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BACKGROUND

The Department of Energy's Energy Efficiency and Conservation Block Grant (EECBG)
Program received about $3.2 billion under the American Recovery and Reinvestment Act of 2009
to help state and local entities develop, implement and manage energy efficiency and
conservation projects. Of the funding provided, more than $2.7 billion was distributed to over
2,000 entities using a population-driven formula. In December 2009, the Department allocated
about $9.6 million to the District of Columbia government through the District Department of
the Environment (DDOE).

DDOE is the authority on energy and environmental issues affecting the District of Columbia
and administers multiple services and programs including energy assistance and weatherization
programs. The Program includes energy audits and retrofits for fire stations, public libraries,
recreation centers, non-profit organizations, small businesses, condominiums, cooperatives,
streetlights and homes. The District of Columbia's award, originally slated for completion by
December 2012, was extended until September 2013.

DDOE selected four District of Columbia government agencies and six non-profit community-
based organizations (CBOs) to assist in completing retrofits. The government agencies were
awarded about $5.5 million in funding to implement a district-wide strategy to improve energy
efficiency of publicly-owned facilities. About $2.2 million was awarded to CBOs that were to
perform retrofits and provide project management services for energy efficiency measure
installations. DDOE also allocated about $980,000 to facilitate contractor-conducted energy
audits through its existing Home Energy Rating System program, and $956,000 for award
administration/oversight of the retrofit work.

We initiated this audit to determine whether DDOE effectively managed EECBG funding.

RESULTS OF AUDIT

We identified multiple weaknesses that led us to question the sufficiency of DDOE's controls
over Program funding to CBOs. In particular, our audit revealed that DDOE had:



2

e Awarded $630,000 to two CBOs, African Heritage Dancers and Drummers (AHDD), a
performing arts organization, and Prosperity Media Enterprise (PME), a media
organization, both of which lacked adequate experience in the area of energy efficiency
retrofits. In our judgment, the evaluations performed by DDOE on these entities' funding
proposals failed to recognize that these entities lacked the experience and track record to
be successful. Further, DDOE's evaluation and selection of PME may have been
improperly influenced by prior professional relationships between DDOE employees and
a member of PME's team. Specifically, DDOE's selection of PME, which had no prior
experience in energy efficiency retrofits, was based on PME's partnering with a former
DDOE employee who had previously supervised two of the DDOE selection panel
members.

e Advanced over $160,000 to three CBOs (AHDD, Arch Training Center, and Anacostia
Economic Development Corporation) without assigning corresponding work. Federal
regulations and award terms and conditions require recipients to minimize the time
elapsed between receiving and disbursing Federal funds; however, these advances had
not been used to further Program objectives, and remained outstanding for periods
exceeding 14 months. The outstanding advances occurred because DDOE failed to
conduct reconciliations in a timely manner. As of the completion of our audit, DDOE
had not recovered advanced funds of $42,500 from AHDD. The District of Columbia
had, however, repaid the outstanding balance to the Department using other DDOE
funds.

¢ Not adequately monitored or corrected poor performance from PME and its contractors.
DDOE inspections identified reimbursement claims for work not performed for 12 out of
33 projects managed by PME, as well as substandard work on 19 of the 33 projects.
Despite noted issues, DDOE allowed PME and its contractors to finish assigned projects
without redirecting work to more capable CBOs. Further, DDOE had neither requested
nor reviewed PME's inspection documentation until requested for our audit.

e Not notified the Department of unsatisfactory performance of duties and potential false
claims by PME and its contractors as required by the special terms and conditions of its
grant agreement. Even though DDOE had received multiple reimbursement claim
submissions for work not performed by PME, essentially requests for payments that
could have amounted to false claims, officials had not notified the Department or the
Office of Inspector General of the actions.

¢ Not maintained sufficient supporting documentation in project files or adequately
documented program costs as required by Federal regulations. For example, DDOE
reimbursed another CBO, United Planning Organization (UPO), about $500,000 based on
a standardized, spreadsheet template provided to UPO by its contractors, instead of
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invoices its contractors typically used to support business transactions. After reviewing
all EECBG costs through December 2012, about $4,000 in costs for PME remained
unsupported, an amount we questioned.

Despite these problems, nothing came to our attention to indicate that the work performed by the
District of Columbia government entities awarded EECBG funds was not appropriately
completed.

We found that the issues identified occurred, primarily, because of an ineffective control
environment within DDOE relating to the grants we reviewed. Specifically, multiple controls
over the Program’'s CBO selection and evaluation process, as well as Program
monitoring/oversight, were inadequately designed and implemented. Additionally, DDOE had
not implemented a process to ensure timely reconciliation of advanced funds, and had not
demonstrated sufficient knowledge of fraud, waste and abuse detection, and prevention
measures. We also found that multiple personnel absences, when coupled with lack of defined
monitoring/oversight policies and procedures, contributed to the issues we identified. These
issues were not transparent to the Department because DDOE is a government entity, and
consistent with existing practices, was not required to provide detailed documentation supporting
its EECBG expenditures. Therefore, Department officials may not have had the information
necessary to identify these issues and take appropriate action.

To its credit, DDOE had taken a number of positive administrative and monitoring actions while
implementing the Program. DDOE had, in some instances, detected and disallowed overcharges
through inspections and had increased monitoring of PME when problems were identified. We
also found that DDOE had initiated several corrective actions as a result of our audit.
Specifically, officials informed us that they were in the process of establishing written policies
and procedures for the general management of programs and the overall selection process, had
addressed the invoicing concern with UPO, and were looking into other Department programs
which provided funds to PME, an organization which had been found to have performance issues
and a history of overcharging.

Effective internal controls provide assurance that taxpayer dollars are spent as intended and,
when properly enforced, can further the objectives of the EECBG Program. Without an adequate
control system in place, there is an increased risk of fraud, waste and abuse affecting this and
other Department and Federal programs managed by the District of Columbia.

Activities in this Program are a continuing source of concern. As such, the Office of Inspector
General continues our coordination with the Department, DDOE, and the CBOs to resolve
control and other identified issues. We have also made several recommendations to address the
concerns identified in our report.

MANAGEMENT REACTION AND AUDITOR COMMENTS

The Department and DDOE provided comments on the draft of this report. The Department
agreed with the recommendations and stated that it was working with DDOE to ensure that all
corrective actions were implemented. DDOE generally agreed with the recommendations and
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indicated that it had initiated corrective actions. We consider the comments and planned
corrective actions to be fully responsive to our findings and recommendations. The comments
from the Department and DDOE and our responses are more fully discussed in the body of the
report. The Department and DDOE comments are included in Appendix 3.

Attachment

cc: Deputy Secretary
Acting Under Secretary for Science and Energy
Assistant Secretary for Energy Efficiency and Renewable Energy
Chief of Staff
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THE DEPARTMENT OF ENERGY'S AMERICAN RECOVERY AND
REINVESTMENT ACT ENERGY EFFICIENCY AND CONSERVATION
BLOCK GRANT PROGRAM — DISTRICT OF COLUMBIA

The Department of Energy's (Department) Energy Efficiency and Conservation Block Grant
(EECBG) Program received about $3.2 billion under the American Recovery and Reinvestment
Act of 2009 (Recovery Act) to help state and local entities develop, implement and manage
energy efficiency and conservation projects. The Department allocated about $9.6 million in
December 2009, to the District of Columbia government through the District Department of the
Environment (DDOE) to establish an EECBG Program.

To assist in completing the EECBG Program activities, DDOE selected four District of
Columbia government agencies and six community-based organizations (CBOs) to perform
retrofits on fire stations, public libraries, recreation centers, street lights, non-profit
organizations, small businesses, condominium cooperatives and homes in the District of
Columbia. The government agencies entered into memorandums of understanding with DDOE.
DDOE selected the EECBG CBOs from an established, approved vendor list that had been
developed in connection with its Weatherization Assistance Program (Weatherization Program).
Once selected, the CBOs entered into subgrant agreements with DDOE to provide project
management services to facilitate the installation of energy efficiency measures. These services
included managing contractors, installation work, documentation processing and inspections.
DDOE regularly contracts with CBOs to accomplish energy efficiency related activities and, in
turn, the CBOs receive an administrative fee to provide these services.

Although our audit was limited to the EECBG Program, we reviewed the Weatherization
Program proposal, evaluation and selection process, given DDOE's reliance on it to select
recipients for the EECBG Program. During our audit, we found multiple weaknesses in DDOE's
controls over its EECBG Program and noted opportunities for improvement regarding DDOE's
CBO evaluation and selection process and program monitoring.

Evaluation and Selection Process

We identified significant weaknesses in DDOE's CBO evaluation and selection process. During
our audit, we found that DDOE awarded EECBG funds to two CBOs that lacked adequate
experience in energy efficiency retrofits. Specifically, African Heritage Dancers and Drummers
(AHDD), a performing arts organization, and Prosperity Media Enterprise (PME), a media
organization, were awarded about $170,000 and $460,000, respectively, to install, monitor and
inspect energy efficiency retrofits in eligible buildings. Such awards did not appear to be
prudent given the lack of prior experience with energy-related work and the basic missions of
these organizations. These organizations had limited knowledge in these areas, a deficit that
impacted their ability to sufficiently perform installation, monitoring and oversight functions. As
might be expected given their lack of qualifications, the two CBOs were subsequently identified
as having substantial problems. For example, AHDD had not returned about $42,500 in EECBG
funds advanced by DDOE even though it had not performed EECBG work. In addition, PME
had numerous performance and accountability concerns.
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In our judgment, the evaluations performed by DDOE on these entities' funding proposals failed
to recognize that these entities lacked the experience and track record to be successful. For
example, DDOE's score for PME's proposal regarding the level of energy program experience in
weatherization and housing renovation activities totaled 27 out of a possible 30, a score similar
to those given to other CBOs with substantially more experience in performing energy
conservation projects. In addition, for the EECBG Program, despite the lack of experience,
AHDD and PME were also rated as a "medium" risk level, the same rating as other more
experienced CBOs.

According to DDOE officials, both organizations teamed with project managers with energy
efficiency expertise and, as a result, DDOE provided funding based on the presumed expertise of
the project manager even though neither organization had weatherization or energy efficiency
experience. We noted, however, that such focus may have been inappropriate in that the CBO's
EECBG work was not performed solely by one person. The CBOs had specific responsibilities
to complete a number of tasks, in addition to the project managers, and were to receive
compensation for those tasks. According to the evaluation scoring system utilized by DDOE, the
CBOs were to be scored by the committee based on the organization's experience level, not
solely on the experience level of an individual. CBOs were evaluated on factors such as
performance in weatherization or housing renovations and the capacity to undertake a timely and
effective weatherization program. The evaluation sheet contained separate sections on scoring
the proposal for the experience of subgrantees and individual resumes submitted.

In addition to concerns about the media organization's lack of qualifications, we also identified a
concern that DDOE's evaluation and selection of PME may have been improperly influenced by
prior professional relationships between DDOE employees and a member of PME's team. In
particular, DDOE awarded EECBG funding to PME based on its Weatherization Program
proposal, in which PME had teamed with a project manager that was also a former employee of
DDOE. This individual had separated from DDOE in March 2009 and applied for Department
funding through the Weatherization Program in August 2009. PME and the project manager
were awarded Weatherization Program funds by DDOE, and subsequently awarded EECBG
funds in June 2010, based on the Weatherization Program evaluation. We discovered that the
project manager had been a former supervisor to two of the six DDOE selection committee
members and the EECBG grant manager. DDOE was unable to provide any evidence that it had
considered whether the individual's previous employment in DDOE and his role as a former
supervisor of two of the selecting officials should have precluded him from working with the
agency on these matters.

The project manager's resume submitted to DDOE purported to demonstrate that the individual
had managed and directed multiple energy programs within DDOE. However, DDOE officials
told us that the project manager, who previously worked as a senior DDOE official, did not have
as extensive a role within the organization as described in the resume submitted with PME's
proposal. In fact, the officials indicated that the project manager had "embellished” the resume
and did not have the experience presented. However, this assertion is inconsistent with the
DDOE official's previous statements that PME's selection had primarily been based on this
individual's technical experience. Based on the supporting documentation provided, we were
unable to determine that the individual had falsely represented any of the prior experience
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annotated on the resume. Further, one DDOE official stated that the evaluation committee may
not have reviewed the individual's resume in much detail because the committee was aware of
the individual's experience based on the familiarity with the individual's previous role within
DDOE.

EECBG Program Monitoring

We found weaknesses in EECBG Program monitoring pertaining to advanced funding provided
to CBOs, correcting and notifying the Department of the poor performance of duties by one CBO
and its contractors, and project file supporting documentation. Under the award terms and
conditions, DDOE was responsible for management and oversight of all EECBG activities.
However, we found that DDOE:

e Advanced over $160,000 to three of six CBOs without assigning corresponding EECBG-
related projects/work. As a regular business practice, DDOE had advanced the six CBOs
EECBG funding as working capital. Federal regulations and terms and conditions of the
award state that recipients should minimize the time elapsed between receiving and
disbursing Federal funds. Ultimately, because DDOE failed to perform reconciliations of
advances to corresponding expenditures in a timely manner, it was over 14 months before
one CBO, Anacostia Economic Development Corporation, returned the unused funds and
16 months for another CBO, Arch Training Center. Additionally, AHDD never returned
the unused advanced funding. DDOE officials stated that they were always aware of
outstanding advances; however, the only formal method for tracking advances was
through annual program reconciliation.

To address the advanced funding issue, DDOE stated it had subsequently adopted a
reimbursement-only policy; however, we found that the policy had not been formalized
in writing. Additionally, despite its assertion, we found that DDOE continued advancing
funds to at least one CBO, United Planning Organization (UPO). In fact, during our
audit, we found that DDOE had directed UPO to submit invoices for EECBG work even
if the work had not been completed. In turn, DDOE paid UPO the requested amounts.
Officials told us this process was necessary to provide UPO with funding while fiscal
year reconciliations were conducted because that routine usually caused a lapse in
payments. By continuing to advance funds, DDOE negated the corrective action
intended to resolve the advanced funding issue. Further, DDOE's practice of directing
CBOs to submit invoices for work not completed calls into question the integrity of the
EECBG invoicing submission and approval process.

e Had not adequately monitored and corrected poor performance from PME and its
contractors. Specifically, in reviewing DDOE's documentation, we found 12 of 33
projects had instances in which the invoices submitted by PME's contractors claimed
reimbursement for work not performed and 19 of the 33 jobs failed inspection by DDOE.
Further, three of the contractors used by PME failed the DDOE quality control inspection
at a rate of more than 57 percent, with one contractor's failure rate exceeding 91 percent.
DDOE documentation of its inspections of PME's work showed that DDOE personnel
had noted PME submitted claims for installations that were found not to have been
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installed, items referenced as "priced too high,” incomplete jobs, and jobs with quality
issues. DDOE officials stated that PME had been assigned a group of 33 projects in the
beginning phase of the award, additional work was not given after issues were identified,
and it seemed an appropriate policy to give the responsible entity an opportunity to
correct the deficiency or address the problem. DDOE also had not paid the invoices
containing the potential false submissions in the instances we reviewed and had
performed its own follow-up inspections to ensure that agreed-upon work had been
completed and matched the invoiced amounts. While we agree the initial actions were
prudent, DDOE had not addressed the systemic issues by allowing PME and its
contractors to continue work on tasks included in previously assigned projects without
redirecting work to more capable CBOs.

According to PME's agreement with DDOE, work performed by contractors must be
monitored and inspected by the CBO. We found, however, that DDOE had neither
requested nor reviewed PME's inspection documentation. During our audit, we requested
PME's post-installation monitoring documentation to provide evidence these inspections
had occurred. Once this information was received, however, we identified multiple
inconsistencies between PME's invoice submissions and inspection reports when
compared to inspections subsequently performed by DDOE. For example, PME
submitted an invoice for one project that included charges for four energy efficiency
measures, two of which PME had not inspected. Those measures subsequently failed
DDOE inspection. Although an official for PME stated that several contractors were
ultimately terminated, we noted that PME had continued to submit the improper claims
even though inspections of the installations noted that they failed or were incomplete.

e Had not notified the Department of unsatisfactory performance of duties and potential
false claims by PME and its contractors. The terms and conditions of the EECBG award
agreement required DDOE to promptly notify the Department or Office of Inspector
General of any credible evidence that a contractor, subgrantee, or subcontractor had
submitted a false claim under the False Claims Act, or similar misconduct involving
EECBG funds. DDOE had not notified the Department regarding multiple claim
submissions from PME for work not performed, a practice we viewed as representing a
series of potential false claims.

e Had not maintained sufficient supporting documentation in project files or adequately
documented program costs as required by Federal regulations. For UPO, DDOE had
accepted a standardized spreadsheet template as support for EECBG expenses instead of
invoices its contractors typically used to support business transactions. Specifically, this
condition existed for 42 of 45 projects managed by UPO, totaling about $500,000. After
our review of all EECBG costs incurred through December 2012, DDOE officials
worked with the District of Columbia's Chief Financial Officer, the CBOs, and
contractors to obtain and provide adequate supporting documentation for the majority of
EECBG Program costs. However, DDOE was unable to provide support for about
$4,000 at PME, an amount we questioned as unsupported.
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Establishment and Implementation of Policies and Procedures

We found the identified issues occurred because of an ineffective control environment at DDOE
relating to the grants we reviewed. Specifically, we found that weaknesses identified in the CBO
selection and evaluation process were a result of inadequately designed or implemented
procedures. Regarding the selection of PME based on its partnering with a former DDOE
employee, we found that the evaluation team had not consulted the general counsel or the ethics
officer despite the connection with the former employee. Further, although DDOE had clear
evaluation criteria, we found the technical evaluation criteria to be inadequately implemented by
DDOE selection committee personnel. For example, one committee member, who previously
worked directly for PME's project manager while at DDOE, scored the media company 97 out of
a possible 100 points, a score that, in our judgment, was clearly not warranted. We based our
conclusion on the fact that the criteria included areas such as experience and the CBOs matching
of funds; however, PME had no relevant technical experience and had not provided matching
funds, despite the high score.

The weaknesses in program monitoring occurred, in part, because DDOE had not adequately
implemented and documented policies and procedures for managing the EECBG Program. For
example, DDOE had not implemented a process to ensure timely reconciliation of EECBG
funding advances. While DDOE officials told us they reviewed the funds advanced to several
CBOs as part of an annual process, in actuality the final reconciliation did not occur until about
14 months after the original advance date. Although DDOE could explain the processes used for
monitoring CBOs and subgrantees, these processes had not been documented. DDOE officials
told us that CBO inspection reports had been submitted to DDOE for review after inspections
were conducted. However, in the absence of written policies and controls, we found that the
application of the informal processes had been inconsistently applied. In particular, DDOE had
not requested or reviewed the inspection reports from PME before our audit. We also found that
DDOE had not established or set a standard for documentation requirements in project files, and
program managers over the various areas within DDOE had not been required to document how
they managed their specific programs.

Further, we found the lack of notification of unsatisfactory performance of duties and potential
false claims occurred because DDOE officials lacked training in fraud, waste and abuse detection
and prevention measures. DDOE officials stated that they had not received training in these
areas. As aresult, DDOE officials had not recognized the reimbursement requests for
incomplete and/or improperly performed work to represent potential false claims, and instead
viewed the requests simply as demonstrating unsatisfactory performance. DDOE officials also
stated that they were not aware that they could take administrative action based solely on
performance-related issues as opposed to fraud.

With regard to adequately monitoring and correcting poor performance of the CBOs and their
contractors, we found that DDOE had not maintained formal records of vendors, subgrantees,
and/or persons with whom it had performance issues. Rather, officials stated that they knew the
record of various organizations based on internal experiences. DDOE officials stated that they
had a "mutual understanding" that DDOE would no longer work with specific CBOs or their
contractors. However, the officials had not formalized this understanding.
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We found that another contributing factor was the loss of institutional knowledge due to turnover
of experienced staff. We identified multiple examples of personnel turnover that created
temporary losses of institutional knowledge. This, combined with the lack of documented
policies and procedures, created an environment rife with control concerns. For example, in
three instances we identified, key DDOE officials took extended leave and multiple DDOE
officials noted that the lack of written policies disrupted operations because interim personnel
performing the responsibilities were unclear on how the program was to be managed. It was
under the interim individual's supervision in which the concerns were noted with the advances.

The issues we identified were not transparent to the Department because DDOE was treated as a
state entity by the Department, and under the existing financial assistance award agreement, was
not required to provide detailed documentation supporting its EECBG expenditures. As such,
the Department may not have had the information necessary to identify the issues and take
appropriate corrective action.

Impact and Path Forward

Effective internal controls provide assurance that entities identify, detect and mitigate risks that
can hinder operations and program objectives. Without a proper control system in place, there is
an increased risk for fraud, waste and abuse. In the case of DDOE, some of the risks were
realized, with the overall control environment greatly contributing to the issues within the
EECBG Program. Further, because the District of Columbia and DDOE manage other
Department and Federal programs, it is essential that effective controls are implemented and
followed.

Although we remain concerned about DDOE's overall monitoring of the CBOs, to its credit,
DDOE had taken a number of positive steps while implementing the EECBG Program, including
developing administrative systems and monitoring tools designed to ensure proper accounting
for Recovery Act funding and compliance with laws and regulations. Specifically, DDOE had
detected and disallowed about $23,000 in overcharges through its post-installation inspections
for one CBO before payment had been made. DDOE had also increased the number of projects
reviewed by DDOE officials in response to the identified problems with this CBO. In addition,
even though DDOE had not recovered advanced funds from one CBO, it returned those funds to
the Department from its own funding sources.

We found that DDOE also had initiated multiple corrective actions as a result of our audit.
DDOE officials told us they are in the process of establishing written policies and procedures
relating to general management of programs and the overall selection process. Specifically,
DDOE officials stated they are developing standard operating procedures that will incorporate
changes to DDOE's application and selection process and that the new Fiscal Year 2014 request
for applications included a requirement for applicants to provide quality assurance plans with
their applications. DDOE officials also told us that they have instituted additional controls over
the selection process, including prohibiting program staff from participating in evaluation panels,
and requiring signed confidentiality and conflict of interest statements from evaluation panel
reviewers. Further, officials informed us that they have taken action to revise DDOE's internal
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reconciliation process. DDOE officials also told us they had addressed the invoicing issue with
the CBO that had submitted spreadsheets instead of invoices. Finally, DDOE officials said that
they were looking into other Department programs that had funded the CBO with performance
issues and overcharges. Officials stated that the same types of issues were noted in at least one
other Department program. We found these actions generally responsive. However, because
DDOE is in the process of initiating and documenting the changes to its organization, these
actions remain to be fully completed.

The actions taken thus far should, if fully implemented, help resolve problems with the District
of Columbia's administration of financial assistance award. However, more remains to be done.
As such, we recommended a number of corrective measures.

RECOMMENDATIONS

To address the problems outlined in our report, we recommend that the Assistant Secretary for
Energy Efficiency and Renewable Energy require DDOE, as part of its administration of
Department funds, to:

1. Evaluate the selection process for future awards and those with remaining funding to
ensure Federal regulations governing working with former employees are addressed and
established evaluation criteria is implemented effectively;

2. Complete and implement written policies and procedures relating to program
management and advanced funds;

3. Evaluate monitoring processes to ensure performance and overcharging issues are
documented and addressed formally;

4. Provide training to personnel on fraud, waste and abuse, and the suspension and
debarment process; and

5. Establish procedures to notify the Department of potential fraud, waste, abuse and
mismanagement.

We also recommend that the Contracting Officer for the DDOE's EECBG Program:
6. Resolve the questioned costs identified in our report.
MANAGEMENT REACTION

The Department and DDOE generally agreed with the recommendations in the report. The
Department stated it had been working with DDOE to ensure that all corrective actions were
implemented. For example, the Department planned to review, comment, and monitor
implementation of improved policies and procedures related to conflicts of interest; request for
application documentation; subgrantee performance issues; and notifications of potential fraud,
waste, abuse and mismanagement. Additionally, the Department stated that it would work with

Page 7 Recommendations and Management Reaction



DDOE, and provide resources as needed and available, to assist DDOE in adequately training its
staff. In regard to our questioned costs, the Department stated that it was actively working with
DDOE to resolve the amounts. The Department stated that it would require DDOE to complete
its corrective actions on or about December 6, 2013.

DDOE stated it had initiated corrective actions and had begun to integrate our recommendations
into the EECBG Program. Specifically, DDOE stated it had drafted policies and procedures to
improve upon program areas cited in our report. DDOE asserted that its mandatory ethics
training provides some fraud, waste and abuse training. DDOE also stated that it would add
training for personnel on issues identified in our report, including identifying and reporting
potential fraud, and procedures for suspension and debarment. However, DDOE expressed
concern that our report extrapolated findings to the control environment of the entire agency,
based on our review of only one grant. In addition, while DDOE acknowledged that it had been
unable to provide a specific invoice to support the $4,000 expenditure questioned in our report, it
indicated that the costs, related to the installation of a boiler, were justified. Specifically, DDOE
stated that it had post-installation documentation evidencing that the boiler had been installed
and had conducted price research to support the boiler's fair market value.

AUDITOR COMMENTS

The comments received from the Department and DDOE were responsive to our
recommendations. We clarified in our report that our assessment of DDOE's control
environment was specific to the EECBG and Weatherization Assistance grants reviewed. The
Department indicated in its response that it would work with DDOE to resolve the questioned
costs.

The comments from the Department and DDOE are included in Appendix 3.
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Appendix 1

OBJECTIVE, SCOPE AND METHODOLOGY

OBJECTIVE

The objective of the audit was to determine the sufficiency of internal controls over the District
of Columbia's Department of the Environment (DDOE) Energy Efficiency and Conservation
Block Grant (EECBG) funding.

SCOPE

The audit was performed at the Department of Energy's (Department) Headquarters, DDOE
Headquarters, and the District Office of the Chief Financial Officer in Washington, DC, as well
as selected subrecipient locations. We limited our scope to the EECBG Program and the
evaluation process for the Weatherization Assistance Program.

METHODOLOGY

To accomplish the audit objective, we:

e Conducted interviews and meetings with Department and DDOE officials.

e Reviewed applicable laws, regulations, and policies and procedures pertaining to the
EECBG Program under the American Recovery and Reinvestment Act of 2009.

e Determined applicable cost principles and procurement standards.

¢ Reviewed all invoices and conducted a complete review of DDOE's records for
reimbursements submitted as of December 31, 2012.

e Reviewed prior audits of the EECBG Program conducted by the Department's Office of
Inspector General and the U.S. Government Accountability Office.

e Obtained access to the Department's Strategic Integrated Procurement Enterprise System
and reviewed individual award files for the DDOE's EECBG Program.

e Reviewed the Department's and DDOE's risk assessments and implementation of
mitigation measures.

e Reviewed the Department's site visit documentation for all reviews completed from
inception of the award to December 31, 2012.

e Examined DDOE's monitoring documents for the EECBG Program. Specifically, we
reviewed the last three quarterly reports as of December 31, 2012. We judgmentally
sampled seven monthly monitoring reports based on known project activities and
advancement timeframes. We also judgmentally sampled invoices within the home
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Appendix 1 (continued)

energy rating program based on duplicate names and addresses, and traced the invoices to
entries within the internal system to verify duplicate payments were not made. Because
we did not use a statistical sample, we could not project to the population.

e Conducted site visits to District of Columbia agencies, three community-based
organizations, one contractor and eight project sites. We judgmentally selected the
locations based on attributes including EECBG activities, project descriptions and project
Costs.

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 objective. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objective. The audits included tests of
controls, and compliance with laws and regulations necessary to satisfy the audit objective.
Because our review was limited, it would not necessarily have disclosed all internal control
deficiencies that may have existed at the time of our audit. We considered the establishment of
Recovery Act performance measures that included certain aspects of compliance with the GPRA
Modernization Act of 2010, as necessary to accomplish the objective. We conducted an
assessment of computer-processed data relevant to our audit objective and found it to be reliable.

We conducted an exit conference with the Department and DDOE on November 22, 2013.
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Appendix 2

PRIOR REPORTS

Under the American Recovery and Reinvestment Act of 2009, the Office of Inspector General has
initiated a series of audits designed to evaluate the Department of Energy's Energy Efficiency
and Conservation Block Grant Program. Our series of audit reports include the following:

e Examination Report on South Carolina Energy Office — Energy Efficiency and
Conservation Block Grant Program Funds Provided by the American Recovery and
Reinvestment Act of 2009 (OAS-RA-13-21, May 2013).

e Audit Report on The Department of Energy's American Recovery and Reinvestment Act
Energy Efficiency and Conservation Block Grant Program — State of Colorado and
County of Boulder, Colorado (OAS-RA-13-16, March 2013).

e Examination Report on Connecticut Department of Energy and Environmental
Protection — Energy Efficiency and Conservation Block Grant Program Funds Provided
by the American Recovery and Reinvestment Act of 2009 (OAS-RA-13-14, February
2013).

e Examination Report on Texas State Energy Conservation Office — Energy Efficiency and
Conservation Block Grant Program Funds Provided by the American Recovery and
Reinvestment Act of 2009 (OAS-RA-13-13, February 2013).

e Examination Report on City of Los Angeles — Energy Efficiency and Conservation Block
Grant Program Funds Provided by the American Recovery and Reinvestment Act of 2009
(OAS-RA-13-12, February 2013).

e Examination Report on North Carolina State Energy Office — Energy Efficiency and
Conservation Block Grant Program Funds Provided by the American Recovery and
Reinvestment Act of 2009 (OAS-RA-13-09, February 2013).

e Audit Report on The Department's Implementation of Financial Incentive Programs
under the Energy Efficiency and Conservation Block Grant Program (OAS-RA-L-13-02,
December 2012).

e Examination Report on The Department of Energy's American Recovery and
Reinvestment Act Energy Efficiency and Conservation Block Grant Program — Efficiency
Maine Trust (OAS-RA-13-04, November 2012).

e Examination Report on County of Los Angeles — Energy Efficiency and Conservation
Block Grant Program Funds Provided by the American Recovery and Reinvestment Act
of 2009 (OAS-RA-13-02, October 2012).
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http://energy.gov/sites/prod/files/2013/05/f0/OAS-RA-13-21.pdf
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http://energy.gov/sites/prod/files/OAS-RA-13-14.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-14.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-14.pdf
http://energy.gov/sites/prod/files/2013/04/f0/OAS-RA-13-13.pdf
http://energy.gov/sites/prod/files/2013/04/f0/OAS-RA-13-13.pdf
http://energy.gov/sites/prod/files/2013/04/f0/OAS-RA-13-13.pdf
http://energy.gov/ig/downloads/examination-report-oas-ra-13-12
http://energy.gov/ig/downloads/examination-report-oas-ra-13-12
http://energy.gov/sites/prod/files/OAS-RA-13-09.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-09.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-09.pdf
http://energy.gov/sites/prod/files/OAS-RA-L-13-02_0.pdf
http://energy.gov/sites/prod/files/OAS-RA-L-13-02_0.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-04.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-04.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-04.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-02.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-02.pdf
http://energy.gov/sites/prod/files/OAS-RA-13-02.pdf

Appendix 2 (continued)

Examination Report on California Energy Commission — Energy Efficiency and
Conservation Block Grant Program Funds Provided by the American Recovery and
Reinvestment Act of 2009 (OAS-RA-13-01, October 2012).

Audit Report on The Department of Energy's Energy Efficiency and Conservation Block
Grant Program Funded under the American Recovery and Reinvestment Act for the City
of Philadelphia (OAS-RA-12-09, April 2012).

Special Report on Lessons Learned/Best Practices during the Department of Energy's
Implementation of the American Recovery and Reinvestment Act of 2009
(OAS-RA-12-03, January 2012).

Audit Report on The State of Nevada's Implementation of the Energy Efficiency and
Conservation Block Grant Program (OAS-RA-12-02, November 2011).

Letter Report on The Department of Energy's Energy Efficiency and Conservation Block
Grant Program Funded under the American Recovery and Reinvestment Act for the State
of Pennsylvania (OAS-RA-L-11-11, September 2011).

Management Alert on The Status of Energy Efficiency and Conservation Block Grant
Recipients' Obligations (OAS-RA-11-16, September 2011).

Audit Report on The Department of Energy's Implementation of the Energy Efficiency
and Conservation Block Grant Program under the Recovery and Reinvestment Act: A
Status Report (OAS-RA-10-16, August 2010).
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DEPUTY ASSISTANT 5 ¥ FOR ENERGY EFFICIEMCY
EMERGY EFFICIENCY AMD REMEVWABLE ENERGY

SUBJECT: Response to the Office of Inspector General's Draft Audit Report an
"The Department of Energy’s American Recovery and Reinvastment
Act Energy “fficiency and Conservation Block Grant Program — District
of Ualumibia”™

The (ffice af Energy Efficiency and Renewable Energy (EERE) appreciates the oppartunity to
review and make commmeants ralated to the Office of Inspector General's (OI1G) Draft Audit
Report on “The Depertment ol Energy's American Recovery and Reinvestment Act Energy
Efficiency and Conservation Block Grant Program (EECBG) — Listret of Columipia™.

Tha Offize of Weatherization and Intergovarnimental Programs is providing this mema in
responss to the October 2013 OIG Draft Audit Repart, ragzrding the District Department of the
Environment's [DDOE's) EECBG grant awarded to the District of Columbia.

EERF provides guidance and support to all grantees purzuant to the Cade of Federal Regulations
[CFR). 10 CFR 600 and 7 CFR 225 (4-B7). As applicable, EERE also provides grantess guidance
pursuant to 2 C=R 220 {4 21}, 2 CFR 230 |A-122), and 10 CFR 400. EERE seeks to ensure
complianca with Federal repulations through engoing manitaring and communications with
grantess.

The OIG made six recommendatinns for the Department of Energy’s aversight of the EECBG
District of Columbia award. EERE continues to address 01G's recommendations and has been
working with award recipients Lo cisure that all corrective actions are implementec.

The responses below address the OIG's findings:
NG Recommendation 1: Evaluate the selectizn process for future awards and those with

remaining funding to ensure Federzl regulalicns governing warking with former employees arg
addressed and established evaluation criteria is implemeanted effective y.

@ Prrim wibgay vk el seper
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Appendix 3

£ERE Response: DDOE drafted improved writtzn polides and procedures addressing issues
including conflicts of interest. EERE has reviewed, commented cn and will be monitoring the
effectiveness of DDOE's improved policies, The EECBE District of Columbia award period of
performance ended on September G, 2013, This award is currently [n closeoul. T effecive,
EERE will require that DDOE formalize and Implement its improved palicies before final closeout
on or about December 6, 2013, EERE will continue to monitor the effzctive implementation of

DDOE improved processes to ensure compliance with policies and procedures In any future
awards,

QG Recomunegndation 2: Complete and implement writien policies and procedures relating to

program management and advanced funds.

EERE Response: DDCE asserts that they have significantly cverhauled thelr request for
application [RFA} documentation, intluding modifying their policy to allow reimaursemant only.
DDOE has senl the revised RFA to their current sub-reciplents and will provide the revised RFA
to future sub-recipients. EERE has requested that DDOE provide the revised RFA and
supporting documentation to EERE for review and comment. EERE will monitor any future
DDOE awards to ensure that the policies and procedures are effectve and properly
implemented. The period of performance of this award concluded on September 6, 2013, The
awsrd is currently in the closeout grocess. EERE will regjuire COOE to finallze the draft RFA
policies &nd procedures and to fully implement the revised RFA before finalizing closeout an or
about December &, 2013,

O¥5 Recommengdotion 3: Evaluate monitoring processes to ensure petformance and
overcharging issues are documenled and addressed formalhy.

EERE Response: DDOE asserts that they are drafting improved written policies and procedures
that require formal documentation of performance 1ssues by sub-grantess. EERE will request,
review and comment on DDOE's improved policies and procedures to ensure that they are
properly Implemented. EERE will monilor any DDOE lulure awards Lo ensure Lhe policies and
procedures are followed and working ettectively. The pariod of performance of this award
concluded on Septernber £, 2013, The award is currently in closeout. EERE will require that
these golicles and procedures are written and implemented by DDOE before finalizing closaaut,
on or about December €, 2013,

NG Recormmendation £: Provide training to personnel on frawd, waste, and abuse and the
suspension and debarment process,

EERE Response: EERE will continue to work with DDOE and to provide rescurces as neadad and
as available to assist DDOE in adeguately training its staff. EERE will monitor any future awards
to help prevent fraud, waste and abuse.
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li T i i ify the Department of potential fraud
waste, abuse and misrmanagemeant.

EERE Responss: bERE has requested that DDOE provide a copy of written policies and
procedures that require DDOE to notify EERE ar CIG of patentlal fraud, waste, abuse and
mismanagement. EERE plans on providing DDOE input on these policies and procedures to
ensure that they are properly implemented, and manitor any Juture awards to help prevent
fraud, waste, and abuse. This period of performance of this award concluded on September 6,
2013, The award is currently in closeout. EERE will require that these policies and procedures
arg written and implementec by DROE before finalizing closeout on or about December B,
2013, DOE will cetermine if a monitoring visit is necessary to ensure these policies are properly
implamented, and, if required, will parform on-site menitoring before Dacember &, 2013,

G Recommendation & Contracting Officer for the DOOE"s EECHE Frogram resolve the
questioned costs identified in our report.

EERE Response: The Project Officer and Contracting Officer for DDOE's EECBG Program arg
actively working with DDOE to reselve the questioned costs identified in the NG report.
Insufficlently substantlated casts will be disallowed before closeout Is cancluded, on or about
December &6, 2013,
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DISTRICT OF COLUMBIA COMMENTS

GOVERNMENT OF THE DISTRICT GF COLUMDLA
District Depactment of the Ervironment

* * K
R S
R

ewarher 31,2005

Fickew [L, llass

Dieputy Inspector General Lor Audits and Inspections
LS. Thepartment of Livergy

Washinulon, L 20585

RE: DPOF WMapagement Response Lo the Draft Audit Report fur DOE's ARRA
EECEG Program, daled Getober 2013

Desr Mr. Llaszs:

The Dislhet Repartment of the Environment (*D0OCE™) has revicwed the above-referencad drall
andit roport (Repart™) provided by your aflice om October 11 2013, and hereby submivs i
mnagement response bobow,

The oudit examined one grant hut extrapolates the Fmdings W the control coviromment vl the
entire ageney, even though nane of the olher work of the ageney wies examined. DLOE aceepts
pesponzibd ity for administeation of this grant, and in ewr responses T your recomimendations
bicfow we nclude steps we ane laking Lo improsi: oo written policies und proceduces.

The Reporl males six recommendations. 13000 coneurs with five und has already begun fo
inlegrube therm e the Program, as fallows:

Revamarendotion W1 Fvaliarte the seteciion provess for fururs mecrdy and Wiose with remalning
Jhirnding o arsure Federal revalations governing working el foaor amploveey e slofress o
el esterhlivhedd eveluation crirerta iv nplemented effectivell

[0E coneurs. DNOT s Request for Apphcations (“RFA™) format and procedure, as eovised o
20113, specilies the evaluation eriteris in Adlachment 1 of the RFA 2013-11-WAP,
Weatherization Assistance Program for Fizesl Year 2014, o additen, TITOE reqoires all ol
programs jo collect conflict of ntereat declarations from evaluglion sl seleclion panzl
metnbers.! Wit segard to working with rmer employees, the Thstrict of Columbia's Fihies

el el pl.‘ll‘:lhshl::_‘] n 2012 eiiey e applicable foderal repulalians and provides guidunes
repardinge the “revalving dros™ for govermment smpheyment, All DC Government emnplayess s
merw reguited Lo tabe the related onlime: etmes training and make sn ethics pledpe.

Recammandoiton §2: Complete and tmplamend written polictes and procedures relating to
o managemen g seivaneed finds.

DS copen. THTOE intends to adept by December 31, 2013, an Epergy Programs Standard
Crparating Procedures (301 manual 1o implement this r»c-:rmm;:udal;(‘-ﬁ and hae added oiher
micasuras o streaethen the audiled Progmm. The standard BTA sels ont the palicy dyrginsl
making finding advanees oy suhgrantees crocpt in speuial circurmstansces, the nse of detiiled
evaluation crileria, and application of Thstrict ethies males o the 'rogeam, Speailiendly, saction
A.l{e) an page 21 of the RTA slates, “DIOR s stendard practics Lor giant aveard paymoniy i o

S LHLET w;e:-ﬂ“n‘j-lrr aird

CHEDARTMERT
(¥ THE
TS TADMENT 1200 First S0 NE, 3% FinoT, washimglen, DS 20002 | el 202 R552600 | weebmdiloridi gy
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Appendix 3 (continued)

funds at the bogioning of the arant pertocl 117the appplicant seeks star-up payments i1 shald
make the request in its proposal, and explain the request.”

Freommendaiivg «37 Bvliie moniiering Processes [0 eRvure pertormance ard overcliorgine
(RFHes are doctmented and dddvessed fovmeally

DTOE coneurs. TIMOT wall implement this through the new SO manval, wich partienlar
allention Lo lnancial, wehnical and perfirmumnes moniteeing,

Kecommendarion 24 Provlde frainurg o personnel o frawd, weeste, and abuse, amd he
suzpensian gud de barment process,

130 concurs arel will add this o the present raining. The Thsmcers mandasony ethics fmainng
provides seme training on fisad, wastc and abuse, DDOL swill include Trawd, woste, smd uhuse
[rmingrs i Gsenl viar 2004, includinge menitoring snd reporting proccdurcs. failed inspoctions,
inaueurile imvoice suhrmissions, mo-compliunee Tetbers, comective aoiion, aml amphasis on
ienfifying and reporting potemtial frand . and proceduves Do suspension and debarment.

Fecommeadalion «3: Evtahlivh procedares g motd che oeparimart of potenriol frond, wasr,
cilrine citel wisrGaLITe e,

DO weill 5o nobily 15 O The new S0P manual sed training will cmphasize such
{CALSPArCeT,

Recommendaliveg wis Resodee i irnaectionasd sosts idenitfied | o repoer

DDOE poneurs with questioning the $3,999 29 undocumented expenditure for a new,
roplugement hoiler, and provides the following cxplanation to justifv the cxpondituee. e aodit
rapott staras that DTMOE was ahie o provide only fnoemail to suppot this exponditunc. The
subgrantee, PME, lad bundled the boiler purchase and instatlarion in a larger figue. 11304
repeatedly roquested a specifie involes from UME, bu PRME [iled W provide o receipl e Lhe
Twiler’a porchase, TTHOE conducted a post=istallation mespection and detennined Gt e
wontractor biad indoeel delivered a bailer e the business sl Chat the hoaler hal heen nsialled.
Photographs were taken, DTOE s previons price rescarely its case vevicw, and inspection of the
praject shawed that approsimately $4000 was a Tair warkel price Tor the beiler,

We tharh wou for Uhis opoorbunily o meview the dredl aodil epon snd provide our comoments.

Woere iruby yous,

!
/ﬁ'l..']l't A .ﬂr'l_qfi-_:r:ml]:;
Dincelar & | |

Tvwide fl':r-u.rzﬂr.-i Mz wrad Soroehook | hlipe Yoo de seadbooksciewdde-gronts-msmea - and-
surt bl Bl-rovsew-und-aveard -peneess, See, B 1 par (kg {p 18
" ics M oanal, District of Colombia Board of Frides aod Governinenl Avenonkabilily {Up<iaed Apnt 1, Z012),

-y

antilable i hupaeemaake o, | 44 pages), pp 32-33 (lost visited B0/30°2003),
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IG Report No. OAS-RA-14-02

CUSTOMER RESPONSE FORM

The Office of Inspector General has a continuing interest in improving the usefulness of

its products. We wish to make our reports as responsive as possible to our customers'
requirements, and, therefore, ask that you consider sharing your thoughts with us. On the back
of this form, you may suggest improvements to enhance the effectiveness of future reports.
Please include answers to the following questions if applicable to you:

1. What additional background information about the selection, scheduling, scope, or
procedures of the audit or inspection would have been helpful to the reader in
understanding this report?

2. What additional information related to findings and recommendations could have been
included in the report to assist management in implementing corrective actions?

3. What format, stylistic, or organizational changes might have made this report's
overall message more clear to the reader?

4. What additional actions could the Office of Inspector General have taken on the issues
discussed in this report that would have been helpful?

5. Please include your name and telephone number so that we may contact you should we
have any questions about your comments.

Name Date

Telephone Organization

When you have completed this form, you may telefax it to the Office of Inspector General at
(202) 586-0948, or you may mail it to:

Office of Inspector General (1G-1)
Department of Energy
Washington, DC 20585
ATTN: Customer Relations

If you wish to discuss this report or your comments with a staff member of the Office of
Inspector General, please contact our office at (202) 253-2162.
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The Office of Inspector General wants to make the distribution of its reports as customer friendly
and cost effective as possible. Therefore, this report will be available electronically through the
Internet at the following address:

U.S. Department of Energy Office of Inspector General Home Page
http://energy.gov/ig

Your comments would be appreciated and can be provided on the Customer Response Form.


http://energy.gov/ig

