DOCUNENT RESUME
07011 - [B2267239]

[ Survey of the Harrison County Head Start Program, Gulfport,
Mississippi ]. HRD-78-82; B-164031(1) . March 10, 1578, 8 EP.

Report to Rep. Trent Lott: by Gregory J. Ahart, Director, Human
Resources Div,

Issue Area: Accounting and Financial Reporting (2800).

Contact: General Gevernment Div.,

Budget Punction: Income Security: Public Assistance and Other
Income Supplements (604) .

Organization Concerned: Department of Health, Educatioa, and
Welfare; Department of Health, Educaticn, and Welfare:
Administration for Children, icuth, and Pamilies; Departamert
of Agriculture; Harrison County Civic Action Cemmittee,
Inc., Gulfport, MS; Moore § Powell.

Congressional Relevance: Rep. Trent lcott.

The Harrison County Head Start Program, operated by the
Harrison County Civic Action Committee, Inc., in Gulfgport,
Mississippi, received $2,246,424 in Head Start funds and
$243,735 from the Department of Agriculture to reimburze Head
Start's food costs for the 13-month grant pericd ended August
31, 1977. & survey examined the audit work perforamed by Mocre §
Povell, a certified public accounting firm, in its audit of the
prograa for <che 13-montt period. Moore & Powell ccnducted its
audit with professional care and in accordance with GAQ
standards and Head Start audit guidelines. Some Head Start
employees may not heve been qualified fcr their pcsiticrs and,
since the grantee did not maintain dccumentaticn supporting
employee Promotions, GAC was unable to determine whsther the
filling of vacancies complied with the Head Start Eanual.
Enrollment nas declined for the last 3 years and was below the
1. 21 required by the grint in Noveamker 1977. A review ¢t the
eliqgibility of progiam participants shcwed that 21% of the
children enrolled in t¢he pProgram were from families whose tota]
ircome exceeded the poverty level. Siauce guidelines state that
DO more than 10% of enrocllees may come frcw families above the
poverty level, 11% of the children were ineligikle tc¢
participate. Other problems noted included a lack cf ccntrcls
over property and supplizs, unnec~ssary rayments for bus
maintenance, and wide variations in food costs. (RRS)
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The Honorable Trent Lott
House of Representatives

Dear Mr. Lott:

As requested in your August 26, 1977, letter and as
modified by subsequent agreements with your office, we
have made a preliminary survev of the Harrison County Head
Start Program which is headguartered in Gulfport, Mississippi.
The Harrison County Head Start Program is operated by the
Harrison County Civic Action Committee, Inc., a Community
Action Agency, as grantee.

The grantee received $2,246,424 in Head Start funds and
$243,735 from the Department of Agriculture to reimburse Head
Start's food costs for the 12-month grant period ending
August 31, 1i977. 1In addition, the grantee received $§308,925
from the Community Services Administratioa, $351,319 from
the Department of Labor, and $63,719 from other Federal
programs. Durirg the grant Feriod, the qrantze operated 14
Head Start centers that were dispersed throughout Harrison
County.

We discussed the results of our survey with your office
on January 31, 1978, with officials of the Administration
for Children, Youth, and Families (ACYF), Department of
Health, Education, and Welfare (HEW), on February 1, 1978,
and with officials of the Harrison County Civic Action
Committee, Inc., on February 3, 1978. Fepresentatives from
your office attended our February 1 meeting with ACYF
officials. As you requested, we did not obtain formal
written comments from HEW on our findings because of the
additional time required. However, we considered oral
comments obtained from ACYF and the grantee in preparing
this report.

HRD-78-82
104080
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As agreed with your office, our survey was directed
Primarily toward examining the audit work performed by Moore &
Powell, a certified Public accounting firm, in its audit of
the Head Start Program for the 13-month period ended August 31,
1977, and reviewing the firm's audit report issued on
November 14, 1977. We examined the firm's workpapers prepared
in support of its audit report and made test checks of its
varifications. In our opinion, Moore & Powell conducted its
audit with due professional care and in accocrdance with GAO
Standards for audit of governmental activities and Head Start
audit quidelines; and the audit report adequately reflects
the results of the audit work.

Also, we obtained and tested data prepared by a consultant
that was selected by a steering committee to investigate, among
other things, parents' complaints about Head Start operations.
The steering committee was formed in September 1° 7 at the
direction of ACYF, Region IV, Atlanta, to (1) review the parent
policy council's concerns; (2) determine which of the council's
concerns merited further investigation, and {3) recommend solu-
tions where problems existed. The steering committee is com-
prised of three members elected by the parent policy council
and three members elected by the grantee's Board of Directors.
In addition, a representative from the ACYY Region IV office
and one from the ACYF rteadquarters nffice sarve as members
of the committee.

Moore & Powell in its audit report stated that during
the program year, the grantee had improved its internal
accounting ané administrative controls and had generally
Administered its program in accordance with Federal cequire-
ments but concluded that further improvements were needed
in both areas. Moore & Powell and the consultant recognized
several deficiencies in the cperation of the Head Start
program which we believe need te¢ be corrected, as discussed
below.

SOME PERSONMEL MAKING
HEAD STARY DECISIONS
MIGHT NOT M5 QUALIFIED

In our discussions with grantee personnel and Moore &
Powell, we were informed that some Head Start employees
may not be qualified for their positions.
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The grantee's Execitive Director told us that two of
his key staff, including the Head Start Director, were
unqualified for their positions. He said that he has been
unable to fire the Head Start Director because his decisisa
to fire him was not approved by the parent pclicy council.

Head Start Instruction I~31, section B-2, dated August 10,
1970, provides that only the grantee's Executive Diredtor
has authority to hire and fire a Head Start Director and that
only the Head Start Director may hire and fire progrem
staff. This instruction also provides, however, that the
Farent policy council must approve or disapprove all personnel
actions within the Head Start Program.

This instruction also provides chat the grantee's
Executive Director and Board of Directors are responsible
for the efficient and effective administration of the Head
Start Program. The grantee's Executive Director told us
that although he is responsible for the administration of
the Head Start Program, he has not been able to fulfill
this responsibility adequately because the parent policy
council had not approved his decision to fire the Head Start
Director.

ACYF officials said that an amendment to the instruction
has been prepared to allow for binding arbitration to solve
disputes such as discussed above between the parent policy
council and the grantee. These officials told us in February
1978 that this amendrent was awaiting approval from the
Sercetary, HEW.

The grantee's Zxecutive Director also said that the
grantee's policy of normally £illing vacancies with per-
sonnel from within has resulted in persons being promoted
into positions for which they were not qualified. This
policy of filling vacancies from within is encouraged by the
Head Start Manual of Policies and Instructions. The manual
provides (1) that Priocrity should be given to the employment
of parents of ponr children and individuals from target
areas and young people from poor families who have training
in child develosment work, (2) that these persons should
be provided with training and exrerience o broaden their
skills and to advance them to pusitions of greater respon-
sibility, and (3) that promotions must be based on superior
performance at the lcwer job level and a showing of potential
for future development.
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The grantee did not maintain documentation supporting
employee pcsomotions. Therefore, we wzre unable to determine
whether the filling of the vacancifs complied with the Head
Start manual.

GRANT ENROLLMENT L3IVELS NOT BEING MET

ACYF has furded the Head Start grant for the past 4
grant years at a level to serve a combined total of 1,80v
enrollees in full-time (6 hours a day. 5 days a week) and
split session (5 hours a day, 2 days a week) classes.
Although enroliment in Head Start in the program year ended
July 31, 1975, exceeded 1,800, enrnllment has declined
during the last 3 program years anéd was below the level
required by the grant in November 1977. The enrollment
for the past 4 program years based on available records
is shown in the table below.

Enrollment as

Procram year verifi~d by
ended July 31 Moore & Powell
1975 1,827
1976 1,725
a/ 1377 1,653
1978 b/ 1,559

a/Program year ended August 31.

b/This figure represents the enrollment verified by the con-
sultant as of November 1977,

The grantee launched an enrollment campaign which was
initiated as a result of an instruction received from ACYF
Region IV that pushed enrollment to 1,774 in early January
1978. However, the Executive Director said it coes not
appear that this increased level can be maintained because
of parent dissatisfaction with the program. We were told
by the consultant and the grantee's Executive Director that
many parents were removing their children from the program
because the varents were becoming increasingly dissatisfied
with the program's operation. Many parents would like Head
Start activities to begin =2arlier each morning, continue
later each afternoon, and be open to more children each
weekday.
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SOME HEAD_ START ENROLLEES
NOT ELIGIBLE

ACYF Head Start guidelines state that no more than 10
Percent of the enrollees in the program may be from families
with income above the poverty level. The consultant's
review of the eligibility of program fdarticipants showed that
2]l percent of the 1,559 children eirolled in the program in
November 1977 were from families whose total income exceeded
the poverty level, thereby indicating 11 percent of the
children were ineligible to participate. However, based on
our test of the consultant's review, <e believe the 11
percent figure may be too low. For Cne canter, we reviewed
the eligibility of the first 10 of 28 enrollees thac were
designated as eligible on a listing prepared by the consultant.
We questioned the eligibility of one-half of these enrollees
because our review of enrollee applications showed that
data needed o make eligibility determinations were either
missing and/or inaccurate.

In its audit report, Moore & Powell pointed out several
problems encountered in verifying the eligibility of parti-
cipants such as

-~the alteration of applicaticon data that affected
eligibility, .
~--the absence of some original avplications, and

--confusion among grantee staff over criteria to use
in determining eligibility.

Region IV ACYF officials were working with the grantee
in January 1978 to develop a solution to the problem of
ineligibles Participating in the program.

LACK OF CONTROE§_OVER
PROPERTY AND SUPPLIES

Moore & Powell reported that the yrantee was deficient
in maintaining adequate controls over prcperty and supplies.
Our tests showed that the grantee has not maintained adequate
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~-seldom -ecorded purchases cf property in the inventory
accounty,

-—-did not always mark property purchased to enable
later identification, and

-—could not reconcile its oroperty inventory records
with the actual physical count of items on hand.

Moore & Powell has advised grantee management of rwroverty
control problems for the past several Years yet the grantee
has failed to fully implement the auditor's suagestions

for improvements in this area.

Moore & Powell reported that ccntrols over suoplies
were also deficient since ¢he grantee 3id not always record
supplies purchased or issued on the pecvetual inventory
records. Also, the nhysical inventory or supolies on hand
did not asree with the vervetual inventory records and
Moore & Powell was unable tec reconcile the inventory
differences.

UNNECESSARY PAYMENTS
FOR BUS MAINTENANCE

In Decemvei 1976, the grantee contracted with an auto-
motive maintenance firm to revair and perform preventative
maintenance services for 32 Head Start buses for a 12-month
reriod. Under the contract terms, the firm was required
tc provide maintenance and repair services--as specifically
itemized ir. the contract--to keep the buses in good operating
condition. The firm agreed to provide the services for
$37,800 to be paid by the grantee in 12 egual monthly install-
ments.

Moore & Powell informed us that, although its tests 4id
not reveal deficiencies in payments made to the firm, it
might be worthwhile for us to look into this area. We
scanned the grantee's cash disbursements journal for.the
contract period and identified about $1,250 in maintenance
and repair service payments that were made to the contractor
and to other automotive supply and repair firms. These
payments were for parts and repair services that should
have been provided at no additional cost by the drantee's
bus maintenance contractor under the fixed payment terms
of *he contract.
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The transportation and facilities coordinator, who
was roesponsible for monitcring the contract and aporoving
payments for bus maintenance and revair, told us that at
the time that he approved the pauyments of 31,250, e was
unsure as to whether the services and revairs shoula have
been paid for by the contractor or the dgrantee.

The grancee's Executive Director told us in February
1978 that action had been taken to recover these funds
from the contractor and to insure that unnecessary oay-
mencs would not recur.

WIDE VARIATIONS
1N FOOD COST

In its audit report, Moore & Powell expressed its
concern over possivle loss or waste of fcod purchased for
Head Start pvarticivants® meals because the direct cost of
food per meal at some centers was almost double the cost at
other centers. Specifically, Moore & Powell computed a cost
range from 20 to 37 cents per meal served. To better manage
this aspect of the brogram, the audit report stated that
the grantee snould develop food cost statisties as Moore &
Powell had done. Moore & Powell a3lso stated that surorise
visits should be made by grantee aofficials to centers to
insure that the size of the servings was not reduced to cover
a food loss. The grantee's Executive Director informed us
in February 1978 that he was aware that food loss was a
problem. However, he did not inform us of any actions that
would be taken to resolve this problem.

HIRING PROCESS
NOT DOCUMENTED

- e e o

In the February 1, 1978, meeting, ACYF officials told
us that they were aware of Lany vrroblems in the Harrison
County Head Start Program and that they had received more
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complaints on this particular orogram than from all other
Head Start Programs combined. They said, however, that
they were not aware that the oroblems were as severe as
our survey has indicated.

At the conclusion of our discussions, ACYF officials
agreed with the representatives from your office that thevy
would take steps to alleviate the problems including the
selection of a new grantee to operate the program if necessary.
ACYF officials agreed to visit the grantee in February 1978,

During their visit, on February 23, 1978, ACYF officials
met with the grantee's Board of Directors and the ovarent
policy council and advised them that a show cause hearing
would be held at which time the grantee must show cause
why the program should continue under its present structure.
Also, during this visit, the ACYF Acting Regional Director,
Region IV, said that the grantee would receive an official
letter on the show cause hearing ir about 10 days that
would spell out all of the oroblems that prompted the need
for a show cause hearing. The ACYF Head Start Director
stated that if the grantee could not show cause at this
hearing, ACYF would start grant termination ovrocedures.

In our February 3, 1978, meeting with the grantee's
Executive Director, we discussed the findings oresented in
our meetings with ACYF officials and your office. The
Executive Director concurred in the existence of the oroblem
areas and said that many were known to ACYF officials.

He added that his staff was currentlvy working with ACYF
regional representatives to sol'e some of the problems noted.

As arranged with your office, we are sending cooies of
this report to the Secretary, HEW, the grantee, and Moore &
Powell. Also, copies of the report will be made avuilable
to anyone who requests them.

Sincerely vours,

/f[w S [

Gregqry Jd.(Ahart
Direckor





