clearances and | 65. Does the actual permit and 26 B 13 24% N/A = (13)
Payments inspection dates match what is properties were
in Tidemark? not tested for the
stated criterion
Clearances and | 66. Is there evidence of the 47 0 0 0%
Payments Notice to Proceed
documentation being in the
file?
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DETAILS OF CONTRACT ADMINISTRATION TESTING

H

B c D E | F oo G i)
AREA OF RFP ANDHRD | ] et # # %Non- |
IMPACT REQUIREMENTS 'CODE | YES | NO | N/A Compliant | COMMENTS
Clearances and | 67. Is there evidence that the 45 2 0 4%
Payments contractor started work after
the Notice to Proceed
documentation was received?
Program 68. Is there evidence that the 37 10 0 21%
Management contractor started work 10
and Monitoring | days (Or 24 hours if
emergency demolition) after
filing the Notice of Intent with
MDEQ?
Program 69. Was there evidence that 0 29 18 100% N/A = (18)
Management the site was accessible for Emergency
and Monitoring | demolition after the 10 days? If Ordered
not, is there evidence in the file Demolitions,
showing that the contractor stated criteria
notified the Demolition Division does not
within 24 hours of this apply
situation?
Program 70. After the Open Hole 2 45 0 96%
Management Inspection, is there evidence
and Monitoring | that the Backfill was completed
within 48 hours?
Program 71. |s there any evidence that 3 26 18 0% N/A ={18)
Management the complete demolition Emergency
and Monitoring | activities including clean-up by QOrdered
the dated indicated on the Demalitions,
Notice to Proceed? (for non- stated criteria
emergency) does not
apply
Program 72. For emergency: Were all 2 16 | 29 89% N/A = (29)
Management the demolition activities, Standard
and Monitoring | including clean up completed (Non-
within 7 calendar days? Emergency)
Demolitions,
Emergency
criteria do not
apply
Pre-Demolition | 73. Is there evidence of utility
Site Preparation | shut off requests for the
following?
a. Water 14 15 18 52% N/A = (18)
b. Gas 24 5 18 17% Emergency
c. Electric 19 10 18 34% Ordered
Demolitions,
stated criteria
does not
apply
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 DETAILS OF CONTRACT AD_MIN‘STRATION TESTING

A = B IS c D E F G 1 H
AREA OF RFPANDHRD | # # # % Non- |~ -
IMPACT REQUIREMENTS 'CODE | YES | NO | N/A | Compliant | COMMENTS
Pre-Demolition | 74. Is there evidence or
Site Preparation | confirmation of utility
disconnects?
a. Water 10 19 18 66% N/A = (18)
b. Gas 21 8 18 28% Emergency
¢. Electric 14 15 18 52% Orderad
Demolitions,
stated criteria
does not apply
Program 75. Is there evidence of the 0 0 47 NIA N/A = (47) this
Management contractor obtaining, criteria is
and Monitoring | furnishing, and maintaining appropriately
insurance during the term of its applied during
contract the Bid Process
Program 76. Is there evidence of the 46 1 0 2%
Management demolition permit or any other
and Monitoring | required permit maintained in
the file for the contracior?
Program 77. Is there evidence that the 0 0 47 NIA N/A = (47)
Management contractor has violated the there were no
and Monitoring | work area and caused damage properties that
for the site's property fit this category
boundaries?
Program 78. Is there evidence of a stop 0 0 47 N/A N/A = (47)
Management of work by the owner or there were no
and Monitoring | authorized representative, and properties that
if yes, did the contractor get fit this category
reimbursed for any cost
incurred during the stoppage?
Program 79. Is there evidence of a 43 4 0 9%
Management Performance and Payment
and Monitoring | Bond for the contract price
provided by the Contractor?
Program BO. Is there an award letter in 21 26 0 55%
Management the file?
and Monitoring
Clearances and | 81. Is there a PO or contract in 47 0 0 0%
Payments the file?
Clearances and | 82. Was the contract approved 1 28 18 97% N/A = (18)
Payments by City Council? Emergency
Ordered
Demolitions,
stated criteria
does not apply
Clearances and | 83. Is there evidence that the ] 8 39 100% N/A = (39)
Payments contractor did not charge more stated criteria
than 10% above the amount does not apply
invoiced by any subcontractor?
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The following excerpt is related to Generally Accepted Government Auditing Standards
as complied by the compiled by the United States Government Accountability Office
(GAQ) for Performance Audits. According to the GAQ and GAGASS5:

§2.10: Performance audits are defined as audits that provide findings or conclusions
based on an evaluation of sufficient, appropriate evidence against criteria. Performance
audits provide objective analysis to assist management and those charged with
governance and oversight in using the information to improve program performance and
operations, reduce costs, facilitate decision making by parties with responsibility to
oversee or initiate corrective action, and contribute to public accountability. The term
“program” is used in GAGAS to include government entities, organizations, programs,
activities, and functions.

§2.11 Performance audit objectives vary widely and include assessments of program
effectiveness, economy, and efficiency; internal control; Administration; and prospective
analyses. These overall objectives are not mutually exclusive. Thus, a performance
audit may have more than one overall objective. For example, a performance audit with
an objective of determining or evaluating program effectiveness may also involve an
additional objective of evaluating internal controls to determine the reasons for a
program’s lack of effectiveness or how effectiveness can be improved.

a. Program effectiveness and results audit objectives are frequently
interrelated with economy and efficiency objectives. Audit objectives that
focus on program effectiveness and results typically measure the extent
to which a program is achieving its goals and objectives. Audit objectives
that focus on economy and efficiency address the costs and resources
used to achieve program results.

b. Internal control audit objectives relate to an assessment of one or more
components of an organization’s system of internal control that is
designed to provide reasonable assurance of achieving effective and
efficient operations, reliable financial and performance reporting, or
Administration with applicable laws and regulations. Internal control
objectives also may be relevant when determining the cause of
unsatisfactory program performance. Internal control comprises the
plans, policies, methods, and procedures used to meet the organization’s
mission, goals, and objectives. Internal control includes the processes
and procedures for planning, organizing, directing, and controlling
program operations, and management's system for measuring, reporting,
and monitoring program performance.

C. Administration audit objectives relate to an assessment of Administration
with criteria established by provisions of laws, regulations, contracts, or
grant agreements, or other requirements that could affect the acquisition,
protection, use, and disposition of the entity’s resources and the quantity,
quality, timeliness, and cost of services the entity produces and delivers.
Administration requirements can be either financial or nonfinancial.

5 Government Auditing Standards (Yellow Book) 2011 Revision; www.gag gov/vellowbook.
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There are four “Elements of a Finding” in a Performance Audit. The following excerpt(s)
from GAGAS describe how auditors develop Findings

§6.73 Auditors should plan and perform procedures to develop the elements of a finding
necessary to address the audit objectives. In addition, if auditors are able to sufficiently
develop the elements of a finding, they should develop recommendations for corrective
action if they are significant within the context of the audit objectives. The elements
needed for a finding are related to the objectives of the audit. Thus, a finding or set of
findings is complete to the extent that the audit objectives are addressed and the report
clearly relates those objectives to the elements of a finding.

§6.75 Condition: Condition is a situation that exists. The condition is determined
and documented during the audit.

§6.37 Criteria: Auditors should identify criteria. Criteria represent the laws,
regulations, contracts, grant agreements, standards, specific requirements,
measures, expected performance, defined business practices, and benchmarks
against which performance is compared or evaluated. Criteria identify the
required or desired state or expectation with respect to the program or operation.
Criteria provide a context for evaluating evidence and understanding the findings,
conclusions, and recommendations included in the report. Auditors should use
criteria that are relevant to the audit.

§6.76 Cause: The cause identifies the reason or explanation for the condition or
the factor or factors responsible for the difference between the situation that
exists {condition) and the required or desired state (criteria), which may also
serve as a basis for recommendations for corrective actions. Common factors
include poorly designed policies, procedures, or criteria; inconsistent, incomplete,
or incorrect implementation; or factors beyond the control of program
management. Auditors may assess whether the evidence provides a reasonable
and convincing argument for why the stated cause is the key factor or factors
contributing to the difference between the condition and the criteria.

§6.77 Effect or potential effect: The effect is a clear, logical link to establish the
impact or potential impact of the difference between the situation that exists
(condition) and the required or desired state (criteria). The effect or potential
effect identifies the outcomes or consequences of the condition. When the audit
objectives include identifying the actual or potential consequences of a condition
that varies (either positively or negatively) from the criteria identified in the audit,
‘effect’” is a measure of those consequences. Effect or potential effect may be
used to demonstrate the need for corrective action in response to identified
problems or relevant risks.

GAGAS, also provides the following “Reporting Standards for Performance

Audits”:

§7.27 Conclusions: Auditors should report conclusions based on the audit
objectives and the audit findings. Report conclusions are logical inferences
about the program based on the auditors’ findings, not merely a summary of the
findings. The strength of the auditors’ conclusions depends on the sufficiency
and appropriateness of the evidence supporting the findings and the soundness
of the logic used to formulate the conclusions. Conclusions are more compelling
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if they lead to the auditors’ recommendations and convince the knowledgeable
user of the report that action is necessary.

§7.28 Recommendations; Auditors should recommend actions to correct
deficiencies and other findings identified during the audit and to improve
programs and operations when the potential for improvement in programs,
operations, and performance is substantiated by the reported findings and
conclusions. Auditors should make recommendations that flow logically from the
findings and conclusions, are directed at resolving the cause of identified
deficiencies and findings, and clearly state the actions recommended.

§7.29 Effective recommendations encourage improvements in the conduct of
government programs and operations. Recommendations are effective when
they are addressed to parties that have the authority to act and when the
recommended actions are specific, practical, cost effective, and measurable.
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*Definition sourced from www.dictionary.reference.com

NAME

DESCRIPTION

BSEED

City of Detroit Buildings, Safety Engineering and Environmental
Department

The BSEED has traditionally housed the City’s demolition
efforts and continues to oversee the demolition of houses
through the Fire Insurance Escrow Fund and dangerous
buildings. Its mission is to provide for the safety, health, and
welfare of the general public as it pertains to buildings, and
their environs in an efficient, cost effective, user friendly and
professional manner. BSEED enforces construction, property
maintenance, environmental administration, and zoning codes,
which preserve and enhance property values and promote a
quality of life to make Detroit a preferred place to reside and
conduct business. BSEED is also the City’'s Environmental
Affairs Department.

CDBG

Community Development Block Grant

The CDBG program is a Federal grant program operated by
the U.S. Department of Housing and Urban Development.
This program provides entitlement grants to local
governments for community development activities. The
grant amount is determined by formula and varies from year
to year according to the amount appropriated nationally by
the U.S. Congress. The overall goal of Detroit's CDBG
program is to develop a viable urban community by providing
funding for decent housing, economic opportunities, needed
services, and a suitable living environment, primarily for
persons of low and moderate income. CDBG funds may be
used for a wide variety of activities including home
rehabilitation, construction and rehabilitation of community
facilities, demolition of blighted buildings, acquisition,
relocation, and preparation of property for new development,
economic development, public services, planning, and
administration of the program.
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NAME

DESCRIPTION

DBA

Detroit Building Authority

DBA is a quasi-governmental body that is governed by a
Board in which the City appoints the voting majority of DBA's
Board Members and is able to impose its will. Although legally
separate, DBA is included in the operations and activities of
the City because it was entirely incorporated for the purpose of|
acquiring, furnishing, equipping, owning, improving, enlarging,
operating, or maintaining buildings, automobile parking lots or
structures, and recreational facilities for the use of any
legitimate public purpose of the City. Financing is provided by
the issuance of bonds secured by lease agreements with the
City and from grants received by the City.

DLBA

Detroit Land Bank Authority (also referred to as “Land Bank” in
the audit report)

The Land Bank was created by the City and the Michigan
Land Bank in order to assemble or dispose of public property,
including tax reverted property, in a coordinated manner to
foster the development of that property and to promote
economic growth in the City. The City and the DLBA have
entered into an enforceable contract for the Land Bank to
carry out programs designed to stabilize neighborhoods
through nuisance proceedings, blight abatement, acquisitions
and dispositions, and demolitions. Through the Memorandum
of Understanding between the City and the Land Bank the
City is to provide Quality of Life and bankruptcy exit financing
toward this goal.

DMA

Demolition Management Agreement

An agreement executed between the City (through its
Housing and Revitalization Department) and its Building
Safety, Engineering and Environmental Department (BSEED)
and the Detroit Building Authority on August 11, 2015. The
DMA engages DBA to act as Program Manager and
“coordinate and implement” the Demolition Program on behalf
of the City.
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DESCRIPTION

FIE

Fire Insurance Escrow

The City has participated in the State of Michigan's Fire
Insurance Withholding program since July 1982. The State's
program provides participating municipalities with some
financial protection against the cost of repairing, replacing, or
demolishing a damaged structure following a loss from fire,
explosion, vandalism, malicious mischief, wind, hail, riot, or
civil commotion. A municipality may receive a portion of a
policyholder’s final insurance settlement, which is to be held
in a specified escrow account until the structure is repaired,
replaced, or demolished. If the structure is not repaired,
replaced, or demolished, the municipality must use the funds
to repair, replace, or demolish the structure,

GFAO

Government Finance Officers Association

Founded in 19086, represents public finance officials
throughout the United States and Canada. The association's
more than 19,400 members are federal, state/provincial, and
local finance officials deeply involved in planning, financing,
and implementing thousands of governmental operations in
each of their jurisdictions. GFOA's mission is to advance
excellence in state and local government financial
management. GFOA has accepted the leadership challenge
of public finance. To meet the many needs of its members,
the organization provides best practice guidance, consulting,
networking opportunities, publications including books, e-
books, and periodicals, recognition programs, research, and
training opportunities for those in the profession.

GSD

City of Detroit General Services Department

The mission of GSD is to support City operations through
space planning, urban forestry, and managing municipal
facilities, grounds, fleet, and inventory.

HHF

Hardest Hit Fund

First announced in February 2010, the Hardest Hit Fund
provides $7.6 billion to the 18 hardest hit states, plus the

69




APPENDIX C
Glossary

District of Columbia, to develop locally-tailored programs to
assist struggling homeowners in their communities. On
February 19, 2016, an additional $2 billion was allocated to
HHF as a part of the Consolidated Appropriations Act, 2016.
The total HHF allocation is now $9.6 billion. HHF programs
are designed and administered by each state’s Housing
Finance Agency {HFA). Most of these programs are aimed at
helping unemployed homeowners remain in their homes
while they search for new employment and those who owe
more on their mortgage than their home is worth. State HFAs
have until the end of 2020 to utilize funds allocated under
HHF.

HRD

City of Detroit Housing and Revitalization Department
The mission of HRD is to invest City resources into
multifamily housing, neighborhood commercial districts, and
public improvements to create places that retain current and
attract new Detroiters. It exists to fully realize its potential as
the City's community development investment arm.

HUD

US Depariment of Housing and Urban Development
The United States Department of Housing and Urban
Development (HUD) is a Cabinet department in the Executive
branch of the United States federal government. Although its
beginnings were in the House and Home Financing Agencys, it
was founded as a Cabinet department in 1965, as part of the
"Great Society” program of President Lyndon Johnson, to
develop and execute policies on housing and metropolises.

IGA

Intergovernmental Governmental Agreement
A contractual agreement between one or more governmental
agencies, including, but not limited to, an interlocal
agreement to jointly exercise any power, privilege, or
authority that the agencies share in common and that each
might exercise separately under the Urban Cooperation Act
of 1967.

LARA

Department of Licensing and Regulatory Affairs
Oversees the licensing and regulation of more than 1.2
million individuals and entities in Michigan on an annual
basis. LARA supports business growth and job creation while
safeguarding Michigan’s citizens through a simple, fair,
efficient, and transparent regulatory structure.
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DESCRIPTION

LPD

City of Detroit Legislative Policy Division
A consolidation of three (3) former, separate divisions:

e Research & Analysis: Responsible for researching,
monitoring, evaluating, and advising on matters,
particulariy legal. Additional duties include service as
chief legal advisor and general counsel to the
Honorable Detroit City Council (Council), staffing of
designated task forces and committees, and
representing Council at various meetings with the
administration and community entities;

o Fiscal Analysis: Responsible for compiling, studying
and reviewing all financial information necessary to
advise the Council on budgetary and financial
matters and help promote and protect the economic
welfare of Detroit’s citizens;

« City Planning Commission: Responsible for advising
on matters pertaining to the social, physical, and
economic development of the City and act as the
Zoning Commission. The Commission serves both
the legislative branch and the citizens of Detroit by
acting as a representative of the community, serving
as a conduit for opinions from the community and
proactively initiating matters for consideration by the
Council.

MDEQ

Michigan Department of Environmental Quality
The Michigan Department of Environmental Quality
promotes wise management of Michigan's air, land, and
water resources to support a sustainable environment,
heaithy communities, and vibrant economy. It's “Guiding
Principles” include being:

» Leaders in environmental stewardship;
o Partners in economic development;
s Providers of excellent customer service.

Their vision is to reduce public health and environmental
risks, assist Michigan communities with addressing
infrastructure needs, and build external partnerships to
address Michigan's environmental issues through the
authorities granted to us by the Michigan Legislature and
Constitution.
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MHA

Michigan Housing Authority
The Michigan Homeowner Assistance Nonprofit Housing
Corporation acting through the Michigan State Housing
Development Authority, received federal funds in 2010 from
the U.S. Department of the Treasury to help Michigan take a
step forward through a comprehensive, statewide strategy
that is aimed at helping homeowners prevent foreclosure and
stabilize communities. Through the
StepForwardMichigan.org website, homeowners who have
experienced a hardship impacting their ability to pay their
mortgage, property taxes, or condominium fees can find out
more information about the program and print an application
for a Hardest Hit Fund loan.

MLB

State of Michigan Land Bank Fast Track Authority
The purpose of the Michigan Land Bank Fast Track Authority
is to promote economic growth in this state through the
acquisition, assembly, and disposal of public property,
including tax reverted property, in a coordinated manner to
foster the development of that property, and to promote and
support land bank operations at the county and local levels.

MOU

Memorandum of Understanding
A document that describes the general principles of an
agreement between parties, but does not amount to a
substantive contract.

MSHDA

Michigan State Housing Development Authority

The Authority created under the State Housing Development
Authority act of 1966. Provides financial and technical assistance
through public and private partnerships to create

and preserve safe and decent affordable housing

NAP

Nuisance Abatement Program

The Detroit Land Bank Authority launched its improved Nuisance
Abatement Program in the Spring of 2014. Its ultimate goal is
combating blight in order to rebuild dilapidated neighborhoods for
the general health, safety, and welfare of the community. NAP
focuses on properties that are boarded, open to trespass,
neglected, and/or dangerous throughout the city of Detroit.
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NSP

Neighborhood Stabilization Program
Authorized under Section 2301 of Title lll of the Housing and
Economic Recovery Act of 2008, as amended, Congress
appropriated $4 billion for the Neighborhood Stabilization
Program to provide grants to every State and certain local
communities to purchase foreclosed-upon or abandoned
homes and rehabilitate, resell, or redevelop these homes to
stabilize neighborhoods and stem the decline in value of
neighboring homes. The Act states that amounts
appropriated, revenues generated, or amounts otherwise
made available to States and units of general local
government under Section 2301 will be treated as though
such funds were Community Development Block Grant funds
under Title [ of the Housing and Community Development Act
of 1974.

OAG

City of Detroit Office of the Auditor General
The OAG performs audits of each City agency and prepares
written reports which convey the resultant audit findings and
recommendations to the City Council, the Mayor and the
management of each agency. OAG is under the direction
and control of the Auditor General, who is appointed by a
majority of city council members serving. The Auditor
General shall be a certified public accountant. The term of
Auditor General is ten (10) years beginning with the taking of
office.

PDD

City of Detroit Planning and Development Department
The mission of PDD is to provide a vision for the physical,
social, and economic development of the City.

QOL

Quality of Life Funds
Post-Petition Financing secured to fund the City's Revenue
and Restructuring Initiatives outlined in the approved Plan of
Adjustment.

RRI

Revenue and Restructuring Initiatives
A set of financial and operational initiatives the City must
adhere to as set forth in the City's approved Plan of
Adjustment.

73




APPENDIX C
Glossary

NAME DESCRIPTION

SIGTARP | Office of the Special Inspector General Troubled Asset Relief

Program
The Office of the Special Inspector General for the Troubled
Asset Relief Program (SIGTARP), to protect taxpayers who
funded the bailout known as the $475 billion Troubled Asset
Relief Program (TARP). A watchdog for American taxpayers,
SIGTARP is a law enforcement agency with the authority to
search, seize, and arrest. SIGTARP has a responsibility to
conduct oversight over everything and everyone related to
TARP. SIGTARP conducts audits and makes
recommendations to improve the effectiveness and efficiency
of TARP programs, and to prevent fraud, abuse, and waste.

TARP Troubled Asset Relief Program

The Troubled Asset Relief Program (TARP) is a program of
the United States government to purchase assets and equity
from financial institutions to strengthen its financial sector that
was signed into law by U.S. President George W. Bush on
October 3, 2008. it was a component of the government's
measures in 2008 to address the subprime mortgage crisis.
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November 8, 2019

Mark W Lockridge, CPA

Auditor General

Office of the Auditor General
Coleman A. Young Municipal Center
2 Woodward Avenue, Suite 216
Detroit, MI 48226

RE: Audit of Demolition Activities—Second Draft Contract Administration for City-Funded
Residential Demolitions Interim Report

Dear Mr. Lockridge, .

I write in response to your “Audit of Demolition Activities: Interim Report on Contract
Administration for City-Funded Residential Demolitions” (hereinafter, the “Report™).

At the outset, [ wish to highlight a systemic error that undermines the usefulness and reliability of
your Report. The Report purports to base its findings on (1) a stale sample of 34 residential properties that
were demolished in 2014 and 2015; and (2) a “new” sample of 62 residential properties that were
demolished in 2016, 2017, and 2018. As the Report itself notes, however, this “new” sample does not
capture the work that has been done on City-funded residential demolitions over the past four years. See
Report at 34. That is because the new sample contained multiple demolitions which were not City-funded,
were not residential, or for which you lacked full information. /d.

As a result, the Report ultimately audited just 13 properties from 2016, 2017, and 2018, twelve of
which were emergency demolitions Id at 19. Your Report, in other words, is based on an audit of only
one City-funded standard residential demolition—out of 1,386—that was conducted during the those
three years. Obviously, that is not a representative sample. It is surely not enough to justify a Report
which offers such sweeping conclusions.

Your decision to rely on a non-representative sample is not just a procedural error. It entirely
undermines your audit’s substance. The City and DBA now assiduously track contract compliance on a
whole host of the 90 contract “criteria™ you suggest must be tracked. Appendix B to this letter provides a
sample of ten demolitions from your “new” audit list of 62, and demonstrates that the City and DBA are
in compliance with close to 100% of the commercially reasonable criteria that you identified.! Had you
included & more recent sample, you would undoubtedly have reached different conclusions about today’s
demolition processes,

Your Report blames the City and DBA for the fact that your “new” sample of 62 properties
consisted largely of properties which were non-residential and/or non-City funded—that is, properties that
were outside the scope of your audit. Specifically, you suggest that “unreliable data (from Salesforce)”
erroneously listed as “City-funded” properties that were not, in fact, City-funded. Id. at 37. That is simply
incorrect. During the course of your audit, you asked a junior DBA analyst to arrange the Salesforce

! The demolition team selected, from your sample of 62, ten of the most recent City-funded residential demolitions that had
been completed through final grade.
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extract in a specific way. You asked that analyst to create a new field that defined which of the over
16,000 demolitions done to date were City-funded, and which were not.

In response to your request, the junior analyst created a quick algorithm that designated everything
that was not HHF funded as “City Funded.” That assumption was not accurate—and, for what it is worth,
did not even exclude all HHF-funded properties. The algorithm thus wrongly suggested that many non-
City funded properties were City funded. But importantly, Salesforce expressly, and correctly, listed the
funding source on all of those properties.

By way of example, the following table shows how certain addresses were misconstrued by the
junior analyst as City-funded, even though Salesforce expressly stated otherwise:

Address Funding Source City/DBA designation (analyst’s interpretation)
(in Salesforce) (ir! Salesforce)

8058 Thaddeus Private City

14566 Burt Rd Private City

14356 Rockdale Private City

15406 Archdale Rehabbed and Ready | City

3313 Superior Other City

12050 Kentucky HHF City

It is unfair for you to blame the City and DBA for failing to track funding sources, when the City
and DBA dbo track funding sources—and the only confusion as to the funding sources came in response to
an analysis that you requested.

Compounding that error, you refused to consider information in your “new” sample demonstrating
strict compliance with the criteria you identified. Your Report notes that you declined to audit 21
properties because you received “partial information™ on those properties after a self-imposed “deadline.”
Id. at 37. Had you audited those properties, you would have seen that the City and DBA are documenting
compliance with many of the 90 criteria you suggest must be tracked. Again, a table showing ten recent
properties that were demolished—drawn from the pool of 21 properties that you refused to consider—is
included as Appendix B.

All of this severely undermines the usefulness of your Report. In February 2018, you released a
draft report that—though it purported to cover approximately 4,000 demolitions through June 30, 2018—
was based on just thirty-four cherry-picked demolitions, all of which took place between January, 2014
and September, 2015, In response, I noted that your report misled readers “into believing [it was] based
on recent demolition activities.” Response to Audit of Demolition Activities, February 20, 2019, at 2
(attached as Appendix A). I further noted that, because “demolition procedures were totally overhauled in
late 2015,” your report “has almost no relevance today.” Id. To your credit, you informed me that you
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would be updating your property sample, and that you would release a new report that was actually based
on current practices,

Lamentably, however, your most recent draft report repeats the same errors. For whatever reason,
the Report continues to focus primarily on properties that were demolished in 2014 and 2015—a bygone
era of demolition that bears almost no resemblance to the program that is operating today. A staggering 34
out of the 47 properties that are the subject of the current Report are from your old, stale sample. Twelve
of the remaining 13 properties were emergency demolitions, and are thus not representative of the
ordinary processes used to conduct residential demolitions.

That defies both standard auditing practices, and common sense. Pursuant to government auditing
standards (“GAO Standards™), auditors must sample using “appropriate selection method,” depending on
the “audit objectives.” United States Government Accountability Office, Government Auditing Standards
§ 8.107 (2011) (“GAO Standards”) (available at hitp://www.ga0 gov/assets/590/58728 1 .pdf). Your audit
purports to “encompass| ] demolition and demolition related activities from the period of January 1, 2014
to December 31, 2018.” Report at 1. Given your defined scope, it is inconceivable—and inexcusable—to
base your findings on a sample in which (1) over 72% of the demolitions were from 2014 and 2015; (2)
an additional 26% were emergency demolitions, and (3) just one property sampled was a standard
demolition completed under the currently operative procedures.

As 1 wrote in my previous response, your decision to rely on “an unrepresentative, outdated
sample of demolition files severely undermines the Report’s accuracy and credibility.” Response,
Appendix A, at 7. [ have attached, as Appendix A, my previous response to your February draft report.
Although you have now had nearly a year to reframe your audit, your latest Report continues to be
undermined by the exact same errors as your previous draft.

In short, your latest Report, like the previous draft, is deeply flawed and misleading. The errors
that 1 pointed aut in my previous response largely remain, and T stand by the objections in my previous
response.

In addition to your Report’s inaccurate and misleading sampling techniques, three other points
bear emphasis.

First, at various points in the Report, you fault the City and DBA for failing to ensure that
“contractors complied with documentation requirements related to invoice and payment packets.” Id. at
29. That is wrong. You apparently based your conclusion on the fact that financial documents are not
stored in the Salesforce system. But Salesforce has not historically been used to track financial
documents. Financial documents (such as contracts, invoices and payments) are tracked in Bidsync and
Oracle, not Salesforce. Had you chosen to work with City and DBA personnel—and to look in the right
place—you would have concluded that financial information is assiduously tracked. Included in Appendix
D is an outline of the financial process for contract and invoices processing and storage,

Second, like your previous draft, the latest Report is premised on a series of conceptual errors.
Most notably, your Report fauits City and DBA for failing to comply with policies and procedures that
were enacted gfter the sampled demolitions were completed. For example: you note that the 34 sampled
demolitions from 2014 and 2015—that is, the vast majority of your sample——failed to demonstrate
compliance with “HRD Demolition Procedures” that were issued in January 2016. Report at 21. It is
both illogical and unfair to suggest that demolition personnel shou!d have required compliance with
standards that had not yet even been adopted.
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Third, and perhaps most fundamentally, your Report is based on profound misunderstandings of
commercial realities, As I noted in my February response to your previous draft:

You seem lo envision a pracess in which City personnel are constantly surveilling demolition

contractors, to ensure that they are complying with every single provision in their contract. In the

real world, nobody does that. And if the City did decide to babysit cach and every one of its
contractors, it would require a massive expenditure of taxpayer funds that would dramatically slow
the pace of demolitions in neighborhoods...

The Report, for example, faults DBA for not obtaining documentary evidence of compliance with

“the MI Manual for Uniform Control Devices for all vehicular and pedestrian detours.” Report at

50. It envisions contractors submitting “evidence that safety barriers . . . were installed during

demolition.” Id. And it suggests that DBA should have obtained “evidence that Contractor posted

signs during all phases of demolition to prevent trespassing.” Id. (emphasis added).

Such demands are unreasonable. Complex commercial contracts place multiple requirements on

vendors. The fact that those requirements exist does not mean that the contracting party must

provide documentary evidence that every one of them is being fulfilled. A simple example proves
the point. Imagine a standard contract which requires a vendor’s employees from refraining from
drug or aleohol use “during work hours.” It cannot be the case—and it is not the case—that the
vendor must thus document that, at every single moment during the work-day, her employees are
not using drugs or alcohol.

Though that example might seem hyperbolic, the documentation you suggest was required is only

slightly less absurd. Take, for example, your suggestion that evidence must be provided that signs

were “posted . . . during all phases of demolition.” Jd. Read literally, that would require a

contractor to maintain constant surveillance of the demolition site at all times. Your report does

not specify the means by which such evidence should be provided, and [ can only guess at what

you are envisioning. But any type of evidence which would satisfy the “all phases of demolition™

criterion would be prohibitively expensive. If we were to try to prove that signage was posted

during “all” demolition phases, we would need either to install video surveillance cameras at every

demolition site, or to hire a human being to watch the site at all times. Either option would cost

significant sums of money. And ultimately, those costs would be borne by the taxpayers.
Response, Appendix A, at 2, 6.

Despite my previous response, you have failed to adjust your latest Report to account for
commercial realities. Your assertion that the City and DBA must engage in profligate, unreasonable
oversight of demolition contractors is as flawed today as it was last February. The City, under your
reasoning, would be faced with two unappealing choices. On the one hand, the City and/or DBA could
engage in constant surveillance of demolition contractors—at great cost to taxpayers—to ensure
compliance with even the most banal of contracting requirements (e.g., compliance with “the MI Manual
for Uniform Control Devices™). Alternatively, the City could strip its contracts of requirements that serve
the best interest of Detroit residents, simply because it cannot require documentation of compliance at all
times.

Neither of those options are palatable. And neither serves the best interests of Detroiters. In the
final analysis, then, many of the conclusions in Report—in addition to being misleading, unfair, and
unrepresentative—threaten to impose great harm on the residents of Detroit.
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All of that being said, I want to assure you that the demolition team does intend to implement
several of the recommendations in your Report. The demolition team intends to bring the demolition
program in-house, to be run by the City of Detroit. We are committed to continuing to improve our data-
sharing processes. We are, moreover, constantly seeking to develop and improve our plans, processes,
policies, and standards. Just recently, for example, we have implemented checklists for invoice approval;
checklists for field liaisons; and third-party monitoring for dirt sourcing. We are also currently testing
how we might improve compliance with demolition schedules using specifically articulated milestones
and financial penalties for those who fail to reach them.

ok ok

In the final analysis, we are committed to continually improving the demolition program, and to
ensuring that dangerous, blighted structures are removed from our City’s landscape in a safe, timely, and
cost-effective manner. We had hoped (and continue to hope) that the Auditor General’s Office would be a
partner in this work, and that you would help us improve our processes to the benefit of all Detroiters.
Unfortunately, the choices you have made in conducting this audit—and the series of draft reports you
have released over the past year—have failed to help us move forward. Instead, you have presented us
with an unrepresentative, commercially unreasonable critique of a demolition program that has long since
evolved.

A finding-by-finding response to your latest draft Report is attached as Appendix C.

Sincerely, ¢

Tyrone Clifton
Director, Detroit Building Xuthority

CC: David Bell, Director, BSEED

Boysie Jackson, Chief Procurement Officer

Donald Rencher, Director, Housing and Revitalization Department
David Massaron, Chief Financial Officer, OCFO

Bethany Melitz, Chief of Administration



Appendix A: Previous Response to Audit Draft

Delket maoG Wizt 1301 Third Street o Suite 328 » Detroit, MI 45226 » 313-224-0174 phone « 313-224-4998 fax

February 20, 2019

Mark W. Lockridge, CPA

Auditor General

Office of the Auditor General
Coleman A. Young Municipal Center
2 Woodward Avenue, Suite 216
Detroit, MI 48226

RE: Audit of Demolition Activities
Interim Report on Contract Compliance for City-funded Demolitions

Dear Mr. Lockridge,

I write in response to your “Audit of Citywide Demolition Activity on Contract
Compliance for City-Funded Residential Demolitions” (hereinafter, the “Report™). Below, and
in this letter’s appendices, you will find the finding-by-finding responses you requested.

At the outset, though, I wish to highlight three overarching concems with the Report.
These concems, in my view, are so fundamental that they undermine the Report's usefulness. 1
urge you to revise your Report to reflect these concerns, and to bring it in line with accepted
professional standards.

First, your Report is both mislabeled and misleading. The Report purports to reflect a
comprehensive audit of approximately 4,000 demolitions through June 30, 2018. But the Report
is actually based on just thirty-four cherry-picked demolitions, all of which took place between
January, 2014 and September, 2015. The Repost makes no mention of that fact. To the contrary,
the Report says that it covers “demolition related activities . . . through June 30, 2018.” Report
at 4 (emphasis added).

Intentionally or otherwise, that statement misleads readers—including City Council, the
public, and the press—into believing your Report is based on recent demolition activities. It is
not. And that confusion severely undermines the Report's credibility.

' As o preliminary matter, plense note that this response does nol use the finding-by-finding response lemplate that
your office provided. That is because, m my view, the Report suffers from several overarching issues. Rather than
repeat those issucs on a finding-by-finding basis, [ have chosen to address them universally in this lewter. The
specific, finding-by-finding responses you requested are attached as Appendix A.

In add:tion, please note that this letter and 1Ls appendices are meant to serve as the coordinated response for all the
City agencies you nuduted, sncluding HRD, BSEED, and OCP.
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Second, and relatedly, the Report’s narrow focus on 2014 and 2015 demolitions means
that it has akmost no relevance today. Your auditors were repeatedly informed that the City's
demolition procedures were totatly overhauled in late 2015, Yet for whatever reason, you chose
not to examine any demolitions that were conducted under current processes. Had you done so,
you would have learned that virtually every one of the procedures for which you fauit the
demolition program have been changed.

In light of those late-2015 process improvements, the current demolition program bears
almost no resemblance to the one described in your Report. As a result, your Report is not a
“performance audit” at all. A “performance audit,” under established professional standards, is
supposed to help management improve current performance. The Report, however, does nothing
of the sort. Instead, it is a historical retrospective that critiques demolition procedures that were
changed several years ago.

Third, even putting aside these issues, your Report is premised on a series of conceptual
errors. For example, your Report faults the 2015 demolition program for failing to follow
standards that were enocled in 2016, Unless you think demolition personnel have {or ought to
have) future-vision, that critique is both illogical and unfair.

What is more, your Report misapprehends the realities of commercial contracting and
compliance. You seem to envision a process in which City personnel are constantly surveilling
demolition contractors, to ensure that they are complying with every single provision in their
contracl. In the real world, nobody does that. And if the City did decide to babysit each and
every one of its contractors, it would require a massive expenditure of taxpayer funds that would
dramatically slow the pace of demolitions in neighborhoods.

Wk

The remainder of this response letter proceeds in three parts. Part [ explains why your
decision to base your Report on antiquated files was inconsistent with established professional
norms, and undermines the Report’s usefulness and credibility. Building on that theme, Part II
explains that many of the “issues” you identify in your Report have long since been corrected.
Had you chosen to focus on current demolition practices, your Report would undoubtedly have
reflected those corrections.

Finally, Part 1II explains why many of the remaining “issues™ your Report identifies are
not issues at all. Your report seems to suggest that the DBA, and various City agencies, should
require documented proof of compliance with every aspect of every contract. That demand is
commercially unreasonable and runs contrary (o established best practices. Moreover, were we
to accede to that demand, it would dramatically increase the cost of demolitions in the City—
harming taxpayers and the residents who must now shoulder the burden of living near blighted
structures.

L. The Report—in Violation of Professional Standards—Fails 1o Identify a Scope, and
Relies on Outdated, Unrepresentative Demolition Files

20f8
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To begin, your Report purports to cover qualifying® demolitions from January, 2014
through June, 2018. Report at 4. During that period, the City conducted nearly 4,000 qualifying
demolitions. Yet your entire Report is based on a sample of files relating to just 34 demolilions.
And all 34 of the demolitions you used as the basis for yaur Report were conducted before
September 20135.

Last summer, when you were circulating infernal documents about your audit, the time
period from which you sampled files was crystal clear. A previous draft document, which I
reviewed, indicated that the 34 demolitions you “sampled” for your audit were all “demolitions
performed by the City from January 2014 through September 2015. See Appendix B, Office of
the Auditor General: Audit of Cirywide Demolition Activity: January 1, 2014 - June 30, 2018, at
1. And on June 27, 2018, I, demolition director Tim Palazzolo, and other City personnel
engaged in discussions with your office about those 34 demolitions. As preparation for that
meeting, you prepared a list of the 34 “sampled” demolitions—the latest of which was
demolished in September, 2015. See Appendix C-2, Audited Praperties.

Yet now that your Report has been prepared for public consumption, it omits any
mention of the time period from which you “sampled” demolitions. I am puzzled by your
office’s decision to hold back that crucial information from City Council, the Mayor, and the
public. Withholding that information is not just an error; it is actively misleading. By omitting
the actual time period from which you “sampled” filed, your Report creates the impression that it
is trained on current demolition procedures.

More fundamentally, I am puzzled by your substantive decision to limit your audit to
2014 and 2015 demolitions in the first place. The only rationale you have ever given for that
decision came in your previous correspondence—which noted that the “original audit scope
period” was between Janvary 2014 and September 2015. See Appendix B at 1. But your Report
indicates that your audit is meant to cover demolitions through June, 2018. Report at 4. And, in
the course of conducting a wide-ranging audit of the City's demolition program, you have never
before—or since—indicated that you understand your mandate to be limited to the “original
audit scope period.”

Further complicating maters, your Report itself evinces confusion about the audit's
scope, and the siandards that apply. At points, for example, you fault the City and DBA for
failing to comply with policies and procedures that were enacted after the sampled demolitions
were completed. For example: you note that the 34 sampled demolitions failed to comply with
“HRD Demolition Procedures” that were issued in January 2016, Report at 21. Logically, those
procedures could not possibly have applied to demolitions that took place between January 2014
and Seplember 2015.°

1 A qualifying definition, per your report, is one "funded by the United States Housing and Urban Development
{HUD) Community Development Block Grants (CDBG), Fire Insurance Escrow (FIE) funds, HUD Neighborhood
Stabilization Pragram {NSP) Grants, and the City's Quality of Life (QOL) Blight Remediation Funds.” Report,
Appendix A, Contract Compliance for City-funded Demolitions Performance Summary, at 1.

* As another example, you reference Executive Order 2015-4, which was made effective on September 2, 2015~
after the bulk of your “sampled” demolitions took place. Repart at 36, {Your Report erroneously notes that the
Executive Order was “[e]ffective August 2016").
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Either the scope of your audit is [imited to demolitions completed in 2014 and 2015, or it
is not. If it is limited to 2014-15, your decision to portray the audit as onc which encompassed
current demolition activities is inappropriate. If it is not so limited, it was highly inappropriate
for you to sample only files related to demolitions that were completed long ago, and to draw
conclusions based primarily on those files.

That is not just my view. Pursuant to government auditing standards (“GAO Standards™),
auditors must plainly define the scope of any planned audit, including “the period of time
reviewed.” United States Government Accountability Office, Govermment Auditing Standards
§6.09 (2011) (“GAO Siandards™) (available at hitp://www.gao.gov/assels/590/58728 1.pdf)
(emphasis added). In addition, auditors must “communicate an overview of . . . the timing of
the performance audit and planned reporting” to “management of the audited entity.” Id. § 6.47.
To this day, you have failed (o provide me an “overview” of the scope and timing of your
audit—and your Report only exacerbates that confusion.

The GAO Standards apply not just to federal entities, but also provide guidance for audits
of local units of government in Michigan. See State of Michigan, Audir Manual for Local Units
of Government in Michigan at 2 (2012) (available at
hitp://www.michigan.gov/documents/treasurv/Audit Manual for LUG in Michjgan 383593 7
-pdf) (noting that when a local unit of government is subject to a single andit, “the financial
records must be audited in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards”). Lamentably, your office has once again failed to follow these well-
established practices.* And the continued lack of clarity regarding the scope of your audit has
needlessly increased the uncertainty under which the City’s demolition program operates.

II. Many “Concerns” Addressed in the Report Have Since Been Rectified

In addition, your reliance on stale demolition files paints an outdated, unrepresentative
picture of the City’s demolition program. Many of the issues you flagged from 2014 and 2015
have long since been rectified. And, by focusing exclusively on long-discarded demolition
procedures that cannot possibly be changed, your Report again flouts the professional standards
applicable to performance audits.

Beginning in late 2015—in other words, affer the last demolitions you sampled—the
DLBA migrated all data management and tracking for the demolition program to Salesforce, a
web-based platform which can be accessed on any enabled device. The DBA worked diligently
with the DLBA to build out Salesforce to accommodate City-funded demolitions, and the DBA
continues to work with the DLBA and the City to facilitate more robust and integrated data
management and tracking of demolitions.

*1In 2017, when your office released its “Spacial Report Highlighting Concerns Relative to the City's Demolition
Program,” it did so without providing either the DBA or the Detsoit Land Bank Authority the epportunity to
comment. That decision flouted multiple GAO standards. See United States Government Accountabiiity Office,
Government Auditing Standords §§ 6.47, 7.32; 7.33.
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Today, all City- and DLBA-funded demolitions are tracked on Salesforce, and the DBA
has modified the demolition Scope of Services to require Salesforce reporting by demolition
vendars. Demolition vendors must report key performance metrics on Salesforce, such as the
knock down date, open hale request date, and final grade request date. These metrics allow the
DBA to track the performance of every vendor who performs any demolition on behalf of the
City and the DLBA.

The use of Salesforce extends beyond demolition vendors to environmental consultants.
All pre-demolition environmental due diligence is now tracked on Salesforce, including the
quality assurance/control measures which the DBA has set in place. Environmental consultants
are held to similarly rigorous standards for documentation and reporting, and the data in
Salesforce allow the DBA to track the performance of every vendor who performs any
environmental due diligence on behalf of the City and the DLBA.

If a vendor fails to meet the key performance mensures, the DBA may issue a Letter of
Discipline. Furthermore, if a vendor fails to report or inaccurately reports data on Salesforce, the
DBA may issue a Letier of Discipline. Vendors who receive multiple Letters of Discipline may
be determined ineligible for the award of future demolition work. To date, the DBA has issued
89 Letters of Discipline which has resulted in the suspension of three vendors for a total of 240
days.

I have attached, as Appendix D, a list of all the performance metrics that are currently
tracked on Salesforce. Many of the performance metrics that are tracked on Salesforce
correspond with the “RFP and HRD Requirements™ your Report contends are not being tracked.
I have cross-referenced the Salesforce metrics with the “RFP and HRD Requirements™ you list in
your Report.

In sum: for nearly four years, the DBA has been operating under an enlirely different
system for contractor performance than it had in place during the time period from which you
pulled files. The DBA’s currently operative system tracks and manages contractors—and holds
them to account if they fail to abide by key performance measures in the contract. Whatever
relevance the Report has regarding demolitions conducted in 2014 and 20135, it has no relevance
today.

As a result, despite being characterized as a “performance audit,” see Report at 4, the
Report fails to meet the most basic standards applicable to performance audits. Per applicable
GAO standards, a performance audit must “provide objective analysis to assist management . . ,
fo improve program performance and operations.” GAO Standards § 2.10 (emphasis added).
By focusing almost entirely on processes that were long ago abandoned, your Report eliminates
any realistic possibility that it will help “improve program performance and operations.” The
taxpayers who funded your audit deserved better.

II1. The Report Imposes Unrealistic, Commercially Unreasonable Demands

In addition to relying on stale data from a long-abandoned system, the Report envisions a
contract compliance process that is commercially unreasonable, logistically untenable, and
would be prohibitively expensive. With a goal of demolishing over 100 structures every week, it
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is simply not realistic to expect any vendor or project manager to document or maintain
documentation of compliance with every aspect of an extremely intricate and complicated
process.

The Repor, for example, faults DBA for not obtaining documentary evidence of
compliance with “the MI Manual for Uniform Control Devices for all vehicular and pedestrian
detours.” Report at 50. It envisions contractors submitting “evidence that safety basriers . . .
were installed during demolition.” Id. And it suggests that DBA should have obtained
“evidence that Contractor posted signs during all phases of demolition to prevent trespassing.”
Id. (emphasis added),

Such demands are unreasonable. Complex commercial contracts place multiple
requirements on vendors, The fact that those requirements exist does not mean that the
contracting party must provide documentary evidence that every one of them is being fulfilled.
A simple example proves the point. Imagine a standard contract which requires a vendor's
employees from refraining from drug or alcoho! use “during work hours.” Tt cannot be the
case~—and it is not the case-—that the vendor must thus document that, at every single moment
during the work-day, her employees are not using drugs or alcohol.

Though that example might seem hypesrbolic, the documentation you suggest was
required is only slightly less absurd. Take, for example, your suggestion that evidence must be
provided that signs were “posted . . . during all phases of demolition.” /d. Read literally, that
would require a contractor to maintain constant surveillance of the demolition site at all times.
Your report does not specify the means by which such evidence should be provided, and 1 can
only guess at what you are envisioning. But any type of evidence which would satisfy the “all
phases of demolition” criterion would be prohibitively expensive. If we were to try to prove that
signage was posted during “all” demolition phases, we would need either to install video
surveillance cameras at every demolition site, or to hire a human being to watch the site at all
times. Either option would cost significant sums of money. And ultimately, those costs would
be borne by the taxpayers.

These costs of are great concern to me—and to the residents of Detroit. When the
monetary costs of demolition risc, it means that the City can remove fewer blighted, dangerous
Structures that pose a threat to the physical safety and well-being of Detroit families. That would
impose real hardships, on real human beings. I cannot, in good conscience, envision telling a
family with a young child that the City is unable 10 remove the hulking, burned-out structure
next door to their home because of costs associated with documenting compliance with “thc MI
Manual for Uniform Control Devices for all vehicular and pedestrian detours.™ Sze Report at 50.

None of this is to suggest that DBA or the City are failing to hold contractors lo account.
We are monitoring contract compliance—we just do so in a cost-effective, commercially
reasonable manner. As noted in the previous section, see¢ infra Section 1I, the DBA has worked
with multiple City and state departments and agencies to identify some key points in the
demolition process where documentation is encouraged by best practice. Beyond that, the DBA
has consistently and openly encouraged vendors to document as much as possible, cven if the
vendor is not expressly required to document a particular activity.
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The DBA has employed up to six field liaisons and a field supervisor who are responsible
for monitoring and reporting on demolition activities in the field. The DBA strategically deploys
its field team based upon a number of considerations, including the performance history of the
vendors currently working in the field, the type of work being performed on any given day, and
the geographic distribution of work being performed. The DBA field team works closely with
the demolition vendors and the community to clearly communicate the performance
requirements of the Scope of Services. When the field team observes any potential viclation of
the Scope of Services, the field team will communicate with the vendor and provide the vendor
an opportunity to resolve the issue. If the vendor fails to correct or resolve the issue, then the
field team documents the conditions on a site and convey all avaifable documentation to the
DBA Compliance Manager for disciplinary action.

For the most egregious violations of the Scope, the DBA will issue Health & Safety
Violations. Vendors who receive Health & Safety Violations may be determined ineligible for
the award of future demolition work for a period of thirty (30) to four hundred and cighty (480)
days. To date, the DBA has issued 60 Health & Safely Violalions which has resulted in the
suspension of 20 vendors for a total of 2,219 days.

In short, the DBA is closely monitoring contract compliance. Bul we do so in 2 manner
that is efficient and cost-effective. Our duty to the City's taxpayers and residents demands
nothing less,

* & %

[ hope that this letter has helped to alleviate any concerns you may have. I remain available for
questions, and to address any remaining concerns. Members of my Board, DBA staff, and City
personnel also stand ready to answer any questions you may have,

[ end with two points. Firss, | want to reiterate how disappointed I am in the confusing,
unprofessional manner in which you are conducting this sudit. Your decision to select an
unrepresentative, outdated sample of demolition files severely undermined the Report’s accuracy
and credibility. Worse, as the Report itsell demonstrates, your auditors were told that the files
they were examining were not reflective of current processes.” Yet your office chose to move
ahead with a deeply flawed, misleading analysis.

I hope that—rather than simply attaching this response 10 your Report—you will take
stack of these concems, and thoroughly revise the Report. I also hope that your far-reaching
audit will soon be wrapped up. Finally, 1 hape that, when conducting future audits, your office
will abide by established professional standards.

Second, 1 wish to emphasize the critical imporiance of DBA's work-—and the human
costs that would be imposed if we mechanistically (and profligately) sought 1o require
documentation for every contract condition. You suggest that “non-emergency” demolitions “do

% see Report at 22 {quoting a representatlve from the DBA explalining that record-keeping was difficult “prior to the
rollout of Salesforce”); id. at 25 {quoting an HRP representative as explalning that contractors did not submit
breakdowns of casts “prior ta 2015").
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not pose a threat” to public health and safety. Report at 13, That is wrong. Your position
obscures the threats which blighted structures pose to the citizens of Detroit, undermines the
urgency and importance of blight elimination, and attempts to delegitimize the necessary work of
the DBA and our partner City Depariments.

We deeply respect the office of the Auditor General, and your crucial role in suggesting
needed process improvements. But such suggestions must ultimately be made with the best
interests of Detroit residents in mind. Your Report fails on that account.

A finding-by-finding response is attached as Appendix A.

CC:  David Bell, Director, BSEED
Boysie Jackson, Chief Procurement Officer
Arthur Jemison, Group Executive, Chief of Services & Infrastructure
David Massaron, Acting Chief Financial Officer
John Naglick, Chief Deputy CFO/Finance Director
Donald Rencher, Dircctor, Housing and Revitalization Department
Saskia Thompson, Executive Director, Detroit Land Bank Authority
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Appendix B: A Sample of Ten Recent Demolitions

-"'..I"J_!L_'.Y.:‘i of i:l.-l apact

'i Criterion I

Resident Safety and

i Protection 5 1 095% 5% 4
Pre-demolition Site

2 Preparation 13 !l 100% (% 2

Proper Disposal of
Hazardous Materials,

3 Debris, etc 10 5 100% 0% 5
Post-demolition Site
4 Restoration 27 12 81% 19% 15
Program Management
5 and Monitoring 24 16 98% 2% 8
Clearance and
6 Payments 26 13 97% 3% 13

Evidence of compliance has been sent to the Auditor General's office on 10/25/19. The
following addresses were used for the recent property sample:

12741 Meyers 19420 Lenore 3275 Wayburn
19751 Trinity 4159 Van Dyke 7322 Lawton
19031 Heyden 4405 Helen 9728 Kensington

4650 Helen



Appendix C: Finding-by-Finding Response

Finding No. 1: Did Not Meet Contract Performance and Timeline Requirements

Department/Agency Response to the Recommendation(s); This finding and

recommendation is based on procedures that have long been discarded. As outlined in our
cover letter, all data management and tracking for the demolition program—including
key contract-performance metrics and timeline tracking—has been migrated to
Salesforce.

In addition, the City and DBA now have a dedicated Production/Quality Assurance
Manager and several field staffing personnel. The Production Manager and field staff
help to mitigate and/or eliminate many of the front- end issues as well as improving
monitoring and tracking the timeliness of individual demolition projects. If a demolition
is not progressing in a timely manner, it is quickly discovered and one of the DBA staff
personnel contacts the contractor in order to hopefully get the case back on schedule if
possible.

Implementation Date and/or Timeline: N/A
Implementation Contact Name and Phone Number: N/A

Finding No. 2: Did Not Comply With City Policies and Procedures, and State, Local, and
Other Requirements Related to City-funded Residential Demolitions and their Contracts

Department/Agency Response to the Recommendation(s): This finding and
recommendation is based on procedures that have long been discarded. As outlined in our
cover letter, all data management and tracking for the demolition program—including
key contract-performance metrics and timeline tracking—has been migrated to
Salesforce. Examples of increased compliance from recent properties can be found in
Appendix B.

In addition, as outlined in our cover letter, we reject the implication that because a quality
control metric cannot be consistently tracked, it should not be contractually required. See
Cover Letter, Section [II. We will continue to contractually require contractors to abide
by the highest possible standards when performing residential demolitions in Detroit.

Implementation Date and/or Timeline:N/A
Implementation Contact Name and Phone Number: N/A

Finding No. 3: Lack of Documentation to Support Authorization of Payment

Department/Agency Response 10 the Recommendation(s): This finding and

recommendation is based on procedures that have long been discarded. As outlined in our
cover letter and in Appendix D, all documentation to support authorization of payment is
now accessible via Salesforce and/or the City invoicing system.

The OCFQ currently uses the Oracle Cloud ERP system to process and validate invoices
based on a 3-Way Match (Invoice, PO, System Receipt) for all purchase order

vendors. This represents approximately 90% of all of the Account Payable
disbursements. In addition, Oracle Cloud allows vendors to attach Invoices and any
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supporting documentation to the supplier portal, and the OCFO policy requires that all
Receipts have supporting documentation in the system.

e Implementation Date and/or Timeline: N/A

* Implementation Contact Name and Phone Number: N/A

Finding No. 4: Contract Files are Not Centralized and Data Related to Demolitions is

Inconsistent and Unreliable
* Department/Agency Response to the Recommendation(s): This finding and

recommendation is based on procedures that have long been discarded. As outlined in our
cover letier and Appendix D, all documentation is now centrally accessible via
Salesforce.

* Implementation Date and/or Timeline: N/A
* Implementation Contact Name and Phone Number: N/A

Finding No. 5: Demolition Costs Were Not Recovered From Property Owners
¢ Department/Agency Response to the Recommendation(s): The decision whether to try to

recover demolition costs from property owners ultimately rests with the Law Department.
In many instances, it is simply not worth the cost of attempting to recover demolition
costs from individuals or entities who may be judgment- proof. The Law Department
continuously evaluates the prospects of recovery, and will continue to do 50 on a go-
forward basis,

o Implementation Date and/or Timeline: N/A
* Implementation Contact Name and Phone Number: N/A

Finding No. 8: DBA Did Not Fulfill Its Duties As The Program Manager Over City- funded

Demolitions

* Department/Agency Response to the Recommendation(s): DBA rejects this finding. The

Report is based on stale, outdated data which in no way reflects current practice.

e Implementation Date and/or Timeline: N/A
» Implementation Contact Name and Phone Number: N/A
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Nouficaion End
Dae, MDEQ
Demohition
Coniracior N/Ame,
MDEQ Domelition
Netificabion Type.

notificzion for 4403 Holen sinee this property wat en cmengency
demalition




9 b theo my cvidencs that Contractor

Pee-Demol b d 10 the City sampling and : <| 'l'ltedamhuu mumwdtodnthu but nol ry mdl.omde
Site Prg fysis for mrk of 0 | R mdcweforead: demolmm ‘St ls;‘ﬂqﬁdia do 0, )
asbestos fibers? 2 i s | i A = e
10 [s there any evidence that
Pro-Demalit C b d Posts ab Y= C ore d to subemit gn mir | for
< o |
Sie Prp ar i and i was completed by R e = D exch property o Dcmvmlt
o independent thard prty conlractor?
Proper Desposal of |
Hazrdons 11 Is there sy evidence that wbestos § Wasie load tickett/manifests e uploaded by demo w
Moo, Debnz, |waste was disposa in Type I Lavaapro| Do Contmaor} - HRD [ Salsfors | Docusaall Dot
e
Proper Dispasal of | This has always bem mquitad, it just wasn'l documented Naw, Nidd
12 s there evidence that the Contract .
Hl_nfdou complied with he wetaver “1  DBA Fielt HRD —— NIA Linisons moﬂlt.or den.nlmnns @ the usc of waler ond cmplete acheckling|
Maieriad, Debrs, R Lamzons for every ed dem ol The theckl fudes wetowed Sen
ax cquisaments N
i '"DII' a2t of I3 I# 1here sy ovidence thal otl debns Wante Joad ticketsimanif Yasdad by dom
was disposed in bewised Typell | Dema Costractor]  MRD Salafore Decuvault e e up by domo L
Muoimal, Debris, Docuveult
7 sannmry bandfill?
Propes Desposal of | 14 1s thae ony cvidence tha comies of
Hazwdous loewdfil) reveipts for every Jood remaved | Wite Jond tickataf fests ore uplonded by deno 1o
Muerial, Debres, | wre maisaincd for exch iay s ware Demo Controctor]  HRD Selesiive Docuvault Docavault
dc wasishle for inspection?
15 Is thocany evidenes that Locd-oum
Froper u”;::" of of demoluion debins win complacd Knock down date | The demoliti 1s muived 10 do this bt aol requered 10 show
Matenal, Debna, withip 43 houns pfigr knockdown date 1D¢mu Cantractor DBA Salalone &id Dpen hole evidence. We know lood oul is when Open hale
u' * | (epplics to both Emsergency and Non- regquestod request is entered into SF
= Emeagency?)
Proper Duposal of | 16 Is thoe any cvidence tha monifests
Hazardous for the disposal of wasie zad mpciols Wane loxd nckets/manlests are uploaded by dema [
Mzzenal, Debag, wore furmished to the City or it Dertio Conteactor| ~ HRD L e Docuvault
3 athonzed nep?
A certfied conyultant hag been in place tince the beginming, of this program
Backsill Damolition contracturs must subimit bock il doumentation to the baekfilt
Posi-danalt t7 Is there evidence thas the Contractor Backfill T ob pletform for source review oad npproval Owee spprovad, demalition
S:n o .;::: comphed with the Backfill Demo Contractor| DBA/HRD [Plaform/Sate '::'::r; YO, | ontracron crene individual ions for cach propeny i Salesforsa and
B Requirements? sforee: B xkf;l Bmf‘ upload the incking {load) tickets 1o Docuvault  Process hes dhanged since
i Quantity the start of the program  See attach hownng the key ch and
protacals added
If 2 contractor nesdsiwants to |luckp|le. they thust sabmit proposed
Bockfilt kpmling b and | plans to the DBA or thor asugned
I8. Is there any cvidence thal Backhill il 4
s demelilion sockpiling locations weed by the  |Domo Comtrmcior]  DBA | Platform/Selc U Obyecs, for review ead pproval. Faslure 10 secuive pproval pror o
Sate Kestormion Conleis wae table by the Crty? tforcs Brekfill Source, stockpiling, nsay vesult in demind ol the bkl In these msisness,
aeeep & Baekfill Quantity stockpiling was not necassary s backRil was tken dirtly to the

demolshion sne

Post-demelition
Site Resiomeion

19 Ly there sy evidenes tha
Contoxtor submitied “Dust Comtrol
d Momtonng Flan™ pror 1a
sockpiling 10 nddress sourees of
fugitive tmitssions from the site?

Py ¥

20 ls there ony evedence ibat the

N

C

Sne Restoration

Cily to Iranspent soil 1o the stackpile
site ol a mavdestial sice?

approval fom the

VAL E ) B

Sempling is ck_:nemhe soekpilc lumn:_ Aq pol-uL-I risk is mmg:d
bechite sampling 15 done nluute ‘Process hay changed tine the siat ol the

i on

! progam. Sum-dzmﬂmqngthe I:g-‘dmpmd,pmmoh

Posi-demolition
Sinc Restortion

21 s there an ovidmon that the
Coniractor remeoved the following fiom
all distubed ground surfaces before the
open hole inspection and placenent af

fil
a  Vegdaion

bt Topsml
¢ Debns

d  Trsh
e Woand

umatisfactory soil mptenals
f Obstruciions
8 Delaerous maenals

BSEED

BSEEDVDB

Salmforc

BSEED Open Hole
Approval, BSEED
Open $Hole Falod

Thus 13 evidanesd by the foct tha there 13 2 final grade ppproval by BSERD
in Salaforce Onex 12 watisfied with open hole requirement, on
Opem Hole rquest 15 st to BSEED vin Salesforee IF BSEED is not
stisfied wath the siichm boen properdy cleared, the open hole mspestion
would £l Each siie wos propaly degred, evidonend by the apen hole
approvel date in Salesforce

B, d I
F

22 Is there on evidence thal the
C placed backfiH end fHl

Site Resieraiion

matertals in layers of 187 in loase

WA

depth?

A

mmmrdupmiﬂudmnml&mwmmpltm




Post-demolition

23 s there ony documentzion tha

Conirctor oblzmd zpproval from the s

Cuy brfors dischaging excavation

lturui‘ orls rupnnﬂblefw

SileRestoration | waler to erther of the followsngs BC BpprYe .ﬁnm'ﬂ.w:\.
o Mumapal sterm sysiem, of ta the T
b Surfice witen S TR Ers ;|
h
e :;‘L:“:,;':‘;";l:ﬁ":‘;::; o8 gsgep | T i cvidemoed by the Fxs thi ther 1 & fnal grade epproval by BSEED
| suth h Wi in Solesfores, Onee 15 saithicd with grading. there Winler or
Post-demolition '""""""I?d’:'; :mm:’ St Desno Comactor| BSEEVOB[ ¢ o A;::::"‘;’sg‘_;_‘gf Final grade request (deperding on time of year) is sent 1o BSEED vip
Sne Restorion o Excosive nnofF into adyment A \Vimu-fF:ml Grode Sedeaforcs and BSEED revicws for complionce. If grading did not mect
e Fouted rxuitements of the scope, the spproval would be denied. Due 1o the ot
b Foating in the lot o usell that all mites pasaed a final grde, pmding was oppropoiste
BSEED This is evidenced by the fat that ther v a find gmde spproval by
BSEED. Once contractor iy saisfied with grading, ther Winter or Final
25 Is thoe ony evidentx tha the top Winter/Final Grade :
postdemolilon | o1y} used o 10p of the groding was 4" |Demo Contractor] BSEED | Sutesforce | Approval, BSEED | 5720¢ Rjusst (depending on tume of yoa) t s 1o BSEED via Salesforcs
Sie Restornon in depth? Winter/Final Grada| &4 BSEED roviews for compliance If tapsoil did not mext roquercments
' Foled nf the scope, the epproval would be denicd  Duc 10 the Toct that ol sites
passed & fing) grade, toptoil was spproprinte.
26 documentalion th
mn!ylli’-jlhz::ﬂhel T;::l::ni :-:u Backiill This proecss hat changed and | since the progren began in 2014
D o uncontgmiraed? D:p Is thero any Demo Contmctor] DBA Salesforce Transaction Objeat, vath incrested reporting to the back il platform Plans soc aitoched
Site Restoration corufication fom the bemow source Buockfill Saure, | vimeline and Backiill prescotalion While this wasn't decsmented in 2014-
Backfill Quantity 15, if 13 1oday

that topsoil 18 uncontzninated?

Post-demuhtion

27 It thae any evidence thal “No

Site Restoralion Mow” Jown seed was used?
28 Was mhonzalion obianed from
;F’t:m"mf"" the City when a type ather than *Na
e Restoration Mow” was used?

Post-demalition | 29 I3 thoe sy ovidence that siaw Sidewalk )
Swe Restoration | muleh was used in the plnting wea? Demo Commegor DBA Salesforme Thes i3 evidencod by the i 1kt there 13 0 BSEED fined grode sppraval

, 30 Is thero any evidence 1hat the site mh_a'éi-r: n mpeu 10 ra1pw glwid!e_ M fq,uli’m nd
;:“:":;I:m" was watered within 7 days of the = This fa a reference only, b ;: ute £o wmplimee Conirctons & are,

= ton scaiing dme? e "n:! 1o pmmde doaumention to mmmpﬁm& =
35 Is thare my ovidenca that the ;.,‘qdn@’iao‘gimmdmmﬁw il pplicable In uldl

Past-damalitian | e rits mnd strocts ore swept doan ,\ “’v it _E‘_:- Thiz i3'a arence only. | lommfu\'i

Sie Restoration

and wished down afler load-oul?

re complimnce Contractort are.
mpimu. ]

" not Toquired {0, proviee documeniatios 19,

32, Is there any evidtice that the
el - r were L
by the contractor from BSEED at beast
24 houts poar 1o he date of
mspecuons fat cvay ron- cmorgency
demalilion?

DBA monitors and compleatcs & dano obsavalion diesklist o ench sne

Beby — sl e I — an site mspnmon is done by BSEED a npcn lm|:
T — A -
Pp't-dunellllnn b Load-out :
Site Restoiton b 7
BSEED Cpen .
¢ Ope Hale Deme € BSEED | Selcsforce Hole BSEED iy holc 1nyy e and genenally
Requesi/Appioval L ¥ . by the next day
d Backfit Dano Contmctor] BSEED | Salsfors B"’"“'L::‘“"‘"‘ BSEED porfoms inspections
BSEED Fina) Qnee contrictor is salisfied with groding, their Winier or Fing) grade
& Fing Grode Demo Contractor| BSEED Salosfone Grade iequast 15 st to BSEED wia Solesforce, (depending on the ume of year),
Request/Approvd and BSEED revicws for compl
13 Arse there ony evidences that 1he site
Progmen was manitared by the Cily of 113 rep DHA and/or BSEED complate the ab: d checktists for
Mongement nd dunng dl phmas af oBABSEED |DBABSEE| SelesforedS | demakition, open hole smspection, backfill and winter/finsl grde
. b maonshees
Manitonng a  Demnolition ond mspecuon
b Backfilling
34 I3 thoe any evidenes tha
C denied EPA p | 19
Progrom a  Enter demolition sies
Management aad b Review any reconds, NiA EPA N/A NA if aceeys was ever demsed, EPA would have snformad the DBA ond City
Monitoneg ¢ Inspoct any domoliion methads,
ondfor
. Somple or cbserve any emissions?
Program 15 Is thee my cvidenee tha the sgrood Planed Knod 1 » contractor nesds 10 Mave 2 knock date 1o another day, tha new dale 1t
Manag and | wpon schedules could nort be bept due {Domo Conmtmcior]  DBA Salafors I!m o) cniered inio Salesfares by the duno contracior and noles e entered 1mo

Monitenag

1o unfarcsern croumstmes?

the: notes ficld.




Appendix D

Program If n contmetor nocds 1o move a knock dete o ther day, th d
all ' . 1] o ol . that new date 1s
Managenent amd y?}d d the E:J':m.m .m.mf' ? |pemoe Contmae|  DBA Saleyforee le ;:’d entered wnto Sedasforce by the demo conteacior end pates are eitered wnto
M:ml.nnng i the notes field
fpEn b ifyes, did the Cuty o its ip 13suc
M:lla::::s::‘ :wl " mzm approval ln);he Con':;anﬂ N/A DBA NiA NA Wntien approval has ot been d, eniry inio Salesfore 15 rquired
15 s there ony evidence thal E
Conirxctor submined via ematls WIP 3
Program stnlys on Excel Format on all open o
Management end VIS oviry Ef
Menitonng a  Monday, I
b Wednesdsy, mnd &
e Fnday EES i
MDEQ Abzioment
Nouficmen 1D,
MDEQ Abzonoit
Notification Sten
Date, MDEQ
Abatemen
Notsfication End
Dac, MDEQ
Abaemens
37 ls there ony evidence that Cuntractor NIAme,
rogram L;.n:"u“ :"T:"::d copies af the e B oy Demulitiun conirxter must notily EGLE (lermesly MOBE() of th eni
bllowing bo the City or s rep ] LARA/Sales]| : —
M::ln::‘r;:;:‘ :\d & Elmirome notificahon of ment to_| ContmanrDBA DBA/HRD v :::éﬁoal:;::l;?; lnpdufmh-sh 10 businexs days before demolition, HRD requires the
Rengvng/Oemolish that was filed with Notficouon (D, in their g packat vin uplesd 1o 0 L
the MDEQ MDEQ Bemolition
Notfication Stont
Dac, MDEQ
Demohtion
Noitfication End
Date, MDEQ
Demalinon
Contractor NfAme,
MDEQ Danalition
Motification Type
+ ASB Venlier
Wiame
= ASH Potl
Abmement
Venfication Staruy
« ASB Pest
Abatement
Document LRL
3% 1s thoe my evidence that the City a0
or s 2ep conductsd inal ki~
Trogeam uﬂiﬂmﬂ;‘.lm.l:.;ﬂ.lm.fux:im lhal. i ) Abumzr‘;t::p Yes A third pany | | ducts o post oh
M L and - . ..ucml DBA Sabefores Dato iaspection and of clewed, wall upload o Pont Abatemont Venfication {PAV)
; ::"ml - b Al il rastar - ASB Pout to Salesfores ANl demalstions must hove a eleed I'MF Sum-nuu pnocio
. records ) proper arda? knocking, wnh the ol E
Nota The inspection is done per the QEacnatzsd i
discretion of the City ar its rep e
« ASH Post
Abatement Failed
Dac
* ASB Port
Abmement Aras.
N/Acosnble
= ASB Past
Abatement Times
Failed
* ASS Pont
39. M the finad chesrance was dane, bt ‘“’“""'D:' Pousad | ves A thied pany cav ! cansul docts 8 post ch
Progrm m:?m:":"::i:.d'nbrol::i:::.: :ﬂlui::m Environmenz! * ASB :'“ lMPﬂflﬂn . ﬁ"l" Py fﬂﬂl'fﬂﬂ' e SV i
Mmagement ond Aot 1o ot | oy DBA | Salesforee | Abaenont Failed | <P o ail ramaning | A sezond post
Maaloneg i " P : Datc [tY and 1 deared, 2 Post Abdemem
mdmnmn e « ASB Poxt Venfication (F:\V) will be pom:d to Salaforee nllowing the knock 1o toke

Abatement Time
Falcd

place,




Appendix 1)

40 Did the contmactor submn bl
reeepls or waste monfests winh

Clerances end svotes, withim 10 days of the Demo Contmctor]  HRD Salesfaree/Or Docuvaull/Oracle Thas 18 no Jenger part of the swpc_Cnnlmm are encouraged 1o submil
Toyments completion of the projoct” olc invoices fs quickly s possible
I Na, payment will rot be processod
i 4 4l [s there any evidenen that payment
:u:nm = was processed before mandests and Nig HRD NiA N/A A sequired d must be I pnor to piay
dyments mvoiees wore submitted?
Domolition contmctors must submun eztegary 3 backl d and
Bockfil informarion ta the backfill ploform for source review ond approval  Qnee
Tast-demolilion |42 s there any evidence that contradiar Salcsfonc'Ba mei“'m’ ot weproved, detnolinion contractors creio individual Srnsactions for ech
Site Resto = s C Eny 3 bock 1l i J0emo . DBA ckfill Bockfill § ) propaty in Salesfore and upload the trucking {load) tickers to Docuvault
sta Restorahion | uted Catogory tRmerizs, Plaforn | o u:k!‘:l 99 | Al propenties with “N/A™ (Not Applicible) wor back ited with it o
il Quantuy Category | or Category 2 ) Thorefare, the C would not
have prseniad my evidence of using a Category 3 mutenel
Demolitian contracion must submil azegory 3 backfill documentesian and
Bkl shlamation to the baskfill platkorm for source review snd spproval Onco
Past-demolit 43 yes, dul the contractor submit 1o Sctesforce’Hn T - appraved, demolition crcate mdividunl teansactions for exch
5:" Rm‘m';lnn the Ciy a Reqquest far Approval te use |Demo C DBA ckhll :::?:r;w“ property in Salesfores and wpload the trueking {10ad) hekets 10 Docuvault
e Category 3 Brekfill Maenal? Plafmn | o ﬁr;] OUTCE, Al propestses wath "N/A® (Nat Applyeshle) were backfilled with either x
i Quantity | ey expory b or Cotegory 2 1 Therefore, the C would not
have presenied sy evidence of using o Caleyory ¥ matezial
44 Dhd Coniractor submit weekly
Backiill Materidl tracking logs for ol
backhil) cxegones (), 2, &3} to the
Owner's Documen) Repostory |
Pragram "E u '; i IT o doticnaed SalesforcaHa Bdﬁ(l‘li::;.mlm Demohilian contractors must submit backfill documenistion and
M it ad i T — Demo Comractor]  DBA il Public/Prsate information to the backfill platfarm fur source seview and approval Onee
Monitonag Note. The logs shauld show Platform Hokifil) Soutce, ppeaved, o th y e
5 Source Cuantity propeniy in Salafarce and upload the trucking (load) diars 1o Dacuvault
b End use location,
¢  Cuantities, and
d Daos
Cleormnos ovd | 45 Were oll dosumentalion presented Selesforee/Or b To receave poyment, the demolilion contrson must submit sl rquisd
Payments an oganiztioa’s detierhend Dero Contaior| - HRD = invoiong d 1o HRD
46 Wz 1ho Request for Payment for e e e e
eoach proptny broken down into the
Iollowing cost miegones
Clearmecs md 8 Abzioment
Payments b  Demnlition
¢ Seading
d. Grading, ond
e Toid for the specificd property
47 Dud the Request for Payment
Packet eonizin the following
& A cover looer
b. Schadule of Values and Swom
Staement (or =ach propeny addiess =i 3
r.ﬁ::mn stxunct:‘:fu:nvm of lien ‘ﬂ\edemoh m?m_m.hu M“i“‘?_ﬁmr rl'k e b
d. Building permut Dono Contrxtor|  HRD Solmfores Dotuvaud]
& Nouficgion of Intent o Renovate/ Demo Coriractor]  HRD Sdefrs Do "
Demolish Lo
f. Find grade inspection recenpt Demo Contractor]  MRD Salesfores Docuvautt
# Documentation of sharement Demo Contrador HRD Salelnce Docuvault To recove paymant, the demolition coniractors must submt ol requtred
o nd octivilies end wasie dispesal nis 1o HRD
:. s h Do of onge of backnill Ocmo Comtracter]  HRD Solesforse Docuvzalt To recerve payment, the demolition cortractars nrust subma o] mquired
° d 10pseil sourcs invoicing decumants io HRD
i. Documentotren of onalytical detn or I
centifienion venifying matenal is nel hDuna Comrator] HRD Salesforee Docuvault To receive payment, the demolition comtraciars must subent o8] reived
e e invoucing documents 10 HRD
T D S t— - T

wre sncompliznes with the M1 Workers® .

| e damofiion cntexctor s required.to do.thi but not required 10 provide

Brsability Compensation Act E : WN = 3 me { L site
roquirement 4 ERTE A S e A A b HSETE i
kD e — |7 Corkmstos e expeiad 6 oyl ol o gl wed
wm Ihcemat autherities This 1£ a relerence only to ensurs compliance. Cankracions wre

ot requinest 10 provide docamenistion 10 prove complisoce.




1 Secding and Waening Reprort
m Scad Iags identifying corroct socd
usod per specificzion e = : AL ﬁ*m““u“nﬁ‘ﬁh
n. Before end afier mretures of the site To rcceive poy the damol must subemit ol ot
Uabeled) Rl L) e ——— invoiang d 1o HRD *4405 Helen only has picture of before
Roturmed by
Coentmctor RFP
fidd on Salesforee | The DRA assignt on Salesfores oely to prog They have
. Used 1o track o | receved o Notiee 1o Proceed on. Also tracks whieh groups the propertics
Clermnes nd rln:lt:\e:::mru:‘o:‘:?r::'::l‘::i ar ocr DBA/OCP Salesforce/Or | oid or pullod Frap v.\ie ,w[,]d from on Sa!ul'mm. Contractors have reports avzilohle 1o them
Paymcnts from the gusd? e BrOups, not just  jon with o) propertics. Ifhey de not sec n propeny on
Rewms | Solesforee, they con eheck ther contract 10 confitm 3L was putled afler the
Also Salesforez ume ol bad o oward
Reports folder for
Dema Conircion
49 Ifyes, was the regon for remaval
due 1 ather of the following prior 10
actual demohiiion dote?
u  the structue i3 Yestroyed by fircor
orher calarmity beyond sts present
Cl:;:::d condilion, or ducto NIA N/A Solufure NA
b The pretence of environmental
hazrds
Ifno, bnelly stxte the nason of
remuval med xiadh evidance 1o tlis
repony
Program 50 s there an evidence that the . X
M st and | onginal sgreed upon sehadules were |Deme Conmace]  DBA Selastores I'l;\mnu! ;:n:l: If a contractor needs 1o musr;: l;nnr.k date to mother day, tha now daic is
Menitaring modified? v Datc ontoral inte Saletfore by the demo contacior
51 [ yes, wms the reson for schedules
ey DBA Field Notes,
T | S mmees tht cassad ok (s bo DBA Field Notes | Feeld tssues are tracked on Salesfores via thos ficlds if this 18 the reason
IgicT Ip ounside of C usupl DEA DBA Salsforee y N
- ‘ Aweek? 1T No, binclly statc the Dae, DBA Ficld ot the modified schedales.
rexsons of medification od attach Netes Ciased Dae
evidence to this report
Mm':‘;: md |52 s therceny cvidonco that thestaed | ocp | SstesforeeiOr A
Manitenng conimet prolocols wore revised? pele
Final Crade
Requested
Winter Grade
Requested
BSEED Fees Owad
BSEED Open
Hola Appraved
Einal Grade Second
Reqrest
Fingl Grade
Inspection
Scheduled
Winter Grada
Swuad Request
BSEED Winta | Dano contracior emena Open Hote, Final Grade or Winter Grda inspection
cl i e :::::m '::':n Demo Contractor| DBARSEE| o | Grode Approved on Salesfore. BSEED scheddules the insy enters those
Payments y Tidemerk® & BSEED D Wirter Grado dau on Solesforcs and then enlers the opprovals or fuls imo Salesfores.
Inspection Plexe note that Tidemark has now bee replaced by Accela
Schadulat
BSEED Fina
Grede Approved
BSEED- Open
Hole Faled
BSEED Winler
Grade Foled
Open Hole
Requoied
BSEED Fmnal
Grade Faled
Opan Hole 2nd
st
RBSEED (aen Mol
54 1s thoe cvidemee of the Notiez to
e Procend documentation being in the HRD DHA Salafore: D eaImas DBA Also Adds Dte 10 Sl ofons
Payments file Proceed Dxe




[y ]

Clarmees :nd
Payments

55 |s thers evadence that ke contrcior
started work after the Noties to Procox)
decumentaion was ncaved?

Dema Contractor]

DBA

Saesfon:

Abaiement Sub-
Commrtor,
Abatement Sian
Date, Plantiod
Knotk Down Dute,
Knock Davn Dite,
Open Hole
Request,
WintaiFinal Gmde
Request

Plense see Solayiome ropon 1o see dates for Nalies 1o Proaccd and knock
dale

Managatient and
A

36 s there cvidencs that the coniracior
stated work 10 days (Or 24 houns if

By demolition) afier iling 1he
Notice of lntent with MDEQ?

Pema Coanlmctor]

DEA

Salefore

MDEQ Abztoment
Noulictsan 1D,
MDEQ Abzicment
Nonficaion Sim
Date, MDEQ
Abxtemon
Notifcatian End
Daie, MDEQ
Abaternent
Contractor Name,
MDEQ Abmement
Notification Type,
MDEQ Abatement
Sub-Contracior,
Abatemont Sian
Dare. Manned
Knodk Down Date,
Knodk Down De,
Open Hole
Requent,
Winta/Finad Grade
Request

Plowse see Salosforoe repon 1o s dales for Notiee 10 Proceed and knodk
daic

Progmm
Meanoement ond
Monitonng

57 W these evidones that the site was
acxessible for demolinan afley the 10
days? If not, ts there evidense in the

filz showiny tha the contractor noified

the Demolition Division withun 24
hours of this situation?

Damo Contractor|

DBA

Salesfone

MDEQ Abatemem
Noufiction ID,
MDBEQ Abatement
Natificoion Stan
Date, MDEQ
Abxtement
Notification End
Date, MPEQ
Abatement
Contractor Name,
MDEQ Abatement
Notifieazon Type,
MDEQ Abalement
Sub-Contrator,
Abatement Stan
Date, Planned
Knock Down Date,
Knock Down Duic,
Open Hole

N
Winle?Final Grxde
Request

BSEED will nonfy the DHA «F the propeny b ] BNy
demalition. and the DBA wil work with the Cuy 10 quickly move the
propesty 1o demalition

Progam
Mlangement end
A

58. Afler the Open Hole lnspection, s
there evidence that the Backfil) was

plcted within 48 houra?

Damo Coniractor

DBA

Sclesfaree

Backfil Complcte
{date), Final/Winier
Grade Requosted

The back Bl policy 13 6o longer 43 haurs, 1115 14 days sfter Open Hole
Approval  Pleuc soc Solesfore report for daies

Progran
M and

59 1s thoo any evidence that the
mmplae denolition xtivitis

hlenitonng

duding clean-up by the daed
sndicated on the Nellre v Procred?
(for non- emagany]

Demo Coniractot
& BSEED

DBA

Salafon

Demo Contractor
Procod Date,
Knock Down Dare,
Open Hole
Requested,
BSEED Open
Hole Approved,
Final Gmde
Requestad,
BSEED Final
Grade Approved

Plexe see Sodesfore report for all mlevant demalinon daiy




Appendix P

Demo Contmctar
Proceed Do,
Koock Down Date,
Open Hole
Progrzn 60 Foremergency Wore ol the Demo Coatrocton Requested
Menag ond | & acvilies, including clean & BSEED DBA Salesforce BSEED Qpen Pleasa soe Salesfors repont for all redevant demolition ducy
13! ing up complaed within 7 clendar days? Hole Appaved,
Finad Grode
Requested,
BSEED Final
Gmde Approved
61 s there evidence of withiy shul off*
requests for the following?
e e - Yo e % Demeolifion contractons asé authariaad 10 shat off d diconaet waier -
ProDemolilien e !L'A g '_H{A. L E[I'i\ i 2 NM_ ST sarvices 10 each aigned propery. - .-'
Site Preparalion b G DRA baA Salesforce iy DBA recsyes e-manl confirmation frem BTE ad snputs disconnent
mfa into Salesk
¢ Eleine DBEA DBA Salafore UTIL DBA recmves e-masil confirmation from DTE and inputs discosneat
fi nto Salesfone
62 Is there evidence of confirmation of
utility disconnexts?
2 Wag A A o A clition contraciont are anthorizvd # shut off snd disconned waer
Pre-Damclition 5 Senaced 1o each msigned propenty.
Ste Prepention b Gas DBA bBA Solesforce | Unl. Gias Cut Date DBA reecaves email confirmation fram DVE and inputs disconneet
i into Salesforee
¢ Elestne DEA DBA Saloforee Uil Electnie Cwt DBA mooives e-mzil confinnation firom DTE oed inputs distannect
Dae informz10n toto S desforen
Progran ?b:lh“ ":'dum: of the coniraciar Hanl copy Not tracked on Salesforee, OCP ey fi o the lime
Manogement snd d TG e I i (N Smurance Demo Comtpai|  OCP nd destiomc N/A of Nolice of Award and mainiun etificates through the term of the
Manitosing i urlnlg '.lw lm;n of ll: conirmt? . e sgrecment
Progrm 61 i1 lhuumdu'::nl‘lhc::dmolmm s s i 43 by the dem
pormit or oy other required permnit = 1 r5sucs g, permat which o8 then provs | o
M:;m;:m mantaned sn the file for the L EE Lol comracior as part of the invaies packet which 15 reviewnd by HRD
cantrxiosr?
Program 65 Is there evidoce of @ Paformance Hand copy
Mmagement ard | ond Poyment Boad for the controt | Demo Comtracter]  0CF  |and elestennic NIA Nt trecked on Selesforee, OCP ":::" bonds g tha ke of Nowce of
Monitonag price provided by the Contractor? wFy A
Prog Selaforce/Or| Notice of Awend
Mansgement and | 66 s there an awrd lester in the file? ocp oce e Date DBA enters the Award Date in Saletforee. OCP maintons documents
Maonilonag
Ctmrd 67 [s there 8 PO or controct in the fite? oce ocey Onxle WA OCP mauntans docurnents
C lewrmnees md J0. Was the contmoy OCT subming sl Cnty demol 1o City Counal for mview and
Payments spproved by City Counal? ocr ocr Oraete e Al




