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EXECUTIVE SUMMARY

The New Orleans Office of Inspector General (OIG) conducted a performance
audit of the City of New Orleans (City) Department of Safety and Permits (S&P)
focusing on inspections performed by Third Party Inspectors. The objective of the
audit was to verify the following:

e S&P implemented adequate policies and procedures related to
inspections performed by Third Party Inspectors, and
e Third Party Inspectors complied with S&P policies and procedures.

The scope of the audit was all building, mechanical, and electrical permit
inspections conducted by Third Party Inspectors during the period January 1, 2022
through December 31, 2022.

The audit resulted in the following findings:

e S&P had not hired a full-time Compliance Officer responsible for quality
review of inspections performed by both City and Third Party Inspectors.

e Third Party Inspectors did not submit inspection reports for 44.1% of the
inspections tested and did not consistently submit the required
photographic documentation for each inspection.

e S&P did not implement inspection checklists for City and Third Party
Inspectors to complete and submit for each inspection. Third Party
Inspectors did not submit inspection checklists for 100% of the inspections
tested.

e S&P approved inspections that were submitted by Third Party Inspectors
with expired City licenses and did not consistently collect late fees. S&P
also did not confirm if Third Party Inspectors named the City as an
additional insured party on their certificate of liability insurance.

e S&P did not consistently hold quarterly meetings with Third Party
Inspectors and did not maintain a written record of the discussion that
took place at the meetings.

e S&P personnel did not consistently enter required information and
documentation into its Land Management Software (LAMA) for permit
inspections.




Based on these findings, the OIG made the following recommendations to the
City:

e S&P should create a full-time Compliance Officer position, whose primary
responsibilities include performing quality reviews of inspections, as well
as Certificate of Occupancy issuance. Additionally, the City should consider
modifying the City Code to place S&P in charge of receiving and randomly
assigning requests for Third Party Inspectors.

e S&P should implement a uniform inspection report template that both City
and Third Party Inspectors are required to submit for each inspection. S&P
should provide training to Third Party Inspectors concerning the required
photographic documentation submitted for inspections and discipline
Third Party Inspectors who do not consistently comply with those
requirements.

e S&P should implement inspection checklists for each type of
inspection and require City and Third Party Inspectors to submit a
completed checklist for each inspection. All completed checklists
should be uploaded to LAMA.

e S&P should ensure that Third Party Inspectors are blocked from
submitting inspections if they have not renewed their City license
in accordance with policy or if their license is suspended or revoked.

e S&P should directly communicate policy to Third Party Inspectors at
quarterly meetings, as well as maintain a written record of the
discussion at those meetings.

e S&P should perform regular quality reviews of inspections, as well
as Certificate of Occupancy issuance, to ensure S&P personnel
properly review and upload required documentation to LAMA for all
inspections.

S&P approval of improperly performed inspections could lead to catastrophic and
deadly situations, as well as significant litigation against the City. It is imperative
that S&P ensures Third Party Inspectors perform their inspections in compliance
with S&P policies and procedures in order to make certain that buildings and work
comply with applicable codes and approved plans. Any defect and/or hazardous
or illegal conditions in the work, buildings, or plans could result in building
collapses, injury or death, or damage to property that could affect the City, its
citizens, and its many visitors.




S&P submitted a written response to all six of the OIG’s findings and
recommendations. In its response, S&P management stated that it agreed with
the findings and had implemented or was in the process of implementing the
OIG’s recommendations. S&P was responsive to OIG requests throughout the
audit.

S&P’s written response is attached to the Final Report in its entirety.




1. INTRODUCTION

S&P administers and enforces standards for the construction and use of
buildings and property in the City, and is responsible for the issuance of
building, electrical and mechanical permits.! S&P Inspectors (City Inspectors)
perform permit inspections to ensure all required work has been completed in
compliance with standards developed by the International Code Council (ICC).2
The City Code permitted Third Party Inspectors to perform inspections within the
City, provided they apply for and maintain a City license.® Contractors have the
option of requesting permit inspections from a City Inspector or selecting a Third
Party Inspector.

Previous reviews of S&P by the City and an external consulting firm noted that S&P
struggled to hire and retain qualified, well-trained inspectors.* > As a result, S&P
was reliant on Third Party Inspectors to meet the demand for building inspections.
As shown in Figure 1, Third Party inspectors performed 68.5% of permit
inspections conducted during the scope period.

Figure 1. City and Third Party Inspections During the Scope Period
Number of Percentage of Total
Inspections Inspections
Inspector Performed in 2022 Performed in 2022
City Inspectors 8,849 31.5%
Third Party Inspectors® 19,283 68.5%
Grand Total 2022 Inspections 28,132 100.0%

L https://nola.gov/next/safety-and-permits/home/.

2 The ICC develops model codes and standards that regulate the construction of residential and
commercial buildings. The City adopted the following codes developed by the ICC: International
Building Code, International Residential Code, International Mechanical Code, and International
Fuel Gas Code. Additionally, the City adopted the National Electrical Code to govern permits for
electrical work.

3 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10 Inspection
Agencies.

4 City of New Orleans Office of Performance and Accountability. Permit Inspection Audit. Undated
2021 report received by the OIG from S&P.

5 Morgan, Lewis & Bockius LLP. Department of Safety and Permits (“S&P”) Investigation Report.
March 9, 2021.

6 The auditors included 523 Inspections where no Inspector name was entered in LAMA, as
discussed in Finding 6.



https://nola.gov/next/safety-and-permits/home/

S&P used LAMA to upload and maintain supporting documentation for all phases
of the building permit process.” Third Party Inspectors were required to submit all
“passed” inspections to S&P for approval. S&P policy required Third Party
Inspectors to submit supporting documents, such as inspection reports and
photographs, for each inspection. S&P reviewed the submitted information before
approving or rejecting each passed inspection. Upon approval of each inspection,
S&P issued a Certificate of Completion certifying that the permitted work was
completed to the required standards. S&P issued a final Certificate of Occupancy
to certify that a building was safe to inhabit.

In October 2022, the OIG released a performance audit of S&P focused on permit
inspections conducted by City inspectors.® The audit resulted in the following
major findings:

e City inspectors did not perform in-person inspections for 20% of the
inspections tested.

e City inspectors did not spend adequate time conducting inspections,
spending ten minutes or less at the inspection site for 40% of the
inspections tested.

e City inspectors did not upload required documentation to LAMA.

Due to the significant number of inspections performed by Third Party Inspectors,
as shown in Figure 1, this audit focused on building inspections performed by Third
Party Inspectors.

7 LAMA is geographic information system (GIS)-based local government software offered by The
Davenport Group. https://www.davenportgroup.us/.

8 New Orleans Office of Inspector General. Department of Safety and Permits Inspections Audit.
October 20, 2022.
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. FUuLL-TIME COMPLIANCE OFFICER

Recent audits and reviews of S&P consistently noted a lack of compliance with
S&P policy and procedures, as well as ICC best practices, for building
inspections. A 2021 review of S&P's policies and procedures, prepared by Morgan,
Lewis & Bockius LLP (Morgan Lewis), concluded, “S&P must amplify its oversight
function for all inspections, whether performed by City or third-party inspectors.”®
In order to accomplish this, Morgan Lewis recommended S&P should, “Hire a full-
time Compliance Officer ... responsible for leading S&P's efforts in preventing,
detecting, responding to, and mitigating compliance risks.1°

A 2022 OIG audit of inspections performed by City Inspectors found that they were
not performing in-person inspections for 20% of the inspections tested and did
not upload required documentation to LAMA. The OIG recommended that S&P
supervisors conduct random onsite quality checks of the work performed at
inspection sites for passed inspections, as well as perform regular quality reviews
to verify required inspection documentation was uploaded to LAMA.'! In its
response to the OIG’s recommendations, S&P detailed its plans to resolve the
findings and improve oversight of inspections by hiring a Compliance Officer,
stating the following:

[S&P] plans to hire a compliance officer by the first quarter of 2023
whose primary responsibility will be daily review of inspections,
plan review and certificate of occupancy issuance. This position will
further provide another quality control for inspector output and
supervisor oversight.'2

Finding 1: S&P had not hired a full-time Compliance Officer responsible
for quality review of inspections performed by both City and
Third Party Inspectors.

As of December 2024, S&P had not hired a full-time Compliance Officer. S&P
management stated that S&P was still in discussion with the City’s Civil Service

9 Morgan, Lewis & Bockius LLP. Department of Safety and Permits (“S&P”) Investigation Report.
March 9, 2021.

10 1bid.

11 New Orleans Office of Inspector General. Department of Safety and Permits Inspections Audit.
October 20, 2022.

12 |bid.




Commission (Civil Service) to establish a proper job description and salary for a
full-time Compliance Officer. Management also stated that S&P created an entry
level Compliance position; however, S&P was unsuccessful in attracting a
candidate for the duties the job entailed. Because S&P did not hire a full-time
Compliance Officer, whose responsibilities would have included daily review of
inspections and issuance of Certificates of Occupancy, the lack of oversight noted
in previous audits and reviews remained unresolved.

In its 2021 review of S&P's personnel, policies, practices, and procedures, Morgan
Lewis recommended S&P implement the following controls in addition to hiring a
full-time Compliance Officer:

e Randomization of Third Party Inspectors: “[rlandomize the inspector
assignment process to avoid inspectors having individualized ‘territories’
within neighborhoods.”!3

e Randomized Onsite Quality Checks: “[ilncrease monitoring by conducting
randomized onsite quality checks of inspections performed by both City
and third-party inspectors (a practiced utilized in Jefferson Parish).”1

Implementing a randomization of Third Party Inspectors, as well as performing
randomized onsite quality checks, would ensure additional oversight for building
inspections, even if S&P had not yet finalized a full-time Compliance Officer
position.

RANDOMIZATION OF THIRD PARTY INSPECTORS

OIG auditors noted that S&P did not implement a process to randomize the
assignment of inspections performed by Third Party Inspectors. Whereas S&P
supervisors assigned City Inspectors to their inspections, contractors that opted
for a Third Party Inspection selected the City-licensed Third Party Inspector of their
choice. S&P management stated that creating a rotation to ensure randomization
for Third Party Inspectors would require an amendment to the City Code.> S&P’s
absence of a randomization process increased the opportunity for contractors to
select a Third Party Inspector willing to accept kickbacks in exchange for a passed

13 Morgan, Lewis & Bockius LLP. Department of Safety and Permits (“S&P”) Investigation Report.
March 9, 2021.

14 1bid.

15 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10 Inspection
Documentation from Third-Party Inspection Service Providers.




inspection. This could also result in the improper approval of building inspections
with code deficiencies submitted by Third Party Inspectors.

The lack of a randomized rotation of Third Party Inspectors also enabled some
Third Party Inspectors to conduct significantly more daily inspections than City
Inspectors and other Third Party Inspectors, increasing the likelihood that many
inspections were not performed adequately. During the year ended December 31,
2022, City and Third Party Inspectors performed a total of 28,132 building
inspections in the City. The auditors noted 5,756 (20.5%) of those inspections were
performed by a single Third Party Inspector, who averaged 15.8 daily inspections.
S&P management acknowledged the concern that Third Party Inspectors were not
performing adequate inspections. Management stated that it was difficult to
verify that Third Party Inspectors were actually performing the inspections
because they cannot be monitored by GPS in the same manner as City Inspectors.

RANDOMIZED ONSITE QUALITY CHECKS

S&P acknowledged to OIG auditors that supervisors did not perform onsite quality
checks of inspections performed by Third Party Inspectors and instead relied on
the required support submitted for each inspection. However, the auditors
determined that S&P approved passed inspections that did not include required
supporting documentation, as discussed further in Finding 2, which further
amplified the need for onsite quality inspections. Conducting randomized onsite
quality checks would have provided more oversight and deterred Third Party
Inspectors from non-compliance with S&P policy and best practices for building
inspections.

A full-time compliance officer, as well as the randomization of Third Party
Inspectors and onsite quality checks, could have prevented non-compliance with
S&P policy for inspections conducted by Third Party Inspectors. The following
findings were noted by OIG auditors:

e Inspection reports and required photographic evidence were not
submitted for each passed inspection (as discussed in Finding 2);

e Inspection checklists were not completed for each passed inspection (as
discussed in Finding 3);

e Third Party Inspectors performed inspections without renewing their City
licenses (as discussed in Finding 4);




e S&P meetings with Third Party Inspectors were not held on a quarterly
basis (as discussed in Finding 5); and,

e S&P personnel did not verify all required records were reflected in LAMA
for each passed inspection (as discussed in Findings 2 through 6).

Recommendation 1: S&P should create a full-time Compliance Officer
position, whose primary responsibilities include
performing quality reviews of inspections, as well as
Certificate of Occupancy issuance. As part of the
quality review process, the Compliance Officer
and/or S&P supervisors should conduct randomized
onsite quality checks for inspections submitted by
Third Party Inspectors. Additionally, the City should
consider modifying the City Code to place S&P in
charge of receiving and randomly assigning requests
for Third Party Inspectors.

Creating and filling a full-time Compliance Officer position, as well as conducting
randomized onsite quality checks, will help ensure S&P’s limited resources are
used efficiently and effectively, as well as provide quality control to ensure the
following:

e Third Party Inspections were conducted in accordance with S&P policy and
best practices.

e Inspections submitted by Third Party Inspectors were properly reviewed
and approved by S&P before issuing a Certificate of Completion or
Occupancy.

In order to attract qualified candidates, S&P should establish a salary for the
Compliance Officer that is commensurate with the position’s oversight duties.

In addition to establishing the full-time Compliance Officer position, the City
should consider modifying the City Code to require contractor requests for Third
Party Inspectors be submitted directly to S&P. This would allow S&P to implement
a randomized rotation of Third Party Inspectors. Under the modified code, when
a contractor submits an inspection request for a Third Party Inspector to S&P,
supervisors would assign the request using a randomized rotation of Third Party
Inspectors based on their availability. This would prevent contractors from




colluding with a specific Third Party Inspector during the selection process. Placing
S&P in charge of assigning requests for Third Party Inspectors would also enable
the City to verify that the Third Party Inspector was currently licensed to conduct
inspections within the City, as further discussed in Finding 4.




I1l.  INSPECTION REPORTS AND PHOTOGRAPHIC DOCUMENTATION

he City Code required Third Party Inspectors to submit written inspection
reports and photographic documentation to S&P for each inspection, stating
the following:

Third-party inspection service providers are required to submit
written inspection reports to [S&P] in form and manner to be
established by the Department. ... All inspection reports are
required to include photographic documentation of the observed
conditions.!®

S&P maintained supporting documentation for all phases of the building permit
process using LAMA software.l” S&P division heads reviewed the submitted
information for each passed inspection before approving the permitted work for
a Certificate of Completion or Certificate of Occupancy. As described in S&P policy
for Third Party Inspectors, S&P personnel were responsible for uploading the
submitted documents for each inspection to LAMA:

Any report completed for the purpose of a building inspection must
be filed with the City of New Orleans’ Department of Safety and
Permits ... The appropriate [S&P] division staff will receive the
emailed files, review and if approved, enter into the department’s
computer database system (LAMA) in order to issue the Certificate
of Occupancy. ... The City of New Orleans will maintain a record in
LAMA of every permit applied for and “passed” inspection report
conducted by a 3rd Party Inspector associated with that permit.
Records shall include notes, photographs, communications, and
any other documentation generated or received. All records should
be reflected in LAMA.8

16 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10(2) Inspection
Documentation from Third-Party Inspection Service Providers.

17 LAMA is geographic information system (GIS)-based local government software offered by The
Davenport Group. https://www.davenportgroup.us/.

18 Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
Building Inspections, Effective October 20, 2021.
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Finding 2: S&P approved inspections submitted by Third Party Inspectors
that lacked required documentation. Third Party Inspectors
did not submit inspection reports for 44.1% of the inspections
tested and did not consistently submit the required
photographic documentation for each inspection.

City and Third Party Inspectors were both required to conduct their inspections in
person. S&P policy required City and Third Party Inspectors to submit an
inspection report and photographic documentation to support that the inspector
conducted an adequate inspection of the permitted work for each passed
inspection. S&P outlined the requirements specific to building inspections
conducted by Third Party Inspectors in a separate policy from its standard
operating procedure for building inspections.® 20 S&P policy for Third Party
Inspectors stated the following:

The policies and procedures outlined herein are to be followed at
all times when conducting inspections of residential or commercial
buildings in the City of New Orleans. Deviation from these
procedures is subject to suspension or termination of your City of
New Orleans 3rd party license.

Additionally, S&P management verified to the OIG that Third Party Inspectors
were required to submit the same supporting documentation as City Inspectors
for each passed building inspection.

S&P standard operating procedure for building inspections required that S&P
personnel perform the following procedures prior to issuing a Certificate of
Occupancy or Certificate of Completion:

Determine that all required documentation was accepted and
approved, that all required permits and inspections were obtained
and finalized and confirm that exterior photographs of all sides of

1% Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
Building Inspections, Effective October 20, 2021.

20 Department of Safety & Permits Standard Operating Policy and Procedure: Building Inspections,
Revised July 1, 2022.




the structure and lot have been uploaded to the documents section
of the permit in LAMA.?!

INSPECTION REPORTS

S&P policy for Third Party Inspectors included the following criteria for submitting
their inspection reports:

Acceptable inspection reports must include a detailed description

of what was inspected and where. ... The completed passed

inspection report must be saved as one PDF file.??

The City Code required that inspection reports for Third Party inspections must be
submitted on a form provided by the City:

All written reports must contain ... An inspection pass/fail form, in
a form provided by the City and made available for that purpose.
This form must clearly indicate the name, affiliation, and
registration number of the third-party inspection service provider;
and the name and contact information for the contractor
responsible for the work being inspected.??

During testing, the auditors noted that S&P had not implemented an inspection
report template for Third Party Inspectors to complete and submit for all passed
inspections, as required by the City Code. Therefore, there was limited guidance
on what Third Party Inspectors should include in their inspection reports and Third
Party Inspectors submitted inspection reports for passed inspections on templates
designed by their inspection company.

The auditors determined that Third Party Inspectors did not submit a written
inspection report for 41 (44.1%) of the 93 inspections tested. When projected to
the entire testing population of 16,473 inspections conducted by Third Party

21 Department of Safety & Permits Standard Operating Policy and Procedure: Building Inspections,
Revised July 1, 2022.

22 Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
Building Inspections, Effective October 20, 2021.

23 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10(2) Inspection
Documentation from Third-Party Inspection Service Providers.




Inspectors, the inspectors did not submit an inspection report for as many as 9,016
of those inspections, as shown in Figure 2.%4

Figure 2. Inspections Submitted Without an Inspection Report
# of % of Sample
Deviations with Projected Deviations for
Description of Deviation in Sample Deviation Entire Testing Population
No Inspection Report Submitted 41 44.1% Between 5,573 and 9,016

Inspections submitted without written inspection reports detailing what was
inspected, as well as the results of the inspection, did not provide a sufficient
description of the observed conditions depicted in the inspection photographs. At
the time of testing, auditors determined S&P had approved 29 of the 41
inspections submitted without an inspection report.”®> S&P management
acknowledged that S&P had issued Certificates of Completion and Certificates of
Occupancy for passed Third Party Inspections that did not include inspection
reports. Management stated that S&P approved such inspections if there was
sufficient evidence from the provided photographs that the described work was
completed.

INSPECTION PHOTOGRAPHS

S&P standard operating procedure for building inspections required that City and
Third Party Inspectors submit the following photographic documentation along
with the inspection report for each passed inspection:

a. Photo(s) of the inspection site with address visible;
Photo(s) of the inspector at the inspection site with credentials
visible;

c. Photo(s) of the contractors at the inspection site with credentials
visible; and

24 Based on a population size of 16,473 and an observed number of 41 deviations in a sample size
of 93, auditors were 95% confident that the population deviation rate was between 33.8% and
54.7%.

25 The S&P approval status of the remaining 12 inspections lacking an inspection report was
pending in LAMA at the time of testing.




d. At least three photographs of what was inspected.?®

Third Party Inspectors did not submit all required photographs for 93 (100%) of
the inspections tested. Auditors determined that Third Party Inspectors did not
submit the following required photographic documentation, as shown in Figure 3:

a.

Third Party Inspectors did not submit a photo of the exterior of the
inspection site with a visible address for five (5.4%) of the 93 inspections
tested. When projected to the entire testing population of 16,473
inspections conducted by Third Party Inspectors, the inspectors did not
submit exterior photographs with a visible address for as many as 1,990
inspections.?’

Third Party Inspectors did not submit a picture of themselves at the
inspection site with their credentials visible for 78 (83.9%) of the 93
inspections tested. When projected to the entire testing population, Third
Party Inspectors did not submit a picture of themselves with their
credentials visible for as many as 14,934 inspections.?®

Third Party Inspectors did not submit a photo of the contractor at the
inspection site with visible credentials for 92 (98.9%) of the 93 inspections
tested. When projected to the entire testing population, Third Party
Inspectors did not submit a photo of the contractor with visible credentials
for as many as 16,468 inspections.??

Third Party Inspectors did not submit the required minimum of three
photographs of what was inspected for two (2.2%) of the 93 inspections
tested. When projected to the entire testing population, Third Party

%6 Department of Safety & Permits Standard Operating Policy and Procedure: Building Inspections,
Revised July 1, 2022.

27 Based on a population size of 16,473 and an observed number of five deviations in a sample size
of 93, auditors were 95% confident that the population deviation rate was between 1.8% and
12.1%, as shown in Figure 3.

28 Based on a population size of 16,473 and an observed number of 78 deviations in a sample size
of 93, auditors were 95% confident that the population deviation rate was between 74.8% and
90.7%, as shown in Figure 3.

2% Based on a population size of 16,473 and an observed number of 92 deviations in a sample size
of 93, auditors were 95% confident that the population deviation rate was between 94.2% and
100.0%, as shown in Figure 3.




Inspectors did not submit at least three photographs of everything
inspected for as many as 1,240 inspections.3°

S&P policy for Third Party Inspectors required them to “review the City of New
Orleans approved stamped plans which should be located on-site” and submit
photographic documentation of the approved stamped plans that they reviewed
for each passed inspection.3! The OIG auditors noted S&P policy did not define
what types of permits required Third Party Inspectors to review the City-approved
stamped plans. S&P policy also did not provide instructions on how Third Party
Inspectors should proceed with the inspection if no approved stamped plans were
provided for review. The auditors determined Third Party Inspectors did not
submit photographic documentation of the City-approved stamped plans for 93
(100%) of the 93 inspections tested, as shown in Figure 3.32

Figure 3. Inspections Submitted Without Required Photographic Evidence

# of % of Sample

Deviations with Projected Deviations for

Description of Deviation in Sample Deviation Entire Testing Population
No photo of the inspection site with address visible 5 5.4% Between 293 and 1,990
No photo of Inspector at site with credentials visible 78 83.9% Between 12,327 and 14,934
No photo of contractor at site with credentials visible 92 98.9% Between 15,513 and 16,468
Lacked at least three photographs of inspection 2 2.2% Between 44 and 1,240
No photo of City-approved stamped plans 93 100.0% Between 15,835 and 16,471

At the time of testing, auditors determined S&P had approved 73 of the 93
inspections submitted without all required photographic documentation.33 S&P
management acknowledged that S&P issued Certificates of Completion and
Certificates of Occupancy for Third Party Inspections submitted without the
required photographic documentation. Management stated that S&P personnel

30 Based on a population size of 16,473 and an observed number of two deviations in a sample size
of 93, auditors were 95% confident that the population deviation rate was between 0.3% and 7.5%,
as shown in Figure 3.

31 Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
Building Inspections, Effective October 20, 2021.

32 Based on a population size of 16,473 and an observed number of 93 deviations in a sample size
of 93, auditors were 95% confident that the population deviation rate was between 96.1% and
100.0%.

33 The auditors noted 18 (19.35%) of the 93 inspections were pending S&P approval at the time of
testing performed February 2024. An additional two permits tested had expired without being
issued a Certificate of Completion.




approved such inspections if there was sufficient evidence from the provided
photographs that the permitted work was completed. Unlike inspections
performed by City Inspectors, S&P did not have access to GPS data for the location
of Third Party Inspectors, which could have been used to verify they were
physically at the inspection site at the time of the inspection, as well as the
duration of time the Third Party Inspectors spent at the inspection site. Therefore,
photographic documentation of the Third Party Inspectors and contractors at the
inspection site provided the only evidence that Third Party Inspectors were onsite
for the inspection. The OIG’s 2022 audit of S&P determined through GPS data that
City Inspectors did not perform in-person inspections for 20% of the inspections
selected for testing.3* The lack of photographic evidence increased the likelihood
that S&P would approve inspections where Third Party Inspectors did not perform
in-person inspections and/or did not perform adequate inspections. S&P
management acknowledged the City risked litigation if S&P erroneously approved
inspections submitted by Third Party Inspectors that should not have passed
inspection.

Recommendation 2: S&P should implement and require a uniform
inspection report template for both City and Third
Party Inspectors to submit with each inspection.
S&P should also provide training to Third Party
Inspectors, including the required photographic
documentation for each inspection. In addition, S&P
should discipline Third Party Inspectors who do not
consistently comply with those requirements.

At a minimum, the inspection report template should include an inspection
pass/fail form and the following information as required by the City Code:

e A detailed description of where and what was inspected;

e The name and affiliation of the inspector; and

e The name and contact information for the contractor responsible for the
work being inspected.

34 New Orleans Office of Inspector General. Department of Safety and Permits Inspections Audit.
October 20, 2022.




Once S&P has implemented a uniform inspection report template, management
should provide training to Third Party Inspectors to ensure that they understand
what information is required to be included in each submitted inspection report.
S&P should also provide training to ensure Third Party Inspectors understand the
required photographic documentation that must be submitted in order for passed
inspections to receive S&P approval. Additionally, S&P should provide training to
S&P personnel responsible for reviewing submitted inspections from Third Party
Inspectors to ensure passed inspections lacking the required documentation are
not approved.

S&P should revise its policy to explicitly state that passed inspections submitted
by either City or Third Party Inspectors will not be approved without the required
support. S&P should also update its written policy to define which permits require
stamped plans, as well as how Third Party Inspectors should proceed with the
inspection if no stamped plans are posted onsite. As discussed in
Recommendation 1, S&P should hire a Compliance Officer whose primary
responsibilities will include reviewing inspections and the issuance of Certificates
of Occupancy. S&P should also enforce the suspension or termination of
Third Party Inspectors’ City licenses for non-compliance with S&P policy.




IV. INSPECTION CHECKLISTS

I n 2021, the City’s Office of Performance and Accountability completed an audit
of S&P’s permit inspections. The final report included a recommendation that
S&P implement inspection checklists, stating the following:

Develop checklists for the different permit inspection types ... [to]
help inspectors ensure a comprehensive inspection and make it
easier for [S&P] to ensure quality inspections moving forward.3?

In a separate recommendation, the report specified that S&P “[r]equire third party
inspectors to use the checklists.”

The OIG’s 2022 audit of inspections conducted by City inspectors also
recommended S&P implement inspection checklists, adding, “inspectors should
upload the checklist into LAMA to document that a comprehensive inspection was
conducted.”® In its response to the OIG’s recommendation to implement
inspection checklists, S&P stated the following:

[S&P] agrees with this finding and accepts the recommendation. In
response to the City of New Orleans’ Office of Performance and
Accountability Permit Inspection audit completed in July 2021,
[S&P] developed seventeen checklists .. to guide common
inspection types. ... The checklists will be incorporated into LAMA
... by the end of [2022].”%”

Finding 3: S&P did not implement inspection checklists for City and Third
Party Inspectors to complete and submit for each inspection.
Third Party Inspectors did not submit inspection checklists for
100% of the inspections tested.

In response to the City Office of Performance and Accountability audit completed
in 2021, S&P revised its standard operating procedure for building inspections to
require completed inspection checklists for each inspection, stating the following:

35 City of New Orleans Office of Performance and Accountability. Permit Inspection Audit. Undated
2021 report received by the OIG from S&P.

36 New Orleans Office of Inspector General. Department of Safety and Permits Inspections Audit.
October 20, 2022.
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“Inspectors will use the Department’s designated Inspection Forms/Checklists to
record and provide specific data and general information on deficiencies.”3® S&P
further revised its policy in response to the OIG’s 2022 audit, adding the following
criteria requiring completed inspection checklists be uploaded to LAMA for each
inspection: “A record in LAMA shall be generated of every examination and
inspection ... Records shall include [the] completed checklist.”3°

Although S&P revised its policy to require all inspectors submit a completed
inspection checklist for each inspection, Third Party Inspectors did not submit a
completed inspection checklist for 93 (100%) of the 93 inspections tested. S&P
management acknowledged to OIG auditors that it had not implemented the
inspection checklists described in its standard operating procedure. As of October
2024, S&P management stated that it was still in the process of finalizing uniform
inspection checklists for both City and Third Party Inspectors. As a result, the OIG
can project that Third Party Inspectors did not submit the required inspection
checklist for the entire testing population of 16,473 inspections conducted by
Third Party Inspectors during the scope period.

Because S&P did not implement inspection checklists, as described in its standard
operating procedure, it increased the likelihood that inspections were not
adequately performed. Despite the lack of checklists included in the support for
each inspection, auditors reviewed the records of those inspections in LAMA and
noted Third Party Inspectors did not perform their inspections in the proper order
for the following:

e The inspection date for one (1.07%) of the 93 inspections tested occurred
44 days before S&P approved the corresponding permit to begin work and
54 days before the permit was issued. However, the auditors noted S&P
approved the inspection and issued a Certificate of Completion. S&P
management acknowledged it should have required the Third Party
Inspector to reperform the inspection after the permit was approved.
Management also stated S&P should have fined the Third Party Inspector
for performing the inspection prior to the permit approval.

38 Department of Safety & Permits Standard Operating Policy and Procedure: Building Inspections,
Revised September 28, 2021.

39 Department of Safety & Permits Standard Operating Policy and Procedure: Building Inspections,
Revised July 1, 2022.




e The Certificate of Completion for mechanical, electrical, or gas permits was
not issued prior to the Certificate of Occupancy for the corresponding
permits for 12 (12.9%) of the 93 inspections tested. At the time of testing,
four of the 12 permits that had still not been issued a Certificate of
Completion at the time of testing.

S&P management acknowledged that the practice of awarding Certificates of
Occupancy before all other Certificates of Completion had been approved should
not have occurred.

Recommendation 3: S&P should implement inspection checklists for
each type of inspection and require City and Third
Party Inspectors to submit a completed checklist for
each inspection. All completed checklists should be
uploaded to LAMA.

S&P should implement inspection checklists for each inspection performed that
detail the required steps necessary for each type of inspection (i.e. building,
mechanical and electrical inspections). The inspection checklists should document
what steps should be performed for each type of inspection, as well as the
corresponding documentation inspectors should submit to S&P for completed
inspections.

Once S&P has implemented inspection checklists, S&P personnel should only
approve inspections submitted by Third Party Inspectors that include a completed
checklist with the required inspection report and inspection photographs. All
completed checklists should be uploaded to LAMA. S&P should update its policies
for building inspections to reflect the requirements for completing inspection
checklists. S&P should also provide training for completing and submitting
inspection checklists at the quarterly Third Party Inspector meetings, discussed
further in Finding 5. City and Third Party inspectors should sign an
acknowledgment that they have read the revised policies and understand that
they must submit completed checklists for each passed inspection.




V. THIRD PARTY INSPECTOR LICENSES

City Code permitted Third Party Inspectors to perform inspections within the
City, provided they apply for and maintain a City license:

Any company or individual wishing to act as a third-party inspection
service provider in the City of New Orleans must first file a
registration application with [S&P] on a form provided for that
purpose.*®

The City Code required Third Party Inspectors to renew their City licenses annually
in order to conduct inspections within the City and established delinquent fees for
City licenses that were not renewed before their expiration.*! S&P policy for Third
Party Inspectors also stated the following requirements for renewing their City
license, as established by the City Code:

City licenses are renewed on a yearly basis with the Department of
Safety & Permits. ... City licenses expire every year ... and must be
renewed before that date in order to prevent incurring late fees.*?

S&P policy for Third Party Inspectors also required them to have the following
credentials in order to conduct inspections within the City, as established by the
City Code:*

All 3rd party inspectors are required to be ICC Certified Inspectors,
be registered with Louisiana State Uniform Construction Code
Council (LSUCCC) and must hold a current 3rd party license with the
City of New Orleans to conduct inspections within City limits.**

40 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10(1)a.
Registration Required.

4 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10(1)b.
Registration Required.

42 Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
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4 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10(1)a.
Registration Required.

4 Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
Building Inspections, Effective October 20, 2021.




S&P policy for Third Party Inspectors required them to submit the following
documents with their application as part of the initial application and annual
renewal process for their license with the City:

e Government-issued identification card;

e Proof of active LSUCCC registration;

e Proof of ICC certifications identified in the application;

e Occupational license or registration from the City; and

e Proof of commercial general liability insurance of at least $500,000
naming the City as an additional insured party.*

Finding 4: S&P approved inspections that were submitted by Third Party
Inspectors with expired City licenses and did not consistently
collect late fees. S&P also did not confirm if Third Party
Inspectors named the City as an additional insured party on
their certificate of liability insurance.

The City Code forbade S&P personnel from accepting inspection reports from
Third Party Inspectors with expired licenses, stating, “Any registration not
renewed prior to expiration is considered invalid and inspection reports will not
be accepted.”®

THIRD PARTY INSPECTIONS PERFORMED WITH EXPIRED CITY LICENSES

During the scope period, 13 (62%) of the 21 City-licensed Third Party Inspectors
continued to perform inspections while their City license was expired. Five of
those 13 Third Party Inspectors did not renew their City license at any point during
the scope period.

During testing, OIG auditors determined Third Party Inspectors did not hold a
current City license at the time they conducted inspections for 15 (16.1%) of the
93 inspections tested, as shown in Figure 4. S&P approved ten of those 15
inspections even though the Third Party Inspector's license was still expired at the

4> Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
Building Inspections, Effective October 20, 2021.
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time of approval.*’ At the time of testing, S&P had approved 73 of the 93
inspections tested.*® Therefore, S&P approved ten (13.7%) of the 73 inspections
despite the Third Party Inspector having an expired City license at the time of
approval, as shown in Figure 4. Additionally, S&P would have been unaware if
those inspectors’ certifications and general liability insurance were current, since

those details are confirmed as part of the annual renewal process for City licenses.

Figure 4. Inspections Performed With an Expired City License
Number of Total Percentage of
Inspections Number of Inspections
Performed with Inspections with Expired
Population Description Expired License Tested License
Inspections Approved by S&P 10 73 13.7%
All Inspections Tested 15 93 16.1%

The auditors also noted that S&P revoked the City license of a Third Party
Inspector on January 13, 2023, which occurred after the scope period of this audit.
However, that Third Party Inspector was still listed in LAMA as a City-licensed Third
Party Inspector at the time of testing. The auditors determined the Third Party
Inspector in question submitted four inspections to S&P after their City license
was revoked. S&P approved three of those inspections, while the status of the
fourth inspection was still “under review” at the time of testing.

S&P management stated that it must submit a request to the City’s Office of
Information Technology & Innovation (ITI) to remove Third Party Inspectors from
LAMA if their license is expired or revoked. Management acknowledged that S&P’s
reliance on ITl to remove Third Party Inspectors from LAMA could cause delays
and result in S&P approving inspections submitted by Third Party Inspectors
whose licenses were expired or revoked.

The auditors also noted that seven (33%) of the 21 City-licensed Third Party
Inspectors had not signed an acknowledgment form that they “received and
reviewed the Standard Operating Policy & Procedures and understand the

47 For the remaining five inspections performed with an expired license, three were approved by
S&P after the Third Party Inspector renewed their City license and two were pending S&P approval
at the time of testing.

8 The auditors noted 18 (19.35%) of the 93 inspections were pending S&P approval at the time of
testing performed February 2024. An additional two permits tested had expired without being
issued a Certificate of Completion.




expectations outlined herein,” as required by S&P policy.*® S&P management was
unable to provide any explanation other than the policy was not properly
enforced. S&P policy for Third Party Inspectors stated the following:

The policies and procedures outlined herein are to be followed at
all times when conducting inspections of residential or commercial
buildings in the City of New Orleans. Deviation from these
procedures is subject to suspension or termination of your City of
New Orleans 3rd party license.>®

Because S&P had not consistently enforced its policy requiring Third Party
Inspectors to sign the acknowledgment before performing inspections, it provided
little assurance that Third Party Inspectors reviewed and understood the
expectations outlined in the policy.

LATE FEES FOR EXPIRED THIRD PARTY INSPECTOR LICENSES

S&P standard operating procedure for Third Party Inspectors required them to pay
the following late fees for expired City licenses, as established by the City Code:

City licenses expire every year ... and must be renewed before that
date in order to prevent incurring late fees [equaling] $30.00 per
month, or portion thereof past expiration date, in addition to the
renewal fee ... made payable to the City of New Orleans.>!

The 13 registered Third Party Inspectors who did not renew their City licenses
before they expired collectively owed the City late fees of $2,130 for the period
that their licenses were not renewed. However, S&P did not collect $1,110 of
those late fees. Not only did the City not receive $1,110 in revenues owed, but the
failure to collect late fees provided less incentive for Third Party Inspectors to
renew their licenses timely.

S&P management was unsure why it did not collect all late fees owed to the City
and suggested that the S&P employee who calculated the late fees may have used
the wrong number of days to determine the amount due. Management asserted

49 Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
Building Inspections, Effective October 20, 2021.
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that S&P hired a new employee after the scope period, whose duties included
tracking expired Third Party Inspector licenses and calculating the corresponding
late fees owed. Management stated this employee had begun verifying that Third
Party Inspectors’ licenses were current and all late fees were paid before S&P
approved passed inspections from those Third Party Inspectors.

CERTIFICATE OF LIABILITY INSURANCE

The City Code required Third Party Inspectors to submit a certificate of liability
insurance, which named the City as an additional insured party, when applying for
or renewing their City license:

Any company or individual must be insured and shall furnish proof
of commercial general liability insurance of not less than $500,000
and shall name the City of New Orleans as an additional insured
party, to be evidenced by submission of certificate of insurance at
the time of registration and/or renewal.>?

The auditors noted three (14%) of the 21 City-licensed Third Party Inspectors did
not name the City as an additional insured party on their submitted certificate of
liability insurance.

Requiring Third Party Inspectors to name the City as an additional insured party in
their commercial general liability insurance policy extended the coverage to the
City for risks that may arise from an improperly conducted Third Party inspection.
S&P management acknowledged the City risked litigation if it was later
determined that the Third Party inspection was not properly performed.

S&P management stated that personnel no longer with the department were not
properly reviewing Third Party Inspectors’ applications and renewals for City
licenses, including verifying if the license had been renewed, if late fees were due,
or if the City was named as an additional insured party. Management asserted S&P
had hired a new employee to ensure the issue would be corrected.

52 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10(1)a.vi.
Registration Required.




Recommendation 4: S&P should ensure that Third Party Inspectors
are blocked from submitting inspections if they
have not renewed their City license in
accordance with policy or if their license is
suspended or revoked. S&P should also not
approve Third Party Inspectors’ liability
insurance certificates unless the City is named
as an additional insured party.

In order to ensure the LAMA system only includes Third Party Inspectors with valid
City licenses, S&P and ITI should immediately remove Third Party Inspectors who
have not renewed their licenses by the renewal date. S&P should confirm with ITI
that Third Party Inspectors with expired or revoked licenses have been removed
from LAMA in order to ensure S&P personnel only accept inspection submissions
from Third Party Inspectors with valid City licenses. This should also ensure S&P
does not approve passed inspections submitted by Third Party Inspectors whose
City license is expired or revoked. S&P should not add Third Party Inspectors back
to LAMA until all required materials are submitted and approved by S&P and all
late fees are paid.

S&P should work with ITI and/or the manufacturer of LAMA to set up an alert
system to notify S&P and ITI when Third Party Inspectors’ licenses expire or have
been revoked. At the time of this report, the City Code required, “Individual [Third
Party Inspector] registration shall expire on the registrant's date of birth;
corporate registration shall expire on the anniversary date of registration.”>3 The
City should consider revising the City Code to use a uniform expiration/renewal
date for all individual and corporate City licenses, such as the last day of the
calendar year. Implementing a uniform renewal date for all City licenses will
facilitate S&P’s ability to track which Third Party Inspectors have not renewed
their license and promptly remove them from LAMA. As part of the annual license
renewal process, S&P should require Third Party Inspectors to sign an
acknowledgment certifying they have received and reviewed all current S&P
policies relevant to Third Party Inspectors and understand S&P’s expectations of

53 City Code Sec. 26-15. - International Building Code—Amendments. Section 110.10(1)c.
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them. Finally, S&P should enforce suspensions or terminations of Third Party
Inspectors’ City licenses for non-compliance with S&P policy.
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VI. THIRD PARTY INSPECTOR QUARTERLY MEETINGS

&P policy required Third Party Inspectors meet with S&P management

quarterly to discuss the latest S&P policies and procedures, as well as any
permitting and inspection issues. OIG auditors requested the schedule of S&P
qguarterly meetings with Third Party Inspectors, as well as all available supporting
documentation for those meetings, in order to verify that the meetings were held
in accordance with policy.

Finding 5: S&P did not consistently hold quarterly meetings with Third Party
Inspectors and did not maintain a written record of the discussion
that took place at the meetings.

S&P policy for Third Party Inspectors established the following criteria for their
meetings with S&P:

Once per quarter, all 3rd party inspectors currently licensed by the
City of New Orleans will meet with representatives from the
Department of Safety & Permits to review code changes, review
policies & procedures, and discuss permitting and inspection
issues. ... The [S&P] Chief Building Official will set the yearly
meeting dates, times and locations and act as the meeting
moderator.>*

The auditors determined S&P did not consistently hold quarterly meetings with
Third Party Inspectors as required by policy. Only two quarterly meetings were
held during the year ended December 31, 2022. Additionally, S&P did not schedule
or hold a quarterly meeting with Third Party Inspectors during the first three
guarters following the scope period as of September 2023. Therefore, the auditors
determined no quarterly meetings were held during five of the seven quarters
between January 1, 2022 and September 30, 2023.

S&P policy for Third Party Inspectors required S&P to distribute written recaps of
the quarterly meetings to all Third Party Inspectors, stating, “A written recap of
the discussion will be sent out within 5 days after the meeting to all invited

54 Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
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attendees.”>> However, S&P was unable to provide the auditors with written
records for the quarterly meetings that took place during the scope period. S&P
management confirmed no written recaps of meetings were sent to invited
attendees during the period tested.

S&P management acknowledged it had not held quarterly meetings with Third
Party Inspectors in compliance with policy and did not adequately document what
was discussed at those meetings. Management stated that the goal of holding
meetings every quarter was too ambitious, and it would have been more realistic
to schedule two meetings a year for Third Party Inspectors. Management also
acknowledged that it had not scheduled quarterly meeting dates during the scope
period and the two meetings that did occur during that time were scheduled
haphazardly.

Because quarterly meetings were not consistently held, S&P did not adequately
communicate with Third Party Inspectors. Effective and efficient communication
with Third Party Inspectors through quarterly meetings would have enabled S&P
to directly communicate policy and expectations to Third Party Inspectors.
Because those expectations were not effectively communicated, Third Party
Inspectors regularly submitted inspections without adequate documentation as
noted in this report.

Recommendation 5: S&P should directly communicate policy to
Third Party Inspectors at quarterly meetings, as
well as maintain a written record of the
discussion at those meetings.

When S&P updates its policy for Third Party Inspectors, the next quarterly meeting
should discuss the new policy, and all Third Party Inspectors should sign an
acknowledgment that they read and understand the revised policy. S&P should
use quarterly meetings to directly communicate examples of inspections
submitted by Third Party Inspectors that were rejected due to insufficient
documentation.

55 Department of Safety & Permits Standard Operating Policy and Procedure: 3rd Party Conducted
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VIl. DOCUMENTATION MAINTAINED IN LAMA

&P standard operating procedure for building inspections required S&P
personnel to upload all documentation for inspections to LAMA, stating the
following:

A record in LAMA shall be generated of every examination and
inspection. ... Records shall include dates of conducted inspections,
notes, photographs, communications, completed checklist, and
any other documentation generated or received. All records should
be reflected in LAMA.>®

Finding 6: S&P personnel did not consistently enter required information
and documentation into LAMA for permit inspections.

S&P standard operating procedure for building inspections required S&P
personnel to perform the following procedures as part of the process of issuing a
Certificate of Occupancy or Certificate of Completion:

Determine that all required documentation was accepted and
approved, that all required permits and inspections were obtained
and finalized and confirm that exterior photographs of all sides of
the structure and lot have been uploaded to the documents section
of the permit in LAMA.>’

As noted in Findings 2 through 5, S&P approved passed inspections submitted by
Third Party Inspectors even if all required documentation was not submitted
and/or the Third Party Inspector had not renewed their City license required to
perform such inspections. During testing, auditors noted that S&P personnel
reviewed those submitted inspections but did not upload required
documentation, such as permits and Certificates of Completion. S&P personnel
did not upload the permit to LAMA for two (2.2%) of the 93 inspections tested.
The auditors also noted that S&P personnel did not consistently upload the issued
Certificate of Completion. At the time of testing, S&P had issued a Certificate of

56 Department of Safety & Permits Standard Operating Policy and Procedure: Building Inspections,
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Completion or Certificate of Occupancy for 73 of the 93 inspections tested.>®
However, S&P personnel had not uploaded the Certificate of Completion to LAMA
for 42 (57.5%) of those 73 inspections. S&P management stated that the former
Chief Building Inspector, whose responsibilities included reviewing that
Certificates of Completion were consistently uploaded to LAMA, had not been
performing his required duties. Management further mentioned this issue should
be corrected now that the current Chief Building Inspector is performing those
duties.

Additionally, S&P did not keep an accurate record of inspections performed by
Third Party Inspectors in LAMA. The auditors noted S&P personnel often left the
data field blank where they were supposed to select the name of the City or Third
Party Inspector who performed the Inspection from a drop-down list that included
all City-licensed Third Party Inspectors. S&P personnel responsible for inputting
inspection data into LAMA did not select the inspector’s name from the drop-
down list for 523 (1.86%) of the 28,132 inspections performed by City Inspectors
or Third Party Inspectors during the scope period. Because the inspector’s name
was left blank in the data field, the OIG included these 523 inspections in the
population used to select a sample for testing. Five (5%) of the 93 selected
inspections did not include the inspector’s name in S&P's LAMA report that
showed who performed the inspection. The auditors determined three of those
five inspections were performed by Third Party Inspectors by reviewing the
supporting documentation.

S&P management could not explain why some inspections had been entered into
LAMA without the name of the inspector who performed the inspection.
Management confirmed that all Third Party Inspectors who submitted passed
inspections to S&P should have been on the drop-down menu in LAMA and S&P
personnel should not have input submitted documents without selecting the
correct Third Party Inspector. Management stated that there may have been a
glitch in LAMA where the Third Party Inspector’s name did not save when selected,
but if that was the case, there should have been a comment entered by S&P
explaining why there was no inspector’s name entered in the proper field.

%8 The auditors noted 18 (19.35%) of the 93 inspections were pending S&P approval at the time of
testing performed February 2024. An additional two permits tested had expired without being
issued a Certificate of Completion.




S&P’s failure to upload the required documentation and enter accurate
information further demonstrated that not all required documentation was
accepted and approved in compliance with policy. The lack of thorough review
increased the likelihood that S&P issued Certificates of Completion and/or
Certificates of Occupancy for inadequate inspections performed by Third Party
Inspectors.

Recommendation 6: S&P should perform regular quality reviews of
inspections, as well as Certificate of Occupancy
issuance, to ensure S&P personnel properly
review and upload required documentation to
LAMA for all inspections.

As discussed in Recommendation 1, S&P should hire a full-time Compliance
Officer, whose duties include leading regular internal quality reviews of
inspections. In addition to verifying that Third Party Inspectors submitted all
required documentation, such quality reviews should also verify S&P personnel
properly reviewed and uploaded the required documentation to LAMA before
issuing Certificates of Completion and Certificates of Occupancy. As discussed in
Recommendation 3, S&P should implement inspection checklists for each type of
inspection performed by City and Third Party Inspectors. In order to ensure
inspections are performed adequately, S&P personnel who review and approve
inspections, should reject passed inspections that were not conducted in
accordance with those checklists and S&P policy.




APPENDIX A. OBJECTIVES, SCOPE, AND METHODOLOGY

The objective of the audit was to verify the following:

e S&P implemented adequate policies and procedures related to
inspections performed by Third Party Inspectors, and
e Third Party Inspectors complied with S&P policies and procedures.

The scope of the audit was all building, mechanical, and electrical permit
inspections conducted by Third Party Inspectors on behalf of S&P during the
period January 1, 2022 through December 31, 2022.

To accomplish the audit objectives, OIG auditors performed the following
procedures:

1. Conducted interviews with S&P personnel to obtain an understanding of
the policy and procedures for building, mechanical, and electrical
inspections conducted by Third Party Inspectors.

2. Verified S&P’s written policies and procedures complied with best
practices.

3. Reviewed the findings and recommendations of previous audits to
determine if S&P implemented those recommendations into its policies
and procedures for Third Party Inspectors.

4. Compared S&P policies and procedures for Third Party Inspections to its
standard operating procedure for building inspections to verify Third Party
Inspectors were held to the same requirements as City Inspectors.

THIRD PARTY INSPECTIONS TESTING

To verify Third Party Inspectors performed inspections in accordance with S&P
policies and procedures, the auditors performed the following procedures:

5. Obtained a LAMA report from S&P of all 28,729 inspections performed by
both City and Third Party Inspectors during the scope period. After
confirming the completeness of the LAMA report, OIG auditors performed
the following procedures to determine a population for testing:

a. Filtered the LAMA report to include only the 28,132 inspections
performed by S&P and Third Party Inspectors during the scope
period. The auditors further filtered the LAMA report to include




only the 19,283 inspections performed by Third Party
Inspectors.

b. Selected only inspection types performed by Third Party
Inspectors during the scope period that would have required
building, electric, or mechanical inspections of the physical
building. This resulted in a population of 16,473 inspections,
which covered 85.4% of all 19,283 inspections performed by
Third Party Inspectors. Figure 5 shows the Third Party
Inspections testing population by inspection type for the year
ended December 31, 2022.

Figure 5. Third Party Inspections Testing Population by Type
Inspection Type Total Inspections
Construction Loop 746
Electrical Repair / Replacement / Addition 2,387
Electrical Service / Circuit / Feeder 3,784
Mechanical Fuel Gas 3,206
Mechanical HVAC 2,863
New Construction 1,274
Renovation (Non-Structural) 1,350
Renovation (Structural) 863
Total Third Party Inspections Population 16,473

6. Selected a random sample of 93 inspections from the testing population,
using the methodology shown in Figure 6.

Figure 6. Sampling Methodology
Confidence
Population Level Tolerable Error | Expected Error Sample Size
Random Sample 95% 5% 1%

7. Tested compliance with S&P policy by performing the following
procedures for each of the 93 inspections selected for testing:

a. Verified the inspector submitted a PDF inspection report,
including a detailed description of what was inspected and
where.




b. Verified the inspector submitted a PDF file of the required
photographic documentation, including a minimum of three
photographs of everything inspected.

c. Verified the inspector submitted a completed inspection
checklist.

d. Verified the inspector held a current City license at the time of
the inspection.

THIRD PARTY LICENSE TESTING

To determine if Third Party Inspectors met the City's requirements to perform
inspections on behalf of the City, the auditors performed the following
procedures:

8. Verified each Third Party Inspector renewed or applied for their City
license.

9. Verified each Third Party Inspector submitted the required documentation
to apply for or renew their City license.

THIRD PARTY QUARTERLY MEETING TESTING

To determine if S&P effectively implemented the quarterly meeting policy for
Third Party Inspectors, the auditors performed the following procedures for
meetings held during the scope period:

10. Verified the meetings occurred quarterly by reviewing the agendas and
written recaps.

11. Verified S&P maintained sign-in sheets for each meeting to document
attendance.

The OIG assessed the reliability of LAMA data by (1) interviewing City employees
knowledgeable about the data, (2) comparing data to source documents for
reliability, and (3) reviewing selected system controls. Auditors determined that
the data was sufficiently reliable for the purposes of this report.>®

Auditors used the following criteria for this performance audit:

e S&P Policy Memoranda;

59 GAO-20-283G Assessing Data Reliability. December 2019.




e City Code of Ordinances; and
e International Building, Mechanical and Fuel Gas Codes.

AUDITING STANDARDS

We conducted this performance audit in accordance with Generally Accepted
Government Auditing Standards (GAGAS) issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that the
evidence obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives.®°

Auditors also conducted this performance audit in accordance with the Principles
and Standards for Offices of Inspector General %!

LEGAL AUTHORITY

The authority to perform this audit is established in La. R.S. 33:9613 and in City
Code Sec. §2-1120.

80 Government Auditing Standards, Chapter 9.03; U.S. Government Accountability Office, 2021.
51 “Quality Standards for Audits by Offices of Inspector General,” Principles and Standards for
Offices of Inspector General (Association of Inspectors General, 2014).




OFFICIAL COMMENTS FROM THE CITY

City of New Orleans Ordinance, §2-1120(8)(b) provides that a person or entity
who is the subject of a report shall have 30 days to submit a written
explanation or rebuttal of the findings before the report is finalized, and that such
timely submitted written explanation or rebuttal shall be attached to the finalized
report.

On March 17, 2025, the OIG distributed an Internal Review Copy of this report to
S&P so they would have an opportunity to comment on the report prior to the
public release of this Final Report. The OIG received S&P’s comments on April 23,
2025. The OIG attached these comments to the report.




SAFETY AND PERMITS

CITY OF NEW ORLEANS

LATOYA CANTRELL TAMMIE JACKSON
MAYOR DIRECTOR
April 23, 2025

Dan Pattison

New Orleans Office of Inspector General
525 St Charles Avenue

New Orleans, LA 70130

VIA Email: dpattison@nolaoig.gov

RE: Safety & Permits Third Party Inspections Report

Dear Mr. Pattison

We appreciate the opportunity to respond to the OIG Third Party Inspections Report based on
random third party inspections performed in 2022. In responding to the audit findings, it should be
noted that several of the proposed recommendations were already in process during the audit. We
continue to work to address issues brought forward in previous audits as well as moving towards
a more effective and efficient system of third party review that allows us to keep the citizens of
New Orleans safe and regain public trust and confidence for this process. The responses below will
corroborate our implementation of processes to improve third party inspection procedures since
2022:

RECOMMENDATION 1

S&P should create a full-time Compliance Officer position, whose primary responsibilities include

performing quality reviews of inspections, as well as Certificate of Occupancy issuance. As part
of the quality review process, the Compliance Officer and/or S&P supervisors should conduct
randomized onsite quality checks for inspections submitted by Third Party Inspectors.
Additionally, the City should consider modifying the City Code to place S&P in charge of
receiving and randomly assigning requests for Third Party Inspectors.

1340 POYDRAS STREET SUITE 800 NEW ORLEANS, LOUISIANA 70112
PHONE 504-658-7200
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RESPONSE: The Department of Safety and Permits agrees and is actively developing the
qualifications and responsibilities of a compliance officer which will be responsible for
monitoring permit issuance, construction values and accuracy of information submitted for permit
review. Compliance review for third party inspectors requires technical knowledge in relevant
fields such as building, electrical and/or mechanical Code Compliance. Only personnel with
technical knowledge of the relevant Codes should issue the certificate of Occupancy. A Building
Inspector Manager position approved in the 2025 Budget and filled on March 17, 2025, by an
applicant who is a Certified Building Inspector who can review and perform building, electrical
and mechanical inspections. The primary responsibility of the Building Inspector Manager will
include performing quality reviews of building inspections and issuing certificates of occupancy.
Inspector supervisors currently perform on-site inspections of third-party inspection locations and
plan to increase the number as capacity allows. The City is also considering legislative options to

prevent the perception of conflicts of interest between all parties involved.

RECOMMENDATION 2
S&P should implement and require a uniform inspection report template for both City and Third

Party Inspectors to submit with each inspection. S&P should also provide training to Third Party
Inspectors, including the required photographic documentation for each inspection. In addition,
S&P should discipline Third Party Inspectors who do not consistently comply with those
requirements.

RESPONSE: The Department of Safety and Permits agrees with this finding and implemented
this recommendation. We met with third party inspectors in December 2024 to inform about
impending changes effective January 1, 2025. Checklists have been provided for inspection types
in the form of an Inspection Report which is a required submission with each inspection for each
permit. See Inspection Report. While we agree checklists offer uniformity and consistency, they
can also become routine, limiting and not capture the full context of an inspection especially with

the historical nature of the City. A uniform inspection report for third party inspectors which

1340 POYDRAS STREET SUITE 800 NEW ORLEANS, LOUISIANA 70112
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requires the permit description and details about inspections was implemented in January, 2025.
The Department of Safety and Permits is currently tracking submission errors from third party
inspectors. In the August 2024 meeting with third party inspectors, the department informed third
party inspectors that licenses would be subject to suspension or revocation based on inspection
report inaccuracies or deficiencies. The Department has the following meetings scheduled for this
year: April 30, June 6 , September 12, and December 12, 2025. Additional meetings, training
materials as well as updates to forms, policies and procedures will be provided continually to foster
a collaborative working relationship.

RECOMMENDATION 3

S&P should implement inspection checklists for each type of inspection and require City and Third

Party Inspectors to submit a completed checklist for each inspection. All completed checklists
should be uploaded to LAMA.

RESPONSE: The Department of Safety and Permits agrees but has implemented an alternative
plan better suited for efficient operations and ongoing improvements. While extensive checklists
have been provided for reference, only the inspection report which includes a general checklist for
each permit with each inspection is uploaded into LAMA. See Inspection Report. While checklists
have advantages, the Division supervisors noted the impracticality of checklists in field operations
and provided the best approach for City workers is to clearly provide policy and expectations. See
DSP Building Division Policy 25 01 Desk Duty and Verification of Third Party Documents. Policy
and procedural requirements with expectations for all inspections allow inspectors to focus on the
property instead of checking off items on the list, potentially overlooking important nuances or

missing critical details.

RECOMMENDATION 4

S&P should ensure that Third Party Inspectors are blocked from submitting inspections if they

have not renewed their City license in accordance with policy or if their license is suspended or

1340 POYDRAS STREET SUITE 800 NEW ORLEANS, LOUISIANA 70112
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revoked. S&P should also not approve Third Party Inspectors’ liability insurance certificates unless
the City is named as an additional insured party.

RESPONSE: The Department of Safety and Permits agrees with this finding and since the Fall of
2024 has moved the responsibility for third party application review to the Trade License Division.
Trade License Division reviews all trade credentials and assures all documentation is properly
submitted inclusive of liability insurance certificates with the City named as an additional insured
party as well as collects late fees. While updates to LAMA have been included to prevent expired,
suspended or revoked licenses from submitting inspections, as an additional measure, the
supervisor actively monitors renewal dates to prohibit inspection submissions after expiration.
Additionally, the department is considering annual renewal dates of December 31% instead of

expiration based on the inspector’s birth date.

RECOMMENDATION 5

S&P should directly communicate policy to Third Party Inspectors at quarterly meetings, as well

as maintain a written record of the discussion at those meetings.

RESPONSE: The Department of Safety and Permits will schedule a minimum of three meetings
with third party inspectors. The purpose of the meetings will be to improve communication,
exchange knowledge, and facilitate continuous improvement with inspection reviews. All
meetings will be recorded. Training materials will be publicly available for review on the
department’s website. The Department has the following meetings scheduled for this year: April
30, June 6 , September 12, and December 12, 2025.

RECOMMENDATION 6

S&P should perform regular quality reviews of inspections, as well as Certificate of Occupancy

issuance, to ensure S&P personnel properly review and upload required documentation to LAMA

for all inspections.
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RESPONSE: The Department of Safety and Permits agrees with this finding and has implemented
Building Division Policy 25.01 Desk Duty and Verification of Third Party Inspection Service
Provider Documents to standardize the consistent review of all third-party inspector submissions,
effective March 7, 2025. The Building Inspection Manager is responsible for assignment as well

as final review.
Should you have any questions regarding the responses please do not hesitate to contact me.

Sincerely,

Tammie Jackson

ccC: abroyles@nolaoig.qov
aberkheimer@nolaoig.gov
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INSPECTION REPORT

SUBMITTAL

PROJECT ADDRESS

DATE OF INSPECTION

CONTRACTOR

LICENSE NUMBER

PERMIT NO.

3RD PARTY INSPECTOR

LSUCCC REGISTRATION NO.

DATE OF PERMIT ISSUANCE

PERMIT DESCRIPTION

INSPECTION TYPE

STAGE OF INSPECTION

INSPECTION STATUS

OPENINGS required?

O Building O Final QO Const. Loop O Inspection PASSED
Electrical Underground Slab
O I O . O . O Inspection PARTIAL PASSED
QO Gas QO Foundation QO Framing Location:
O Mechanical O walls Only QO Ceilings Only
O Rough-In (Walls & Ceilings)
O 30-Day Temp. () Tunnel O Inspection FAILED
Are FLOOD VENTS or For FINAL INSPECTION, is an
FLOODPLAIN O Y O N ELEVATION CERTIFICATE required? O Y O N

INSPECTION NOTES

METER INFORMATION (ELECTRIC) |

PHASE:

O N/A

O Solar (NET) O New O Vacancy O Separation O Consolidation O Construction Loop
METER INFORMATION (GAS) | CAPACITY: O N/A
O New O Vacancy O Separation O Consolidation O Capacity Increase O Relocaiton O Leak

This inspection warranties compliance with International Residential Code 2021, International Building Code 2021,
International Mechanical Code 2021, International Fuel Gas Code 2021, Louisiana State Plumbing Code 2021; National
Electric Code 2020. All above referenced Codes are as locally amended.

Inspector
Signature

Printed Name

Date
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Department of Safety & Permits

Building Division Policy 25.01
Standard Operating Policy and Procedure: Desk Duty and Verification of Third Party Inspection
Service Provider Documents

Policy

As the Department of Safety and Permits Building Inspection Division is charged with the impartial and competent
administration and enforcement of the specific provisions of Chapter 26 of the City of New Orleans Municipal Code, this
Standard Operating Policy and Procedure establishes guidelines for verification of inspection documentation received by
Third Party inspection service providers:

All'ICC certified residential and commercial building inspectors with the Department of Safety and Permits will be
assigned a weekly schedule.

The weekly schedule will include a maximum of three days for review but no less than one day and assigned by
the Chief Building Official, Building Inspector Supervisor or Building Inspector Manager as the designee of the
Director pursuant to the Code of the City of New Orleans, chapter 26 Section 110.10 et. seq.

The schedule will be released on a monthly basis and updated as needed.

Procedures for Verification

During the scheduled days, the inspector is responsible for reviewing the report for the specified requirements
based on the permit type. See Also Permit Checklist.

Confirm all previous inspections have been completed. For example: foundation, framing, etc, if applicable. If an
inspection has been missed, please add a Journal note with a red flag to the permit and send the Inspection
Resolution Request (IRR) form to the contractor, applicant, owner or representative responsible for resolution.
Remove the red flag once the IRR is approved by the Chief Building Official, Building Official or reviewing
inspector.

Once records of all required inspections have been verified, continue with verification of third party service
provider documents. Enter the status of the passing inspection, input the results noting the third party inspector
name and date on the report as well as complete any corresponding events, for example: review of final
inspection results in issuance of the Certificate of Occupancy or Completion. (ElectricalDivision@nola.gov should
also be notified in this instance.)

IV. Should there be obvious deficiencies or documents submitted are insufficient to verify the applicable inspection
requirements, the inspector has the following options:
o Contact the contractor (applicant) and/or 3™ party inspector noting the deficiencies and require updated
photographs to confirm compliance; or
o Schedule a site visit within three business days.
Standard Operating Policy & Procedure: Verification of Third Party Inspection Service Provider Documents Page 1 Of 2
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MAYOR DIRECTOR

V. If further research on code requirements is necessary, then that should be communicated to the third party
inspector as well as the contractor within 24 hours of review.

Applicable at All Times

A. All employees of the Department of Safety and Permits Building Inspection Division shall conduct themselves
in a manner exemplifying professionalism, impartiality, and helpfulness that furthers the City’s vision of creating
strong, effective, and efficient enforcement of building codes.

B. Deviation from these procedures is subject to disciplinary action and possible termination of employment. The
provisions of the policy and procedure are implemented effective of the date below and disciplinary measures shall
be at the discretion of the supervisor and/or the appointing authority.

C. This policy is meant to clarify procedures for desk duty in addition to the audit and verification of inspection

documentation received by Third Party inspection service providers and must be adhered to in conjunction with
other Departmental polices.

Effective March 7, 2025

Standard Operating Policy & Procedure: Verification of Third Party Inspection Service Provider Documents Page 2 Of 2
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