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Members of the Legidative Audit Committee:

This report contains the results of the performance audit of the Low-Income Energy Assstance
Program within the Department of Human Services and the Energy Saving Partners Program within the
Governor’s Office of Energy Management and Conservation. The audit was conducted pursuant to
Section 2-3-103, C.R.S,, which authorizes the State Auditor to conduct audits of al departments,
inditutions, and agencies of date government. The report presents our findings, conclusons, and
recommendations, and the responses of the Department of Human Services and the Office of Energy
Management and Conservation.
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Authority, Purpose, and Scope

This performance audit of the Low-Income Energy Assistance Program and the Energy Saving Partners
Program was conducted under the authority of Section 2-3-103, C.R.S,, which authorizes the State
Auditor to conduct audits of al departments, ingtitutions, and agencies of state government. The audit was
conducted according to generdly accepted auditing standards. The audit work included gathering
information through interviews, reviewing documents, and anadlyzing data. The audit was performed
between October 2001 and April 2002.

The purpose of this audit was to review the efficiency and effectiveness of the Low-Income Energy
Assistance Program and the Energy Saving Partners Program. We gratefully acknowledge the assistance
and cooperation of gaff at the Department of Human Services and the Governor’'s Office of Energy
Management and Conservation in completing this audit. Thefollowing summeary provideshighlights of the
comments contained in the report.

Overview

The Low-Income Energy Assistance Program (LEAP), within the Department of Human Services, is a
federal program that was created to provide low-income househol ds with assistance to help meet the cost
of their winter home hesting needs. InFisca Y ear 2002 L EAP received about $20 million, which included
admogt $18 million in federa funds and over $2 million from the Colorado Energy Assistance Foundation.

LEAP isagate-supervised, county-administered program. The Department isresponsiblefor the genera

oversight of the Program, while county socid services offices are responsible for administering LEAP by
determining digibility and cal culating benefit amounts. LEAP containstwo main components: basc LEAP
benefitsand the Crigs Intervention Program (CIP). Thebasic LEAP benefit is cash assstance that ispaid

to ether a utility company or fud supplier on behdf of an digible household, or directly to the digible
household when heating costs are included in rent. CIP provides up to $1,200 in services each year to
households experiencing a non-fudl-related hegting emergency (e.g., broken furnace or windows).

The Energy Saving Partners (ESP) Program, which is administered by the Governor’s Office of Energy
Management and Conservation (OEMC), provides wegtherization services to low-income households.
Wesgtherization sarvices include ingaling insulation, wegther-gripping, and caulking;

For further information on thisreport, contact the Office of the State Auditor at (303) 869-2800.

-1-
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and performing furnace ingpections, repairs, and replacements. In Fiscal Year 2001 the ESP Program
spent approximately $8.6 million to weatherize 3,400 homes at an average cost of about $2,300 per
household. The ESP Program receivesfunding from the United States Department of Energy, LEAP, Xcd
Energy, and the Colorado Energy Assistance Foundation.

Case File Documentation

Department rules require that counties obtain sufficient documentation to support digibility determinations
and benefit caculations. Without proper documentationit isdifficult to determineif digibility and benefits
were caculated correctly. Duringour review of about 400 casefilesfrom Program Y ears 2001 and 2002,
we found that many did not contain sufficient documentation to support digibility determinations, benefit
cdculations, and adherence to timeliness sandards. Specificaly, we found that 14 of 61 filesrequiring a
rent recaipt did not contain one; 38 of 346 files requiring a heeting bill did not contain one; 44 of 406 files
did not contain income verification; and 40 of 300 files were missing date samps which are needed to
assess compliancewith processing timelines. The Department’ smonitoring processaso routinely identifies
numerous errors related to digibility determinations, income cadculations, and insufficient documentation.
In addition, we found that most applicants did not provide socid security numbers or birth dates for
additional household members. Thisinformation is needed to verify digibility and benefit amounts.

Application Processing

County LEAP officeshave 50 calendar daysto process standard applications, 10 businessdaysto process
emergency applications, and 4 business days to process CIP applications. We reviewed cases from
ProgramY ears 2001 and 2002 and found that 60 percent of the CIP cases were not processed within the
four-business-day requirement. We aso found that there are currently no requirementsfor the timeliness
of actually providing CIPservices. Inaddition, wefound that 25 percent of the emergency cases exceeded
the 10-business-day requirement. Further we questioned whether a 50-day standard is too long for
processing standard LEAP applications and whether counties should be required to process these
gpplications within a shorter time frame. When cases are not processed in atimely manner, there can be
hedlth and safety issues for gpplicants due to improperly working furnaces and heet shutoff Stuations.

Administrative Expenditures

Federal gatutes limit the amount of funds a state may use for planning and administering LEAP to 10
percent of the State's total federd dlocation. In Fiscal Year 2002 this amount was approximately $2
millionfor Colorado. Wereviewed the Department’ smethod for tracking L EA P-related expendituresand
found there are inadequate controls in place to ensure the Department is complying with the federd
limitationon adminigtrative costs. Overdl, we bdieve that counties are underreporting their administrative
expenses.  Specificdly, we found that some counties did not use any of thelr Fiscal Year 2001
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adminigrative alocations even though they had casdoads of up to 200 cases. In addition, some counties
do not use one of the Department’ s approved time reporting methods to document the time staff spend
managing and processing their LEAP casdoads. Although some underexpenditures may be due to county
efficiency, others may be due to expenditure coding errors or other problems.

Program Oversight

The Department is responsible for monitoring LEAP to ensure the Program is administered in accordance
with state and federd requirements.  This includes monitoring county LEAP offices to ensure cases are
processed properly, digibility is correctly determined, benefits are properly caculated, and utility vendors
are monitored to verify that LEAP benefits are applied to the gppropriate accounts. During our review we
found that the Department does not have a monitoring plan and further, that many counties have not been
reviewed for aggnificant period of time. Specifically, 8 counties have not been monitored snce 1989 and
34 counties have not been monitored since 1996. In addition, the Department’ s current process does not
dlow for timely follow-up with counties when errors are found. The Department aso does not monitor
dient benefit payments made to utility vendors to ensure these payments are applied to the gppropriate
customer accounts.

Outreach Plans

Department rules require county LEAP offices to submit outreach plans by October 30" each year. An
outreach planisaquestionnairein which county L EAP offices describe their planned outreach activitiesfor
the upcoming LEAP season. We reviewed the Department’ s policiesrelated to outreach plans and found
that the plans currently provide little benefit. Specificaly, we found that Department staff do not review
plans to offer feedback or best practice information to the counties, many counties submit the same
outreach plan from year to year, plans are not submitted at the beginning of the LEAP season, and many
counties do not submit outreach plansat al. The Department needs to assess the value of having counties
submit outreach plans each year. With the current process, outreach plans have become little more than
apaperwork exercise.

ESP Waiting Lists

Wefound that two Energy Saving Partnersregionsinthe State currently have extensvewaiting listsfor ther
westherizationsarvices. Thesewaiting listsrangefrom about six monthsin Pueblo and the southesst corner
of the State to about two yearsin the San LuisVdley. Inmogt other areas of the State, individuasreceive
westherization services within about two months from the date of application. The waiting lists have
created service inequities and have resulted in higher energy codts for those homes waiting to receive
sarvices.  According to Program daff, in order to reduce and/or eiminate the waiting lists, the
wegtherization agencies in these areas will need more funding so that they can hire additiona crews. We
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estimate that these two agencies would need an additional $500,000 per year for five years to iminae
their current waiting lists. Therefore, the Office of Energy Management and Conservation needsto reassess
its dlocation methodology and investigate additiona funding sources.

Our recommendations and the responses of the Department and the Office of Energy Management and
Consarvation can be found in the Recommendation Locator.



RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency | mplementation
No. No. Summary Addressed  Response Date
1 14 Ensure counties sufficiently document information used to determine Department of a. Disagree September 16, 2002
eligibility and to calculate benefit amounts by: (a) requiring asocial security =~ Human Services b. Agree
number and date of birth for all household members and (b) continuing to
emphasize the importance of documentation in training sessions.
2 16 Improve timeliness of application processing by: (a) implementing a time Department of a. Partiadly October 1, 2002
requirement for providing CrisisIntervention Programservices, (b) continuing ~ Human Services Agree
to emphasize the importance of documenting actions taken on cases, and () b. Agree
evaluating the 50-day time requirement for processing standard LEAP cases. c. Partialy
Agree
3 19 Improvetheefficiency of the LEAP appeal s process by entering into aservice- Department of Agree October 1, 2002
level agreement withthe Division of AdministrativeHearingstoestablishtime ~ Human Services
guidelines for various steps in the appeal s process.
Division of Agree October 1, 2002
Administrative
Hearings
4 21 Improve the effectiveness and efficiency of the LEAP application process by Department of Agree November 1, 2002

periodically assessing if more applicants can receive the short form,
determining if additional information can be included in Spanish on the
eligibility notice, and continuing to eval uate alternatives for providing energy
conservation information.

Human Services
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Rec. Page Recommendation Agency Agency | mplementation
No. No. Summary Addressed  Response Date

5 26 Improve accuracy of county administrative and outreach reporting by ensuring Department of Agree November 1, 2002
countiesuse an approvedtimereporting method, developinganddisseminating ~ Human Services
guidelines on appropriate uses of administrative funds, continuing to
emphasize to county program and fiscal staff theimportance of appropriately
coding LEAP expenditures, requiring documentation for overexpenditures,
consistently recovering overexpenditures, and reassessing methodology for
allocating funds.

6 29 Improve oversight by: (a) developing a monitoring plan, (b) enforcing the Department of a Agree August 1, 2002
corrective action plan requirement and following up on theplansin atimely = Human Services b. Agree
manner, (c) monitoring benefit payments made to utility vendors, and c. Disagree
(d) maintaining better communication with the Field Audits Section. d. Agree

7 31 I mprove communicationwith utility providersby electronically notifying them, Department of Agree December 1, 2002
when possible, of eligible LEAP recipients and benefit amounts. Human Services

8 33 Improve oversight of Crisis Intervention Program funds by: (a) requesting Department of a. Disagree October 1, 2002
counties randomly follow up with CIP recipients, (b) requiring service  Human Services b. Agree
providers to submit detailed invoices that include a client signature, and c. Disagree
(c) periodicaly contracting with private vendors to inspect a sample of CIP
homes.

9 35 Pursue aternatives through pilot programs or studies to increase funding for Department of Agree November 1, 2002
the Crisis Intervention Program by actively seeking landlord and housing ~ Human Services
authority contributions.

10 40 Review outreach allocation methodology by periodically analyzing source Department of Agree December 1, 2002

statistics, reassessing methodology for state and county allocations, and
providing counties with their own source statistics.

Human Services
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Rec. Page Recommendation Agency Agency | mplementation
No. No. Summary Addressed  Response Date
11 42 Assess the benefits of requiring county outreach plans. If outreach plans Department of Agree October 1, 2002
continue to be required, revise the plan format, review plans and provide = Human Services
feedback, identify best practices, and require countiesto submit plansprior to
the LEAP season.
12 44 Improve outreach by mailing applications to, and targeting other, potentially Department of Agree October 1, 2002
eligible groups and redesigning the State’s LEAP Web site. Human Services
13 48 Evduatedternativesfor raisingadditional fundstoeliminateextensivewaiting  Office of Energy Agree January 2003
lists for weatherization services. Management and
Conservation
14 50 Improve the efficiency of the ESP application process by developing a  Office of Energy Agree January 2003
standard application and denial notification form, developing forms in  Management and
Spanish, and notifying applicants of their status on awaiting list. Conservation
15 52 Improve efficiency of the ESP appeals process by establishing time  Office of Energy Agree January 2003

requirements for processing appeals.

Management and
Conservation




Description of the Low-Income
Energy Assistance Program

Overview

The Low-Income Energy Assistance Program (LEAP), within the Department of Human
Services, isafederd program that was created in 1980 to provide low-income households
withassistance to help meet the cost of their winter home heating needs. LEAPisadate-
supervised, county-administered program. That is, the Department isresponsblefor the
generd oversght of LEAP while county socid services offices are responsible for
adminigering the Program by determining digibility and caculating benefit amounts. The
Program contains two main components.

Basic LEAP Benefit - This is a cash benefit that is paid to either a utility
company or fud supplier on behdf of digible households, or directly to digible
householdswhen hegting costsareincluded inrent. Individuas can apply for cash
benefits from November through April each year.

Crigs Intervention Program (CIP) - This is assstance for households
experiencing anon-fuel-related heating emergency. Heating emergenciestypicdly
include situations where a furnace or a broken window needs to be repaired or
replaced. Eligible householdsqudify for up to $1,200 worth of repairs each year.
Individuas can apply for CIP assstance year-round.

To be digible to receive ether a basic LEAP benefit or CIP assstance in Fisca Year
2002, gpplicants had to meet dl of the following requirements:

Income - Tota household income had to be at or below 185 percent of the
federd poverty level.

Vulnerability - Anapplicant had to be responsiblefor paying home heeting costs,
ether directly to a utility company or fud deder, or indirectly as part of rent.

Residency - An gpplicant had to be aresdent of Colorado.

Citizenship - An gpplicant had to be a United States citizen or legd dien.
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InFisca Year 2001 and prior years, there was dso aresource digibility requirement. To
receive LEAP benefits, applicants could have no more than $5,000 in assets, excluding
one vehicle and their primary resdence. The Department diminated this requirement
beginning in Fisca Y ear 2002.

From Fisca Year 2000 to Fisca Y ear 2002, the number of individuas receiving LEAP
benefits increased by 63 percent. The most significant change occurred in Fisca Year
2001 when the number of recipientsincreased 57 percent. Thefollowing table showsthe
number of Colorado households receiving basic LEAP benefits and CIP assistance for
Fiscal Years 2000 through 2002 as well as the funds paid out and average benefit
amounts. Total funding and individua benefit amounts were higher in Fiscd Year 2001
than in other years due to an increase in both state and federa funding and home hesating
costs.

L EAP and CIP Benefit Payments
Fiscal Years 2000 Through 2002

Fiscal Year
2000 2001 2002
Benefit
Type Payments | Recipient | Payments | Recipient | Payments | Recipient

Basic
LEAP $15,787,300 48,800 | 943,839,500 76,500 | $21,710,500 79,500
Benefit
CIP $741,400 1,800 | $1,098,100 1,900 $973,800 2,000
TOTAL $16,528,70 $44,937,60 $22,684,30

0 0 0
Average
Benefit $323 $573 $273
Sour ce: Department of Human Services data.

Funding Overview

Asthe following table shows, amgority of LEAP sfunding comes from the federal Low-
Income Home Energy Assistance Program block grant. LEAP aso receives cash funds
each year from the Colorado Energy Assstance Foundation (CEAF) which was created
in 1989 to raise funds to offsat the decreasing federa funds available to help low-income
households with their home heating needs. Principa funding sources for the Foundation
include settlement funds resulting from the decommissioning of the Fort . Vrain nuclear
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fadlity, unclamed utility depodts, a portion of unclamed utility overcharge refunds,
customer contributions, and in-kind donations.

L ow-Income Energy Assistance Program Funding Sour ces
Fiscal Years 2000 Through 2002

Fiscal Year
Funding Source
2000 2001 2002
Federal Funds $20,006,300 | $38,059,7007 $17,888,100
Cash Funds Exempt! $1,625,000 | $12,500,000° $2,500,000
TOTAL $21,631,300 | $50,559,700 $20,388,100

Source: Department of Human Services budget request.

! This amount includes funds from the Colorado Energy Assistance Foundation.

2 Thefederal government rel eased additional emergency fundsin Fiscal Y ear 2001 due to the
increase in home heating costs around the country.

3 This amount includes a one-time appropriation of $10 million from the State Severance Tax
Fund.

Energy Saving Partners Program

In addition to LEAP, we aso reviewed the Energy Saving Partners Program (ESP). This
program is administered by the Governor's Office of Energy Management and
Consarvation (OEMC) and provides year-round wegtherization services to low-income
households. All LEAP recipients are automaticdly referred to ESP for weatherization
services, which includeingaling insulation, weather-stripping, and caulking; and arranging
furnaceinspections, repairs, and replacements. Servicesareprovided by eight sub-grantee
westherization agencies around the State. These agencies include:

» Three county governments

»  Three nonprofit organizations

* Onelocd government association

* Oneregiond council of governments

In Fiscal Year 2001 the ESP Program weatherized 3,400 homes at an average cost of
approximately $2,300 per household. The ESP Program receives funding from LEAP as
well as funds from the United States Department of Energy, Xcd Energy, and CEAF. In
Fiscd Y ear 2001 the ESP Program received atota of $8.6 million in funding.
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Application Process
Chapter 1

Background

The county socia services offices are responsible for processing al LEAP gpplications.
Counties have 50 calendar days to process standard, non-emergency applications.
Emergency applications, where ashutoff notice has been received or ashutoff hasdready
occurred, must be processed within 10 working days upon receipt. Findly, countieshave
four working daysto process gpplicationsfor Criss Intervention Program (CIP) services.
Beforeany application can beprocessed completdly, county L EAPtechniciansmust obtain
aufficient documentation to support an goplicant’s income and his or her vulnerability to
rigng heating costs. For the past several years about 80 percent of standard LEAP
applications have been approved.

| mprove Documentation in Case Files

Department rulesrequire that counties obtain sufficient documentation to support digibility
determinations and benefit calculations. For example, applicants must provide
documentation to verify their reported income for the month prior to gpplication and
vulnerability to risng heating costs (i.e., copy of their most recent heating bill, or when heet
isincluded in rent, a copy of their most recent rent receipt).

During our review of about 400 filesfrom Program Y ears 2001 and 2002 , we found that
many did not contain sufficient documentationto support eigibility determinations, benefit
cadculations, and adherence to timeliness sandards. Specificdly, we found:

e 14 out of 61 files (23 percent) requiring arent receipt did not contain one.
» 38 out of 346 files (11 percent) requiring a hesting bill did not contain one.
e 44 out of 406 files (11 percent) did not contain income verification.

We as0 looked at gpproximately 300 of the files to determine if the documentation
contained in the files was date stamped. Counties are required to date stamp all
documentation so that reviewers can determine if gpplications are processed within
appropriate time frames. We found that about 40 of the files (13 percent) contained
documentation that was not date stamped.
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In addition, wefound that most gpplicantsdid not provide socid security numbersor birth
dates for additional household members. The Department requests that the individua
applying for benefits include his or her socia security number and date of birth on the
goplication. Although the application aso requests socid security numbersand birth dates
for additiona household members, thisinformation is not required before an applicationis
processed. Requiring thisinformation would help ensure that gpplicants accurately report
the tota number of household members. Thisisimportant becausedigibility determinations
are affected by income and household size. That is, ashousehold Sizeincreases, so dothe
maximumincome requirements. Inaddition, thelarger the household, the higher the benefit
payments. Inappropriately increasing household size may improve an applicant’s ability
to be digible for LEAP and increase benefit awards.

The Department a o finds numerous errors during itsown monitoring process. Inthenine
recent county monitoring reports we reviewed, the Department reported errors in 69 of
the 160 cases reviewed. These errors ranged from minor issues such asincorrect coding
to more serious issues such as incorrect income calculaions and digibility determination
mistakes. Without proper documentationitisdifficult to determineif digibility and benefits
were calculated correctly. Asaresult, some applicants may receive benefitsthat they are
not eigible to receive.

Recommendation No. 1:

The Department of Human Services should ensure that counties sufficiently document
information used to determine digibility, cdculate benefit amounts, and determine
adherence to timeliness standards for the Low-Income Energy Assistance Program by:

a. Requiring gpplicantsto provideasocia security number and date of birth for every
household member.

b. Continuing to emphasize at trainings the supporting documentation that must be
included in every file and the importance of date-stamping the documentation.

Department of Human Services Response:

a. Disagree. Although the provision of socid security numbersisnot required by
federal statute or regulation, the Department currently requests, but does not
require, socia security numbers and birth dates for identification purposes,
The vast mgority of gpplicantseither providethem ontheir LEAP gpplication
or counties access them through other benefit programsfor identity purposes.
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The Socid Security Number is not used for verification, federad matching, or
other purposes. The requirement would cause delays in processing
applications—forms would have to be returned as incomplete. Because
LEAP is a time-sengtive program, these delays would be detrimenta to
applicants. Requiring date of birth would serve no vaue.

Auditor’'s Addendum: Obtaining social security numbers for all
household members servesat least two important purposes. First, social
security numbers provide a unique identifier for LEAP recipients that
would assist the Department in tracking recipients across other benefit
programs. Inaddition, requiring thisinformation would hel p ensurethat
applicantsaccurately report thetotal number of household members, and
thus receive the appropriate benefit amount.

. Agree. LEAP trainers currently sress the need to include supporting

documentationin casefiles and on the Report of Contact screeninthe LEAP
automated system. They will continue to do so. LEAP conducts formd,
intengve training eech fall, prior to the beginning of the new program year, for
al county workers.

Enforce Time Requirements

We reviewed the timeliness of the county LEAP offices processng of standard,
emergency, and CIP applicationsand found that timelinesswas an issue, especidly for the
emergency and CIP applications. Therearemany reasonswhy itisimportant that counties
process al applicationswithin the specified timerequirements. In CIP cases, for example,
there may be health or safety concerns because an applicant has a cracked furnace that
isleaking carbon monoxide. In emergency cases applicants may have their heet shutoff
which can aso lead to hedlth and safety issues. We found thet:

28 of 47 (60 percent) Crisis Intervention Program cases reviewed
exceeded the four-working-day requirement by 1 to 65 days. On average,
it took counties about eight working days to process these cases. As stated
previoudy, Department rules currently require CIP cases to be processed within
four working days of the county’s receiving an gpplication. In addition, the rules
require that counties provide some form of assstance within 48 hours of
gpplicationto homes experiencing aheating crisisor within 18 hoursif the Situation
islifethrestening. There are no requirements, however, for when CIP services
must be provided. From our review of CIP casefiles, we found that it was often
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difficult to determine when services were actualy provided due to a lack of
documentation. Insufficient documentation aso mede it difficult to determineif a
county took intermediate steps, such as supplying space hesters or blankets, to
assis gpplicants until apermanent repair could be made. The ultimate god of CIP
isto provide services to householdsin need. Therefore, it isimportant thet these
services be provided as soon aspossible. 1n addition to having arequirement that
countiesprocess CI P gpplicationswithin four working days, it would be beneficid
to aso have arequirement for counties to ensure services are actudly provided
within acertain time frame.

o 34 of 135 (25 percent) emergency cases reviewed exceeded the 10-
working-day requirement by 1 to 70 days. A magjority of the cases that
exceeded the 10-working-day requirement were from the 2001 LEAP season
when many counties experienced difficulties due to a sgnificant increase in
gpplications. In emergency cases, Department rules require counties to process
gpplications within 10 working days and contact the utility vendor assoon asthey
receive an gpplication to prevent service from being discontinued. During our file
review we were able to evaluate the number of days it took to process the
emergency gpplications. The files, however, did not usudly contain sufficient
documentation to show when the utility vendor was contacted.

e 38 of 274 (14 percent) standard cases reviewed exceeded the 50-day
requirement by 1to 66 days. A mgority of the casesthat exceeded the 50-day
requirement were from the 2001 L EA P seasonwhen many counties experienced
difficulties due to a significant increase in applications. For the other years, most
caseswere processed within the 50 days. Consequently, we question whether 50
days is too long and whether counties should be required to process standard
LEAP gpplications within a shorter time frame. We surveyed other dates
programs to determine their time requirements for processing standard LEAP
goplications in order to compare them with Colorado’ s requirements. We found
that a mgority of the states surveyed have a 30-day time requirement for
processing standard applications. In fact, Colorado’s 50-day requirement isthe
longest of the states surveyed that have established time requirements.

Recommendation No. 2:

The Department of Human Services should improve the timeliness of the Low-Income
Energy Assistance Program gpplication process by:

a. Implementing a time requirement for counties related to the amount of time
counties have to provide Crisis Intervention Program services.
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b. Continuing to emphasize to county personnel at trainings the importance of
documenting al actions taken on a case.

c. Evaduating the 50-day time requirement for processing standard applications and
taking steps to reduce the number of days.

Department of Human Services Response:

a. Patidly agree. Department rule 3.756.20 requires LEAP to provide “some

b.

form of assstance’ within 48 hours, and within 18 hours for life-threatening
gtuations, which the program is meeting. Such assistance is for stopgap
measuresto dleviate theimmediate crigs. Itisimpracticd to set atime limit
for the provision of a permanent remedy, e.g., anew furnace, as the program
cannot control the time it takes contractors to obtain parts and equipment.

Auditor’s Addendum: As noted in the discussion, we found that it was
often difficult to determine when serviceswere actually provided dueto
a lack of documentation. This includes both stopgap measures and
permanent remedies. Althoughthe Department and the countiesmay not
be able to control the exact date permanent services are provided, itis
still important that both make a concerted effort to ensure services are
provided as quickly as possible.

Agree. LEAP trainers currently stress the need to collect or cite supporting
documentation. Such documentationmay belocated inthe LEAP casefileor
cited on the Report of Contact (ROC) screen in the LEAP Management
Informetion System as being located in another program case file, such as
Food Stamps, TANF, or Adult Categories.

Patidly agree. The auditors comparison to other gates time limits may be
inappropriate, as programs are often dissmilar from one state to another.
Nevertheess, the Department will evauate the 50-day celling to determine if
shortening it will jeopardize the program’s ability meet any new limit while
continuing to place apriority on addressng emergency cases. LEAP must first
process gpplicants facing service discontinuance or heating system
emergencies, while ensuring non-emergency agpplicants are processed and
receive bendfitsin atimely manner.
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Ensure Timely Appeals Process

Department rules sate that LEAP gpplicants have the right to gpped county decisonsin
the following Stuations

» Thegpplication has been denied.

» The applicant disagrees with the benefit caculation.

» Thegpplicant’ s digibility has been terminated.

» The gpplication has not been acted upon within the appropriate time period.

According to the rules, gpplicants have 20 days from the notice date to request a county
evidentiary hearing on a denid or one of the other decisions described above. If the
gpplicant is not satisfied with the hearing decison or if the gpplicant choosesto bypassthe
county hearing process, the gpplicant can gpped the county decision to the State Division
of Adminigrative Hearings where it will be heard by an adminidrative law judge. The
adminidrative law judge then has 20 days from the date of the hearing to issue adecison.
The Department’s Office of Appeds reviews dl adminigrative law judge decisons and
then issues afind agency decison. Overdl, the Department must issue its final agency
decisonwithin 90 daysfrom the date of the request for ahearing before the adminigrative
law judge. An applicant who disagrees with the final agency decision has 30 days to
apped the decison to the digtrict court.

Thetimdiness of the gpped s processisimportant for severa reasons. For example, there
may be hedlth and safety issuesin CIP cases when a county erroneoudy determines that
the gpplicant isnot digiblefor benefits. In basic LEAP cases, an applicant’ s heat may be
shutoff if a county incorrectly caculates digibility or the benefit amount and the appeds
process takes too long to resolve.

Although few LEAP cases are gppeded to the Divison of Administrative Hearings, we
found that timeliness was an issue for those cases that were appealed. We reviewed the
LEAP gpped s process and found that most final agency decisonsare not issued within the
90-day time requirement. Specificaly, we found:

* InFiscd Year 2001, 13 out of 17 final agency decisionswere not issued within 90
days from the date of gpplication for hearing. The average number of days from
gpplication for hearing to final agency decison was 123 days.

* InFiscd Year 2000, 24 out of 28 final agency decisionswerenot issued within 90
days from the date of gpplication for hearing. The average number of days from
gpplication for hearing to final agency decison was 176 days.



Report of The Colorado State Auditor 19

We found that the longest part of the apped s process occurs from the time the Division of
Adminigrative Hearings receives a hearing gpplication and the date of the hearing. In
Fisca Year 2001 the average number of days from application to hearing was 89 days.
This compares with an average of 121 daysin Fisca Year 2000. Although there are no
time guiddines for the Divison of Adminidrative Hearings to follow when setting LEAP
hearing dates, the Department must meet its 90-day requirement for issuing afina agency
decison. The Department’s ability to meet this time frame, however, is contingent upon
the time the Division of Adminigtrative Hearings takes to hear acase. Therefore, it is
important that the Department enter into a service-level agreement with the Division of
Adminidrative Hearingsto establishtimeframesfor LEAP casesthat alow the Department
to issueitsfind agency decisonswithin 90 days.

Recommendation No. 3:

The Department of Human Services should work with the Divison of Adminidrative
Hearingstoimprovetheefficiency of the Low-IncomeEnergy Ass stance Program appeds
process by entering into a service-level agreement with the Divison to establish time
guiddines for the various steps in the gppedls process.

Department of Human Services Response:

Agree. The Department will jointly develop and enter into a service-leve
agreement with the Divison of Adminidrative Hearings, specifying gopeds time
requirements. It should be noted that in 2000-2001 there were over 90,000
LEAP applicationsand only 17 gppeals. All these gppeals were decided in favor

of the agency.
Division of Administrative Hearings Response:

Agree. The Divison of Adminigrative Hearings ("DOAH") is committed to
assiging the Department of Human Services ("DHS') in its efforts to meet its
regulatory deadlines. DOAH will work with DHSto improve the efficiency of the
Low-Income Energy Assistance Program appeals process by entering into a
service-level agreement that reflects appropriate guiddines for processing cases
within the regulatory time period. DOAH has dready taken steps, within existing
resources, to increase efficiencies in docketing al DHS and HCPF cases by
adding additiona hearings to each docket day and by adding additiona docket
days each month.
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Streamline Application Forms

The Department currently hastwo application forms: the standard application form and the
short gpplication form. A mgority of gpplicants receive the sandard gpplication form,
whichisfour pageslong and requiresinformation such asthe names of household members
and employers, household income, living arrangements, rent or mortgage amounts, heeting
sources, and how the applicant heard about LEAP. Applicants must complete the
gpplication and provide al necessary supporting documentation. The short gpplication
form is sent only to individuas who received L EAP ass stance the previous year and who
aso receive Old Age Pension benefits. Thisgroup was salected to receivethe short form
because they usudly have afixed income and ther living arangements are usudly steble.
The short form is one page and the gpplicant’ sinformetion has dready beenfilled in by the
Depatment. The gpplicant must review the information for accuracy and report any
changes, as well as provide documentation to support the changes if appropriate.

Once an gpplication has been processed, counties send digibility notices to applicants to
let them know if they have been approved or denied for benefits. If gpproved, the notice
includes the benefit amount and date payment(s) will be made. 1f an applicant is denied,
the notice includes a reason for the denia and areferrd to the Heet Help Lineto call for
dternative sources of assstance. All digibility notices are printed in English but include a
sentence in Spanish to cal the Department of Human Services if the gpplicant cannot
understand the information on the notice.

After reviewing the LEAP gpplication, weidentified saverd areaswhereimprovementsare
needed. Specificdly, we found the following:

e The Department should determine if additional LEAP recipients can
receive the short applicationform. Many repeet LEAP recipients, such asthe
elderly and disabled, havefixed incomesand their Stuations changelittle from year
toyear. Mogt of these househol ds, however, must completeastandard application
formand submit the necessary documentation each LEAP season. Werecognize
that LEAP is not an entitlement program and that applicants need to apply to
recalve benefits and document any changes in income or living arrangements.
Even 0, increasing the number of individuas who receive the short form would
greamline the application process for both the counties and the individuals who
continualy are eigible to receive LEAP benefits.

* The Department should consider including mor einformation in Spanish on
the eligibility notices. The Department reports it digtributes thousands of
Spanish gpplications each year. As mentioned previoudy, digibility notices
currently include a provison in Spanish that ingtructs gpplicants to cdl the county
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socid sarvices officeif they do not understand the notice. This makesthe process
cumbersome for Spanish-speaking gpplicants. After reviewing thedigibility notice
form, we believe there is enough space to print at least the basic digibility
information in Spanish. This would make it easier for gpplicants as well as
potentiadly reduce the number of phone calls made to the counties.

The Department should emphasize energy conservation to LEAP
applicants. Federd statutes dlow statesto use up to 5 percent of their federa
L EAP-rel ated allocationto provideservicesthat encourageand enablehousehol ds
to reduce their home energy needs and, as a result, reduce their need for energy
assistance. According to the Department, it has never used LEAP funds for this
purpose because it dready gives 15 percent of its federd block grant to the
Energy Saving Partners (ESP) Program for that purpose. Because al LEAP
recipients must agree to have their homes weatherized through the ESP Program,
they will recalve energy conservation informetion & thet time. As we discussin
Chapter 4, however, two of the ESP weatherization agencies have extensive
waiting ligs for services. This means that it could be quite a while before some
LEAP recipients receive energy conservation informetion from the ESP Program.
In addition, households that do not qualify for LEAP assstance will probably not
qudify for ESP weatherization services, because it has dricter income
requirements. By emphasizing the importance of energy conservetion, the
Department may be able to reduce the dollar amount needed for cash assistance.

Recommendation No. 4:

The Department of Human Services should improve the effectiveness and efficiency of the
Low-Income Energy Assistance Program application process by:

a

Periodicdly assessing if there are additiond populations who would qualify to
receive the short gpplication form.

Assessing the digihility notice to determine if additiond information on the notice
can be included in Spanish.

Continuing to evauate dternatives for providing energy conservation information
to LEAP applicants.
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Department of Human Services Response:

a. Agree. The Department empanded atask force in 2000 to study thisissue.
The pand concluded that the only group whose addressesand incomesremain
dable enough to employ a short gpplication for are Old Age Penson
recipients. The Department has re-evaluated use of the short gpplication
every year since, and will continue to do so.

b. Agree. The LEAP Notice to Client has been re-drafted in Spanish and

English. The Department will begin using the new notices at the sart of the
2002-03 hesating season.

c. Agree. The Governor’'sOffice of Energy Management and Conservation, the
Colorado Energy A ssistlance Foundation, utility companies, and other agencies
currently provide this information. The Department will continue to explore
options to expand access to conservation materias.
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Oversight
Chapter 2

Background

Asmentioned previoudy, LEAP is a Sate-supervised and county-administered federdly
funded program. As such, county socia services offices process applications, determine
digibility, and notify applicantsof their digibility statusand benefit awards. During theaudit
we vigted ten countiesaround the State to determine how each county actudly administers
LEAP a the locd levd.

The Department of Human Servicesis responsible for providing the necessary directives
and oversight for the management of the program at the dtate level. One of the
Department’s oversight roles is to monitor county performance to ensure that sate and
federal requirements are met and cases are handled properly. Inaddition, the Department
is responsible for monitoring dl program funding. Specificaly, the Department alocates
al funding and processes benefit payments made to LEAP recipients.

| mprove Tracking of Administrative and
Outreach Expenditures

Each year, the Department alocates a portion of LEAP funding for adminigirative
expenses. These funds are intended to cover the actua cost of operating LEAP.
Adminidrative expenses include items such as sdaries, facility costs, and postage for
disseminating digibility notices. Federd statutes limit the amount of funds a sate may use
for planning and administering LEAP to 10 percent of the State' stotd federd alocation.
In Fiscal Year 2001 the Department could have used up to about $4 million for
adminidraive costs a both the state and county levels. The Department reports that in
Fiscd Y ear 2001 the State and the counties spent atotal of $2.6 million, or 6 percent of
the federd dlocation, to administer LEAP.

The Department also sets asde funding for outreach activities. Outreach funds are
alocated from the basic LEAP benefit pool. Therearenofederd limitationson the amount
a state can spend on LEAP outreach, but limiting these expenses is important because
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funding comes from the dollars allocated for benefits. In Fisca Year 2001 the State and
the counties spent dmost $624,000 on outreach. Outreach activities include sending out
aoplications to prior LEAP recipients and individuas receiving public assstance,
digtributing postersand handouts, and placing advertisementsin newspapers. Thepurpose
of these activitiesis to inform potentialy digible individuals about LEAP and the bendfits
that are available.

County adminigtrative and outreach dlocations are determined on the basis of caseload.
That is, the previous year’ s casal oad isused to determinewhat proportion of the funds set
asidethenext year for loca-level adminigtrative and outreach costs the next year acounty
will receive. For example, if acounty’s Fiscal Y ear 2000 casel oad represented 5 percent
of the total state caseload, that county would have received 5 percent of the total funding
dlocated for county adminigtrative costs and 5 percent of the total funding alocated for
county outreach costsin Fiscal Y ear 2001.

During our audit we reviewed the Department’s method for tracking adminigtrative and
outreach expenditures and found there are inadequate controls in place to ensure the
Depatment is complying with the federd 10 percent limitation on administrative
expenditures. For example, dthough the Department reported that its administrative
expenditures for Fiscal Y ear 2001 represented only 6 percent of itsfederal dlocation, the
problems with timekeeping and accounting practices discussed below made it impossble
for us to determine if this figure was accurate. Further, dthough expenditures may be
reviewed by the Department’ sinternd audit unit and through other state-level monitoring
processes, none of these monitoring approaches are frequent or thorough enough to
providethenecessary assurancethat countiesaregppropriately charging administrativeand
outreach expenses. County LEAP offices are required to document and report all
adminigrative and outreach expenditures in the Depatment’'s County Financia
Management System. This system tracks county expenditures for al human services
programs and alows counties to specificdly code LEAP expenditures as ether an
adminigraive or outreach expense. We found severa problems with how counties
currently track LEAP expenditures. Specificaly:

* Some counties do not use any of their LEAP administrative or outreach
allocations. In Federa Fisca Year 2001 we found that seven counties did not
charge anything to the LEAP adminigtrative cost code, even though they had
LEAP casdoads ranging from 24 to 204 cases. (See Appendix for listing of
casel oads and adminigtrative and outreach expendituresfor al counties.) Although
county staff obvioudy spent time processing these cases, none of this time was
charged to LEAP, reaulting in an understatement of adminidtrative costs. In
addition, in Federa Fiscal Year 2001 there were 16 countiesthat did not charge
any expenditures to the LEAP outreach code. Counties are allocated outreach
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funds and are required to conduct outreach in their communities. These counties
ether did not conduct any outreach during thistime period or did not appropriately
charge LEAP for their expenditures.

» Some countiesdonot useoneof theDepartment’ sappr oved timer eporting
methods to document the time staff spend managing and processing their
L EAP caseloads. During our review we found that three of the ten countieswe
visited did not use one of the Department’ s gpproved time reporting methods to
account for the staff time spent on LEAP. Department policy requires countiesto
document the amount of time staff spend on a particular program by using direct
time reporting, 100 percent time reporting, or random moment sampling (RMS).
Direct time reporting is used when staff spend al of their time on LEAP.
Generdly, direct time reporting is used by larger counties that have LEAP-only
gaff. Wedid not find any problemsinthisarea. 1n many smal- and medium-sized
counties, however, staff may work on severa programs at once because LEAP
caseloads are not sufficient to warrant afull-time employee. When gtaff solit their
time between multiple programs, they must use 100 percent time reporting or
RMS to determine how much time should be charged to a particular program.
With 100 percent time reporting, staff must track the time they spent on a
program, using 15-minute increments.  This information is then used to dlocate
personal services coststo the appropriate program. With RM S, staff are selected
at random and asked on what program they are working. Softwareis then used
to project the average time spent on each program for each staff member and to
dlocate expenses. Four of thesmaller countieswe visited have staff who work on
multiple programs at onetime. Three of these counties, however, do not use 100
percent time reporting or RMS. Thesethree counties aso have not been charging
LEAP for any of the time that staff spend on this program. We were unable to
determine how the counties accounted for their time or if the time was
ingppropriately charged to other programs. If Saff timeisbeing spent on LEAP
and the codts associated with this time are not properly alocated to LEAP,
adminigrative costs will be understated.

» Theamount that countiesspent of their LEAP administrativeand outreach
allocations varied significantly. In Federa Fisca Year 2001, 46 counties
underspent their $1.9 million adminigtrative dlocations by amost $610,000 (33
percent), and 27 counties underspent their $269,000 outreach alocations by
dmogt $132,000 (49 percent). Conversdly, 15 counties over-spent their
$227,000 administrative dlocations by atota of about $88,000 (39 percent), and
11 counties overspent their $60,000 outreach alocations by a total of about
$57,000 (95 percent).
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During our review we found that it is difficult to determine the reasons for the
expenditure variances. According to the Department, most over- and under-
expenditures are due to coding errors by the counties. That is, counties code
expenses as adminigrative when they should be coded as outreach or vice versa,
even though the Department provides training to county staff on the appropriate
coding of LEAP expenditures. In addition, athough the Department requests an
explanation when it identifies overexpenditures, it does not require that counties
provide documentation to explain why the error occurred. We aso found that
athough the Department has provided countieswith a list of approved outreach
expenditures, it has not provided them with a ligt of approved adminigtrative
expenditures. These lisgts would assst counties in determining how expenses
should be coded and could reduce the number of coding errors that occur.
Further, if the overexpenditures are not the result of coding errors, then the
Department’s policy is to recover the excess by deducting that amount from the
county’s appropriation the following year. The Department, however, has
enforced this policy only once in the past three years.

Although we recognize that some of the underexpenditures may be dueto county
efficency, others may be due to problems with the Department’s alocation
methodology. As mentioned previoudy, the Department alocates adminigrative
and outreach funds on the basis of casdoad. Because such a large number of
counties are not spending the amount alocated, caseload may not be the most
appropriate bass for determining county alocations.

Recommendation No. 5:

The Department of Human Services should improvethe accuracy of county administretive
and outreach expenditure reporting for the Low-Income Energy Assistance Program by:

a

Ensuring counties use one of the gpproved methods for reporting the time staff
spend managing and processing LEAP cases.

Deveoping and disseminating specific guideines on the appropriate uses of
adminigrative funds.

Continuing to emphasize to county program and fisca staff the importance of
appropriately coding LEAP adminigtrative and outreach expenditures.

Requiring countiesto fully document reasonsfor overexpending adminigtrativeand
outreach dlocations and/or recovering county administrative and outreach
overexpenditures each year.

Reassessing its methodology for dlocating funds.
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Department of Human Services Response:

a

Agree. The Department issued an Agency Letter in 2002 ingtructing county
human services departments to use one of the approved methods for
personnd time tracking.

Agree. The Department will develop these guiddinesand train county staff on
their gpplication a LEAP training. The Department will aso issue these
guiddinesto each county human services department through the agency letter
process.

Agree. The Department will continue providing this indruction as part of its
ongoing training of county business office gaff.

Agree. The Department currently requires counties to document the reasons
for adminigtrative and outreach over-expenditures, and will continueto do so.
Depatment staff dso notifies counties why over-expenditures are being
recovered.

Agree. The Department recently convened a state/county task force, which
recommended that the outreach alocation methodology be modified. Aspart
of this the Department will implement an Outreach Incentive Program
beginning this winter.

| mprove Program Oversight

As mentioned previoudy, the Department is reponsible for monitoring LEAP to ensure
that the program is administered in accordance with state and federd requirements. This
includes monitoring county LEAP offices to ensure cases are processed properly and
monitoring utility vendorsto ensure LEAP benefitsare gpplied to the appropriate accounts.
During our review we identified severd issues related to the Department’s current
monitoring process. Specificdly, we found:

Many counties have not been reviewed for a significant period of time.
Spedificaly, 8 counties have not been monitored since 1989 and 34 counties have
not been monitored since 1996. In addition, we found that the Department’s
current process does not alow for timely follow-up with countieswhen errors are
found. As mentioned in Chapter 1, in the nine recent county monitoring reports
that we reviewed, the Department reported errors in 69 of 160 cases. Errors
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included incorrect income caculations, ingppropriate digibility determinations,
untimey application processng, and inadequate supporting documentation.
According to the Department, countiesare required to prepare acorrective action
plan that addresses the errors. During our review, however, we found that many
counties did not submit a corrective action plan until months after the monitoring
vigt. Even when counties did submit acorrective action plan, the Department did
not follow up with the counties in a timely manner to ensure the gppropriate
corrective actions were taken.

» Paymentsto utility vendorsarenot monitored to ensurethey are applied
totheappropriatecustomer accounts. The agreements between the State and
utility vendors contain a provision that alows the Department to monitor client
benefit payments. The Department has not monitored these paymentsin the past
but has ingtead relied on clients to notify the Department if the correct benefit
amount is not credited to their account. Monitoring would help ensure that
individuds receive credit for the full LEAP benefit amount for which they are
digible

Department rulesrequire sate L EAP staff to devel op amonitoring plan that should include
provisonsfor programmetic and local reviewsand methodsfor ensuring corrective actions
are taken in atimely manner. We found that the Department has not developed aforma
monitoring plan or schedule for reviewing county LEAP offices. According to the
Department, because it has a limited number of gaff and limited time to devote to
monitoring, it has focused its efforts on larger counties because these counties process a
maority of the State's LEAP cases and because these counties often have high staff
turnover. Staff have aso dated that they visit counties that have asked for technica
assi stance or seemto beexperiencing difficulties. Thisagpproach resultsin many small- and
medium-sized counties not receiving the proper oversight by the Department.

Inaddition, at each county visited, the Department interviews county staff and reviews 20
casefilesto determineif digibility and benefit amountswere cal culated correctly and to see
if the files contain sufficient supporting documentation. We believe that the Department
may need to set guiddines to expand the number of files it reviews at counties when a
sgnificant number of errors are identified. For example, the Department may decide that
if 20 percent or more of the files reviewed contain errors, a larger sample should be
selected so that the root cause of the errors can be determined. We found that for eight
of the nine county monitoring reports we reviewed, the Department found errors in 20
percent or more of the casescontained initssample. Further, the Department found errors
in 50 percent or more of the cases reviewed ét five of the nine counties. These results
indicate that more oversight is needed to ensure digibility and benefits are caculated
correctly.
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In addition to the monitoring conducted by state LEAP dtaff, the Field Audits Section
withinthe Department conductscounty financial complianceauditsfor county-administered
socia servicesprograms. Although theseauditsare not necessarily program specific, Field
Audits gtaff have stated that they will monitor areas of concern identified by program staff.
Currently, however, LEAP gaff do not regularly inform the Field Audits Section of the
counties they have monitored or of problem areas identified during their review. Without
this information, Field Audits staff will not know to focus on LEAP while performing their
financid compliance reviews at specific counties where problems have been found. State
LEAP gaff could maximizetheir monitoring coverage by maintaining better communication
with the Field Audits Section.

Recommendation No. 6:

The Department of Human Services should improve its oversght of the Low-Income
Energy Assstance Program by:

a. Devdoping aplanfor monitoring county LEAP officeswhich esablishesareview
cyde that ensures every county gets audited on aregular bass and that tailorsfile
reviews to consider factors such as casdoad size, previous problems noted, and
any other rdevant factors.

b. Enforang the requirement that counties prepare acorrective action planin atimely
manner to address any problems discovered by Department staff during their
review and following up on these plansin atimely manner to ensure problemshave
been remedied.

c. Peiodicdly monitoring a sample of benefit payments made directly to utility
vendors to ensure funds are credited to the gppropriate LEAP client accounts.

d. Maintaining better communication with the Fied Audits Section regarding the
counties that have been monitored and any areas of concern identified.

Department of Human Services Response:

a. Agree. Although there arenofederd statutory or regulatory requirementsfor
monitoring, the Department currently maintains a schedule, which places a
priority on monitoring counties with the largest casdoads. LEAP gaff aso
place a priority on monitoring counties with discernable issues and those that
request state assistance. LEAP will continue in this manner, prepare a five-
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year monitoring plan, and do everything it can to review al counties
periodicdly. Staff will continueto tailor reviews according to the above noted
factors.

b. Agree. The Department currently enforces this requirement, will continue to
do s0, and will follow up to ensure compliance.

c. Disagree. LEAPpresently makespaymentselectronically to utility companies,
which then eectronicaly credit them to customer accounts. There is little
roomfor misapplication of these payments. Inaddition, clientsreceive notices
advisng them of ther benefit amounts, when the payment will be made, and
to whom. The Department, through its Fidd Audits Divison, investigates, as
requested by clients or counties, the rare complaints againgt utility vendors.
This has worked very effectively.

Auditor’s Addendum: Periodically verifying that LEAP payments are
credited to the appropriate account is a basic control that should bein
place to ensure public dollars are being used appropriately.

d. Agree. LEAP hasmaintained excdlent communication and astrong working
relaionship with Fidd Audits over the years and will continue to share
information with them including results of monitoring reviews and areas of
concern.

| mprove Communication With Utility
Providers

The Department has entered into vendor agreementswith 153 utility providersaround the
State. In generd, by entering into an agreement with the Department, a utility provider
agreesto continue servicesfor a least 60 days after it has been notified by the county that
ahousehold has been approved for basic LEAP benefits. Therearetwo exceptionstothis
requirement. Frg, if ahousehold isin apending shutoff Stuation and the LEAP benefit is
less than 25 percent of the household's arrearage, or second, if the household isin a
shutoff Stuation and the benefit is less that 50 percent of the household' s arrearage, the
provider has the discretion to refuse the benefit payment and is not required to continue
savice. The terms of the vendor agreement dso apply to emergency Stuations.
Spedificdly, if avendor isnatified by the county LEAP office that a household has applied
for basic LEAP bendfits, the vendor agrees not to terminate services for ten working days
after it has been notified that the application was received or until the vendor isnotified of
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the household's digibility determination. This alows the county to determine digibility
before the shutoff occurs. Utility providers are willing to enter into these agreements
because they are assured payments for LEAP-digible households where none might be
forthcoming otherwise.

Ovedl, it gppearsthat the Department has agood rel ationship with itsvendors. During the
audit, however, wereviewed the Department’ sprocessfor notifying utility providerswhen
households either apply for or are approved for LEAP benefits and found that
improvements are needed. Currently the Department sends weekly and monthly
natifications to al utility providers of the households that are digible for LEAP and the
amounts that should be credited to their accounts. The five largest utility providers are
notified eectronicdly by the State. For the smaller utility providers, the Department sends
an dectronic notification to the counties and the counties must then mail or fax this
informationto thevendorsintheir servicearea. According to some of the smdler vendors,
many counties do not convey thisinformationin atimely manner. This can be aproblem
because the 60-day minimum service period beginsas soon asthe utility provider isinitialy
notified that a household has been approved for LEAP benefits.

Instead of relying on the counties to forward the digibility ligts to utility providers, the
Department should dectronicaly notify the smaler vendors, when possible, just asit does
the five large vendors.  Electronic natification would help ensure that utility providers
receive timey natification of when to begin the 60-day minimum service period and,
therefore, avoid service interruptions to eligible LEAP gpplicants.

Recommendation No. 7:

The Depatment of Human Services should improve its communication with utility
providershby eectronicaly notifying them, when possble, of the householdsthet aredigible
for the Low-Income Energy Assistance Program and the benefit amounts that will be
awarded.

Department of Human Services Response:

Agree. Asthe audit report noted, the Department maintains excellent relations
with utility vendors as evidenced by recent surveys. LEAP s currently providing
electronic notification to the Stat€ sfivelargest vendors (accounting for 86 percent
of dl payments in 2001-02) and is developing the methodology to transmit
“projected payments’ eectronicaly to other utility vendors capable of receiving
them.
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Monitor Crisis|ntervention Program
Funds

As mentioned previoudy, the purpose of the Criss Intervention Program (CIP) is to
provideass stancetolow-incomeindividua swho are experiencing ahome heating- rel ated
crigs. According to Department rules, ahome hegting-rel ated crisisincludesthefollowing:

* Heding sysemfalure

*  Window breakage.

*  Emergency show removd.

* Emergency clothing, blankets, shelter, and/or dternative fud provison.

» Energy cogsto operate alife support system.

* Any other crises related to home hegating costs, other than the payment of
utility/fud bills.

LEAP households are dligible to receive up to $1,200 in CIP services each year. When
a county LEAP office receives a CIP application, the county technician will process the
goplication and then contact either a private vendor or the Energy Saving Partners (ESP)
westherization agency in the area about the emergency. The vendor or weatherization
agency will then go out to the home and determine what repairs are needed and the
estimated cost of therepairs. Because of the emergency nature of the Situation, the vendor
or westherization agency will usudly cdl the county LEAP technician to receive verba
approvad for the repair. Once the services are provided, the private vendor or
wegtherization agency billsthe county LEAP officefor materiasand labor. InFiscd Year
2001 about 1,900 LEAP households received CIP services.

During the audit we interviewed county staff and reviewed case files to determine what
steps are taken to ensure appropriate CIP services are provided. We found that staff at
only two of theten countieswe visited follow up with CIP clientsto ensure that the priveate
vendor or wesatherization agency provided the appropriate services. Instead, staff report
that they rely on CIP dlients to cal and complain if their heating problem is not fixed.
Currently neither the Department nor the counties are required to conduct any type of
folow-up on CIP cases to ensure repairs were completed and funds were used
appropriately. A follow-up phone cal by county staff to the CIP recipient would provide
some assurance that the work was actualy completed. In addition, we observed during
our file review that most vendors and westherization agencies provide a very limited
description of the services provided and materias used for the repair on the invoices
submitted to the county LEAP offices. A moredetalled invoicewould provide county staff
a written record of the work completed and the materials used and make the vendor or
westherization agency more accountable for the repairs.
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In addition to the actions described above, requiring clients to sgn a form indicating that
work has been completed for CIP cases is another step the Department could take to
ensurethat CIPfundsare used appropriately. Wefound that the ESP Program aready has
a gmilar requirement in place for homes recaving weatherization services The
Department could requirethat clients sign the detailed invoice described aboveto indicate
that the gppropriate serviceswere provided. Inaddition, contingent on funding availahility,
the Department could contract with independent private vendors around the State to
ingpect asample of homeswhere CIP repairswere madeto verify that thework described
in the invoice was actualy completed. Although none of these steps aone will ensurethat
CIP funds are used appropriately, al of them used in conjunction will provide more
assurance than is currently obtained.

Recommendation No. 8:

The Department of Human Services should improveitsoversight of the CrissIntervention
Program by:

a.  Requedting that county L EAP officesrandomly follow up with individualsreceiving
CIP services to ensure that the appropriate services were provided.

b. Requiring private vendors and wesatherization agenciesto submit detailed invoices
to county LEAP offices that clearly describe the CIP services provided and
materids used and that contain aclient signatureindicating the gppropriate services
were provided.

c. Peniodicdly contracting with independent private vendors to inspect a sample of
the homes where CIP repairs were made to verify that the work described in the
invoice was actudly completed.

Department of Human Services Response:

a. Disagree.  LEAP will require contractors to obtain recipient sgnatures
afirming that the CIP work was completed and to submit detailed invoices
(see “b” below). This should be adequate to ensure the services were
provided. Also, werely on customer complaintsto dert usif thework isnot
satisfactory. Whileclientsrarely complain about the services provided, LEAP
daff address their issues when they do. Of approximately 1,900 CIP
recipients in 2001-02, LEAP received very few complaints.
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b. Agree. Ruleshave been drafted and will be presented to the Colorado Board
of Human Servicesin August 2002, which, if passed, will require countiesto
obtain detailed invoices and client sgnatures for al CIP jobs.

c. Disgree. As noted above in 8a, the Department receives very few
complaintsabout the quaity of CIPwork. New requirements (see 8b. above)
that recipientssign statements affirming thework was satisfactorily completed,
and that contractors submit detailed invoices, should be sufficient verification
for the vast mgority of CIP jobs. The Department will refer any subsequent
dient complaints to Field Audits if counties or program staff cannot resolve
them. Hiring private vendors for inspections is not necessary.

Auditor’s Addendum: Approximately $1 million is spent each year to
provide CIP services. It isthe Department’s responsibility to establish
the controls necessary to ensure these funds are spent appropriately.
Randomly following up with CIP recipientsto verify that the appropriate
services wer e provided would not be a very time consuming process, yet
it would provide additional assurance that public funds are being used
for their intended purpose. In addition, many of the CIP repairs are
complicated and technical in nature. Having an expert inspect some CIP
repairswould providean additional control over the expenditureof these
funds.

Maximize Funding for CrisisIntervention
Program Services

The Department uses funding from the basic LEAP benfit pool to provide CIP services
such asthereplacement or repair of furnacesand windows. That is, for every dollar spent
on ClPsarvices, thereisonelessdollar availablefor basic LEAP benefits. During the audit
we found there might be additiond sources of funding available for CIP, thus freeing up
money for basc LEAP bendfits. Specificaly:

» The Department could require counties to make a documented effort to
obtain contributions from landlords for CIP recipients who live in rental
properties. In Fiscd Year 2001, 642 of the 1,900 households (33 percent)
receiving CIP serviceswereliving in rentd properties. Colorado’ sESP Program
requires landlords to pay a minimum of 50 percent of the costs associated with
furnace replacements in rental properties because they are considered to be a
property enhancement. We are aware of at least Sx other states that solicit
meatching or partial contributions from landlords to help pay for weetherization
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sarvices. Currently the Department encourages, but does not require, countiesto
seek landlord contributions.

* The Department could require counties to make a documented effort to
obtain contributionsfrom local housing authoritiesfor CIP recipientswho
live in subsidized housing. InFisca Year 2001, 73 of the 1,900 CIP recipients
(4 percent) lived in a subsidized housing unit. The ESP Program requires that
housing authorities pay 100 percent of the costs of furnace replacementsin public
subsdized housing units. We found one other state that solicits housing authority
contributions for weatherization services provided to subsidized properties.
Currently the Department encourages, but does not require, counties to seek
housing authority contributions.

Although we recogni ze that the Department cannot require alandlord or housing authority
contribution as a condition of providing CIP services, it can make a more concentrated
effort to solicit contributions. These contributions would free up additional resources for
basc LEAP benefits. For example, in Fisca Year 2001 the Department could have
collected more than $429,000 if it had obtained a $600 contribution (i.e., 50 percent of
the maximum CI P benefit) from landlords for each of the 642 rental homesreceiving CIP
servicesand fromtheloca housing authoritiesfor each of the 73 subsidized housing homes
receiving CIP services. This$429,000 would have been availablefor additiona CIP and
basic LEAP benefits. In addition, the Department could have reported this amount as
additional fundsraised and received more federd leveraging funds asaresult. The federa
Low-Income Home Energy Assistance Program offers sates additiona leveraging funds
as an incentive for raising their own supplementa funds for the program.

Recommendation No. 9:

The Department of Human Services should pursue dternatives through pilot programs or
studies, to increase the amount of funding available for the Crigs Intervention Program by
requiring countiesto seek alandlord or housing authority contribution for CIPrepairsmade
to rental or subsidized housing properties.

Department of Human Services Response:

Agree. The Department will conduct a study to evauate the feasibility, potentia
bendfits, and recipient ramifications of such apolicy. Inaddition, the research will
examine such issues as  the potentia for ddays in digibility processing and the
provison of necessary repairs, contribution estimates, administrative processing
costs, and potential negative actions againgt clients such as evictions or rent
increases.
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Outreach
Chapter 3

Background

The Department of Human Services and the county LEAP offices are responsble for
conducting outreachfor LEAP. According to federa requirements, the Department must
conduct outreach activities that are designed to ensure that al digible households,
epecidly the ederly and disabled, and households with high energy burdens, are made
aware of the LEAP assgtance available to them. In addition, Department guiddines
require that county LEAP offices conduct outreach that focuses on potentialy eigible
individuas, with specia emphasis on the most vulnerable (e.g., the elderly, disabled,
homebound, and non-English-speaking populations). Colorado outreach activitiesinclude:

» Massmailings of gpplications and informationa materid.

* Mediacampagnsincluding televison, radio, and newspaper ads.

* Informationd insartsin heating bills.

» Pogers, billboards, and bus bench ads.

» Didributionof information and viststo community centers, schools, churches, and
other loca organizations.

* Promotion of LEAP via other agencies and organizations, such as through the
Property Tax Credit gpplication, the Energy Saving Partners (ESP) weatherization
gpplication, and in Colorado Energy Assstance Foundation (CEAF) literature.

*  Word of mouth in county socid services offices.

Reassess Allocation of Outreach Funds

Outreach funds are alocated from the basic LEAP benefit pool and there are no federa
or state redtrictions on the amount of funds that can be used for outreach. For the past
three years, the Department has dlocated a total of $600,000 for state and county
outreach. Of this amount, $100,000 has been set aside for state outreach and $500,000
for county outreach. According to the Department, it decided to use the $600,000 figure
because it ssemsfar and reasonable and does not extend too much into the basic benefit
pool. We found, however, that the Department has not assessed the continuing
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appropriateness of either the $600,000 total outreach amount or the current funding split
between the counties and the State.

According to the Department, it allocates $500,000 each year to the counties because they
conduct amgjority of the State’ s outreach activities. Thisthen leaves $100,000 for State-
level outreach. As the following table shows, however, the amount spent by the counties,
by the State, and for outreach asawhole has varied sgnificantly over the past three years.
In Federal Fiscd Years 1999 and 2000 atotd of about $500,000 was spent—$100,000
less than the amount budgeted. In Federal Fisca Year 2001, however, more than
$600,000 was spent on outreach, with the Stat€' s share representing amost three times
itsorigina alocation. Ontheother hand, county outreach expenditures have been steadily
decreasing.

L EAP Outreach Expenditures
Federal Fiscal Years 1999 Through 2001

Actual Expenditures
Amount
Source Allocated 1999 2000 2001
State $100,000 $54,500 $82,600 $261,000*
Counties $500,000 $453,700 $413,600 $362,800
TOTAL $600,000 $508,200 $496,200 $623,800

Sour ce: Office of the State Auditor’s analysis of Department of Human Services data.
* This amount includes $50.000 from X cel Eneray.

The fluctuations in these expenditures are one reason that the Department needs to
reassess the amount it alocates to outreach overdl and, more specificdly, the amount it
sets aside for the state and county portions.

Although the amount of outreach funds spent at both the state and county levelsand for the
State as awhole has changed significantly during the past three years, the Department has
not used outreach dtatistics data to reassess its alocation methodology. Currently the
Department collects source gatigtics on the LEAP application to identify how applicants
heard about LEAP. The purpose of collecting thisinformation isto assst the Department
and the countiesin determining which forms of outreach are the most successful, and thus,
whereto focus outreach funds. Wereviewed the Program Y ear 2001 source Statisticsfor
the State as a whole and found that the most frequently mentioned outreach methods are
aso some of theleast codtly. Asthefollowing chart shows, amgjority of applicants stated
that they heard about the Program because of the LEAP gpplication they received in the
mall.
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Outreach Source Statistics

Ppplication In Mol

[FAend ]

Source:  Office of the State Auditor’ s analysis of Department of Human
Services datafor Program Y ear 2001.

The chart aso showsthat some of the most costly formsof outreach, such astelevisonand
radio announcements, were the least mentioned outreach sources.

We found that the Department and counties rardly use this information when planning
outreachactivitiesand setting an outreach budget. Althoughwerecognizethat the statistics
may not be completely accurate because more than one outreach activity may have
influenced an individud to goply for LEAP, the information is il useful. Theinformation
comes directly from the gpplicants, who will most likely indicate the activities that had the
most impact on them. The Department should use source gatistics and any other relevant
data when determining the amount that should be spent on outreach at both the state and
county levels. In addition, the Department should provide counties with their own
individual source gtatistics that can be used when planning outresch activities. If the
Department can reduce the outreach budget and ill effectively inform potentidly digible
individuds of the program, this would free up more money for basic LEAP and CIP
benfits.
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Recommendation No. 10:

The Department of Human Services should review its outreach al ocation methodology for
the Low-Income Energy Assistance Program by:

a. Peiodicdly andyzing source gatidtics to determine the most effective outreach
activities.

b. Reassessng its methodology for determining the overdl outreach budget, as well
as the amount alocated to state and county outreach.

c. Providing counties with their own individuad source setistics and gatistics for the
entire State, and encouraging the counties to use this information when designing
outreach campaigns and activities.

Department of Human Services Response:

a. Agree. The Department has consstently andyzed these dtatistics and acted
upon the results, and will continue to do so. LEAP will aso continue to use
other data sources, such as cdls received by the “HEAT-HELP’ telephone
line to evauate the effectiveness of various outreach activities.

b. Agree. The Department has continualy reviewed its outreach alocation
methodology. A state/county task force recently approved a revised
dlocation plan, which crestes a new Outreach Incentive Program and
increases the core outreach budget.

c. Agree. The Depatment will digtribute statistics to counties as well as
descriptions of other counties and state outreach activities.

Assessthe Value of OQutreach Plans

Department rules require county L EAP offices to submit outreach plans by October 30"
eachyear. An outreach planisaquestionnairein which county LEAP officesdescribe their
planned outreach activities for the upcoming LEAP season. We reviewed the
Department’ s policies rdated to outreach plans and found that the plans currently provide
little benfit for the following reasons:
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Department staff do not review outreach plansto offer feedback or best
practice information to the counties. According to the Department, limited
gaffing resources make it difficult for them to review county outreach plans on a
regular basis. Therefore, most plans are never reviewed to offer feedback once
they are submitted.

Many counties submit the same outreach plan from year to year. We
reviewed outreach plans from the ten counties in our sample and found that two
have not changed their planssince 1996. In addition, Staff at Six of the ten counties
we visted gated that outreach plans are not useful and have become mostly a
paperwork exercise. Staff also stated that some of the information requested in
the plansis redundant because it is information to which the Department aready
has accessin its LEAP database.

Plans arenot submitted at the beginning of the LEAP season. For the 2002
Program Y ear, the Department requested that counties submit outreach plans in
January, hdfway through the LEAP season. According to the Department, county
saff are too busy in September and October to prepare an outreach plan before
the season begins. Submitting plans hafway through the season, however, makes
the plan more of arecap of outreach activities accomplished to date, rather than
aguide for future action.

Many countiesdo not submit outreach plans. During the 2000 Program Y ear
only 25 counties submitted outreach plans. Further, dueto the significant increase
in casdload during the 2001 Program Y ear, the Department did not require that
counties submit outreach plans a dl for thisyear. According to the Department,
however, 58 counties submitted plans for the 2002 Program Y ear.

The Department needs to assess the value of having counties submit outreach plans each
year. With the current process, outreach plans have become little more than a paperwork
exercise. Tobebeneficid, plans need to be submitted prior to the beginning of the LEAP
season so that counties can actudly use them as a planning device. In addition, the
Department needs to review the plans and offer timely feedback to the counties on their
outreach activities. Staff a many of the counties we visited stated that they would
appreci ate feedback and suggestionsfrom the Department. They would aso liketo know
about the outreach approaches used in other counties, especidly counties of Smilar size
and location. Without these changes, the Department should consder eiminating its
requirement that counties submit annua outreach plans and instead encourage countiesto
develop their own plans for internd use.
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Recommendation No. 11:

The Department of Human Services should assess the benefits of requiring counties to
submit annua outreach plans. If the Department determines that outreach plans provide
little benefit, it should no longer require the plans but should encourage countiesto develop
their own outreach plans for interna use.

If the Department determines that outreach plans are beneficid, it should improve the
effectiveness of the process by:

a. Revigng theinformation requested in the outreach plans to include only relevant
and usEful informetion.

b. Reviewing the plans to evauate county compliance with state and federd
requirements, to identify areas for improvement, and to provide timely feedback
to counties on Departmenta findings.

c. ldentifying best practices for effective outreach and distributing thisinformation to
the counties. Best practices should emphasize the outreach that is working best
in specific areas of the State and for different-szed counties.

d. Requiring that counties submit outreach plans prior to the beginning of the LEAP
season.  This could mean submitting plansin April or May in preparation for the
next season or in September or October before the season begins.

Department of Human Services Response:

Agree. The Department, with the recommendation of a state/county task force,
will eiminate outreach plans in favor of end of the year requests for outreach
incentive funds for use during the subsequent heating season. Awards will be
made on the basis of county outreach performance. Criteriafor receipt of these
awards will be developed jointly by the Department and county LEAP personnel.
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| mprove Outreach to Potentially Eligible
Populations

We reviewed the Department’s and counties approach to reaching certain populations
and found that improvements can be made to help ensure potentidly digible populations
are targeted. As discussed previoudly in this Chapter, a mgjority of LEAP applicants
indicated that they heard about the program from anapplication they received in the mail.
Currently county LEAP offices send gpplicationsto dl individudswho received LEAPthe
previous year and individuas receiving one of the following types of public assstance:

* Medicad

* Food Stamps

* Temporary Assstance to Needy Families
* OldAgePenson

* Aidto the Needy Disabled

* AidtotheBlind

*  Supplementad Security Income

During the audit we identified additiona groups the Department could target that contain
potentidly eigible populations. Federa statutes specificaly sate that the program should
make payments to households recelving benefits from the Veterans and Survivors
Pension Improvement Act of 1978 and other low-income households. Currently the
Department does not target veterans unless they are dready receiving one of theforms of
assistance described above. The Department could work with the Divison of Veterans
Affarsto identify veterans who meet low-income digibility guiddines. In addition, many
Colorado families participate in the Colorado Indigent Care Program and the Children’s
Hedth Insurance Plan. Mog, if not dl, of these families would meet LEAP income
eigibility requirements. The Department could include these groupsin its mass mailing of
goplications.

We dso reviewed the Department’ sWeb site, specifically the pagerelated to LEAP. The
page does not provide comprehensive information about the Program. Basically, it gives
a brief description of the program, digibility requirements, application dates, and
indructions to contact counties for more information. The Ste does not provide any
information on the Crigs Intervention Program, a downloadable application, or links to
county socid sarvices offices. We bdieve thisinformation could be useful to prospective
gpplicants aswell as other organizations that assst low-income households.
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Recommendation No. 12:

The Department of Human Services should improveits outreach to popul ations potentialy
eigible for the Low-Income Energy Assstance Program by:

a. Maling LEAP applications or conducting other types of outreach targeting
potentidly digible groups such as low-income veterans and households
participating in the Children’'s Hedlth Insurance Plan and the Colorado Indigent
Care Program.

b. Redesgning the State's LEAP Web ste so thet it includes information such as
downloadable applications in Spanish and English, information on the Crigs
Intervention Program, phone numbers and links to county socid services offices
when possible, and any other important information.

Department of Human Services Response:

a. Agree. TheDepartment will assessthefeagbility of conducting these outreach
activities. Wherefeasble and gppropriate, the Department will initiate mailings
and/or digtribute outreach materias.

b. Agree. TheDepartment isdeveoping astand-alone LEAP Web site that will
contain downloadable gpplications, CIP information, eigibility criteria, and
other vauable information. Links to counties are not feasble, as not al of
them have Web gtes and of those that do, few contain LEAP-specific
informetion.
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The Energy Saving Partners
Program

Chapter 4

Background

The primary mission of the Energy Saving Partners (ESP) Program isto wesatherize homes
in Colorado, thereby reducing the statewide energy consumption and lowering the
vulnerability of low-incomecitizensin Colorado. To bedigiblefor the ESP Program, total
household income must be 185 percent of the federal poverty leve or less The OEMC
contracts with eight westherization agencies located around the State to provide the
following sarvices

* Inaulationincluding, but not limitedto, attic, wall, crawl space, floor, plumbing, and
ar heating and water heating equipment.

» Ingdlation of energy-saving compact fluorescent lightbulbs.

* Repair and/or replacement of household hesting and cooling equipment, doors,
windows, wals, roofs, or any other place that is affecting energy efficiency.

»  Minor dectricd repairs (if related to the heating system).
» Safety checks of dl household appliances.

* Indoor air pollution checks.

Client energy conservation education.

Department of Energy regulations|imit westherization servicesto those messuresthat have
abenefit to cost ratio of at least 2to 1. That is, the energy-saving benefit must be at least
twice as much as the cogt of the repair. In addition, Department of Energy regulations
require that the ESP Program maintain a statewide average cost per home weatherized of
$2,500.
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The ESP Program works closdly with the Department of Human Services to westherize
the homes of LEAP recipients. All LEAP recipients are automatically ligible to receive
westherization servicesfrom ESP. According to Department rules, LEAP recipients must
agree to have their home wesetherized by the ESP Program. If LEAP recipients refuse
westherization services, they will beindigible for LEAP benefits the following year.

AddressWaiting List Issues

Each month, the Department provides weetherization agencies with a list of individuds
within their service territories who have been approved for LEAP benefits. These
individuds automaticaly qudify for weetherization services. In addition, wegatherization
agencies receive gpplications from non-LEAP individuas who have heard about the
Progran and want to have their homes weatherized. OEMC policy requires
westherizationagenciesto prioritize service provisonfor LEAP-gpproved and non-LEAP
households. According to this policy, weatherization agencies should give priority to
households with an elderly or disabled member and/or children. Therefore, the agencies
are required to go through their list of al approved households and prioritize the order in
which services will be provided.

During the audit we found that two ESP regions in the State currently have extensive
waiting ligs to receive wegatherization services. These waiting lists range from about Sx
months in Pueblo and the southeast corner of the State to about two yearsinthe San Luis
Vdley. Inmos other areas of the State, individuals recelve weetherization serviceswithin
about two monthsfrom the date of gpplication. Thewaiting listsin some areas of the State
have created service inequities that have resulted in higher energy codts for those homes
waiting to receive services. For example, ina1999 study, the OEMC and Public Service
Company of Colorado found that homes that had been weatherized experienced an
average decrease of 16 percent intheir gashill and 5 percent intheir dectric bill. Assuch,
long waiting lists may mean that more LEAP benefits are being paid out unnecessarily.

According to program gaff, in order to reduce and/or eliminate these waiting ligs, the
westherization agencies in these areas will need additiona funding so that they can hire
additiond crews. Additiond crewswould alow these agenciesto weatherize more homes
each month and, therefore, reduce the number of homeson thewaiting ligts. Weestimate
that these two weatherization agencies would need an additiona $500,000 per year for
five yearsto diminate their current waiting lisgs. We arrived a this amount by multiplying
the average cost per case of $2,300 by the total number of individuds currently on these
waiting lids
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| nvestigate Additional Funding Sour ces

In order to diminate these waiting lists, or at least reduce them to be more consstent with
other wesetherization agencies around the State, the OEM C needsto investigate additiona
sources of funding. Alternatives may include, but need not be limited to:

Increasing the amount of funding from LEAP. The ESP Program currently
receives 15 percent of the federa funds LEAP receives each year. According to
federa guiddines, states can request awaiver to transfer up to 25 percent of their
LEAP grant to their weatherization program. To date, Colorado has never
requested this waiver. Although this waiver would take funds away from basc
LEAP benfits, in the long term it would help reduce the overdl need for energy
assistance for homes once they were wesatherized.

Applying for thefederal Residential Ener gy Assistance Challenge Grant.
This grant provides funds for demonstration projects to test various approaches
to help low-income families reduce home energy usage and become more sdif-
sufficient in meeting their home energy needs. LEAP has gpplied for thisgrant in
the past and has been denied. ESP, however, has never applied for this grant.

Obtaining assistance from utility companies. Some of the larger utility
companiesin the State a ready contribute to the ESP Program. For example, Xcel
Energy provides the funding for compact fluorescent lightbulbs to be indaled in
homes within its service territories. According to the OEMC, it will continue to
work with Xcd and other utility companies to obtain some form of assstancefor
the program, including additiona contributions from those companiesthat dready
provide assistance.

In addition to investigating additiona funding sources, the OEMC should reassess its
current funding alocation formula to determine if changes are needed. The OEMC's
current funding al ocation formula cons ders the low-income popul ation and the number of
hesting degree days (i.e., the number of days the average temperature is below a certain
levd) for thedifferent counties. Currently the OEM C uses 1990 Censusdatato determine
the low-income population in the various areas around the State. According to the
OEMC, it iswaiting on the 2000 Census data to update the |ow-income popul ation piece
of the formulafor each county. In addition to updating the low-income popultion figures
for the State, the OEMC should determine if other changes are needed in the formulato
ensure funds are distributed agppropriatdy to the different regions.



Low-Income Energy Assistance Program Performance Audit - June 2002

Recommendation No. 13:

The Office of Energy Management and Conservation should reassessitsfunding dlocation
formulato determine if changes are needed and evauate dternativesfor raising additiona
funds to diminate extensve waiting ligts for weetherization services around the State,
induding:

a. Working with the Department of Human Services to acquire additiona funds,
including requesting awaiver to receive more than 15 percent of LEAP sfedera
dlocation.

b. Invesigating additiona funding sources such asthe Residentid Energy Assstance
Chdlenge Grart.

c. Working with utility companies to obtain additiond funding and/or cost sharing
agreements for weatherization clients within their service aress.

Office of Energy Management and Conservation
Response:

Agree. The ESP dlocation formulais updated every ten years following release
of the U.S. Census poverty data. These data are just now being released to the
states. Once these dataare provided, the ESP dlocation formulawill be updated
to reflect more current poverty populationinformation. Itishoped that thisupdate
will be avalldble for review and discussion with ESP subgranteesin August 2003.
The revised formulawill be used for dlocations made available in January 2003
for thefisca year that will start on Jduly 1, 2003.

The ESP program is congtantly seeking additiond funding sources. The LEAP
program has aready agreed to transfer an additional $250,000 to ESP for the
2002-2003 program year. Coupled with program savings accrued from
dreamlining activities ($2 million saved in last three years), these funds will be
directed to the continued support of an additiona crew in both the Pueblo County
and the San LuisVdley regions. Oneextracrew in each location has been funded
for this purpose for the last three years. One new additiond crew will be added
in the San Luis Valey beginning duly 1, 2002.

The REACH grant has been discussed but not pursued. Funds have higoricaly
gone to ‘innovative proposas, not just additiona weatherization production.
Discussions for additiond funds have taken place with Colorado Springs Utilities,
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Gredey Gas Company, and Holy Cross Electric. The Colorado Energy
Assigtance Foundation (CEAF) aso provides funds to ESP agencies. ESP
constantly seeks supplementa funding opportunities.

|mprove ESP Application Process

The ESP Program guidedlines dlow each of the eight weatherization agencies to develop
itsown gpplication. Guidelines dso allow agenciesto prepare their own denid noticesto
notify applicantsif they are denied weatherization services. During the audit we identified
severad areas in which improvements are needed in the ESP gpplication and denid
notification process. Specificaly, we found:

The information required on ESP applications varies widely among the
eight weatherization agencies. For example, some agencies have lengthy and
detailed gpplication forms, while other agencies request only minimd information.
Asareault, theapplication processin someareas of the Stateis more burdensome
to applicants than in others. ESP applications need to strike a balance between
collecting too much information and collecting too little information. The
gpplications need to collect sufficient information to ensure digibility isdetermined

appropriately.

Denial notices do not consistently refer applicants to other sources of
assistance. We found that some of the wesatherization agencies include referra
information on their denid notices, while othersdo not. Thisinformation includes
referrds to other organizations that may be able to provide energy assistance,
suchas LEAP, the Hest Help Line, loca housing authorities, charities, and senior
centers. Although an applicant may not quaify for ESP services, he or she may
need and be able to qudify for other types of assstance. For example, athough
LEAP and ESP have the same income digibility leves (i.e., 185 percent of the
federal poverty levd), an gpplicant must supply only one month’ sworth of income
information to quaify for LEAP, while the ESP Program requires a year' s worth
of information. Therefore, many applicants may qudify for LEAP when they
would not quaify for ESP services. As mentioned previoudy, once an gpplicant
is determined digible for LEAP, he or she automatically qudifies for the ESP
Program. The weatherization agencies currently refer gpplicants to LEAP when
they do not meet ESP Program dligibility guiddines.

Applications and denial notices are not printed in Spanish. We found that
none of theweetherization agencies printsapplicationsor denid noticesin Spanish.
As a result, Spanish-spesking applicants may have difficulty completing
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applications and may not apply for wegtherization services. In addition, these
gpplicantsmay havedifficulty understanding that they were denied for servicesand
the reason for the denial, Since denia notices are not printed in Spanish.

* Waeatherization agenciesdo not notify clientsof their digibility statusand
their postion on a waiting list, when applicable. We found that the
westherization agencies do not typicaly notify gpplicants when they have been
approved to receive services and inform themof when they can expect toreceive
those services. From our review of about 200 ESP case files, we found that it
took an average of 60 days from the date an application was received for the
agencies to contact the client regarding eigibility and to schedule services.
Generdly, the weetherization agencies did not contact approved applicants until
they were ready to schedule a time to provide the services. As discussed
previoudy, severd weetherization agencies currently have extensive waiting ligs.

Recommendation No. 14:

The Office of Energy Management and Conservation should improve the efficiency of the
Energy Saving Partners Program application process by:

a. Devdoping a sandard application and denid notification form or establishing
gpecific criteria that the agencies must follow when developing these forms. The
denid notification forms should include referra information to other sources of
energy assstance.

b. Developing sandard application and natificationformsthat are written in Spanish
and requiring wegtherization agencies to use these forms.

c. Notifying gpplicants of their status on a waiting list, when gpplicable, and when
they can expect to receive westherization services.

Office of Energy Management and Conservation
Response:

Agree. ESP State employees will discuss al recommendations with ESP
subgrantees at the Summer Planning Meeting in August 2002. The ESP sate
office will work with the input of subgrantees to design a tandard gpplication to
be used statewide. The ESP date office will aso work with subgrantees to
develop astandard denid natification form and aletter to notify gpplicants of their
gatus on awaiting list. These formswill o be used Satewide.
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The ESP state officewill have the gpplication, denid natification form, and waiting
ligt natification form trandated into Spanish. All Spanish and English formswill be
posted on OEMC’s Web site to provide easier access to clients and service
providers. All formswill beimplemented statewide on or before January 1, 2003.

|mplement Time Requirementsfor ESP
Appeals Process

The ESP Program guidelines outline an apped's process for gpplicants who do not have
their gpplication processed in atimely manner, disagree with the weatherization agency’s
decison to deny digibility, or do not believe the appropriate services were provided.
According to the guiddines, gpplicants must first gpped to the head of the weetherization
agency for ahearing. If the gpplicant has a hearing and Hill disagrees with the agency’s
decison, the gpplicant has 15 days after the hearing to apped to the ESP Program, or the
OEMC.

During our audit wefound that the Program’ s establi shed appedl s process does not specify
any time frames for handling gppedls, ether at the agency or datelevel. Wereviewed the
appedls received by the OEMC during Program Y ears 2000 and 2001. For this time
period, the OEMC received five gppeds. The gppeds rdated to digibility and service
issues such as whether ahomethat had aready been westherized was digiblefor services
again and whether an agency had completed dl of the appropriate repairs cons stent with
ESP Program standards. The number of days to resolve these gppedls at the state level
ranged from 1 to 210, with an average of 65 days. We were unable to determine how
long the appeals process took at the agency level due to a lack of data. If a
wegtherization agency erroneoudy determines that an gpplicant is not digiblefor services
and the appedls process takes too |ong there could potentialy be hedth and safety issues
if the gpplicant hasacracked furnace or smilar problem. Applicantsmay aso experience
financid difficulty due to high hegting hills resulting from an energy-inefficient home.
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Recommendation No. 15:

The Office of Energy Management and Conservation should improve the efficiency of the
Energy Saving Partners Program agppedls process by establishing time requirements in
programguiddinesfor handling apped s at both the weatherization agency and Satelevels.

Office of Energy Management and Conservation
Response:

Agree.  ESP date employees will discuss dl recommendations with ESP
subgrantees a the Summer Planning Mesting in August 2002. The ESP date
officewill work with theinput of ESP subgranteesto develop timelinesfor gppeds
whenclients do not have their application processed in atimely manner and when
they disagree with the wegtherization agency’s decison to deny digibility. In
addition, wewill discusswith ESP subgranteesthe recommendation of establishing
timelinesfor calbacks, for when clients do not believe the appropriate services
were provided or were provided in a substandard manner. The appropriate ESP
policies and procedures (301.2 and 310) will be updated, or new policies and
procedures may be written, to reflect the time lines established for effectively
handling appeds and callbacks. These policy changes will go into effect on or
before January 1, 2003.




LEAP Applicant Statistics

Fiscal Year 2001
County
Approved Percent
Applicants Applicants Approved
Adams 7,808 5,961 76%
Alamosa 1,337 1,186 89%
Arapahoe 5,945 4,127 69%
Archuleta 319 270 85%
Baca 269 240 89%
Bent 516 505 98%
Boulder 2,961 2,138 72%
Chaffee 668 592 89%
Cheyenne 57 54 95%
Clear Creek 194 183 94%
Conejos 1,025 957 93%
Costilla 751 714 95%
Crowley 401 384 96%
Custer 143 128 90%
Delta 1,542 1,363 88%
Denver 15,422 12,398 80%
Dolores 117 106 91%
Douglas 359 318 89%
Eagle 182 123 68%
Elbert 179 165 92%
El Paso 10,710 9,047 84%
Fremont 1,917 1,705 89%
Garfield 534 434 81%
Gilpin 80 72 90%
Grand 107 81 76%
Gunnison 385 349 91%
Hinsdale 35 34 97%
Huerfano 786 734 93%
Jackson 79 71 90%
Jefferson 5,121 3,330 65%
Kiowa 75 72 96%
Kit Carson 258 219 85%
Lake 55 52 95%
La Plata 801 613 77%
Larimer 3,735 3,131 84%
Las Animas 1,327 1,238 93%
Lincoln 165 156 95%
Logan 946 762 81%
Mesa 4,588 3,849 84%
Mineral 40 37 93%
Moffat 476 405 85%
Montezuma 1,188 1,069 90%
Montrose 1,271 1,143 90%




Morgan 1,050 828 79%
Otero 1,669 1,480 89%
Ouray 90 83 92%
Park 205 188 92%
Phillips 129 116 90%
Pitkin 24 20 83%
Prowers 1,008 786 78%
Pueblo 6,896 5,871 85%
Rio Blanco 146 132 90%
Rio Grande 1,210 1,131 93%
Routt 204 166 81%
Saguache 629 557 89%
San Juan 63 56 89%
San Miguel 87 77 89%
Sedgwick 90 71 79%
Summit 205 161 79%
Teller 527 481 91%
Washington 185 160 86%
Weld 3,969 3,308 83%
Yuma 334 284 85%
Total 93,594 76,471 82%

Source: Office of the State Auditor's analysis of Department of Human

Services data.




LEAP County Expenditures

Fiscal Year 2001

County Total Estimated
Administrative Heating Expenditures
Administrative| Outreach and Outreach | Benefits per | as a Percent
Expenditures | Expenditures | Expenditures County of Benefits

Adams $167,725 $30,957 $198,682 $3,056,980 6.5%
Alamosa $26,790 $7,904 $34,694 $780,601 4.4%
Arapahoe $83,357 $25,230 $108,587 $1,841,591 5.9%
Archuleta $11,211 $700 $11,911 $180,557 6.6%
Baca $5,238 $1,117 $6,355 $185,491 3.4%
Bent $7,218 $316 $7,534 $335,416 2.2%
Boulder $43,912 $36,185 $80,097 $987,892 8.1%
Chaffee $3,741 $6,982 $10,723 $346,101 3.1%
Cheyenne $0 $0 $0 $46,531 0.0%
Clear Creek $4,089 $170 $4,259 $122,407 3.5%
Conejos $23,599 $1,089 $24,688 $726,124 3.4%
Costilla $20,317 $3,960 $24,277 $639,516 3.8%
Crowley $12,834 $2,681 $15,515 $253,140 6.1%
Custer $5,296 $0 $5,296 $99,773 5.3%
Delta $20,567 $6,260 $26,827 $993,750 2.7%
Denver $150,141 $86,463 $236,604 $6,900,479 3.4%
Dolores $3,057 $412 $3,469 $79,223 4.4%
Douglas $11,979 $0 $11,979 $189,522 6.3%
Eagle $3,126 $0 $3,126 $63,713 4.9%
Elbert $2,697 $837 $3,534 $135,965 2.6%
El Paso $147,053 $0 $147,053 $4,681,913 3.1%
Fremont $13,902 $7,385 $21,288 $1,136,689 1.9%
Garfield $4,943 $0 $4,943 $219,187 2.3%
Gilpin $0 $681 $681 $57,265 1.2%
Grand $1,661 $617 $2,278 $53,023 4.3%
Gunnison $8,801 $2,114 $10,915 $228,459 4.8%
Hinsdale $0 $0 $0 $29,066 0.0%
Huerfano $26,202 $4,692 $30,895 $494,063 6.3%
Jackson $21 $0 $21 $58,253 0.0%
Jefferson $166,426 ($29,592) $136,833 $1,579,019 8.7%
Kiowa $6,113 $0 $6,113 $54,919 11.1%
Kit Carson $8,085 $2,142 $10,227 $165,290 6.2%
Lake $0 $0 $0 $35,667 0.0%
La Plata $21,071 $4,630 $25,701 $401,889 6.4%
Larimer $78,935 $43,860 $122,795 $1,510,488 8.1%
Las Animas $18,315 $896 $19,211 $783,456 2.5%
Lincoln $2,598 $170 $2,768 $129,003 2.1%
Logan $8,782 $4,926 $13,708 $474,177 2.9%
Mesa $68,298 $20,964 $89,262 $1,899,943 4.7%
Mineral $0 $0 $0 $32,581 0.0%
Moffat $12,855 $3,138 $15,992 $257,499 6.2%
Montezuma $11,101 $2,941 $14,042 $706,801 2.0%




LEAP County Expenditures

Fiscal Year 2001

County Total Estimated

Administrative Heating Expenditures

Administrative| Outreach and Outreach | Benefits per | as a Percent

Expenditures | Expenditures | Expenditures County of Benefits

Montrose $14,653 $0 $14,653 $746,756 2.0%
Morgan $21,951 $5,720 $27,671 $555,331 5.0%
Otero $33,500 $8,965 $42,465 $884,907 4.8%
Ouray $1,794 $477 $2,271 $70,102 3.2%
Park $4,236 $0 $4,236 $166,532 2.5%
Phillips $3,531 $43 $3,574 $84,961 4.2%
Pitkin $0 $0 $0 $12,845 0.0%
Prowers $27,192 $7,860 $35,052 $543,197 6.5%
Pueblo $138,300 $22,024 $160,324 $3,502,873 4.6%
Rio Blanco $0 $0 $0 $87,211 0.0%
Rio Grande $16,426 $9,254 $25,680 $775,945 3.3%
Routt $0 $0 $0 $109,792 0.0%
Saguache $10,993 $6,207 $17,200 $428,283 4.0%
San Juan $2,057 $0 $2,057 $53,316 3.9%
San Miguel $2,107 $595 $2,703 $55,742 4.8%
Sedgwick $7 $75 $82 $54,532 0.1%
Summit $1,173 $150 $1,324 $98,030 1.4%
Teller $142 $0 $142 $370,356 0.0%
Washington $0 $676 $676 $108,432 0.6%
Weld $74,883 $19,878 $94,761 $1,978,184 4.8%
Yuma $11,362 $17 $11,379 $199,041 5.7%
Total $1,576,363 $362,768 $1,939,133 $43,839,790 4.4%

Source: Office of the State Auditor's analysis of Department of Human Services data.
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