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We reviewed the process RD used to prioritize loans and grants for substance

use disorder facilities.

OBJECTIVE

Our objective was to determine
if RD prioritized direct loans
and grants for eligible facilities
providing substance use
disorder services.

REVIEWED

We reviewed the Community
Facilities Direct Loan and Grant
Program regulations, RD
guidance between fiscal years
(FY) 2019 and 2021 covering the
substance use disorder priority,
and applications submitted for
the Community Facilities Direct
Loan and Grant Program
between FY 2019 and FY 2021.

RECOMMENDS

We are not making any
recommendations.

WHAT OIG FOUND

The Office of Inspector General (OIG) found that Rural
Development (RD) prioritized the substance use disorder
facilities requirement from the Agriculture Improvement
Act of 2018. RD prioritized the requirement by issuing
guidance that authorized State Directors to add an
additional 15 points to loan or grant applications and
authorized the Rural Housing Service Administrator to
add an additional 15 points to loan applications and 30
points to grant applications requesting funding under
the purview of substance use disorder facilities. RD also
tracked applications that requested substance use
disorder priority through the project’s name. Personnel
tracked applications by including identifiers for
“Substance Use Disorder” or “Substance Misuse
Disorder” in the project’s name in RD’s grant processing
system. Because RD prioritized the substance use
disorder facilities requirement, we are not making any
recommendations in this report.
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SUBJECT: Rural Development's Prioritization of Direct Loans and Grants for Facilities
Providing Substance Use Disorder Services

This report presents the results of the subject review. We are not making any recommendations
in this report. No further action by your staff is required.

We appreciate the courtesies and cooperation extended to us by members of your staff during our
audit fieldwork and subsequent discussions. This report contains publicly available information
and will be posted in its entirety to our website (http://www.usda.gov/oig) in the near future.
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Background and Objectives

Background

The United States Department of Agriculture’s (USDA) Rural Development (RD) helps improve
the economy and quality of life in rural America by providing various financial programs. The
Rural Housing Service (RHS), an agency within RD, offers a variety of programs to build or
improve housing and essential community facilities in rural areas. RHS offers loans, grants, and
loan guarantees for single- and multi-family housing, child care centers, fire and police stations,
hospitals, libraries, nursing homes, schools, first responder vehicles and equipment, housing for
farm laborers, and more. One such program that RHS administers is the Community Facilities
(CF) Direct Loan and Grant Program.

The CF Direct Loan and Grant Program provides affordable funding to develop essential
community facilities in rural areas, such as cities, villages, townships, and towns—including
Federally Recognized Tribal Lands—with no more than 20,000 residents. An essential
community facility is defined as a facility that provides an essential service to the local
community for the orderly development of the community in a primarily rural area, and does not
include private, commercial, or business undertakings. Examples of essential community
facilities include:

e Healthcare facilities, such as hospitals, medical clinics, dental clinics, nursing homes, or
assisted living facilities.

e Public facilities, such as town halls, courthouses, airport hangars, or street improvements.

e Community support services, such as childcare centers, community centers, fairgrounds,
or transitional housing.

e Public safety services, such as fire departments, police stations, prisons, police vehicles,
fire trucks, public works vehicles, or equipment.

e Educational services, such as museums, libraries, or private schools.

e Utility services, such as telemedicine or distance learning equipment.

e Local food systems, such as community gardens, food pantries, community kitchens,
food banks, food hubs, or greenhouses.

Projects that are eligible for the CF Direct Loan and Grant Program include projects that provide
physical facilities! that offer an innovative component, such as a unique collaboration between
different organizations or levels of government. Funds from the CF Direct Loan and Grant
Program can also be used to purchase, construct, and/or improve essential community facilities;
purchase equipment; and pay related project expenses.

The CF Direct Loan and Grant Program uses a scaled scoring system that allows RD to prioritize
loans and grants to smaller, more rural communities with the lowest median household incomes:
applications located in areas with higher populations and higher median incomes receive lower
scores than applications located in areas with lower populations and lower median incomes,

! Physical facilities include buildings, vehicles, or other equipment.
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meaning they are less likely to get funded. The Agriculture Improvement Act of 2018

(2018 Farm Bill)? directed RD to use the CF Direct Loan and Grant Program to prioritize the
development of facilities that provide services for substance use disorder.> This includes
services involving prevention, treatment, recovery, or any combination of these services for
substance use disorder, including opioid* substance use disorder. In total, Congress

appropriated $8.4 billion for direct loans, as well as over $168 million in grants, for fiscal years
(FY) 2019-2021 for the CF Direct Loan and Grant Program. RHS received

6,679 pre-applications and applications and obligated over $3.7 billion in the CF Direct Loan and
Grant Program for FYs 2019-2021.

Objectives

Our objective was to determine if RD prioritized direct loans and grants for eligible facilities
providing substance use disorder services.

We did not identify any issues related to this objective. We found that RD prioritized direct
loans and grants for eligible facilities providing substance use disorder services. Please see the
next section of the report for a more detailed explanation.

2 Agriculture Improvement Act of 2018, Pub. L. No. 115-334, 132 Stat. 4490 (2018 Farm Bill).

3 Agriculture Improvement Act of 2018, Pub. L. No. 115-334, tit. VI, subtit. A, 132 Stat. 4726, 6101.

4 According to the Centers for Disease Control and Prevention, this class of drugs includes the illegal drug heroin;
synthetic opioids, such as fentanyl; and pain medications available legally by prescription, such as oxycodone,
hydrocodone, morphine, and many others.

2  AUDIT REPORT 04601-0001-24



Section 1: CF Direct Loan and Grant Program for Substance Use
Disorder Services

RD prioritized funding for CF Direct Loan and Grant Program substance use disorder services,
as required by the 2018 Farm Bill. RD issued guidance® that authorized State Directors and the
RHS Administrator to add additional points to the CF Direct Loan and Grant Program loan and
grant applications that requested funding for eligible facilities providing substance use disorder
services. These additional points increased the likelihood that these applications would have a
greater chance at receiving program funding.® RD released guidance to implement CF Direct
Loan and Grant Program priorities two months after Congress passed the 2018 Farm Bill.” This
guidance included a project selection process that authorized State Directors and the RHS
Administrator to add additional points to applications requesting funding for facilities providing
substance use disorder services. Specifically, the guidance authorized State Directors to add up
to 15 additional points to loan or grant applications, and authorized the RHS Administrator to
add up to 15 additional points to loan applications and up to 30 additional points to grant
applications.® ' The points system RD used for the CF Direct Loan and Grant Program
allowed higher-scoring applications the first opportunity to receive program funding; by
authorizing additional points to applications, RD increased the likelihood that they would receive
funding. RD officials stated that the agency plans on including the point structure in its
regulations.

In addition to the points system described above, RD’s State and national office personnel
tracked applications that requested the substance use disorder priority through the project’s
name. To track applications, personnel included identifiers, such as “Substance Use Disorder” or
“Substance Misuse Disorder,” in RD’s Commercial Program Application Processing system. ! 12
This tracking system allowed RD to quickly identify applications that requested funding under
the substance use disorder priority.

Finally, the amount of funding appropriated to RD added assurance that all applicants requesting
substance use disorder priority had the opportunity to receive funding. As of

December 13, 2021, there was more funding available for the program than applicants had
requested; therefore, RD did not have to reject applications because of a lack of available

5 RD used unnumbered letters as internal guidance to issue general information to USDA personnel.

® When reviewing applications, RD considered factors, such as geographic location, in addition to the application’s
stated objective.

7 The unnumbered letter issued in February 2019 is similar to the guidance issued in FY 2021. RD was unable to
locate the FY 2020 unnumbered letter provided to RD personnel.

8 Unnumbered Letter, RD Priorities FY 19 CF Direct Loan and Grant, Feb. 11, 2019.

° The maximum number of points is 85 for direct loan applications and 90 for grant applications prior to the State
Director and Administrator reviews.

10 These additional points could be awarded for factors such as geographic distribution of funds and emergency
conditions caused by economic programs, natural disasters, or leveraging of funds.

' In order to identify substance use disorder projects in the agency’s information system, RD included the prefix
“2019 SUD” in the project name for projects in FY 2019, and the prefix “XXXX SMD” in the project name for
projects occurring in FY 2020 and FY 2021.

12 CPAP is an RD information management system the agency used to process CF Direct Loan and Grant Program
applications.

AUDIT REPORT 04601-0001-24 3



funding. For example, Congress appropriated RD over $8.5 billion for CF loans and grants
between FY 2019 and FY 2021. However, as of December 13, 2021, RD had only obligated
$3.7 billion out of the available funding to a total of 6,679 applicants—leaving approximately
$4.8 billion in funding available to issue to CF Direct Loan and Grant Program applicants. The
$3.7 billion already obligated included $91.7 million that RD obligated for applications relating
to the substance use disorder priority.

Based on the details above, we determined that RD has a process in place for prioritizing CF
direct loans and grants for eligible facilities providing substance use disorder services. RD
accomplished this by issuing annual guidance that included instructions for prioritizing
applications for substance use facilities. We did not identify any findings and are not making
any recommendations. Therefore, no further action or response is required by RD.
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Scope and Methodology

We conducted an audit of RD’s FY 2019-2021 CF Direct Loan and Grant Program prioritization
process for substance use disorder facilities. We performed this audit remotely between
September 2021 and January 2022. We obtained a list of CF Direct Loan and Grant Program
applications, as of December 13, 2021. We did not review a sample of the submitted
applications since RD had more funding available than applicants requested. To accomplish our
objectives, we:

e Interviewed RD personnel.

e Reviewed guidance documents related to the implementation of the 2018 Farm Bill.

e Reviewed 7 Code of Federal Regulations (C.F.R.) 1942 for CF direct loans and 7 C.F.R
3570 for CF grants, appropriations bills, and 7 United States Code 1926.

e Reviewed the total number of applications received for all CF programs. We reviewed
the unique identifiers in the application spreadsheet to determine if RD prioritized
substance use disorder applications.

We assessed internal controls significant to the audit objectives. Specifically, we assessed:

Component Principle

Information and Management should use quality information to achieve the
Communication entity’s objectives.

Control Activities Management should design control activities to achieve

objectives and respond to risks.

Because our review was limited to these internal control components and underlying principles,
it may not have disclosed all internal control deficiencies that may have existed at the time of
this audit. During the course of our audit, we did not verify information from any of USDA’s
electronic information systems, and make no representation regarding the adequacy of any
agency’s computer system or the information generated from it.

We conducted this performance audit in accordance with Generally Accepted Government
Auditing Standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objectives.
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Abbreviations

CF o, Community Facilities

CFR oo, Code of Federal Regulations

FY fiscal year

OIG oo, Office of Inspector General

RD o Rural Development

RHS ..o Rural Housing Service

USDA....coi e, United States Department of Agriculture
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employees, and institutions pamC|pat|ng |n or admlnlsterlng USDA programs
are prohibited from discriminating based on race, color natlonal origin, religion
sex, gender identity (including gender expressnon) sexual orlentatlon disability,
age, marital status, family/parental status, income derived from a public
assistance program, political beliefs, or reprisal or retaliation for prior civil
rights activity, in any program or activity conducted or funded by USDA (not all
bases apply to all programs). Remedies and complaint filing deadlines vary by
program or incident.

- Civil R|ghts 1400 IndependenceAvenuefSW Washmgton DC 20250 9410 (2) fax
(202) 690-7442; or (3) email: programmtake@usda gbv

Persons with disabilities who require alternative means of communication for

program information (e.g., Braille, large print, audiotape, American Sign USDA is an equal opportunity provider, employer, and Iendér.
Language, etc.) should contact the responsible Agency or USDA’'s TARGET T e :
Center at (202) 720-2600 (voice and TTY) or contact USDA through the Federal All photographs on the front and back covers are from USDA’s Flickr site and are in

the public domain. They do not depict any particular audit or investigation.
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