


























CITY OF CHICAGO

CORRECTIVE ACTION PLAN
Year Ended December 31, 2011

FINDING 2011-5

When a contract is initially awarded to a delegate agency, CDPH holds a “round table” meeting with the
delegate agency to collect and review the contract documents. Included in the documents submitted is
the contract agreement which indicates the delegate agency’s DUNS number and official name. Written
contract policies and procedures are being developed which will make it mandatory that the Contracts
Unit confirms the completion of these fields during the round table. The DUNS number will be used by the
Contracts Unit to verify that the delegate agency is not listed as a suspended or debarred

entity with the Federal government and has an “active” status on the Central Contract Registration (CCR)
system. The Contracts Unit will also be required to check the City’s Department of Procurement Services’
(DPS’) website to determine if the delegate agency is listed on the City’s debarred firms and individuals
list (see link below).

http://www.cityofchicago.org/city/en/depts/dps/provdrs/comp/svcs/debarred firms_list.html

Included in the pending written policies and procedures will be the Contracts Unit's use of a revised
checklist that requires them to verify in the CCR system and on the DPS’ website that they have been
checked for the delegate agency’s good standing. The Contracts Unit will also be required to place a
copy of the delegate agency’s CCR printout in the contract folder. When the contract folder is forwarded
to the CDPH manager who confirms the completeness of the contract information prior to submission to
the Comptroller’'s Office for final processing through the City’s delegate agency contracting system,
EDGE, the CDPH manager’s checklist will include a task whereby they confirm the CCR printout is
included in the folder. If it is not, the contract will be rejected and returned to the Contracts Unit until a
copy is included.

If information from the CCR indicates that the delegate agency is not active or they cannot be found in
CCR, the awarding CDPH program will be required to follow-up with the delegate agency to determine
the reason, and further contract processing will be placed on hold until the delegate agency’s status has
changed to active. If not corrected within a reasonable amount of time, CDPH will make a determination
whether the award will be withdrawn and notify the delegate agency accordingly.

For contracts that cover multiple years in which subsequent awards are released annually, the pending
written contract policies and procedures will require that the CDPH Contracts Unit re-check the delegate
agency'’s good standing in the CCR system and on the City’s DPS debarred firms and individuals list, as
a delegate agency’s status can change over time.

(IMPORTANT NOTE: CCR is expected to be replaced by SAM - The System for Award Management
(SAM) — at the end of July. SAM is combining eight federal procurement systems and the Catalog of
Federal Domestic Assistance into one new system. Information currently in CCR will be migrated to
SAM.)
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CITY OF CHICAGO

CORRECTIVE ACTION PLAN
Year Ended December 31, 2011

FINDING 2011-6

CDPH agrees that this item was not in the inventory — this was an oversight that was recognized as the
documentation was pulled for the auditors and corrected the same day it was discovered. It must be
noted that, although this oversight existed at the time of the audit, it would likely have been caught and
corrected before the end of the grant period (August 9, 2012) during a required review of equipment
purchased during the grant year. With the assignment of a 0.5 FTE to review purchased equipment, the
Program will augment inventory control activity.

FINDING 2011-7

The CDPH Finance and Administration Bureau and the Risk Management Bureau’s Compliance Unit will
work with the Programs to develop department-wide policies and procedures that outline Program
delegate agency post-site visit follow-up activities. The Compliance Unit will develop its own policies and
procedures to be followed when it conducts its delegate agency site visits which will be prioritized based
on: (1) the date of the last Program site visit; (2) the score from the last Program site visit and type of
deficiency noted; (3) any single audit deficiencies noted and type; and (3) length of time the delegate
agency has been affiliated with CDPH; and (4) performance measures. Both the Program and
Compliance Unit policies and procedures will designate the timeframes required for delegate agencies to
respond to findings and consequences for lack of compliance with the requirements, up to and including
suspension of funding. The department-wide policies and procedures will also require that the Programs
establish an annual site visit calendar.

The Programs will also be required to submit their site visit findings to the CDPH Compliance Unit for
those delegate agencies with unacceptable scores. The Compliance Unit will place these agencies on the
Compliance Unit’s site visit schedule in the years when the Program is not scheduled to conduct a site
visit.

FINDING 2011-8

Currently, the Department of Finance, Comptroller’s Office requires account technicians and auditors to
initial any invoice that they enter into the FMPS system and to initial any voucher that they approve for
payment. This requirement was implemented on 07/05/2011 by the Deputy Comptroller in Cash
Management.

The initialing of vouchers for payment is typically done by the Central Invoice Processing Unit in Cash
Management. There are six (6) Central Voucher Coordinators who enter invoices. The supervisor of that
CIP unit will be responsible for monitoring adherence to this requirement. The Deputy Comptroller may
also sample randomly selected payments to be sure that the approved vouchers were initialed and that
the supervisor is monitoring compliance.
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CITY OF CHICAGO

CORRECTIVE ACTION PLAN
Year Ended December 31, 2011

FINDING 2011-9

To ensure compliance with submitting the quarterly fiscal reports for each Transit Security Grant
Program, this responsibility was redistributed from one individual to four individuals in the Chicago Police
Department Finance Division. One Finance staff member has been assigned to one of the four Transit
Security Grant Programs to prepare and submit the fiscals. This redistribution allows sufficient time for
each staff member to meet the 15 day due date after each period.

FINDING 2011-10

DFSS will review its overall process for charging salaries and wages to federal grants to ensure that the
costs charged are consistent with supporting documentation such as the A-87 certifications and
personnel activity reports. The Director of Fiscal Compliance will compare the allocations charged with
the support documentation every six months to verify accuracy and to identify any discrepancies. The
anticipated date of completion for the first six months of 2012 is October, 2012.

FINDING 2011-11
The SF-425, Federal Financial Report is now filed on a quarterly basis with the Federal Aviation

Administration. The practice of timely filing this report began in the second quarter of 2011. An internal
report is being prepared for reconciliation purposes.
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CITY OF CHICAGO

CORRECTIVE ACTION PLAN
Year Ended December 31, 2011

FINDING 2011-12

The Department of Procurement Services continues to remain diligent in its pursuit of implementing all
necessary processes and procedures required to preserve and maintain the integrity of all contract-
related files. Ongoing success of these efforts was evidenced pursuant to the 2010 Single Audit that had
no related findings.

Two contract files were found to have deficiencies per the 2011 audit. The first was inadvertently
destroyed over five years ago, prior to many of the control procedures that have been implemented since
this occurrence. DPS is now implementing an additional protective measure, in which the Department of
Procurement Services (DPS) Attorney overseeing contract disputes and related issues will be the only
person capable of signing off on a certificate of destruction for any contract. This will include review of the
file, current contract status and any possible outstanding issues that might dictate preservation of the
contract file. Further, it will be the policy of DPS not to destroy any contract file for a minimum of two
years after the contract's formal expiration date. DPS attorney will immediate consult the Chief
Procurement Officer regarding any outstanding or mitigating issues prior to destruction of any contract
file. These new procedures are effective immediately.

DPS continues to attempt to locate the second incomplete contract file; however, as a further precaution,
DPS, under the direction of the First Deputy Commissioner, will also tighten the processes for removal,
use and return of contracts from storage, both in-house and off-site. Under the First Deputy’s supervision,
three individuals will perform related functions as contract file administrators and will serve as
gatekeepers to all stored contract files. A new form will be required as part of the process for requesting a
contract file and that should ensure its safe and timely return to the place of storage. This form/process
will be implemented by August 1, 2012.

Further plans to scan all “working files” (award letters, bid tabs, etc.) at the time of award (for all new
contracts) are currently being formulated; this procedure will create an electronic version of all contract
award/processing related documentation that can serve as a back-up to the actual master file. The
scanned files will be maintained indefinitely on a “shared drive” on the DPS server. This procedure is
anticipated to be implemented by October 2012.

Procurement Services remains vigilant in the proper processing and management of all contract files and

will continue to review procedures and incorporate technological advances to refine and perfect its
record-keeping operations.
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CITY OF CHICAGO

CORRECTIVE ACTION PLAN
Year Ended December 31, 2011

FINDING 2011-13

The City continues to make improvements to its Centralized Invoicing Process (CIP) in order to increase
its compliance with GAAP. 100% compliance remains a goal for the City, in addition to providing
additional training for departmental finance officers and stricter enforcement of cut-off policies and
procedures.

FINDING 2011-14

The City is in the process of reviewing its overall process for charging salaries and wages to federal
grants. In January of 2012, the City’s Office of Budget and Management (OBM) issued a policy that
requires all grant funded personnel to keep Personnel Activity Reports. However, because of the
magnitude of the City’s program administration additional processes must be implemented to ensure
compliance. OBM has formed a working group to design an electronic PAR system. The team has
generated an official proposal and has begun implementing a pilot with the Chicago Department of Public
Health (CDPH) being the first departmental user. The pilot is currently being designed to incorporate all
CDPH grant funded personnel and is schedule to start in early to mid-August. The goal of the team is to
have the entire system in place within March 2013.

FINDING 2011-15

The Department of Housing and Economic Development through the Workforce Solutions section will
implement a sub recipient Programmatic Monitoring Procedure for the sub recipients that will include a
checklist for the purpose of indicating status of compliance. This procedure will be implemented by
August 1, 2012 and applied to a site visit to be performed by The Coordinator of Economic Development
for each CDBG R funded sub recipient to occur later during the year 2012.

FINDING 2011-16

The City of Chicago has complied with the requirements of Section 1512 ARRA reporting with regards to
the Neighborhood Stabilization Program (NSP). The City will review all reports submitted for this program
and address the concerns cited through reconciliation of program data and current City's fiscal records.
All adjustments will be implemented in 1512 reports, effective with the 3rd quarter 2012 and in
accordance to protocols of the grantor to confirm compliance.
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CITY OF CHICAGO

CORRECTIVE ACTION PLAN
Year Ended December 31, 2011

FINDING 2011-17

The Energy Efficiency and Conservation Block Grant ARRA program funds were awarded to the
Department of General Services (now the Department of Fleet and Facility Management) for specific
project areas. The large pieces of equipment purchased with these funds under the ARRA grant were
installed in controlled areas inside of City buildings. The process for tracking equipment installed on City
property is to include it in the bound manuals that are kept in each equipment room. The manuals contain
the manufacturer’s descriptive bulletins, model and serial numbers, instruction and maintenance
manuals, and service contact information. Copies of these manuals are also kept in the City’s archives.
The equipment is maintained on a regular basis. All maintenance activities are logged and the logs are
filed on site. This tracking process has been successful for DGS with tracking City equipment and in order
to comply with the Federal guidelines DGS will include the funding source as an identifier for all Federal
funded projects into the manual.

FINDING 2011-18

The Office of Budget and Management (OBM) was successful in the submission of all required ARRA
reports. However, for the second quarter of 2011 the US Department of Energy (USDOE) implemented a
change to how the financial reporting was to be reported. The report was changed to an electronic format
and was to be submitted through the PAGE online database. In addition to the new requirement of
electronic reporting, the USDOE also requested that the financial report reflect the amount of funds
collected, and not the cumulative ASAP system draws that were submitted in the past. The change was
not relayed to OBM in enough time to make the adjustment and submit a timely report therefore the
PAGE report was submitted 10 days late due to the transition, verification, and entry of the SF425
financial reporting. The program manager was in constant communication with the funding agency and
alerted them of the issues causing the delay in reporting. Since the late submission, OBM has submitted
all quarterly reports timely.

FINDING 2011-19

The City’s Department of Finance (DOF) will create and submit reports to HUD for both the Section 108
Guarantee Loan Account and the Loan Repayment Investment Account. The report will include all Loan
funds received and disbursed to date. The report for the Guarantee Loan is required monthly until all
funds have been disbursed. Since the account is depleted only, one report is required to meet
compliance or the Loan Repayment Investment account DOF will submit to HUD an initial report showing
all account activity to-date, and moving forward, this report will be incorporated into the new SF425 and
submitted monthly for the life of the Loan.
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CITY OF CHICAGO

CORRECTIVE ACTION PLAN
Year Ended December 31, 2011

FINDING 2011-20

The City of Chicago maintains a current process that requires that all grant funds requiring earned
interest tracking and placed in the City’s main interest bearing account be identified and provided to the
Comptroller’'s Office, General Accounting Unit on an annual basis. Interest earned is calculated and
allocated to the respective grant fund.

The Section 108 Loan Guarantee fund was inadvertently omitted from the annual listing and was not
included in the annual allocation of aggregate interest earnings.

The fund since has been submitted to the General Accounting Unit and the proper interest allocation is
expected to be transferred and recorded to the loan reserve account as required.

The Director of Accounting in charge of CDBG will insure that the process in place includes proper
monitoring to avoid future omission.
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DEPARTMENT OF FINANCE
CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

FINDING 2010-1

BASIC FINANCIAL STATEMENT FINDINGS

OFFICE OF THE COMPTROLLER

ADEQUACY OF STAFFED AND/OR TRAINED FINANCIAL PERSONNEL AND RESULTANT
IMPLICATIONS ON THE FINANCIAL REPORTING AND CLOSING PROCESS

The Office of the Comptroller is not adequately staffed and/or trained at either the management or staff
levels thereby creating competing demands of their time and priorities.

2011 STATUS

The City has assessed staffing needs at the managerial and staff levels in the Department of Finance and
approval has been given to fill multiple positions at various levels. In addition to filling staff and managerial
vacancies, time is being devoted to professional development for all staff. This includes increasing
technological capabilities, updating accounting knowledge and skills, providing additional reference
materials and cross training staff to perform multiple functions.

This finding is repeated during 2011. (2011-1)

FINDING 2010-2

BASIC FINANCIAL STATEMENT FINDINGS

OFFICE OF THE COMPTROLLER — SPECIAL ACCOUNTING DIVISION
FINANCIAL ACCOUNTING AND REPORTING

The SAD does not currently monitor and manage the inventory listing of land held for resale, certain
significantly aged grant receivables for collectability, review certain liability accounts for accuracy, or
monitor certain deferred revenue balances. The SAD’s grant accounting process should be reviewed to
identify and create efficiencies in financial reporting.

2011 STATUS

The land held for resale activity is managed by the City's DHED. The GPAD (formerly SAD) operations
currently do not handle appraisals and valuations. The communication between DHED and GPAD has
drastically improved in 2011. GPAD regularly receives updated reports on land inventory from DHED, and
the GPAD director of the CDBG Unit follows up with DHED. Updated adjustments are processed
accordingly.
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CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

FINDING 2010-2 (cont.)

Throughout 2011, GPAD reviewed aged grant receivables for collectability. Monthly monitoring and
contacting of agencies has been implemented, as well as initiating rebilling when appropriate. Current
GPAD management has been working to make it easier to make these entries at fund level by gradually
transitioning to a "single-grant to-a-single-fund"” setup. This has allowed us to make fund level entries for
the 2011 audit, leaving a much cleaner audit trail.

This finding is not repeated during 2011.

FINDING 2010-3

BASIC FINANCIAL STATEMENT FINDINGS
OFFICE OF THE COMPTROLLER
EXPENDITURE CUTOFF

The City does not maintain effective accounting and financial reporting policies and procedures for
expenditure cutoff to ensure that financial activity is recorded timely and in accordance with accounting
principles generally accepted in the United States of America (GAAP).

2011 STATUS

In fiscal year 2012 and prior to issuance of the fiscal 2011 financial statements, the City updated their
expenditure cutoff policies and procedures to be in accordance with GAAP. There was significant
improvement noted at fiscal year-end as a result of the City’s corrective action. The City continues to
make improvements to its Centralized Invoicing Process (CIP) in order to increase its compliance with
GAAP. 100% compliance remains a goal for the City, in addition to providing additional training for
departmental finance officers and stricter enforcement of cut-off policies and procedures.

This finding is repeated during 2011. (2011-2)

FINDING 2010-4

BASIC FINANCIAL STATEMENT FINDINGS

OFFICE OF THE COMPTROLLER

DISBURSEMENT RECONCILIATIONS BETWEEN THE CITY TREASURER’S OFFICE AND
THE FINANCE DEPARTMENT

The City does not maintain effective accounting and financial reporting policies and procedures for certain
aspects of capital assets, expenditure cutoff, encumbrance reserves, and certain disbursements to the
CTO to ensure that financial activity is recorded timely and in accordance with GAAP.

2011 STATUS

The City Treasurer’s Office and Finance Departments increased communication, completed
reconciliations more timely and developed increased checks and balances to limit the number of
reconciling items at year end. These actions have resulted in the finding not being repeated for 2011.

This finding is not repeated in 2011.
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CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

FINDING 2010-5

BASIC FINANCIAL STATEMENT FINDINGS
OFFICE OF THE COMPTROLLER

CAPITAL ASSETS

The City does not maintain formal policies and procedures for capital assets and utilizes decentralized
systems and departmental tools to identify, account for, monitor and report capital asset activity. The City
does not utilize system functionality to centralize capital asset processes. Procedures for transferring
completed projects from construction in progress to a depreciable fixed asset category are not consistent.

2011 STATUS

In 2011, the City began its implementation of the Oracle Fixed Assets module, which requires the
consolidation of capital asset data from all departments and the creation of consistent policies and
procedures. Conversion of all data to Oracle will complete in 2012/2013, resulting in increased accuracy
in accounting, monitoring and reporting on fixed assets.

This finding is not repeated in 2011.

FINDING 2010-6

BASIC FINANCIAL STATEMENT FINDINGS
OFFICE OF THE COMPTROLLER
ENCUMBRANCE ACCOUNTING AND REPORTING

The City does not maintain effective accounting and financial reporting policies and procedures for
encumbrance reserves to ensure that financial activity is recorded timely and in accordance with GAAP

2011 STATUS

The Comptroller’'s Office, Department of Procurement, Office of Budget and Management and various
departments have worked together to close outdated encumbrances and clean up prior year
encumbrance activity in accordance with GAAP.

This finding is not repeated in 2011.

FINDING 2010-7

BASIC FINANCIAL STATEMENT FINDINGS
OFFICE OF THE COMPTROLLER
MANAGEMENT ESTIMATES

The City does not maintain formal policies and procedures for determining estimates related to
investments whose fair value is not readily determinable, medical incurred but not paid liability, police
overtime, and other post- employment benefits and ensuring that all financial reporting risks are
adequately addressed.
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CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

FINDING 2010-7 (cont.)
2011 STATUS

For the completion of the 2011 financial statement audit, the City engaged firms to perform actuarial
analyses for its liabilities such as compensated absences, medical incurred but not paid liability, police
overtime, other post employment benefits, etc.

This finding is not repeated in 2011.

FINDING 2010-8

CFDA Nos. 10.557 Special Supplemental Nutrition Program for Women, Infants, and
Children
14.218 Community Development Block Grants/Entitlement Grants
14.241 Housing Opportunities for Persons with AIDS
93.069 Public Health Emergency Preparedness
93.994 Maternal and Child Health Services Block Grant to the States
93.268 Immunization Grants
93.712 ARRA — Immunization Grants

Federal Agencies U.S. Department of Agriculture, U.S. Department of Housing and Urban
Development, U.S. Department of Health and Human Services

Pass-through Agency lllinois Department of Human Services

City Department Chicago Department of Public Health

During testing the auditors found deficiencies with the City’s compliance with OMB Circular A-87:

> If employees are charged to one sole federal program, they should sign semi-annual certification
forms. During our testing of health programs, the City was unable to produce semi-annual
certification forms for most of the payroll charges selected in our samples.

> When employees are charged to multiple grants, the City does not prepare personnel activity
reports. Instead, each employee completes only the semi-annual certification form, which does
not meet the requirements of OMB Circular A-87.

2011 STATUS

CDPH reviewed their payroll costing process in late 2011 as applicable to this certification process.
Personal activity reports will be reconciled with payroll costing reports in 2012 for grant funded staff.

On January 12, 2012, the City Budget Director issued a citywide policy document that required City
departments with grant personnel to continue the existing current semi-annual Salary Certification
process and to immediately implement usage of a personal activity time record (PATR) form for each
grant employee on a monthly basis to support the certifications. The policy also made reference to the
consideration of quarterly adjustments to costing.

This finding is repeated in 2011. (2011-4)
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CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

FINDING 2010-9

CFDA No. 93.069 Public Health Emergency Preparedness
Federal Agency U.S. Department of Health and Human Services
Pass-through Agency N/A

City Department Chicago Department of Public Health

The City was required to file an interim Financial Status Report for the period August 10, 2009 to August
9, 2010 for the Public Health Emergency Preparedness and Public Health Emergency Response grants.
The City was unable to provide supporting schedules which agree these reports to the general ledger. As
such, we cannot determine that these reports were properly prepared.

2011 STATUS

As of 10/01/2011, the Grants and Projects Accounting Division (GPAD, formerly Special Accounting
Division) adopted the use of reconcilable Business Objects report functionality as supporting
documentation for the preparation of interim Financial Status Reports for the PHER and the PHEP grants
as well as all similar reporting. The Health Accounting unit supervisor of accounting assures in her
reviews that the support is completed and adequate.

This finding is not repeated in 2011.

FINDING 2010-10

CFDA No. 93.069 Public Health Emergency Preparedness
Federal Agency U.S. Department of Health and Human Services
Pass-through Agency N/A

City Department Chicago Department of Public Health

In a sample of forty expenditures tested, it was found that the City overpaid one invoice by $2,000. This
overpayment was caused by clerical errors made by the vendor in the invoice that were not caught by
City staff.

2011 STATUS

In late 2011, CDPH reviewed and implemented training regarding specific procedures for departmental
processing of invoices received from vendors and contractors including verifications, calculations,
approvals and signatures for the PHEP program and all other CDPH grant programs.

Subsequent to issuance of Finding 2010-10 CDPH received documentation from the vendor, Coldchain
Technology Services, whose invoice included the error that resulted in the initial finding, explaining that
clerical errors on the invoice resulted in the appearance that the invoice had been overpaid by $2,000.
However, when the errors were corrected the amount paid for the services rendered ($52,654.16) was
actually less than it should have been based on the corrected invoice ($52,943.98). The vendor agreed
not to seek payment for the difference of $289.82 due to the invoicing errors on its part.

This finding is not repeated in 2011.
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CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

FINDING 2010-11

CFDA No. 93.994 Maternal and Child Health Services Block Grant to the States
Federal Agency U.S. Department of Health and Human Services

Pass-through Agency lllinois Department of Human Services

City Department Chicago Department of Public Health

As part of our testing, a sample of 31 payroll expenditures was selected from the City of Chicago’s
general ledger system. The City was not able to provide appropriate supporting documentation for three
items which were tested.

2011 STATUS

CDPH reviewed their payroll costing process in late 2011 to assure that accurate and timely information
was being provided to the Department of Finance payroll costing unit which processes cost to the general
ledgers. CDPH will assure that file documentation continues to be preserved and stored for easy retrieval.
Upon further review of additional support provided by CDPH during subsequent period testing, the
auditors accepted documentation to reduce previously determined questioned costs of $5,989 to a
revised amount of $95. This amount will be refunded to the grantor, USHHS.

This finding is not repeated in 2011.

FINDING 2010-12

CFDA No. 93.268 Immunization Grants

Federal Agency U.S. Department of Health and Human Services
Pass-through Agency N/A

City Department Chicago Department of Public Health

The City conducts comprehensive quality assurance site visits to approximately one third of its
Immunization and VFC Grant providers each year. The City has quality assurance policies and
procedures which identify the scope of the annual site visit. As part of our audit, we noted several
exceptions where the City did not adhere to its policy:

> Itis the policy of the City to perform a chart audit of 30 charts to determine that program
participants were eligible to receive vaccinations under the Immunization Grants program. In a
sample of forty provider site visits selected for testing during our audit, we determined that two
provider site visits sampled fewer than 30 charts although the population was greater than 30.

> Itis the policy of the City to require that the evaluator from the City and the physician or clinic
manager from the provider both sign the site visit evaluation form. We found that one site
evaluation form, out of the forty examined, was not signed by the evaluator from the City.

> Itis the policy of the City to conduct follow-up visits with providers if findings were noted during
the site visit. In a sample of site visits examined, it was found that one did not have a follow-up
visit.
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

FINDING 2010-12 (cont.)
2011 STATUS

Effective August 1, 2011, VFC Program Manager reviews all Quality Assurance Chart Reviews within 2
business days of completion to verify if 30 charts have been included in the chart audit. If less than 30
charts were used, the VFC Program Manager instructs the staff person completing the chart review to
either include additional charts up to 30 charts, as needed, or to document a valid justification as to why
less than 30 charts were used, e.g. practice is small and only x charts within specified selection criteria.

Effective August 1, 2011, the VFC Program Manager reviews all Quality Assurance Reviews (QARS)
within 2 business days of completion to verify if all signatures are present on the QAR. If any signature is
missing, the VFC Program Manager instructs the staff person to obtain the appropriate signature(s).

Effective August 1, 2011, the VFC Program Manager created a spreadsheet for QAR findings and follow
up visits by staff persons. This spreadsheet is updated each month. VFC Program Manager tracks
providers not receiving an indicated follow up visit within 30 days. The VFC Program Manager provides
staff reminders until the follow up visit is completed.

This finding is not repeated in 2011.

FINDING 2010-13

CFDA No. 93.268 Immunization Grants

Federal Agency U.S. Department of Health and Human Services
Pass-through Agency N/A

City Department Chicago Department of Public Health

As part of our testing, a sample of 24 payroll expenditures was selected from the City of Chicago’s
general ledger system. The City was not able to provide appropriate supporting documentation for twelve
items which were tested.

2011 STATUS

CDPH reviewed their payroll costing process in late 2011 to assure that accurate and timely information
was being provided to the Department of Finance payroll costing unit which processes cost to the general
ledgers. CDPH will assure that file documentation continues to be preserved and stored for easy retrieval.
Upon further review of additional support provided by CDPH during subsequent period testing, the
auditors accepted documentation to reduce previously determined questioned costs of $10,352.97 to a
revised amount of $617.26. This amount will be refunded to the grantor, USHHS.

This finding is not repeated in 2011.
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Year Ended December 31, 2011

FINDING 2010-14

CFDA No. 14.241 Housing Opportunities for Persons with AIDS
Federal Agency U.S. Department of Housing and Urban Development
Pass-through Agency N/A

City Department Chicago Department of Public Health

The City is required to file an annual Consolidated Annual Performance and Evaluation Report (CAPER).
This report includes financial data which is reported in Part 3 of the report. The City was unable to provide
supporting documentation for the amounts reported in this section of the CAPER; and as such, we were
unable to determine that this portion of the CAPER was properly prepared.

2011 STATUS

CDPH has completed implementation of an internal control process for storing supporting documentation
for fiscal reports which includes scanned PDFs stored on the CDPH network drives. Evidence of the
completed process was demonstrated to HUD officials during a recent site visit where amounts reported
in the 2011 CAPER were reconciled to a financial report that included expenditures by service category
and budgeted amounts.

This finding is not repeated in 2011.

FINDING 2010-15

CFDA No. 10.557 Special Supplemental Nutrition Program for Women, Infants, and
Children

Federal Agency U.S. Department of Health and Human Services

Pass-through Agency lllinois Department of Human Services

City Department Chicago Department of Public Health

Two out of forty patients tested did not have the hemoglobin test administered as required.
2011 STATUS

CDPH implemented WIC Program Standing Orders for Hg/Hct procedures effective November, 2011.
The procedures require CDPH WIC eligible clients to provide a medical referral form that includes
Hemoglobin and Hematocrit results. Hemoglobin and Hematocrit testing may be deferred up to 90
(ninety) days for applicants with a qualifying risk factor identified at certification. CDPH WIC staff will
document the reminder for the client to bring the blood test result from their primary care physician in the
WIC card. Staff cannot refuse to provide services to clients that are missing the tests, therefore, each
time clients are seen at the WIC site they must receive reminders to obtain the tests from their primary
care providers.

An addendum to the procedures was implemented effective May, 2012 that requires CDPH staff to
document the reminder to clients in the cornerstone case notes at the time of certification.

This finding is not repeated in 2011.

Page 61



CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

FINDING 2010-16

CFDA Nos. 14.218 Community Development Block Grants/Entitlement Grants
14.241 Housing Opportunities for Persons with AIDS
93.069 Public Health Emergency Preparedness

Federal Agencies U.S. Department of Housing and Urban Development, U.S. Department
of Health and Human Services

Pass-through Agency N/A

City Department Chicago Department of Public Health

The Office of Compliance is responsible for conducting an initial review of A-133 reports submitted by sub
recipients (delegate agencies). The Office of Compliance notifies City departments via written
communications when there are findings or other matters noted in those reports that could warrant a
management decision by the granting department. During 2010, we noted that the Department of Public
Health did not appropriately address or respond to four communications where the Office of Compliance
was recommending issuance of a management decision. We selected a sample of 40 sub recipients
across all City departments and noted that four sub recipients of the department required additional
follow-up as communicated by the Office of Compliance. As noted above, the department had no
evidence that any follow-up was completed or management decisions issued in regards to all four
communications received from the Office of Compliance.

2011 STATUS

During November through December 2010, CDPH developed a Fiscal Monitoring unit implementation
plan. The plan preparation included the creation of a grant and sub recipient risk assessment tool as well
as a web based grant compliance checklist. In February 2012 staff was identified to staff the new unit.
The Monitoring unit is reviewing A-133's in conjunction with the City’s Internal Audit unit and issuing
management decision letters as needed. Sub recipient monitoring information is now being made
available to all staff through CDPH’s SharePoint site.

This finding is repeated in 2011. (2011-7)

FINDING 2010-17

CFDA Nos. 97.075 Rail and Transit Security Grant Program
97.113 ARRA — Rail and Transit Security Grant Program
Federal Agency U.S. Department of Homeland Security
Pass-through Agency N/A
City Department Chicago Police Department

It was discovered during our review of these programs that two annual performance reports and two
quarterly reports tested were not submitted within 15 days of year end, as required by the City’s
agreement with the Chicago Transit Authority.

2011 STATUS
To ensure compliance with submitting the quarterly fiscal reports for each Transit Security Grant
Program, this responsibility was redistributed from one individual to four individuals in the Chicago Police

Department Finance Division. One Finance staff member has been assigned to one of the four Transit
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FINDING 2010-17 (cont.)

2011 STATUS (cont.)

Security Grant Programs to prepare and submit the fiscals. This redistribution allows sufficient time for
each staff member to meet the 15 day due date after each period.

The reminder for progress reports was communicated to the Public Transportation Section as scheduled.
The Outlook calendar of the grants manager and the Director of Grants Management was tickled to the
December 1, 2011 reminder, the January 8, 2012 deadline for the Public Transportation Section, and the
January 15, 2012 deadline for submitting progress reports

This finding is repeated in 2011. (2011-9)

FINDING 2010-18

CFDA No. 16.804 ARRA — Edward Byrne Memorial Justice Assistance Grant
Program

Federal Agency U.S. Department of Justice

Pass-through Agency N/A

City Department Chicago Police Department

During our testing, it was noted that the City was awarded an ARRA Justice Assistance Grant and
received an advance on July 6, 2009 for $28,633,983. Throughout 2010, the City had not been tracking
interest earned related to this grant.

2011 STATUS

The ARRA JAG grant identified in this finding has been allocated the appropriate interest by the City in
2011. The City Comptroller's Office Grant and Projects Accounting Division (GPAD) has updated its
procedures as of March, 2012 to request that grants that require interest to be earned and frequently
posted be set up in segregated fund accounts so that the City Treasurer's Office (CTO) can

determine and transfer the earned interest on a periodic basis throughout the year. Grants that do not
require frequent posting of interest may be set up in funds where they are maintained in an

aggregate account with interest being calculated and allocated by General Accounting. The supervisors
and directors in GPAD will be responsible for ensuring that all funds having interest earned are recorded
correctly.

This finding is not repeated in 2011.
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FINDING 2010-19

CFDA Nos. 14.218 Community Development Block Grant — Entitlement Grants
14.253 ARRA — Community Development Block Grant (CDBG-R)

Federal Agency U.S. Department of Housing and Urban Development

Pass-through Agency N/A

City Department Chicago Department of Family and Support Services

The Department uses risk based approach for monitoring of the sub recipients (delegate agencies).
During our audit we tested the City’s monitoring of twenty-nine program sub recipients and noted the
following exceptions:

> No risk assessment or program monitoring was performed for two sub recipients of the CDBG-R
(ARRA) program.

> Program monitoring was not scheduled for one of the high risk sub recipients of the CDBG
program until September of 2011, although program expenditures existed in the first half of 2010.

> No follow-up monitoring was performed for one sub recipient with CDBG-R (ARRA) program
monitoring findings in the first visit.

> Fiscal monitoring for three high risk CDBG sub grantees was not scheduled until the second half
of 2011.

We understand that the Department is in the process of seeking HUD approval for the current risk based

approach to sub recipient monitoring. Future policy changes may be necessary to comply with HUD
requirements.

2011 STATUS

The risk analysis of the delegate agencies for the year 2011 was completed. DFSS is planning to conduct
a 100% review of the Homeless and HPRP programs, funded through HUD. In addition, the fiscal
monitoring unit continues to prioritize other monitoring reviews, based on the risk analysis and requests
from the other units.

This finding is not repeated in 2011.

FINDING 2010-20

CFDA No. 93.569 Community Services Block Grant

Federal Agency U.S. Department of Health and Human Services
Pass-through Agency lllinois Department of Commerce and Economic Opportunity
City Department Chicago Department of Family and Support Services

Several assets purchased with program funds from prior fiscal periods could not be identified during the
current year audit because the Department has not maintained an inventory of capital assets acquired
with program funds.
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FINDING 2010-20 (cont.)

2011 STATUS

DFSS is continuing with its plan to obtain a vendor to assist in completing a comprehensive inventory
review. In the meantime, DFSS is in the process of compiling a list of CSBG equipment purchases that
will be used for the review.

This finding is not repeated in 2011.

FINDING 2010-21

CFDA Nos. 10.559 Summer Food Services Program for Children
14.218 Community Development Block Grants/Entitlement Grants
14.231 Emergency Shelter Grants Program
17.258 WIA Adult Program
17.259 WIA Youth Activities
7.260 WIA Dislocated Workers
93.569 Community Services Block Grant

Federal Agencies U.S. Department of Agriculture, U.S. Department of Housing and Urban
Development, U.S. Department of Justice, U.S. Department of Labor,
U.S. Department of Health and Human Services

Pass-through Agencies lllinois Department of Public Health, lllinois State Board of Education,
lllinois Department of Commerce and Economic Opportunity, lllinois
Department of Human Services, lllinois Criminal Justice Information
Authority

City Department Chicago Department of Family and Support Services

The Office of Compliance is responsible for conducting an initial review of A-133 reports submitted by sub
recipients (delegate agencies). The Office of Compliance natifies City departments via written
communications when there are findings or other matters noted in those reports that could warrant a
management decision by the granting department. During 2010, we noted that the Department of Family
and Support Services did not appropriately address or respond to nine communications where the Office
of Compliance was recommending issuance of a management decision. We selected a sample of 40 sub
recipients across all City departments and noted that nine sub recipients of the department required
additional follow-up as communicated by the Office of Compliance. As noted above, the department had
no evidence that any follow-up was completed or management decisions issued in regards to all nine
communications received from the Office of Compliance.

2011 STATUS

To date, the management decision requests issued subsequent to 2010 have been responded to in a
timely manner by the Fiscal Compliance Unit. The process is on-going.

This finding is not repeated in 2011.
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FINDING 2010-22

CFDA No. 20.106 Airport Improvement Program
Federal Agency U.S. Department of Transportation
Pass-through Agency lllinois Department of Transportation
City Department Chicago Department of Aviation

A sample of reimbursement requests was tested for review and approval by someone other than the
original preparer. Specifically, four different reimbursement requests were tested and three of the four
were not reviewed and approved by someone other than the original preparer.

2011 STATUS

Internal controls have been set in place whereby the Chief Financial Officer for the Chicago Department
of Aviation reviews and approves federal reimbursement requests.

This finding is not repeated in 2011.

FINDING 2010-23

CFDA Nos. 20.106 Airport Improvement Program

20.106 ARRA — Airport Improvement Program
Federal Agency U.S. Department of Transportation
Pass-through Agency lllinois Department of Transportation
City Department Chicago Department of Aviation

For calendar year 2010 grant activity, the City did not file any SF-425, Federal Financial Reports for the
Airport Improvement Program.

2011 STATUS

SF-425, Federal Financial Reports are now filed on a quarterly basis with the Federal Aviation
Administration.

This finding is repeated in 2011. (2011-11)
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FINDING 2010-24

CFDA No. 97.100 Airport Checked Baggage Screening Program
Federal Agency U.S. Department of Homeland Security
Pass-through Agency N/A

City Department Chicago Department of Aviation

The City has delegated contracting responsibilities, including monitoring of Davis-Bacon compliance, to
the airlines responsible for the terminal where the security equipment has been installed. As the recipient
of the grant funding, the City is responsible for ensuring the airlines are performing the responsibilities
delegated to them. In 2010, neither the airlines nor the City were monitoring contractor compliance with
prevailing wage rates under the Davis-Bacon Act.

2011 STATUS

Contractual arrangements are being incorporated into the contract to ensure that contractors are
paying prevailing wage rates in regards to the federally financed projects.

This finding is not repeated in 2011.

FINDING 2010-25

CFDA No. 81.086 ARRA — Conservation Research and Development
Federal Agency U.S. Department of Energy

Pass-through Agency N/A

City Department Chicago Department of Environment

In 2010, a portion of the salaries and fringes for one employee was reimbursed under the grant. There is
no documentation supporting the hours charged to the grant.

2011 STATUS

On 1/12/12, the City Budget Director issued a citywide policy document that required city departments
with grant personnel to continue the existing current semi-annual Salary Certification process and to
immediately implement usage of a personal activity time record (PATR) form for each grant employee on
a monthly basis to support the certifications. The policy also made reference to the consideration of
guarterly adjustments to costing.

This finding is not repeated in 2011.
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FINDING 2010-26

CFDA No. 93.667 Social Services Block Grant

Federal Agency U.S. Department of Health and Human Services
Pass-through Agency lllinois Department of Human Services

City Department Chicago Office of Budget and Management

We audited payroll expenditures for one City employee charged directly to the Empowerment Zone grant.
That employee's entire salary is charged to the grant, however, the City did not maintain evidence in the
form of time records or a salary certification form to support the costs of that employee.

2011 STATUS

On 1/12/12, the City Budget Director issued a citywide policy document that required city departments
with grant personnel to continue the existing current semi-annual Salary Certification process and to
immediately implement usage of a personal activity time record (PATR) form for each grant employee on
a monthly basis to support the certifications. The policy also made reference to the consideration of
guarterly adjustments to costing.

This finding is not repeated in 2011.

FINDING 2010-27

CFDA No. 14.253 ARRA — Community Development Block Grant (CDBG-R)
Federal Agency U.S. Department of Housing and Urban Development
Pass-through Agency N/A

City Department Chicago Department of Housing and Economic Development

For five of the sub recipients tested, there was no documented evidence that site visits occurred and that
the sub recipients were deemed in compliance based on the visit. Documented evidence would include a
completed checklist or report detailing what was reviewed during the visit.

2011 STATUS

During 2011 HED did strengthen the policies and procedures regarding sub recipient monitoring. The
Fiscal Monitoring for CDBG and CDBG R Funded Delegate Agencies is now the responsibility of the
Director of Finance in the Administration Section. Two Program Auditors perform the site visits and
maintain files for each sub recipient.

The programmatic monitoring for CDBG Funded Delegate Agencies is the responsibility of the Director of
the Home Ownership Center. The Coordinator of Special Projects and the Program Manager perform the
site visits and maintain files for each sub recipient.

The programmatic monitoring for CDBG R is the responsibility of the Assistant Commissioner of
Workforce Solutions . The Program Director performs the site visits and maintains the sub recipient files.

HED began producing, in 2011, an annual spreadsheet that reflects all programmatic and fiscal site visits
and the results.

This finding is repeated in 2011. (2011-15)
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FINDING 2010-28

CFDA No. N/A
Federal Agency N/A
Pass-through Agency N/A
City Department Chicago Department of Finance

During our audit of major programs, we identified federal expenditures that were recorded in the current
fiscal year, but were incurred in a different fiscal year. In other instances, federal expenditures were
incurred during the current fiscal year, but were recorded in a different fiscal year. We also identified
nonfederal funds that were reported on the draft SEFA.

2011 STATUS

The Business Obijects reports which are used to generate the SEFA are being rebuilt as a part of our
Oracle R12 upgrade and the report criteria will be reviewed to ensure that only Federal expenditures are
being included. In addition, the Grants and Project Accounting Division will work with General Accounting
and Accounts Payable (all in the Department of Finance) to ensure all expenditures are recognized in the
proper accounting periods. Invoices submitted for payment during year end and immediately afterward
will undergo a secondary review to identify any expenditures not properly accounted for. Any corrections
will be made prior to the generation of the SEFA.

This finding is repeated in 2011. (2011-13)
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