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RESOLUTION 2016-22

BOARD REPORT NO. 447-15/16

FISCAL YEAR 2017 OIG WORK PLAN/STRATEGIC EXECUTION PLAN

WHEREAS, in March 2003, the Board of Education authorized the OIG to conduct audits of
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 as approved by the electorate;

and

WHEREAS, the associated Fiscal Year 2017 OIG Work Plan/Strategic Execution Plan proposes
to use School Upgrade Program (SUP) funds in the amount of $4,020,078 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 2017 OIG
Work Plan/Strategic Execution Plan as defined in Board Report 447-
15/16, 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



RESOLUTION 2016-22
FISCAL YEAR 2017 OIG WORK PLAN/STRATEGIC EXECUTION PLAN

provided in section 6.2 of the Charter and Memorandum of Understanding
between the Oversight Committee and the District.

ADOPTED on May 26, 2016, by the following vote:

AYES: 11 ABSTENTIONS: 0
NAYS: 0 ABSENCES: 4
Pamela Schmidt Scott Folsom
Pamela Schmidt Scott Folsom
Chair Vice Chair

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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TO:

FROM:

SUBJECT:

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

Bond Oversight Committee DATE: May 26, 2016

Ken Bramlett, Inspector Generar@/

FISCAL YEAR 2017 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 2017 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 continue to increase as the
building program becomes more concentrated on modernization.

The budget for the upcoming fiscal year is $4,020,078. These costs consist of
$3,800,078 for internal staff costs, $200,000 for external staff costs and $20,000
for equipment and training. The FY 2017 budget will be covered by School
Upgrade Program (SUP) bond funds.

The attached expenditure forecast covers FY 2017 through FY 2020. 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. *



OFFICE OF THE INSPECTOR GENERAL
BOC SUMMARY

FISCAL YEAR 2017

Work Plan

Total Contract Value: $569,232,752

Construction Contracts 13
Professional Services Contracts 22
Special Reviews 3
Technical Evaluations 5
As-Needed Audits 2
Performance Audits (Internal Audit) 7
TOTAL PROJECTS 52
Bond Budget
Fiscal Year 2017 Budget $4,020,078
Internal Staff* $3,800,078
External Staff $200,000
Training/Travel $10,000
Equipment/Supplies $10,000

TOTAL $4,020,078

Bond Staffing Levels

Internal Staff: !

Contract Audit Positions 19
Internal Audit Positions 3
Investigative Positions 7
Administrative Positions 2

TOTAL 31

External Staff:
OIG Bench Firms 11

! Internal Staff consists of 22 bond-funded (100%) positions and 9 partially bond-funded positions.

2 External Staff consists of the following 11 Bench Firms:
BCA Watson Rice LLP; Christy White Associates, Inc.; Conrad LLP; Crowe Horwath LLP; KNL Support Services; Moss Adams LLP;
Risk Solutions & Investigations, Inc.; Sjoberg Evashenk Consulting , Inc.; Vasquez & Company LLP; Vicenti, Lloyd & Stutzman LLP;
Villarreal Law



OFFICE OF THE INSPECTOR GENERAL

BOC SUMMARY
FISCAL YEAR 2016 UPDATE
School Upgrade Program
BOND MEASURE AUTHORIZED  EXPENDITURES AVAILABLE
BB BOND $ 3,750,000 $ 3,749,996 $ 4
MEASURE K $ 11,250,000 $ 11,250,000 $ -
MEASURE R $ 10,000,000 $ 9,982,794 $ 17,206
MEASURE Y $ 17,000,000 $ 14,418,169 $ 2,581,831
MEASURE Q $ 33,000,000 $ - $ 33,000,000
ESTIMATED FYE TOTAL $ 75000000 $ 39,400,959 $ 35,599,041

Expenditure Forecast

Estimated FY 2017 FY 2018 FY 2019 FY 2020
Beginning Balance $ 35,599,041 $31,578,963 $27,558,885 $23,538,807
Internal Staff $ 3,800,078 | $ 3,800,078 | $ 3,800,078 @ $ 3,800,078
External Staff $ 200,000 | $ 200,000  $ 200,000  $ 200,000
Training/Supplies $ 20,000 @ $ 20,000  $ 20,000  $ 20,000
Estimated Ending Balance $ 31,578,963  $ 27,558,885  $ 23,538,807  $ 19,518,729
OFFICE OF THE INSPECTOR GENERAL
Projected Ending Balance by Fiscal Year
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WFIED o 333 South Beaudry Ave,

Los Angeles Unified School District o angetes, caso017

Board of Education Report

File #: Rep-447-15/16, Version: 1

Fiscal Year 2017 OIG Work Plan
June 14, 2016
Office of the Inspector General

Action Proposed:
Approval of the Fiscal Year 2017 Office of the Inspector General (OIG) Work Plan.

Background:

The Office of the Inspector General (OIG) conducts its auditing functions 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
(ii1) the results of the OIG’s robust risk assessment process. This work plan sets forth how OIG resources will
be used during Fiscal Year 2017.

Expected Outcomes:
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.

Board Options and Consequences:
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.

Policy Implications:
The OIG Charter mandates that the OIG operate pursuant to an annual work plan approved by the Board of
Education.

Budget Impact:
None

Issues and Analysis:
None

Attachments:
Fiscal Year 2017 Office of the Inspector General (OIG) Work Plan
Bond Oversight Committee Recommendation (Resolution)
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File #: Rep-447-15/16, Version: 1

RESPECTFULLY SUBMITTED, APPROVED & PRESENTED BY:
MICHELLE KING Ken Bramlett
Superintendent Inspector General

Office of the Inspector General

REVIEWED BY:

DAVID HOLMQUIST
General Counsel

___ Approved as to form.

REVIEWED BY:

CHERYL SIMPSON
Director, Budget Services and Financial Planning

__ Approved as to budget impact statement.
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LOS ANGELES UNIFIED SCHOOL DISTRICT
OFFICE OF THE INSPECTOR GENERAL

[ABRIDGED]
Annual Work Plan
Fiscal Year 2017

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. Resource Management

The 2008 economic recession resulted in a significant reduction of District employees and
contract professionals, especially in the School Construction Program. In addition, the use of
contract professionals became a concern for some of the collective bargaining units resulting in
a conscious effort by FSD management to further reduce the number of contract professionals.
This audit will review (i) the sufficiency of staff resources, such as Program Managers, Project
Managers, Development Managers, Design Managers, Schedulers, and Estimators to support
current bond-funded projects, and (ii) assess the planning activities being performed by this
FSD staff related to future bond-funded projects.

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: Proficiency for All

2. FSD Staffing and Hiring Process

The purpose of this audit will be to determine whether controls are operating as intended over
the hiring of contract professionals within the FSD. Currently, the Chief Facilities Executive may
approve recruitment of a contract professional position under the following conditions:

v" An appropriate District classification is not available.

v" Previous attempts to create a classification and attract qualified facilities experts have
failed.

v" The duration of the position does not warrant creating a new classification.

FY 2017 OIG ANNUAL WORK PLAN ABRIDGED PAGE 1



v" A District classification is warranted, but due to the extended process of creating the
position or new classification and increasing costs from delays in project execution, a
decision is made to recruit a contract professional until the District position or new
classification is available.

In order to streamline the process described above, beginning on April 20, 2016, FSD will
implement a workflow process that is designed to ensure that staffing requests for contract
professionals are justified under the approved circumstances. This audit will review the newly
implemented process.

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: Proficiency for All

3. Rapid Access Program

The purpose of this audit will be to determine whether the approved projects under the FSD’s
Rapid Access Program were appropriate and completed in a timely manner. As part of the
Chanda Smith Modified Consent Decree (MCD), the Rapid Access Program (RAP), formerly
known as the On-Demand Renovation Program, was developed, according to the FSD website,
to “support school generated requests from the Division of Special Education for student
accessibility requiring minor ADA improvements.”

Basis: OIG Risk Assessment; Management Request

District Strategy Supported: Ensure a safe, caring, and nurturing environment for all youth.
Operate an effective, efficient, and transparent organization in order to assure the public trust
District Goal Supported: School safety; Proficiency for all

4, A & B Letters Procurement

The purpose of this audit will be to determine whether internal controls are working as
intended as specified in A & B Letter policies and procedures, and in compliance with State
regulations. An “A” or “B” Letter is an informally bid contract for work involving labor and
material or rental of equipment and may be used when: (1) services are performed by a
contractor who employs a type of skilled craftsperson not employed by the District, (2) services
can be economically performed by a contractor using specialized equipment, and (3) work is of
an urgent nature or is small in scope. The “A” Letter contracts are for time and material types of
work, while “B” Letter contracts are for fixed or predetermined types of work.

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
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Discretionary Audits
5. Funds Management

According to the FSD SEP, successful completion of the bond program can only be achieved
through active funds management of a financially unified program. FSD manages the use of all
Facilities funding sources, including State bond fund apportionments, declared State savings,
and reimbursements in a manner that enables its full utilization and ensures compliance with
applicable laws, regulations and policies. Specific funding sources are allocated and managed
to meet the requirements of individual projects and managed programs. Additionally, when a
project requires funding but the intended source is not available, projects are sometimes
funded with an alternative source until the permanent source of funds is available. Once the
permanent funding source is received, the initial funding source is returned. This audit will
focus on Board Members’ discretionary funds that were approved for specific bond projects to
determine whether the Board Member discretionary funds were properly charged and
reallocated to the appropriate account.

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: Proficiency for all

6. Super Imprest Funds

The purpose of this audit will be to determine whether controls are working as intended over
the use and management of super imprest funds within the FSD. A super imprest fund permits
an administrator to make direct purchases using a local site checking account. The super
imprest fund is another means of procuring materials when a vendor does not accept a
purchase order or P-Card but it does not represent additional funding to the site.

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

7. Facilities Credit Cards

The purpose of this audit will be to determine whether internal controls are working as
intended over the use and management of FSD credit cards. The FSD uses credit cards, including
the Buyers Card, Procurement Card, and Gas Card for expedited purchases. Purchasing using
the Buyer Card is an alternative expedited method to purchase materials and/or services not
available from the local M&O Area Stores or the General Stores Warehouse.
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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 2017 OIG ANNUAL WORK PLAN ABRIDGED PAGE 4



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 2017 identifies
projected audits for several divisions within the District. The Work Plan includes 45 projects
with a total contract value of over $569 million.

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.

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 will be 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

3. Special Reviews

The OIG receives requests from various District departments to evaluate certain operational
functions and their compliance with the policies and procedures on as needed basis.

Basis: OIG Risk Assessment
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District Strategy Supported: Operate an effective, efficient, and transparent organization in
order to assure the public trust
District Goal Supported: Proficiency for all

4. 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

5. As Needed Audits

We will perform changer order audits and pre-award audits on an as needed basis. The number
of audits in this category cannot be determined at the beginning of the fiscal year. These audits
are requested primarily by FSD and PSD on an ongoing basis throughout the fiscal year.

Change Order Audits

We will performs audits of 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 order 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

Pre-Award Audits

We will conduct pre-award audits to 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: Operate an effective, efficient, and transparent organization in
order to assure the public trust

District Goal Supported: Proficiency for all

A complete list of the 45 projects to be completed is attached as Exhibit A to this document.
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INVESTIGATIONS UNIT

For FY 2017, in addition to responding to allegations of District employee misconduct and policy
violations, we will continue 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.
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Exhibit A
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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 2017 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:
http://achieve.lausd.net/oig
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