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RESOLUTION 2015-30
BOARD REPORT NO. 471-14/15
FISCAL YEAR 2016 OIG WORK PLAN/STRATEGIC EXECUTION PLAN

WHEREAS, in March 2003, with the creation of the Office of the Inspector General’s
(OIG) Contract Audit Unit, the Board of Education authorized the OIG to conduct audits
of the bond funded new construction and modernization programs and related bond
expenditures with BB and Measure K bond funds; and

WHEREAS, in March 2004, June 2005 and November 2008 additional bond funds were
programmed for audits in Measure R, Measure Y and Measure Q approved by the
electorate; and

WHEREAS, the associated Fiscal Year 2016 OIG Work Plan/Strategic Execution Plan
proposes to use School Upgrade Program (SUP) funds in the amount of $3,229,390 to
provide audit and investigative services, staffing, training and equipment;

NOW, THEREFORE, BE IT RESOLVED THAT:

1. The School Construction Citizens” Bond Oversight Committee recommends
that the Board of Education adopt the Fiscal Year 2016 OIG Work
Plan/Strategic Execution Plan included in Board Report 471-14/15, a copy of
which is attached hereto in the form it was presented to the BOC and is
incorporated herein by reference.

2. This resolution shall be transmitted to the Los Angeles Unified School
District Board of Education and posted on the Oversight Committee’s
website.

3. The District is directed to track the above recommendation and to report on

the adoption, rejection, or pending status of the recommendations as provided
in section 6.2 of the Charter and Memorandum of Understanding between the
Oversight Committee and the District.

ADOPTED on May 28, 2015, by the following vote:



RESOLUTION 2015-30
FISCAL YEAR 2016 OIG WORK PLAN/STRATEGIC EXECUTION PLAN

AYES: 8 — Ms. Schmidt, Ms. Nguyen, Mr. Magruder, Mr. Francis, Ms. Marquez,
Mr. Naimo, Mr. Pansky, Mr. Waite

NAYS: 0

ABSTENTIONS: 0

ABSENT: 6 — Mr. English, Mr. Folsom, Mr. Escala, Ms. Lugo, Mr. Miller,

Ms. Valles
Pamela Schmidt Quynh Nguyen
Pamela Schmidt Quynh Nguyen
Vice-Chair Secretary

Bond Oversight Committee
333 S. Beaudry Avenue, 23" Floor, Los Angeles, CA 90017<-Phone: 213. 241.5183<-Fax: 213.241.8354<-www.laschools.org/bond
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Board of Education Report

Report Number: 471-14/15
Date: June 9, 2015
Subject: Fiscal Year 2016 OIG Work Plan
Responsible Staff:
Nams Ken Bramlett, Inspector General
Office/Division Office of the Inspector General
Telephone No. (213) 241-7700
BOARD REPORT
Action Proposed: Approval of the Fiscal Year 2016 Office of the Inspector General (OIG)
Work Plan.
Background: The Office of the Inspector General (OIG) conducts its auditing functions

Expected Outcomes:

Board Options and
Consequences:

Policy Implications:

Bd. of Ed Rpt No. 471-14/15

pursuant to Government Auditing Standards and to auditing standards
included in the International Professional Practices framework. Those
standards require that auditing departments prepare an annual audit work
plan describing the audits it plans to do and that the plan be approved by
the organization’s governing body, in this case, the Board of Education of
the Los Angeles Unified School District (the Board). The attached work
plan is a comprehensive plan that incorporates (i) the Board’s suggested
areas of focus, (ii) District Management’s suggested areas of focus, and
(iii) the results of the OIG’s robust risk assessment process. This work
plan sets forth how OIG resources will be used during Fiscal Year 2016.

With Board approval of this report, the planned work of the OIG audit
units will be deemed to be approved by the appropriate governing body.

If the Board of Education does not approve this item, then the OIG will
lack evidence that its annual work plan was approved by the appropriate
governing body, in this case the Board of Education.

If the Board of Education approves this item, then the OIG will be
operating pursuant to auditing standards.

The OIG Charter mandates that OIG auditing services operate pursuant to
an approved work plan.

Page 1 of 2 Board of Education

June 9, 2015



LOS ANGELES UNIFIED SCHOOL DISTRICT

ST Board of Education Report
)

Budget Impact: None

Issues and Analysis: None

Attachments: Fiscal Year 2016 Office of the Inspector General (O1G) Work Plan

Bond Oversight Committee Recommendation (Resolution)
U Informative

[J Desegregation
Impact Statement

Respectfully submitted, APPROVED BY:
RAMON C. CORTINES MICHELLE KING
Superintendent Chief Deputy Superintendent
REVIEWED BY:

APPROVED & DAVID HOLMQUIST
PRESENTED BY: General Counsel

‘ — f‘\ o 1 Approved as to form.
Ken Bramlett

Inspector General
Office of the Inspector General

TONY ATIENZA
Director of Budget Services and
Financial Planning

[ Approved as to budget impact statement.

Bd. of Ed Rpt No. 471-14/15 Page 2 of 2 Board of Education
June 9, 2015



TO:

FROM:

SUBJECT:

INTER OFFICE CORRESPONDENCE
LOS ANGELES UNIFIED SCHOOL DISTRICT
Office of the Inspector General

Bond Oversight Committee DATE: May 21, 2015

Ken Bramlett, Inspector General %

FISCAL YEAR 2016 OFFICE OF THE INSPECTOR GENERAL
ANNUAL WORK PLAN/STRATEGIC EXECUTION PLAN

Attached for your review is the Office of the Inspector General’s (OIG) Fiscal
Year 2016 Annual Work Plan and Strategic Execution Plan.

Bond related services continue to be primarily a Contract Audit Unit function.
However, the other Units of the OIG also contribute through performance audits
conducted by Principal Auditors in the Internal Audit Unit and through Due
Diligence reviews and Investigations conducted by staff in the Investigations
Unit. The OIG expects the demand for OIG services to increase as the building
program becomes more concentrated on modernization. As a result, the OIG is
increasing the funding for investigators and external staff.

The budget for the upcoming fiscal year is $3,229,390. These costs consist of
$3,009,390 for internal staff costs, $200,000 for external staff costs and $20,000
for equipment and training. The FY 2016 budget will be covered by School
Upgrade Program (SUP) bond funds.

Historically, the Board of Education authorized a total of $75 million for the OIG,
consisting of $35 million from bond measures BB, K, R and Y, and another $40
million from bond measure Q. The School Upgrade Program was developed to
reflect the intent and objectives of Measure Q.

The attached expenditure forecast covers FY 2016 through FY 2019. We expect
that the OIG allocations reflected in the School Upgrade Program will provide the
funding needed for the OIG to continue its support of oversight efforts in the long
term.

& Austin Onwualu, Deputy Inspector General, Contract Audit
Frank Cabibi, Deputy Inspector General, Investigations
Alfred Rodas, Deputy Inspector General, Internal Audit



OFFICE OF THE INSPECTOR GENERAL
BOC SUMMARY

FISCAL YEAR 2016

Work Plan

Total Contract Value: $659,222,974

Construction Contracts 14
Professional Services Contracts 25
Special Reviews 4
Technical Evaluations 5
As-Needed Audits 2
TOTAL PROJECTS 50
Performance Audits (Internal Audit) 4
Budget

Fiscal Year 2016 Budget $3,229,390
Internal Staff: Contract Audit $2,163,871
Internal Audit $328,495

Investigations $517,024

External Staff $200,000
Training/Travel $10,000
Equipment/Supplies $10,000
TOTAL $3,229,390

Bond Fund Staffing Levels

Internal Staff: !

Contract Audit Positions 18
Internal Audit Positions 3
Investigative Positions 4

TOTAL 25

External Staff: >
Audit Firms tbd
Investigation Firms tbd

! Internal Staff consists of 18 bond funded (100%) positions and 9 partially-bond funded positions.
% External Staff will be based on results of RFP-2000000688 for Contract Audit Services Bench.



OFFICE OF THE INSPECTOR GENERAL

BOC SUMMARY
FISCAL YEAR 2016 UPDATE

Bond Summary
AUTHORIZED AVAILABLE
BOND MEASURE AUTHORIZED EXPENDITURES NOT YET SPENT NOT YET SPENT
BB BOND $ 3,750,000 $ 3,750,000 $ -3 -
MEASURE K $ 11,250,000 $ 11,249,692 $ 308 $ 308
MEASURE R $ 10,000,000 $ 10,000,000 $ -3 -
MEASURE Y $ 10,000,000 $ 10,000,000 $ - $ -
School Upgrade Program (SUP) $ 40,000,000 $ 1,302,360 $ 38,697,640 $ 38,697,640
ESTIMATED FYE TOTAL $ 75,000,000 $ 36,302,052 $ 38,697,948 $ 38,697,948

Expenditure Forecast

Estimated FY 2016 FY 2017 FY 2018 FY 2019
Beginning Balance $ 38,697,948 $35,468,558 $32,239,168 $29,009,778
Internal Staff $ 3,009,390 $ 3,009,390  $ 3,009,390  $ 3,009,390
External Staff $ 200,000  $ 200,000  $ 200,000 @ $ 200,000
Supplies/Training $ 20,000 $ 20,000  $ 20,000  $ 20,000
Estimated Ending Balance $ 35,468,558 $ 32,239,168 $ 29,009,778 $ 25,780,388
OFFICE OF THE INSPECTOR GENERAL
Projected Ending Balance by Fiscal Year
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LOS ANGELES UNIFIED SCHOOL DISTRICT
OFFICE OF THE INSPECTOR GENERAL

[ABRIDGED]
Annual Work Plan
Fiscal Year 2016

Ken Bramlett
Inspector General



INTERNAL AUDIT UNIT

The Internal Audit Unit has primary responsibility for conducting performance audits of
programs, processes, functions and systems District-wide. Audits are done mainly to (i)
evaluate the efficiency and effectiveness of District operations, (ii) determine if activities are
being carried out in accordance with District policies, applicable laws and regulations, and (iii)
assess whether desired outcomes are being achieved. Additionally, we support the
Investigations Unit in responding to allegations of fraud, waste, and abuse from various sources
such as the Board of Education, District management, and the public.

[ABRIDGED]
FACILITIES RELATED
Scheduled Audits
1. Follow-up on DSA Closeout Process

According to the California Field Act, all construction projects are subject to DSA certification to
ensure strucutral safety, fire and life safety, and accessibility. In 2012, the OIG completed an
audit of the District’s DSA Closeout Certification Process and provided 33 recommendations to
Management. In this engagement, we will assess Management’s actions to mitigate issues
identified and lower the associated risks to a reasonable level, and determine whether an
action plan is complete or still in process.

Basis: OIG risk assessment; Management request
District Strategy Supported: Ensure a safe, caring, and nurturing environment for all youth
District Goal Supported: School safety

2. Labor Compliance Program

California Labor Code and Education Code statutes require labor compliance programs to
monitor and enforce compliance with applicable prevailing wage requirements for any public
works projects paid for with public funds, within certain statutes of limitation periods. In 1985,
the District began administering a program for monitoring the prevailing wage rates paid to
construction workers on public works projects throughout the District. This audit will focus on
the District’s efficiency in performing labor compliance assessments within specific mandated
timelines.

Basis: OIG risk assessment; Management request
District Strategy Supported: Operate an effective, efficient, and transparent organization in
order to assure the public trust

FY 2016 OIG ANNUAL WORK PLAN ABRIDGED PAGE 1



District Goal Supported: School safety; Parent and community engagement
3. Site Assigned Maintenance Work Program

Maintenance workers perform a variety of tasks that are critical to the maintenance and repair
of schools, offices, equipment, appliances, and grounds, as well as for moving and installing
school and office equipment and furniture. This audit will examine whether maintenance
workers are performing duties in accordance with their job classification.

Basis: OIG risk assessment; Management request

District Strategy Supported: Operate an effective, efficient, and transparent organization in
order to assure the public trust

District Goal Supported: School safety; Proficiency for all

4, Facilities Services Division Imprest Fund

An Imprest Fund permits an administrator to make direct purchases of items using a local site
checking account. The Imprest Fund is another means of procuring materials when a vendor
does not accept a purchase order or P-Card; it does not represent additional funding to the site.
This audit will determine whether controls are working as intended over the use and
management of Imprest Funds within the Facilities Services Division.

Basis: OIG risk assessment

District Strategy Supported: Operate an effective, efficient, and transparent organization in
order to assure the public trust

District Goal Supported: Proficiency for all

FY 2016 OIG ANNUAL WORK PLAN ABRIDGED PAGE 2



CONTRACT AUDIT UNIT

The Contract Audit Unit has principal responsibility for auditing bond funded contracts and
some non-bond funded contracts. The Contract Audit Work Plan for FY 2016 identifies
projected audits for several divisions within the District. The Work Plan includes 50 projects
with a total contract value of over $659 million.

The OIG’s bond budget for FY 2016 is approximately $3.2 million, which consists of $3 million
for internal staff costs, $200,000 for external staff costs and $20,000 for costs associated with
equipment, travel and training. The cost for audits and salaries for this fiscal year will be
covered by School Upgrade Program (SUP) bond funds.

We conducted several interviews with District management as part of our risk assessment for
this Work Plan. Based on those interviews, we identified several critical areas that may pose
risks or opportunities to District operations and are aligned with the District’s goals and
strategies. These areas are listed below.

CONTRACT AUDIT WORK PLAN PROJECTS
1. Construction Contracts

The goal of examining the contracts in this area will be to ensure that the contractor completed
the construction as required and that contingency and allowance disbursements are drawn
down in accordance with the requirements of the contract.

Basis: OIG risk assessment

District Strategy Supported: Provide a portfolio of high quality schools for youth, families and
communities; Ensure a safe, caring, and nurturing environment for all youth

District Goal Supported: Proficiency for all

2. Professional Services and Supplies Contracts

The District contracts with various vendors for goods and services other than construction
services. These services include providing plumbing supplies, food processing, supplemental
education services and transportation. The goal of examining these contracts is to ensure that
the service providers are complying with the requirements of their individual agreements and
that the District was provided the services it paid for.

Basis: OIG risk assessment

District Strategy Supported: Provide a portfolio of high quality schools for youth, families and
communities; Operate an effective, efficient, and transparent organization in order to assure
the public trust

District Goal Supported: Proficiency for all

FY 2016 OIG ANNUAL WORK PLAN ABRIDGED PAGE 3



3. Technical Evaluations

We will perform technical evaluations of several completed projects to ensure that these
projects complied with contract documents, specifications and State Code requirements.

Basis: OIG risk assessment

District Strategy Supported: Provide a portfolio of high quality schools for youth, families and
communities

District Goal Supported: School safety

4, Change Orders

We will review construction change orders in excess of $500,000 to determine whether the
costs billed on the change orders are reasonable and allowable under the terms of the contract.
We will also determine whether the work detailed in the change orders is within the original
scope of work.

Basis: OIG risk assessment.

District Strategy Supported: Provide a portfolio of high quality schools for youth, families and
communities; Operate an effective, efficient, and transparent organization in order to assure
the public trust

District Goal Supported: Proficiency for all; School safety

5. Pre-Award Audits

We will determine the reasonableness of the rates proposed by contractors/vendors for District
projects. The audited rates are used by District staff to negotiate competitive contracts for the
District.

Basis: OIG risk assessment

District Strategy Supported: Provide a portfolio of high quality schools for youth, families and
communities; Operate an effective, efficient, and transparent organization in order to assure
the public trust

District Goal Supported: Proficiency for all

A complete listing of the 50 projects to be completed by the Contract Audit Unit is attached as
Exhibit A to this document.

FY 2016 OIG ANNUAL WORK PLAN ABRIDGED PAGE 4



Exhibit A

INVESTIGATIONS UNIT

For FY 2016, in addition to responding to allegations of District employee misconduct and policy
violations, we also plan to proactively focus on certain strategic areas and activities that we
believe will provide the District with added protection of public resources.

[ABRIDGED]
1. School Construction and Modernization Program

As the District’s multi-billion dollar school construction and modernization program moves
away from new construction and concentrates on modernization, allegations of conflicts of
interest, impropriety, and employee and consultant malfeasance are likely to increase,
requiring a concentrated effort to deter and detect corruption. The number of contractors that
the Facilities Services Division (FSD) will manage will increase thereby requiring more diligence
from District staff and the OIG. Additionally, the increased use of contracts awarded through
the Job Order Contracting (JOC) process will require more District and OIG oversight to avoid
the risks of improper conduct. In the upcoming year, we will endeavor to create more Facilities
and Procurement fraud expertise in the OIG with training from experts in these areas.

2. Due Diligence and Background Investigations

As the school construction and modernization program shifts, the OIG will continue to support
FSD in its efforts to root out potential problems before entering into contracts. The FSD uses
OIG due diligence reports in their selection of the most qualified firms to build and modernize
schools. The District uses several hundred contractors in the construction program. The
demand for this work will increase as the building program becomes more concentrated on
modernization. The OIG will continue to support FSD through our public record search program,
which provides key information to the District on vendors and contractors involved with the
District’s school construction and modernization projects, its charter schools, and senior
management candidates.

FY 2016 OIG ANNUAL WORK PLAN ABRIDGED PAGE 5



Exhibit A
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Know about fraud, waste or abuse?

Tell us about it.

Maybe you are a School District
Employee, or maybe you are a
private citizen. Either way, you are a
taxpayer.

Maybe you know something about
fraud, or waste, or some other type
of abuse in the School District.

The Office of the Inspector General
has a hotline for you to call. You can
also write to us.

If you wish, we will keep your
identity confidential. You can remain
anonymous, if you prefer. And you
are protected by law from reprisal
by your employer.

FY 2016 OIG ANNUAL WORK PLAN

Call the hotline:

(213) 241-7778
Or

(866) LAUSD-OIG

(866) 528-7364

Write to us:
Fraud Hotline Center

333 S. Beaudry Ave., 12" Floor
Los Angeles, CA 90017

Website:
www.lausdoig.org
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