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CHA

OIG AUTHORITY

The authority to perform this review was established in the Office of the Inspector General Charter
approved by the Board of Commissioners, which states that the OIG has the power and duty to review
the programs of the Chicago Housing Authority (CHA). The OIG is tasked to identify any inefficiencies,
waste, fraud, misconduct, and to promote economy, efficiency, effectiveness, and integrity in the
administration of CHA programs and operations. The role of the OIG is to review CHA programs and
make recommendations for improvement. CHA management is responsible for establishing and
maintaining processes to ensure that CHA programs operate economically, efficiently, effectively and
with integrity.

OVERVIEW

The OIG conducted a review of the scavenger services contracts on CHA’s properties. The review
focused on scavenger service contracts or service agreements between the Private Property
Management companies (PPMs) and scavenger service vendors for compliance with HUD and CHA
procurement requirements as well as reviewed expenditures/cash disbursements and payment of
invoices associated with scavenger contracts for compliance with the CHA PM Financial Policy &
Procedural Manual.

The review identified six findings (observations). Five of the findings are ranked as high risk requiring
immediate action plans. The draft report was presented to the Asset Management Department (AM)
and to the PPMs. Exit conferences were held with AM and the PPMs and on each occasion the draft
report was reviewed and each finding was discussed. Written responses were received from all the
PPM by the due date of July 6, 2015, except H. J. Russell. H.J. Russell submitted their response on July
23, 2015.

The summary of the PPMs responses is reflected in the executive summary.

Asset Management Department provided management responses in which they concurred with all the
OIG’s observations and recommendations.
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I

Executive Summary

Observations

1 Contracts and agreements were not
competitively bid. 15 of 21 selected sites
(71%) did not have contracts / agreements
that were in compliance with HUD Form 5370
as required by the contract between CHA and
the PPMs. The lack of contracts / agreements
that meet HUD/CHA requirements allowed
the vendors to unilaterally increase their
rates. Some of the contracts expired over five
years ago. East Lake Management and the
Habitat Company had sites with service
agreements that were 3 to 7 years old. The
OIG noted invoice rate increase up to 13%
within the scope year of 2013.

2 PPMs used CHA funds to pay late payment
penalties amounting $11,603, which were
non-allowable expenditures. This is a
violation of CHA’s PPM Procedural Manual,
and lllinois Local Government Prompt
Payment Act (50 ILCS 505) Sec. 3.

3 H. J. Russell’'s scavenger contracts (not in
compliance with HUD Form 5370) at
Scattered Site West and Abla Homes have
rates that are inconsistent with invoice base
rates, and added environmental and recovery
fee /fuel surcharge rates resulting in $43,579.
At Henry Horner, rate increases for fuel
surcharge and base rate resulted in $14,997
overcharge.

4 Hispanic Housing Development Corporation
(HHDC) contracted with Waste Management
to provide scavenger services at North
Central Scattered Sites in 2006 for a two year

Risk Level

High

Medium

High

High
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Recommendations

Asset Management instruct the PPM to
obtain fully executed, properly solicited, and
HUD compliant contracts.

The New contracts should meet 24 CFR. Part
85.36, HUD Procurement Handbook 7460.8
REV.1, (Procurement Handbook), CHA’s
Procurement Policy (Approved by HUD in
2003), and specifically the HUD Form 5370-C:
General Condition for Non-Construction
Contracts of the contract between CHA and
the PPMs, PPMs and their contractors.

Asset Management develop a robust
monitoring process for contract compliance
and management for all PPMs.

Asset Management Department provide the
PPMs with CHA’s General Business Expense
Policy, train PPM staff on allowable and non-
allowable expenses, and ensure compliance
with PPM Procedural Manual.

PPMs comply with the |lllinois Local
Government Prompt Payment Act (50 ILCS
505) with regards to CHA’s operations and
action to avoid future late fee payments.
PPMs reimburse CHA for all non-allowed
expenses charged to CHA fund.

PPMs ensure that scavenger service invoice
rates are accurate, that payment is made in
accordance with established contract rates,
and any change to the contract during the
contract period be documented and
approved.

See. Observation 1. Recommendation a. b.
and c.

H.J. Russell reimburse CHA for fuel and
environmental recovery fee overcharge
totaling $14,997 at Henry Horner.

See Observation 1, Recommendations a. b.
and c.

See Observation 3, Recommendation a.
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period with one option year. The contract
expired in September 2009. In 2013, HHDC
paid $302,702 for scavenger services. The
approved budget for this site in 2013 was
$230,004. Waste Management charged S
72,698 over the approved budget [']. The OIG
was not provided with documentation to
support that the scavenger services went
through another solicitation after the
contracts expired in 2009.

WCDC entered into a contract with Waste
Management in 2006 for two years with a do
not exceed amount of $659,568 for 12 sites,
and service agreements with Allied Waste for
three other sites. The contract entered into
with Waste Management expired in 2008.
The service agreements have no expiration
dates. The OIG was not provided with
documentation to support that there was
another solicitation for scavenger services
after the contracts expired in 2008.The OIG's
analysis identified charges in excess of the
2006 contract rates, and additional recycling
and extra pick-up fees totaling $31,954 at
SSSE. The 2013 approved budget for the 4
selected sites in 2013 was $407,808. The OIG
analysis identified $135,337charged by the
vendor that was over the approved budget.
The OIG was unable to analyze charges at
Washington Park due to lack of
documentation.

The Habitat Company contracted with Waste
Management to provide scavenger services at
Ella Flag Young and Castleman Apartments in
2009. The contract was for a two year period
with one option year. The OIG was not
provided with documentation to support that
there was another solicitation for scavenger
services after the contracts expired in 2011.
For both sites, the OIG’s analysis identified
$1,320 and $1,275 respectively, charged in
excess of the contract rates. The 2013
approved budget for the two sites is $29,400.

High

High

a.

a.

b.

See Observation 1, Recommendations a. b.
and c.

See Observation 3, Recommendation a.
The WCDC reimburse CHA for recycling, and
the extra pick-up charges for a total
$31,954 at SSSE.

See Observation 1, Recommendations a. b.
and c.
See Observation 3, Recommendation a.

['] Asset Management Department stated that the PPMs scavenger operating budget is reviewed and at times revised
every three months. The OIG analysis is only based on the approved 2013 budget for scavenger services and does not

address possible revisions to the budget throughout the year.
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However, Habitat came in under the 2013
budget by $2,577.

Private Property Management Summary Responses to OIG Observations

The Habitat Company (Habitat)

Habitat advised that they are formulating a solicitation to procure scavenger services and their new
contracts will meet HUD and CHA requirements. Habitat reimbursed the $3,605 in late fees, and
stated that the company will have controls in place to ensure that each invoice is monitored closely
before making payment, and to adhere to the lllinois Local Government Prompt Payment Act and
CHA’s General Business Expense Policy and PPM Procedural Manual

Woodlawn Community Development Corporation (WCDC)

WCDC disagrees with the OIG as to the finding regarding Contracts that were not competitively bid to
meet HUD and CHA requirements. They assert they submitted new bid proposals to Asset
Management (AM) for scavenger services and those proposals were never acted upon by CHA.
WCDC disagrees also with the observation that billing rates are in excess of contract rates, and again
points to their efforts to solicit for scavenger services as well as other services that were not
approved by the AM. Consequently they had to extend contracts on a month to month basis, with
incremental cost increases. Furthermore, the initial contract included no recycling fees as recycling
was performed by the City and was not part of the contract. When the City ended this service, the
scavenger service added this cost to the contract. WCDC agrees with late fee finding and will pay
back $2,472.

East Lake Management (ELM)

ELM responded that they tried to procure a new scavenger service contract and went through an
RFP, bid solicitation and oral presentations. However, AM did not approve their efforts to move
forward. In 2012, AM advised PPMs to proceed on a month to month basis due to the uncertainty of
the PPM contract renewals. ELM asserts that the billing rates were as a result of changes in service
needs since 2009 at Altgeld (recycling), Trumbull (double the number of pick up days) and Lathrop
(decrease due to occupancy decrease and consolidation).

Hispanic Housing Development Corporation (HHDC)

(HHDC) agreed with the observations as well as the recommendations and reimbursed CHA $3,175.
They stated that they will adhere to CHA’s General Business Expense Policy and PPM Procedural
Manual. As to billing rates in excess of the contract rates, HHDC responded that the original contract
was entered into by CHA. New contract procurement has not yet begun due to the fact that the last
two RFP proposals may have extended beyond the PPM contract. Therefore, the contract is on a
month to month basis.
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H.J. Russell

H.J. Russell submitted a response three weeks after the due date. H.J. Russell disagrees with the OIG
observation 2. Billing Rate in Excess of Contract Rate. They provided in their response, a 2007
unsigned Service Agreement and a Fee Proposal Forms dated in 2008 as part of the 2013 contracts.
H.J. Russell will reimburse CHA for the late payment fee of $2,351, and will comply with CHA’s
General Business Expense Policy and PPM Procedural Manual with regards to allowable and non-
allowable expense.

The OIG ranked findings as High, Medium, or Low Risk, to indicate urgency of actions. The priority
ratings and explanation of each are as follows:

High Risk Should be addressed immediately. A high observation includes control weakness that are
causing disruption of the process or adversely affecting the organization’s ability to achieve
operation objectives.

Medium Risk Should be addressed in the near term. A medium observation includes process improvement
opportunities or control weaknesses that may have an adverse effect on the organization’s
ability to achieve process objectives.

Low Risk Should be addressed / considered by management. A low observation includes process
improvement opportunities or minor control weakness with a minimal, but identifiable
impact.
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Background

The Office of the Inspector General (OIG), conducted a program review of two of the five Private
Property Management firms (PPMs) in 2012. During the review, issues relating to the performance,
compliance and billing of scavenger services managed by the PPM firms were identified. Those issues
included:

1. Absence of contract agreements

2. Absence of building/address listing for services

3. Dissimilar rates and charges for similar services

4. Invoices that reflect City of Chicago refuse container license fees

Based upon the identified issues, the OIG determined a review of scavenger services was warranted.

During the fourth quarter of 2009, CHA entered into property management contracts with five (5)
PPMs. These contracts contained language which gave CHA authority to review the books and records
prepared by the PPMs. The contracts also required the PPMs to follow the Property Management
Procedural Manual and CHA Procurement Policy.

The PPMs subcontracted scavenger services to three firms: Waste Management, Republic Services
(DBA Allied Waste) and Independent Recycling Services.

In 2013 Asset Management budgeted $120,142,756 for the operation of the Traditional Family Portfolio
and for the Senior Property sites. $3,322,806 or (2.8%) was spent on scavenger services for 61
properties. Each site has an approved budget for scavenger services.
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A. Objectives

The objectives of the Review are to evaluate:

1. If PPM firms were in compliance with Chapter 15 of the PPM Procedural Manual and the cash
disbursements section of PPM Financial Policy and Procedural Manual.

2. If scavenger service contracts were procured in compliance with CHA Procurement Policy, Chapter 16 of
the PPM Procedural Manual, and HUD requirement for General Contract Conditions for Non-
Construction.

3. If scavenger companies properly billed the PPMs for services at the appropriate CHA properties.

B. Scope

The scope of the review was from January 2013 to December 31, 2013. It covered scavenger contracts and/or
agreements between PPMs and Scavenger Service Companies during stated period.

The OIG conducted the review in accordance with Principles and Standards for Offices of the Inspector
General (Green Book Standard).

C. Approach and Site Selection Process

The review was performed utilizing interviews, inspections, tests and other measures deemed necessary.
Other measures included employing investigative techniques to collect, analyze, evaluate and interpret
evidentiary materials. Interviews were conducted with the senior management and/or representative at each
PPM.

Of the sixty one (61) sites, seventeen (17) CHA family sites and four (4) CHA senior sites were selected for
testing. The property selection was based on combination of:

1. For family sites, those reflecting scavenger costs of $48,000 and above in 2013 were selected.
2. For senior sites, excel random sampling function was used to select 4 sites.

The cost for the 21 sites selected totaled $2,498,478, or 75% of the total scavenger costs of $3,322,806.

D. Definitions
For the purpose of this report the following definitions were used:

1. “Service Agreement” refers to two page document provided by a scavenger service company listing
services, terms and conditions.

2. “Contract” refers to specific type of agreements executed by a PPM and a scavenger service company
with minimum terms and conditions as specified on form HUD-5370 (General Condition for Non-
Construction Contracts) including all Exhibits incorporated in it by reference and Contract Provisions of
the 24 CFR Part 85 Subpart 36.
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E. Key Rules

1. Billing — Private Managers Financial Policy & Procedures Manual states: “The payment for goods and
services, whether accomplished by cash, check or bank transfer, shall be organized to ensure that no
unauthorized payments are made, that complete and accurate records are made of each payment and
all payments are recorded in the appropriated period.” Additionally, “All supporting documents shall
also be reviewed by the PPM or designee to ensure that only appropriate expenditures are processed
for payment.”

2. Vendor Payments - Private Property Manager’s Procedural Manual state: “Vendor payment should be
made within 30 days of invoice”.

CHA PM Financial Policy & Procedural Manual states: “Disbursements from bank accounts shall be
made only for valid transactions and in compliance with CHA and HUD regulations”.

lllinois Local Government Prompt Payment Act (50 ILCS 505. Sec. 3) effective 7-1-07. “The appropriate
local governmental official or agency receiving goods or services must approve or disapprove a bill from
a vendor or contractor for goods or services furnished the local governmental agency within 30 days
after the receipt of such bill or within 30 days after the date on which the goods or services were
received, whichever is later”. Sec. 4. “Any bill approved for payment pursuant to Section 3 shall be paid
within 30 days after the date of approval”.

3. Procurement and Contract — Section 4.11 of the contract between the PPM and CHA states: “The
manager (PPM) shall use competitive purchasing procedures pursuant to 24 CFR. Part 85.36, HUD
Procurement Handbook 7460.8 REV.1, (Procurement Handbook), CHA’s Procurement Policy (Approved
by HUD in 2003) and to maximum extent possible, 24 CFR. Part 963 for procuring services, supplies,
materials and equipment for use by the manager in carrying out its responsibilities under this
Agreement”.

4. CHA and PPM Contract Requirement - Procurement and Compliance Requirements Summary section of
the contract between the CHA the PPMs states: “The manager must include the appropriate version of
the HUD-5370 .... With every contract that exceeds two-thousand (52,000) dollars, or total over two-
thousand (52,000) over the course of the Manager’s contract with the Owner.”

5. Contracts- Contracts between PPMs (WCDC, HHDC and Habitat) and scavenger service vendors that
were approved by the Board of Commissioners.

10 Confidential Information — CHA Internal Use Only



Observation: 1 Contracts/ Agreements Do Not Meet HUD/CHA Requirements
Pertaining to Non-Construction Contracts.

Observation

Risk Level: High

The OIG observed that 15 of 21 selected sites (71%) did not have contracts / agreements that
were in compliance with HUD Form 5370 as required by the contract between CHA and the
PPMs. Additionally, 16 of 21 selected sites had contract /agreements that went back to 2006.
East Lake Management and the Habitat Company have sites with service agreements that are
3 to 7 years old. There is no documentation that indicates the scavenger services were
competitively bid after the contracts/agreements expired. See Schedule 1 for the list of 21
selected sites and their scavenger contract / agreement status.

The lack of compliance with the HUD/CHA requirements, allowed the vendors to unilaterally
charge a rate other than the one specified in the contracts/agreements. The OIG noted
invoice rate increases of up to 13% within one year. As a result of non-compliance, the

following conditions were observed:

The Habitat Com pany

Company[2

Agreement
Rate

Invoice Ratein
2013

% Increase

Dollar value

Dearborn Homes Account #151-8194141

W.M

$6,735.66

$7,207.16

7%

$13,550.00

Dearborn Homes Account #410-8190958

W.M

No Record

Dearborn Homes Account #151-8195722

W.M

No Record

$29,746.00

Wentworth Gardens

W.M

$6,200.00

$7,231.68

17%

$10,288.00

Lake Park Place

W.M

$1,655.00

$1,894.81

14%

$7,037.00

Edith Spurlock-Sampson

$897.50

$1,364.15

52%

$32,934.00

Woodlawn Community D. C.

Company[2]

Agreement
Rate

Invoice Ratein
2013

% Increase

Dollar value

Amour Square

AW

$1,093.00

51,340.00

23%

$6,408.00

Scattered Sites North East

AW

$6,285.50

$7,067.98

12%

$9,389.00

East Lake Management

Company[2]

Agreement
Rate

Invoice Ratein
2013

% Increase /
Decrease

Dollar Value

Trumbull Park

W.M

$2,861.00

54,914.89

72%

$24,647.00

Altgeld- Murray Homes

W.M

$34,175.00

$43,187.39

26%

$108,149.00

Lathrop Homes

W.M

S 8,250([3

$11,385-56,500

5% rate decrease

N/A

[2] Allied Waste is A.W, Waste Management is W.M.

[3] The agreement was signed in 2009 for $8,250 per month. At that time the site contained 925 units. In 2013, the
vendor charged different rates throughout the year. A weighted average was performed which resulted in
average monthly charge of $7,817.66, a 5% decrease over the 2009 agreement rate. OIG noted that although
the rate decreased by 5%, in 2013, only 160 units were in operation, an 83% decrease from the 925 units in

2009.

Recommendation a. Asset Management instruct the PPM to obtain fully executed, properly solicited, and HUD

compliant contracts process.

b. The New contracts meet 24 CFR Part 85.36, HUD Procurement Handbook 7460.8 REV.1,
(Procurement Handbook), CHA’s Procurement Policy (Approved by HUD in 2003), and
specifically the HUD Form 5370-C: General Condition for Non-Construction Contracts for
contracts between CHA and the PPMs, PPMs and their contractors.

c. Asset Management develop a robust monitoring process for contract compliance and
management for all PPMs.

East Lake Response:
In response to the referenced review East Lake Management (ELM) would like to respectfully
assert that we took all appropriate steps to procure scavenger services pursuant to CHA's

PPM Response
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Procurement Policy. Documentation to support our compliance efforts was submitted to the
OIG Auditors during their visit to East Lake's corporate office on July 9 and August 18, 2014.
As we explained to your office, East Lake was aware that contracts for scavenger were
expiring several years ago. ELM prepared an RFP, solicited bids, heard oral presentations,
made selections and submitted a package for board approval to CHA’s Asset Management
Department in February 2012. We received no follow up from Asset Management indicating
approval to move forward with new contracts.

During the March 2012 Area Supervisor's Meeting, Asset Management informed Property
Managers that all service contract terms be a on month-to-month basis, given the
uncertainty of PPM contract renewal. We have adhered to that directive since the date of the
meeting. No directive was issued verbally or in writing indicating that a new procurement
should be pursued. Therefore, we would respectfully assert that the issue lies not with ELM's
failure to follow appropriate procurement but with a lack of clarity in CHA's directives to the
PPMs.

To date, ELM has not received follow-up from CHA on the scavenger, security, laundry
services, vending, extermination or elevator RFP's submitted for review which is required
prior to placement of formal solicitation. We have requested guidance on numerous
occasions with no success. See attached. As a result, all of these existing contracts have been
renewed on month-to-month basis.

The suggestion in your report is that the lack of an RFP has led to increased rates. The
Summary provided specifically explains the changes in rates at Altgeld, Trumbull and Lathrop.
We have deemed them appropriate.

Altgeld: The change in the agreement rate and current rate is due to increased services
required resulting from an increase in occupancy since 2009, the mandatory City
Recycling Ordinance and the Annual Price Increase associated with the increased cost of
disposal for the State of Illinois and Chicago.

Trumbull: The change in agreement rate and current rate is due to change in service
frequency from 3 days per week to 6 days per week required to combat the rodent activity
on the property, the mandatory City Recycling Ordinance and the Annual Price Increase
associated with the increased cost of disposal for the State of lllinois and Chicago.

Lathrop:The decrease in agreement rate and current rate is associated with the property
consolidation where the north side was closed. Footnote #3 in the Summary is incorrect.
There was not an 83% decrease in operational units since 2009. The net change in occupancy
due to consolidation was less than 20%. Occupancy in 2009 was 221 occupied units.
Occupancy as of 2013 was 160 occupied units.

The finding indicates that we are to proceed with an RFP. However, given that our
management contract is now on a month-to-month basis and that we have not received
direction from Procurement/Asset Management about a procedure for soliciting new bids;
we respectfully suggest that the timing for a new procurement is premature. We would
welcome an opportunity to meet with Procurement and Asset Management to discuss this
matter when there has been an internal CHA discussion about how to move forward.
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Therefore, ELM intends to maintain the month-to-month scavenger agreements while closely
monitoring the cash disbursement process to remit payment for services received.

Habitat’s Response:

In light of your findings we acknowledge that our most recently executed contracts meet
HUD and CHA requirements. It is our goal to monitor all of our service agreements stringently
to enhance the economic well-being of the real property assets we manage. Currently we are
formulating a solicitation to procure scavenger services throughout the portfolio with a scope
of work and subsequent invoicing to adhere to CHA and HUD requirements. In addition we
are working with Cass Information Systems, Inc. Cass is a business process outsourcer that
saves its clients’ money through superior invoice management for certain types of complex
invoices. With specialized processes, Cass will effect tighter validation and review controls for
our scavenger service invoices and provide greater visibility into these expense areas. By
partnering with Cass, we will be able to reduce costs through superior invoice management,
which includes automated processes for invoice validation and reviews, precision timing of
payment, and analysis of current costs.

WCDC’s Response:

PPM Disagrees with Findings. WCDC entered into an agreement for scavenger services for
several sites in 2006 that was effective January 1, 2007. The contract was for a two year term
with a one year option to renew. In 2009, the contract was amended to add units in the
Scattered Sites Northeast properties. WCDC made several attempts to get CHA to approve
the bids for scavenger services. WCDC submitted the necessary documentation for review
and approval but the RFP was not approved to proceed. As a result, WCDC continued services
with the existing scavenger companies on a month to month basis.

WCDC will re-submit the Request for Proposal (RFP) to CHA for review and approval. Upon
approval of the RFP by CHA, WCDC will solicit bids for Scavenger Services and upon approval
from CHA of the selected vendor, will award and enter a new contract in compliance with
24CFR Part 85.36, HUD Procurement Handbook 7460.8 REV.I, (Procurement Handbook),
CHA's Procurement Policy (Approved by HUD in 2003), and specifically HUD Form 5370-C:
General Condition for Non-Construction Contracts of the contract between CHA and the
PPMs, PPMs and their contractors.

WCDC will submit the RFP for review and approval to CHA within 30 days. Upon CHA's
approval, WCDC will procure a new contract in accordance with HUD and CHA Procurement
guidelines and subject to CHA Board approval.

Management
Response

a. Asset Management concurs with the recommendation. As part of the new property
management contracts, all firms will be required to re-procure all on-goings services
using standard CHA template documents.

b. Asset Management concurs with the recommendation. These recommendations are
currently included in the property management procedural manual. As part of the new
property management contracts, property managers that fail to adhere to these
requirements will be subject to financial penalties.

c. Asset Management will consult with CHA ITS to determine if Yardi or the iFile Document
Management System would have the capacity to track all of the Property Manager’s
contract related documents.
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CHICAGO HOUSING
AUTHORITY

OIG Remarks Based upon PPMs’ responses, AM failed to provide proper directives to PPMs to ensure
scavenger services were properly solicited and procured. Based upon OIG communications
with the PPMs during the exit conference, there appears to be a systemic problem of AM
directives that are inconsistent with HUD and CHA requirements.

In 2012 an OIG review of a PPM cited the lack of current scavenger services contract. The
report was transmitted to AM; but corrective actions were not taken by AM.

CHA Management responses did not address the issues raised by the PPMs. This is a high risk
rate finding and AM needs to promptly establish contract compliance and management
monitoring process. Without a contract management system AM lacks the adequate
information needed to ascertain whether the services are properly procured, when the
services contracts are due to expire, and what are the annualized cost for the services. This in
return impedes the AMs ability to accurately forecast budgets for the services and monitor
the compliance of the contract as noted in this report.

Observation 2. Late Payments Fees Risk Level Medium

Observation PPMs used CHA funds to pay late payment penalties amounting to $11,603, which are non-
allowable expenditures. This is a violation of CHA’s PPM Procedural Manual, and Illinois
Local Government Prompt Payment Act (50 ILCS 505) Sec. 3

A Habitat paid late fees for four out of seven (57%) sites in 2013.
*  Wentworth Gardens paid late fees on invoices nine out of twelve months (75%).
e Edith Spurlock-Sampson paid late fees on every invoice.
e Lake Park Place paid late fees on invoices seven out of twelve months (57%).
Bridgeport Homes paid late fees on invoices nine out of twelve months (75%).

THE HABITAT 2013 Late Fee
Wentworth Gardens $ 1,885
Edith Spurlock-Sampson S 942
Lake Park Place S 421
Bridgeport Homes $ 357
Total S 3,605

B. WCDC paid late fees for two out of four sites in 2013.
* 5SS North East paid late fee on every Allied Waste invoices during 2013
*  Armour Square paid late fees on invoices nine out of twelve months (75%).

WCDC 2013 Late Fee
Armour Square S 142
SS North East S 2,330
Total S 2,472

(. H.J.Russell paid late fees at Scattered Sites West for twelve months in 2013.

HJ Russell 2013 Late Fee
Scattered Sites West S 2,351
Total S 2,351

D. Hispanic Housing paid late fees eight out of twelve months (67%) in 2013.
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HISPANIC HOUSING DEV. 2013 Late Fee
Scattered Sites North Central S 3,175
Total S 3,175

Recommendations

a. Asset Management Department provide the PPMs with CHA’s General Business Expense
Policy, train PPM staff on allowable and non-allowable expenses

b. PPMs comply with the Illinois Local Government Prompt Payment Act (50 ILCS 505) with
regards to CHA’s operations and action to avoid future late fee payments

c. PPMs reimburse CHA for all non-allowable expenses charged to the CHA fund

d. PPMs comply with CHA’s General Business Expense Policy and PPM Procedural Manual
with regards to allowable and non-allowable expense

e. PPMs should subtract late fee and other non-allowable expenditure from invoice
amounts before recording invoices in Yardi System for payment

PPM Response

Habitat’s Response:

It is our goal to monitor all of our service agreements stringently to enhance the economic
well-being of the real property assets we manage. Currently we are formulating a
solicitation to procure scavenger services throughout the portfolio with a scope of work and
subsequent invoicing to adhere to CHA, HUD and lllinois Local Government Statutes.
Furthermore, to ensure each invoice is monitored closely we are working with Cass
Information Systems, Inc. Cass is a business process outsourcer that saves its clients’ money
through superior invoice management for certain types of complex invoices. With
specialized processes, Cass will effect tighter validation and review controls for our
scavenger service invoices and provide greater visibility into these expense areas. By
partnering with Cass, we will be able to reduce costs through superior invoice management,
which includes automated processes for invoice validation and reviews, precision timing of
payment, and analysis of current costs.

Lastly, in consideration of your preliminary findings we acknowledge the oversight of late
fee payments in the amount of $3,605. Please be advised The Habitat Company will
reimburse CHA for this amount.

WCDC’s Response:

PPM Agrees with Findings and Recommendations.

WCDC will follow the Recommendations offered by the OIG, which include reimbursement
to CHA for the non-allowed expenses charged to the CHA fund in the amount of $2,472.00,
within thirty (30) days of completion of the review.

H.J. Russell’s Response:

H. J. Russell makes every reasonable effort to ensure that invoices are processed for
payment within 48 hours of receipt by office staff. There are times when payment may be
late due to circumstances beyond our control such as a lack of funding available in the
operating account caused by delays in the electronic transfer of funds. However, moving
forward Russell staff will not pay any billed late fees and comply with the Illinois Local
Government Prompt Payment Act (50 ILCS 505) with regards to CHA operations.
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H. J. Russell & Company will ensure re-payment of the noted non-allowable expenses.
Russell Staff has met with the account representative from Republic Services and they have
agreed to credit the account the $2,351.00 previously paid in late fees.

Russell Management will comply with CHA’s General Business Expense Policy and PPM
Procedural Manual with regards to allowable and non- allowable expenses. H.J. Russell staff
will subtract late fees and others non-allowable expenditures from invoice amounts prior to
recording invoices in the Yardi System for payment.

HHDC’s Response:

HHDC has reimbursed Chicago Housing Authority for the Late Payments fee totaling
$3,175.00 and will adhere to the Chicago Housing Authority's General Business Expense
Policy and PPM Procedural Manual. Please see copies of checks issued and bank deposit for
reimbursement issued to Scattered Sites North Central and North West.

Management
Response

a. Asset Management concurs with the recommendations. An advisory was issued on
11/07/2013 to remind all Property Managers about the CHA General Business Expense
Policy. This policy is also included as a governing document in the Property
Management Contracts. As part of the new property management contracts, all firms
will be trained on the details of all governing documents attached to their contracts.

b. Asset Management concurs with the recommendation. The property management
contracts require the firms to comply with all federal, state and local laws, which
includes the Local Government Prompt Payment Act.

c. Asset Management will ensure all reimbursements due are received within 30 days of
completion of the review.

d. Asset Management will ensure that the PPM’s comply with CHA’s General Business
Expense Policy and PPM Procedural Manual with regards to allowable and non-
allowable expenses by performing random review on various expenses. At least
quarterly Asset Management will review a random sample of invoices to ensure
payments were made correctly in accordance with the associated contract as well as
CHA’s General Business Expense Policy.

e. Asset Management will instruct the PM'’s to subtract late fees and other non-allowable
expenditures from invoice amounts before recording invoices in Yardi System for
payment.

OIG Remarks

This is a recurring finding. In a PPM review issued in 2013, the OIG reported to AM that the
PPM was using CHA operation funds to pay non-allowable expenditures. The report was
transmitted to AM; but corrective action was never taken by AM. As consequence, the non-
compliant practice has continued.

Observations: 3 Billing Rate in Excess of Contract Rate - H.J. Russell Risk Level: High

Observation

H. J. Russell contracted with Republic Services (DBA Allied Waste), to provide scavenger
services at Scattered Sites West, ABLA Homes, and Cabrini Row houses in 2013. These
contracts were not in compliance with HUD Form 5370. The contracts state: “Property
Manager shall pay Contractor a fee consistent with the monthly rates as provided for in the
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Attachment”. The OIG noted that rates charged were not consistent with rates listed in the
contract attachment document

For Scattered Sites West and Abla Homes, Allied Waste was paid an aggregate of $232,395
for the review period. This amount is $41,595 over the 2013 initially approved budget for
these two sites. The amount included City of Chicago container fees, and fuel /
environmental recovery fees, which were not listed in the contract. The OIG also noted the
following:

Scattered Sites West

Invoice rates were inconsistent with contract rates for Scattered Sites West. The invoice
rates were also over 49 % of the approved budget for this site. H.J. Russell spent $40,720.00
over the approved budget of $ 96,000 for 2013. See table 1 of Schedule Il for contract rates
and invoice rates. Additionally the following conditions were noted:

The contract did not specify the number of containers or size at any location. Invoices
reflected six different rates including two different rates $137.36 and $146.5 for the same
service (2 yards rear load).

9 Six yard containers with the same pick up schedule were invoiced at three different
rates. For example. 1753 N. LeClaire, 2135 W. Warren and 1408 S. Homan have 6 yard
containers with the same schedule code (S1). On the January 20, 2013 invoice, the first
location was charged $373.70, the second $396, and the third $525.20.

9 Fuel and environmental recovery fees were included as additional charges representing
up to 22% of the monthly invoice charges, totaling $26,358 annually.

9 The contract was over $100,000 therefore the solicitation should have been submitted
to CHA for approval.

Abla Homes
Invoice rates are inconsistent with contract rates for Abla Homes. See table 2 of Schedule I
for contract rates and invoice rates.

9 The rates charged on invoices are less than stipulated in the contract as shown below.
9 The vendor charged an average of 18% of the monthly invoice for fuel / environmental
recovery fees. These fees totaling $17,221 were not listed in the contract.

Cabrini Row houses

Allied Waste was paid $106,955 for services provided at Cabrini Row houses during the
review period. This amount included City of Chicago container fees as listed in the contract.
The $106,955 was $34,955 over the initial budgeted amount. The OIG noted no
inconsistency in the rate at this site.

Henry Horner

H.J. Russell also had a contract with Independent Recycling Services (IRS) to provide
scavenger service at Henry Horner. The contract was not approved by CHA as required. In
2013 IRS was paid $130,132. This amount included City of Chicago container fees, switch
(container exchange) fees, and environmental / fuel recovery fees.

1 The service was $10,132 over the initial approved budget.
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1 The contract agreement started on January 1, 2013, for a monthly rate of $7,950. Six
months into the one year contract, the rate was increased by $240 or 3% without any
documentation for a total amount of $1,440.

9 The contract fee schedule listed $55.30 and S5 for fuel surcharge and environmental
fees respectively. The service provider charged an additional 14% of the monthly rate
for a fuel surcharge, totaling $13,557 during 2013.

Recommendation

a. The PPM ensure that scavenger service invoice rates are accurate, that payment is
made in accordance with established contract rates, and any change to the contract
during the contract period be documented and approved.

b. See. Observation 1. Recommendation a. b and c.

c. H.J.Russell reimbursed CHA for rate increase and fuel / environmental recovery fee
overcharge totaling $14,997 at Henry Horner.

PPM Response

H.J. Russell’s Response:

The discrepancy you noted For Scattered Sites West was due to the fact that all three
locations had different services, with different rates. The S1 code is an internal codes used
by Republic and has nothing to do with the rates. The difference in rates was mainly due to
the container sizes. For the locations that you noted, the container and services are listed
below;

e 1753 N LeClaire 2-2yd 3x per week
e 2135 W Warren 1-2yd 3x per week
e 1408 S Homan 1-6yd 3x per week

The inconsistency noted in ABLA’s billing was due to the 2013 projected rate increases that
were included in the service agreement that did not take place. Rates forthe 1.5,2,6 & 8
yard containers did not change. There was an increase of $25.00 which occurred for the 30
yard roll offs on the ABLA Property in 2013. The Fuel Recovery Fees (FRFs) are included in
Republic Services agreements and an explanation is included on the back of the Customer
Service Agreement under the ‘Payments’ section (see attached). The “Fuel/Environmental
Recovery Fee in the amount shown on each Customer’s invoices, which amount Company
may increase or decrease from time to time by showing the amount on the invoice.”

Cabrini Row Houses underwent several major transitions. One of which included the
closing of four hundred and fifty (450) units and relocating the effected families. CHA, Asset
Management mandated the property management team to trash out all vacant units to
prevent rodent infestations. The relocation of the residents and removing the remaining
debris from the vacant units took numerous dumpsters. Thirty yard roll offs were used
throughout the property and emptied on a weekly basis. Expenses incurred while trashing
out the 450 vacant units resulted in the property being is $34,955 over its initial budget. All
trash out efforts were approved by Asset Management.

Russell Management does not believe that any reimbursement is due at Henry Horner. The
Fuel Recovery Fees (FRFs) and increases are included in Sites agreements. The FRFis a
percentage of the fixed monthly rates for all waste removal services. However, a
typographical error during the generation of the service agreements resulted in the noted
discrepancies.
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FRFs are also included in the contract for the Horner Property. The calculated FRF in 2013
for Independent Recycling Services was 14% as evidenced by the Fee Proposal Forms
submitted as part of the original Henry Horner RFP and winning submission (dated June,
2008) for Horner Homes. The original price structure for the agreement was as follows:

1/1/2009 —12/31/2010
Monthly Haul Rate $6,950.00
Fuel Recovery Fee 11%

1/1/2011-12/31/2011
Monthly Haul Rate $7,950.00
Fuel Recovery Fee 14%

Independent Recycling held the flat monthly rate for scavenger service for over 30 months
(1/2011 -6/30/2013) and a 3% increase was effective 7/1/2013.

As a result of the discrepancies noted during the review, H. J. Russell has decided to re-
procure scavenger services for all CHA Properties that we manage. The current agreements
have been rolled over (continued from previous years) several times due to a directive from
CHA not to enter into any new contracts and extensions to the current PPM contract.
Changes to pricing and services have occurred. The solicitation of new service agreements
would resolve several of the issues mentioned above; especially the rate discrepancies.

Until new agreements are executed, Russell Management will carefully review all invoices
to ensure proper pricing and services in accordance with the last signed agreement.
Management will also continue to omit payment of any late fees.

Management
Response

a. CHA concurs with this recommendation. Asset Management will ensure that scavenger
service invoice rates are accurate, that payments are made in accordance with
established contract rates, and any changes to the contract be documented and
approved by performing random review on various expenses. At least quarterly Asset
Management will review a random sample of invoices to ensure payments were made
correctly in accordance with the associated contract as well as CHA’s General Business
Expense Policy. In addition, as part of the new property management contracts, all
firms will be required to re-procure all on-goings services using standard CHA template
documents. Finally, on occasion, Asset Management does give Property Managers a
directive to perform additional services. Going forward we will ensure these directives
are approved and documented appropriately.

b. Asset Management concurs with the recommendation. As part of the new property
management contracts, all firms will be required to re-procure all on-goings services
using standard CHA template documents.

Asset Management concurs with the recommendation. These recommendations are
currently included in the property management procedural manual. As part of the new
property management contracts, property managers that fail to adhere to these
requirements will be subject to financial penalties.
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Asset Management will consult with CHA ITS to determine if Yardi or the iFile Document
Management System would have the capacity to track all of the Property Manager’s
contract related documents.
c. Asset Management will ensure all reimbursements due are received within 30 days of

completion of the review.

OIG Remarks At the beginning of the OIG review, H.J. Russell submitted new scavenger service contracts

that were purportedly effective from January 2013. In their response to the OIG
observations, H.J Russell submitted Service Agreements dated 2007 to justify their position.
Both documents indicate that H.J Russell did not go through a proper solicitation for the
2013 contract.

Observations: 4 Billing Rate in Excess of Contract Rate — Hispanic Housing Risk Level: High

Development Corporation.

Observation

Hispanic Housing Development Corporation contracted with Waste Management to provide
scavenger services to North Central Scattered Sites. From January 1, 2013 to December 31,
2013, Waste Management was paid $302,702. This amount include, late fees, container
fees, and extra yardages.

The parties had a properly executed contract, approved by the CHA Board of
Commissioners in 2006 for 2 years for not-to-exceed $343,344. It contained a provision
stating that the contract may be extended under the same terms and conditions for one
additional optional year. The contract expired in September 2009. The OIG was not
provided with documentation to support that the scavenger services went through another
solicitation after the contracts expired in 2009.

9 HHDC paid the vendor for one year (2013) $302,702 out of $343,344 which is 88% of
the 2006 board approved contract value for two years of service.

9 The initial contract rate in 2006 was $14,306 monthly. As of December 2013 Waste
Management charged $20,089 a month, an increase of 40% or $69,398 a year.

9 The total payment in 2013 was $72,698 over the initially approved 2013 budget of
$230,004.

Recommendation

a. See Observation 1, Recommendation a. b and c.

b. See Observation 3, recommendation a.

PPM Response

HHDC’s Response:

Scavenger Service Contract was initially procured by Chicago Housing Authority.
Procurement for a new contract has not begun due to the last 2 RFP proposals which will
not allow us to enter into a new contract because the contract terms may extend the
Property Management Contract HHDC has with the Chicago Housing Authority. The current
contract terms on a month to month basis.

Management
Response

a. Asset Management concurs with the recommendation. As part of the new property
management contracts, all firms will be required to re-procure all on-goings services
using standard CHA template documents.

Asset Management concurs with the recommendation. These recommendations are
currently included in the property management procedural manual. As part of the new
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property management contracts, property managers that fail to adhere to these
requirements will be subject to financial penalties.

Asset Management will consult with CHA ITS to determine if Yardi or the iFile Document
Management System would have the capacity to track all of the Property Manager’s
contract related documents.

b. CHA concurs with this recommendation. Asset Management will ensure that scavenger
service invoice rates are accurate, that payments are made in accordance with
established contract rates, and any changes to the contract be documented and
approved by performing random review on various expenses. At least quarterly Asset
Management will review a random sample of invoices to ensure payments were made
correctly in accordance with the associated contract as well as CHA’s General Business
Expense Policy. In addition, as part of the new property management contracts, all
firms will be required to re-procure all on-goings services using standard CHA template
documents.

c. Asset Management will ensure all reimbursements due are received within 30 days of
completion of the review.

Observations: 5 Billing Rate in Excess of Contract Rate — WCDC Risk Level: High

Observation

WCDC entered into a contract with Waste Management and service agreements with Allied
Waste to provide scavenger services at CHA Family Senior Sites. The contract with Waste
Management was authorized by the CHA’s Board of Commissioners in 2006 for 12 sites with
a do not to exceed amount of $659,568. The OIG was not provided with documentation to
support that there was another solicitation for scavenger services after the contract expired
in 2008. The service agreements with Allied Waste had no expiration date. The OIG selected
4 sites for the review: Amour Square, Scattered Sites Northeast (SSNE), Washington Park,
and Scattered Sites South East (SSSE). Allied Waste serviced Amour Square and part of
SSNE. Waste Management serviced Washington Park, SSSE and part of SSNE.

Scattered Sites South East

At this site Waste Management was paid $162,212 in 2013. This amount included basic
services, administrative fees, container fees, recycling fees and extra pick-up charges. All
these items were included in Exhibit | (Scope of Work) of the executed contract.

1 Waste Management charged an additional recycling fee of $2,512.11 per month for a
total $30,145 a year.

1 Waste Management charged an additional cost for extra pick-up fee of $1,809 for eight
months of invoices reviewed*.

9 The basic monthly rate per the contract was $7,313. The rate increased an average of
19% during 2013. The monthly invoice rate was $8,682 compared to the contract rate
of $7,313; for a net difference of $1,369.34 per month or a total $16,438 a year.

* WCDC did not provide invoices for January, June, July and October
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Scattered Sites North East

The total payment for this site was $243,719. At this site Waste Management was paid
$59,491 to service 29% of the units in 2013. The others 71% of the units were serviced by
Allied Waste for $184,228. WCDC did not provide the contract rates for Waste Management
services; therefore, we were unable to perform an analysis of the payments to Waste
Management.

9 The site was $111,719 or 85% over initially approved budget for scavenger services.

Washington Park.

At this site, Waste Management was paid $60,830 in 2013. The site was $20,830 over the
initially approved budgeted amount. The contract document listed 33 containers at
numerous locations for $2,594 a month for the basic service charge. Waste Management
charged $4,134.87 a month and the invoices identified only 4 locations and 8 containers.

The OIG was unable to match invoices to any address and/or match rates charged to any
contract because 11 out of the 14 invoices were incomplete. WCDC did not submit the
missing pages or provide any explanation with regards to discrepancies within invoice rates
and contracts.

Amour Square
At this site, Allied Waste basic service rate increased by 11% during 2013.

Recommendation

a. See Observation 1, Recommendation a. b and c.
b. See Observation 3, recommendation a.

c. The WCDC reimburse CHA for recycling, and the extra pick-up charges for a total
$31,954 at SSSE.

PPM Response

WCDC’s Response:

PPM disagrees with findings. As stated above in observation #1, WCDC made attempts to
solicit for scavenger services but the solicitation was not approved to move forward by CHA.
As a result, WCDC continued with the existing scavenger companies on a month to month
basis with incremental increases in rates from 2009 to current. In addition, with respect to
Waste Management Services at Scattered Sites Southeast, the original 2006 Contract did
not include separate Recycling Services for the site. Per the Scope of Services, item # 6, "The
selected Waste Hauler shall provide a customized recycling plan for the site, if the City of
Chicago's Blue Bag Program will not be utilized." (See attached Exhibit | Scope of Work
under the 2006 Contract.) For Scattered Sites Southeast, the Blue Bag Program was utilized
and part of the routine pick-up and therefore separate pick-ups were not contemplated
under the Contract. The Blue Bag program only required that recyclables be placed in blue
bags only and housed in the same containers as regular garbage. The City of Chicago's Blue
Bag Recycling was discontinued the summer of 2008. Pursuant to CHA and in compliance
with the City of Chicago Recycling Ordinance, WCDC added services to include a "source-
separated single stream recycling method” at the Scattered Southeast locations, which
resulted in a recycling fee of $2,512.11 per month.
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WCDC will solicit bids for Scavenger Services, which shall include compliance with City's
Recycling Ordinance and upon approval from CHA of the solicitation and the selected
vendor, will award enter a new contract in compliance with 24CFR Part 85.36, HUD
Procurement Handbook 7460.8 REV.1, (Procurement Handbook), CHA's Procurement Policy
(Approved by HUD in 2003), and specifically HUD Form 5370-C:General Condition for Non-
Construction Contracts of the contract between CHA and the PPMs, PPMs and their
contractors. WCDC will ensure that the scavenger service invoice rates under the new
contract are accurate and that payments are made in accordance with the established
contract rates, and any changes to the contract during the contract period will be
documented and approved by CHA.

WCDC will re-submit the RFP for review and approval to CHA within 30 days. Upon CHA's
approval, WCDC will procure a new contract in accordance with HUD and CHA Procurement
guidelines and subject to CHA Board approval.

Management
Response

a. Asset Management concurs with the recommendation. As part of the new property
management contracts, all firms will be required to re-procure all on-goings services
using standard CHA template documents.

Asset Management concurs with the recommendation. These recommendations are
currently included in the property management procedural manual. As part of the new
property management contracts, property managers that fail to adhere to these
requirements will be subject to financial penalties.

Asset Management will consult with CHA ITS to determine if Yardi or the iFile Document
Management System would have the capacity to track all of the Property Manager’s
contract related documents.

b. CHA concurs with this recommendation. Asset Management will ensure that scavenger
service invoice rates are accurate, that payments are made in accordance with
established contract rates, and any changes to the contract be documented and
approved by performing random review on various expenses. At least quarterly Asset
Management will review a random sample of invoices to ensure payments were made
correctly in accordance with the associated contract as well as CHA’s General Business
Expense Policy. In addition, as part of the new property management contracts, all
firms will be required to re-procure all on-goings services using standard CHA template
documents.

c. Asset Management will ensure all reimbursements due are received within 30 days of
completion of the review.

Observations: 6 Billing Rate in Excess of Contract Rate — The Habitat Risk Level: High

Company

Observation

Habitat has contracts and service agreements with Waste Management and Allied Waste to
provide scavenger services at seven CHA family and Senior Sites selected for the review.

Of the seven sites, only Ella Flag Young Apartment and Castleman Apartments have a
contract meeting CHA/HUD requirements. These contracts were for a two year period with
one option year. The OIG was not provided with documentation to support that there was
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another solicitation for scavenger services after the contracts expired in 2011. The OIG
observed that Waste Management charged rates in excess of the contract rates

At Ella Flag Young Apartments Waste Management charged a basic service rate of $584
while the contract called for $474 per month.

Ella Flag Young Apts.

Charge in Excess of

Container Contract Rate Invoice |Increase of| Contract Ratein
Type of Service Size Quantity |in Effect in 2013 |Rate in 2013| Base Rate 2013

Basic Service 2yd 4 $474.00 $584.00 23% $1,320.00

Castleman Apts.

Charge in Excess of

Container Contract Rate Invoice |Increase of| ContractRatein
Type of Service Size Quantity |in Effectin 2013 |Rate in 2013| Base Rate 2013

Basic Service 2yd 4 $387.00 $493.25 27% $1,275.00

For both sites, the OIG’s analysis identified $1,320 and $1,275 respectively, charged in
excess of the contract rates.

To explain the difference in the contract rates and the invoice rates in 2013 at Wentworth
Garden, Lake Park Place, Ella Flag Young, and Castleman Apartments, the Habitat Company
referred the OIG to an “Adjustment Clause” in the contracts. The OIG was not able to find
the “Adjustment Clause” in these contracts.

The 2013 approved budget for the two sites is $29,400. However, they came in under the
2013 budget by $2577.

Recommendation a. See Observation 1, Recommendation a. b and c.

b. See Observation 3, recommendation a.

PPM Response Habitat’s Response:

In light of your findings we acknowledge that our most recently executed contracts meet
HUD and CHA requirements. It is our goal to monitor our scavenger services in a more
stringent manner to enhance the economic well-being of the properties we manage. We
currently are formulating a solicitation to procure scavenger services throughout the
portfolio with a scope of work and subsequent invoicing to adhere to CHA and HUD
requirements. To ensure that scavenger service invoice rates are accurate we are working
with Cass Information Systems, Inc. Cass is a business process outsourcer that saves its
clients’ money through superior invoice management for certain types of complex invoices.
With specialized processes, Cass will effect tighter validation and review controls for our
waste invoices and provide greater visibility into these expense areas. By partnering with
Cass, we will be able to reduce costs through superior invoice management, which includes
automated processes for invoice validation and reviews, precision timing of payment, and
analysis of current costs.

We consider our work with the Chicago Housing Authority a partnership. Our goal is to
enhance and maintain a high quality of life for all those who reside within CHA buildings.
Our fiduciary stewardship for each property we manage must reflect this value. This
correspondence acknowledges your preliminary findings and subsequently illustrates how
we are addressing your concerns.
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Management Asset Management concurs with the recommendation. As part of the new property
Response management contracts, all firms will be required to re-procure all on-goings services

using standard CHA template documents.

Asset Management concurs with the recommendation. These recommendations are
currently included in the property management procedural manual. As part of the new
property management contracts, property managers that fail to adhere to these
requirements will be subject to financial penalties.

Asset Management will consult with CHA ITS to determine if Yardi or the iFile Document
Management System would have the capacity to track all of the Property Manager’s
contract related documents.

CHA concurs with this recommendation. Asset Management will ensure that scavenger
service invoice rates are accurate, that payments are made in accordance with
established contract rates, and any changes to the contract be documented and
approved by performing random review on various expenses. At least quarterly Asset
Management will review a random sample of invoices to ensure payments were made
correctly in accordance with the associated contract as well as CHA’s General Business
Expense Policy. In addition, as part of the new property management contracts, all
firms will be required to re-procure all on-goings services using standard CHA template
documents.
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Schedule + List of Selected Sites and Their Scavenger Contract/Agreement Status

Asset Management Contract Service Contract] | Contract Meet Aporoved Expense Amount Over | Over
PPM Name - Vendor Name = | = —— | Agreement reement Budget (Under (Under)

Project Document | Agreement Date Signed HUDICHA Amount Amount Budget |Budget!
East Lake

Trumbull Park™ Waste Management No Yes 2009 Yes NO 110,520.00 | 83,478.00 | (27,042.00)] -24%

Altgeld 1 Waste Management No Yes 2008 No NO 247,644.00 #

Altgeld 2 Waste Management No Yes 2008 No NO 161,424.00 #

Murray Homes Waste Management No Yes 2008 No NO 129,144.00 | 632,780.00 | 94,568.00 18%

Lathrop Homes Waste Management No Yes 2009 Yes NO 142,800.00 | 117,831.00 | (24,969.00)] -17%
Habitat

Bridgeport Homes™ Allied Waste YES 2009 No NO 48,000.00 | 62,717.00 | 14,717.00 | 31%

Castlerman Waste Management| YES 2009 YES YES 18,000.00 | 18,703.00 703.00 4%

Dearborn Homes Waste Management YES 2012 YES NO 234,000.00 | 202,661.00 | (31,339.00)| -13%

Ella Flagg Waste Management YES 2009 YES YES 11,400.00 8,120.00 (3,280.00)] -29%

Edith Spurlock-Sampson | Allied Waste YES 2009 No NO 60,000.00 63,341.00 3,341.00 6%

Lake Park Place Waste Management YES 2010 YES NO 60,000.00 | 48,563.00 | (11,437.00)| -19%

Wentworth Gardens Waste Management YES 201 No NO 138,000.00 | 128,604.19 (9,395.81)| -7%
WcCDC

Southeast Scattered Sites | Waste Management YES 2006 YES YES 168,000.00 | 162,212.32 (5,787.68)| -3%

Washington Park Homes  |Waste Management YES 2006 YES YES 40,908.00 | 60,830.38 | 19,922.38 | 49%

Scattered Sites North East’|Waste Management YES YES 2006 YES YES 132,000.00 | 243,719.83 | 111,719.83 | 85%

Amour Square | &I Allied Waste YES 2013 No NO 66,900.00 | 76,382.96 9,482.96 14%
H.J. Russell

Abla Homes Allied Waste YES 2013 YES NO 94,800.00 95,674.28 874.28 1%

Henry Horner IRS YES 2013 YES NO 120,000.00 | 130,131.78 | 10,131.78 8%

Cabrini Row Houses Allied Waste YES 2013 YES NO 72,000.00 | 106,955.49 | 3495549 | 49%

Scattered S. West Allied Waste YES 2013 YES NO 96,000.00 | 136,720.00 | 40,720.00 | 42%
Hispanic Housing Development Corp.

Scattered S. North Central |Waste Management YES 2006 YES YES 230,004.00 | 302,701.85 | 72,697.85| 32%

* This site is listed in 2006 contract with Waste Management. The site also has service agreement with Allied Waste for scavenger and recyciing in 2009

*" This site has both senior and family | | |

# Murray Homes, Aligeld Garden 1, and 2 were recorded in Yardi as one account (property # a002000) for total $632,780

! The OIG analysis is only based on the approved 2013 budget for scavenger services and does not address possible revisions to the budget throughout the year.

Scheduldl —Contract and Invoice Rates

Table 1 Scattered Sites West H.J. RUSSELL

Type of Service Container Size |  Quantity S Code * Contract Rate Invoice Rate Per Unit
Basic 2 yards 1 $137.36 and $146.45
Basic 2 yards 1 S1 $130.79; $137.36; $186.85; $191.9 $ 205.03; $ 249.97
Basic 2 yards 1 S2 $72.72; $ 137.36; $ 146.45; $ 198; $396
Basic 4 yards 1 No info $254.52
Basic 6 yards 1 $198.97
Basic 6 yards 1 S1 $373.70; $396; $ 525.20
Basic 8 yards 1 S1 $464.60 $464.60
* Scheduled Service Code on Invoice

Table 2 ABLA Homes H.J. RUSSELL

Type of Service Container Size Quantity Contract Rate per unit Invoice Rate per unit

Basic 1.5-2 yards 1 $261.59 $112.11

Basic 6 yards 1 $525.20 $434.30

Basic 8 yards 1 $464.60 $305.02

Basic 30 yards roll off 1 $425.00 $450.00
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