


 

 

 

              
    
   

          August 21, 2025 
 
 
Basil Merenda, Commissioner 
Department of Licenses & Inspections 
Municipal Services Building 
1401 John F. Kennedy Boulevard – 11th Floor 
Philadelphia, PA 19102 

 
Dear Commissioner Merenda: 

In accordance with Section 6-400(c) of the Philadelphia Home Rule Charter, the Office of the City Controller 
conducted a performance audit of the Department of Licenses and Inspections. Our objectives were to review 
the department’s internal control policies and procedures for new construction and modifications to existing 
buildings, and the qualifications and the quality of work of city inspectors. Additionally, we conducted our 
review to address complaints from city residents regarding unsafe construction practices and the use of 
unlicensed and misclassified workers in the City of Philadelphia. The results of our work, which was performed 
in accordance with Government Auditing Standards for performance audits, are detailed in the attached report. 

Our specific findings and recommendations were shared with your staff during our exit conference. We believe 
that our recommendations, if implemented properly, will help ensure the safe construction of residential 
buildings, while enabling the city to collect the appropriate tax revenue denied by the use of unlicensed and 
misclassified contractors and subcontractors. 

We would like to express our thanks to you and your staff for the courtesy and cooperation provided during 
our audit.   
     

Very truly yours, 
 

  
CHRISTY BRADY, CPA 
City Controller 

 
cc: Honorable Cherelle Parker, Mayor 
 Honorable Kenyatta Johnson, President 
 and Honorable Members of City Council   



 

 

 
CITY OF PHILADELPHIA 

DEPARTMENT OF LICENSES & INSPECTIONS 
REVIEW OF THE CITY’S CONSTRUCTION PROCESS 

FISCAL YEAR ENDED JUNE 30, 2023 AND 2024  
 

EXECUTIVE SUMMARY 
  

 
Why the Controller’s Office Conducted the Audit 
 
The Office of the City Controller (Controller’s Office) conducted a performance audit of the Department of 
Licenses and Inspections (L&I). The primary focus of the audit was to determine whether L&I has established 
procedures to ensure that construction work complies with mandatory standards and is only performed by 
construction workers whose employment status was properly documented.  
 
 
What the Controller’s Office Found 
 
The inspection deficiencies identified weaken L&I’s ability to ensure safe and lawful construction activity in 
the city and reflect practices that put both workers and residents at risk.  
 
Some of the most significant findings include: 
 

• L&I inspectors did not request the contractors’ licenses during any of the eight site visits we observed, 
nor did they request documentation supporting the employment status of workers on the construction 
sites. By failing to review licenses, construction activity may be performed by unqualified individuals. 
Furthermore, when documentation supporting the employment status of construction workers is not 
reviewed, the workers may incorrectly be classified as independent contractors, which could prevent 
them from receiving workplace benefits and allow contractors to evade federal, state, and local taxes.  

 
• Eight employees who collectively performed 575 residential fire inspections and 482 commercial fire 

inspections, did not have the required Uniform Construction Code (UCC) fire inspector certifications 
necessary to perform the work. Similarly, four employees who performed 229 residential mechanical 
inspections did not have the required UCC mechanical and energy inspector certifications.  
 

• Of the 6,241 third-party electrical inspections completed during fiscal year 2023, L&I only performed 
82 electrical audits, covering only 1.3% of the total third-party inspections. Additionally, of the 20 
electrical inspection audits selected for testing, 14 audits were performed by a supervisor who was not 
properly certified to perform or review electrical work, and 13 audits did not contain the required 
Electrical Inspection Audit Report, a form necessary to ensure that the results of the audits are properly 
documented and effectively communicated to management.  
 

• Of the 40 residential building permits selected for testing, 34 permits did not contain the required 
comment details and/or photographs required by L&I’s written inspection procedures. Additionally, 
for 13 permits requiring a total of 73 inspections, we determined that 33 of the inspections were not 
performed.   

 
 
What the Controller’s Office Recommends 
 
The Controller’s Office has developed several recommendations to address the findings noted above. These 
recommendations can be found in the body of the report.
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The Office of the City Controller (Controller’s Office) conducted an audit of 
the Department of Licenses and Inspections (L&I) in response to ongoing 
concerns from Philadelphia residents regarding unsafe construction practices 

and complaints of misclassified workers. Our office had issued a report in 2014 on the underground economy 
in Philadelphia, which highlighted how unregulated construction activity contributes to lost city revenue and 
increased safety risk to both workers and residents. The focus of the current audit was to determine whether 
L&I has established procedures to ensure that construction work complies with mandatory standards, is 
performed only by licensed contractors and subcontractors, and properly identifies the employment status of 
workers on construction sites. 
 

L&I traces its origins back to May 1855 when an Act of Assembly created 
the Board of Building Inspectors. The Act called for judges of the Court of 
Common Pleas to appoint two “suitable persons of experience and skill” to 

inspect city buildings. In December 1886, an ordinance was passed that placed the Board of Inspectors within 
the Department of Public Safety, and in 1899 the Board of Inspectors was re-established as the Bureau of 
Building Inspection. With the passage of the Philadelphia Home Rule Charter in 1949 and the eventual 
dissolution of the Department of Public Safety, the functions of the Bureau of Building Inspection were moved 
into the newly created Department of  Licenses and Inspections in 1951. The Home Rule Charter provides L&I 
with the power and duty to perform the following functions:  

• administer and enforce all statutes, ordinances, and regulations pertaining to building safety, 
sanitation, signs, and zoning;  

• issue all licenses required to be obtained from the city;  

• conduct all inspection functions to determine whether any person or owner of any property is 
violating the conditions of any license, or whether any property owner is violating any statute, 
ordinance or regulation; 

• enforce violations found as a result of any inspection;  

• revoke, suspend or cancel any license when the holder is violating the conditions thereof;  

• make special inspections on request where unlawful conditions are believed to exist.   

In connection with the powers and duties of L&I, the Charter has also established three boards that assist 
citizens and management in the performance of the department’s primary duties. The Board of License and 
Inspection Review and the Zoning Board of Adjustment provide citizens adversely affected by license and 
zoning requirements an orderly due process for a review of actions impacting them. The Board of Building 
Standards advises the L&I commissioner on the interpretation of the city’s building code and any regulations 
relating to building safety and sanitation; suggests changes to regulations; and proposes new and substitute 
materials for building construction, as well as new methods of construction. 
 
The department was previously headed by a single commissioner appointed by the managing director with the 
approval of the mayor.  In February 2024, the mayor announced that the Department would now be led by two 
commissioners – one to lead the Inspections, Safety and Compliance Division and another to oversee the 
Quality of Life Division. 
 

The History of L&I  

Purpose of the Audit 
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In June 1983, Philadelphia adopted its first model code, the 1981 
edition of the BOCA National Building Code. The city followed 
with adoptions of the 1987, 1990, and 1996 edition of the same 

Code. In 2004, Philadelphia adopted the International Building Code, developed by the International Code 
Council (ICC), to coincide with Pennsylvania’s adoption of the 2003 International Codes (I-Codes). The ICC 
develops the model codes and standards used in the design, building and compliance process to construct safe, 
sustainable, and affordable structures and 
serves as the technical basis for enforcement 
in Pennsylvania. Most U.S. communities and 
many global markets have adopted the I-
Codes. Pennsylvania municipalities also 
needed to adopt PA Act 45 of 1999, the 
Uniform Construction Code (UCC), which 
Philadelphia adopted on June 21, 2004.  

 
Philadelphia residents intending to build a new home, make 
improvements to their existing residences, or otherwise 
engage in construction related activities must begin the 

process by first submitting a permit application to L&I for review. A permit is required to obtain legal 
permission to start construction activity. The permit application, along with detailed architectural drawings, 
specifications, or site plans are necessary to ensure that the intended work complies with building codes and 
regulations. The application also includes information about the hired contractors or contractor agencies, which 
L&I reviews to ensure that the contractors have the licenses and qualifications necessary to perform the 
specified work.  
 
Once the application is approved, the permit is issued and construction work may begin. Along with outlining 
the scope of the work, the permit will also specify the type of inspections the city requires during the 
construction process. Inspections are a crucial part of the process because they ensure the work was done in 
accordance with the architectural specifications or site plans, and conforms with applicable building codes. 
After successful completion of all inspections and the conditions set forth in the permit, the construction process 
is complete, and a certificate of occupancy may be issued. 

The Adoption of Building Codes 

 

How the Construction Process Works  
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We focused our testing for the fiscal years ended June 30, 2023, and 2024 on the quality and completeness of 
L&I’s construction practices and whether it has adequate procedures to ensure that construction work is only 
performed by licensed and properly classified workers. These areas cover significant aspects of L&I’s mission 
and are crucial to the safety and well-being of city residents.   
 
Our audit identified several conditions that, we believe, weaken L&I’s ability to ensure safe and lawful 
construction activity in the city. Some of the more significant findings include: 
 

• L&I inspectors did not request the contractors’ licenses during any of the eight site visits we observed, 
nor did they request documentation supporting the employment status of workers on the construction 
sites. By failing to review licenses, construction activity may be performed by unqualified individuals. 
Furthermore, when documentation supporting the employment status of construction workers is not 
reviewed, the workers may incorrectly be classified as independent contractors, which could prevent 
them from receiving workplace benefits and allow contractors to evade federal, state, and local taxes.  

 
• Eight employees who collectively performed 575 residential fire inspections and 482 commercial fire 

inspections, did not have the required UCC fire inspector certifications necessary to perform the work. 
Similarly, four employees who performed 229 residential mechanical inspections did not have the 
required UCC mechanical and energy inspector certifications.  
 

• Of the 6,241 third-party electrical inspections completed during fiscal year 2023, L&I only performed 
82 electrical audits, covering only 1.3% of the total third-party inspections. L&I procedures state that 
reviews should be conducted daily and should include a variety of electrical inspections. Additionally, 
of the 20 electrical inspection audits selected for testing, 14 audits were performed by a supervisor who 
was not properly certified to perform or review electrical work, and 13 audits did not contain the 
required Electrical Inspection Audit Report, a form necessary to ensure that the results of the audits 
are properly documented and effectively communicated to management.  
 

• Of the 40 residential building permits selected for testing, we found that 34 permits did not contain the 
required comment details and/or photographs required by L&I’s written inspection procedures.  
Additionally, for 13 permits requiring a total of 73 inspections, we determined that 33 of the inspections 
were not performed.   

 
Each of these conditions are discussed in more detail below. Our recommendations for improving licensing 
and worker documentation requirements, employee certification procedures, inspection practices, and electrical 
audit reviews are noted in the body of this report.   
 

 
 
 

The city, through the issuance of Philadelphia Code Section 9-1004, recognizes that inadequately qualified 
contractors jeopardize the health and safety of the public and workers employed on construction projects within 
the city. By establishing licensing requirements and enforcement procedures for construction work, the code 
provides the standards necessary to ensure that contractors comply with applicable industry standards. The 

Contractor Licenses Were Not Reviewed During Inspections 
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code requires construction contractors and subcontractors to possess applicable, valid, and current licenses to 
show that they are specifically qualified and legally able to perform construction work within the city. A 
contractor’s license is required of any person who performs or offers to perform any construction, repair, 
alteration, addition, remodeling, rehab, demo, or any other type of residential or non-residential construction. 
Only construction work performed by the homeowner or requiring a specialized professional license, such as 
electrical, plumbing, fire suppression, and complete demolition work, are exempt from this requirement. If the 
project requires multiple contractors, all contractors must be named before the permit can be issued. The 
code also states that a prime contractor performing construction work1, shall submit to L&I within three days 
after the commencement of work, a list of all subcontractors, their respective contractor license numbers and 
documentation supporting the validity and active status of the contractor and subcontractor licenses. 
Contractors must also post their contractor license number on any advertisements, stationery, places of 
business, job sites, proposals, and vehicles displaying their business name. 
 
Yet, despite these, and other, regulatory requirements, it has been frequently reported that construction work is 
being performed in Philadelphia by contractors and subcontractors who may not possess the required contractor 
licenses, and our review indicates that there is no unit within L&I aggressively working to correct this problem. 
Over a three-day period, we accompanied L&I inspectors on five field reviews and witnessed three virtual 
inspections. These inspections covered both commercial and residential properties, new construction and 
restoration work. At no time during any of these eight site visits, did the construction inspectors ask to review 
applicable contractor licenses.  
 
We were also informed that L&I construction inspectors do not usually perform surprise site visits to determine 
if unlicensed workers are present on the job site. When inspectors go to the sites to perform their reviews, the 
contractor is already aware of when the inspection will take place, as the contractors typically schedule the 
appointment days to weeks in advance. Inspectors have informed us that performing surprise inspections often 
results in wasted effort because the contractor may not be present at the site and the parties would have to 
reschedule. Yet, by not performing surprise inspections, L&I’s ability to identify unlicensed contractors is 
severely compromised. 
 
We later found that while L&I’s Inspector Manual and its 2009 Policy regarding Unlicensed Contractors and 
Tradespersons placed the responsibility for reviewing contractor licenses with the construction inspectors, that 
specific task was no longer part of their current job duties. Staff shortages and added responsibilities required 
L&I to adjust the inspectors’ workload. So, in 2013, the department transferred responsibility for contractor 
license reviews to its newly created Contractor Compliance Unit, which became the Audit and Investigation 
Unit (AIU) in fiscal year 2022. Despite this significant change to its organizational responsibilities, L&I has 
yet to revise its written policies accordingly. 
  
Furthermore, as noted in the Final Report of the Joint Task Force on Regulatory Reform for the Department of 
Licenses and Inspections2, the AIU faces its own challenges with staffing and employee workload. The Task 
Force report recommended fully staffing the AIU as a means to stop the growing number of code violators. 

 
1 except for work on residential buildings of two dwelling units or less. 
2 Specifically, the "Final Report of the Joint Task Force on Regulatory Reform for the Department of Licenses and Inspections" Report 
to The Honorable Cherelle L. Parker, Mayor-Elect of the City of Philadelphia & the Honorable President of the Council of the City of 
Philadelphia. Issued December 19, 2023 
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Yet, this unit is currently staffed with only five employees who address contractor compliance matters, and 
only two of these verify contractor licenses. As a result, we were informed that the AIU only conducts license 
reviews when the department receives a complaint, or a specific request to do so.  
 
By failing to actively review contractor licenses, L&I accepts that unlicensed contractors are performing work 
that may not comply with UCC standards, thereby putting public and worker safety at risk. Additionally, 
unlicensed employees prevent the city from collecting the revenue needed to offset the costs of L&I’s 
compliance and enforcement efforts. 
 
To ensure that unlicensed workers are not actively performing construction work in the city, we recommend 
that L&I management: 

• Require its inspectors to review inspector licenses when performing their inspection duties. 
Inspectors should also check to verify that the required contractor information is posted on the job 
site. [202624.01] 

• Require the AIU to perform random, surprise site visits, when possible, to determine if unlicensed 
workers are present on the job sites. [202624.02] 

• Consider increasing the number of employees in the AIU so that they may perform more license 
reviews. [202624.03] 

• Update its Unlicensed Contractors and Tradespersons Policy to reflect the inspections and other 
responsibilities now assigned to the AIU. [202624.04] 

 
 
 
 

As noted in our earlier report on Philadelphia’s underground construction economy, contractors often hire 
workers whom they classify as independent subcontractors but, rightfully, should be reported as employees. 
This is a matter of concern because employees are eligible for workplace benefits and protections, such as 
minimum wage, overtime pay, unemployment benefits, and workers' compensation, that independent 
contractors are not. Pennsylvania law Act 72, the Construction Workplace Misclassification Act, effective 
February 2011, prohibits contractors from classifying construction workers as independent subcontractors if 
the workers do not meet the statutory definition of an independent contractor. 
 
During the fiscal year that ended on June 30, 2024, we accompanied L&I inspectors on construction inspections 
over the course of three days and found that the L&I inspectors did not request to review the documentation 
for on-site workers necessary to verify their proper employment status. While Act 72 is enforced by the city’s 
Office of Labor for city-funded construction projects, L&I has not established its own policies, adopting Act 
72, for non-city funded projects, so inspectors were not instructed to perform these reviews.  
 
Failure to review worker documentation increases the risk that construction workers are misclassified as 
independent contractors rather than employees. Misclassified workers may be denied job benefits they would 
otherwise receive as employees. Additionally, when contractors intentionally misclassify workers, they may 
hire less qualified individuals to reduce labor costs and avoid paying fair wages. Furthermore, by not reporting 
instances of misclassification to the city’s Department of Revenue, the city risks losing payroll tax revenue and 
is missing opportunities to hold contractors accountable for violating local tax laws. 

Documentation for Construction Workers Was Not Reviewed During Inspections 
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To ensure that construction workers are properly classified on constructions sites, we recommend that L&I 
management: 

• Create detailed policies and procedures for inspectors that enforce the applicable requirements of 
Act 72. [202624.05] 

• Administer the newly created policies and procedures related to Act 72. [202624.06] 
• Report instances of worker misclassification to the city’s Department of Revenue. [202624.07] 

 
 
 
 

In June of 2012, the City of Philadelphia introduced eCLIPSE3, a new electronic system for managing the city’s 
building, planning, and permitting needs. With the POSSE PLS4 service as its foundation, eCLIPSE was 
initially used by L&I to: 
 

• Inspect properties for compliance with fire, property maintenance and businesses, trades and 
professional codes; 

• Review plans, inspect and issue permits according to building, zoning, plumbing and electrical 
codes; 

• Inspect and clean and seal vacant properties, conduct demolition programs for imminently dangerous 
buildings; 

• Issue licenses for various trades and business activities and locations. 
 
In March of 2020, the city added license application, renewal, and online payment services to eCLIPSE with 
the intention to create for citizens and contractors a virtually paperless system and reduce the time devoted for 
application reviews. In the following year, L&I equipped its inspectors with mobile devices that allowed them 
to enter real time inspection results into eCLIPSE, creating a more efficient reporting process and the ability to 
timely share project information with L&I supervisors and managers. 
 
However, while the use of eCLIPSE has assisted inspectors in the performance of their duties, it wasn’t intended 
to replace the knowledge, experience, and due diligence required to review the safety-related and complex 
work associated with construction code compliance. Therefore, in accordance with the Philadelphia 
Administrative Code, L&I issued its own procedures5 for performing permit inspections. These procedures 
state that the inspection process is dependent upon three equally-important elements of the process – to observe, 
record, and report – “as they rely upon each other to be effective”. The procedures also state that inspections 
should be done at the location whenever possible and that inspectors should provide photos and comments for 
each inspection. Specifically, multiple photos should be taken to show the extent of the problems identified or 
fully document the work being approved. The photos should also allow others to obtain a clear understanding 
of the work performed by both the contractor and the inspector. Similarly, comments from the inspector are 
required to contain information as to who they met on site, what they were on site to see, and instructions on 

 
3 eCLIPSE stands for electronic Commercial Licensing, Inspection and Permit Services Enterprise. 
4 POSSE PLS is a government software application developed by Computronix that helps streamline business processes for permitting 
and licensing. 
5 Specifically, L&I Work Instruction No. CIU-22001 for “Performing Permit Inspections”, issued on October 20, 2022. 

Residential Building Inspections Lacked Sufficient Documentation 
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what should be done next. Understanding the legal significance of properly documenting the inspection 
process, the L&I’s Inspector Manual goes on to further state that “If it isn’t documented, it didn’t happen.”6  
 
To test whether inspectors were adhering to the department’s procedures, we selected 40 residential building 
permits initiated during fiscal year 2023 and followed the activity of the permits through each of the required 
inspections to the issuance of the Certificate of Occupancy. Depending on the details of work, each permit 
specified the required inspections, which usually included two or more of the following inspection types: initial 
inspections, foundation footing, underslab inspections, interior framing, insulation, wallboard, and the final 
inspection. Some permits covered the more limited “make safe” inspections that addressed previously 
identified violations, often imminent safety issues, which required immediate attention from the property owner 
or contractor. These inspections usually required only an initial and final inspection. Of the 40 permits tested, 
13 did not show evidence that all required inspections were completed.  These 13 permits required a total of 73 
inspections, 33 of which were not performed.  Refer to Table I for details of each permit.  
 
 

Table I: Review of Required Residential Building Inspections 
 

 
Sample # 

Initial  
Site 
Visit 

Make 
Safe 

 Initial 
Visit 

Foundation 
Inspection 

Underslab 
Inspection 

Interior  
Framing 

Inspection 

Insulation 
Inspection 

Wallboard 
Inspection 

Final 
Inspection 

Make Safe 
Final 

Inspection 

1  N/A  X     N/A 

2  N/A N/A N/A X X X  N/A 

3   N/A N/A X X X X  

4  N/A N/A N/A X X X  N/A 

5  N/A X N/A X X X  N/A 

6  N/A X X  N/A X  N/A 

7  N/A  X X X X  N/A 

8  N/A N/A N/A   X  N/A 

9  N/A X X   X  N/A 

10 X N/A N/A N/A X X X  N/A 

11  N/A N/A N/A  X   N/A 

12  N/A N/A N/A X N/A N/A  N/A 

13  N/A N/A N/A   X  N/A 

# of Required 
Inspections 13 1 5 4 13 11 12 13 1 

# of Missing 
Inspections 1 0 3 4 7 7 10 1 0 

Source: Prepared by the Controller’s Office using data obtained from eCLIPSE. 
Table I Legend: 

:  Inspection completed      X:  Inspection was not performed      N/A:  Inspection was not required 

 
6 L&I Inspector Manual, Chapter 3, page 25. First edition: October 2017. 
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Furthermore, of the 40 permits reviewed, 34 were missing the comment details and/or photographs required by 
L&I’s inspection procedures. These 34 permits required 139 inspections, of which 83 lacked the specific details 
required inspector comments, and 40 that lacked the required photographs. For additional details, refer to Table 
II below. 

 
Table II: Review of Residential Building Inspection Notes and Photographs 

 

 
Sample # 

# of 
Inspections 
Per Permit 

# of Inspections 
Without Sufficient 

Comments 

# of Inspections  
Without 

Photographs 

1 2 - 2 
2 7 1 4 
3 3 2 1 
4 6 4 2 
5 3 2 2 
6 5 5 3 
7 2 2 1 
8 5 3 3 
9 2 - 1 
10 3 1 - 
11 5 4 1 
12 3 2 - 
13 3 - 1 
14 4 3 2 
15 5 1 - 
16 6 6 2 
17 4 3 1 
18 6 6 2 
19 6 6 - 
20 4 3 2 
21 6 5 2 
22 4 3 1 
23 4 1 1 
24 2 1 1 
25 5 2 - 
26 6 2 1 
27 2 2 - 
28 3 3 1 
29 6 1 - 
30 7 1 - 
31 2 2 1 
32 2 2 1 
33 3 3 - 
34 3 1 1 

Totals 139 83 40 

   Source: Prepared by the Controller’s Office using data obtained from eCLIPSE. 
 
Based on the results of our testing, inspectors do not follow department procedures when performing 
inspections. Furthermore, the number of findings indicate that the inspectors’ work lacks adequate supervisory 
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review. Failure to properly perform the required aspects of the inspection process could expose the city to 
litigation and potential liability. 
 
Therefore, to ensure that inspectors are properly performing their duties, we recommend that L&I management: 

• Provide training to inspectors to reinforce the documentation requirements outlined in the 
department’s inspection procedures. [202624.08] 

• Require that supervisory employees periodically review permit activity in eCLIPSE to ensure that 
the inspectors are following the required procedures. These reviews should be documented and 
included in the employees’ annual performance reviews. [202624.09] 

• Require supervisory approval for inspections that are waived in eCLIPSE. [202624.10] 
 

 
 
 

An electrical inspection involves reviewing the functionality of a property’s electrical system to ensure it 
complies with safety standards and local building codes. Components of an on-site electrical inspection 
may include verifying electrical panels and wiring installations, checking grounding and bonding, testing 
circuit breakers, fuses, outlets and switches, examining lighting fixtures, assessing heating and ventilation 
systems, and/or checking smoke and carbon monoxide detectors. Rather than using a full staff of electrical 
inspectors to perform this work, L&I relies upon third-party licensed inspection agencies to certify the 
safety and code compliance for all electrical permits issued by the city. 
 
By issuing permits and inspecting construction activity, the Construction Services Division is responsible 
for all code compliance involving construction. According to L&I Procedure OP-01017, electrical 
inspectors in the Construction Services Division are required to review the work performed by third-party 
electrical inspectors and document their findings in a report titled “Electrical Audit Inspection Report.” 
However, management subsequently removed the review of electrical inspections from the Construction 
Services Division and reassigned this responsibility to a certified inspector in its AIU.  
 
As part of our fiscal year 2024 testing, we reviewed 20 electrical audits and noted the following: 
 

• 14 of the 20 audits were reviewed by supervisors who lacked the UCC certification or electrical 
license required to perform (or review) electrical inspections. The level of review is also being 
questioned as an L&I official informed us that supervisors “only compile the electrical work, 
rather than review them”. 
 

• 13 of the 20 audits did not contain the Electrical Audit Inspection Report. While this report is 
required by L&I Procedure OP-0101, management informed us that it was no longer being 
used. By eliminating the Electrical Audit Inspection Reports, L&I is removing a key control 
procedure intended to verify that licensed electrical inspection agencies and contractors are 
performing their responsibilities in accordance with code requirements.  
 

 
7 Effective April 23, 2001  

Electrical Audits Lacked Sufficiency 
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• 10 of the 20 audits did not contain documentation verifying that the identified inspection 
violations had been corrected. 

 
Despite the deficiencies identified in our review of the completed audits, what’s more concerning is the 
number of audits performed. Of the 6,241 third-party electrical inspections completed during fiscal year 
2023, the AIU only performed 82 audits, covering only 1.3% of the total electrical inspections. According 
to L&I Procedure OP-0101, audits should be conducted daily and should include a variety of inspections 
from populations that include electrical permits, requests for inspections from district supervisors, and 
reinspections. From the number of audits performed, it’s evident that the AIU is not in compliance with 
department policy. 
 
By failing to use the required Electrical Audit Inspections Report, L&I is not properly documenting 
oversight of third-party electrical inspections or communicating critical information to management. The 
lack of a proper and detailed review of the audits, by a properly certified employee, may also lead to missed 
code violations which in turn can jeopardize the safety of the property. Without this documentation and 
oversight, patterns of noncompliance may go unnoticed, and necessary corrective actions, such as increased 
oversight, retraining, or if warranted, suspension or removal of the third-party electrical inspector, may not 
be taken. 
 
To ensure that third-party electrical inspection agencies are performing inspections in accordance with 
L&I’s requirements, we recommend that management: 

• Staff the AIU with additional employees to assist in the audit of third-party electrical inspectors 
and increase the number of audits performed annually. [202624.11]  

• Re-establish the use of the Electrical Inspection Audit Report to ensure that the results of the 
electrical audits are properly documented and effectively communicated to management.  
Particular attention should be given to identifying repeated deficiencies by the same third-party 
inspection agencies, as well as documenting any actions taken in response to repeat violations. 
[202624.12] 

• Ensure that the supervisors overseeing the audits possess the UCC certification necessary for 
the work they intend to review. [202624.13] 

 
 
 
 

L&I employees performing construction inspection duties are required by both their job specifications and the 
UCC to possess and maintain the certifications that demonstrate knowledge and proficiency applicable to the 
work that they intend to perform. Under UCC guidelines8, “a person may not perform a plan review of 
construction documents, inspect construction, or administer and enforce the UCC without being currently 
certified or registered by the Pennsylvania Department of Labor and Industry in the category applicable to the 
work that is to be performed.” However, the UCC does allow an inspector with a commercial certification in a 
specific category to perform residential inspections without holding a separate certification in the same 
residential category. The employee, or certification holder, must renew their certifications every three years 

 
8 Specifically, UCC Section 401.3. 

Employees Lacked Required Certifications 
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from the date of issuance. Employees not certified under the UCC can alternately be certified by the ICC, but 
unlike the UCC, the ICC does not allow the performance of residential inspections when only holding a 
commercial certification. Additionally, the city’s job specifications for construction inspectors require them to 
complete during their tenure of employment, all course work or continuing education credits necessary to 
maintain these certifications. Failure to do so can result in a pay reduction. 
 
As part of our audit, we reviewed the required certifications for 42 L&I employees. Of those 42 L&I employees, 
only 28 of them are required to have UCC certifications. These certifications are needed to conduct residential 
and commercial inspections for fire, energy and mechanical systems. Work reviewed by fire inspectors include 
reviewing the functionality of alarms and safety systems, assessing the condition of emergency exits and 
sprinkler systems, and of course, identifying the existence of possible fire hazards. Duties for a mechanical 
inspector include determining compliance of fuel-piping systems, heating, cooling, and building ventilation, 
and hot water heating systems. An energy inspector ensures compliance with standards involving the 
installation of heating, ventilation and air conditioning (HVAC) equipment, ducts and piping, and insulation 
and sealing. Because the duties of the mechanical inspector are closely aligned with those of an energy 
inspector, and L&I covers both types of work under the issuance of a mechanical permit, L&I requires its 
inspectors to possess both energy and mechanical certifications.  
 
The results of our testing showed that nine of the 28 employees tested did not possess a current UCC fire 
certification. Of the nine, only 1 employee possessed an alternate ICC certification. Yet, while not possessing 
either of the required credentials, these eight employees conducted 575 residential fire inspections and 482 
commercial fire inspections during fiscal year 2024.   
 
We also found that four of the 28 inspectors conducting mechanical permit inspections did not possess the 
required mechanical and energy certifications required to review work in these specific categories.  Of the four 
employees without the UCC certifications, only one possessed the two alternate ICC certifications but these 
were for commercial construction only. None of the four had both certifications from the ICC for residential 
properties. This resulted in 229 residential mechanical /energy inspections being performed by employees who 
did not possess the UCC or ICC certifications for fiscal year 2024. Furthermore, for the commercial mechanical 
inspections, we identified 143 inspections that were performed by employees without a UCC certification. 
Fortunately, when considering the alternate certifications granted by the ICC, the number of improperly 
performed commercial mechanical / energy inspections drops to only five. 
 
When we inquired how employees without the proper certifications could be allowed to perform these 
inspections, L&I officials stated that the department does not track their employees’ UCC and ICC 
certifications. They rely solely on their inspectors to keep track of their certifications and the course work or 
continuing education credits to necessary to maintain them. Therefore, without adequate knowledge and 
evidence of their inspectors’ qualifications, L&I officials could be jeopardizing the safety of homeowners and 
the public at large. Furthermore, failure to properly check inspector credentials on a regular basis removes 
management’s right and obligation to discipline employees who do not follow the legally mandated 
requirements associated with their job duties.   
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To ensure that inspections for fire and mechanical/energy construction work are performed by employees 
possessing the required knowledge and qualifications applicable to the work performed, we recommend that 
L&I management: 

• Prepare written policies to ensure that all inspectors obtain the necessary certifications for 
performing the inspections assigned to them. [202624.14] 

• Require employees to submit proof of their certifications and appoint a responsible official to keep 
track of each certification and when they are due for renewal. [202624.15] 

• Periodically review employee certifications on the UCC website to ensure that employees are 
maintaining certifications that correspond to their current job duties. [202624.16] 

• Consider offering on-site or on-line training classes that would help inspectors earn the credits 
necessary to obtain and renew their certifications. [202624.17] 

• Consider implementing a system to track each employee’s training to ensure they meet certification 
renewal requirements. [202624.18] 

 
 
 
 

With the intention to establish Philadelphia as a national leader in building safety, L&I initiated a quality 
assurance (QA) plan to ensure that the department’s services to the public comply with the department’s 
operational and accuracy goals. L&I’s QA plan evaluates employees’ work based on specific checklists 
tailored to the responsibilities and duties of the units to which the employees are assigned. Employees receive 
quality or efficiency ratings for each job task which range incrementally from “performed correctly” to a “life 
safety” matter that would require immediate correction, coaching, and referral to the unit’s manager. QA 
review results are considered when preparing each employee’s annual performance review, which is then used 
to evaluate whether an employee is eligible for pay increases or promotional opportunities. 
 
For fiscal year 2024, we reviewed the QA evaluations prepared for 94 employees in the Construction 
Inspections Unit (CIU) and the Development Services Unit (DSU). CIU employees are required to receive at 
least 1 QA review each quarter while employees in the DSU are required to receive 6 QA construction reviews 
each year. The results of our testing revealed the following: 
 

• Of the 94 employees in the CIU and DSU, 21 did not receive any QA reviews during fiscal year 
2024. 

• Another 10 employees from the CIU and 10 employees from the DSU did not receive the 
minimum number of QA reviews required for the unit in which they work. 

• Permit numbers were not included in the QA reviews prepared for the CIU, hindering supervisors’ 
ability to review QA documentation in the eCLIPSE system. 

 
Management explained that they use “prescriptive” reviews for inspectors performing “less technical reviews” 
that would not require a full QA review. However, the use of prescriptive reviews is not discussed in L&I QA 
policies. Additionally, not all supervisors prepare the QA reviews. We noted that only 13 of the 20 supervisors 
in the CIU and DSU prepared QA reviews during fiscal year 2024. 
 

Quality Assurance Reviews Were Missing 
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Furthermore, while researching the department’s QA requirements, we noted that L&I Code Enforcement 
Inspectors were not included in L&I’s policies governing the quality assurance reviews. Code Enforcement 
Inspectors are responsible for ensuring that businesses, commercial/industrial establishments, day care 
facilities, and other types of properties conform to applicable codes, ordinances and regulations. Omitting these 
inspectors from the policy expectedly resulted in none of the 49 Code Enforcement Inspectors receiving any 
form of a QA review.  
 
Management stated that job descriptions for Code Enforcement Inspectors in the Quality of Life Division 
provide the reason for the lack of QA reviews. However, these employees have the same job descriptions and 
general duties as inspectors in the Compliance and Safety Division (which includes the CIU and DSU). Best 
practices developed by the ICC state that code enforcement inspectors should be included in a city’s QA 
Review Program. Failure to perform QA reviews, as required, could result in inadequately trained employees 
performing substandard plan reviews and permit inspections. Not enforcing the policy could also result in 
public safety concerns. 
 
To ensure that the work performed by L&I meets quality standards, management must ensure that: 

• Current employees receive QA reviews as required by L&I policies. [202624.19] 
• All supervisors conduct QA reviews, when appropriate. [202624.20] 
• Code Enforcement Inspectors receive QA reviews in accordance with the ICC’s best practices. 

[202624.21] 
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This appendix provides information on the scope and methodology used to ascertain the quality and 
completeness of the city’s permitting, inspection, and employee review processes.  
 
To satisfy our audit objectives, we performed the following: 
 
Reviewed inspection documentation obtained from the eCLIPSE system and L&Is contractor database for 
fiscal year 2023 and fiscal year 2024. 
 
Interviewed L&I employees to understand their job duties. 
 
Observed L&I building inspectors on construction site visits. 
 
Reviewed the following information: 

• Uniform Construction Code (UCC) 
• Administration and Enforcement of the Construction Workplace Misclassification Act 
• UCC Certification list from the Pennsylvania Labor and Industry website 
• ICC Certification list from the ICC website 
• Philadelphia Administrative Code (Subcode A) 
• Philadelphia Building Code (Subcode B) 
• L&I’s Work Instructions 
• L&I Training Manuals 
• ICC Best Practices relating to Quality Assurance Reviews 
• Employee Job Descriptions  
• Philadelphia Code Bulletins 
• L&I Organization Charts  
• Final Report of the Joint Task Force on Regulatory Reform for the Department of Licenses and 

Inspections 
 

 
 
 

In the execution of the performance audit, we performed the engagement in accordance with Government 
Auditing Standards, issued by the Comptroller General of the United States of America. Those standards 
require that we plan and perform the audit to obtain sufficient, appropriate audit evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives. Accordingly, we performed 
testing of records and source documentation as well as other auditing procedures determined necessary in the 
circumstances. We believe that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 
 
 

Performance Audit Standards 
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Government Auditing Standards require auditors to report instances where the auditee’s comments on the 
auditor’s findings, conclusions, or recommendations are not, in the auditor’s opinion, valid or do not address 
the recommendations. We believe this applies to portions of the Department’s response to the audit report.  
 
All audit findings were based on documented observations, written procedures, and official data provided 
directly by the Department or through eCLIPSE. At the exit conference, the Department acknowledged the 
audit findings and described steps it intended to take, or had already taken, as corrective action. While one 
matter required additional discussion, we worked collaboratively with the Department to resolve the 
outstanding issue. We also note the Department’s written acknowledgment of the findings in its formal 
response and reserve the right to re-examine the Department’s progress as warranted. We welcome the 
Department’s commitment to improvement and note that the corrective measures taken to date help validate 
the concerns raised by our audit. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 


