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THE KANSAS WEATHERIZATION PROGRAM

SUMMARY OF LEGISLATIVE POST AUDIT'S FINDINGS

Can State and Local Agencies
Effectively Use Additional Funds?

In general, the auditors concluded that the additional funds appropriated
for the State's weatherization program can be effectively used. Most of the
weatherization work they inspected was of good quality, and many State and
local officials appeared interested in moving quickly to resolve problems.
However, the auditors identified several important problems that must be
addressed soon to ensure that weatherization funds are effectively used. Some
of these problems relate to the quality of work performed. At one of three
agencies the auditors visited, they found substandard and unacceptable work on
some homes. At another agency, some homes did not have all the weatheriza-
tion material that the agency's files indicated were used on the homes. In
addition, inventory controls were not adequate to prevent losses at two of the
agencies. Minor problems were found in purchasing procedures at all three
agencies.

Other problems in need of attention are at the State level. Three
agencies have been cited by the State Econonomic Opportunity Office for
misusing funds over the past three years. The State Office has acted forcefully
to resolve those situations. On the other hand, problems at some other
inefficient agencies have been allowed to linger in the absence of clear State
procedures for resolving them. Formal written procedures are needed to ensure
that problems identified at local agencies are resolved quickly. Also, more
frequent on-site visits by the State Office and more thorough inspections of
work by local agencies are needed to ensure weatherization money is effec-
tively spent.

Are the State's Policies Sound For Determining What -
Weatherization Measures to Use on Each Home?

Current State policy is to cut general heat waste first (weatherstripping,
caulking, replacing broken windows, etc.), insulate attics second, and put on
storm windows third. It has been suggested it might be better to do fewer than
all three steps to each home and consequently be able to weatherize more
homes. The auditors found that although far more homes could be weatherized
if only the step of cutting general heat waste was done, this option saves much
less energy per home and in total than the other options, increases the
percentage of local costs for administration, and has other disadvantages. The
current State policy of doing all three applications saves the most energy per
home, but it also covers the fewest homes. The compromise policy of cutting
heat waste and insulating attics, but not installing storm windows, allows more
homes to be completed than the current State policy, and saves the most energy
overall. The decision on which option to use depends on whether the goal of
doing more homes or the goal of saving the most energy per home is the highest
priority.






/ THE KANSAS WEATHERIZATION PROGRAM

At its meeting on June 2, 1983, the Legislative Post Audit Committee
directed the Legislative Division of Post Audit to conduct a performance audit
of Kansas' program for weatherizing the homes of low income people. During
calendar year 1983 the State will receive about $4.7 million in federal funds for
weatherization, which is $1.6 million more than in calendar year 1982. There is
no State money for the weatherization program. The federal money comes
from several sources, most of which the State has allocated to weatherization
among other options through legislative or administrative decisions. With the
additional funds the State intends to weatherize 5,000 homes in calendar year
1983, approximately 1,500 homes more than were weatherized in calendar year
1982.

The weatherization program has weatherized 20,172 homes since it began
in 1979. According to 1980 United States Census data, there are approximately
122,500 households in Kansas with income under the eligibility limits for
weatherization ($12,375 for a family of four). Thus, over 100,000 eligible
homes, over 80 percent of the total, have not yet been weatherized.

The weatherization program is administered at the State level by the
State Economic Opportunity Office within the Department of Social and
Rehabilitation Services. The State Office distributes funds and monitors the
operations of 14 local agencies, which do the actual weatherization work. The
audit examined operations at both the State and local level, and it addressed
two main questions: Do State and local agencies have the ability to effectively
use the additional money available? And given the large number of homes yet to
be weatherized, what type of weatherization work will provide the highest
benefit and result in weatherizing the greatest number of homes?

Can State and Local Agencies
Effectively Use Additional Funds?

There are 14 local agencies that receive funds to weatherize homes. The
amount each agency receives is based on the number of low-income people in
the area it serves. The local agencies are one city (Wichita), one county
(Johnson County), and 12 private non-profit corporations which include com-
munity action agencies and economic development districts. The State Office
distributes funds to the local agencies and monitors local agencies' performance
to ensure that money is properly spent. As part of this monitoring process the
State has identified three agencies that have misused weatherization funds in
the past three years, leading to changes in staff at two of these agencies and
the dissolution of the other agency. In addition, five agencies did not
weatherize as many homes as they could have in calendar year 1982 either
because they failed to spend all their funds or they spent too much per home.

In light of additional funds available for weatherization and the fact that
some agencies have had problems effectively using weatherization funds in the



past, the auditors sought to assess the ability of the local agencies and the
State Office to effectively administer the current program. The auditors did
not have time in this audit to visit all local agencies and assess their ability to
handle the weatherization program. To provide an indication of how well local
agencies are administering the program the auditors visited three local agen-
cies. At each agency they interviewed local officials, reviewed purchasing and
inventory records, and visited weatherized homes. To assess the State Office's
ability to monitor local agencies, the auditors reviewed State Office monitoring
files and interviewed State officials. They also contacted other states to find
out how they monitor local agencies. :

In general, the auditors concluded that the State's weatherization funds
can be effectively used. Most of the weatherization work they inspected was of
good quality. In addition, many local and State officials interviewed by the
auditors appeared interested in moving quickly to resolve problems. However,
the auditors identified several important problems that must be addressed soon
to ensure that weatherization funds are effectively used. Problems with the
quality of weatherization work, and inventory and purchasing procedures were
identified at the audited local agencies. Also, the State's monitoring proce-
dures need to be improved to ensure problems at local agencies are quickly
identified and resolved. The following sections describe the problems we found
and conclude with several recommendations for changes that should be consid-
ered to improve the weatherization program.

The Quality of Weatherization Work Seen By The Auditors Was Inadequate At
One Agency and Materials Were Missing From Homes At Another Agency

The auditors visited weatherization programs run by the City of Wichita,
the South Central Kansas Economic Development District (covering McPherson,
Rice; Reno, Cowley, Elk, and Chatauqua counties), and the East Central Kansas
Economic Opportunity Corporation (covering Douglas, Osage, Lyon, Franklin,
Miami, Coffey, and Anderson counties). At these agencies they visited a total
of 35 recently weatherized homes. They found good quality work at every home
at the Wichita agency. The East Central agency did good quality work, but
weatherization supplies were missing from some homes. And the quality of
work at the South Central agency was inadequate at several of the homes
visited. .

High quality work was observed at all homes in Wichita. No problems were
noted at any of the 10 visited homes weatherized by the City of Wichita
weatherization office. Work done by city employees and by contractors hired
by the city was neat and complete.

Some weatherization material was missing from homes weatherized by the
East Central Kansas agency. Work done at the 16 visited homes weatherized by
the East Central Kansas Economic Opportunity Corporation was good quality.
However, six of the 16 homes did not have all the weatherization material that
the agency's files indicated were used on the homes. In two cases, files
indicated more storm windows were placed on homes than actually were
installed. Files on two homes indicated more broken glass was replaced than
was actually done, and another house was missing an attic vent that was
supposed to have been installed. Finally, the auditors found that a weatheri-
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zation crew had left a door weatherstrip kit at a home so that the homeowner
could install the material himself. The homeowner had later decided to replace
the door and had not used the weatherstrip kit. The weatherization director
who accompanied the auditors on the home visits took the weatherstrip kit back
at that time. '

The missing items identified during the audit indicate at a minimum that
the inspections of work done by the agency are inadequate to ensure that all
work is properly done. Adequate inspections would have identified the missing
items noted by the auditors and would have resulted in the return of the unused
weatherstrip kit. The missing items raise questions about inventory controls at
the agency. They suggest inventory controls that are not adequate to protect
against losses. Inventory control problems at this agency are discussed in more
detail in the following pages. Careful final inspections are necessary to ensure
both quality work and to serve as the final link in adequate inventory control
procedures.

The quality of work was inadequate at several homes weatherized by the
South Central Kansas agency. The auditors' examined nine homes weatherized
by the South Central Kansas Economic Development District and found
substandard and unacceptable work at five of these. All work at this agency is
done by contractors. Because of time limitations, all homes examined by the
auditors were weatherized by only one of the agency's three contractors. The
contractor who weatherized the five homes had been paid for his work despite
inspections which indicated the inspector was aware of some of the same
problems found by the auditors. Following are examples of the inadequate
work:

--The weatherstripping around most doors inspected by the auditors was
inadequate because the rubber sealing portion of the weatherstrip did not
reach the top of the doors.

--In several cases, caulking between foundations and siding was inadequately
applied. In one case there were large gaps in the caulking and in other
cases the caulk was falling off only a couple of months after it was
applied.

--A door installed to seal off a heated utility room from a cold porch had a
gap of more than one-half of an inch between the top of the door and the
door frame.

--There were several instances of sloppy caulking around doors, windows,
and between foundations and siding. In some instances this caulking did
not provide a good seal to keep out drafts.

The auditors also found the extent of weatherization treatment was less
at this agency than at the two others. One example relates to weatherstripping
under doors. The agency typically uses only "jam-up" weatherstripping to seal
between the door and door jam. Door sweeps at the bottom of doors were used
only in a few houses visited by the auditors and none of these houses had new
thresholds installed, even though some of the houses had uneven wooden
thresholds. In contrast, Wichita routinely installs metal tension weatherstrip-
ping to supplement the "jam-up" weatherstrip. Wichita also routinely installs
door sweeps and thresholds to create a tight seal at the bottom of doors.



Another example of the differences between agencies is that the South Central
District does not insulate attic hatches when insulating attics. This inexpensive
task improves the effectiveness of attic insulation and is routinely done in
Wichita. Although specific methods for weatherization applications are not
required by the State, the Wichita agency appears to be giving the State a more
effective weatherization job in these respects.

The director of the South Central District's program visited the same
homes visited by the auditors after being told of the auditors' findings. He
acknowledged the poor quality of some of the work and said the contractor in
question will be required to return and replace all the door weatherstripping.
The director added he did not believe the same quality problems exist with the
District's other contractors. Finally, he said the inspector on these homes will
be given additional training.

Two of the Three Local Agencies That Were Visited Have Serious Inventory
Control Problems

Many local weatherization agencies keep large stocks of insulation, door
weatherstripping, caulk, glass, and other supplies in warehouses in order to take
advantage of bulk purchases. At the two audited agencies that have large
inventories (the Wichita and East Central agencies), the auditors examined
inventory controls to ensure they were adequate to prevent losses.

Physical counts showed fewer items in stock than on inventory records. In
Wichita, the auditors found fewer units in the inventory than in the agency's
inventory records for 12 of the 20 items counted. The value of inventory that
was missing was at least $1,200. For example, the inventory records showed 54
metal door bottoms worth $2.55 each, yet the auditors found only 21 door
bottoms in their physical count. Similarly, the value of differences between
inventory records and the auditor's count at the East Central Kansas Economic
Opportumty Corporation was $1,100. Seven of the fifteen items counted came
up short in the auditors' count. This includes 50 bags of 1nsulat10n at $3.40-each
and 166 door weatherstrip sets at $4.51 each.

Existing inventory systems have several weaknesses. Inventory procedures
are not adequate to ensure that materials removed from warehouses are loaded
onto weatherization trucks. At both agencies, workers are supposed to write
down the materials they remove from the warehouses on slips of paper which
are accumulated and used monthly to update inventory records. One possible
reason for the discrepancies the auditors found is that the lack of clear
procedures may result in the slips of paper being lost or never being filled out.
Another possible reason is that physical inventories are done too infrequently
(annually at Wichita) to reconcile discrepancies between records and the
physical counts.

A second problem with the existing inventory procedures is that after
materials are removed from the warehouses and placed on trucks, there is no
way to ensure all those materials are used to weatherize homes. The reason is
that neither agency keeps track of how much material is on each truck.
Consequently there is no way to track how much is removed from each truck.



Improved inventory procedures can be put in place. There are many
inventory procedures that would correct some of the weaknesses cited above.
As an example of how a better system might work, the auditors developed one
possible alternative which can be explained as follows. Each weatherization
vehicle would start each day with a standard stock (for example, 100 tubes of
caulk). The amount of stock loaded each morning to reach the standard level
would consequently equal the amount used from the truck the previous day.
That amount could be reconciled daily or weekly with the amount of supplies
that were supposed to have been used on the houses weatherized that day or
week. The amount of inventory removed from the warehouse would be recorded
daily. Stock removal forms, rather than slips of paper, would be used to record
inventory removed from the warehouse. And finally, physical inventory counts
would be done more frequently.

Improvements in Purchasing Procedures Are Needed At The Three Agencies
Visited

The auditors reviewed a sample of 50 purchases at the three local
agencies to ensure the purchases were for items used in the weatherization
program and to ensure proper documentation existed for each purchase. They
also checked larger purchases and contracts for weatherization work to
determine if adequate bidding procedures were used. They found that all
purchases they examined were appropriate expenditures for the weatherization
program, that purchases were adequately documented at two of the three
agencies, and that bidding procedures were adequate in most cases.

With regard to bidding procedures, neither the East Central Kansas or
South Central Kansas agency received bids or price quotes on their purchases of
storm windows. Both agencies purchased in excess of $30,000 of storm windows
from single vendors over a 12-month period. Agency officials told auditors they
had checked prices and services of other vendors in previous years and were
satisfied with the current vendor. However, an official at the federal Office of
Management and Budget told the auditors these purchases should not have been
made without at least receiving informal bids annually in order to comply with
federal regulations (OMB Circular A-110). Such a procedure would also ensure
that lower prices are not currently available.

Another problem in the purchasing area was identified at Wichita, where
the City's contractor is paid for the cost of materials purchased plus 10
percent. The contractor's labor costs are paid based on a set amount depending
on the type of job. This type of cost-plus contract for materials is prohibited
by federal regulation so that contractors do not buy more expensive materials
in order to inflate the dollars represented by the 10 percent mark-up. The City
of Wichita monitors the contractor's purchases to ensure inflated prices are not
paid, and the city justifies the 10 percent as reimbursement for the contractor's
travel when buying materials. Also, most of the materials used by the
contractor come from Wichita's warehouse, rather than being purchased by the
contractor. Nevertheless, this type of contract is prohibited by federal
regulations (OMB Circular A-102). A better procedure would be to pay the
contractor a per-mile amount for travel related to purchasing materials instead
of the 10 percent.



The other purchasing problem was at the East Central Kansas Economic
Opportunity Corporation, where eight of 20 purchases reviewed were paid
without a signed receiving document to indicate items were actually received.
The same problem was noted in a March 1982 financial audit report done by a
certified public accountant, but the problem had not been corrected at the time
this audit was done.

Monitoring By the State Economic Opportunity Office Has Identified Misuse of
Funds at Three Agencies in the State and the State Office Has Acted Forcefully
to Resolve Those Problems

The State Economic Opportunity Office within the Department of Social
and Rehabilitation Services is responsible for distributing weatherization money
to local agencies and monitoring the use of these funds. The State Office has
five tools it uses to monitor local agency performance:

--In calendar year 1982, State Office employees visited most agencies once.
The visits generally lasted one day and included an interview, a review of
files, and visits to five homes.

--Since the beginning of calendar year 1982, the audit section of the
Department of Social and Rehabilitation Services completed seven finan-
cial and compliance audits of local agencies. These audits include reviews
of financial records, internal controls, and files of weatherized homes, but
they do not include visits to weatherized homes.

--The State Office receives copies of annual financial audits done at each
local agency by certified public accountants. These audits do not include
visits to weatherized homes.

--The State Office receives monthly reports of local agencies' expenditures
- and number of homes completed.

--The State Office reviews and approves local agency budgets each year.

This monitoring has identified misuse of funds in three agencies over the
past three years. One agency was cited in July 1981 as part of an audit done by
the audit section of the Department of Social and Rehabilitation Services for
having too large a staff for its program. Its funds were temporarily suspended.
A follow-up study by the State Office showed the agency had more people on
the weatherization payroll than had been reported to the State Office. The
local agency was threatened with a permanent loss of funds. The local agency
fired its weatherization director and cut back its work force. The State Office
says it believes this agency is now operating adequately.

Also in 1981, the State Office began investigating another local agency
because that agency's monthly reports indicated very high weatherization costs
per home . A follow-up visit led the State Office to suspect people who did not
work in the weatherization program were being paid out of weatherization
funds. The State Office decided to conduct a special audit to determine how
much money the local agency had misused. At the same time, the director of
the local agency was fired and an investigation of illegal activities was begun



by the county attorney. The audit which was conducted by the audit section of
the Department of Social and Rehabilitation Services showed that over
$100,000 had been misused. The local agency disbanded and the State agency
awarded the weatherization contract to other local agencies.

Finally, in July 1983 the State Office ordered an agency to fire its
weatherization staff, redo all homes weatherized in the last year, and begin
operating again using contractors only. The State Office intends to be directly
involved in running this program for at least a year. These actions resulted
from two on-site visits in late 1982 and March 1983 that showed very little
actual work done to weatherize houses despite very high costs per home. In
June 1983 a special audit by the fraud section of the Department of Social and
Rehabilitation Services confirmed that little weatherization work was actually
being done and as a result money was being misused. ' An audit done earlier in
March 1982, which did not include visits to homes, concluded there were no
serious problems at the agency.

These instances show that misuse of funds can and does occur. The last
case indicates the importance of on-site home visits, since an audit without
such visits did not uncover serious problems identified less than a year later
during on-site home visits. These cases also indicate that the State Office's
procedures for monitoring local offices are adequate to identify serious
problems and that the State Office acts forcefully to resolve problems with
agencies that have misused funds.

State Office Monitoring Identifies Some Inefficiencies at Local Agencies, But
Procedures To Resolve These Problems Are Inadequate

In addition to identifying misuse of funds, the State's monitoring process
has identified other agencies that are not using funds efficiently. For example,
three agencies in 1982 were unable to spend significant amounts of their
weatherization funds, ranging from $26,700 to $53,174. These unspent funds
total about three percent of available weatherization funds for calendar year
1982 statewide. Two other agencies had excessive costs per home. Their costs
per home were $1,134 and $1,706. Federal regulations limit expenditures per
home to $1,000.

The auditors interviewed State Office personnel and reviewed correspond-
ence files to determine what actions the State Office takes to resolve these
problems. They found the State Office has no written procedures to ensure
such problems are resolved. The State Office does inform local agencies of
problems and sometimes suggests specific actions for improvement. Although
documentation of efforts to improve poor-performing agencies is not always
complete in State files, it is clear that verbal and written requests for program
changes are sometimes ignored by local agencies. It is also clear that in several
cases problems have been allowed to linger for periods exceeding six months.

The clearest example of this problem involves a local agency that was
awarded its weatherization contract in August 1982. This agency is a joint
venture between two private non-profit corporations. The agency has exper-
ienced a number of problems. In 1982 its cost per house exceeded allowable
limits by over $500. In the first quarter of 1983 its expenditures were still $250



per home too high and it completed fewer homes than were planned. A
February 1983 on-site visit concluded that files on homes were incomplete, that
applications were not signed by applicants, and that there were no inventory
controls. State files indicate one reason for these problems is that the two
cooperating agencies have no clear procedure for making decisions. A legal
agreement between the two agencies was not signed as of July 13, 1983, despite
an understanding with the State Office that an agreement would be completed
in January.

Conclusion and Recommendations

In attempting to answer the question of whether or not the State Office
and local agencies can effectively use additional weatherization funds, the
auditors found conflicting evidence. On the negative side there are at least
five agencies the State Office has identified as having high costs or low
production, in addition to the three agencies which misused funds in recent
years. Although the State Office has shown it can act forcefully to resolve
issues involving misused funds, it has not been able to ensure that timely
improvements are made at the poor-performing agencies. At times suggestions
for improvements have been ignored by local agencies. In addition, in their
visits to three agencies the auditors found serious inventory control problems at
two agencies, poor quality work at some homes at one agency, and weatheriza-
tion materials missing from some homes at one agency.

Despite these serious problems, the auditors found many positive things
about the program. First, most of the agencies are within cost guidelines. In
calendar year 1982, all but three of the 14 agencies spent under the $1,000 per
home limit. Also, the auditors inspections of weatherized homes showed good
quality work was done at most of them. Other positive findings are that the
three visited agencies each had realistic plans for weatherizing more homes in
response to additional funding and some local administrators (particularly at
Wichita) demonstrated a strong desire to identify and resolve problems in: their
own programs.

The amount of funds being misused or inefficiently used cannot be
estimated based on the small number of agencies visited by the auditors.
However, it is clear some local agencies have serious problems that need to be
resolved quickly to ensure that weatherization funds are effectively used. One
encouraging factor is that progress toward solving quality of work and inventory
control problems can be made quickly through changes in State and local
procedures. Possible ways to address the problems include the following:

The State Office should develop formal written procedures to help
ensure that problems identified at local agencies are resolved quickly.
Among surrounding states, lowa and Oklahoma send letters to local
agencies when problems are identified in audits or inspections. These
letters specify required actions and specific time limits for resolving
problems. A similar procedure in Kansas would prevent unresolved
problems from lingering. The inventory and quality of work problems
identified by the auditors are examples of problems that could be
addressed by such procedures.




The State Office should conduct more frequent and complete on-site
visits. In calendar year 1982, the State Office generally visited local
agencies only once for one day, including visits to five homes. The
auditors findings at local agencies demonstrate that more extensive visits
are needed to identify quality of work and inventory problems. Including
more homes in on-site visits and a physical count of some inventory items
would provide better assurance that problems do not exist. Also, more
frequent on-site visits may allow earlier identification of serious problems
like those that recently resulted in the State Office requiring a local
agency to fire its weatherization staff. The State Office already plans to
hire three more people with federal funds to do more on-site visits.

The State Office should instruct local agencies to place more
emphasis on inspections of weatherized houses. All weatherized homes are
supposed to be inspected by local agencies. Yet the poor quality of work
and missing materials found by the auditors at visited agencies could not
have happened if adequate inspections were done. Improved inspections
by local agencies should be a top priority in the State Office's efforts to
improve the performance of local agencies.

Are The State's Policies Sound For Determining What
Weatherization Measures To Use On Each Home?

Current State policy is to cut general heat waste first (weatherstripping,
caulking, replacing broken windows, etc.), insulate attics second, and put on
storm windows third. These three measures are done in that order up to a limit
of $1,000 per home. It has been suggested that it might be better to do fewer
than all three steps to each home and consequently be able to do more homes.

- To answer this question, the auditors examined the costs and energy
savings of several options: the current State policy of doing all three steps, a
policy of only cutting general heat waste, and not insulating attics or installing
storm windows, and a compromise policy of cutting.general heat waste and
insulating attics, but not putting on storm windows. They found that although
far more homes could be weatherized if only the step of cutting general heat
waste was done, this option has several disadvantages and results in less energy
savings than the-other options. The current State policy of doing all three
applications saves the most energy per home, but it also covers the fewest
homes. The compromise policy of cutting heat waste and insulting attics, but
not installing storm windows, allows more homes to be completed than the
current State policy, and saves the most energy overall. The decision on which
option to use depends on whether the goal of doing more homes or saving the
most energy is the highest priority.

Data for this analysis came from United States Department of Energy
energy savings projections, from experts on energy savings at Kansas State
University and the Department of Energy, and from records on costs from the
three local agencies visited by the auditors. The data on costs and energy
savings are not precise. The condition of a house, for example, affects how
much it costs to weatherize it and how much money such steps will take, and



this condition will vary from house to house. Nevertheless, the cost and energy

savings data is precise enough to analyze the relative costs and benefits of
weatherization options.

As the figure below shows, the costs of the three weatherization steps
range from $207 to $284 per home, with attic insulation costing the most. If all
_ these steps were performed, as is often the case with current State policy, it

would cost $724 to weatherize the average home. This does not include State
or local administrative costs.

On the average, it costs this much to weatherize a home...

Cut General Install Insulate
Heat Waste storm The
t
(Caulk, etc) ¥ingows Attlc Cost 1 all
these are done
Cost: $207 Cost: $233 Cost: 84 = §720

On the average, these steps save this much In epergy costs In ten years..

Cut General Install Insulate
Heat Storm_ e Ten-year savings
Waste windows Attlc if all three
Ten-Year Ten-Year Yen-Year are done
Savings: Savings: Savings: $1,580 - $2390
$400 $410

The figure also shows the estimated. ten-year energy savings for each of
the three weatherization steps. The estimated savings for cutting general heat
waste and for installing storm windows are about the same. Attic insulation
saves far more energy per dollar spent than either of the other two applica-
tions. Over a ten-year period, attic insulation saves $5.60 for every dollar
spent, while general heat waste saves $1.90 and storm windows save $1.80 for
every dollar spent. These benefits are based on current costs and do not
consider the effects of inflation or interest rates over the ten-year period.

Cutting General Heat Waste and Not Taking the Other Steps Would Increase the
Number of Homes That Could Be Done, But This Option Has Numerous
Disadvantages

The figure on the next page shows that if the State were just to cut

general heat waste, about 15,600 homes could be done with the funds available
in calendar year 1983. The number of homes is at least twice as many as could
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be completed if additional weath- ,
erization steps were taken. This weatherization money for calendar year 1983 would allow
option would reduce the amount work on sbout this meny homes_.

of time to complete the remain-
ing 100,000 homes that qualify for
weatherization to about six years Cut General Heat Waste Only
if the same level of effort could 15,666 Homes

be maintained for the full period.
However, the energy these 15,600
homes weatherized annually
would save over 10 years is only Cut Heat Waste
$6.3 million. As the second part And Insulate Attics
of the figure shows, the energy 7,833 Homes
savings is much higher when one

or more weatherization steps are

Heat ¥aste,
added. Thus, although the most Insulate, and
homes can be treated by only cut- Storm windows
ting general heat waste, the 5,600 Homes
energy savings would be much
lower.

For each of these options, the ten—year energy savings would
In addition to saving less be apout this much...

energy, there are other disadvan-
tages to this option. First, since Cut Heat waste
the cost of paperwork, inspec- Only
tions, and travel for each house $ 63 Million

would remain about the same, the
auditors calculated that such lo-
cal administrative costs would be

25 percent of total costs, com- Cut Hest Waste end Insulate Attics
pared to 10 percent if all three

weatherization steps were taken. $ 155 Mililon
Second, the benefits of general

heat waste applications are much

less certain than other steps. For , )
example, caulking a window may Cut Heat Waste, Insulate Attics, and
save a lot or a little energy, de- And Storm Windows
pending on how badly air was $ 13.4 Million

leaking before. -But the benefits

of adding insulation to an attic

are relatively certain. Third, it is possible that local agencies could not handle
the administrative burden of trying to weatherize three times more homes.
without increasing the kinds of management problems identified earlier in the
audit.

Cutting General Heat Waste And Insulating Attics (but Not Installing Storm
Windows) Appears to Be the Best Option for Combining Energy Savings with
Weatherizing a Greater Number of Homes

The figure shows that if the State were to cut general heat waste and

insulate attics, but not install storm windows, 7,800 homes could be done each
year as compared to 5,600 homes if storm windows are included. Under this

11.



option, the remaining homes could be weatherized in 13 years. If storm
windows are added, it would take 18 years to do the job. Although the energy
savings per home are less than the energy savings when storm windows are also
added, the overall benefits are higher without the storm windows because of the
increased number of homes weatherized. As the figure on the previous page
shows, the benefits over ten years without storm windows are $15.5 milllion
compared to $13.4 million using storm windows.

Wichita already uses this approach to weatherization. The city attempts
to do a better job caulking and sealing existing windows than it would if storm
windows were added. Occasionally the agency rebuilds a badly fitting window
frame. Despite this extra effort, Wichita spent only $520 per home in 1982
compared to a statewide average of $800. Although some of the lower costs
can be attributed to lower travel (other agencies cover multi-county areas), the
lack of storm windows is a important factor in Wichita's low cost. Wichita was
also able to do proportionately more homes in 1982 (15.1 percent of all homes
done Statewide) than its share of weatherization funds (13.3 percent).

Conclusion

At present, the State's focus is toward doing all three weatherization
steps. This focus clearly saves the most money per house, but the money
required for all three steps means that the savings are spread among fewer
houses. If the Legislature or the Department of Social and Rehabilitation
Services decided to place a higher priority on weatherizing more homes by not
weatherizing them quite as thoroughly, the option of cutting general heat waste
and insulating attics has definite merit.

12,



APPENDIX

WEATHERIZATION SUBGRANTEES - KANSAS 1983

1982 Homes Weatherized
Weatherization Subgrantees Costs in 1982

1. Northwest Kansas Planning and $ 181,855 215
Development Commission .

2. Greater Southwest Regional Planning 9L, 484 113
Commission

3. Chikaskia and Indian Hills Assoc. of 175,204 217

. Local Governments ‘
L4, North Central Regional Planning : 296,870 ‘ L3l
. Commission v

Sa. South Central Kansas Economic Develop- )
ment District

5b. South Central Kansas Economic Develop- 285’787 ' 396
ment District

6. Wichita Division of Energy Resources 283,717 - 546

7. City of Manhattan (no longer operating) 38,573 93

8. University for Man/Humane Dimensional, Inc. 43,079

9. Mid-Kansas Community Action Program 121,156 163

10. Northeast Kansas Community Action 159,953 141
Program

I1. Shawnee County Community Assistance 113,316 205

, and Action

12. East Central Kansas Economic Oppor- 164,609 220
tunity Corporation

13. Southeast Kansas Community Action 668,416 673
Program

14, Economic Opportunity Foundation 211,621 124

15. Johnson County Office of Human Resources 51,211 72
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Dear Mr. Williams:

We have reviewed the draft performance audit of the Department of
Social and Rehabilitation Services, State Economic Opportunity Office
Weatherization Program. This letter contains our comments about the
audit.

In general, I am pleased that Legislative Post Audit reviewed the
Weatherization Program as your audit will help us focus on those parts
of the Weatherization Program that need improvement. We are always
interested in constructive criticism which will help us upgrade our
programs.

We also appreciate the many positive comments contained in the audit.
Like you, we feel that most of the weatherization work done by the

local agencies is of good quality. Moreover, your documentation of
savings of $239 per year for an average home that cost $724 to weatherize
points up an excellent payback of 3.1 years; certainly a wise investment
of public funds.

More specifically we will direct our comments to the three recommendations
listed on pages 8 and 9 of the audit. We concur with the first recom-
mendation that the State Office should develop written procedures to

help ensure that problems found at the local agencies are resolved quickly.
As your audit pointed out, at times the recommendations made by the State
Office to local agencies are disregarded or not acted upon expeditiously.
We are now working on developing formal written procedures which will
speak to the issues raised in the audit. Current plans call for these
written procedures to be distributed to local agencies and to be in
operation by October 1, 1983. During the development of these procedures,
we will ask Iowa and Oklahoma for a copy of the procedures which they use.
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We also concur with the second recommendation that the State Office do
more frequent and complete on-site monitoring. Presently, one person
of the three person State Office staff is responsible for on-site
monitoring for the whole state. There are and have been federal funds
for hiring more monitoring staff. However, none have been hired be-
cause of the staff limits on Social and Rehabilitation Services. As
discovered by the audit, in the past three years more than $233,000 of
federal funds that could have been used for hiring monitors has been
reprogrammed for weatherizing additional homes.

We are hopeful that our request to the Governor's office for additional
monitors, requested as Special Project Workers, will be approved.

With more monitors, we could more ably address the local agency purchasing,
inventory and quality control problems identified in the audit. It is
obvious that tighter controls are necessary and that local agencies need
to be brought into line with applicable federal regulations contained in
OMB Circular A-102, A-110 and elsewhere. We will share with you our
increased monitoring plans and the additional guidance we will provide
local agencies concerning purchasing and inventory control issues.

With regard to the specific problems the audit found at the three local
agencies, we will follow up on them and make sure the problems are recti-
fied. We will, of course, monitor all other local agencies on these same
areas and make sure that they have adequate purchasing and inventory con-
trol procedures. Additionally, we will monitor the work of the other two
contractors that South Central Kansas Economic Development District (SCKEDD)
uses to assure that the problems found by the audit with SCKEDD's newest
contractor are not also present with their more experienced contractors.

Lastly concerning the current monitoring practices, let me point out that
the State Office made two visits at six month intervals to each local
agency in 1982 which included visits to a total of ten homes. Moreover,
each agency was visited at least once to monitor their conduct of the
OPERATION VOLUNTEER project in September, 1982,

The third recommendation of the audit, that more emphasis be placed on
pre-inspections and post-inspections of weatherized homes, is one we
partially agree with but feel we already do. The problems the audit identi-
fied with inspections originate less from the lack of emphasis and more

from a misguided sense of agency and/or personal loyalty on the part of

some inspectors.

Since inspectors at the local agency are employees of that agency, they
know the other individuals who do the actual weatherization work. There
may be at times a reluctance by some inspectors to criticize the work of
their compatriots or of their agency. '
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The State Office has placed a lot of emphasis on inspections at the ten
training sessions held during the past three years. All inspectors were
also trained in the Kansas Corporation Commission's Audit for Conser-
vation Today (ACT) methods. The State Office has instructed local
agencies at other training sessions on common inspection mistakes and
has advised that inspectors themselves be spotchecked by the local
weatherization directors to ensure that they are accurately and com-
pletely doing their inspectiomns.

For these reasons, we feel that the State Office has already placed a
great deal of. emphasis on inspections. The problem identified in the
audit would then seem not to be one of emphasis but rather something
else.

We feel that the real problem is one of a misguided sense of personal
and/or agency loyalty as suggested above. We are presently working

with the regional Department of Energy Office in Kansas City on this
matter as this problem appears to be within the Weatherization Programs
of other states as well. We believe that State Office inspections of

a larger, randomly selected number of local agency homes will resolve
this issue of misguided loyalty. We also plan to develop a questionnaire
which will provide each client with the opportunity to express his obser-
vations about the quality and completeness of the weatherization work
done on his home.

The last item I would like to address concerns the conclusion on page 12
which states: "If the Legislature or the Department of Social and
Rehabilitation Services decided to place a higher priority on weatherizing
more homes by not weatherizing them quite as thoroughly, the option of
cutting general heat waste and insulating attics has a definite merit."
The discussion leading to that conclusion points out that perhaps storm
windows could be eliminated as a weatherization measure with the primary
windows receiving more caulking and weatherstripping instead.

Basically, we believe that more study on this proposal is warranted before
reaching a decision. There are some procedural as well as technical
problems should there be the move to eliminate storm windows. The pro-
cedural and technical problems are these:

1. The Kansas Weatherization Plan on file with the Department of Energy
commits the state to utilizing storm windows.

2. Conversation with the Department of Energy indicates that there is
no state in the country that does not utilize storm windows. Should
Kansas, therefore try to amend its Weatherization State Plan with
DOE by eliminating storm windows, it is not certain that DOE would
accede to that request. ’

3. Since DOE regulations specify that once a home has been weatherized
it cannot be re-weatherized later, it would not be possible to add
storm windows at a later date should we want to change the policy.
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4, Clients of the Weatherization Program are strongly in favor of
storm windows and there might be negative repercussions from
them should storm windows be dropped as a weatherization measure,
specifically since storm windows have been used so extensively
during the past five years. Wichita has been criticized at
the Public Hearing on the State Weatherization Plan for not
using storm windows.

5. In many cases, it is less costly and more effective to install
storm windows than to apply the more labor intensive caulk and
weatherstripping. On some of the very old houses which low in-
come persons tend to live in, the primary windows just do not fit
right and storm windows are more effective at stopping air infil-
tration than any amount of caulk or weatherstrip or trying to
rebuild the window frame.

In conclusion, I would like to reiterate my thanks that Legislative Post
Audit has performed this audit on the Kansas Weatherization Program.

The report documents the worthwhileness of the program and indicates
several ways that it can be made more efficient. We intend to tighten
controls along the lines recommended in the audit.

Sincerely,

Robert C. Harder
Secretary, SRS

RCH:KJM: smp



