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Business, Finance, Audit and Technology Committee   
 
 
I am forwarding the Office of the Inspector General’s (“OIG”) Quarterly Report of Activities to 
the Business, Finance, Audit and Technology (“BFAT”) Committee. 
 
The OIG’s Charter requires that the Inspector General apprise the BFAT Committee of audits 
and investigations in progress at least quarterly.  This is the OIG’s report for the quarter ended 
March 31, 2003.  This report summarizes the focus or results of audits in progress and 
completed, identifies statistical data related to investigations, as well as generic summaries of 
completed investigations and special reviews, contains the status of actions taken on audit 
recommendations and reports of investigations, discusses various staffing issues, and highlights 
other accomplishments or activities that occurred during the reporting period.   
 
Through our oversight efforts, the OIG is working to create greater accountability and integrity 
in the Los Angeles Unified School District.  On behalf of the OIG staff, I would like to thank the 
Members of the BFAT Committee for their advice and continued support of our work. 
 
 
 
Don Mullinax 
Inspector General 
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OIG ORGANIZATION 
 

 
The Office of the Inspector General (“OIG”) consists of three offices – Office of Audits, 
Office of Investigations, and Office of Management and Policy.  The Office of Audits 
conducts audits of Los Angeles Unified School District (“District”) programs and 
systems to evaluate the economy, efficiency and effectiveness of its operations, and to 
determine if they are operating in accordance with applicable laws and regulations.  The 
Office of Audits also includes the Contract Audit Unit, which is responsible for 
conducting pre-award and post-award audits of District school construction and 
modernization projects. 
 
The Office of Investigations conducts investigations of alleged waste, fraud and abuse by 
District employees, contractors, and organizations doing business with the District.  Most 
of the investigative workload is reactive in nature because the work generally results 
from the receipt of allegations of illegal or improper activity.  The remaining workload 
consists of proactive projects designed to prevent waste, fraud and abuse. 
 
The Office of Management and Policy assists the Inspector General with managing the 
OIG’s administrative infrastructure, including budgeting, payroll, human resources, and 
procurement.  The Office of Management and Policy also conducts a limited number of 
Special Reviews, which provide a mechanism for the OIG to perform an initial, quick 
review of a question or an issue, and assists in collaborating with District management on 
selected issues to determine whether in-depth audit work should be planned.  Further, the 
Office conducts audits of District information technology issues and follow-up reviews 
on prior audits and investigations.   
 
The OIG also has a Legal Counsel that serves as its senior legal and policy advisor.  The 
Counsel has responsibility for all legal work in the OIG.  The Counsel promotes the OIG 
mission through timely, accurate and persuasive legal advice.     
 
 
STATUS OF OIG OPERATIONS 

 
 

Audits 
 
During this reporting period, the OIG had 33 audits either in progress or completed.  The 
following paragraphs summarize the focus of each audit in progress and highlight the 
results of the formal audit reports issued during the period.  All of the audits in progress 
were initiated as part of our Annual Work Plan or were requested by District staff. 
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In Progress 
 
Abraham Lincoln High School – Financial Operations 
 
The audit is focusing on whether: (i) systems and procedures used to budget and expend 
funds are adequate, (ii) student body, imprest and cafeteria funds are adequately managed 
and accounted for, (iii) financial information is accurately recorded and reported, (iv) 
attendance accounting procedures are properly followed, and (v) payroll expenditures are 
properly supported. 
 
Start: August 2002         Report: April 2003        Budget:  1,200 hours 
 
Facilities Vehicles  
 
The audit is focusing on whether vehicles are adequately managed and controlled. 
 
Start: September 2002  Report: April 2003    Budget:  1,500 hours 
 
Environmental Site Assessments 
 
The audit is focusing on whether: (i) the District has developed procedures that 
effectively address and evaluate environmental contamination on existing and leased 
school sites, and (ii) the District is in compliance with the California Environmental 
Quality Act. 
 
Start: September 2002  Report: April 2003     Budget:  2,000 hours  
 
Chanda Smith Consent Decree 
 
The audit is focusing on whether: (i) the funds expended comply with the requirements of 
the Consent Decree, and (ii) the District has adequately addressed the findings and 
observations from the prior financial and performance review of the Decree. 
 
Start: October 2002   Report: April 2003     Budget:  1,000 hours 
 
Department of Non-Public Schools 
 
The audit is focusing on whether: (i) the Department provides effective oversight of the 
delivery of special education services by non-public agencies and schools, and (ii) 
expenditures are properly accounted for and made for intended purposes. 
 
Start: November 2002  Report: May 2003      Budget:  1,000 hours 
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Arroyo Seco Museum Science Magnet School – Financial Operations 
 
The audit is focusing on whether: (i) systems and procedures used to budget and expend 
funds are adequate, (ii) student body, imprest and cafeteria funds are adequately managed 
and accounted for, (iii) financial information is accurately recorded and reported, (iv) 
attendance accounting procedures are properly followed, and (v) payroll expenditures are 
properly supported. 
 
Start: January 2003   Report: April 2003    Budget:  1,000 hours 
 
Martin Luther King School – Financial Operations 
 
The audit is focusing on whether: (i) student body and imprest funds are adequately 
managed and accounted for, and (ii) financial information is accurately recorded and 
reported. 
 
Start: January 2003   Report: May 2003      Budget:  400 hours 
 
Follow-Up Audit on Psychological Services 
 
The audit is focusing on whether the District has implemented corrective actions in 
response to the OIG’s prior audit, and whether the corrective actions have added value to 
the delivery and accountability of psychological services. 
 
Start: January 2003   Report: June 2003      Budget:  700 hours 
 
MCEC, Inc. (E-Rate Project) 
 
The audit is focusing on whether: (i) a determination was made that the goods and 
services were provided, (ii) total payments were within the contract value established, 
(iii) the contractor complied with the certified payroll reporting requirements, and (iv) a 
performance and payment bond was obtained by the contractor. 
 
Start: February 2003   Report: June 2003      Budget:  500 hours 
 
Warner Technologies, Inc. (Energy Services Contract) 
 
The audit is focusing on whether: (i) a determination was made that the goods and 
services were provided, (ii) total payments were within the contract value established, 
(iii) the contractor complied with the certified payroll reporting requirements, and (iv) a 
performance and payment bond was obtained by the contractor. 
 
Start: February 2003   Report: June 2003      Budget:  500 hours 
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Bank Account Management 
 
The audit is focusing on whether: (i) internal control over bank deposits and bank account 
records are adequate, (ii) bank accounts are monitored to ensure that they are operating as 
planned, and (iii) bank account policies, procedures and contractual agreements are 
followed. 
 
Start: February 2003   Report: June 2003      Budget:  800 hours 
 
Construction Inspections 
 
The audit is focusing on whether adequate controls are in place to ensure that 
construction inspections are performed to protect the District’s interest. 
 
Start: February 2003   Report: June 2003      Budget:  2,000 hours 
 
Title IV – Safe and Drug-Free Schools and Communities Program 
 
The audit is focusing on: (i) whether the Program is in compliance with the U.S. Office of 
Management and Budget guidance, (ii) the expenditure trends, and (iii) what methods are 
used to evaluate the effectiveness of the Program. 
 
Start: February 2003   Report: June 2003      Budget:  1,400 hours 
 
Payroll Operations, Local District H 
 
The audit is focusing on whether the local district schools and sites: (i) are complying 
with payroll policies and procedures regarding overtime, mileage reimbursements, 
adjustments, time reporting and sign-in/sign-out cards, and (ii) have adequate internal 
control procedures to safeguard payroll. 
 
Start: February 2003   Report: July 2003      Budget:  1,200 hours 
 
El Dorado Avenue School – Attendance Accounting 
 
The audit is focusing on whether: (i) apportionment attendance and related data reported 
are accurate, (ii) students with partial day attendance are properly accounted for, and (iii) 
policies and procedures are properly followed. 
 
Start: March 2003   Report: May 2003      Budget:  600 hours 
 
Follow-Up Audit on Purchasing, Warehousing and Distribution Study 
 
The audit is focusing on the purchasing recommendations included in the May 2002 
study of purchasing, warehousing and distribution prepared by Deloitte/Tompkins.  The 
specific objectives are to: (i) document and verify the progress made in implementing the 
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purchasing recommendations, (ii) determine whether the explanations for non-completed 
recommendations are reasonable, and (iii) determine whether there is an effective action 
plan in place to address any open recommendations. 
 
Start: March 2003   Report: July 2003      Budget:  1,400 hours 
 
Completed 
 
Warrant Distribution Process 
 
The Business Accounting Branch needed to enhance internal controls and procedures for 
the distribution of warrants.  Specifically, the Branch did not: (i) have standards or 
benchmarks for the warrant distribution process, (ii) maintain proper physical security 
over the signature machine and hand stamp, (iii) adequately document accounting 
reconciliations, (iv) maintain a perpetual log or register of warrants that had been placed 
on hold, and (v) have adequate procedures for handling returned warrants.  These 
conditions occurred because the Branch had not made the development of authoritative 
and detailed policies and procedures a high priority, and believed that the existing 
controls and procedures were adequate.  As a result, there was an increased risk for 
inefficiency occurring in the warrant distribution process, which could lead to delays in 
payment to vendors and suppliers.  (Report OA 03-152) 
 
Started: July 2002   Completed: January 2003  Hours:850 (budget) 791 (actual) 
 
Transportation Wet Line Fueling 
 
The Transportation Branch needed to more carefully oversee the wet line fueling process 
used to service some of its vehicles.  Specifically, the Branch did not: (i) adequately 
monitor the fueling service contract, (ii) exercise certain contract rights granted to it that 
would have helped ensure quality control, and (iii) maintain adequate documentation of 
wet line fuel delivery transactions.  These conditions occurred because Branch personnel 
were not aware of all of the contract provisions or believed it was impractical to follow 
certain provisions.  As a result, the wet line fueling process was not performed according 
to all of the agreed upon terms and conditions, which reduced the assurance that the 
contracted services were done properly and reported accurately. (OA 03-153)   
 
Started: August 2002  Completed: January 2003  Hours:800 (budget) 741 (actual) 
 
Earthquake Recovery Program 
 
Overall, the Earthquake Recovery Program (“ERP”) Office properly managed disaster 
assistance funds.  However, our review disclosed that the oversight of the ERP could be 
further enhanced.  Specifically, (i) written policies and procedures were not in place for 
providing guidance in carrying out management’s objectives, (ii) required reports were 
not always filed in a timely manner, and (iii) public assistance funds were not properly 
reconciled.  These conditions existed because the ERP Office, after the 1994 Northridge 
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earthquake, focused immediately on organizing an office to expediently maximize 
funding and reimbursement from the Federal Emergency Management Agency for 
damages suffered from the earthquake.  This process did not allow time for the 
documentation of office roles and responsibilities as they were established.  As a result, 
sufficient priority was not placed on building and maintaining a sound internal control 
structure, and public assistance funds were not properly accounted for. (OA 03-154) 
 
Started: August 2002  Completed: February 2003  Hours:1,700(budget)1,725 (actual) 
 
Proposition BB Bond Change Order Process 
 
Management of the Proposition BB Bond change order process needed improvement. 
Specifically, the delegated management approval authority was not followed, no progress 
has been made in reducing the causes or ameliorating consequences of change orders, 
roles and functions of all parties involved in the process were not clearly defined, change 
orders were processed over an extended periods of time, and did not properly maintain 
construction project diaries. These conditions occurred because the Facilities Services 
Division did not:  (i) adequately implement established policies and procedures, (ii) 
establish clear lines of responsibility for all parties involved in the change order process, 
and (iii) provide adequate supervision and oversight of the change order process. As a 
result, the District had little assurance that change orders were managed in the most 
efficient and cost effective manner. (OA 03-158) 
 
Started: September 2002 Completed: February 2003   Hours:1,200(budget)1,169 (actual) 
 
Individualized Education Program – Due Process 

The due process for the Individualized Education Program (“IEP”) was un-auditable 
because case management data was incomplete and due process costs could not be 
accurately identified.  However, procedural errors committed by the IEP teams and 
failure to include language that appropriately limit the District’s liability may have 
contributed to increases in the costs of due process.  These conditions occurred because: 
(i) the automated systems did not address the unique needs of the Special Education 
Division and the Division lacked the resources to develop appropriate systems, (ii) the 
IEP teams failed to include key information or included inaccurate information on 
student’s IEPs, and (iii) personnel involved in drafting settlement agreements did not 
adequately consider the need to limit the District’s liability. (OA 03-160)  
 
Started: August 2002  Completed: February 2003   Hours: 1,740 (budget) 603 (actual) 
 
Labor Compliance Program 
 
The Labor Compliance Program (“Program”) was generally well informed about the 
Federal and State Labor Laws.  The Program Office had also started to develop 
comprehensive policies and procedures to address many of the most important aspects 
related to these areas. However, the Program Office had not vigorously enforced the 
provisions of the Labor Code.  Specifically, (i) payment of prevailing wages by 
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contractors on public works with the District were not enforced, (ii) some contactors did 
not comply with the requirement to submit Certified Payroll Records, (iii) the program 
conducted audits and investigators only when complaints were filed against contractors, 
and (iv) written policies and procedures did not exist for Program functions and 
responsibilities.  These deficiencies existed because the staff could not handle the volume 
of work required of the Program.  As a result, the District may not be in compliance with 
the requirements of the Labor Laws. (OA 03-161) 
 
Started: August 2002 Completed: February 2003 Hours: 2,000 (budget) 1,630 (actual) 
 
Food Production and Inventory Management 
 
The District’s food production and inventory management process was generally well 
administered.  However, oversight of this area could be strengthened.  Specifically, the 
school cafeteria staff did not consistently follow established food ordering guidelines and 
receiving procedures. Also, effective inventory management procedures needed to be 
followed more consistently, and food production documentation and planning procedures 
needed improvement. These conditions occurred because Area Food Services Supervisors 
needed to more closely monitor the food ordering process and cafeteria personnel needed 
to be more diligent about following established guidelines in the above areas. As a result, 
there was a greater likelihood that the quantity of food ordered may have been excessive, 
and there was reduced control over the receiving process. In addition, there was an 
increased likelihood for excess stock on hand and higher levels of leftover meals at 
schools. (OA 03-163) 
 
Started: September 2002  Completed: March 2003   Hours: 3,100(budget) 3,029 (actual) 
 
Procurement Card Pilot Program 
 
The Procurement Card (“P-Card”) Pilot Program was generally well administered.  Also, 
capable implementation team members had been identified, and technology needs were 
assessed during the pilot.  However, administration of the pilot program could have been 
strengthened. Specifically: (i) there was no performance measurement system for the 
pilot, (ii) P-Card pilot program use and approval guidelines were inconsistent with other 
similar transaction guidelines, (iii) pilot program participants did not actively use P-Cards 
for high-volume, low-dollar value purchases, and (iv) there was limited use of electronic 
data transfer technology. These conditions occurred because no specific and measurable 
goals and objectives had been established for the program, and the Procurement Services 
Group needed to encourage greater use of the P-Card among users. As a result, the 
District may not have gained the maximum benefit from the use of P-Cards as a tool to 
help reduce purchasing processing costs during the pilot program. (OA 03-165)  
 
Started: August 2002  Completed: March 2003    Hours:1,480 (budget) 1,427 (actual) 
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Abram Friedman Occupational Center – Financial Operations 
  
The Center needed to improve controls over student body and imprest funds. Specifically, 
(i) the student body checking account was not reconciled, (ii) control of auto repair 
revenue was weak, (iii) the contract with the catering company generated an inadequate 
level of commissions, and (iv) the imprest fund was overdrawn and had not been 
reconciled in years. As a result, potential additional catering commission was lost and 
there was no assurance that fund balances were correct, transactions were properly 
accounted for or all auto repair work was billed. (OA 03-166) 
 
Started: October 2002  Completed: March 2003    Hours:500 (budget) 383 (actual) 
 

Investigations 
 
The California Education Code requires that every investigation, including all 
investigative files and work products, should be kept confidential.  As a result, this report 
only contains the categories of investigations and the number of allegations in progress 
during the reporting report.  However, we have included a generic synopsis of the 
investigations completed.   
 
In Progress 
 
During this reporting period, the OIG had 63 open investigations: 
 

• Misapplication of Funds (2) 
• Misappropriation of Funds (7) 
• Contract Fraud (11) 
• Payroll Fraud (7) 
• Falsification of Documents (4) 
• Theft of Property (2) 
• Embezzlement (2) 
• Misuse of Property (2) 
• Violation of Law, Ethics Code, or District Policies (14) 
• Conflict of Interest (2) 
• Workers’ Compensation (10) 
 

Completed 
 
The OIG issued 13 reports of investigations.  Since these reports contain confidential 
information, we are providing only a generic summary of the results of each report. 
 
Ethics Policy Violation 
 
The OIG investigated an allegation that an elementary school principal contracted with a 
company, owned by three teachers that worked in the same school, to conduct staff 
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development. The investigation revealed that the principal did not contract with an 
outside firm, but rather used Professional Expert time to pay the three teachers for the 
staff development. However, the three teachers were attempting to obtain a District 
vendor number. As a result, it appeared that they intended to do business with the 
District, which could constitute a conflict of interest and a violation of the District’s 
Ethics Policy.  The OIG referred the case to District executive staff for possible 
administrative action.  (02-237) 

 
Ethics Policy Violation 
 
The OIG investigated an allegation that a company, currently under contract with the 
District for construction of a high school, offered gratuities to District employees and 
consultants. The investigation revealed that the contractor did invite the head of the 
division, and members of his staff to a Los Angeles Lakers basketball game; however, the 
invitation was declined. Nevertheless, one District consultant did attend the basketball 
game, but later reimbursed the company for the value of the ticket. The invitation 
appeared to be an isolated incident on the part of the company, and resulted in no 
wrongdoing on the part of any District employees or consultants.  (02-217) 

 
Professional Services Contracts 
 
The OIG investigated the use of professional services contracts by central offices. The 
investigation disclosed that professional services contracts account for about 8 percent of 
all District contract dollars, and less than 1 percent of the total District contract volume.  
However, these contracts account for the majority of the complaints about the District’s 
contract processes. The investigation did not identify any specific examples of fraud, but 
did document non-compliance with Board rules and District policies and procedures, as 
well as possible violations of California and Federal statutes. The investigation also 
identified a lack of financial or procedural accountability, and found that District 
management consistently failed to properly oversee or administer the contracts or 
contracting process. There also was little or no commitment to effective contract 
management.  District executive management is struggling to improve the process and 
integrity regarding the use of professional services contracts, but is hampered by budget 
constraints, inadequate training, an absence of identifiable standards, and the burden of 
an overwhelming new school construction mandate.  (02-021)   
 
Misappropriation of Funds 
 
The OIG investigated allegations that a principal at an adult occupational center 
misappropriated student body funds, falsified Average Daily Attendance, and received 
gratuities from the school caterer.  Other allegations included liability issues and possible 
fraud related to a foundation located on the school’s campus. The investigation failed to 
substantiate the allegations of fraud regarding student body funds, Average Daily 
Attendance, gratuities, and foundation funds. However, the investigation determined that 
the foundation might pose a liability issue to the District.  The OIG referred this case to 
the Office of the General Counsel for further review.  (02-163) 
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Misapplication of Funds 
 

The OIG investigated an allegation that a high school administrator misused budget 
funds.  Some of the funds allegedly were used for purposes for which they were not 
intended, and others were not used for purposes for which they were intended.  The 
investigation did not corroborate any wrongdoing on the part of any of the school’s 
administrators.  (02-032) 

 
Misuse of Property 
 
The OIG investigated an allegation that a District employee used a computer to access the 
Internet and view child pornography at work.  The investigation revealed that the 
employee, on more than one occasion, used a District computer to view child 
pornography websites. The OIG referred this case to the Los Angeles County District 
Attorney’s Office, which filed two misdemeanor counts against the employee.  (02-060) 
 
District Policy and Ethics Code Violations 
 
The OIG investigated an allegation that a high school teacher inappropriately touched a 
student in the classroom. The investigation corroborated the allegation. The OIG referred 
this case to the Los Angeles City Attorney’s Office, which filed two misdemeanor counts 
against the employee.  (02-134) 
 
Theft 
 
The OIG received information that two individuals identified themselves to local 
merchants as District employees and purchased equipment and supplies with fraudulent 
purchase orders.  The individuals were located, identified, and arrested by the Los 
Angeles Police Department.  The Los Angeles County District Attorney’s Office filed 
two felony counts against the individuals.  The individuals pled guilty and were 
sentenced to prison.  (03-013) 

 
Payroll Fraud 
 
The OIG investigated allegations that two Special Education Assistants committed 
payroll fraud at an elementary school. A review of the payroll time records, comparison 
of college class sessions, and all interviews found no evidence to substantiate the 
allegations against either employee.  (02-116) 
 
Ethics Policy Violation 

 
The OIG investigated allegations that an elementary school principal did not have the 
required supervisory experience to be a principal, and possible fraud was committed on 
the 2002 Stanford 9 test administered at the school. The investigation determined that the 
principal was qualified, and did not substantiate the allegation of fraud, or alteration of 
the 2002 Stanford 9 test results.  (02-221) 
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Falsification of Documents 
  

The OIG received information that a former District Parent Center Director continued to 
refer individuals to a medical clinic, after she had left the District. It was also alleged that 
the former Director referred the individuals for financial gain.  The investigation 
determined that the District referred parents and students to the clinic under a grant-
sponsored healthcare program. It was also determined that the former Director made 
unauthorized, and fraudulent referrals to a medical clinic, but did not substantiate the 
allegation of personal financial gain. The District did not suffer any financial losses 
and the former Director discontinued the practice.  The OIG referred the case to District 
executive staff for possible administrative action.  (02-167) 

 
Contract Fraud 
 
The OIG investigated allegations that sheet metal roofing panels installed on structures at 
a construction project did not meet required specifications, and use of the alleged inferior 
product purportedly gave the roofing subcontractor an unfair bidding advantage. The 
investigation determined that the sheet metal panels installed on the construction site 
were approved as equal to those used as the specified standard, that proper procedures for 
such approval were followed, and that the allegation of an unfair bidding advantage was 
unfounded.  (PI-005) 

 
Workers’ Compensation Insurance Fraud 
 
In April 2002, the OIG began an investigation of the District’s Workers’ Compensation 
Program, and coordinated its investigation with the District’s third party administrator.  
The investigation identified a suspected fraudulent claim submitted by an Educational 
Aide.  Since November 1999, the employee had worked 15 hours a week and performed 
various clerical duties.  The employee filed a claim for workers’ compensation after 
allegedly slipping in February 2001, while walking down stairs at the school.  The 
employee was sent for treatment, and two weeks later, the employee was released to 
return to work with lifting, walking, and standing restrictions.  The school was unable to 
accommodate the restrictions, and the employee was placed on temporary total disability. 
In September and October 2001, investigators observed the employee working at a 
beauty salon as a licensed cosmetologist.  During 2001 and 2002, the employee continued 
to receive benefits related to the injury claim and repeatedly denied being employed.  The 
investigation disclosed that the employee was overpaid $5,454 in workers’ compensation 
benefits from April 2001 to February 2002.  In September 2002, the District’s first 
insurance fraud case was referred to the Los Angeles County District Attorney’s Office.  
In January 2003, the employee was arrested, and charged with two counts of felony 
insurance fraud.  (02-024) 
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Subpoenas 
 
During the reporting period, the OIG issued three subpoenas.  The subpoenas were issued 
only after an investigation into a matter caused a reasonable suspicion that a law, 
regulation, rule, or District policy had been violated or was being violated. 
 
Fraud Hotline 
 
The OIG’s Charter authorizes the Office of Investigations to manage a Fraud Hotline and 
to investigate or refer allegations made via the Hotline.  The OIG Hotline numbers are 
(213) 633-3355 and 1-866-LAUSD-OIG.  A total of 74 calls were received on the 
Hotline during this reporting period.  While hotline calls represent just one of the ways in 
which employees and concerned citizens provide information to the OIG, it is important 
to note that some of the most significant cases the OIG investigates result from calls 
placed to the OIG Fraud Hotline.  The OIG also receives reports of waste, fraud and 
abuse by mail, in person, and by referral from other departments and agencies. 
 
The OIG Hotline is used to report a wide range of matters.  However, not all calls result 
in the opening of an investigation by the OIG.  In some cases, the callers (many of whom 
elect to remain anonymous) fail to provide enough information to enable the OIG to 
initiate an investigation.  Other calls concern matters that are not within the OIG’s 
jurisdiction for investigation.  Still other matters cannot be pursued because the OIG 
lacks the personnel and resources to handle the investigation. 
 

Special Reviews 
 
During this reporting period, the OIG completed two special reviews.  Since these two 
reports contained confidential information, we are providing only a generic summary of 
the results of each report. 
 
Telecommunications Branch 
 
Over the past several years, the telecommunications industry has experienced significant 
changes in both services and equipment, providing opportunities for realizing cost-
savings and work efficiencies. However, telecommunications services and equipment 
were not always procured in the most cost-effective manner. Also, reviews for accuracy 
of telephone billing information could be handled more efficiently, resulting in cost 
savings and reduction in fraudulent or abusive calling activity.  (SR 02-112)  
 
Corporate Donations to High School Athletic Teams 
 
Although several District high school athletic teams received generous donations of cash, 
equipment or merchandise from athletic supply companies, the District did not centrally 
monitor, manage or maintain corporate donation sponsorship information. As a result, the 
District has incomplete records to verify the appropriate management and control of these 
donations. The U.S. Department of Education advised that “private donations to 



 

 13 
 

individual girls’ and boys’ athletic teams are not, per se, a violation of Title IX”, 
however, the incomplete accounting data weakens the District’s position as it relates to 
compliance with both District and California Interscholastic Federation mandated 
policies and procedures.  (SR 02-113) 
 

Follow-Up and Technical Support 
 
Government Auditing Standards require that auditors follow-up on significant findings 
and recommendations to determine if management has taken timely and appropriate 
corrective actions.  The Board of Education has also requested that the OIG monitor the 
status of any administrative or other actions taken in response to Reports of Investigation.   
Much of the benefit from audit or investigative work is not in the findings reported or the 
recommendations made, but in effective resolution. 
 
In February 2002, the OIG created the Follow-Up and Technical Support Group.  This 
Group conducts follow-up reviews to determine if: (i) audit recommendations have been 
implemented, and (ii) reports of investigations have resulted in any administrative, civil 
or criminal actions.  The Group also provides technical support to the OIG staff, which 
includes advice and assistance in using statistical sampling and data inquiry software. 
 
During this reporting period, the OIG conducted follow-up reviews on 5 audits, which 
contained 53 recommendations.  The results of these reviews were: 

 
       Recommendations 

 
Reviewed   Implemented  New Target Date  Not Resolved 

      
       53           35             16       2 
 
Recommendations with new target dates indicate that District staff are continuing to work 
on correcting the identified weaknesses or deficiencies.  Recommendations that are not 
resolved indicate that District staff consider the recommendations no longer viable.  (For 
a listing of the specific audit reports and related recommendations see Annex A.) 
 

External Impairments 
 
The Inspector General and OIG staff involved in performing or supervising any 
assignment should be free from external impairments to independence, and should 
constantly maintain an independent attitude and appearance.  Factors external to the OIG 
can often restrict the efforts or interfere with the OIG’s ability to form independent and 
objective opinions and conclusions. 
 
In August 2002, the Board of Education adopted a motion that provided “that the Office 
of the Inspector General include in its Quarterly Report to the BFAT Committee and its 
Annual Report to the Board of Education any instances where management, staff and 
contractors (or their representatives) have interfered with the OIG’s ability to perform its 
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mission.”  In addition, the OIG’s Charter requires that District employees cooperate with 
the OIG and the BFAT Committee’s Charter requires that the Inspector General notify 
Committee Members if there is any interference with the OIG’s ability to do its job.   
 
During this reporting period, the OIG experienced one instance where a District 
employee refused to cooperate with an ongoing investigation.  Specifically, the OIG 
repeatedly requested the employee to appear for an interview regarding allegations made 
against the employee.  The employee, however, refused to be interviewed.  The OIG 
informed the employee’s immediate supervisor and the Superintendent’s Chief of Staff of 
this matter.    
 

Staffing 
 
As of March 31, 2003, the OIG had 66 of its 70 authorized positions filled.  During the 
quarter, the OIG hired one new employee and promoted three others. 
 

Other Activities 
 
The OIG had several other accomplishments or activities during the reporting period.  
Specifically, the Inspector General taught two classes (Contract Technical Monitor and 
Performance Auditing) to selected members of the OIG staff.  The Inspector General also 
was a guest speaker at two meetings – Senior High School Assistant Principals’ 
Organization and Local District H School Administrative Assistants.  In addition, OIG 
staff members attended the meeting of the Los Angeles Electronic Crimes Task Force. 
 
 
CONTACTS 

 
 
The OIG is playing a more proactive role in helping managers in their decision-making 
process.  We are working cooperatively with District officials, but we are careful to 
maintain the independence required of the OIG.  Examples of our commitment to work 
with management during this reporting period included meetings by the Inspector 
General with the Chief Operating Officer, General Counsel, School Police Chief, and 
Business Manager. 
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REPORT DISTRIBUTION 
 

 
Members, Board of Education 
Superintendent of Schools 
Chief of Staff 
Special Counsel to the Board of Education 
General Counsel 
Chief Operating Officer 
Senior Deputy Superintendent, Educational Services 
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Director, Communications and Media Relations 
Director, Legislative Affairs and Governmental Relations 
Director, Program Evaluation and Research Branch 
Executive Officer, Board of Education 
Ethics Officer 
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Follow-Up Reviews 
 
 

Report Title: KPMG Information Technology Current State Assessment (End User 
Computing and Vendor Management) 

 
Recommendations: 

 
1. District should implement a central inventory management system that should be 

integrated with procurement systems, help desk systems, and warranty systems. 
 

Status – New target date 
 

2. District should establish policies and procedures for maintaining inventories of 
desktop equipment at the local schools and administrative offices, eventually 
developing and implementing a web front end for the centralized inventory 
management system that enables local sites to populate the inventory database on a 
real time basis. 

 
Status – New target date 

 
3. District should use the desktop equipment inventory information for obsolescence 

planning, help desk support, warranty management, establishing accountability for 
the protection of the District's computing resources, and accurately reporting desktop 
inventory information for State of California and other regulatory reporting 
requirements. 

 
Status – New target date 

 
4. District should establish enterprise-wide standards for hardware and software 

configuration. 
 

Status – New target date 
 
5. District should have end-users involved in providing input on their requirements prior 

to the establishment of these standards. 
 

Status – New target date 
 

6. District should establish policies and procedures for desktop equipment lifecycle 
management and implement a Total Cost of Ownership model.  

 
Status – New target date 
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7. District should consider establishing the Software Copyright Compliance Section as a 
permanent function within the Information Technology Division and establish a 
process for software copyright compliance auditing on a regular basis. 

 
Status – Implemented 

 
8. District should consider utilizing a network management solution, such as System 

Management Server, to perform automated district-wide software copyright reviews. 
 

Status – New target date 
 
9. District should establish, communicate and enforce policies, procedures and standards 

for utilizing virus protection software on end-user computers. 
 

Status – New target date 
 
10. District should have virus protection file updates installed regularly, and software 

licenses renewed annually or as necessary to remain current. 
 

Status – New target date 
 
11. District should formally warn and periodically remind employees not to retrieve 

executable files from un-trusted sources (email, diskette, Internet) and that such 
action could lead to the introduction of viruses onto the District's network. 

 
Status – New target date 

 
12. District should limit vendor selection to those included on the Master Contract List. 
 

Status – Implemented 
 
13. District should consider as contracts are renewed limiting the number of vendors on 

the Master Contract List in order to further maximize benefits from the following:  
volume pricing, on-site support, warranty, and platform and software standardization. 

 
Status – Implemented 

 
14. District should consider implementing the central contracts database file on the 

network and allow real-time review of changes or amendments to the vendor 
contracts.  

 
Status – Implemented 

 
15. District should implement a more preventative and proactive approach to managing 

service level and software maintenance agreements, establishing target response 
times, or other key performance indicators specified in the vendor agreements, and 
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obtaining reports on service level exceptions making certain that exceptions are 
monitored, policed, and utilized in evaluating vendor performance, as well as, future 
contract negotiations. 

 
Status – New target date 

 
16. District should establish and implement policies and procedures that support a 

"preventative" and "proactive" approach for managing equipment and service 
warranties. 

 
Status – New target date 

 
17. District should select a centralized inventory management system, which will be 

integrated with information obtained from the vendor provided database and 
automatically reconciled with procedures in place to review exception reports. 

 
Status – New target date 

 
18. District should establish the centralized inventory management system so that 

Information Technology Division and Purchasing Branch personnel will be notified 
of warranty expiration. 

 
Status – New target date 
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Report Title: KPMG Information Technology Current State Assessment (Help Desk and 
Computer Repair Facilities) 

 
Recommendations: 
 
1. Management should utilize a top-down approach to developing an enterprise-wide 

help desk strategy, involving integration of various help desks and centralized 
budgeting, resource planning and deployment of resources. 

 
Status – Implemented  

 
2. Policies and procedures should be developed to standardize the use of the system, 

handling of trans-help desk issues, scripting of problems and solutions, and 
formalizing customer service levels. 

 
Status – Implemented 

 
3. At a minimum, the two help desks that track calls manually, the Student Information 

System and LAUSDnet, should be consolidated utilizing a standard help desk 
management system.  

 
Status – Implemented 

 
4. Enterprise-wide standards should be established for hardware configuration and a 

formal obsolescence plan be developed.  
 

Status – New target date 
 
5. District should consider outsourcing its Computer Repair Facilities function.  
 

Status – Implemented 
 
6. District should consider the implementation of an alternative, more robust inventory 

management system to outsource the repair facilities or continue to maintain the 
facilities in-house. 
 

Status – New target date 
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Report Title:  Alexander Hamilton High School 
 
Recommendations: 
 
1. Direct the Cafeteria Manager and the Area Food Services Supervisor to use a cash 

register for all meal sales. 
 
  Status – Not Resolved 
 

2. Direct the Cafeteria Manager to completely fill out special Function Invoices.  In 
addition, account for all Special Function Invoices and include proper totals in the 
Weekly Sales Report. 

 
  Status – Implemented 
 

3. Direct the Cafeteria Manager to periodically reconcile invoices and establish 
sequential control to ensure complete accounting for all invoices. 

 
 Status – Implemented 

 
4. Direct the Cafeteria and the Financial Managers to provide adequate training and 

instruction to the Student Body Adult Assistant regarding preparation of the Cafeteria 
Cash Collection Recollection Reconciliation Report and proper filing and retention of 
bank validated deposit slips. 

 
 Status – Implemented 
 
5. Direct the Cafeteria Manager and the Area Food Services Supervisor to advertise and 

promote advance sale of meal tickets. 
 
  Status – Implemented 
 
6. Direct staff in charge of equipment to assure that a Room Equipment Inventory Sheet 

is completed for each room or office at the school site and filed in a timely manner. 
 
 Status – Implemented 
 
7. Direct staff in charge of equipment to use a computer spread sheet system for 

maintaining equipment inventory records.  Such records should contain all the 
information outlined in Attachment C of Bulletin No. DB-3. 

 
  Status – Implemented 
 
8. Ensure that the staff in charge of equipment completes all procedures and 

documentation at the end of the fiscal year.  This will allow the equipment inventory 
certification to be submitted to the Local District Office by June 30th of each year. 
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Status – Implemented 
 

9. The school administrator and the student body council should plan a future student 
body project using the excess surplus to cover the estimated cost of the project. 

 
  Status – Implemented 
 
10. Direct the Financial Manager to: (i) prepare the bank reconciliation after the close of 

each calendar month, (ii) train school staff on the correct use as well as how to 
account for collections using auxiliary receipts, (iii) support all disbursements with 
original invoices, approved timesheets and other appropriate documents, and (iv) pay 
bills on time. 

 
  Status – Implemented 
 
11. Direct the Financial Manager and student advisor to ensure that all school sponsored 

organizations and clubs have a constitution approved by the student council and the 
Principal.  A copy of the constitution shall be kept on file in the student body finance 
office. 

 
  Status – Implemented 
 
12. The school administrator should refer film production companies to the Real Estate 

Branch.  Any rental fees paid by the filming companies should be remitted to the Real 
Estate Branch to be credited to the School Determined Education Program Account 
(Fund 001, Program Code 4242) for redistribution to the schools. 

 
  Status – Not Resolved 
 
13. The Principal and the Financial Manager should require the Assistant Principal and 

the Administrative Aide to ensure that proper accounting procedures be followed in 
the documentation, accounting for and recording of all transactions related to the 
scholarship benefit activities.  These practices should include the use of pre-numbered 
admissions tickets with the price printed for Gala Performances, and proceeds from 
these activities should be turned over to the student body finance office, 
acknowledged with a master receipt, and all tickets issued, sold and unused be 
accounted for at the end of the event. 

 
  Status – Implemented 
 
14. Direct the Financial Manager to withhold tax for services paid and that the IRS Form 

1099 is filed. 
 
  Status – Implemented  
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15. Ensure the Leadership Class sponsor coordinate with the Financial Manager 
regarding the holding of Multi-Cultural Festival fundraising drives. 

 
  Status – Implemented 
 
16. Ensure that all investment accounts are recorded on the student body books.  The 

Music Academy should process all investment transactions through the student body 
finance office to ensure complete student body accounting related to the investment 
account. 

 
  Status – Implemented 
 
17. Direct the School Administrative Assistant (“SAA”) to closely review and monitor 

the signing-in and signing-out of employees.  The Principal should periodically 
review the sign-in/sign-out cards to ensure that employees who are not following the 
correct procedures are promptly instructed to comply. 

 
  Status – Implemented 
 
18. Direct the SAA to ensure that employees who take benefit leave file a completed 

absence certification card approved by the administrator before reporting these in the 
payroll.  Certification cards should be retained and kept on file in the office. 

 
 Status – Implemented 
 

19. Direct the SAA and time reporting clerks to attend payroll workshops sponsored by 
the Payroll Services Branch.  The Principal should periodically review the work of 
the SAA and time reporting clerks to ensure that the employees are performing their 
job correctly. 

 
  Status – Implemented 
 
20. The Principal should ensure that a Request for Auxiliary Teacher Assignment be 

submitted to the Local District Superintendent for approval at the beginning of the 
semester and a copy of the approved request be on file at the school. 

 
  Status – Implemented 
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Report Title:  Relocation Program 
 
Recommendations: 
 
1. Enforce the requirement that relocation consultants prepare and maintain complete 

and well-documented relocation records for each eligible displacees, as required in 
Title 25 and the Office of Housing and Relocation (“OHR”) policies and procedures. 

 
  Status – Implemented 
 
2. Enforce the requirement that the relocation consultants should check the 

completeness of relocation files after all payments for claims and actions have been 
completed before they are submitted to LAUSD for final signoff and filing, as stated 
in the OHR policies and procedures. 

 
  Status – Implemented 
 
3.  Enforce the requirement that all closed relocation files should be kept for a minimum 

of three years after the project had been completed, as stated on the OHR policies and 
procedures. 

 
  Status – Implemented 
 
4. Develop and implement a system or set of procedures to ensure that relocation 

benefits are properly classified.  These procedures should require that relocation 
payments be properly identified as either for rental assistance or for last resort 
housing. 

 
Status - Implemented 

 
5. Enforce the requirement that an LAUSD relocation supervisor review and approve 

the relocation benefits computed by relocation consultants, before disbursement, as 
required by the OHR policies and procedures. 

 
  Status – Implemented 
 
6. Develop and implement a monitoring process to ensure that the relocation consultants 

provide the required advisory services to eligible displacees timely and effectively, as 
required by Title 25 and the OHR’s policies and procedures. 

 
  Status – Implemented 
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Report Title:  Transportation Fuel Lines 
 
Recommendations: 
 
1. Coordinate with the Maintenance and Operations Branch to calibrate the Veeder Root 

Consoles on a periodic basis and request a report of the services performed. 
 
  Status – Implemented 
 
2. Instruct the garage supervisors to lock the fuel pumps connected to any underground 

storage tank receiving a fuel delivery. 
 
  Status – Implemented 
 
3. Direct the Branch to develop and complete (i) expected miles per route information 

for all bus routes, and (ii) miles per gallon data for each bus.  Periodically compare 
actual miles traveled completing routes to the expected route miles, and investigate 
significant variances.  Analyze school bus fuel usage and determine if it is reasonable 
in relation to the bus miles per gallon specifications. 

 
  Status – Implemented 
 
4. Instruct the Branch to maintain a complete file of all fuel pump inspection reports 

prepared by independent certified inspectors. 
 
  Status - Implemented 
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