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Appendix B 

AUDIT METHODOLOGY 

This audit was conducted in accordance with generally accepted government auditing 
standards and with the audit standards promulgated by the Office of the Auditor General at 74 
Ill. Adm. Code 420.310.  The audit’s objectives are contained in Senate Resolution 102 (see 
Appendix A), which asks that the Auditor General conduct a management audit of the State’s 
Business Enterprise Program and the Illinois Department of Transportation’s certification of 
businesses as DBEs through the IL UCP.  The following is an overview of the methodology used 
in the audit. 

We reviewed applicable statutes and policies and procedures at CMS and IDOT.  We also 
assessed management controls related to the audit’s objectives and conducted a risk assessment 
to identify areas that needed closer examination.  Any significant weaknesses in those controls 
are included in this report. 

We met with officials from the Central Management Services (CMS), the Illinois 
Department of Transportation (IDOT), and the Federal Highway Administration (FHWA).  We 
also examined personnel files for individuals with each program that are involved with 
certification.  We reviewed the files to determine if staff responsible for program certification 
has received adequate training, as is required by the Resolution. 

File Sampling 

We selected 50 certification files to review at both IDOT and CMS in order to assess 
whether the certification and recertification procedures were being followed, whether required 
documentation is being collected, whether there is evidence that information is being verified, 
and whether there have been any enforcement actions taken against the firms.  The 50 vendor 
files were judgmentally selected by blocking certain characteristics in order to isolate 
populations and risks.  By dividing the population into blocks we attempt to control for several 
factors including:  whether the vendor is actively contracting with the State and the amount of 
activity (dollars and contracts), the type of certification the vendor received (Minority, Female, 
or Persons With Disabilities), and the type of work the vendor is involved in (e.g., trucking).   

CMS’s BEP Certification File Sampling Methodology 

We selected 50 BEP files for vendors awarded prime contract dollars for the period July 
1, 2004 through January 31, 2006.  CMS was only able to provide information regarding prime 
contract dollars paid by State agencies to a BEP certified vendor.  CMS was unable to provide 
the dollar amount received by BEP vendors acting in a subcontractor capacity. 

Ten of the 50 files we sampled were vendors that received contract dollars from State 
agencies that were certified by two private associations in the State.  CMS accepts certifications 
from private associations in which the vendors pay a fee to become certified.  These vendors 
accounted for over $58 million, or 33.6 percent, of total prime contractor dollars for the period 

 89



MANAGEMENT AUDIT: CMS’ BUSINESS ENTERPRISE AND IDOT’S DISADVANTAGED BUSINESS ENTERPRISE PROGRAMS 
 

we reviewed.  Testing for these cases was effected by the fact that CMS maintains a limited file 
for each of these vendors.   

We did not sample not-for-profits or workshops for the disabled (State Use Program) 
because these vendors are not certified using process as other BEP vendors.  These vendors are 
certified through the State Use Program (30 ILCS 500 sec. 45-35). 

IDOT’s DBE Certification File Sampling Methodology 

We selected 50 IDOT certified DBE vendors awarded IDOT prime and subcontractor 
contract dollars during the period of July 1, 2004 through January 31, 2006.  We did not sample 
vendors certified by other IL UCP members due to the fact that the files of DBEs certified by 
other IL UCP members are located at the offices of the other certifying members (not at IDOT).  
These vendors account for approximately 10 percent of IDOT DBE contract dollars.   

Other States Comparisons 

We surveyed other states to review their program requirements and results.  We contacted 
states that were contiguous to Illinois.  States contacted included Missouri, Iowa, Wisconsin, 
Indiana, and Kentucky. 
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Recommendations and Status
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SUMMARY OF IDOT’s BUREAU OF ACCOUNTING AND AUDITING  

AUDIT OF THE BUREAU OF SMALL BUSINESS ENTERPRISES’  
DBE CERTIFICATION PROGRAM 

RECOMMENDATIONS, RESPONSES, AND STATUS 

RECOMMENDATION 
IDOT SMALL BUSINESS 

ENTERPRISES’ RESPONSE 
Status  

(as of March 2006) 

1 
The certification analysts 
should be provided with 
adequate training. 

Agreed. Have had training 
through the FHWA in the past 
and are working on expanding 
training modules to include 
investigative and financial 
review 

According to IDOT officials, DBE 
certification staff have received 
training from the FHWA.  However, 
IDOT could not provide 
documentation of training such as 
sign-in sheets.  In addition, we did not 
find evidence of training in the 
personnel files. 

2 

The Bureau of Small 
Business Enterprises must 
implement a system of 
quality assurance and 
control that assures 
documentation of proper 
supervisory review. 

Agreed. Their current 
procedures include supervisory 
review but they will re-evaluate 
their processes to ensure 
compliance. 

The Bureau is still using the same 
process.  The supervisory review 
process has not changed with the 
exception of an audit comment sheet. 

3 

The Bureau should develop 
work papers that clearly 
document that the analysis 
was performed to the 
standards set forth in the 
regulations. 

Agreed. They will develop 
appropriate worksheets in order 
to provide proper 
documentation that a thorough, 
detailed, and complete review 
was conducted. 

An audit comments page has been 
developed, however, no new 
worksheets have been developed. 

4 

Incorporate a Procedures 
Program into the 
certification process that 
includes a checklist of tasks 
for the analyst to complete. 

Disagreed. No such finding in 
the FHWA review. They will 
consider using DBE 
Certification Procedures 
Review forms. 

N/A, Disagreed. 

5 

Certification documentation 
should be separated and 
indexed by type and 
category.  No Change 
Affidavit information 
should be separated by 
year. 

Agreed. They will develop 
policies and procedures to 
address the concerns about file 
maintenance issues. 

An ex-IDOT employee that was with 
the Bureau prior to the July 1, 2004 
reorganization was rehired.  She is 
working to update the policies and 
procedures.  In February 2006, Bureau 
of Small Business Enterprise officials 
provided us with certification 
procedures dated 2003 on the cover 
page.  However, it is not clear whether 
these procedures were finalized or 
adopted. 

6 

The Bureau should develop 
up to date policies and 
procedures in order to 
comply with IL UCP and 
federal guidelines. 

Agreed. They will compile all 
IL UCP and CFRs 
documentation and incorporate 
it into the current SBE 
Policy/Procedure Manual. 

See #5 above for status. 
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7 

The Bureau should perform 
new certifications on all 
DBE firms certified by 
IDOT in order to ensure the 
integrity of the DBE 
certification process. 

Disagreed. The integrity of the 
certification process has been 
thoroughly maintained.  It 
would prove to be inefficient 
and cumbersome to the SBE 
process to initiate an across the 
board certification process for 
all firms and would place an 
undue hardship and burden on 
the DBE firms within our 
program. 

N/A, Disagreed. 

8 
The Bureau should obtain 
the critical information that 
is missing from the files. 

Agreed. The Bureau’s 
immediate attention will go 
toward securing the required 
documents. 

We found that files are still missing 
critical information. 

9 

The Bureau should 
incorporate a list of 
certification programs and 
worksheets into the 
certification process. 

Agreed. They will consider 
implementing documents into 
the certification process. 

An audit comments page has been 
developed, however, no new 
worksheets have been developed.  
According to IDOT, IL UCP 
participant agencies reviewed the new 
programs and worksheets and 
concluded the forms were not 
necessary. 

Source:  IDOT August 2005 Bureau of Accounting and Auditing, Audit of DBE Certification Program and 
OAG follow-up. 
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APPENDIX E 
Illinois Department of Transportation’s Response 
 
 
 
 
 

Note: This Appendix contains the complete written responses of the Illinois 
Department of Transportation.  The Appendix contains Auditor Comments to 
portions of the Department’s response.  When Auditor Comments are included, 
the Department’s responses appear on the left-hand pages and the Auditor 
Comments appear on the right-hand pages.    
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Auditor Comments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

No Auditor Comments have been included for this page.
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Auditor Comments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Auditor Comment 1:  Auditors gained an understanding of the Northern Contracting case as part 
of the historic context of the DBE program in Illinois.  The auditors did not question the DBE 
program, its goals, or methodology.  Discussions with IDOT officials focused on the FHWA’s 
approval of the goal setting methodology and the FHWA’s concerns regarding IDOT’s August 
2005 letting.                                                                                                                                                                          

 
 
 

         #1 
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No Auditor Comments have been included for this page.
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Auditor Comments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

No Auditor Comments have been included for this page.
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Auditor Comments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

No Auditor Comments have been included for this page. 
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Auditor Comments 
 
 
Auditor Comment 2:  This finding was not developed by IDOT auditors.  This finding was 
developed by OAG auditors upon their review of 50 IDOT DBE certification files.   
 
Auditor Comment 3:  While the Department does not concur with the OAG’s missing 
documentation finding in this report, the Department did concur with a similar finding in IDOT’s 
August 2005 audit of its DBE certification process.  That audit similarly concluded that “. . . 
certification files were absent critical information necessary for the certification process.”  The 
IDOT audit report then goes on to list the “missing Required Eligibility Decision Documentation” 
for 24 cases.  Documentation cited as missing included items similar to those identified as 
missing by OAG auditors, such as tax returns, financial statements, and bank resolutions.  IDOT 
agreed with the IDOT auditors’ recommendation to improve certification file documentation 
noting that it “will focus its immediate attention on securing the required documents cited prior to 
performing any new certification renewals on the identified firms . . . .” 

 
        #2 

 

 
        #3 

  
Auditor Comment 4:  The exceptions developed by OAG auditors were based on testing 
compliance with policies and application documentation requirements established by IDOT.  
Regarding ethnicity, certification procedures state:  

 
 
 
 
 
 
 
 
 
 

        #4 
 
 
 
 
 
 
 
 

 
“Ethnicity should be resolved early.  In cases where the ethnicity status cannot be 
determined, additional documentation is required.  Copies of two or more documents 
evidencing ethnicity are necessary. . . .” (emphasis added)  
 

In one of the cases cited by IDOT, the only documentary evidence in the case file of the 
applicant’s ethnicity was a picture of an individual standing by a truck, with his name typed 
below the picture.  The auditors questioned whether the picture provided sufficient evidence 
(such as whether the person in the picture was actually the person making the application), and, 
therefore, concluded that pursuant to IDOT requirements, additional evidence should have been 
obtained. 
 
In another case, the only evidence of ethnicity was a birth certificate – not of the applicant, but of 
the applicant’s father.  No other documentation, such as a driver’s license, baptismal certificate, 
etc. for the applicant was found in the file.  Again, the auditors questioned whether this provided 
sufficient evidence (the applicant could be adopted, could be from a prior marriage, etc.) and 
concluded that pursuant to IDOT requirements, additional evidence should have been obtained.     
 
The auditors do not dispute that on-site interviews, or site visits, are an effective certification tool.  
However, IDOT certification requirements specify that applicants are required to submit adequate 
documentary evidence of ethnicity, and in the cases cited, such documents were not submitted.   
 
Auditor Comment 5:  The OAG did not include missing PNWs as an exception if the No 
Change Affidavit preceded late 2003.   

 
 
 

        #5 
 
 
 

 115





Auditor Comments 
 
Auditor Comment 6:  The example cited by IDOT is a fictional example, and is not an 
exception cited in the audit report.  The example cited by IDOT would not have been counted as 
an exception by the auditors.  As an example of one of the exceptions cited by OAG auditors, the 
eligibility decision was rendered by IDOT on May 11, 2004; the most recent corporate tax 
information in the file at that time was from 2001.  Tax information from at least 2002, and 
possibly 2003, should have been available to the Department at the time the eligibility decision 
was made.   
 
 
 
 
 
 
Auditor Comment 7:  Per IL UCP Certification Procedures and IDOT’s 2003 policies and 
procedures both bank signature cards and bank resolutions are required for corporations. 

 
 
 
 

        #7 
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No Auditor Comments have been included for this page.
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No Auditor Comments have been included for this page.
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Auditor Comments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Auditor Comment 8:  As stated in the audit report, the auditors initially identified items that 
raised questions concerning the eligibility in cases reviewed based on documentation in 
IDOT’s certification files. 
 
Auditor Comment 9:  IDOT may not remove a DBE's eligibility without following the 
procedures set forth in federal regulations (see 49 CFR 26.87).  These procedures are designed to 
ensure that currently-certified firms are given written notice of IDOT's determination that there is 
reasonable cause to believe a firm is not eligible to participate in the DBE program, along with 
IDOT's evidence supporting that determination.  No such determination may be made by IDOT 
without giving the firm an opportunity for hearing and a chance to respond. 
 
Auditor Comment  10:  Throughout this engagement, the auditors cautioned IDOT of its 
responsibility to identify for the auditors any and all confidential information so that it could be 
handled appropriately.  We do not agree with IDOT that the names of DBE firms are confidential; 
to the contrary, federal regulations require IDOT to "make available to interested persons a 
directory identifying all firms eligible to participate as DBEs. . ." 49 CFR 26.31.  However, the 
auditors do agree with IDOT that the name of a DBE, in conjunction with information obtained 
by the auditors from the applicant's certification file, would be confidential and we have taken 
appropriate steps to maintain such information in a confidential manner.  Further, we have 
removed such confidential information from the response submitted by IDOT for publication in 
this audit report.   

 
        #8 

 

 
        #9 

 

 
       #10 
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       #11 

 
Auditor Comments 

 
Auditor Comment 11:  We appreciate the Department's trust of our process which, in over 30 
years of operation, has never resulted in the release by our Office of information that is 
confidential by or pursuant to law. 

 
       #12 

  
Auditor Comment 12:  The auditors removed confidential information from the response 
submitted by IDOT for publication in this audit report.  
 
 
 
 
 
Auditor Comment 13:  The text cited by IDOT in its response was revised subsequent to our 
exit conference.  A revised draft was provide to the Department prior to its submission of its 
formal responses. 

 
       #13 

  
 
Auditor Comment 14:  The report acknowledges that IDOT had followed up on eligibility issues 
in most cases.  

 
 

       #14 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
Auditor Comment 15:  Auditors initially raised questions concerning this case.  However, 
auditors concluded that IDOT was diligent in following up on ownership and controls issues.   

 
 
 
 
 
 

       #15 
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No Auditor Comments have been included for this page. 
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Auditor Comments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

No Auditor Comments have been included for this page. 
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