







November 19, 2007

To the Honorables:  Mayor Luke Ravenstahl 

and Members of Pittsburgh City Council:


The Office of City Controller is pleased to present this performance audit of the Urban Redevelopment Authority’s Streetface Loan Program, conducted pursuant to the Controller’s powers under Section 404(c) of the Pittsburgh Home Rule Charter.

EXECUTIVE SUMMARY


The Urban Redevelopment Authority (URA) Streetface program has been helping commercial building owners and tenants improve and restore the architectural integrity of their storefronts for over 18 years.  Major changes regarding program funding and eligibility requirements have occurred from 1989 to the present. Eligibility was expanded from Community Development Block Grant (CDBG) low/moderate income business districts to Mainstreet program districts and high impact business districts. Streetface funding evolved from an outright grant to a loan with forgiveness provisions. Today Streetface “loans” are really grants with property maintenance requirements. 

The main objectives of this audit were to test compliance with Streetface  program guidelines, application and eligibility requirements.  The auditors selected a 50% random sample of the 140 Streetface loans closed between January 1, 2001 and April 27, 2007.  Streetface program guidelines changed three times during our scope period:  January 1, 2001 through 2/9/05, 2/10/05 to 3/7/07, and 3/8/07 to present.  The most significant guideline changes were in neighborhood shopping district eligibility and loan parameters.  The only changes in the Basic Application Procedure appeared to be in application fee amount and façade maintenance requirements.
Findings and Recommendations

Streetface Program Marketing


The Streetface program is marketed primarily through Community Development Corporations (CDC) and other local organizations.   
Finding:  Communities with the most active local organizations and largest business districts appear to get the most Streetface funds. From January 1, 2001 through April 27, 2007, nearly 25% of the 140 Streetface loans were approved for storefront renovations in Lawrenceville (34 loans, 24.2% of total loans).

Recommendation:  In addition to relying on Community organizations to market its Streetface program, the URA should pursue alternative marketing strategies in areas with less active community organizations.  

Compliance with Program Guidelines and Basic Application Procedure

Finding:  The guideline requirements are not consistent with the Basic Application Procedure (BAP) requirements.   The BAP implies mandatory steps needed to get a loan but is not consistent with the guidelines requirements.  Both of these documents are prepared by URA Business Development Center.

Recommendation:  The URA should strive for consistency in all Streetface eligibility documents.  All program requirements should be clearly included in program guidelines and in the basic application procedure.
Letter of Support Compliance

The most current guidelines do not require a letter of community support but the latest Basic Application Procedure does.  Closing dates for 45 of the 66 loan files in the testing sample were prior to February 10, 2005.  Guidelines for this period require letters of support for projects in secondary and exception areas.  The rest of the sample (21 files) fell into the second group of guidelines which did not require a letter of support.  
Findings: The neighborhood organization approval letter requirement is not consistently enforced. Neighborhood organization approval letters were found in 6 of the 45 loan files that were closed before February 10, 2005.   Two of the 6 approval letters were for properties located in secondary areas (S. Highland and Friendship) as per applicable Streetface program guidelines but the other 4 approval letters concerned buildings on main business streets.  Also, there was no community approval letter for three property renovations in secondary areas (Greentree Rd., S. Highland and 45th Street).
City Tax Solvency Compliance 
All Streetface Program Guidelines require “program participants must show proof that property taxes are paid in full or that they are on a payment plan with the city for back taxes owed.”  

Findings:  There was no proof of tax solvency or payment plan in the majority of loans files.  Only 31.82% of the files (21 out of 66) had some kind of property tax information.  The 21 loans closed after February 10, 2005 had a higher percent of property tax information (9 files or 42.86%).  

In the first part of the sample, the “proof” was limited to a printout of County tax information from the Allegheny County Real Estate web page.  However, later on in the sample there were printouts obtained by the URA from the City showing that the City property taxes had been paid. According to program administrators, this procedure of obtaining tax information directly from the City has recently been implemented. 

Recommendation:  The URA should continue to independently obtain property tax status information from the City Real Estate Division.  Although renovated facades do improve the business district, the URA must decide if it is prudent to give what are essentially public money ‘grants’ to tax delinquent property owners. 

Recommendation: If the URA is serious about making Streetface funding contingent on tax solvency, the Authority should amend its guidelines and basic application procedure to clearly state that  properties with outstanding City taxes are not eligible for the Streetface Program.

Bid Requirement Compliance

There is no minimum construction bid requirement in the Streetface Guidelines  but Step 6 of the most current Basic Application Procedure requires that “The owner must submit at least three bids, based on the approved design, to the URA (indicating which contractor they have selected by signing off on the bid)..” Construction bids are not sealed.  The applicant submits the bids to the URA and signs off on the selected Contractor.

Finding:  The auditors found that 89.39% of all loans in the testing sample met or exceeded the minimum bidding requirement.  All loans (100%) closed after February 10, 2005 were in compliance.

Finding:  This open bid process could allow the building owner to show bids to a favored contractor so he/she could submit the lowest bid.  However, the lack of a sealed bid requirement does not appear to be problematic.  Selected contractors must be approved by the URA and the construction award is based on the lowest bid.   

Discrepancy Between URA Approved Construction Costs and Costs Reported to City Bureau of Building Inspection (BBI)
To address the problem of loan recipients underreporting the cost of construction for building permits, in May 2007, the then URA Executive Director agreed to send the BBI Assistant Construction Chief all approved Streetface bids so BBI could better evaluate the owner’s estimated costs.

Finding:  The URA is not forwarding winning Streetface bids to BBI as promised. 

As of October 11, BBI had not received any approved Streetface bids. 

Recommendation:  As previously agreed to, Streetface administrators should forward all approved construction bids to BBI.  Building owners should be notified that the approved bid is being forwarded to BBI.  This would ensure that the building owner is paying the correct price for its building permit.  
Compliance with Façade Maintenance Requirements


Streetface guidelines for the time frames under review state that “the project is monitored by the URA for five years after completion” and require the loan recipient to “maintain the improvements.”  The guidelines state, “A project will be determined to be in default if not properly maintained; which shall include but not limited to peeling paint, broken window(s), town or removed awning, unauthorized signage, etc.”  
To determine if Streetface properties are being properly maintained during the required 5 year maintenance period, the auditors conducted field visits of 58 facades.

Findings:   The URA does not have sufficient manpower to fully monitor façade maintenance.  The majority of facades are well maintained and do much to enhance the neighborhood. Four properties had minimal peeling paint issues. Another storefront had graffiti and was dirty.  Another property on Centre Avenue had a boarded up broken window and missing window. 

Jobs Created or Retained Report Compliance

Streetface Program Guidelines effective January 1, 2001 through February 9, 2005 require that applicants report on jobs created or retained during the course of the façade restoration.  This reporting requirement applied to forty five(45) of the 66 loans in our testing sample.

Finding:  Only 2 of the 45 files contained a job creation/retention report.  This is a 4.4% compliance rate. Abysmally poor compliance indicates that job creation/retention data was not considered important.  This requirement was dropped from subsequent guidelines.  

Loan Parameter Compliance

Finding:   Sixty five (65) of the 66 loans in the testing sample were issued in compliance with applicable loan parameters. One loan was increased from $44,000 to $60,000 by waiver from the URA Board of Directors.

Document Check List

The auditors tested the files for the following other documentation: design plans, building or occupancy permit, insurance, loan note and loan agreement.  (All façade work did not require a building permit.) 
Finding:  Design plans, loan notes and loan agreements were found in the great majority of files. More files were missing occupancy or building permits and insurance:

 The URA Streetface program has been a significant factor in the commercial development of such areas as Lawrenceville, South Side and East Liberty. Loan files demonstrate overall compliance with program guidelines and application requirements.  In areas where compliance is less than optimal such as tax solvency proof, program             administrators must ensure that program guidelines are adhered to. Extremely poor compliance indicates that the requirement is not deemed important and the URA should eliminate it as was done with the job creation/retention report.

Even without monitoring by the URA, the great majority of properties have been well maintained according to the guidelines.  The agreement to forward approved construction cost information to City Building Inspection is timely but must be adhered to if reporting abuses are to be curtailed.
	










Sincerely,








Anthony J. Pokora









Acting City Controller

