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Management Audit
STATE HOUSING BENEFITS

The State provided 434 residential housing benefits to both employees and
non-employees during Fiscal Year 1993. Of the 388 houses owned by the
State, 252 were assigned to employees; the remainder were rented to non-
employees. In addition, agencies provided 27 housing allowances and had 19
leases for employee housing.

® The rent on State-owned employee housing was nominal, commonly
no more than $40 per month, including utilities.

® Many employees lived in State-owned houses as a condition of
employment (e.g., security purposes); therefore, the value of their
housing was not included in compensation.

® The process of selecting tenants for State-owned housing was informal
and undocumented. The four agencies with most of the employee .
housing did not have application forms, written criteria for selecting
tenants, or written decisions on who should get housing.

® While some agencies had developed brief housing policies, there was
a lack of statewide housing laws or policies to guide agencies. The
General Assembly may wish to consider establishing a State policy to
clarify the purpose of housing, guide its administration, and make
housing benefits consistent among agencies.

RECYCLED PAPER - SOYBEAN INKS




Senate Joint Resolution Number 21,
adopted on May 26, 1993, directed the
Auditor General to conduct a
management audit of State housing
benefits. As shown in Digest Exhibit 1,
the State provided residential housing to
both employees and non-employees
during Fiscal Year 1993.

38 agencies provided 434 housing

benefits:

® 252 State-owned employee
housing

® 136 State-owned housing rented to
non-employees

® 27 housing allowances, or
reimbursements pursuant to travel
regulations

® 19 leased residential housing

The rent on State-owned employee
housing was nominal. It was commonly
no more than $40 per month, including
utilities. No security deposit was
required.

The process of selecting tenants for
State-owned housing was informal and

- undocumented. The four agencies with
most of the employee housing did not
have application forms, written criteria
for selecting tenants, or written decisions
on who should get housing.

iii

Many employees who lived in State-
owned houses were required to do so as
a condition of their employment;
therefore, the value of their housing was
not included in compensation.

Some agencies had developed brief
housing policies, but there was a lack of
statewide laws or policies on housing to
guide agencies. Large states have
established a statewide housing law or
policy. The General Assembly may wish
to consider establishing a State housing
policy to clarify the purpose of State
housing, guide administrative matters,

-and make housing benefits consistent

from agency to agency. (pp. 1-2, 24-25)

The State’s housing benefits included
allowances, rent-free houses, and low rent
houses (Digest Exhibit 2). The State
frequently became the owner of residential
houses (e.g., houses, apartments, mobile
homes, dormitory rooms) when it obtained
real estate that already had a house on it.
In a few instances housing was constructed
(e.g., correctional guard dormitory).

Some agencies acquired houses through
life estates and gifts.

Some agencies had statutory authority to
provide housing. Site security was a
common reason for providing employee
housing. In addition, the elected
Constitutional Officers were required by
the Constitution to maintain a residence in
Springfield and were authorized by the
State Finance Act to receive paid housing.
State travel regulations also allowed
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reimbursement to authorized personnel
who lived in employee-controlled housing.

Although the reasons for providing
housing may be compelling, the adequacy
of agencies’ justification can best be
evaluated if the State establishes objectives
for providing State-owned housing and
criteria for determining when housing is
necessary. Digest Exhibit 3 highlights
State housing. (pp. 5-7)

® Highest reported market value
house — University of Illinois
(President): $4,182,700. It
was also the highest cost
house. -

Highest annual rent house —

Department of Transportation
(non-employee): $21,600.

Largest house: Governor’s
Mansion at 45,120 square feet.

Newest houses were 2 years
old and belonged to the
Department of Conservation
and the Historic Preservation
Agency.

Although 38 State agencies provided 434
residential housing benefits in Fiscal Year
1993, there was no statewide law or policy
to guide agencies or to establish the
parameters on State housing. The only

statewide guidance were regulations for
travel-related reimbursements.

Many other states have addressed
residential housing. Large states, such as
California, Florida, Michigan, New
Jersey, and Pennsylvania, have a statewide
housing law or policy.

One method of addressing this is to enact a
law that sets forth the State’s housing
policy. "A statutory policy could clarify
the purpose of State housing, guide
administrative matters, and make housing
benefits consistent from agency to agency.
Presently, broader issues are not
addressed, such as when is State housing
necessary, how it should be managed, and
what should be the relationship between
employee housing and compensation. (pp.
2, 21-26)

MATTER FOR CONSIDERATION
BY THE GENERAL ASSEMBLY

The General Assembly may wish to establish
a State housing policy that provides guidance
to all agencies. The policy may address the
Sollowing:

® purpose of State-owned housing

® procedure for selecting tenants

® amount to charge for rent, utilities, and
security deposit ‘

® factors that would make housing a
condition of employment ‘

® language to include in lease contracts,
especially to protect the State from
liability -

® criteria for determining which housing
was essential and which could be sold or
leased.




 State agencies had not changed employees’
housing rent for many years. The
Department of Conservation increased. its
monthly rent for employees who provide -
security to $100 in Fiscal Year 1994; it
“was last revised in 1980. The H1stonc

Preservation Agency changed rent on most -
properties prior to 1979. The Department |

of Transportation had not changed rent on
six houses for five years and did not
provide the date when rent last changed
for four additional houses.
of llinois did not provide the date when
rent last changed for 35 of its.52 State-
owned houses; rent on the remammg 17
houses changed since 1991.

RENT charged by the four agencies with
the most employee housing was nominal:

~ ® Department of Conservation’s rent for
employees living in security housing -

‘was $40 per month regardless of the |

house’s age, size, condition, or .
location. Non-employee rent was
. between $40 and $200 per month.

® Department of Corrections’ rent was -
$27 per month for guard dormitory
rooms and up to $120 per month for
some employee houses. No housmg
was prov1ded to non- employees

e Historic Preservation Agency’s

employee housing rent was $40 per

month regardless of the house’s age,
size, condition, or location. Non--.
employee rent was between $25 and
-$300 per month.

The University

vi

® University of Illinois’ employee
housing rent was between $0 and $300
per month. ' Non-employees’ monthly
rent varied between $0 and $425.
Officials said $0 rent was for houses
and farm land leased as a package and
the University received a share of crop
revenue from these leases

SECURITY DEPOSITS are commonly :
required of tenants in the private sector.
However, the Department of Conservation,
Department of Corrections, and Historic
Preservation. Agency did not require
employees to pay. secunty deposits. The
University of Illinois required a damage
deposit of one month’s rent for some
housmg

UTILITIES of State-owned employee
houses were paid by the Department of
Conservation, Department of Corrections,
and Historic Preservation Agency. The
Umvers1ty of Illinois paid utilities for 10
of its 26 employee housing; some
employees who! pa1d ut1]1t1es pa1d no rent.

(pp. 31- 40)

When the value of State residential housing
is not properly added to employees’ salary,
the State loses tax revenue. Only two
universities reported adding housing
benefits to employees’ salary (e.g., for
chancellors’ ‘and pres1dents ‘housing -
allowance of $15 OOO and $18 OOO per
year).

The results of our survey ‘questionnaire
1nd1cated that some agenc1es prov1ded ‘




housing for employees without
implementing adequate procedures to
determine if such housing was subject to
taxation. Federal statutes have established
criteria to determine when housing is
exempt from taxation and court decisions
provide further guidance. (pp. 26-28)

Agencies’ selection of tenants for State-
owned residential housing was informal
and undocumented. The four agencies that
provided the most houses to employees
lacked application forms for requesting
housing, written criteria for selecting
tenants, and written records of their
decision on who should get housing.

Twenty-two agencies had 388 State-owned
residential housing. About two-thirds of
the housing (252) was for employees and
one-third (136) was for non-employees.
Agencies were unable to provide complete
information on the value of houses (e.g.,
market value of some State-owned houses
was estimated, unavailable, or not recent).
Furthermore, cost data was not always
complete (Digest Exhibit 4).

The reason why employees were required
to live in State housing was not set forth in
writing. In addition, agencies did not
detail the particular responsibilities that
these employees would be carrying out by
living in the house. State agencies could
have established written criteria, which if
met, would document that it was essential
for an employee to reside in that State
house.

A formaﬁzed application and selection
process can improve determining whether

Total value for 222 houses with
available data was $20,302,581
Median value of State-owned
houses was $42,000

Monthly rent was less than

$100 for 247 of 388 State-
owned houses (64 %)

Total rent was $552,920
Total cost for utilities,
maintenance, and capital
expenditures for 341 houses
with available data was
$1,057,513

there is a significant need for the State to
provide low rent housing, strengthen
controls, make the process more objective,
and ensure that decisions are adequately
documented. (pp. 9, 41-46)

This report makes ten recommendations to
agencies on matters related to State
housing. The agencies that responded
generally agreed with the
recommendations. Appendix F has their
written comments.

WILLIAM G. HOLLAND
Auditor General

WGH\AD
Springfield
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The General Assembly adopted Senate Joint Resolution Number.21 on May
26, 1993 directing the Auditor General to conduct a management audit of State
housing benefits. The Resolution contains five determinations that essentially ask the
following (see Appendix A):

1. Whether State agencies, including universities and university-related
organizations, that provide housing benefits (house, reimbursement,
allowance, or other subsidies) to State officers and employees have
policies and guidance for determining who is eligible to receive housing
benefits, how such benefits are allocated, and what compensation values
should be assigned to such benefits.

2. ‘Whether State agencies that provide housing benefits account for such
in officers’ and employees’ compensation and whether such treatment is
‘uniform and consistent throughout the agency.

3. Whether State agencies have adequate justification for providing
housing benefits. : :

4, Whether changes in policies or statutes are necessary“to better guide
State practices in providing housing benefits.

5. Whether State-owned housing is provided to non-employees, whether
policies govern the allocation and use of such housing, and whether
such allocation is adequately justified.

The State of Illinois provided residential housing to both employees and
non-employees during Fiscal Year 1993. A total of 38 agencies offered 434
housing benefits. These housing benefits included allowances, rent-free houses,
and low-rent houses. The estimated market value of the 222 State-owned houses
for which data was available exceeded $20 million. The revenue for all rented
houses was $552,920. The cost of utilities, maintenance, and capital expenditures
for 341 of 388 State-owned houses with available data was $1,057,513.
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The rent on State-owned employee housing was nominal. Employees
commonly paid no more than $40 per month in rent, received free utilities, and
paid no security deposit. Some elected Constitutional Officers allowance
included furniture and general mamtenance (e.g., lawn care, snow removal).
This audit disclosed that the process of selecting tenants: for State-owned housing
was informal and undocumented:

® The four agencies with most of the employee houSing llid not have
application forms for requesting housing, writtenj criteria for selecting
tenants, or written records of the decision on who shduld get housing.

® Agencies did not document why employees had to llve in certain State
housmg and what their spec1fic respons1b111t1es were at the houses.

® Monitoring over State-owned housing, mcludmg determmmg if employees -
required to live at the work site were present was generally not ’
documented. ‘ :

Many employees who lived in State-owned houses were required to do so
as a condltlon of their employment. Therefore, the value of their housing benefit
was not included in compensation. The only employees whose housing benefits
were reportedly included in compensation were five employees who received a
cash housing allowance ‘

Some agencies had developed brief housing policies, bnt there was a lack
of statewide laws or policies on housing to guide agencies. Therefore, this audit
presents a matter for the General Assembly S consnderatlon to establish a State
housing policy.

The State pohcy could specnfy the purpose of State-owned housing, when
housing is essential, and procedures for selecting tenants. The policy could also
provide guidance on what rent to charge, when to provide free utilities, whether
to require security deposits, and what language to include in ‘housmg contracts.
Large states, such as California, Florida, Michigan, New Jersey, and
Pennsylvama, have establlshed a statew1de housmg law or pohcy

i . i i ! i

The State’s housing benefits included allowances, ‘r‘ent‘-free houses, and low
rent houses. Residential housing was commonly‘offered to gain site security or to
earn revenue on houses that would have been vacant. During Fiscal Year 1993, a
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total of 38 State agencies offered 434 housing benefits (e.g., houses, apartments,
mobile homes, dormitory rooms). They consisted of the following:

® 252 State-owned housing provided to employees
® 136 State-owned hbusing rented to non-employees

® 27 housing allowances to employees for renting housing or for reimbursing

employees pursuant to travel regulations concerning employee-controlled
housing

® 19 leased residential housing for State employees

Exhibit 1-1 shows agencies’ allowances, State-owned employee housing, State-
owned non-employee housing, and non-State owned (leased) housing. The agencies
with the most housing were the Department of Conservation (150 housing benefits),
Department of Corrections (62), Department of Transportation (56), University of
Illinois (56), University of Illinois Foundation (17), and Historic Preservation Agency
(16). Since they accounted for about 80 percent of the State’s housing, this report
focuses on these agencies. ‘
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Some State agencies had a
statutory basis for providing housing.
The Department of Conservatlon
Historic Preservation Agency,
Department of Military Affairs,
Southern Illinois University, Department
of Transportation, and University of
Illinois had authority in their statutes.
The elected Constitutional Officers had
authority in the State Finance Act.

Additionally, administrative rules
(State travel regulations) allowed
reimbursement to authorized personnel
who lived in employee-controlled
housing.

The State has frequently become
the owner of residential houses when it
obtained real estate that already had a
house on it. That is one reason why
some State agencies provided housing.
In a few instances housing was
constructed, such as guard dormitories
at correctional institutions, employee
houses in State parks, and presidents’
and chancellors’ houses at State
universities. Only three residential
houses were constructed in the last three
years (Exhibit 2-5 shows the newest
houses).

Agencies offered various reasons
for providing housing to employees and
non-employees. One reason was that
employees were needed to be available

nces at remate Departrfxent D
nt the Department’s efforts in
pravzdmg a twenljy four hour securlty
presence. . This secunzy presence is. ‘
benef icial in provi ite Security as- well L
as emergency assistance to the publzc .
visiting our recreanonal areas:

- The Department s pmcttce of leasing

existing houses which do not have a current

' .programmatic function promdes the
n followmg benefits:

e The Department receives rents which we '

deposit ‘in Agency funds;

. ® Tenants who often are. employees or law—”: .

- enforcement persons. pravuie secondary

. Leased houses dré mamtamed by the
: tenams thereby preventmg structures

at all hours to provide site security. The following illustrates why dlfferent agenc1es

- provided housing:
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'@ The elected Constitutional "
| Officers were required by the -
- State Constitution to maintain a
‘residence in Springfield and were
-authorized by the State Finance
Act to receive paid housing.

®  The Department of Conservation
“often acquired housing when it
_obtained property. The housing
“was provided to employees for
site security or was rented to
employee or non- employee
tenants

® The Historic Preservation

© Site housmg provrded at Hlinois’ . State

- and for tax payers Emergency situations

. quickly; and their actions have resulted in
| prevention:of . burglarzes protection g Vs
i :bmldmgs and arttfacts assistance 'in vis r‘ .

, :SOURCE cOmmem in OAG survey - July 1993

 Historic Sites:is a deﬁmte plus for the state”

are common at many sites; Staff members ..
ho: live on-site have been able to. respond e

‘rescue, and overall site safety and sécurity,
Site housing gives the agency site securuy _‘ L
“without additional headcount for night = "
: securlty oﬁicers ; . :

Agency acquired houses from the Department of Conservatlon Houses were:
~provided to employees for site security, offices, or were left vacant.

® The Illinois Department of Transportation acqurred property for future road
“construction. Officials said houses on the property were rented to non-
employees to generate money for the Road Fund and to drscourage vandalism,

“until the house was demollshed

® The Department of Correctrons older institutions had dormltones for
correctional officers. The dormitories were constructed to assist in recruiting,
employees and to have employees on site if needed. Mobrle phones have
‘made it possible to reach personnel off-site and have made this necessity
‘obsolete so new correctional institutions do not offer housmg

- Some State agencies acquired houses through hfe estates and grfts such as the
Department of Conservation, the Department of Mental Health and Developmental
Disabilities, the Un1vers1ty of Illmors and the Umversrty of Ilhnors Foundatron

“ ‘Although the agencies’ reasons
mentioned above may be compelling,
the adequacy of their justification can
best be evaluated if the State establishes
objectives for providing housing,
including the purpose of State-owned
housing and criteria for determining
when housmg is necessary (discussed
more fully in Chapter 4). As indicated

ILLINOIS MEDICAL CENTER: "We'

: ‘s departhwnts and agenczes

SOURCE Comment iy OAG survey July 1993

eve this Housmg‘ Survey will manage the )
s for providing State guidelines on’
g which would be helpﬁcl 10 all

in the next chapter, the cost of State-owned houses was approxunately double the rent
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generated during Fiscal Year 1993; therefore, the State needs to carefully evaluate
housing.

This management audit was conducted in accordance with generally accepted
government auditing standards and the audit standards promulgated by the Office of
the Auditor General at 74 Ill. Adm. Code 420.310.

We reviewed statutes, administrative rules, and the Comptroller’s Uniform
Statewide Accounting System manual. At the agency level we examined policies,
reviewed records, conducted interviews, and visited 41 houses. The audit period was
Fiscal Year 1993. More about the audit methodology is in Appendix B.

Since the State did not maintain central information on residential housing, a
survey questionnaire was used to gather data on housing benefits provided to
employees and non-employees. A total of 147 State agencies, boards, commissions,
universities, and university-related entities were included in the survey.

The questionnaire requested agencies’ authority, policies, and reports related to
housing. It asked for specific information on housing benefits, such as dates of
benefits, amount of rent charged, cost to the State, date rent was last revised, and
reason for providing benefits. The information provided by agencies in the survey
questionnaire is summarized in Appendices C and D.

A risk analysis was performed to determine the extent of detailed testing that
would be necessary. Detailed testing was performed at the six agencies that had at
least ten housing facilities or allowances during Fiscal Year 1993, namely the
Department of Conservation, Department of Corrections, Historic Preservation
Agency, University of Illinois, University of Illinois Foundation, and Department of
Transportation.

Two types of tests were performed at these agencies: testing of internal
controls and testing of housing benefits. Approximately ten percent of these agencies’
housing was randomly selected for detailed review; in addition, we reviewed all their
leased housing and housing allowances/reimbursements. The total number of housing
units that we tested in detail was 43.

We reviewed other states’ housing reports and also conducted a telephone
survey of other states to determine if they provided housing and if they had any
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statewide laws or policies (see Appendix E). Other states’ doouments were reviewed
and referenced in this report where applicable. o

The recommendations in this audit are made to the speciﬁc agencies we tested,
‘although a matter for the General Assembly s consideration is presented in: Chapter 4.
" The matter for consideration addresses the need for all State agencres to develop
- comprehensive housing policies.

. Appendix F contains agencies’ written comments on the report.. Specific
responses to recommendations appear after the recommendat1on The chapters also
contain agencies’ comments provided in our survey questlonnarre

- The remainder of this report is organized into five chapters They discuss the
reasons for providing State housing, the types of housing provided, other states’
employee housing, and the i issues that arise when the State prov1des resrdent1al
housing. ‘ S ] ‘
CHAPTER 2 . _ Summarizes information on State- owned housmg provided to

o employees and non- employees such as houses that were the
newest, oldest, largest, had the highest market value, charged
the most rent, and had the h1ghest F1sca1 Year 1993 cost.

' CHAPTER 3 Discusses non-State owned res1dent1al housmg that mcluded
AR ‘ allowances, re1mbursements and leased housmg

CHAPTER 4 EXMmes changes needed in pohC1es or laws to better guide
: - State agencies’ housing and offers a matter for the General
Assembly’s consideration. ‘

CHAPTER 5 Reviews the rent, utility, and security ‘deposit charges for State-
o owned housmg, in add1t1on to houses w1th past due rent..

CHAPTER 6 . D1scloses the results of agencies’ mtemal controls over selectmg‘
o ‘ tenants, managing housing, and momtonng State-owned R
employee housmg : .

APPENDICES Contains data on each agency’s housi‘n‘g, ‘such as rent charged,

agency cost; age and size of house, and reason for housing - -
allowance. There is also a summary of other states’ housing.
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During Fiscal Year 1993, a total of 22 agencies had 388 State-owned
residential housing facilities. About two-thirds of the housing (252) was for
employees and one-third (136) was for non-employees. The house with the
highest reported market value and cost belonged to the University of Illinois; it
was also the second largest house. The largest house was the Governor’s
Executive Mansion; its market value was not available since it is a historical site.

Twenty-two State agencies had 388 State-owned residential housing facilities
(e.g., houses, apartments, mobile homes, and dormitories). State agencies were
unable to provide complete information on the market value of houses. They
‘estimated the market value of some State-owned houses, lacked data on some, and
lacked recent appraisals on others. Furthermore, cost data was not always complete.
The following is an estimate of Fiscal Year 1993 data for State-owned employee and
non-employee housing:

Total market value for 222 houses with available data was $20,302,581
Median value for houses was $42,000

Total rent was $552,920 ‘

Total cost of utilities, maintenance, and capital expenditures for 341 of 388
houses with available data was $1,057,513

The next six exhibits identify State-owned residential houses that had the
highest market value, charged the most rent, had the highest cost, and were the
oldest, newest, and largest. The exhibits excluded houses for which the agency did
not provide data. The amount in the cost column includes utilities, maintenance, and
capital expenses. %

Exhibit 2-1 shows the five State-owned residential houses that had the highest
market value. The house with the highest market value belonged to the University of
Ilinois (President’s house). The University estimated its market value at $4,182,700
for insurance purposes. University officials said the house is a semi-public facility
which contains only approximately 2,200 square feet of space reserved for residential
use.
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University of
Ilinois

Corrections
Transportation
Western IIl. |
University;,

Northeastern
Il. University

President

‘ Dormitory

Non-employee
President

President

Urbana
Champaign

Johet, Wlll |

Long Grove
Lake

Macomb
McDonough

Northfield
Cook

" 61

24

15
120

*30

9,800

. Varies

4,806
7,400

5,760

$150,696

12,598

0
18,109

53,589

* Agency. estimate.

+ Rent for these dormltory rooms was $27 per employee per month.

SOURCE: State agencws data summarized by the Auditor General’s Office.

Exh1b1t 2-2 shows the five State owned res1dent1a1 houses that charged the ‘
most annual rent. This exhibit excludes guard dorrnltones in correctlonal institutions,
multl—unlt residences, and houses on farms where pnmary rent icame. from the farm.

Tfansporta‘tioh
Transportation
Transportation
Thansﬁorta‘tion

Transportéﬁon

Non-employee

N oﬁ-employee

Non-employee

Non—emﬂoyee ‘

Non—eniployee

Long Grove
Lake -

Mundeiein
Lake

Mundelein
Lake

} Mundeiein

Lake

‘ Lock‘port‘ ‘

will

15

4,806
2,684,

3,394,

3,085

1,927,

275,000

$600,000

285,000
: |

350,000

$0

SOURCE: State agency data summarized by the Auditor Generzjxl’s Office.
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Exhibit 2-3 shows the five State-owned residential houses with the highest total
cost. The house with the highest cost belonged to the Un1vers1ty of Illinois whose
total cost in Fiscal Year 1993 was $150,696.

University of
[llinois

Office of
Governor

Northeastern -
1. Univ.

Conservation

Northern I11.
University

President

Governor

President

Resource

Manager |

President

Urbana 61 9,800 $4,182,700 | $0
Champaign ‘

Springfield 137 45,120 Historical 0
Sangamon ‘Site

Northfield, Cook | * 30 - 5,760 475,000 | B ¢
Carbondale ‘
Williamson/ 33 1,050 N/A 480
Jackson :

DeKalb, DeKalb 42 4,367 196,000 | ‘ 0

* Agency estimate.
**% Asbestos removal cost was $34,200.

** Agency cost included utilities, mamtenance and capital expenses.
N/A = Not applicable/available.

SOURCE: State agencies’ data summarized by the Auditor General’s Office.

Exhibit ‘2-4 shows the five oldest State-owned housing 1faci1itiés.

The oldest

was estimated by the Department of Corrections. at 193 years old (Menard
Correctional Center dormitory for guards).

Corrections

Conservation
Conservation
Conservation

Historic
Preservation

Employees

Site
Superintendent
Site Super.

Site Super.

Non-employee

Menard, Randolph Varies N/A + -N/A
Nauvoo, Hancock 1,800 " N/A $480 | - $1,019
Channahon, Will i,4oo N/A 480 2,331
Morris, Grundy 2,000 N/A 480 833
Utica, LaSalle 800 | * $35,000 300 0

* Agency estimate.,

+ Employee rent for these dorm rooms was $27 per month. N/A = Not applicable/available.

SOURCE: State agencies’ data summarized by the Auditor General’s Office.
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Exhibit 2-5 shows the newest State-owned houses that were up to five- years
old; they belonged to Conservation, Historic Preservatlon and ‘Transportatlon

+ Conservation

Historic
" Preservation

dohsewal:ilon
Irensportz;ﬁon
Trensportéﬁon
:'I'jranspem;ﬁon

Transporté.ﬁon

Resource
Administrator

Site Manager

Resource Mgr.

Non-employee
Non-employee
Non-employee

Non-employee

Jonesboro, Union

‘Lerna, Coles

Lincoln, Loéan
Mundelein, Lake
lMundelein, Lake

Mundelein, Lake

Lockport, Will

1,600

1,568

3,394 |

2,684

3,085

1,927

;$110 000
. 350,000

285,000

' |
275,000

© 188,000

480

480

19,200

19,200
16,800

13,500

* $972

1,168

1,738

* Agency estimate.

N/A Not applicable/available.
SOURCE: State agencies’ data summarized by the Auditor General’s Office.

Exhlblt 2-6 shows the five largest State-owned res1dent1a1 houses.

The largest
‘State-owned house was the Governor’s Mansion at 45,120 square feet. The second
largest house was the University of Illinois’ at 9,800 square feet ‘

Ofﬁcej of the‘
Governor

U‘.‘ of Illinois

IL State Uhi.
Veterans’ Af.

Corrections

Governor
President

President

Visiting family

Superintendent

Springfield
Sangamon

Urbana
Champaign

Norinal, McLean

Quincy, Adams

Dixon, Lee

137

61

21

107

65

His&orical ‘

} Site
1

$4,182,700

325,000
o
% 24,077

179,000

$0

$4/day

11,440

$90,037
150,696

24,593

Unknown

*  Agency estimate.

SOURCE: State agencies’ data summarized by the Au@itor Genei'ﬂ’s Office.
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Nineteen agencies provided employees with 252 State-owned residential
housing facilities during Fiscal Year 1993. Exhibit 2-7 shows the number of State-
owned houses provided to employees, along with their annual rent and cost based on
available data. The Department of Conservation had the most employee housing with
121. Rent for its 101 security houses was $40 per month during the audit period
(increased to $100 in September 1, 1993) and included utilities. Rent for its 20 non-
security houses was between $75 and $125 and did not include utilities. The-
Department said the Fiscal Year 1993 cost for all non-security housing was $833.

Office of the Governor 1 $ 0 $ 90,037
Illinois Judicial Branch 4 0 j N/A
Department of Agriculture 6 $ 0 $ 9,207
Department of Conservation 121 71,340 * 329,215
Department of Corrections 61 + 66,240 * 98,647
Department of Military Affairs 3 0 * 4,878
' Department of Mines and Minerals 1 0 * 5,000
Department of Veterans’ Affairs 2 5,400 ok 20,000
Chicago State University 1 $ .0 $ * 25,000
Eastern Illinois University 1 0 28,963
Illinois State University 1 0 24,593
Northeastern Illinois University 1 0 53,589
Northern Illinois University 1 0 30,700
Sangamon State University 1 0 16,935
Southern Illinois University 4 0 *0
University of Illinois 26 8,640 * 169,334
Western Illinois University 5 "0 * 36,972
Historic Preservation Agency 11 $ 5,280 * $ 16,553
IL Medical Center Commission 1 0 5,500
*Some cost was estimated or was not available. **Donated funds. N/A = Not applicable/available.
+Does not include rent for dormitory rooms which was $27 per employee per month.
SOURCE: OAG survey of State agencies.

The Department of Corrections had the second most State-owned employee
housing with 61. Its houses were in correctional facilities and included five guard
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: dorm1tones and houses for supermtendents security chlefs and other correctlonal

officials. The rent for a dorm room was $27 per month wh11e the rent for houses was
up to $120 per month !

* Nine State agencies had 136 State-owned residential housmg facilities for non-

“employees during Fiscal Year 1993. The agency with the most non-employee housing
~was the Department of Transportation which rented its 56 houses to non-employees.

The Department owned houses on land acqu1red for road construction. The monthly

rent charged on these houses was between $75 and $1,800; with about half being

$300 or less. Transportation had 11 houses whose market valu¢ exceeded $100 000;
the highest value house was $600,000 appraised in April 1991. The rent on this

4,806 square feet (15 year old) house was $1,800 per month

The agency that had the second most State-owned houses for non- employees
was the Department of Conservation with 27 non- employee houses 'Exhibit 2-8
shows agencies with State-owned houses provided to non- employees along w1th the1r
annual rent and cost (based on available data). : i ‘ :

Department of Conservation 27 : $ l5,840‘ - $ *902 -
Department of Mental Health & Dev. Dis. 2 ‘ ‘ 0 1,800 .
Department of Transportation 56 296,460 16,316
Department of Veterans’ Affairs 1 ‘ ** 1,460 -0
Eastern Illinois University . : 1 $ ‘ 0 - $ 95
University of Iilinois 26 : 22,992 7,359
Umver51ty of Illinois - Foundatwn ; ‘ 17 S 47,424 65,918
Historic Preservation Agency 5 $ 8340 | $ 0
Illinois Medical Center Commission = 1 ‘ ‘ 3,504 0

* Some cost was estimated or was not available. ‘
** Bstimate based upon agency charge of $4 per day ($4/day x 365 days = $1 460)
: SOURCE: OAG survey of State agencies.. ‘
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State agencies leased 19 remdentlal housnng facilities and provrded 27
housing allowances during Fiscal Year 1993. Many of the housing facilities were
used in place of hotels. Three agencies did not submit quarterly reports to the
Governor’s Travel Control Board-on employee—controlled housmg as regulatlons
requn'ed : e e S : :

Seven State agenc:1es leased a total of 19 res1dent1al housmg fac111t1es dunng
Fiscal Year 1993 Many of these housing facilities were used in place of hotels. The
'followmg State agencies’ leases covered the full year: Department of Energy-and
Natural Resources: (3), University ‘of Illinois (2), and Department of Conservation (1).
The Department of Mental Health and Developmental Disabilities had a contract to
provide housing for psychlatnsts The following State agencies leased housmg for
part of the year, such as “during the legislative session: Illinois House of -
Representatives (6) Illinois State Senate (4) Department of Conservatron (1), and
Department of Human nghts (. - - L . =

The- Department of Energy and Natural Resources leased 1ts three housmg
facilities from the Department of Conservation. Department of Conservation did not
report them as housing on our survey quest10nna1re because the Department of Energy
and Natural Resources had leased them as office space. The Department of Energy
and Natural Resources used the facilities as research station housmg

Durmg Fiscal Year 1993 there were 16 State agencies that provided 27 ‘
housing allowances to employees Five elected Constitutional Officers were provided
an allowance to maintain a Springfield residence. Twelve employees were reimbursed
at least $1,000 for employee-owned: or controlled. housmg The University of Illinois
and Southern Illinois University provided housing allowances to five presidents and
chancellors. The Department of Commerce and Community Affairs provided
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| allowances to five employees (e.g., Foreign Service Economlc ‘Development
Executives) to help compensate for the d1fference in housmg costs between Ilhn01s
‘ and the forelgn post ‘ :

: The elected Const1tut10nal Ofﬁccrs were. prov1ded paid housmg in Sprmgﬁeld
pursuant to State law. The Ilinois Constitution requires that Executive Officers
maintain a residence at the seat of government (Springfield), whlle the Finance Act
,allows for relmbursement of such res1dent1a1 expenditures:

. CONSTITUTION: "The Execuitive

" Branch shall include a Governor,

~ Lieutenant Governor, Attorney General,

~ Secretary of State, Comptroller and

-+ Treasurer elected by the electors of the

‘State. They shall keep the public

. records anid maintain a residence at the

. seat of government during their terms
of office.” (Illinois Constltutlon Article

Vv Sectlon 1)

- FINANCE ACT:‘ "The item ‘
‘contractual 'services’, when used ifian
appropriation act, means and includes .

. expenditures for the rental of
 lodgings in Springfield, Illinois and for
 the payment of utilities used in -

" connection with such lodgings for all

~elected State officials, who are required -

by Section 1, Article V of the
Constitution of the State of Illinois to
reside at the seat of government during
their term of office." (30 ILCS

-105/15a) ‘

- These laws do not prov1de
gu1dance on the amount they may
receive for housing. The elected }
Constitutional Officers received different |
amounts as shown in Exhibit 3-1. The
Govemor is not included in the exhibit
because he resides i in the State—owned
Executive Mans1on
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|'$100 Average ﬁtilitiesf ‘

Lieutenant Governor $750 $255% | $13,374
EUNE '$9.50 Trash removal
Attorney General ‘ $845 $0 ‘$62.75 Average utilities 1.$10,893 -
Secretary of State $‘1,175 $270 -$200 General mamtenance** : :$2.‘2,2;60‘, :
to 1,225 $157 Average utlhtles
) $14 Trash removal =
" $14 Security system

Treasurer . . ‘$655 %0 . | .$16.27 for éverage utilities $8,179

to $675 and maintenance
Comptroller | $480 | “so $0. $5,760

e :r;Agency ofﬁcxal saxd furmture was bemg leased to own and was State property; the last S
o monthly payment was scheduled in Fiscal Year 1995. S
**  Agency official said general maintenance includes lawn care, snow removal, gutter
cleamng, screen removal, storm windows, touch-ups, and all other general maintenance.
SOURCE: State agen01es data summarized by the Audltor General’s Ofﬁce '

Our survey questionnaire requested State agencies to report their

reimbursement that was at least $1,000 during Fiscal Year 1993. Eight agen01es
reimbursed 12 employees at least $1,000 for living in housing they owned or

controlled while travelling. Agency officials considered it cheaper than hotel rooms
since State travel regulations set reimbursement at 75 percent of the applicable hotel

rate. These regulations limited the fiscal year reimbursement to the total mortgage,
installment, or rent. Agencies were required to submit quarterly reports to the
Governor’s Travel Control Board pursuant to the Board’s regulations (Section

2800.410).
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" Exhibit 3-2 shows the five agencies who filed a 'report by September 30 1993
with the Governor’s Travel Control Board for employees whose relmbursement met
“the $1,000 threshold | ‘ - |

Department of Employment Security 1 $1,350

Tilinois Commerce Commission 1 ‘ 2,205

Office of the Governor i 3,075
B Department of Correctlons 1 3,188

|| SOURCE: Governor’s Travel Control Board. |

In addltlon to the five agencies listed in Exhibit 3-2, three more agencies did
not file Fiscal Year 1993 quarterly reports with the Governor’ s Travel Control Board -
until several months after the fiscal year ended, and we made inquiries. These
“agencies reimbursed the following amounts for employee—controlled housmg in Fiscal -
Year 1993: ‘ :

1.  Commissioner of Savings and Res1dent1al Fmance relmbursed three employees:

® Commissioner - $3,060.00 |
® Deputy Commissioner 1,312.50
® Director of Government Relations 2,662.50

‘ | §7!035 00

2. State Fire Marshal reimbursed $6,600 to the Director of Fire Prevention.

3, Pnsoner Review Board rermbursed $1 200‘ to.a Board member

These agencres should comply w1th the travel regulatlons and submlt the
requ1red data in a timely manner.
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@RECOMMENDATION NUMBER 1

The Commlsstoner of Savmgs and Reszdentlal P‘znance, the Pnsoner

. “"reimbursed for housmg pursuant to the travel regulatzons

AGENCY RESPONSES

®  Governor’s Travel Control Board: "The draft report indicates that three Agencies
failed to submit quarterly housing reports as required. To insure that Agencies
comply with the rule, the Board has implemented a procedure to notify Agencies
which fail to submit a quarterly report as required."”

m  State Fire Marshal: "The Office of the State Fire Marshal has implemented this
recommendation. The agency reimburses one employee for housing expenses;
quarterly reports concerning this reimbursement will be submitted on a timely
basis."
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The State did not have a housing policy to guide agencies nor was there a
mechanism to oversee State housing. In the absence of a State policy, agencies
established their own rationale for providing housing, selecting tenants, setting
rents, and otherwise managing the various types of housing. Some State agencies
need to develop procedures to determine whether the value of housing provided
to employees constitutes compensation pursuant to federal tax laws. The State
may also have some liability when it provides housing if employees are

accidentally injured.

The audit resolution asked if State agencies had housing policies. Two of the
six agencies with the most housing did not have a written housing policy: Historic
‘Preservation Agency and University of Illinois Foundation. Three of the agencies
(Department of Conservation, Department of Corrections, and the University of
Tllinois) had a housmg policy although it lacked certain information. The Department
of Transportatlon had the most comprehensive written guidance pertaining to housing.

® The Department of Conservation updated its policy in July 1993 following an
Auditor General’s compliance audit finding. However, this policy did not
specify application procedures, criteria for selecting tenants, or factors that
would make housing a condition of employment.

® The Department of Corrections’ policy did not specify the purpose of its
housing, application procedure, persons eligible, criteria for selecting tenants,
and if housing was a condition of employment, and exempt from tax, or if
housing benefits would be added to employee’s compensation.

® The University of Illinois’ policy only provided guidance on the President’s
house, Allerton Park, and on leasing housing for employees on travel status.

Determination number five of the audit resolution asked whether agencies had
housing policies regarding non-employees. Only two agencies’ housing policy

provided any direction regarding non-employees. The Department of Transportation
rented houses only to non-employees and had a written policy addressing it. The
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Department of Conservatron Wthh had 27 non- employee housmg (20 houses were
leased seven were vacant), had a policy" Wthh referred to non employee housmg

| RECOMMENDATION. NUMBER 2

o, :Department of Correctwrts, Hlstonc
'of gIllmo;s, and Unwersity ff;lllmozs

”secuntyf deposzt

AGENCY RESPONSES

® . Department of Conservation: "The Department agrees to review our existing -
housing policy and procedures and to revise them where appropriate. However,
the Department believes that most of the specific items identified in the audit
- recommendation are already addressed in our current pollcy, procedures and lease
agreements

n Department of Corrections: "We are in general agreement w1th the

" recommendations and have initiated a review of our current pollcy, procedures and

- practices. We will update our administrative directive as’ ‘required to address the

- ‘applicable details of the recommendations. Our review is- armed at clarifying and
documenting the Department of Corrections’ policy regardmg the following issues

- discussed in the report: purpose of providing housing,. applrcatron procedure,

.. persons who are eligible, criteria for selecting tenants, accountmg for housing in

. employee compensation, responsibilities that make housing a‘ condition of
employment, and procedures for setting and adjustmg rent, utllrty fees, and
security deposits."

‘'®m University of Illinois: "The Umvers1ty agrees that 1ts property rental pOllCleS
* should be reviewed and augmented to better address the issues 1dent1ﬁed in
- Recommendation Number 2. ‘An internal review process has been initiated, and a
final policy will be adopted by the University on or before June 30, 1994."

B . University of Illinois Foundation: "The Foundationfagrees tnat its property rental

" policies should be reviewed and augmented to better address‘the issues identified in
- Recommendation Number 2. A final pollcy will be adopted by the Foundatlon on
.- or-before June 30, 1994." . ' ‘ ‘
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The state of New Jersey has established a comprehensive approach to state-
owned housing. New Jersey has a Residential Housing Management Board that is
responsible for managing all State-owned residential housing. The Board is directed
to annually conduct a survey and maintain an inventory of all housing units. In
addition, the Board is to establish and annually review a schedule of housing rents,
utility charges, and maintenance fees. A fund was created to receive rents, charges,
and fees for residential housing. Up to five percent of the fund may be appropriated
to the Board for administration of its act. The Board may also create a housing
advisory committee consisting of State agency representatives, tenants, and -
representatives of municipalities in which state housing is located.

Indiana’s officials stated that they were in the process of developing statewide
policies and regulations regarding housing provided to employees of different State
agencies.

Michigan had statewide procedures issued by its Department of Management
and Budget to provide uniformity. They required that non-mandatory housing be
appraised at least every five years and that rental rates be adjusted annually.

California’s administrative code established rent and utility rates for state-
owned houses based on location, size, and age of house. Housing was provided to -
some employees so they could be available to respond to emergencies and could
protect state resources. State-owned houses provided employees a place to live if
other nearby housing was not available or was too costly. Housing was also used to
recruit employees because living in the house reduced employees’ housing cost,
commuting cost, and commuting time. :

Many other states have addressed residential housing. Some states had
established laws or statewide policies to guide their agencies, as noted below.
Appendix E contains more information on the results of our survey of other states.

® Maine’s housing policy, dated 1981, stated housing would be provided only
when the employee’s "residence elsewhere will . . . substantially impair the
effective management and operation of the State department or institution."
The policy suggested setting rent at five percent of the structure’s insured
value (to be updated each fiscal year), and required employees to pay utilities
themselves. The policy also contained provisions to dispose of excess
housing. ‘ ‘
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® Idaho’s housing policy became effectlve in 1979. The pohcy established |
‘guidelines for setting rent, evaluating housing condltrons and setting ut111ty 1
rates if an employee did not pay utilities (employees generally paid utilities
‘themselves). ‘

® Oregon’s law required every agency that provided honsing to collect rent based
on the fair market value as determined by a qualified appralser ‘The fair
market value was to be reexammed at least every five years

e South Carolina’s law allowed housmg for presidents of h1gher educatronal
[institutions. Free housing could also be provided to employees in certain
‘positions associated with corrections, mental health, forestry, state parks, and
universities. ‘ ; : :

Colorado had a statutorily established pohcy pertammg to State—owned
employee housing. The policy called for periodic rent surveys and provided guidance
on setting rent for employees living under various conditions. A directive of its
Department of Natural Resources established the following priority order for using
housing maintenance funds: (1) health and sanitary requirements, (2) structural
repairs, (3) exterior cosmetic repairs, (4) energy conservatlon requrrements and (5)
interior cosmetic repairs. ‘ :

Although 38 Ilinois State agencies. prov1ded 434 res1dent1al hous1ng benefits
during Fiscal Year 1993, there was no statewide law or policy to guide agencies or to
establish the parameters on State housing. The only statewide guidance were
regulations for travel-related reimbursements. A policy could help formulate the
purpose of State housing, ascertain when housing was essential, and specify
procedures to follow in selecting tenants. ‘It could also provide gurdance on what rent
to charge, when to provide free utilities, whether to requrre securrty deposits, and
what language to 1nclude in hous1ng contracts. :

In the absence of a statewide pollcy, agencies estabhshed their own rationale
and Justlﬁcatlon for providing housing, selectlng tenants settmg rents, and otherwise
managmg the vanous types of housmg : |

Wrthout such guldance each agency is left to assess the beneﬁts and necessity
of its own housing. Decentralization also means that broader issues are not
addressed, such as when is State housing necessary, how it should be managed, and

Page 24




what should be the relationship between employee housmg and employee
compensation.

One method of addressing this is
to enact a law that sets forth the State’s
housing policy. A statutorily established
policy could clarify the purpose of State
housing, guide administrative matters,
and make housing benefits consistent
from agency to agency. It could also
recognize potential differences between employee and non-employee housing.

. DEPARTMENT OF MILITARY AFFAIRS:
L "Speczf ic publzshed guwlance regardmg State'; ‘

A more elaborate method is to establish a residential housing board that
manages State-owned housing and sets housing allowances. This board might be
affiliated with the various travel control boards and could draw its members from
them, or it could be a unit of a central State agency. The housing board’s
responsibilities could include:

® Formulating procedures for tenant application and selection, ascertaining which
housing was essential, and determining which housing could be provided as a
condition of employment.

® Establishing a rent schedule which could consider the house’s age size,
* condition, locatlon and market value.

® Determining if utilities could be paid directly to compames and estabhshlng a
schedule for those that can not.

The State might also wish to explore selling or renting non-essential housing.
If the State establishes clear objectives for providing housing, it will be easier to
determine which housing serves an essential purpose. More surplus housing may be
identified if agencies are provided an incentive, such as being authorized to keep
some proceeds from the sale of houses.
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Federal statutes have established criteria to determine when housing benefits
can be exempt from taxes. The statutes exempted housmg beneﬁts from taxation if
all of the following criteria were met: housing was furnished on the employer’s
business premises, housing was for the employer’s convemence and housing had to
be accepted by the employee as a condition of employment There are also court
decisions that provide further guidance and interpretations. If housmg benefits are
exempt from federal income tax under the above-stated guldehnes they are
automatically exempt from Illinois income tax -- no further ehglblhty determmatton is
requ1red at the State level. . :

When the value of State res1dent1a1 housing beneﬁts is not properly added to |
employees’ salaries, the State loses tax revenue. Only two Staté agencies reported
adding' housing beneﬁts to employees’ salaries during Fiscal Year 1993. Southern
Illinois University added the housing allowances ($18,000 per year) of its system
chancellor and both campus presidents to their salaries. University of Illinois added
the housing allowance ($15,000 per year) of both campus chancellors to their salaries.

‘The results of our survey indicated that the following: agen01es provided
housing for employees in Fiscal Year 1993 without 1mplementmg adequate procedures
to determine if such housing was subject to taxation:

® Department of Agriculture assigned State-owned housing to five employees:
agency director, State Fair manager, DuQuoin Fair manager, State Fair
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grounds supervisor, and State Fair track maintainer. They paid no rent The
Department indicated the Director did not live in the house.

® Department of Conservation had 20 employees living in State-owned houses
which was not a condition of employment. Their monthly rent appears to be
below fair market value: each was between $75 and $125 and three had not
changed since the 1970’s, =

® Department of Corrections had guards living in donmtones The guards could
live in dorm rooms for $27 per month when housing was available. Their rent
appears below market because it included all utilities and had not increased for
many years (the Department could not identify when it was last changed).

® Department of Veterans’ Affairs had two employees living in State-owned
houses which was not a condition of employment. Department officials stated
that since the Quincy Veterans’ Home was established for Civil War veterans,
by tradition, living quarters had been provided to the administrator. The
second State-owned house was provided to an engineer. The Department’s
Chief Fiscal officer stated that they will establish a formal policy on housing.

University of Illinois representatives said that housing was a condition of
employment for their employees but with one exception they did not have adequate
documentation, such as job descriptions or employment contracts, which would help
to determine whether the university employees may be susceptible to taxation.

There are also some reporting requirements pertaining to non-employees who
render services for housing provided at below fair market rent. As. identified in
Chapter 5 and in Appendix D, agencies had not changed their rent on non-employee
housing for many years and, therefore, the rent was likely below the market rate.

The Internal Revenue Service has required employers to report on Form 1099-
MISC any miscellaneous income that exceeded $600 in one year. The directions for
this form state that an employer has to report certain non-employee ‘compensation:

~ "Box 7. - Enter non-employee compensation. Include fees, commissions, prizes and

awards for services rendered, or other forms of compensation for services
rendered for your trade or business by an individual who is not your employee
[emphasis added]."

Resolution determination number two asked whether the accounting for
housing benefits in employees’ compensation was consistent throughout the agency.
As indicated above, only five employees’ housing benefits were accounted for in their
compensation so there was no disparity identified. ‘
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o The Department of Agnculture, Depan‘ment of Conservatzon, Department
L eof ]]Corr", ctions, Department of Veterans’ Affairs;, and the University of
llinois should develop procedures to determine if housmg provided to -
employees: and non-employees is subject to taxation. -Agencies may |
ult with the Tllinois Department of Revenue and the Internal Reveniig |
to determine the appropriate means of reporting the value of
rovided at below fair market rent to mdmduals who do not .

‘ ,established criteria. . Co oL

AGENCY RESPONSES B

® - Department of Conservation: "In June 1993, the Department reviewed the
- requirements of the Internal Revenue Service (IRS) and determined that security
- housing provided to our employees is not'subject to taxation. We confirmed this
- determination with the IRS in December 1993. The IRS also has confirmed that
housing provided to non-employees is not subject to taxation; As noted by the
. auditors elsewhere in this report, the Department plans to ev:fﬂuate‘the rents
charged to employees for non-security housing during the current year. Following
- this evaluation, rents will be revised where appropriate, and such rents will be
" reviewed periodically. Based on information obtained from IRS, thlS action w1ll
~ensure that there is no potential tax liability on these re51dences

®  Department of Corrections: "Department of Corrections’ hohsmg is occupied
predominately by security personnel from guards through wardens. The ‘
~ dormitories and houses have been provided over the years to assist in recruiting
and to have employees available to respond to on:site emergencies if needed.
- Occupancy of existing housing by department personnel contlnues to contrlbute
" substantially to the smooth operation of the associated centers | '

‘@ University of Illinois: "The University is rev1ew1ng its accountlng practices to
. determine if they are in compliance with current State and Federal tax code. -
- Reporting and withholding practices will be. modlﬁed as necessary to ensure
compllance :

When the State providés residential housmg, theré ma‘y‘ b‘fe‘some iiabiﬁty
associated with it. For example, if an employee who lives in State housing as a
condition of employment is accidentally injured on the premises, the employee is
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likely to be covered by workers’ compensation. - While all employees may be covered
by workers’ compensation when on the job, these employees may be on call 24 hours
a day rather than only during business hours, so the potential liability may be greater.

The State could also be liable for injuries caused by a latent defect which it
should have known about or if the State concealed a dangerous condition. A
contractual provision can not protect the landlord from liability for damages and
injuries to persons and property caused by, or resulting from , the negligence of the
lessor (the State being the lessor) according to the law (765 ILCS 705/1).

Seven State agencies responding to our questionnaire stated that one or more
of their houses were in poor condition: Department of Conservation, Historic
Preservation Agency, Department of Transportation, Southern Illinois University,
Western Illinois University, University of Illinois, and University of Illinois
Foundation.

A Department of Conservation official stated that the Department had
demolished several houses since 1990 at the Mississippi Palisades State Park, Argyle
Lake State Park, and the Pere Marquette State Park. He added that they had sold
houses at the Mermet Lake State Fish and Wildlife Area and at the Union County
State Tree Nursery.

Lease contracts that we reviewed generally contained an indemnification clause
to protect the State in the event of injury or harm to the tenant. An indemnification
clause may reduce liability but not eliminate it. Injured tenants may be able to file a
claim against the State and win damages.

L s University, Unwemty of Illmws, and Umversay of lltmozs
.. Foundation s}wuld ensure that all their State-owned housing is in

T atzsfactory ‘ondmon 50 as not to expose tke State to' undue habzlny

AGENCY RESPONSES

B Department of Conservation: "The Department concurs with this recommendation
and believes that we do maintain the condition of State-owned housing so as not to
expose the State to undue liability."

(continued next page)
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AGENCY RESPONSES (contmued)

e
~ poor condition on the basis of resale market condition (needs to be painted, carpet

- substantial amount covering the properties."

Department of Transportatlon "The Department categorlzes rentable houses in

nieeds to be replaced, etc.) not on the basis of structural soundness A house, that
is purchased by the Department that is structurally unsound 1s not offered for rent

~ "We do not believe that improving the marketablhty of a house scheduled for

future demolltlon is a wise use of state funds unless the cost w1ll be recouped from

- rental income.'

‘ University of lllinois: "Although University residences are helieved to be in

satisfactory condition, a monitoring/inspection procedure : w1ll be designed and

- implemented to ensure that the condition of rental facilities i 1s perlodlcally 1nspected

and maintained at a safe and acceptable level."

University of Illinois Foundation: "Although Foundatlon res1dences are believed to
be in satisfactory condition, a monltorlng/mspectlon procedure will be de51gned ‘
and implemented to ensure that the condition of rental facﬂltles is maintained at a

safe and acceptable level. The Foundation also has 11ab111ty 1nsurance ina ‘
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Employees paid nominal rent on State-owned housing. Rent was
commonly $40 per month or less, included utilities, and had not changed for
many years. Employees also paid no security deposit. The Department of
Transportation leased 12 houses to non-employees whose rent was past due on
June 30, 1993. The rent on five houses was past due more than $1,000; the
Department had initiated collection procedures on them.

The Department of Conservation, Department of Corrections, Historic
Preservation Agency, and University of Illinois charged employees nominal rent on
State-owned housing. Rent was typically paid by employees through payroll
deduction; non-employees paid by check. The specific rent 1nf0rmat10n for these
agencies is below.

® Department of Conservation’s rent for security employees was $40 per month
regardless of the house’s age, size, condition, or location (rent increased to
$100 in Fiscal Year 1994). Employees living in non-security housing paid $75
to $125 in rent and also paid utilities. Non-employee rent was between $40
and $200 per month. Four non-employees did not pay rent because they lived
ona 11fe estate.

® Department of Corrections’ employee housing rent was $27 jper month for
dormitory rooms. It was up to $120 per month for some employee houses.
No housing was provided to non-employees.

® Historic Preservation Agency’s employee housing rent was $40 per month
regardless of the house’s age, size, condition, or location. Non-employee rent
was between $25 and $300 per month.

® University of Illinois’ employee housing rent was between $0 and $300 per
month. Non-employee monthly rent varied between $0 and $425. University
officials said $0 rent was charged when houses and farm land were leased as a
package. The University received a share of crop revenue (e.g., half the net
revenue from crops) from these leases.
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~Two of the agencies in our sample did not provide any housmg to their
jemployees The Department of Transportation rented houses to non- employees for
$75 to $1,800 per month. . The University of Illinois Foundatlon rented houses to

non-employees for $0 (associated with farm leases) to $2, 127 (for an apartment .
building in Orange County, California).

‘ “Exhibit 5-1 shows that for the 18 State-owned houses' prov1ded to employees
that we tested, the total rent was $11 147 wh1le the total annual‘ cost was estimated at
$46, 010 :

$3,620 ~ $31,520
#k 6,567 | o 8,279
©960 | 3,253
L0 2,958

Conservation 8
Corrections ‘ 6
Historic Preservation 2
University of Illinois 2

l
* Included utilities, maintenance, and capital expenditures. Some cost was est1mated or was not

ava1lable Hok Est1mate

' SOURCE: Auditors’ review of agency data

The rent for 247 of 388 (64 percent) State-owned housing facilities was less
than $100 per month (see Exhibit 5-2). No rent was charged for 87 houses; their
Fiscal Year 1993 cost was $550,517. Rent-free houses included five life estates in
which the occupant could reside until death (or abandonment) Between $1 and $99
was charged for 160 houses; their F1scal Year 1993 cost Was $395 530 wh1le their
total rent was $94,656.

l
S1xty one of the rent-free houses belonged to umvers1t1est and foundat1ons
These houses were provided to employees with farm related duties (e. g., farm
foremen) and to employees required to live on site (e.g., , building mechanic, facilities
manager, airport manager). Some houses were on farms that requ1red non-employees
to share crop profits. Eight were presidents’ houses the1r F1scal Year 1993 utilities,
mamtenance and cap1tal expend1tures were estunated by umvers1t1es at $348,585.
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| Exhibit 5-2
DISTRIBUTION OF MONTHLY RENT
Employees and Non-employees ”
Fiscal Year 1993

Number of Housing Facilities

180 ~

160

(] Employees

‘ Non-employees

60 -
30 47
0 T T T
$0 $1-399 $100-$199 $200-$299 $300-%$999  $1,000 +
Monthly Rent
$0 $1-899  $100-$199 $200-$299 $300 - §999 $1,000 +
Employees 54 146 37 2 2 0
Non-employees 33 14 17 ‘ 25 30 8
Total 87 160 54 27 32 8

Note:  Houses for which no rent was charged included employees with site-related work duties (38),
non-employees who were tenant farmers (23), university Presidents (8), life estates (5), and Illinois
Judicial Branch (4). The exhibit excluded vacant facilities, facilities for which rent data was not
available, and one facility for which rent was charged on a daily basis.

Source: OAG review of agency data.
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~ Three agencies accounted for most of the housing whose rent was between $1
and $99: Department of Conservation (116 houses), Department of Corrections (26)
and Historic Preservation Agency (13). Conservation’s and Historic Preservation’s
houses were often rented to employees with- security respons1b111t1es Their typical
rent was $40 per month. Corrections’ housing was located W1th1n institutional -
facilities and was rented to employees generally for $75 to $90 wper month.

- The Department of Transportation leased 12 houses to non employees whose
rent was past due. The Department reported that a total of $48 349 was past due on
June 30, 1993 and that collection procedures had been initiated. Past due rent
exceeded $1,000 for five houses and was between $350 and $999 for seven more
houses One tenant was past due $24,750 on June 30, 1993 |

|

The Department had written procedures for collectlng past due rent and
evicting tenants. For example, their procedure was that if rent became 60 days past
due, relevant information would be submitted to the Bureau of Flmms The Bureau
‘would try to schedule payments with the tenant or seek the Attorney General’

assistance.

State agencies had not changed employees’ housing rent Efor many years. For
example, the Department of Conservation increased its employee housing rent (which
they refer to as a maintenance and utility fee) from $40.per month to $100 per month
in Fiscal Year 1994 (effective September 1, 1993). The rent was last revised in
1980. Their new housing policy states that rent will be reviewed again in five years.
Department officials said rent was being revised for non- employee housing.
Informatlon for the other agencies follows: o o

® Department of Corrections did not provide the date when 1ts housmg rent was
 last changed. ‘

e ;Historic Preservation Agency changed rent on most pfopjexties‘prior to 1979.
. Department of Transportation had a tenant Whose‘ $100 per month rent last
: ‘changed in 1970. Rent on six houses had not changed for five years and the

Department did not provide the date when rent’ last changed for four additional
houses. . ‘
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® University of Illinois Foundation said it changed rent annually on some
properties. For the remainder of their houses, the information was not
available. ‘

® University of Illinois did not provide the date when rent was last changed for
35 of its 52 State-owned houses. The rent on the remaining 17 houses had
changed since 1991. :

OTHER STATES. Some states considered multiple factors in establishing
rent. New Jersey based rent on the grade of housing, number of rooms, bathroom
facilities, kitchen, garage, and porch. North Carolina considered type of housing,
‘condition of unit, number of bedrooms, location of housing, and job requirements of
persons living there. Alaska had a bargaining agreement formula that considered
typical rent in the city, condition of housing (good, fair, poor), requirement to live in_
the housing (25 percent rent reduction), and amenities.

Our review of other states’ housing identified some of their objectives.
Maryland’s Department of Natural Resources had a policy which required that free
housing be justified using the following criteria: the residence is in an area with a
high volume of public users and there are frequent requests for information or
emergency services; and/or the residence is near land, improvements, or equipment of
substantial value which needs constant protection from vandalism, theft, or other
damage. ‘

A 1984 report to the North Carolina General Assembly by their Legislative
Research Commission suggested several criteria for determining which housing was
essential: security necessary for property, proximity to alternative private housing,
time required for employee to arrive at property in an emergency, and other benefits
to the state for employees to occupy the housing. :

With the exception of a two-page report completed by the Department of
Conservation that identified changes in utility and maintenance cost, the four agencies
with most of the State housing did not prepare any reports, studies, or analyses to
evaluate their housing. Such reviews could help agencies update policies, identify the
feasibility of alternative housing, adjust rent, and identify ways to better use State
resources.
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“‘O‘uld analyze the need for ;
yees and ~consrder altematrves to State

AGENCY RESPONSES - . o

LR Department of Conservation: "The Department has analyzed the need for securlty ‘
housing at our sites and strongly believes that such housmg provides a cost
effective means of protecting the State’s assets from vandalism and theft; serving
the public on a 24 hour basis; responding to emergencies and meetlng vital
operational needs at our remote parks and other facilities. As demonstrated by the
financial data presented in the auditors’ report, in FY93 the Department’s net cost

- for security housing was on average less than $3,000 per residence. If security
- housing was not utilized, we would be required to hire additional full-time
personnel at a cost of more than $20,000 per pos1t10n per year "X

"As discussed elsewhere in this report the Department is re-evaluatmg the rental

. amounts charged for non—securlty housing, and we agree to periodically review the.
adequacy of these charges in the future. The fee for all security residences was

- increased in September 1993. Department policy requlres this fee to be adjusted

- every five years to reﬂect changes in U.S. economlc 1nd1cat0rs

- *duditor’s Comment: While the audit presents infonnatiOn ‘qn the 1cos3t of the
- Department’s security houses, the report does not state that the net cost for security
- housing was less than $3,000 per residence, nor does the report assess the need for
or cost of full-time security personnel ‘ |
‘ o
‘W Department of Corrections:- "Updated procedures for settlng and adjustmg rent and
 utility fees will increase employees’ payments for most un1ts

® . Historic Preservation Agency "Taken as a whole, IHPA s 31te housing program is.

- not an undue benefit to the employees who occupy the houses Rather, itis a
prudent and cost effective solution to serious management concerns of site security

- and emergency response. The program serves to protect the cultural resources in
our charge -- our historic buildings and artifact collections. At a time when
vandalism and theft is on the rise at museums and historic' s1tes across the country,
site housing is more justifiable than ever before. And given | the alternative of
hiring full time night security staff, the program saves money for the Agency and
the State."

(continued on next page)
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AGENCY RESPONSES (continued)

®  Department of Transportation: "The Department accepts the recommendation.
Currently the Department reviews rental rates every three years or upon initiating a
new lease." :

B University of Illinois: "The University provides a limited number of rental
discounts to employees who perform security, maintenance, or other property
management services on the property where the residence is located. The need for
these services and method of compensating employees who perform them will
receive continuing, periodic review. Also, procedures for periodic review of rental
rates will be established."

®  University of Illinois Foundation: "The Foundation provides no rentals to.
employees."

Security deposits are commonly required of tenants in the private sector
because they help pay for tenant damage to the rented property. However, three of
the four agencies that had the most employee housing, Department of Conservation,
Department of Corrections, and Historic Preservation Agency, did not require
security deposits. The fourth agency, University of Illinois, required a damage
deposit equal to one month’s rent for housing at Allerton Park. -

Security deposits for State-owned non-employee housing varied considerably.
Department of Conservation did not require a security deposit from non-employee
tenants. Historic Preservation Agency required one month’s rent for non-employees.
University of Illinois held crops as security deposit for tenants on trust farms.
Department of Transportation collected advance rent on houses; however, advance
rent was not the same as a security deposit because the tenant would not have to pay
rent during the last month(s) of the contract. For example, one tenant paid $4,800 at
the beginning of the lease which was equal to three months rent. However, the tenant
was not scheduled to pay rent for the last three months of the lease. Furthermore, the
Department required different amounts of advance rent from various tenants --
between one and three months.

Department of Conservation officials stated the need for security deposits from

employees is diminished because employees pay rent through payroll deduction and if
they caused damage the Department can withhold money for accrued vacation and
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sick days. Our review of other states’ housing 1nd1cated that Alaska ‘Maryland, and
Vermont required a security deposit for their housing. Alaska’ s secunty deposit was

$250

. RECOMMENDATION NUMBER 6

L The Depanment of Conservatton, Depanment of Correctwns, Department
o of Transportatwn, ‘Historic Preservation: Agency, Umversu‘y of Illmozs,
... and University of" Illmozs Foundatzon should reqmre all employee and

“nan-employee tenants tate-ow; . y

3 fdeposu‘

easonable secunty

AGENCY RESPONSES

Department of Conservation: "The Department agrees to ‘reguire non-employee
tenants of State-owned housing to pay security deposits. However, we do not
believe such deposits are required from tenants who are employees because
alternative control procedures exist. All Department employees are on delayed
payrolls and most have accrued leave time. As a result the Department has an
opportunity to withhold the cost of tenant: damages from these sources.

"In December 1993, we contacted the natural resource agenc1es in 10 midwestern

states. None of these agencres requ1red employees in secur1ty housmg to pay

security deposits."
|

Department of Corrections: ". . . since all of our housing is occupied by

- .employees, we believe there are simpler alternatives to: administering:security .

deposits. The deduction provisions of 15 ILCS 405/10.05 should provide the
easiest way to recover unpaid damages to a housing unit."

' Department of Transportation: "The Department s Policy and Proeednres Manual
‘was revised in 1992 to require tenants to pay a security dep031t when initiating a

new lease. Our standard lease form w111 be rev1sed to 1nclude a security deposit
prov1s1on in all new lease contracts.' : : ‘

University of Illinois: "The University will reassess its present procedures for
safeguarding rental properties from tenant damage. Management pract1ces will be

- modified as necessary to ensure that the security of the propertles is properly
* maintained, including the use of secur1ty deposits."

University of Ill1no1s Foundatlon "The Foundat1on w1ll reassess its present >
procedures for safeguarding rental properties from tenant damage Management

- practices will be modified as necessary to ensure that the securlty of the properties

is properly maintained."
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Three of the four agencies that provided the most housing to employees paid
the utilities of the State-owned employee houses; they were the Department of
Conservation, Department of Corrections, and Historic Preservation Agency. The
fourth agency, University of Illinois, paid the utilities for 10 of its 26 employee
housing, including two employees who were in our sample. Both were farm foremen
who paid no rent because the University considered living in the house a condition of
employment.

As shown in Exhibit 5-3, the utility costs of the 18 employee houses in our
sample was estimated at $32,908 during Fiscal Year 1993.

Conservation 8 $21,376
Corrections 6 8,279
Historic Preservation 2 3,253
University of Illinois 2 0

* Utility cost for some houses was estimated or was not available.
SOURCE: Auditors review of agency data.

The Department of Conservation paid the utilities for all State-owned houses
provided to security employees. The utility meters for employee housing were not
separated from other park utilities. Department representatives said several different
utility companies served a park site and it would be too expensive to separate utilities.
However, all non-employee tenants and employees living in non-security housing had
separate meters and paid their own utilities.

Similarly, the Historic Preservation Agency paid utilities for all houses
provided to employees but not for houses leased to non-employees. The monthly

housing rent for employees was $40.

Department of Corrections paid the utilities for all housing provided to
employees. The Department also had some houses which were individually metered
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and some which were not. The rent on houses was no more than $120 per month.
Furthermore, Department officials stated that no employee was required to reside i in
their housing as a condition of employment. While it is possible that the Department
may find it costly to install separate utility meters for each dormrtory room, it could
have established a utility rate schedule for such situations. | ‘

Our survey of other states’ housmg 1dent1f1ed the followmg about who pa1d the
ut111t1es ‘ K

o Hawan Kentucky Montana Nebraska and Utah pa1d ut111t1es for employee
houses. ‘

® Alabama, Iowa, M1ssour1 Oklahoma and Tennessee pard ut111t1es for some
employees’ houses. ‘ o

e lAnzona Delaware Pennsylvanra and Texas shared ut111t1es for employee
‘houses. : ‘

L ;Alaska Cahforma Colorado, Florida, Idaho, Mame Maryland Michigan,
-~ Nevada, New Jersey, North Carohna and Wlsconsm requrred employees to -
‘pay the utilities. Alaska and California had fixed rates that they charged for
utilities. - For example, Alaska charged $150 per month for utilities. Nevada
‘required tenants living in state parks to pay utilities, whrle North Carolma
‘required all tenants to pay utilities.

”fREC@M {EN] “Anozv NUMBER 7

) ia.t' ormztones not mdmdually metered.“

AGENCY RESPONSES

u Department of Conservatlon "The Department already requires all employees in .
non-security housing to pay all of their utility costs.. Employees in security
- housing share the cost of the1r ut1ht1es through the payment of a monthly utility
- and maintenance fee." | SR

® . University of Illinois: "To the extent practicable, the University will require |
employees living in Umversny owned propertles to pay utlllty expenses d1rect1y to
‘ the serv1ce prov1der |
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State agencies’ selection of tenants for residential housing was informal
and undocumented. The four agencies that provided the most housing to
employees did not have application forms to request housing, written criteria for
selecting tenants, or records of their decision on who should get housing.
Although living in State housing was required for some employees, the specific
duties they were to undertake by living in the housing were not documented.
Monitoring of housing was generally not documented so we could not determine
if it was performed.

We tested internal controls pertaining to housing at the six State agencies that
provided the most housing during Fiscal Year 1993: Department of Conservation
(150 housing benefits), Department of Corrections (62), Department of Transportation
(56), University of Illinois (56), University of Illinois Foundation (17), and Historic
Preservation Agency (16). The Department of Transportation and the University of
Illinois Foundation provided housing to non-employees only. The specific number of
housing benefits we tested is shown below in Exhibit 6-1. :

Conservation 0 15 2
Corrections 0 6 0
Historic Preservation Agency 0 2 0
Transportation 0 6 0
University of Illinois 2 6 2
University of Illinois - Foundation 0 2 0

SOURCE: Auditors’ review of State agencies’ data.

Internal controls include methods and procedures adopted‘byf management to
ensure that goals and objectives are met. The controls we reviewed included statutory
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authonty, housmg policies, application forms, lease contracts, accountmg records,
housing reports, and monitoring documents o i

‘Agencies’ selection of tenants for State-owned residential housing was informal
and undocumented. The four agencies that provided the most housmg to employees
lacked . appl1cat1on forms for requesting housing, written cr1ter1a for selecting tenants,
or written record of their decision with reasons behind the dec1s10n on who should get
housmg The four agencies were Department of Conservat1on Department of' ‘
Corrections, Historic Preservation Agency, and University of Illinois: We found only
one Department of Corrections’ tenant who wrote a two sentence memo requesting
housing. The following illustrates methods used by all six agenc1es to select tenants:

o jDepartment of Conservation - agency representatwes sa1d they had two' types
~of houses:  houses assigned to employees to provide security and houses rented
to others which they called non-security housing. For the second category,
representatives said their preference was to select employees first and then
‘select non-employees, preferably security conscious individuals such as police
‘officers.” They added that frequently such housmg was advemsed through
}word of mouth and that they also received 1nqu1r1es from 1nterested parties.

° jDepartment of Corrections - an agency representauve sa1d the housing,
which was located within prison compounds, was provided to employees only
and generally was assigned on a first-come, ﬁrst—serve bas1s

e ;Hlstorlc Preservation Agency - an agency representat1ve said the houses were

| ‘assigned to employees who provided site security. The Agency also had five
‘non-employee houses. When such a house became vacant, individuals within.
‘the area learned about it through word of mouth' and contacted the Agency ‘
'The Agency did not advertise vacant houses to get tenants

® Department of Transportation - a district representatlve said when a house
'became available, the first person on the waiting list completed an application
“form and, if the credit references checked, was rented the house.  The
Department did not have a waiting list for any of the six houses in our sample
and did not have application forms for two of six hous1ng sampled. =

] Umversnty of Illinois - an agency representat1ve sa1d the umvers1ty typ1cally

' provided free houses to employees as a condition of employment Examples
~of employee tenants were livestock farm managers,. farm foremen, and
researchers. Three employees at Allerton Park (in Mont1cello) were prov1ded
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a house for reduced rent in exchange for security and maintenance services.
The majority of the University’s non-employee housing was on leased farms.
The turnover of tenants was low. Individuals within the community generally
learned of available farms and housing through word of mouth.

® University of Illinois Foundation - an agency representative said individuals
within the community generally learned of available farms and housing through
word of mouth. Most of the Foundation’s housing was farm related and the
turnover of tenants was low. All Foundation housing was provided to non-
Foundation employees, including three houses to University of Illinois
employees. One was the University of Illinois President’s condominium in
Chicago (he was also provided a house in Urbana by the University of
Illinois), the other two were used by various individuals in lieu of hotels.

A formalized application and selection process can improve determining
whether there is a significant need for the State to provide low rent housing,
strengthen controls, make the process more objective, and ensure that decisions are
adequately documented so that written State records are created.

REC’OMM DATION NUMBE _ ‘1138‘

The Department of Conservatlan, Department . of Correctzons Hlstonc
‘ Preservatzon Agency, Depanment of Transponatzon, Umverszt‘y*i{m

) ‘receive ‘State houszng and why they were sel

AGENCY RESPONSES

B Department of Conservation: "The Department agrees to review our current
practices for selecting tenants and will take appropriate action to enhance our
selection process. However, the Department believes that our existing housing
policy and procedures already address most of the recommended changes for the
selection of tenants."

®  Department of Transportation: “The Department uses an application form and
obtains a credit evaluation for prospective tenants. Property is then rented on a
first come basis to credit worthy applicants. The Department does not rent to
employees."

(continued next page)
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AGENCY RESPONSES (contmued)

o Un1ver51ty of Illmo1s "The preponderance of Un1vers1ty owned employee—
occupied hous1ng is prov1ded as a condition of employment; The criteria for
selecting an employee governs who may reside in the houses. Most Un1vers1ty—

~ owned houses occupied by non-employees are trust farms which operate as quasi-
commercial enterprises. The criteria for select1ng the farm | operators determines
who will reside in these facilities. Written criteria and selection records will be
developed and maintained for the few rentals Wthl’l do not 1nvolve the selectlon of
an employee or farm operator ‘ '

- m Univers1ty of Illinois Foundation: "Most Foundation owned houses are located on
: farms. The criteria for selecting the Farm operators usually determines who. will
reside in these facilities. Written criteria and selection records will be developed
~ and maintained for the few rentals which do not 1nvolve the select1on of a farm
operator." ‘

The Department of Conservation,: Historic Preservation ‘Agency,‘ and
University of Illinois required some employees to live in State housmg as a condition
of their employment. However, the reason why it was' a requlrement was not set
forth in writing. Department of Conservatlon and Hlstonc Preservatlon Agency
officials said their employees provided site secunty

‘ In addition, the agencies did not detail the particular responsibiﬁties that these
employees would be carrying out by living in the house. They only appeared in job
descriptions for some employees. A job description for a Historic Preservatlon
Agency Site Manager II stated: ", . . supervises and’ partrcrpates 1n the maintenance
of site grounds, facilities, and equlpment monitors and 1mplements s1te secunty and
safety program . N ‘

A Umversrty of Illinois lease contract stated that the employee was required to
live on the " . property as a portion of his respons1b111ty as Park and Building

Manager. In partlcular this house secures the north entrance road gate. . . '

The agencies could have specified in writing such employees’ responsibilities
which would also help explain the need for providing State honsing A listing of
responsibilities could detail things such as opening and closing buﬂdmgs answering
public inquiries (e.g., about facilities or recreation available, regulatrons), assisting
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lost persons, and reporting emergency situations like fire, floods, power failures, or
icy roads.

Among the other states, New Jersey was developing responsibilities for
employees required to live in State housing. These responsibilities, for example,
included knowing procedures to assist visitors who needed directions, to provide
medical assistance, to assist persons who had an accident, and to contact police or fire
stations. ‘

There were also no written criteria why security personnel were required to
live in certain housing as a condition of employment and entitled to housing benefits.
The Department of Conservation determined who would live in non-security housing
on a case-by-case basis.

State agencies could have established written criteria, which if met, would
document that it was essential for an employee to reside in that house.

: 'Th Department of ‘Conservatwn sttonc Presermtzon Agency, and

versi of Illmots should develop written cntena Jfor determining who
“and why, and state the speczﬁc responsiblhties .
pet:fomz effectzvely by living in the State

AGENCY RESPONSES

®  Department of Conservation: "The Department agrees to prepare a written
summary of the types of responsibilities that employees in security housing are
expected to perform. Additionally, we will formally document the criteria which is
currently used to determine the need for security housing. However, the main
criteria used in this determination are already stated in the Department’s existing
housing policy."

B University of Illinois: "The University is in the process of developing a written
policy concerning management of rental housing. That policy will identify
positions which require employees to live in University facilities as a condition of
employment, and it will enumerate the responsibilities of those employees."
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| . The Department of Consetvation, ‘Department of Corrections, Historic
Preservatlon Agency, and University of Illinois did not keep written records of their
monitoring of housing or employees assigned to live in State housmg Without
~documents, it is difficult to determine the extent of monltonng wand frequency of site
visits. :

" The only documentation that evidenced any monitoring for these agencies was
(1) the Department of Conservation "Dwelling Survey Form" Whlchcohtamed ‘
information on the tenant, house description, and house condltlon and (2) the -
Department of Transportation’s "Property Inspection and Narratlve Report Log."

Monitoring may accomplish several purposes: (1) prfovijde supervision‘ and
ensure the employee is present at the work site, especially an employee who is

-required to be available at all hours; (2) ensure the house is- be1ng used for authorized
purposes; and (3) ensure the house is in proper living condltlon since the State may
have some liability if the house is unsafe (discussed in Chapter 4).

RECOMMEN‘ 'nozv NUMBER 10

‘ The Department of Conservatwn Department of Correctzons, sttonc S : 7
- Preservation Agency, and University of lllinois should conduct regular - -
o ‘s1te vzszts to State-owned employee housmg and keep wntten records of
these vzszts : Sl :

| AGENCY RESPONSES
LI Department of Conservatlon "The Department will enhance our procedures to
ensure that written reports are prepared to document 1nspect10ns of State-owned
housing. It should be noted, however, that such housing islocated at the
; Dep}artmen‘t’s‘sites and currently is inspected on anron—gOing basis."
n | ‘Unive'rsity of Illinois: "The Un1vers1ty w111 1n1t1ate a program of regular res1dence

momtorlng, Wthh will 1nc1ude mamtammg records of site v1s1ts and the ﬁndlnos of
those visits.' : ‘
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STATE OF ILLINOIS
EIGHTY-EIGHTH GENERAIL ASSEMBLY
SENATE
Senate Joint Resolution No. 21
Offered by Senators Topinka, Watson, Deangelis, Eall,
Demuzio, O'Daniel, Stern, Geo-Karis and T. Dunn
WHEREAS, An important function of the Auditor Gehetal is
to research areas in which the use of State resourceé could

be made more efficient; and

WHEREAS, A recent survey identified approximately 150
houses owned by various State entities, ranging iﬁ value
from from §5,000 to §3,500,000, that are provided ﬁo State

officers and employees for little or no rental cost; and

WHEREAS, News reports have questioned the i‘Stai:e's
practice of providing housing to State officers and

employees for little or no rental cost, and

WHEREAS, The State also provides other housing benefits
to State officers and employees in the form of}housing

reimbursements, allowances or other subsidies; and

WHEREAS, Research is necessary to determine whether the
State's practice of providing housing and hous1ng
reimbursements, allowances or other subsidies to State
officers and employees is an efficient use ‘ofi State

resources; and

WHEREAS, Research is also necessary to determinefwhether
State-owned housing through lease or other arrangements is
brovided to persons who are not State employees; therefore,

be it

RESOLVED, BY THE SENATE OF THE EIGHTY-EIGHTH ;GB’NERAL
ASSEMBLY OF THE STATE OF ILLINOIS, THE  HOUSE OF
REPRESENTATIVES CONCURRING HEREIN, that the Auditor General
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‘33,officers and employees,“

is directed to conduct a management audit of the State's

practice of providing housing and housing reimbursements,

allowances “or other subsidies ‘to State officers and

employees, and, if applicable, State-owned housing to other3'

persons; and be it further‘

. RESOLVED,VThat this audit shall include,lbut need not be‘
?%*limited to, the followang determinations.j | o
o 1. Whether State entities, including universities and -
%:‘university-related organizations, that provide housing or:
V:,housing reimbursements,‘ allowances and other subsidies toi"
f; State officers and employees, have policies -and guidance for;
"%i determining which officers and emplogees are eligible toﬁ'
j"receive such housing benefits, how such. housing benefits .are
Y‘Vallocated and what compensation values should be assigned .
Rirto such benefits; . ‘ S ‘ “ ‘ | ; 7
’ 2.‘ Whether State entities, including universities andh
universitg-related organizations, that provide housing or
Lshhousing reimbursements, allowances and. other subsidies to
State officers and emplogees, account for such housing‘
I{Vbenefits in officer and emplogee compensation and whetherr
~ such ‘ treatment or benefits is uniform ‘and consistentr'”

throughout the entitg,

,35 Whether State entities, including universities and

;{-universitg-related “:7 organizations, ;ﬁ have ‘j adequate
f justification -:for provrding housing o a£3 housingi

reimbursements, allowances and other subsidies to State: -

4 Whether changes in policies LVor‘ statutes “are

"necessary to better _guide State practices in providing‘

};‘housing or . housing reimbursements,4 allowances and other
U;'subsidies to State officers and emplogees, and i .
"5, Whether State-owned housing is ‘provided through“

b lease -or other arrangements to persons who are not State;

&y




employees and, if so, whether the providing State entity has
in place policies for the allocation and use of such
housing, and whether the allocation and use of such housing

is adeguately justified; and be it further

RESOLVED, That all State entities which maé have
information relevant to this audit shail cooperate fu#ly and
bromptly with the office of the Auditor General ﬁn the
conduct of this audit; and be it further |

RESOLVED, That the Auditor General shall commesce the
audit as soon as possible and shall report his fﬁndings
which are to include legislative initiativeé and
recommendations, by January 31, 1994, to the‘Legislative
Audit Commission and the members of the General Assemély in
accordance with the provisions of the Illinois; State

Auditing Act.

Adopted by the Senate, April 28, 1993.

Concurred in by the House of Representatives, uay 26,

1993.

Representatives

Representatives
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~ In this audit, "house" includes house, townhouse, mobile home, apartm‘ent,
condominium, dormitory, cottage, cabin, or other residence. Housing "allowance"
means allowance, reimbursement, or other monetary subsidy for housing. -

The audit period was Fiscal Year 1993. Information for the audit was
gathered between July and October 1993. We reviewed statutes, administrative rules,
the Comptroller’s Uniform Statewide Accounting System manual, agency policies and
records. We also conducted site visits and interviewed agency representatives. We
also conducted a telephone survey of other states to determine if they provided
housing and had any statewide policies (see Appendix E).

Since the State of Illinois did not maintain central information on residential
housing, a survey questionnaire was used to gather data on housing benefits provided
to employees and non-employees. A total of 147 State agencies, boards,
commissions, universities, and university-related entities were included in the survey.
Agencies’ responses to the survey questionnaire are summarized in Appendices C and
D. The questionnaire requested data on: (1) housing allowances, (2) State-owned
houses provided to employees, (3) State-owned houses provided to non-State
employees, and (4) houses not owned by the State (i.e., leased or rented).

The questionnaire requested agencies’ authority to provide housing, housing
policies, and reports on housing. It asked for specific information on housing benefits
to both employees and non-employees, such as dates: of benefits, rent, cost, date rent
was last revised, fund used to pay benefits, and reason for prov1dmg benefits. The
questionnaire excluded the following:

a. housing provided for short durations, such as to the pubhc 1n State lodges or
to employees on out-of-town assignments;

b. employee-owned/controlled housing used on travel status if FY93 payment to
employee was below $1,000;

c. housing provided to residential directors and assistants who hve in un1vers1ty
dormitories; and

d. housing provided to wards of the State or patients.

Detail testing was conducted at agencies that had at least ten ‘houses or

allowances in Fiscal Year 1993. The six agencies that fit this criteria were the
Department of Conservation, Department of Corrections, Historic Breservation'
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‘Agency, University of Illinois, Un1vers1tyof Tllinois V‘FOundatiojn;,anjd Department of
- Transportation. = L S A R .

e ~ We performed a risk analysis to determine the extent of testing that was

!\ mecessary. Only the Department of Conservation had a management report on
- housing that was computerized. Since we did not find significant discrepancies o
" between computerized data and hard copies of agency records in the housing benefits -~

. tested, and since it was not an integral part of our audit, we did not perform general

. controls testing of their computerized information system. Instead, we relied upon -~
- our auditors to review the reliability of Conservation’s data processed by electronic o

- data processing systems during the regular financial and compliance audit of the -
‘agency.. - ST AR : T

- ~ Two types of tests were performed at these agencies: testing of internal ,
- controls and testing of housing benefits. The management control documents that we
. reviewed included agency policies, application forms (or other records demonstrating
. the process of selecting tenants), lease contracts, accounting records, management .
* ' reports, monitoring documents, and procedures for managing the houses that were

~available at the agencies.

' Housing benefits tested consisted of allowances, houses, and leased residences.
 Approximately ten percent of each agency’s housing benefits were randomly. selected -
- for detail testing -- housing benefits were consecutively numbered beginning with the
-~ number one and the computer generated the random numbers. In addition, we
| reviewed all their leased housing and housing allowances. - o

, ‘During fieldwork, a few more houses were identified. For example, the
Department of Conservation identified a leased trailer after testing had begun. The
o . Department of Corrections identified three houses after testing was completed. ‘The
" . table below shows the housing known at the time we drew the sample. -

Depart‘ment of Conservation | 146 1 16
- Department of Corrections - 58 6 0 6
© .+ |l University of linois -~ | 57 . 6 4 10
.|| Department of Transportation OSTR 6 S0 6
- 1 University of lllinois Foundation | 17 2 0 2
‘Historic Preservation Agency Co 2 0 2
TOTAL.
el & il Sl Sl W D 1.

L * One house was later identified to be outside the time period beingf-audited, leaving'the Departmen
- ... .with 56 houses. - R B S IEE R o '







This appendix summarizes administrative information on all zagenc1es that
provided housing allowances, employee housing, non-employee housing, or non-State
owned housing. Specifically, it contains information on the followmg

1.
2.
3.
4.
5.

Name of agency

Type of housing benefit provided
Authority to provide housing
Agency housing policies

Reports on housing

A survey questionnaire was used to obtain this information on housing benefits

provided during Fiscal Year 1993. Some changes were made to thé agencies’
questionnaire data based on auditors’ reviews and supporting documentation that the
agencies could provide. The following definitions were used in the survey
questionnaire: ‘

*

ek

Employee means State officer or employee of this agency.

Housing means house, townhouse, mobile home, apartment, :condominium,
dormitory, cottage, cabin, or other residence. ‘

Housing allowance means allowance, reimbursement, or other monetary
subs1dy for housing.

Rent means any charge paid to the State for housing, 1nc1ud1ng lease payment,
maintenance fees, or utilities.

~ "Non-employee" means non-employee of the agency.

Travel regulations provided authority since housing was in lieu of lodging.
DCCA said its statute authorizes it "...to establish overseas offices..." and

added that granting allowances to expatriate employees is a usual and
customary business practice necessary to foreign operations. -
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v
- oM

Not apphcable ‘ ‘ ‘
- Although several agencies 01ted thelr enabhng leglslatron the leg1slat10n did

- not prov1de specrﬁc relevant authority to prov1de housmg benefits. Other ‘
*  agencies cited an internal policy wh1ch is. reﬂected in the next column 1f 1t was

o relevant and documented

@

e

The Umvers1ty has estabhshed pohcy and gurdehnes for the operation of the
_ President’s home and campus unrts leasmg space outsrde the Champalgn- '
Urbana area. o . - :

The Umversrty has estabhshed guldehnes for the Chancellor and Pres1dents of

SN the Southem Illm01s Umvers1ty System

‘ " Note:
- S Approprratrons Commlttee whlch detarled mformatlon on umversrty housmg

The Board of ngher Educatlon conducted a study in 1986 for the Senate

K ‘Pohcy estabhshed by Govemmg Board

Illmors Medrcal Center Comm1ss1on Housmg Pohcy Guldehnes became
o effective on July 21, 1993 Th1s audrt covers Flscal Year 1993 whrch ended
'EJune30 1993, . T S e :

The Department owned some add1t10nal houses that were vacant for all of
: ’FY93 Officials. sa1d they were never mtended to be rented therefore they
- were not mcluded ‘ S

' 3‘10fﬁc1als stated the Department has two types of employee hous1ng houses |
,i‘ass1gned to employees to provide security (101 houses) and houses rented to -

. 'gothers which they called non-secunty housmg (20 houses)
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This appendix shows housing benefits provided to State officers, employees,
and non-employees during Fiscal Year 1993. The agencies in this appendix are
organized into four categories: elected Constitutional Officers, code departments,
universities and foundations, and all other State agencies.

A survey questionnaire was used to obtain this information on housing benefits
provided during Fiscal Year 1993. Some changes were made to the agencies’
questionnaire data based on auditors’ reviews and supportmg documentation that the
agency could provide.

Data about agency housing benefits could be under the folloWing'headings:
allowances, employee and non-employee housing, and leased housing.

® The following information is provided on housing allowances: title of
employee receiving allowance, city and county of housing, amount of
allowance provided (e.g., rent and utilities), date allowance was last revised,
and agency’s reason for providing allowance. For employees who were
reimbursed pursuant to travel regulations, a threshold of $1,000 was used.

® The following information is provided on employee and non-employee
houses: employee title, city and county where housing was located, age of
house, square footage of house, appraisal value of house, rent, and cost to
-agency (e.g., utilities, maintenance, capital improvements).

® The following information is provided on leased housing (some of which was
leased for part of the year, such as during the legislative session): employee
title, agency expense, rent charged, and agency’s reason for leasing the
housing. :

"Non-employee" means non-employee of the agency.

"Allowance" means rental payments, while the column titled "Other" includes
furniture, utilities, garbage, etc.

* Agency estimate.

ok Agency indicated monthly rent was not applicable.
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o

Zem o

wwy

. NA

BORS

o
9

Not apphcable , : : c
Appralsal amount 1ncludes dwelhng and property acqulred for hrghway e
purposes

- Utility expenses for- other burldlngs are also 1ncluded in the Agency S Flscal ,

Year 1993 cost. -
Officials stated the Depaxtment has iwo' types of employee housmg houses

' 'ass1gned to employees to provide securrty (101 houses) and houses rented to

others which they. called non secunty housmg (20 houses) See correspondmg
footnote N. : : ‘
Dorm1tory monthly rent charged on a ‘per employee bas1s

Two employees resided within same home during different time perrods -
Fiscal Year 1993. Therefore, the housmg benefit was counted as one.

" Endowment farms leased to tenant operators. Charge for rental of. farm assets

does not ‘separately 1dent1fy an amount for farm- res1dence o :
Gift farms leased to tenant operators. Charge for rental of farm assets does '
not separately identify an amount for farm res1dence :

*  Donated Funds
- Life Estate.

Non-security employees are responsrble for all ut111t1es and the mamtenance of
the residence. The Department pa1d ut111t1es for three res1dences Wthh were
vacant during part of FY93. - -
Foundatlon receives 20% of rental proceeds

Renovation of house. '

= ‘Monthly rent and FY93 cost mcluded W1th leased property in Aubum

Sangamon County. :

- The Department owned some addltlonal houses that were vacant for all of .

FY93. Officials said they were never 1ntended to be rented they were

' therefore not 1ncluded
“Vacant property

These houses are ona farm at Slte M and are leased w1th the farm

Rent includes any charge pard by employee/non employee to the State for |

housing, mcludlng lease payment, mamtenance fee, and utilities. ,
~Agency’s cost may include capital 1mprovements ut1ht1es and mamtenance ,
Agency’s FY93 total cost of $41,512 included utilities: -electric $1,400;
propane $645; maintenance: $270 Capital Development Board project (asbestos

'removal) $34,200; and the trailer rental $4,997. For 1nformat10n regardmg

6A)

lease of trailer see- footnote (BA). ‘

A trailer was rented on a temporary bas1s to provrde housmg wh11e resrdence
was being remodeled as part-of a Capltal Development Board project. The -
project was scheduled to be completed in late 1993 See correspondmg
footnote (3) - ‘ DU - L
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ADDENDUM

Page 138 of the Management Audit of State Housing Benefits lists the location of a

housing allowance for the Deputy State Fire Marshall as Springfield in Sangamon County.
correct location of the allowance is for Chicago in Cook County. :

The




€




5 -

P

During the summer of 1993, we conducted a survey of the 49 other states to
determine their housing benefits. A summary of data supplied by representatives of
the states is presented on the following pages. Illinois’ data was added for
comparison. The exhibit has six headings explained below:

1. Housing Benefits | Does the state provide housing benefits or housing
allowances?

2. Laws or Policies =~ What laws or policies does the state have on residential -

housing or housing allowances: statewide, agency
specific, or none?

3. Tenants What type of tenants does the state have?

4. Rent Charged Is rent ever charged by the state for housing benefits
provided? ‘ :

5. Utilities Who pays the utilities for housing benefits that are

provided: the state, the tenant, or are they shared?

A

Security Deposits  Are security deposits required by the state?

141




Appendix E

SURVEY OF OTHER STATES’ HOUSING

HOUSING LAWS OR RENT ‘ SECURITY
STATE BENEFITS PQLICIES  CHARGED UTILITIES DEPQOSITS TENANTS
Alabama : Yes None N/A - State paid/ | N/A University officials
‘Tenant paid ~ State employees

Arizona Yes  Agency specific Yes Shared N/A University officials
' ' ' ' ’ ‘ State employees

California Yes  Statewide. ~ Yes Tenant paid - NA University officials
State employees

Connecticut Yes None N/A N/A N/A ' Governor
' State employees

Florida o Yes Statewide Yes  Tenant paid ' N/A Governor
. : ' s : University officials
- ' : ‘ ; State employees

Hawaii Yes  Agency specific No State paid ‘ N/A Governor
University officials
State employees

143

. - —




STATE

itlinois

HOUSING
BENEFITS

Yes

Appendix E

SURVEY OF OTHER STATES’ HOUSING

LAWS OR RENT
POLICIES CHARGED UTILITIES
Agency specific Yes State paid/
Tenant paid

SECURITY
DEPOSITS

Yes

TENANTS

Constitutional officers
University officials
State employees
Non-employees

lowa

Yes

Agency specific

Yes

State paid/
Tenant paid

N/A

Governor
University officials
State employees

Kentucky

Yes

Agency specific

YBS

State paid

N/A

Constitutional officers

University officials
State employees

Yes

Governor
University offlcials
State employees

N/A

N/A

N/A

Yes

None

Yes

Governor
State employees
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© - HOUSING
STATE BENEFITS
Missouri Yes

Nebraska Yes

Rhode Island - .

Appendix E

SURVEY OF OTHER STATES’ HOUSING

LAWS OR
PQLICIES

Agency specific

RENT
CHARGED

Yes

145

UTILITIES

State paid/
Tenant paid

SECURITY
DEPQSITS

N/A

TENANTS

University officials
State employees

Constitutional officers
University officials
State employees

Governor
University officials
State employees




Appendix E

SURVEY OF OTHER STATES’ HOUSING

HOUSING LAWS OR RENT - SECURITY
STATE BENEFITS POLICIES  CHARGED UTILITIES DEPOSITS

South Dakota : Yes None Yes N/A N/A

Texas ‘ Yes Agency specific Yes ‘ Shared/ N/A
‘ State paid

Vermont ‘ Yes  Agency specific Yes - “NIA \ Yes

Washington ‘ Yes Statewide " No Tenant paid N/A

Yes  Agency specific Yes Tenant paid ‘ N/A

* State offlcifais did not respond.
N/A Information was not available. ‘
SOURCE: Other states’ data summarized by the Office of the lllinois Auditor General.
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TENANTS -

Constitutional officers
University officials
State employees

Governor
State employees
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Eﬁ State of Illlinois * Jim Edgar, Governor
g - E—é DEPARTMENT OF

B= CENTRAL MANAGEMENT SERVICES

Stephen B. Schnorf, Director ‘

==
e —1

December 17, 1993 f%~

Ameen Dada -
Audit Manager
- Office of the Auditor General
" Marriott Commerce Building
509 S. 6th Street, Room 151
Springfield, IL 62701

Dear Mr. Dada:

I have received the draft report in regard to state housing benefits. On
behalf of the Governor's Travel Control Board, I would like to respond to the
report, specifically relating to the Section pertaining to housing
reimbursement.

The Governor's Travel Control Board regulations allow for employees to be
reimbursed for using their own housing in lieu of hotels while on travel
status. This rule, Section 2800.410 of the Governor's Travel Control Board
rules, allows employees to be reimbursed 75% of the applicable lodging rate.
Current rates allow employees to reimbursed $37.50 per night downstate and
$45.00 per night in the Chicago Metro area. Reimbursement cannot exceed the
annual mortage/rent paid by the employee.

Historically, there were no limits set on monthly mortgage/rent. The
Governor's Travel Control Board revised Section 2800.410 to place caps on
housing reimbursements: Since September 1, 1992, the caps for housing
reimbursement have been: $550.00 downstate, $700.00 suburban Cook and collar
counties, and $960.00 city of Chicago. These figures were implemented based
on average rental rates as determined by the real estate industry.

(03

Agencies wishing to provide travel reimbursement to indiVidua1s for employee
owned or controlled housing must submit a written request to the Governor's
Travel Control Board. The request must be from the Agency Head, state the

location of the housing, the mortgage/rental payment, the distance from the
individuals' worksite, and why the housing is required. The Board reviews
each request and returns a written response to the Agency.

505 Stratton Office Building, Springfield, lllinois 62706

Printed on Recycled Paper
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The draft report indicates that three Agencies failed to submit quarterly
housing reports as required. To insure that Agencies comply with the rule,
the Board has implemented a procedure to notify agencies which fail to submit
a quarterly report as required. '

I have enclosed a copy of Section 2800.410 for your review.

Thank you for the opportunity to respond to the draft report. If you have any

 questions, please feel free to contact my office at (217) 785-0707.

Sincerely, |
_ ‘ < /7
Michael D. Smith

State Travel Coordinator
‘Governor's Travel Control Board

Attachment

1y

fre

150




i

lllinois Department of Conservation

LINCOLN TOWER FLAZA & 524 SOUTH SECOND STREET e SPRINGFIELD 62701-1787 CHICAGO OFFICE e ROONM 300 & 100 WESTRANDOLPH & CHICAGO 60601 -

Brent Manning. Director John W. Comerio, Deputy Director éMéé'F \‘Clay Assxstam Director

REE)

SN T Pm 12 11

January 5,

Mr. Ameen Dada, Audit Manager
Office of the Auditor General
509 South Sixth Street, Room 151
Springfield, IL 62701-1878

Dear Mr. Dada:

Thank you for giving the Department of Conservation an opportunity
to review and comment on the report for your management audit of
State housing benefits. Agency responses for each audit
recommendation affecting the Department are attached to this
letter. As indicated by our responses, we agree to review our
existing housing policy and procedures and to revise them where
appropriate to address concerns identified in your report.
However, because the scope of your audit was State government-wide
rather than limited to the Department of Conservation, we believe
your report does not clearly present some aspects of our existing
housing practices and actions we have taken during the past year to
strengthen these practices. Information to clarify the
Department’s current housing practices is therefore included in
several of our responses.

In addition to our responses to your specific recommendations, I
would like to emphasize that the Department has explicit statutory
authority to provide employee housing at our sites and we strongly
believe the use of security housing is an essential aspect of our
management of State parks, fish hatcheries, game farms and-other
Agency facilities. Such facilities typically are located in remote
areas and the use of security housing affords us a cost-effective
means for:

protecting the State’s assets from vandalism or theft;
meeting immediate operational needs at our sites;
serving the public on a 24-hour basis; and

responding to emergencies.

* ¥ F ¥

As demonstrated by the financial information presented in your
report, the Department’s net cost for security housing in FY93 was
on average less than $3,000 per residence. If security housing was
not utilized, we would be required to hire additional full-time
personnel to adequately safeguard the State’s assets at our
facilities. Such personnel would cost more than $20,000 per
position per year.
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State statutes also authorize the Department to lease existing

houses which are not designated for security to employees and non-
employees. It is the Department’s long term goal to eliminate
these non-security residences. As a result, we make few
expenditures to maintain these houses, and they are sold for
salvage or demolished when they are not suitable for rental.
However, until these residences are eliminated, we believe it is in

- the State’s best interest to rent them to employees and the general

public. In FY93, the rental of non-security housing generated
approximately $37,000 in income for the State. Additionally, the
tenants of non-security housing paid all utility costs for the
residences, maintained the leased property and provided secondary
site security at no cost to the State.

During the past year the Department conducted an internal review of
our housing practices. As a result of this review, we revised our
housing policy in July 1993 to strengthen our housing procedures
and we increased the fee charged employees living in security
housing. We will use the results of your audit in our on-going

* efforts to continually improve our housing practices.

If you have any questions, regarding the Agency’s responses to your
recommendations or if you need additional information to complete
your audlt, please let me know.

Slncerely,

%J(Y\A
Brent Mar:::@L——

Director

BM/BH/sks
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Department of Conservation
Responses to OAG Management Audit
of State Housing Benefits

Recommendation #2

Department Response

¥

The Department agrees to review our existing hous:.ng policy and
procedures and to revise them where appropriate. However, the
Department believes that most of the specific items identified in
the audit recommendation are already addressed in our current
policy, procedures and lease agreements.

Rec ndatio 3
Department Response

In June 1993, the Department reviewed the requirements of the
Internal Revenue Service (IRS) and determined that security housing
provided to our employees is not subject to taxation. We confirmed
this determination with the IRS in December 1993. The IRS also has
confirmed that housing provided to non-employees is not subject to
taxation. As noted by the auditors elsewhere in this report, the
Department plans to evaluate the rents charged to employees for
non~-security housing during the current year. Following this
evaluation, rents will be revised where appropriate, and such rents
will be reviewed periodically. Based on information obtained from
IRS, this action will ensure that there is no potential tax
liability on these residences.

Recommendation #4
Department Response

The Department concurs with this recommendation and believes that
we do maintain the condition of State-owned housing so as not to
expose the State to undue liability.

Re endation

Department Response

The Department has analyzed the need for secura.ty housing at our
sites and strongly believes that such housing provides a cost
effective means of protecting the State’s assets from vandalism and
theft; serv:.ng the public on a 24 hour basis; responding to
emergencies and meeting vital operational needs at our remote parks
and other facilities. As demonstrated by the financial data
presented in the auditors’ report, in FY93 the Department’s net
cost for security housing was on average less than $3,000 per
residence. If security housing was not utilized, we would be

153
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required to hire additional full-time personnel at a cost of more
‘than $20,000 per position per year.

As discussed elsewhere in this report, the Department is re-
evaluating the rental amounts charged for non-securlty'housing, and
we agree to periodically review the adequacy of these charges in
the future. The fee for all security residences was increased in
September 1993. Department policy requires this fee to be adjusted
every five years to reflect changes in U.S. economic indicators.

Recommendation #6

Department Response

The Department agrees to require non-employee tenants of State-
owned housing to pay security deposits. However; we do not believe
such deposits are required from tenants who are employees because
alternative control procedures exist. All Department employees are
on delayed payrolls and most have accrued leave time. As a result
the Department has an opportunity to withhold the cost of tenant
damages from these sources.

In December 1993, we contacted the natural resource agencies in 10

midwestern states. None of these agencies required employees in
security housing to pay security dep051ts.

Regdgmendation #7

Department Response

The Department already requires all employees in :nonnsecurity
housing to pay all of their utility costs. Employees in security
housing share the cost of their utilities through the payment of a
monthly utility and maintenance fee. ‘

Recommendation #8

Degg;tment Response

The :Department agrees to review our current practices for selecting
tenants and will take appropriate action to enhance our selection
process. However, the Department believes that our rexisting
housing policy and procedures already address most of the
recommended changes for the selection of tenants.
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Recommendation #9

Department Response

The Department agrees to prepare a written summary of the types of
responsibilities that employees in security housing are expected to
perform. Additionally, we will formally document the criteria
which is currently used to determine the need for security housing.
However, the main criteria used in this determination are already
stated in the Department’s existing housing policy.

Rec endation #1

Department Response

The Department will enhance our procedures to ensure that written
reports are prepared to document inspections of State-owned
housing. It should be noted, however, that such housing is located
at the Department’s sites and currently is inspected on an on-going
basis. : : :
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DEPARTMENT

1301 Concordia Court/P.O. Box 19277/Spnngf|eld L 62794 9277/Telephone (247) 522
TDD: (@) 526
‘ o : : o
January 3, 1994 . . B
William G. Holland o - o
Auditor General ‘ . e
509 South Sixth Street o
Springfield, IL 62701 -
Dear Mr. Holland:

The Department of Corrections is providing this letter in response to the recommendations in the report
of the State Housing Benefits management audit. We are in general agreement with the recommendations

- and have initisted a review of our current policy, procedures and practices. We will update our

administrative directive as required to address the applicable details of the. recommendations.

Our review is aimed at clarifying and documenting the Department of Corrections' policy regarding the
following issues discussed in the report: purpose of providing housing, application procedure, persons who
are eligible, criteria for selecting tenants, accounting for housing in employee compensation,
responsibilities that make housing a condition of employment, and procedums for setting and adjusting
rent, utility fees, and security deposits.

Depattment of Corrections' housing is occupied predominately by security personnel from guards through
wardens. The dormitories and houses have been provided over the years to assist in recruiting and to have
employees available to respond to on-site emergencies if needed. Occupancy of existing housing by
department personnel continues to contribute substantlally to the smooth operation of the associated
centers.

Updated procedures for setting and adjusting rent and utility fees will increase employees’ payments for

- most units. However, since all of our housing is occupied by employees, we believe there are simpler

alternatives to administering security deposits. The deduction provisions of 15 ILCS 405/10.05 should
provide the easiest way to recover unpaid damages to a housing unit.

I have set a target date of March 1, 1994, to have a draft of an updated ‘difective ‘addressing all ‘aspects

of State housmg as it applies to the Department of Corrections. A copy of this directive will be sent to
you when it is approved.

Sincerely yours,

Director

Printed on Recycled Paper
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lllinois Department of Transportatlon

Office of Finance and Administration AUSH; -
2300 South Dirksen Parkway/Springfield, lllinois/62764 e P"‘ -

HIN 1 py

January 7, 1994

Mr. Ameen Dada

Audit Manager

‘0ffice of the Auditor General

509 South Sixth Street - Room 151
Springfield, I1linois 62701-1878

Dear Mr. Dada:

Thank you for giving us the opportunity to réview and discuss the
IDOT segments of the preliminary draft report on the State Housing
Benefits Audit during our exit conference, December 20, 1993.

As a result of suggestions offered at the exit conference,
subsequest revisions have been made and incorporated into the
current draft report sent to us for review on December 27, 1993.

We concur with the latest revision which adeduate1y reflects the
status of IDOT rental housing.

Although we are in general agreement with recommendations 4, 5, 6
and 8, we submit the following responses for inclusion in the final.
report to clarify IDOT's current policies concerning these proposals.

Response - ‘Recommendation #4

The Department categorizes rentable houses in poor condition on
the basis of resale market condition (needs to be painted,
carpet needs to be replaced, etc.) not on the basis of
structural soundness. A house that is purchased by the
Department that is structurally unsound is not offered for rent.

We do not believe that improving the marketability of a house
scheduled for future demolition is a wise use of state funds
unless the cost will be recouped from rental income.

Response - Recommendation #5
The Department accepts the recommendation. Currently the

Department reviews rental rates every three years or upon
initiating a new lease.
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Mr. Ameen Dada
January 7, 1994
Page 2

Response - Recommendation #6

The Department's Policy and Procedures Manual was revised in
1992 to require tenants to pay a security deposit when
initiating a new lease. Our standard Tease form will be
revised to include a secur1ty deposit . provis1on in all new
lease contracts.

Response - Recommendation #8
The Department uses an application form and obtains a credit
evalution for prospective tenants. Property is then rented on
a first come basis to credit worthy applicants. The Department
does not rent to employees.

If you have any questions regard1ng the above ‘responses, please call
me at extension 782-7427.

Sincerely yours,

David G. Campbel
Bureau Chief
Bureau of Accounting and Auditing

LB/mq
1592a, pg. 19 & 20
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Tllinois Historic
—=="-:" Preservation Agency

M Old State Capitol ® Springfield, Illinois 62701 . (217) 782-4836
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January 6, 1994 \a ™
Ameen Dada, Audit Manager , o o
Office of the Auditor General ‘ .
509 South Sixth Street, Room 151 . - Of"
Springfield, Illinois -
62701-1878

Dear Mr. Dada:

Thank you for the opportunity to respond to the management audit of state housing 7
administered by the Illinois Historic Preservation Agency, as the Agency would like to.
reiterate for you how positively IHPA views the use of site housing.

The Senate Joint Resolution (No. 21), which called for this audit, posed the question
of whether or not "the State's practice of providing housing . . . to State officers and
employees is an efficient use of State resources . . . ." Our position has always been
that site housing provides the State a number of advantages that are not only efficient

- but that give IHPA a level of site security that otherwise it would not be able to
achieve. o

‘At just one site, Black Hawk State Historic Site, located in Rock Island, the site
manager has responded to all manner of security calls--children lost in the park;
ambulance calls for visitors injured on trails; auto accidents on site roads; a series of
brush fires that burned to within 100 feet of the historic CCC Lodge and Hauberg
Indian Museum; any number of police calls that require the attendance of site staff;
and the list could go on. And, the list would read much the same for other sites where
site housing is used. : '

Staff members who live on site also perform duties such as snow plowing that are not
security related but provide a public service that is necessary for the site to operate.
Often such duties are done on off hours. The site managers do not keep track of the
hours they spend doing these things. They do them because they have to be done, and
because they are on site, they can do them sooner than anyone else. Off hour duties
such as snow removal or answering false fire and burglar alarms mean a great deal to
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Housing Audit
page 2

the efficient and safe operation of the sites when the need is immediate.
Taken as whole, IHPA's site housing program is not an undue benefit to the employees

who occupy the houses. Rather, it is a prudent and cost effective solution to serious
management concerns of site security and emergency response. The program serves to

protect the cultural resources in our charge--our historic buildings and artifact

collections. At a time when vandalism and theft is on the rise at museums and
historic sites across the country, site housing is more justifiable than ever before. And
given the alternative of hiring full time night security staff, the program saves money

for the Agency and the State.

Again, thank you for the opportunity to respond té your report. I would like to
compliment your staff for their work on this audit. Joe Ohm and those who worked
with him were professional, helpful, and friendly.

" Susan Mogerg -
Direetor ¢

Illinois Historic Preservation Agency

. ¢¢. Bob Coomer
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General Office
217-785-0969

Divisions
ARSON INVESTIGATION
217-782-6855

BOILER and PRESSURE
VESSEL SAFETY
217-782-2696

FIRE PREVENTION
217-785-4714

MANAGEMENT SERVICES
217-782-9889

INFIRS
217-785-1016

PERSONNEL
217-785-1009

PERSONNEL STANDARDS

and EDUCATION
217-782-4542

PETROLEUM and
CHEMICAL SAFETY
217-785-5878
PUBLIC INFORMATION
217-785-1021

Office of the IMlinois

State Fire Marshal

December 17, 1993

Mr. Joe Ohm

Audit Supervisor

509 South Sixth Street, Room 15l

Springfield, lllinois 62701-1878

Dear Mr. Ohm:

Our response to the proposed recommendation is as follows:

The Office of the State Fire Marshal has implemented this
recommendation. The agency reimburses one employee

for housing expenses; quarterly reports concerning this -
reimbursement will. be submitted on a timely basis.

Thank you for this opportunity to respond. Please contact me at 785-
1040 if you have questions or wish clarification. ‘

Sincerely,

o o Sl

Kent R, Hil |
Director, Division of Management Services

KRH:mt

8 € UJd LTa3088
. .idS

1085 Stevenson Drive * Springfield, lllinois 62703-4259
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UNIVERSITY OF ILLINOIS

OFFICE OF )
Vice President for Business and Finance, Comptroller
CHICAGO

'URBANA - CHAMPAIGN
349 Administration Building - 506 South Wright Street . Urband, Illinois 61801 .

January 7, 1994

Mr. Ameen Dada

Audit Manager

Office of the Auditor General
509 South Sixth Street, Room 151
Springfield, IL 62701-1878

Dear Mr . Dada:

Enclosed is the University of Illinois’ written response to thé State
Housing Benefits Audit Report. The response contains a brief summary of the

nature and function of University residential facilities (excluding student
residence halls).

report recommendations.
by the University to address the audit recommendatioms.

Thank you for the opportunity to review the auditor's recommendations and

provide our responses. The report has been helpful ‘in identifying areas where
University procedures need to be improved.

implement these recommefidations.

Sincerely,

L] J fi LY
Craig @. Bazzani

Vice President for
Business and Finance

cch |
Enclosure e -
-t
c: H. K. Hard (==
Cee o
L. R. Jones == =t
R. L. King : ‘ , : o» o
R. L. Margison - 1 : = T
D. F. Wendel ‘ -
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= .
-

-

\ 98
o~

162

This information provides the context for understanding how
and why these facilities are operated and for interpreting the specific audit

It also identifies actions which have been undertaken |

Action is already underway to
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UNIVERSITY OF ILLINOIS RESPONSE TO,TI{E
AUDIT OF STATE HOUSING BENEFITS REPORT

The residence audit was a constructive exercise that complements an internal review
of several property management issues. As a result of these combined efforts, the University
has developed a set of management objectives which will address the audit recommendations
as well as several related internal management needs. rTo operationalize these management
objectives, an executive-level committee comprised of departmental officers and administrative
staff has been charged with the task of producing an integrated farm/residence management |
policy by June 30, 1994.

| Following is a brief description of the University’s real estate holdings and an
overview of how these properties function. This background information is important in
interpreting the audit findings and understanding the future direction of the University’s real
estate policy development efforts. | '

Residences Occupied by Employees

The "Residences" identified in the audit report are principally farmsteads sited on
large agricultural tracts of land. Two-thirds (17 of 26) of the employee-occupied residences
house Staff who operate research and demonstration farms for the departments of Agronomy,
Horticulture, Animal Sciences, Forestry, and the College of Veterinary Medicine. Several of
these farms, such as the Orr and Dixon Springs Agricultural Centers, are located long
distances from the depaftments’ headquarters on the Urbana-Champaign campus. The
responsibilities (animal emergencies, security, etc.) associated with operating these farms
require that operators live on site; therefore, the University requires these living arrangements
as conditions of employment rather than typical residential leases.

Five of the i‘emaiining nine properties are occupied by employees at the Robert
Allerton Park and Conference Center and the adjoining 4-H Memorial Camp located near
Monticello, Illinois. These houses were donated to the University as part of the Robert
Allerton estate. Employees who reside in these houses prov1de after hours secunty and other
property ‘management sm:wces as a requlrement of the job, in addmon to work performed

durmg regular work hours
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The President’s House ls used as both a public facility and puvate residence by the

‘  Uﬁjversity president under policies adopted by University Board of Trustees. The facility is
' used extensively for official University functions including pre-graduation ceremonie#j alumni
functions; and is used to house distinguished corporate, government, and academic g‘uests.:‘ of
the 9,800 square feet of assignable space in the facility, approxh‘nhtely 2,100 square feet is
dedicated to the residential quarters. |

The residential dwellings located at the airport, golf course, and an Electrical
‘ Engmeerlng field station comprise the remaining facilities. As in the cases of farm operators
| and Allerton employees, these 1employees are required to live bﬁ s:te as.a condition of
employment. | :
With few exceptions, all of these houses were acqulred as patt of a land glft or
acquisition transaction. The University does not acquire or build dwjeihngs to provide

housing for employees.
Residences Occupied by Non-emplqy.ees

The "Residences" identified in this segment of the audit réﬁoi‘ﬁ’iate principally
famnsteads located on trust farms which have been donated to the. University. Twenty-three
. of the twenty-six houses occupied by non-employees are trust farm houses. The remalmng
three houses occupied by nonresidents entail typical residential lease agreements ‘
| All of these facilities were acqulred as gifts included with' large parcels of agnculmral

land.
‘Responses to Recommendations
~ Following are md1v1dnal responses to each of the report 8 nme recommendatlons
eoncemmg University remdcnces

Response to Recommendation No. 2

The University agrees that its property rental policies should be reviewed and
augmented to better address the issues identified in Recommendation Number 2. An internal
review process has been initiated, and a final policy will be adopted by the University on or
before June 30, 1994.
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Response to Recomm jon No. 3
The University is reviewing its accounting practices to determine if they are in
compliance with current State and Federal tax code. Reporting and withholding practices will

be modified as necessary to ensure compliance.

Response to Recommendati . jon No. 4

Although University residences are believed to be in satisfactory condition, a
monitoring/inspection procedure will be designed and implemented to ensure that the
condition of rental facilities is periodically inspected and maintained at a safe and acceptable

le,vel.

Response to Recommendation No. 5

The University provides a limited number of rental discounts to employees who
perform security, maintenance, or other property management services on the property where
the residence is located. The need for these services and method of compensating employees
who perform them Wiilriﬁeceive continuing, periodic review. Also, procedures for periodic

review of rental rates will be established.

Response to Recommendgtion No. 6

The University will reassess its present procedures for safeguarding rental properties
from tenant damage. Management practices will be modified as necessary to ensure that the

security of the properties is properly maintained, including the use of security deposits.

Response to Recommendation No. 7 7
To the éxt@ﬂﬁ-évrécticable,_ the University will require employees living in University-

owned propefties to pay utility expenses directly to the service provider.

Response to Recommendation No. 8 ,

The preponderance of University-owned, employee-occupied housing is provided as a
condition of employment. The criteria for selecting an employee governs who may reside in
the houses. -Most Urﬁvérsity—owned houses occupied by non-employees are trust farms which
operate as quasi-commercial enterprises. The criteria for selecting the farm operators

determines who will reside in these facilities. Written criteria and selection records will be
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deiveloped and maintained for the few rentals which do not involve the-selection of an
employee or farm operator.

Response to Recommendation No. 9 ‘
The University is in the process of developing a written policy concerning
* management of rental housing. That policy will identify positiém which require employegs to

live in University facilities as a condition of employment, and it will enumerate the

. responsibilities of those employees. SRR ‘ +
Response to Recommendation No. 10 L ‘ o ‘

The University will initiate a program of regular residence monitoring, which will

include maintaining records of site visits and the findings of ﬂlnsé'*viéits.

o
! L
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Harker Hall, MC-386 ‘\6 \9 0
1305 West Green Street ‘9 X oo 60
Urbanag, Illinois 61801 40 \\\\ \)Q

Telephone 217 333 0810 | \)o 0\ Q

Facsimile 217 333 5577

Kames Center in Historic Harker Hall at Swanlund Plaza

January 7, 1994

Mr., Ameen Dada

Audit Manager

Office of the Auditor General
509 South Sixth Street, Room 151
Springfield, IL 62701

Dear Mr. Dada:

Executive Director Nugent is out of the office and has asked
me to send you the University of Illinois Foundation’s
responses to the Management Audit State Housing Benefits
December 1993. Our responses are enclosed. I understand the
University has sent a similar response. ' ‘

Should you have questions regarding this material, please -
don’t hesitate to call.

Sincerely,

PR 17 0l Lereine

John M. Williamson
Director of Gift Administration

JMW/rlm
Enclosure

c: Richard L. Margison
B. A. Nugent
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University of Illinois Foundation
Responses to the Auditor General’s
Residence Audit

The residence audit was a constructive exercise that brought
' to light several property management issues. The Foundation will
~ develop a set of management objectives which will address the
audit recommendations as well as other property management

- issues.

The following information is important in interpreting the
audit findings and understanding the future direction of the
Foundation’s real estate policy development efforts.

Residences Owned by Foundation

Of the seventeen "residences" identified in the audit -
report, twelve are farmsteads sited on large agricultural tracts
of land. Six of these were disposed of prior to the end of
fiscal year 1993. :

The Foundation has recently established a policy of selling

 the residences on any farms where the gift instrument allows it.

When residences can not be sold, unless there are compelling
reasons to keep them intact, they will be razed and the site
returned to tillable condition. Non-farm residences received as
gifts are almost always placed on the market for sale upon
receipt. It is also policy to hire professional managers for
residential property. Property is seldom managed by the
Foundation. The farm management firm retained by the Foundation
is responsible for managing the residences on farms.

All but two of the residences were acquired as gifts. Those

were purchased because their availability gives significant”
benefits to the University. - S
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University of Illinois Foundation
Responses to the Resident Audit Report
Foundation-Owned Residences

Response to Recommendation No. 2

The Foundation agrees that its property rental policies
should be reviewed and augmented to better address the issues
identified in Recommendation Number 2. A final policy will be
adopted by the Foundation on or before June 30, 1994.

Response to Recommendation No. 4

Although Foundation residences are believed to be in
satisfactory condition, a monitoring/inspection procedure will be
designed and implemented to ensure that the condition of rental
facilities is maintained at a safe and acceptable level. The
Foundation also has liability insurance in a substantial amount
covering the properties.

Response to Recommendation No. 5

The Foundation provides no rentals to employees.
Response to Recommendation No. 6

The Foundation will reassess its present procedures for
safeguarding rental properties from tenant damage. Management -
practices will be modified as necessary to ensure that the
security of the properties is properly maintained.
Response to Recommendation No. 8

Most Foundation owned houses are located on farms. The
criteria for selecting the Farm operators usually determines who
will reside in these facilities. Written criteria and selection

records will be developed and maintained for the few rentals
which do not involve the selection of a farm operator.
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AUDITOR’S COMMENT

While the audit presents information on the cost of the Department’s
security houses, the report does not state that the net cost for security
housing was less than $3,000 per residence, nor does the report assess the

-

need for or cost of full-time security personnel.

Recycied psper » Soybean inks « Printed by Authority of the State of lllinois
Legisiative Printing Unit Order 3272 » January 1994 « 575 copiss

171




