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May 26, 2009

Hon. Robert J. Schillerstrom, Chairman
Members of the County Board

DuPage County

Wheaton, IL 60187

Ladies and Gentlemen:

My Office has completed an audit of the Illinois Home Weatherization Assistance
Program (Program) administered by the DuPage County Department of Community
Services Human Services Division. The audit scope was limited to Program services
performed on The Willows condominium/townhouse facility located in EImhurst. The
services were funded by grants provided by the State of Illinois, the Federal government
and Commonwealth Edison. The objectives of the audit were to:

e Determine that the participants’ eligibility in the Program was documented
and in compliance with applicable State and Federal guidelines;

e Determine that expenditures for Program-related services were appropriate
and in compliance with applicable County, State and Federal guidelines; and,

e Evaluate the system of internal controls relative to the Program.

The Director of Community Services (Director) was provided with an opportunity
to review and respond to this Report. His response is included at the end of the Audit
Report (Attachment E) and where applicable, references to the Director’s responses are
noted in the Report.

Summary of Findings
e The supporting documentation is insufficient to determine the services
performed and the amounts charged to the County;
e Required documentation and eligibility forms were substantially incomplete;
e The supporting documentation is insufficient to verify compliance with the
Program’s per-unit cost limitations; and,
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e A significant conflict of interest may exist in that the Program Assessor
assigned to the Project received direct benefit from the services performed.

Following the issuance of the draft report to the Director, my Office was informed
by the Director that Program staff may not have accurately reported the income amounts
used to establish an applicant’s eligibility for benefits. This practice may have resulted in
ineligible clients participating in the Program. Due to limitations in the available
documentation, audit procedures were not performed to verify an applicant’s income to
the information reported under the Program. As such, this audit report does not express
an opinion as to the veracity or extent of this situation.

Background
The DuPage County Department of Community Services Human Services

Division is the local agency responsible for administering the Illinois Home
Weatherization Assistance Program. Funds to administer the Program are made available
through various grants provided by the United States Department of Energy and the State
of Illinois Department of Healthcare and Family Services. During fiscal year 2008,
approximately $1.9 million was expended by the County in payments to vendors
providing Program-related services.

DuPage County residents who meet the minimum eligibility standards may
participate in the Program. County residents who are eligible for the Low Income Home
Energy Assistance Program (LIHEAP) are automatically eligible for the Program. In
addition, County residents are eligible if their income is less than 150% of the poverty
level, they receive Public Assistance, or they receive Aid to the Aged, Blind and
Disabled. Renters as well as homeowners may participate in the Program.

The type of weatherization services that are provided to participants’ residences
include:

Sealing cracks with weather-strip and caulk;

Insulating walls and attics;

Repairing or replacing windows and doors;

Furnace cleaning, safety checking, repair, or replacement; and,

Installing smoke detectors, carbon monoxide detectors and fire extinguishers.

The majority of participants in the Program traditionally have been single-family
residences that met the eligibility criteria. Beginning in 2007, additional funding for the
Program was provided by Commonwealth Edison, with the intent that these funds would
be targeted towards large multi-family complexes that were significant consumers of
electric heating and cooling. The Commonwealth Edison funding expanded the services
available to Program participants by providing replacement energy saving air
conditioning units and refrigerators when warranted.

Initially, five multi-family complexes throughout the County were identified and
chosen to participate in the Program. Individual residents of the complexes are required
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to meet the eligibility requirements of the Program. However, under the Program
guidelines, if at least fifty percent of the residents are income-eligible, the remaining
residents of the complex, regardless of income level, may choose to participate.

The amount of funding available for Weatherization-related services on a building
is derived by multiplying the maximum material and labor limits by the number of
income-eligible units. This figure is subsequently spread equitably between all
participating units and the common areas. The maximum amount of funding available
for The Willows Project was based upon 42 eligible units at $4,400 per unit, resulting in
a total of $184,800. This amount was allocated among the units participating in the
Program.

Audit Procedures

In accordance with its statutory responsibility, the Office of the County Auditor
reviews vouchers prior to recommending or rejecting them for payment. During this
review process, several exceptions were noted relative to Program vouchers submitted to
the County Auditor. These exceptions included inadequate documentation of expenses
by the vendors supplying goods and services to the Program. The vendors were
contacted by the County and responded that the County did not have the right to see the
supporting documentation that listed the prices the vendors paid for the material. It was
agreed that at a minimum, the County Auditor would require documentation that listed
the nature and quantities of material purchased to perform the service. As a result of
obtaining this additional documentation, the County Auditor identified a potential
conflict of interest that could compromise the internal controls of the Program.

Audit procedures were performed to verify the Program’s compliance with
applicable County, State and Federal guidelines. The initial scope of the audit was
limited to The Willows, a condominium/townhouse development located in EImhurst that
is one of five multi-family building projects partially funded with money provided by
Commonwealth Edison.

The audit procedures included examining manuals and guidelines published by
the Illinois Home Weatherization Assistance Program and the United States Department
of Energy, reviewing applicable County Board Resolutions and policies, interviewing
Human Services Division supervisors and Program staff, and reviewing the Project files,
client files and additional documentation.

Audit Findings

Incomplete Forms Documentation

The Hllinois Home Weatherization Assistance Program (IHWAP) publishes
regulations that prescribe the methods and procedures to be performed by the local
agencies. These regulations include establishing a system of file management and
administrative controls that promote sound fiscal and accountability practices.
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Audit procedures were performed to determine whether the ten documents
required under the IHWAP regulations were substantially complete. For sampling
purposes four of the ten required documents (forms) for 61 condominium units were
selected. These forms were examined for basic information, such as the client’s name;
client’s address; approval signatures; and, approval dates. The analysis determined the
following:

e 100% of the IHWAP Client Applications were incomplete (Attachment A);

e 100% of the Final Inspection of Weatherization Work forms were
incomplete and not signed by the final inspector (Attachment B) and five
of these forms could not be located;

e 86% of the Building Owner Certification and Work Authorization forms
were incomplete; and,

e 75% of the Owner Acknowledgement of Completed Work forms were
incomplete.

Significant internal control deficiencies may result from this lack of
documentation. Specifically, missing information pertaining to a participant may affect
the participant’s eligibility in the Program and the amount of funding available to the
Project. Further, lack of acknowledgement of the completed work or final inspection
may indicate that the contracted work was not performed satisfactorily.

It is recommended that documentation required under the IHWAP regulations be
completed, signed, dated, and filed. The completion of forms and the organization of
documents will assure that Program objectives are met and the contracted work was
satisfactorily performed.

Please refer to the Director of Community Services response that is attached to
the Audit Report (Attachment E).

Lack of Segregation of Duties

It was noted that there was evidence of a “check off” next to items listed on the
Work Order form, which details the nature of the work performed on the residences.
However, it appears that the individual checking off on the Work Order form may be the
same individual who performed as the Project Assessor.

The IHWAP regulations specifically state that final inspection of a project and the
initial assessment of the project must be performed by different individuals. This
regulation is a basic internal control related to segregation of duties. Because the final
inspector of this Project could not be determined from the Final Inspection of
Weatherization Work forms, it is not known whether the Program complies with the
IHWAP regulations. In addition, it could not be determined whether there was sufficient
supervisory oversight of the Program employees who worked on the Project or the work
performed by the contractors paid to perform the services.
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It is recommended that the role of assessor and final inspector be assigned to
different individuals and that the assignments are documented. The segregation of duties
assures the integrity of the work performed and compliance with Program regulations.

Lack of IHWAP Eligibility Documentation

The Willows Project documentation that was provided to the County Auditor was
insufficient to determine the Project’s eligibility in the Program. The IHWAP
regulations state that the multi-family building project file must contain a copy of the
building eligibility approval or denial. Compliance with Program eligibility guidelines
could not be determined because the total number of residential units in The Willows was
not provided. Building residents, who might not otherwise qualify for inclusion in the
Program, are eligible for benefits if 50% or more of the total number of building units are
eligible. The total number of units in the building is a critical figure inasmuch as it is
necessary for the calculation of the 50% eligibility rule.

It is recommended that the Human Services Division maintain documentation to
substantiate the building’s approval or denial by the State. This should include the
building/complex name and address, the date of the approval or denial, the number of
Program eligible clients in the building, and the total number of units in the building.
The name of the State individual that approved or denied the building’s Program
participation should be clearly noted.

Please refer to the Director of Community Services response that is attached to
the Audit Report (Attachment E).

Excess Project Funding

The IHWAP regulations state, “The allowable expenditures for work on multi-
family buildings are derived by multiplying the maximum material and labor limit times
the number of income-eligible units. The maximum expenditure for the Site (building) is
then spread equitably between all units and common areas.” The calculation of available
funds is not formally documented which may have resulted in excess funding of the
Project. The County Auditor reviewed the individual unit files for LIHEAP applications
in order to calculate the total funds available. A total of 41 LIHEAP applications were
located which would have resulted in a maximum expenditure level for the Project of
$180,400.

However, according to informal calculations provided to the County Auditor by
the Program staff, the total funding was based upon 42 units. This provided a maximum
expenditure level of $184,800, which is $4,400 more than the LIHEAP files support.
Because the expenditures paid to the vendors to provide services on the Project totaled
$183,540.75, the expenditures exceeded total available funding by $3,140.75.

It is recommended that the Human Services Division staff utilize a spreadsheet
software application to accurately calculate and verify the total funds available for
projects. The spreadsheet should include the total number of LIHEAP applications on
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file, it should be dated, the preparer should be noted, and a hardcopy should be
maintained in the project files.

Please refer to the Director of Community Services response that is attached to
the Audit Report (Attachment E).

Inadequate Supporting Documentation for Expenses

The computerized WeatherWorks system utilized by the IHWAP performs
various functions, among them is providing a detailed listing of the improvements that
are to be made on the participating units. The cost of the improvement and the specific
nature of the work to be performed are documented on this system through the Work
Order form generated by WeatherWorks. The approved Work Order form is provided to
the vendors engaged on the Project to direct them in procuring and installing the
materials and equipment required to complete the job.

Individual unit Work Order forms were not prepared for the Project. Thisis a
critical distinction because various units received different types of improvements. It
appeared that in order to save time, Project staff prepared one Work Order form for all of
the combined units participating in the Program.

Three payments were issued to the two vendors engaged to work on the Project.
The initial submission of the vendors’ invoices lacked the supporting documents
necessary for the County Auditor to recommend payment of the claims. The materials
and services billed to the County included 91 sliding glass doors, 64 air conditioners, 44
refrigerators, and baseboard-heating units. Because the invoices and associated Work
Order forms supplied to the County Auditor do not document which units received these
items, the materials and services billed to the County could not be verified.

Documentation provided to the County Auditor by Program staff indicated that
two units received air conditioners in excess of the approved quantity. These items, at an
approximate cost of $525 each, were included in the County’s payment to the contractor.
It was noted on the documentation that the residents of these units would pay the
contractor directly for the air conditioners. According to Program staff, the residents
paid the contractor directly for the air conditioners, but the contractor never remitted
these funds to the County. It is strongly recommended that the contractor remit the
$1,050 cost of the air conditioners to the County. Further, the direct sale of equipment
acquired through Program funds, from the contractor to Program participants, should not
be permitted.

The amount paid to the vendors for the services provided is based upon a rate
negotiated between Program administrators and the vendors through a formal request for
proposal process. This is an acceptable practice in accordance with applicable County
policy. However, some of the rates paid to the vendors for the services provided under
this Project differed from the established negotiated rates paid to vendors for other
Program projects. It was explained to the County Auditor that economies of scale
afforded by the multi-family building projects resulted in prices that were less than the
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originally negotiated rates. These updated rates were not formally documented and were
not made known to the County Auditor until after invoices were submitted for payment
(Attachment C).

IHWAP regulations state that the maximum expenditure for the building is spread
equitably among all units and common areas. The combined Work Order form and other
documentation provided to the County Auditor made it difficult to determine exactly
what materials and services were provided to the individual units. This factor precluded
the determination of the amounts expended for each of the units participating in the
Project. Therefore, it could not be determined whether the improvement cost for each
unit complied with Program regulations. Further, the County Auditor could not readily
identify the number of units participating in the Project thus, it could not be determined
whether the quantity of material billed to the County reflects the materials installed in the
units.

It is recommended that if the multi-family building projects rates are negotiated,
the negotiated prices be provided to Program supervisors and staff, vendors and the
County departments responsible for processing and recommending the payment. This
will ensure effective and accurate oversight, review, and approval of payments to
vendors.

It is further recommended that a Work Order form be prepared for each unit
and/or common area and filed in the appropriate unit or common area file. The Work
Order forms will provide a means to determine that the work specified matches the work
performed.

Please refer to the Director of Community Services response that is attached to
the Audit Report (Attachment E).

Conflict of Interest

Documentation provided to the County Auditor indicated that the Program
Assessor assigned to the Project was an owner of a unit that received Program-related
benefits. It also appears that this individual initialed the final inspection “check off”
section on the Work Order form indicating that the work had been inspected.

Approximately one month after the substantiated invoices were recommended for
payment by the County Auditor, it was noted that the Project Assessor was advertising
his condominium unit for sale. The advertisement highlighted the new refrigerator, air
conditioners and sliding glass doors that were installed under the Project (Attachment D).
This individual’s role of Assessor, Inspector, participant, owner, and seller of the
building unit represents a significant internal control weakness that may have affected the
integrity of the entire Project. Further, the receipt of financial benefit, which is directly
controlled by a County employee, may have resulted in a violation of the County’s Ethics
Policy.



Hon. Robert J. Schillerstrom, Chairman - 8 - May 26, 2009

Please refer to the Director of Community Services response that is attached to
the Audit Report (Attachment E).

Summary
Due to the recent passage of the American Recovery and Reinvestment Act of

2009 (Act), the County’s Program is expected to receive a 500% increase in funding in
the next two years. The opportunity to serve larger numbers of income-qualifying
residents of the County also increases the need to implement internal controls necessary
to assure that the Program meets its objectives and complies with the Program
regulations.

In addition, the Act mandates additional requirements including additional
periodic reporting as a part of Title XV of the Act, Accountability and Transparency.
The Human Services Division will be impacted by the increased reporting requirements.
It is recommended that consideration be given to providing the support staff necessary to
carry out the new reporting mandates and the increased clerical workload as a result of
the increase in Program funding.

I wish to thank the staff of the DuPage County Department of Community
Services — Human Services Division for all of the assistance they provided during the
audit procedures.

If you have any questions on the report, please do not hesitate to contact me.

Sincerely,

OFFICE OF THE COUNTY AUDITOR

Bob Grogan, C.P.A.
County Auditor

Attachments
RTG:pb



