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Board of Education July 31, 2003

| am forwarding to you the Office of the Inspector General’s (“OIG”) Annual Report to the Board of
Education (“School Board”). This report is required by the OIG’'s Charter and contains our
accomplishments from July 1, 2002 through June 30, 2003.

The OIG conducts audits, investigations, and reviews of the Los Angeles Unified School District’s
(“District”) programs and operations to detect and prevent waste, fraud, and abuse. We also work
with District managersto identify improved measures for managing the District, onesthat impose a
common-sense, businesslike approach to fulfilling the public trust. While we work cooperatively
with District officials, we are careful to maintain our independence.

Our office continued to refineitself through minor restructuring and by implementing best practices
from the private sector and other government entities. These actionsallowed our officeto: (i) better
model established standards, (i) redistribute workload to improve organizational efficiency and
responsiveness, (iii) make more effective use of senior staff knowledge, skillsand abilities, and (iv)
ensure better integration of plans, programs and procedures. We also continued to be aresource and
model for Inspector General offices and other oversight entities across the country. For example,
severa national organizations requested that | share some of our best practices and lessons learned
by speaking at a variety of their functions. These organizations included the Institute of Internal
Auditors, Association of Certified Fraud Examiners, Association of Government Accountants,
Association of Certified Fraud Specialists, and Western Intergovernmental Audit Forum.

We experienced a substantial increase in workload this reporting period. Specificaly, the OIG
issued 52 audit products, including 33 forma audit reports containing 68 findings and 309
recommendations. The OIG also opened 56 investigations, closed 70 investigations, issued 50
reports of investigations, received 337 calls to its Fraud Hotline Center, conducted 6 Fraud
Awareness Seminars, issued 2 Fraud Alerts, and completed 6 Special Reviews. Our audits,
investigations, and special reviews identified approximately $12.6 million in potential monetary
benefits, aswell asimproved District practices and operations.

Accomplishments such as these reflect the OIG’ s continuing commitment to objective, fair, and
important work that contributes to honest, efficient management, and greater accountability
throughout the District. We are a'so committed to assisting the District in advancing its mission of
educating al students to their maximum potential, as well as helping to enhance the public’'s
confidencein our school system. On behalf of the OIG staff, | would like to thank the School Board
for its continued support.

Don Mullinax
Inspector Generd
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GENERAL ACTIVITIES

MISSION, VISION AND VALUES
Mission
The Office of the Inspector General (“OIG”):

Promotesintegrity and credibility in the Los Angeles Unified School
District by conducting audits, investigations, and reviews to detect
and prevent waste, fraud, and abuse and to identify opportunitiesfor
improving efficiency and effectiveness.

Vision

Whilewework toward accomplishing our Mission, we must remember that our goal isto attain our
Vision —where we want to be in the future.

We are agents of positive change striving for continuous
improvement in the District’s management and program operations,
and in our office.

Values

How we accomplish our Mission and move toward our Vision tellsalot about us as an organization
and asindividuals. Our Values express our beliefs and the ideals we want to use to succeed. Our
Values directly relate to how we want to treat each other and our customers. The OIG emphasizes
these Values:

Quality Service
We will provide the highest quality services that are useful, timely, and responsive to District
managers, through effective employee-customer relations, consistent with professional standards.

Ethics
The OIG isrecognized for itsintegrity, credibility, and commitment to accountability.

Personal Growth and Security

The OIG cares about and provides for the well-being, job security, and morale of its employees. It
provides fair, equal, and stimulating opportunities for all employees to take risks, express
themselves, and grow professionally.



Progress
The OIG is an organization that adapts quickly to change, exploits new technologies, and looksfor
and institutes innovative approaches and techniques.

Teamwork
OIG employees at all levels work together as ateam to accomplish the OIG’s Mission and goals.

I ndependence
The OIG maintains its freedom to perform its Mission.

Professionalism

The OIG sworkforceis professional in both appearance and practice. Theworkforceiscommitted
to continuous professional advancement through education and active participation in professional
organizations. It is highly dedicated, ethical, and equipped with the latest technological
advancements.

ORGANIZATION

The OIG is comprised of auditors and investigators who have authority to examine any and all
functionswithin the Los Angeles Unified School District (“District”) aswell asthose privateentities
that do business with the District. The OIG is headed by an Inspector General who is appointed by
the Board of Education (“ School Board”) for a3-year term. The appointment may be renewed at the
School Board’ sdiscretion at 3-year intervals. The current Inspector General’ sterm of officeexpires
in January 2005.

Evolution of the OIG

In August 1998, the School Board began efforts to establish a credible and effective organization
within the District that had the primary mission of detecting and preventing waste, fraud, abuse, and
mismanagement. The School Board implemented aconcept of combining auditorswith investigators
to form the Internal Audit and Special Investigations Unit. In January 1999, the School Board
appointed the Unit’s first Director. In February 2000, the School Board voted unanimously to
change the name of the Unit to the Office of the Inspector General and to change the Director’ stitle
to Inspector General. 1n making these changes, the School Board highlighted that in hisfirst year's
work, the Inspector Genera restored integrity and professionalism to the processes of audit and
investigation within the District. The School Board also emphasized that they wished to instill a
culture of excellence and professionalismin all aspectsof the District and that an Inspector Generd'’s
presence enhanced this culture.

Reporting and Functional Relationships

The OIG reports directly to the School Board. This reporting structure gives the OIG significant
independence from District managers and staff. Thisindependenceisextremely important because
thereisanatural tendency for managers and supervisors to be protective of the programs that they
administer. In some cases, the discovery of waste, mismanagement or wrongdoing may reflect on



the manager personally. Even if the manager is not implicated, revelations of waste or wrongdoing
may reflect adversely on the program involved by undercutting the support of the School Board,
Superintendent and public. Under these circumstances, managers and supervisors do not always
identify or comeforward with evidence of failingsin the programsthey administer. For that reason,
the responsibility for auditing and investigating must be assigned to individuals with clear and
unrestricted independence from District managers.

The OIG consists of three offices — Office of Audits, Office of Investigations, and Office of
Management and Policy. The Office of Audits conductsaudits of programsand systemsto evaluate
the economy, efficiency and effectiveness of its operations, and to determineif they are operating in
accordance with applicable laws and regul ations.

The Office of Investigations conducts investigations of alleged waste, fraud, and abuse or other
illegal activities by District employees, contractors or related businesses. Most of theinvestigative
workload isreactivein nature because the work resultsfrom the receipt of complaintsor allegations.
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 alimited number of special reviews, which provide
amechanism for the OIG to perform an initial, quick review of aquestion or anissue, and assistsin
collaborating with District management on sel ected issues or to determine whether in-depth audit or
investigative work should be planned. Further, the Office conducts audits of District information
technology issues, and performs follow-up reviews on prior audits and investigations.

The OlIG also hasalegal Counsel that servesasitssenior legal and policy advisor. The Counsel has
responsibility for al legal work inthe OIG. The Counsel promotesthe OIG mission through timely,
accurate and persuasivelegal advice. Thework of the Counsel touches on nearly every aspect of the
work performed by the OIG.
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Authority and Responsibilities

The OIG hasaCharter (see Annex C) that outlinesits authority and responsibilities. Someof the key
provisions of the Charter authorize the Inspector General to:

o Audit andinvestigate any and al functions within the District aswell as private entities that
do business with the District.

o Havefull, freeand unrestricted accessto all District records, reports, audits, reviews, plans,
proj ections, documents, files, contracts, memoranda, correspondence, dataor information on
audio/video/computer tape/disk, or other materials of the District.

o Hire staff or employ contract services within the scope of the budget authorized by the
School Board.

The Charter also provides that the School Board expects and encourages the OIG to be an

independent voice that expresses its views without censorship by District management. The

organizational structure and Charter createsindependence for the OIG both in fact and appearance.

OPERATIONAL PROCESSES

The following paragraphs detail the approaches used to carry out OIG audits and investigations.
Audits

The Office of Audits conducts financial-related and performance audits of District programs and

operations. These audits determine whether program objectives are being achieved and which
program features need to be performed in a more efficient and effective manner.



The purpose of internal auditing isto add value and improve an organization’ soperations. Vauecan
be added to an organi zation through reducing control risk, by increasing efficiency of operations, or
by recommending more effective techniquesto accomplish atask. Assuch, the primary purpose of
internal auditingis, or should be, to mitigate businessrisk through the conduct of auditsasaservice
to the organization.

Some District administrators and staff have a view that the OIG’s only mission is to detect waste,
fraud and abuse, when in fact; the largest part of our workload isinternal auditing. The nature of the
audit function is to evaluate and contribute to the improvement of risk management, control and
governance systems. Specifically, internal auditing should evaluate risk exposures relating to:

Reliability and integrity of financial and operational information
Effectiveness and efficiency of operations

Safeguarding of assets

Compliance with laws, regulations, and contracts

[ Wy Wy |

The audit process represents the steps taken by the OIG to conduct audits. This process involves
several steps, ranging from annual audit planning to performing audit follow-up. The underlying
goal of the audit processisto maintain an open channel of communication between the auditors and
District management officials to ensure that audit findings are accurate and fairly presented in the
audit report.

The OIG performs primarily two types of audits:

Financial -- These auditsincludefinancial-related audits. These audits, which are compliance
oriented, include examining internal control systems, transaction processing, computer-based
systems, and contracts.

Perfor mance -- These audits are objective and systematic examinations of evidenceto evaluate
the effectiveness and efficiency with which managerial responsibilities are carried out. They
focus on whether management controls, practices, processes, and procedures are adequate and
effective. Performance audits also include reviews of selected programs and activities to
evaluate their overall effectiveness in achieving anticipated results.

The audit process includes:

Audit Planning. Each year an annual work plan is developed and distributed to interested
parties. It contains alisting and general focus of the audits to be initiated during the year.

Audit Notification. The OIG notifiesDistrict personnel inwriting that an audit isscheduled to
start. A point of contact and a date for an entrance conference are established.

Entrance Conference. After written notification, ameetingisheld to inform District personnel



of the purpose, objectives, and scope of the audit and the methodology to be followed.

Audit Field Work. A detalled evaluation is conducted of the program, activity, or function
using an audit program devel oped specifically to address the audit objectives.

Tentative Findings and Recommendations. During the fieldwork phase, auditors submit
tentative findings and recommendations to the administrator for review and comment. The
administrator is alowed 15 caendar days to provide a written response on the facts,
conclusions, recommendations, and reasonableness of any potential monetary benefits.

Draft Report. After receiving the administrator’s response to the tentative findings and
recommendations, the OIG paraphrases those comments and includes them in the draft report.
The administrator’ s verbatim comments also are included as an annex to the report. The OIG
provides the administrator with the draft report for afinal review and comment.

Exit Conference. After thedraft report isissued, aformal conferenceisheld with key activity
personnel to discuss and resol ve outstanding i ssues, such asto correct any misinterpretationsor
misunderstanding of the facts.

Final Audit Report. Thefinal report isissued after the exit conference. If an administrator and
the Inspector General are unable to resolve disagreements regarding any audit findings and
recommendations, the OIG will request that the Superintendent hold a mediation meeting to
resolve the disagreements.

Audit Follow-Up. Thisprocessis used to ensure that recommendations made to management
are implemented.

I nvestigations

The Office of Investigations conductsinvestigations of waste, fraud, and abuse to safeguard District
programs and operations. Theseinvestigations are designed to detect and prevent fraud and abuse by
identifying systemic weaknesses in areas of program vulnerability that can be eliminated through
corrective management actions, regulation, legislation, or by pursuing criminal convictions and
monetary recoveries through the judicial and administrative processes.

Theinvestigative process usually begins with the receipt of an allegation of waste, fraud, abuse, or
mismanagement. Investigations are opened and conducted in accordance with the Principles and
Standards for Offices of Inspector General issued by the Association of Inspectors General, aswell
asthe guidelines established by the U.S. Department of Justice and the Los Angeles County District
Attorney’s Office. The Inspector General and Deputy Inspector General for Investigations are
authorized to open an investigation. Every allegation received by the OIG is given a unique
identification number and entered into a database. Some allegations are retained as the basis for
audits, referred to District management, or if appropriate, referred to another investigative agency.

After an investigation is opened, it is assigned to an investigator who prepares a plan of



investigation. This planning process includes a review of the criminal and civil statutes, program
evaluations, and District policies that may be involved. The investigator then conducts the
investigation, which may require interviewing witnesses and subjects, reviewing and analyzing
records, and obtaining physical evidence. If theinvestigator determinesthat acrime may have been
committed, the investigator will discuss the investigation with alocal and/or federal prosecutor to
determine if prosecution will be pursued. Upon completion of the investigation, the investigator
prepares an investigative report summarizing the facts disclosed during the investigation.

Theinvestigative report isdistributed to prosecuting attorneys and to District officialswho may have
an official interest in the results of the investigation. In those cases where a prosecuting attorney
decides to proceed with acriminal or civil prosecution, the investigator assists the attorney in any
preparation for court proceedings that may be required. This assistance may include locating
witnesses, preparing exhibits, and testifying before agrand jury or atrial. At the conclusion of any
court actions, the OIG advises the District of the court results and monitors any corrective or
disciplinary actions that may be taken by the District.

The OIG isalso charged with fraud prevention and fraud detection. Toward thisobjective, the OIG
conducts alimited number of proactive reviewsthat focus on District programs and operations that
may be vulnerable to fraud. Proactive investigations are broad-based and systemic in nature.
Further, the OIG issues Fraud Alerts to managers and employees when investigations identify a
systemic weakness that has an impact on District programs and operations. In addition, the OIG
conducts Fraud Awareness Seminarsto strengthen the awareness of employeesin areasvulnerableto
fraud and abuse.

Special Reviews

As a supplement to the audit and investigative functions, the Office of Management and Policy
performs special reviews. Thesereviewsare short-term management and program reviewsthat focus
on specific issues or concerns to the School Board and senior staff, and also include analyses to
determine whether a more in-depth, independent audit or investigation should be conducted.

STATUTORY RESPONSIBILITIES

During the 2000 session of the California State Legid ature, then-Senator Tom Hayden introduced
Senate Bill 1360. Thislegislation authorized the Los Angeles Unified School District’ s Inspector
Generd to, until January 1, 2005, conduct investigations, subpoena witnesses, administer oaths or
affirmations, take testimony, and compel the production of all information deemed material and
relevant to any inquiry or investigation undertaken by the director in the performance of hisor her
duties. The Legislature passed the bill and Governor Gray Davissigned thelegidlation on September
26, 2000 (California Education Code Sections 35400 and 35401). During the 2002 legislative
session, Assembly Member Keith Richman introduced Assembly Bill 2425 to make sometechnical
revisions to California Education Code Sections 35400 and 35401. Specifically, the amendments
authorized the Inspector General to aso conduct audits, required that every investigation, including
investigative files and work-product, be kept confidential, and extended the sunset provision to
January 1, 2015.



ORDER OF LOSANGEL ES SUPERIOR COURT JUDGE

On March 28, 2000, acompany doing business with the School District filed an injunction with the
Los Angeles County Superior Court to prevent the publication of an OIG report —thereport included
comments on the company’ s performance. On March 29, 2000, a Superior Court Judge denied the
injunction. The following comments were made by the Superior Court Judge and were taken from
the transcript of the court proceedings:

“1 think the Inspector Genera has a very specific and well defined role in the
governmental system . . . and if he must ook at these things in order to do hisjob, |
think that he hastheright todoit. And | think he hasaright to publishit and people
have aright to know what the results are.”

MANAGEMENT CHALLENGES

Over the past 3 years, the District leadership has made some meaningful reforms, such asissuing a
strategic plan, raising test scores at the elementary school level, improving classroom technol ogy,
increasing teacher and principal professiona development, and building ateam of skilled facilities
professionals. While these reforms should be commended, more effort is needed to producetangible
and lasting improvementswithin the District’ s business-related functions, aswell asinstill asharper
focus on performance and accountability. The OIG recognizesthat improving student achievement
and increasing the number of classroom seats will be the District’ stop priorities for many yearsto
come. However, managers must not neglect those areas that could have an adverse effect on the
District’ s primary mission of instruction if not given sufficient priority.

The following paragraphs highlight some challenges that the OIG has been tracking, but has seen
only limited improvement. If not effectively addressed, these challenges could expose District
programs and operations to unnecessary risk, excessive costs, and chronic performance shortfalls.
Resolving these challenges offers the potential to save millions of dollarsand dramatically improve
the delivery of servicesto schools and students.

Ethics

Management needs to place a greater priority on setting and maintaining an ethical tone for the
District. This includes providing guidance for proper behavior and removing temptations for
unethical behavior. The success of any organization rests on asolid foundation of ethical principles
and values. As District employees, each of us must place loyalty to high ethical standards above
private gain. We must recognize that the ends are not more important than the means. The true
public servant combines persona integrity with service in the public interest and, among other
attributes, is eager to accept responsibility, hasthe courage of hisor her conviction, andiswilling to
tell the boss what the boss needs to hear.

Most District employees are honest, loyal and hardworking men and women who are eager to meet
the high standards the public expects of its public servants. So, why doesthe District need an Ethics



Program, including a Code of Ethics? An Ethics Program can boost employee morale, create a
positive image for the District, and encourage ethical behavior by employees. It also has the
potential to provide long-term financial benefits for the District. Unethical conduct can adversely
affect the District, as well as the individual employee engaged in the conduct. Property theft,
embezzlement, misuse of equipment, payroll fraud, misappropriation of funds, conflicts of interest,
bribery, and contract fraud are just some of the consequences of unethical conduct within the
District. Further, an Ethics Code setsthe minimum standards. The hallmark of truepublic serviceis
the willingness to go beyond what is legally required to honor the public’s trust.

On December 12, 2000, the Board unanimously adopted a revised Employee Code of Ethics. In
February 2001, the District hired itsfirst Ethics Officer to implement the Code and to begin an ethics
training program. Rather than implement the Board-approved Code, the Ethics Officer informed the
Board that the Code needed to berewritten. Asaresult, little progresswas madeinimplementing an
effective ethics program for ailmost 2 years. For example, only about 1,100 of the District’ s 80,000
employees have received ethics training.

All District employees are part of one of the nation’ s most important public educational institutions.
As such, they have special legal and ethical obligations arising from two distinct disciplines —
government service and education. The governmental dimension of these responsibilitiesimposes
duties inherent in public service, including the promotion and protection of public trust and
confidence, and avoidance of conflicts of interest and appearances of impropriety. Each District
employee should be expected to accept and encourage ethical responsibility and work toward
creating an ethical environment that fosters public and collegial trust, personal and institutional
integrity, and high levels of competence and accountability. A fully and effectively implemented
Ethics Program and Code of Ethics would greatly enhance these expectations.

Information Technology

Duringfiscal year 2001, under the direction and leadership of the Superintendent, the District began
tackling the broad scope of problemsinvolving information technology. The Superintendent took an
important first step towards resolving a long-standing problem by implementing an OIG
recommendation — recruit and hire a Chief Information Officer. TheDistrict still hasalong way to
go to meet the challenges of managing itsvast and complex information technol ogy operationswith
the business-like efficiency demanded by the public. Itisnow critical that the District take the next
steps in transforming its known deficiencies into comprehensive, realistic corrective actions. At a
minimum, the Chief Information Officer needs to develop an integrated District-wide technology
architecture, manage and measure the performance of technology investments, and assist in work-
process improvements. It will take afocused, sustained effort if the District isto fully resolve its
information technology challenges.

Payroll System
Within the past decade, the public has grown accustomed to the benefits of using information

technology to improve the cost, quality, and timeliness of product and service delivery. Americans
now solve aproblem with onetelephone call, obtain customer service 24 hoursaday, withdraw cash



from automated teller machines around the country, and get products delivered almost anywhere
overnight. Y et, the District uses pencils, pens, and “white-out” to record payroll information and a
30-year old computer system to process that information.

Rather than continuing to analyze the causes of failures with the District’ s payroll system, in April
2001, the OIG commissioned areview by an outside accounting firm. This firm documented how
leading organizations consistently apply information technology to perform their payroll functions.
The firm documented the “best practices’ for payroll operations used across the nation by both
public and private organizations. Infact, thefirm also identified those* best practices’ that would be
feasible for implementing within the District. Although these options were presented to District
management over 2 years ago, aggressive actions have not been taken to implement the payroll
reforms. Asaresult, the District is continuing to waste millions of dollars a year on its outdated,
cumbersome and inefficient payroll process. These inefficiencies deplete valuable labor and
financial resources from the District that could otherwise be used to meet its strategic goals.

Accounts Payable

The District has not aggressively pursued improvement of its accounts payabl e process, even though
various independent audits and studies have indicated a strong need for reformin thisarea. Almost
10 years ago, a consultant reported that historical resistance to change was one of the most
significant obstaclesto implementing any improvementsin the District’ s accounts payabl e process.
Approximately 6 years later, another consultant reported that District staff memberswere unableto
meet their financia accounting performance requirements because of antiquated financia
information systems. Specifically, the consultant reported that: (i) there was not a clear trail of
accountability that could be followed through the entire accounts payable process, (ii) there was no
continuity in the content of accounts payable files, (iii) payment for vendor invoices was slow and
inconsistent, and (iv) certain invoices were paid that lacked adequate explanation of services
rendered. Y et, another 2 years passed with still littleimprovement in the accounts payabl e process.

Thislack of action resulted in the District losing aminimum of $400,000 in cash discounts during a
6-month period, 108 warrants totaling $3.8 million remaining on hold from 2 days to more than 1
year, and approximately 10,000 open purchase orders and unpaid invoices (totaling approximately
$33.5 million) remaining on fileaslong as 3 years. With the accounts payable workload expected to
increase significantly in the coming months due to the District’ s $5 billion school construction and
modernization program, it isimperative that astate-of-the-art accounts payable process be designed
and implemented.

Risk Management
The District needsto develop aformal risk management program, including adesignated position of
Chief Risk Officer. Every organization, no matter how large or small, inherently possesses
exposurestorisk. A risk exposureisthe possibility of loss, injury, or failureto achieve an objective
because of some peril or cause of aloss. In other words, what could potentially go wrong?

Risk management is the process of planning, organizing, staffing, leading, and controlling an
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organization’ s resources to minimize the possibility of losses, injuries, or failures. Simply stated,
risk management isthe process of identifying and controlling an organization’ slosses. Reducingthe
cost of risk is the primary objective of arisk management program.*

Quite often, risk management istoo narrowly defined. Theterm is often thought to ssmply mean a
safety program. Or, it is thought of as being the arm of the organization that deals only with
insurance matters. Safety and insurance are both components of a risk management program.?
However, because risk exposures exist in all areas of the organization, a comprehensive risk
management program within the District should involve accounting and finance, budget, legal,
human resources, facilities, environment, specia education, school police, transportation, food
services, aswell as all other mgjor programs and operations.

A well-conceived, comprehensiverisk management program will requireacommitment of timeand
resources by the District. The cost of thiscommitment, however, will bemitigated by therealization
of reductionsin: (i) misuse, theft, and/or losses to equipment and property; (ii) the frequency and
severity of accidents; (iii) the expenditures of claims; and (iv) legal expenditures. An effectiverisk
management program will also result in increased productivity and improved employee morale.
The District’s commitment to risk management should be a long-term commitment. This
commitment should reflect the philosophy that, in each and every program area, the physical,
financial and human resources of the District will be managed in a manner that will reasonably
eliminate and/or control risks, thereby minimizing the total cost of risk to the District. Toward this
end, the District should devel op arisk management policy that reflectsthis phil osophy and appoint a
Chief Risk Officer to develop and implement arisk management program. By providing awritten
risk management policy, an effectivetool iscreated that can be used to communicate theimportance
of risk management to the District staff. The policy can also be used as the mechanism to establish
risk management goals and objectives, and define the rel ationship that risk management personnel
will have with other personnel within the District.*

In February 2002, the OIG offered to assist the District’s senior staff with implementing a risk
management program by retaining ateam of risk management expertsto identify and document the
critical risks associated with the senior staffs' respective operations. The team would also provide
recommendations to assist in managing, monitoring, and controlling theserisks. Thisinformation
would help District senior staff: (i) proactively manage issues, (ii) identify opportunities to reduce
cost, (iii) reduceliability exposures, and (iv) provide morereliable management reports. Inaddition,
the District would have meaningful information to assist with devel oping amore effective strategic
plan and to make future budget decisions. The senior staff, however, rgected the OIG’s offer
because, in most instances, the staff felt that risk management was not a priority.

Recent OIG findings, conversely, have shown that District management should place a greater
priority on risk management to proactively address weaknesses in programs and operations.

! http://www.sorm.state.tx.us/V olumeOne/121.htm.
% 1d,
*1d,
“1d,
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Specificaly, the OIG hasidentified management and control weaknesses associated with avariety of
areas, including payroll operations, accounts payable, injury and illness prevention, asbestos, food
safety, hazardous materials, construction claims, change orders, school traffic and safety,
psychological services, progress payments, equipment inventory procedures, library plans, and
school financial operations.

Budget Process

The District’ s budget is not tied to performance to ensure that funds are spent in the most efficient
and cost-effective manner. Budgets of government organizations have traditionally been based on
history — with increases or cuts applied across the board — rather than on customer needs or
outcomes. In fact, organizations that save money during the year are often penalized for their
efficiency, receivingasmaller “piece of the pie”’ inthefollowing year. Now innovative governments
are transforming that balance through performance-based budgeting, which shifts the focus from
what the organization spends to what it accomplishes, and helps align the existing budget structure
with program goals.

Performance budgeting is an ongoing process that involves every manager within an organization,
from department headsto individual managersof programs. Thisincludesa*feedback cycle,” which
provides senior managers at all levels with improved information to manage their activities. Asa
result, managers are able to deploy resources more effectively so that anticipated budget outcomes
may be achieved.” Further, when given more flexibility to manage their operations, managers are
willing to be more accountable for the results.

Using well-defined, fully costed activity measures (what it cost to perform a specific District
function or task), aperformance budget providesaval uabletool for assessing how spending changes
affect results.® Performance budgeting can further enhance the District’s capacity to assess
competing claimsin the budget by providing the Board with better information on theresults of both
individual programs, as well as cross-functional programs addressing common performance
outcomes.

With the District’ scurrent budget shortfall, it isimperative that the District getsthe most from every
dollar spent. Each dollar that is spent inefficiently is a dollar that is unavailable to meet other
priorities, such asthe reading and math programs. Using performance budgeting would enhancethe
ability of the Board and District management to effectively measure performance, reduce costs, and
maintain funds control.

Contract Management

The District needs a sustained commitment to contract management. Reports haveidentified long-
standing, District-wide deficienciesin contract management, administration, and oversight. At the
core of contracting problemsisalack of infrastructure (staffing, funding, and training), little respect
by District staff for the procurement process, and no enforcement of procurement policies. Asa
result, the District continues to display a pattern of careless management inits use and oversight of

® performance Budgeting for Federal Agencies: A Framework, John Mercer in partnership with AMS, March 18, 2002.
6
Id.
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professional services contracts.

The District uses “time-and-materials’ contracting for most of its professional services contracts.
These contacts areaform of cost-reimbursable contracts. A time-and-materials contract providesfor
acquiring goods or services on the basis of direct labor hours at specified fixed hourly rates that
include wages, overhead, general and administrative expense, and profit. Travel and material costs
areincluded, if appropriate, at actual cost.

A time-and-materials contract provides no positive incentive to the contractor for cost control or
labor efficiency, and exposesthe District to therisk of overchargesand cost overruns by contractors.
This places specia responsibilities on the District to control costs by using good contract
management and administration practices. These good practices do not begin, however, after the
contract is awarded — it encompasses all activities associated with the performance of a contract,
from the decision to issue a contract through contract closeout. As such, effective planning for
contracting is asimportant as oversight of contractors’ costs and performance.

Effective contracting beginswith District staff (often referred to as* contract sponsors’) conducting a
needs assessment to determine whether using contract services is the best and most effective
solution, and justifying why in-house staff cannot perform a specific service or task. Once this
assessment and justification have been done, the District staff needsto prepare aclear description of
the services needed. Thisisimportant in order for the District to obtain what it needs at afair price,
and the contractor isto be able to determine whether it isqualified to fulfill the contract obligations
and at what cost. Contractsthat include deficient and vague statements of work can lead to mistakes,
delays and increased costs.
When the District chooses to contract for work, it needs a clear sense of what each service should
cost. Independent District cost estimates provide a foundation for evaluating, negotiating, and
controlling contractors' costs. Since cost-reimbursable contracts promiseto pay all the contractor’s
allowable costs, the District and contractor must agreein advance on thelimitsfor aproject’ sbudget.
Otherwise, the District will betoo dependent on the contractor for determining what aproject should
cost. After the District receives the contractor’s bid or price proposal, the District should hold
aggressive price negotiations to ensure that contract services are both cost-effective and in the
District’s best interest. Effective “give-and-take” with contractors will maximize the District’s
ability to obtain the best value for the services. Once acontract isawarded, the District has another
important opportunity to control costs by monitoring the contractor’s performance, as well as
verifying the legitimacy of costs charged directly to projects. Thesereviews position the District to
identify poor performance or overcharges by contractors.

The OIG hasfound that needs assessments are not performed or, if performed, not fully documented,
and contracts contain deficient and vague statements of work. Also, independent cost estimatesare
not used and District staff rarely negotiates costs associated with its professional services contracts.
In instances, where negotiations have been held, the District has realized substantial savings.
Further, the District staff often does not consistently review contract invoices, and contracting
officials do not enforce the requirements for these reviews. Instead, the District has focused
primarily on timelinessand quality, rather than on costs. Evenif reviewswere conducted, contractor
invoices often are not detailed enough to permit meaningful review. Inaddition, the District hasnot
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taken steps to ensure that individuals responsible for managing and monitoring contracts have the
appropriate skills and training that would enable them to effectively perform their jobs.

The sustained driveto improved contract management must result from acultural changewithinthe
District that places high-level emphasis on the resolution of contracting problems and long-term
commitment to any corrective actions that are implemented. Simply put, it istimeto stop studying
the problem and to take corrective actions. Widespread contracting deficienciesresult in part from
an environment within the District that too often stresses accomplishing the mission at the expense
of cost-effective contract management. The cost to the District and taxpayer of such practicesis
enormous. With the budget crisisfacing the District, it cannot afford to ignore the potential cost of
poor contractor oversight. For many years the District has increasingly relied on contractors to
carryout needed activities. Unfortunately, in all too many instances, the District has abdicated to its
contractors the responsibility for ensuring that they perform quality work cost-effectively.

Whilethe District hasimplemented the OIG’ srecommendation to hireaChief Procurement Officer,
it still faces significant challengesin managing and administering contracts. With only two trained
and experienced contract administrators in the Procurement Services Group, coupled with a
decentralized procurement environment, it isunrealistic to expect effective contract management and
administration of at |east $400 million in services procured annually by the District. Inthe absence
of adequate staffing, funding, and training for contract sponsors, as well as enforcement of
procurement policies, the District will continue to waste millions of dollars due to poorly planned,
administered, and monitored contracts.

Restitution Process

In November 2000, the OIG completed a Special Review of the Restitution Process. The OIG
concluded that the District experiences losses each year due to fraud, theft, vandalism, and other
criminal misconduct. However, the system is so digjointed, an estimate of the total dollar amount
lost each year could not be calculated. Specific recommendationsincluded that the District should:

o Consolidate and update restitution guidance into one restitution and collection bulletin.

o Designateasingleofficeto direct therestitution and collection program to reduce duplication
of duties and responsibilities.

o Appoint an attorney in the Office of the Genera Counsel to handle all restitution, civil
recoveries, and collection agreements.

o Create acase management database to track payments, telephone calls, and correspondence
sent to individuals.

Over 2 years have passed and District staff have not adequately addressed the recommendations

contained in the report. As a result, the District is failing to recover thousands, and possibly
millions, of dollars ayear.
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Personnel M anagement

Good personnel management policies and practices are critical to the success of the District. Only
when the right employees are on board and are provided the training, tools, structure, incentives, and
responsibilities is organizational success possible.

During fiscal year 2002, the District placed significant priority on making reforms in the
management of certificated personnel. Specifically, the District issued a Teacher Quality Strategic
Plan, which placesemphasis: (i) on the waysin which the District devel ops, engages, and enlists new
teachers; (i) inducts teachers and advances their careers; (iii) uses teacher talent, and (iv) rewards
excellence among veteran teachers.

This same energy, enthusiasm, and passion are also needed for classified personnel. A useful first
step for the District would be to adopt a human capital strategy — to put the spotlight on all
personnel, its most important asset in light of its mission, vision for the future, and core values.
Specifically, the District should:

o Ensure that skill needs are continually assessed and that the District is able to obtain a
workforce that has the required skills that match those necessary to achieve organizational
goals.

o Focustraining on developing and retaining employee skill levels to meet changing District
needs.

o Provide qualified and continuous supervision to ensure that internal control objectives are
achieved.

o Design performance evaluation and feedback, supplemented by an effectivereward system,
to help employees understand the connection between their performance and the District’s
success.

Asapart of itshuman capital planning, the District should also consider how best to retain valuable
employees, plan for their eventual succession, and ensure continuity of needed skills and abilities.

School Financial Operations

The District has not placed sufficient priority on managing school financial operations. Asaresult,
school funds are vulnerable to waste, fraud, abuse, and mismanagement.

During fiscal years 2000 and 2001, the OIG issued approximately 300 findingsat 37 schools. These
findings addressed a variety of financia weaknesses related to imprest funds, cafeteria funds,
eguipment, student body funds, attendance accounting, payroll, and budget operations. More than
half of the findings related to weaknesses in providing or maintaining required documentation (25
percent), preparing accounting records and reports (19 percent), and obtai ning required approvalsfor
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documents or transactions (10 percent).

Other frequently noted weaknessesincluded: missing or inadequate bank reconciliations; excessive
delay in collecting funds, making deposits, and preparing reports; improper payments or failure to
collect funds due; and non-cancellation of documentsto prevent duplicate payments. Itisimportant
to note that these conditions existed despite District policies and procedures intended to prevent
them. Reasonsfor departuresfrom established policy and procedural requirements ranged from not
being aware of their existence to inadequate training and supervision.

We found the frequency of our findings so significant that, in January 2002, we issued a Trend
Report to the Superintendent, outlining our findings. The report included control evaluation
guestionnaires intended to help the school site staff in carrying out their fiscal responsibilities by
identifying potential weaknessesin the school’ sfinancial operations. We a so encouraged the use of
the report at each school and suggested that school principals be made aware of its availability for
download from the OIG’s website. In addition, we provided hardcopies of the report to all Local
District Superintendents and Local Business Managers.

Our most recent audits of school financial operations, however, disclosed some of the most serious
management lapsesin the past 4 years. For example, we found amiddle school’ simprest fund that
was not reconciled for over 2 years (monthly reconciliations are required), and the financial
operations at a high school were unauditable due to ailmost no available records for transactions
related to student body funds, imprest funds, payroll, equipment, and attendance.

School site personnel manage the majority of the District’ smulti-billion dollar budget. Assuch, the
District leadership must be totally committed, in both words and actions, to making school financial
management a District-wide priority. This commitment includes building a foundation of control
and accountability that supports accurate reporting and performance management, providing clear
and strong executive leadership, and using training to change the organizational culture and engage
school site managers. Failureto do so will continue to breed an environment susceptible to waste,
fraud, and abuse.

I nternal Control Structure

Based on the challenges presented above, management and empl oyees should establish and maintain
an environment throughout the District that sets a positive and supportive attitude toward internal
control. Specifically, management needsto establish and maintain effective controlsto ensure that:
(i) appropriate goals and objectives are met; (ii) resources are safeguarded; (iii) laws, regulations,
and policies are followed; and (iv) reliable data are obtained, maintained, and fairly disclosed.
Management also needs to establish policies and systems of internal control that discourage
fraudulent or unethical behavior.

As District managers strive to achieve their department’s missions and goals and provide
accountability for their operations, they also need to continually assess and evaluate their internal
control structureto assure it iswell designed and operated, appropriately updated to meet changing
conditions, and provides reasonable assurance that the objectives of the department are being
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achieved. Specificaly, managers need to examine internal control to determine how well it is
performing, how it may be improved, and the degree to which it helpsidentify and address waste,
fraud, abuse, and mismanagement.

Internal control isamajor part of managing an organization. It comprises the plans, methods, and
procedures used to meet missions, goals, and objectives and, in doing so, supports performance-
based management. Internal control also servesasthefirst line of defensein safeguarding assetsand
preventing and detecting errors and fraud. In short, internal control, which is synonymous with
management control, hel ps managers achieve desired results through effective stewardship of public
resources.

People are what make internal control work. The responsibility for good internal control restswith
all managers. Management sets the objectives, putsthe control mechanismsand activitiesin place,
and monitors and evaluates the control. However, all personnel in the organization play important
rolesin making it happen.

A well-designed internal control structure will reduce improper activity. The responsibility of
designing and implementing internal controlsisacontinuous process. Asconditionschange, control
procedures may become outdated and inadequate. Management must anticipate that certain
procedures will become obsolete and modify internal control systemsin response to these changes.

It isimportant to realize that no matter how well designed, internal controls provide reasonable but
not absolute assurance for detecting or preventing fraud and achieving organizational objectives.
Well-designed internal controls can fail for several reasons, including management override,
deception, fraud, collusion, lack of training, and human error. Accordingly, an effective interna
control systemisonethat strikesaproper balance between the cost of theinternal proceduresand the
risksinvolved. Excessiveinternal controlsare costly and can reduce an organization’ sefficiency and
adversely affect employee morale. On the other hand, a lack of internal control subjects an
organization to undue risk.

Management’s philosophy and operating style also affects an organization’s internal control
structure. Specifically, management (i) determines the degree of risk the organization iswilling to
take, (ii) creates an organizational structure so that it clearly defines key areas of authority and
responsibility, (iii) establishes appropriate lines of reporting, and (iv) delegates authority and
responsi bility throughout the organization. In addition, the attitude and philosophy of management
toward information systems, accounting, personnel functions, monitoring, and audits can have a
profound effect on internal control.

Summary

A “Big Four” accounting firm recently reported that it is often difficult for public leaders to get
beyond the crisis of the moment to focus on how much government must change to meet the
requirements of today and tomorrow. Perhaps the single most important element of successful
management improvement initiativesisthe demonstrated commitment of top leadersto change. This
commitment is most prominently shown through the personal involvement of top leaders in

17



developing and directing reform efforts. ’

Top leadership involvement and clear lines of accountability for making management improvements
arecritical to overcoming an organization’s natural resistance to change, marshalling the resources
needed in many casesto improve management, and building and maintaining the organization-wide
commitment to new ways to doing business® Sustaining top leadership commitment to
improvement has been particularly challenging in the District because of the frequent turnover of
senior staff. For example, injust the past 6 years, the District has had six Chief Operating Officers.

Parents and taxpayers in general are increasingly demanding improved educational services and
better stewardship of public resources. Responding effectively to these demands will require
innovati ve management approaches and the use of new types of information to guide decisions. As
such, District management should develop a strategy to address the challenges presented in this
section. At aminimum, the strategy should include naming asenior staff member to taketheleadin
addressing each challenge, setting estimated timelines for completing corrective actions, and
developing performance measures to track progress. The status of addressing these challenges
should be presented to the appropriate Board Committees at least quarterly.

OIG PROACTIVE INITIATIVES

The OIG’srole within the District isadaily challenge as, rightly or wrongly, many staff members
view the OIG as focusing amost exclusively on enforcement, with an eye toward prosecution or
recovery of misspent funds. The OIG, however, has no enforcement authority. The OIG’s Charter
highlights that District management and the OIG are parts of a single organization with acommon
purpose of improving education and using the District’ sresourceswisely. The School Board expects
the OIG and District management to develop and maintain arelationship that is designed to further
their common purpose. The School Board also expects the OIG and District management to meet
regularly, discuss priorities, shareinformation and ideas, and seek agreement where possible so that
the OIG’ swork can contribute most effectively to the District’ s primary objectives.

During the past year, the OIG continued its commitment to proactively assist District management on
anumber of issues. Most of these efforts, described briefly below, are based on the realization that
the District staff isresponsible for the day-to-day management of programs, including establishing
policies and systems of internal control that discourage fraudulent or unethical behavior. District
staff alone, however, cannot solvethe problems of fraud and inefficient operations. Instead, the OIG
must inform, educate and work with District employees, contractors, and the public to ensure fiscal
integrity in the school system. Some examples of the OIG’ s proactive initiatives were:

o Relocation Program — At the request of the Facilities Services Division, performed two
follow-up audits of the imprest fund for the Relocation Program.

o Contract Audit Unit — Secured School Board approval and established a “bench” of
accounting firms to audit contractors who participate, or may participate, in school

" Management Reform: Elements of Successful |mprovement Initiatives (GAO/T-GGD-00-26, October 15,1999).
8
Id.
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construction and modernization projects funded by Proposition BB and Measure K funds.

o Teambuilding Project — Conducted a successful staff development exercise by dedicating a
team of auditors, authorized to deploy their resources as they saw fit, to complete nine
school-based audits and reduced the OIG’ s backlog of audit requests.

o Fraud Awareness Seminars— At therequest of District staff, conducted six seminarson how
to identify, report, and reduce waste, fraud, and abuse in school operations.

o Facilities Briefings — Initiated regular briefings for executives of the Facilities Services
Division on related OIG activities.

o Professional Services Contracts — Provided concerns, questions, and suggestions on the
District’ s draft report on improving the process for professional services contracts.

o SodaSales— At therequest of the Business Manager, audited the carbonated beverage sales
reported by secondary schools.

o Loca District Audits — Began the first OIG audits of school processes throughout an
individual local district.

o Fraud Hotline— With the assistance of the Office of Communications, posted amessage on
the District’s website highlighting how to report allegations of waste, fraud, and abuse.

o District Independent Audit — Undertook the responsibility to solicit proposals, and to
evaluate, recommend, and contract with an independent audit firm for the financial audit of
the District for the next 5 years.

o Belmont Learning Complex — Briefed key District staff on selected aspects of the District
Attorney’s investigation of the Belmont Learning Complex construction project. This
information should be beneficial as the District works toward completing other school
construction and modernization projects.

o Fraud Alert — With the assistance of the Procurement Services Group, sent aFraud Alert to
over 1,600 District vendors notifying them of arecent fraud scheme.

o School Construction Projects— At the request of the Facilities Services Division, monitored
various processes associated with school construction projects.

o E-Mail — Achieved considerable savings of effort and supplies by distributing most OIG
audit reports, on a“read only” basis, by e-mail.

As shown by the above activities, the OIG is committed to assisting District managers and staff in
addressing their daily challenges.

19



EXTERNAL IMPAIRMENTS

The Inspector General and OIG staff involved in performing or supervising any assignment should
be free from external impairmentsto 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. For example, under
the following conditions work could be adversely affected and the OIG would not have complete
freedom to make an independent and objective judgment:

o Interference or undueinfluencein the sel ection, appointment, and employment of OIG staff.

o Restrictions on funds or other resources dedicated to the OIG, such astimely, independent
legal counsel, that could prevent the OIG from performing essential work.

o Interference or undue influence in the OIG’s selection of what is to be examined,
determination of scope and timing of work or approach to be used, the appropriate content of
any resulting report, or resolution of audit findings.

o Influencesthat jeopardize continued employment of the inspector general or individua OIG
staff for reasons other than competency or the need for OIG services.

o Interference with OIG access to documents or individuals necessary to perform OIG work.

o Improper political pressuresthat affect the selection of areasfor review, the performance of
those reviews, and the objective reporting of conclusions without fear of censure.

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 Business, Finance, Audit and Technology
(“BFAT") Committee and its Annual Report to the Board of Education any instances where
management, staff and contractors (or their representatives) haveinterfered with the OlG’ sability to
performitsmission.” Inaddition, the OIG’ s Charter requiresthat District employees cooperate with
the OIG and the BFAT Committee's Charter requires that the Inspector Genera notify Committee
Members if there is any interference with the OIG’s ability to do its job. During this reporting
period, the OIG experienced four instances of external impairments to performing its mission.

Ethics Program

As part of the OIG’ s Special Review of the Ethics Program, we interviewed 94 District employees,
including Board Members, the Superintendent, senior staff, and school-site employees. Thiswasnot
asurvey but included face-to-faceinterviewsto document feedback on the current state of theethics
program and collect expectations, concerns and views of those interviewed. The leadership of one
collective bargaining unit advised its members not to participate in the interviews because the
interviews were a waste of time and money when the unit’s employees had not seen the Code of
Ethics. In fact, the unit’s leadership wrote a letter to the Superintendent’s Chief of Staff, which
highlighted “The District’s Code of Ethics has yet to be approved by the Board of Education and
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distributed to schools. . . We have told our members not to comply with this survey.”
Interview Request

A District employee refused to cooperate with an ongoing investigation. Specifically, the OIG
repeatedly requested the empl oyee to appear for aninterview regarding all egations 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 thismatter. Subsequently, the OIG
made several unsuccessful attempts to subpoena the employee. The employee resigned from the
District in an apparent attempt to avoid being interviewed.

OIG budget

The OIG’'s Charter specifies that, “The Inspector Genera is authorized to hire staff or employ
contract services within the scope of the budget authorized by the Board of Education and within
employment and public procurement requirements.” The Charter further specifies that, “The
Superintendent and his or her staff have no authority to reduce the budget of the Office of the
Inspector General without an expressvote of the Board of Education.” Although the Charter speaks
very clearly about the OIG’s independence, in January 2003, the Office of the Chief Financia
Officer instituted a freeze on all expenditures. District staff interpreted this freeze to include the
OIG. Thisaction was taken without an express vote of the School Board. Asaresult, the OlG was
not able to effectively and efficiently accomplish its mission. For example, while the Facilities
Services Division was spending millions of dollars a week, the OIG could not spend any funds
without first getting approval from District staff — the same staff that the OIG was responsible for
auditing and investigating. In fact, the District staff disapproved several OIG funding requests.

Document Request

During an ongoing investigation, the OIG learned that an attorney within the Office of the General
Counsel had al so conducted an “investigation” into thesameallegations. The OlGinitialy asked the
Local District Superintendent for a copy of the investigation report, but the Local Superintendent
informed us that the report was protected under attorney-client privilege and that the OIG would
haveto speak with theinvestigating attorney in the Office of the General Counsel. Theinvestigating
attorney informed us that we would receive a copy of the report, but that all notes and backup
materials were protected under attorney-client privilege. As of the date of this report, the OIG has
not received a copy of the report.

BUDGET AND PERSONNEL

For fiscal year 2003, the OIG’ s budget authority was reduced by 10 percent to about $6.2 million, but
its full-time positions remained at 70. For fiscal year 2004, the OIG has requested $6.4 million in
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budget authority. The OIG’ s senior staff members are:

I nspector General

01/20/99 — present: Don Mullinax

Deputy Inspector General for Management and Policy
01/04/00 — present: Samuel Stanton

Deputy Inspector General for Audits

11/02/00 — present Robert Kasper

Deputy Inspector General for Investigations

04/09/01 — present Jerry Thornton

11/13/00 — 4/06/01 Al Dovetko

Legal Counsel

09/20/01 — present Stephanie Bowick

TRAINING

The training courses received by OIG personnel during fiscal year 2003 are summarized below:

Type of Training Number of Courses Taken
Audit 8
Investigative 4
Information Technology 7
General Management/Administrative 16

Tota Training Courses 35

FISCAL YEAR 2004 ANNUAL WORK PLAN

The OIG’s Annual Work Plan is prepared pursuant to its Charter and is reviewed and approved by
the School Board’ s Business, Finance, Audit and Technology Committee. The OIG’sAnnua Work
Plan uses astrategic approach to planning. Assuch, it identifiesstrategic or multi-year issuesaswell
as specific areas to be covered during the upcoming fiscal year. Although it is published annualy,
the Work Plan is recognized as a “working” document and is modified throughout the year as
circumstances, priorities, and/or resource availability dictate.

Effective planning requires extensive knowledge about the District’ s mission and the programs and
activities used to carry out that mission. Accordingly, we have instituted issue area monitoring to
strengthen our internal coordination and overall planning process. Through designated Issue Area
Managers [“Audit Managers’], we have an enhanced capability to keep abreast of magjor District
programs and activities. These Managers are a key component to our planning process.
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As part of establishing plansto carry out the OIG’ sresponsibilities, audit standards require that we
conduct an assessment of the risks confronting the District. Theterm “risk,” asreferred to in this
process, is the probability that an event or action may adversely affect the District. The effects of
risk can involve:

o Anerroneous decision from using incorrect, untimely, incomplete, or otherwise unreliable
information;

o Erroneousrecord keeping, inappropriate accounting, fraudulent financial reporting, financial
loss and exposure;

o Falureto adequately safeguard assets,

Negative publicity and damage to the District’ s reputation;

o Falureto adhereto District policies, plans, and procedures, or not complying with relevant
laws and regulations,

o Acquiring resources uneconomically or using them inefficiently or ineffectively; and

o Failureto accomplish established objectives and goals for District programs or operations.

O

In performing the risk assessment, weidentify auditable activitiesand risk factorsthat arerelevant to
the activities. Therefore, arisk assessment includes both theidentification of the auditable activities
or “Audit Universe,” and theidentification of therisk factorsrelativeto theuniverse. Toidentify the
auditable activities, we reviewed the Superintendent’ s Strategic Plan, organizational information, and
financia metrics, interviewed key members of the District’ smanagement team, and anayzed reports
completed by non-District entities. We then assessed therisk of each activity using a set of factors,
which included human resources considerations and issues, School Board and senior management
concerns, asset management and exposure to loss, public interest and third party intervention,
operational complexity and existing management controls, and reliability and integrity of
information systems.

We weighted the risk factors based on our assessment of the relative importance of those factorsto
the District’ soperations. We then assessed the level of risk using two perspectives—thelikelihood
of that risk factor occurring in the area being considered and the impact to the organization or area
under review if the risk were to be realized. The level of risk under each view was assigned a
numeric valuefrom zero (or no risk in that factor) to three (ahigh amount of risk in that factor). The
activities were then ranked from highest to lowest risk, and audit resources were allocated
accordingly.

Other considerationsmay result in the deferral of reviewing somerisk areasin the current year. Such
considerations may include, but are not limited to, budget or resource constraints, management
personnel are currently implementing corrective actions, management turnover or new management
personnel in the area, and areais undergoing significant change or realignment of processes.

Prior to January 1999, the then-Internal Audit Branch had identified only five auditable activities
(student body, imprest and cafeteria funds; payroll; and attendance). During fiscal year 2003, the
OIG identified over 300 auditable activities. The Annual Work Planfor fisca year 2004 contains 36
new projects, aswell as severa proactiveinvestigationsand special reviews. The OIG' sWork Plan
can be accessed via our website.
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The Work Plan contains eight sections. The first section provides background on the OIG and
attemptsto provide agreater understanding of who we are, what we do, and how wedo it. The next
four sections contain our planned audits, segregated by major District functions — Business and
Finance, Facilities, School Operations, and Information Technology. There arealso two sectionsthat
highlight planned efforts using Investigations and Special Reviews. The final section focuses on
Follow-Up and Technica Support.

In preparing the Work Plan, the OI G provides abrief description of thefocusfor the work itemsthat
we percelve ascritical to themission of the District. However, asthework planning processtendsto
be ongoing and dynamic, the focus and timing of many of these projects can evolve in response to
new information, new issues, and shifting priorities of the School Board, Superintendent, and senior
staff, and may be atered over time. Given these variables, the OIG objective still remains the
targeting of available resources on those projects that best identify vulnerabilities in District
activities that have been designed to support the education of students and promote the economy,
efficiency, and effectiveness of programs and operations.

WEBSITE

The OIG website (www.laoig.org) contains general information about the OIG, including the
organizational structure and the biographies of key personnel. The full text of all formal audit
reports and a generic summary of investigations are placed on-line when issued. The site also
describes how to contact the OIG’ s Fraud Hotline by mail or e-mail.
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AUDIT ACTIVITIES

AUDIT ACTIVITIES

ORGANIZATION

The OIG’s Office of Audits is headed by the Deputy Inspector General for Audits (“DIGA™) and
three Audit Managers. The Audit Managers are segregated by major school functions — business,
facilities, and school operations. The DIGA reportsto the Inspector General. The Office of Audits
is comprised of 45 auditors.

Audit Managers are the key “ strategic thinkers’ and “ subject matter experts’ withinthe OIG. They
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serve as “Issue Area Managers’ or “Program Managers.” During the development of the Annual
Work Plan, they provide key information, such as those areas that are highly susceptible to waste,
fraud or abuse, aswell as opportunitiesfor improving efficiency and effectiveness. They arealsothe
focal pointswith District staff. Inaddition, Audit Managers track recommendations and ensure that
follow-up audits are conducted when needed.

The Office of Auditsis also comprised of Audit Supervisors who are the day-to-day monitors of
ongoing audits. They serve as the “Team Leader,” “Project Manager,” or “Auditor-in-Charge.”
Audit Supervisors are the most knowledgeable about the audits under their supervision. They are
management’s “eyes and ears’ at the audit sites.

The Office of Audits conducts audits of 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 conducts planned and requested audits.
It also works with the Office of Investigations, as appropriate, in response to allegations of waste,
fraud and abuse.

AUDITING STANDARDS

The Office of Audits conducts its audits primarily in accordance with the Government Auditing
Standards, which are issued by the Comptroller General of the United States. We aso use the
Standards for the Professional Practice of Internal Auditing, which are issued by the Institute of
Internal Auditors, and the auditing and attestation standards that apply in financial audits, which are
issued by the American Institute of Certified Public Accountants.

PERFORMANCE MEASURES

While accomplishing our mission and working toward attaining our vision, we must establish goals
that will assist usin thisjourney. We aso must establish strategies on how we will achieve those
goals and criteria to measure accomplishments. The OIG’s Office of Audits has adopted
performance measures similar to those used by the Federal inspector general organizations. The
following paragraphs contain the Office of Audits goals, performance measures, and
accomplishments.

GOAL: Exceed customer expectations through timely, valued services.

Performance M easures:

o Customer overal rating on satisfaction surveys.
Theassigned overall rating on satisfaction surveysby the OIG’ s customers averaged
4.5 out of a possible score of 5.0 (the range was 3.0 to 5.0). The rating elements
included knowledge of subject matter, timeliness of audit, delivery of information,
and team effectiveness.

o Percent of audit recommendations accepted.
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GOAL:

GOAL:

TheDistrict generally agreed with 97 percent (300 of 309) of audit recommendations
made by the OIG. Thiswas a significant improvement from just 3 years ago when
the District agreed with only 84 percent of audit recommendations.

Percent of audit recommendations implemented.

Audit findings and recommendations do not produce the desired outcomes unless
they are implemented. Of the 393 audit recommendations reviewed, 332 (or 85
percent) wereimplemented, 10 were no longer applicable or not resolved, and 51 had
new target dates. Recommendationswith new target datesindicate that District staff
is continuing to work on correcting the identified weaknesses or deficiencies.

Average time required to complete projects.

The OIG averaged 137 days to complete its 47 audit reports (33 forma and 14
memorandum reports). This is a 45-percent improvement from fiscal year 2001
(average was 199 days).

Percent of Annual Work Plan projectsinitiated.

The OIG initiated 68 percent of the projectsidentified inits annual work plan. The
OIG'sgoal for fiscal year 2004 isto initiate at least 75 percent of its projects.

Return on investment.

Measuring return on investment in any one year is difficult because the work of the
OIG often involves multiyear efforts and the results recorded for a single year are
heavily dependent on work initiated in prior years. Asaresult, the OIG established a
goal to maintain a$5 to $1 rolling average return on investment over a5-year period.
TheOIG'srolling average for the 4-year period ended June 30, 2003 was $15.4 to $1
(%401 million potential benefits/$26 million OIG budgets).

Develop aworld-class workforce.

Performance M easure:

o Percent of OIG staff who have advanced degrees, certifications, and participate in

professional organizations.

87 percent of OIG staff have advanced degrees, certifications and/or participate in
professional organizations.

Provide |eading-edge technol ogy that exceeds customer and empl oyee expectations and
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GOAL:

significantly increases overall OIG productivity.

Performance M easures:

Q

Percent of identified automation needs obtai ned.

100 percent of identified automation needs were obtained during the year.
Specificaly, the OIG continued its conversion from a manua to an automated
working paper system, purchased and regularly used data research software, and
updated the OIG website.

Percent of projectsthat used advanced technol ogies, methodol ogies, and applications.

The OIG developed 39 percent of its formal audit reports using advanced
technol ogies, methodologies, and applications.

Improve the economy, efficiency, and effectiveness of District programs and operations
through recommendations resulting from OIG oversight activities.

Performance M easures:

Q

Dollar value of funds put to better use, questioned costs, and monetary recoveries.

As shown at Annex B, the OIG reported total potential monetary benefits of
approximately $12.6 million.

Number of reports or products containing recommendations that improve the
economy, efficiency, or effectiveness of District programs or operations.

Of the OIG’ s 33 formal audit reports, 29 (or 88 percent) contained recommendations
that improved the economy, efficiency, or effectiveness of District programs or
operations.

Percent of products issued that contained innovative analytical techniques or
reporting formats.

91 percent of the OIG’ saudit products contained innovative anal ytical techniquesor
reporting formats. These techniques and formats included use of data analysis
software, photographs, and color charts.

We will continue to work towards process improvements in measuring our productivity and

performance.

CREDENTIALSAND QUALIFICATIONS
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Auditorshave 4-year degreesfrom an accredited college or university and many of our auditorshold
advanced degrees and certifications, such as:

Masters in Business Administration
Certified Public Accountant

Certified Internal Auditor

Certified Fraud Examiner

Certified Government Financial Manager
Certified Government Auditing Professional

[N Iy Ry

Members of our staff are also activein professional organizations, such asthe American Institute of
Certified Public Accountants, Institute of Internal Auditors, Association of Certified Fraud
Specialists, Association of Government Accountants, National Association of Local Government
Auditors, Association of Certified Fraud Examiners, and Information Systems Audit and Control
Association.

EXTERNAL ASSISTANCE

Government Auditing Standardsrequire that the staff assigned to conduct audits should collectively
possess adequate professional proficiency for thetasksrequired. The standardsalso providethat an
organization may need to employ personnel or hire outside consultants knowledgeablein such areas
as accounting, statistics, law, engineering, audit design and methodol ogy, information technol ogy,
public administration, economics, and social sciences.

The OIG’ s annual work plan for fiscal year 2003 contained numerous projects that previously had
little or no audit coverage. This contributed to the audit staff not having sufficient knowledge and
skills to develop an adequate audit plan and, in some cases, conduct the audit. Asaresult, using
competitive bidding procedures, the OI G retained two accounting firms— Thompson, Cobb, Bazilio
& Associates, PC (“ Thompson Cobb™) and Protiviti to assist the audit staff with:

o Developing audit objectives,
o Determining audit scope;
o Designing audit methodol ogy;

o Documenting the legal authority for the audited program or function, its history, and other
background that could help auditors understand and carry out the audit plan;

o Providing a systematic basis for assigning work to staff;

o ldentifying the various analytical techniquesthat should be used to complete the audit, such
as statistical sampling; and

o Establishing an estimated budget (work hours and calendar days).

Thompson Cobb also assisted the OIG by conducting an audit of the Title | Program.
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SIGNIFICANT AUDITS

The Office of Auditsissued 33 formal audit reportsduring fiscal year 2003. Audits performed were
conducted as part of our Work Plan or because of emerging i ssues requiring our immediate attention.
Our audit reports recommended to District staff corrective actions, which were necessary toimprove
operations, address noted deficiencies, and ensure that programs or operations were in compliance
with prescribed laws, regulations, policies, procedures, and standards. Most of the formal reports
can be accessed viaour website at www.laoig.org. Thefollowing paragraphs contain summaries of
our more significant audits.

Library Plans

This audit found that the implementation of the District-wide Library Plan and the District-wide
Classroom Library Plan needed improvement. Specifically, some schoolsdid not adequately spend
their library funds to increase their library book collections, many school libraries were not
automated and connected to the Internet and Digital Library Services, and student and staff accessto
the school library was limited at some schools. Also, library books were not properly inventoried,
catalogued and controlled, most of the schoolsvisited did not meet the District’ saveragefor library
books per student, and several schools visited had no written lending policies and procedures for
library books. Further, several schoolsdid not enforcethe collection of finesfor lost and/or damaged
library books, and some book detection machines were not being used or not installed in school
libraries. As aresult, students and staff did not receive optimum benefits of the school library.
(Report OA 02-130)

Equipment Inventory Procedures

This audit found that the District needed to significantly improve its control of equipment.
Specificaly, the central officesdid not follow equipment reporting requirements, the Accounting and
Disbursements Division did not monitor equi pment inventory activities or follow-up with officesthat
did not submit certifications or summary reports, schools and offices did not follow required
equipment control procedures, and the equipment inventory system did not effectively account for
receiving, monitoring and safeguarding equipment. Asaresult, the District did not have assurance
that sites conducted an annual equipment inventory, and that District-owned equipment was
accounted for and safeguarded. (Report OA 02-132)

Mentor Teacher Program

This audit found that the Mentor Teacher Program was generally well managed. The personnel
overseeing thisprogram at the central office were knowledgeable and provided adequate support and
guidance to school site personnel. However, oversight at school sites needed strengthening to help
ensure program compliance. Specifically, supporting documentation confirming the qualifications
and proper selection of mentor teacherswas not kept at several of the school sitesvisited and severa
school sites did not maintain activity logs. As a result, there was reduced assurance that the
mandated selection and review requirements related to the program were consistently followed.
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Also, there was reduced assurance that all mentor teachers were properly documenting those
activities required of them to support payment of their stipends. (Report OA 02-133)

Sylmar High School Athletics Program

This audit found that purchases of goods and services were adequately justified and supported,
however, the school needed to better monitor and control selected aspects of its athletics program.
Specifically, collectionsfor afundraising event were not properly controlled, athl etic equi pment was
not properly maintained and | abel ed, applicationswere not on file for volunteer coaches, the payroll
process was circumvented to pay acoach who wasineligibleto receive payment, and coachesdid not
have signed contractson filefor supplemental assignments. Asaresult, there was no assurance that
all income was properly accounted for. The District also was exposed to potential risks associated
with the loss of equipment, accidents from poorly maintained equipment, and the failure to follow
record retention and payroll requirements. (Report OA 02-134)

Budget Adjustments

Thisaudit found that budget adjustments were generally well managed by the Budget Services and
Financial Planning Division. However, oversight of this area could be further enhanced.
Specifically, the Division did not update its written guidelinesto reflect the definitions of thevarious
types of non-routine budget adjustments adopted by the Board of Education and budget adjustment
regquests sometimeswere not filled out completely. Asaresult, therewasalack of uniform guidance
related to non-routine budget adjustments and this could cause funds not to be used for their intended
purpose. (Report OA 02-135)

Title 1 Program

The OIG retained accounting firm Thompson, Cobb, Bazilio & Associates, P.C. (“Thompson Cobb”)
toreview the District’ sTitlel Program (“Titlel”). Theobjectiveof theTitlel Programistoimprove
the teaching and learning of children who are at risk of not meeting challenging academic standards
and who residein areas with high concentrations of children from low-incomefamilies. Titlel isthe
single largest Federal program in California schools, with the District having the largest program.
Thompson Cobb found that the District’ s central office administration had some very notable areas
of strengths including knowledge and understanding of compliance requirements and the
incorporation of those requirements in program guidelines and procedures. Thompson Cobb,
however, found weaknesses with budgetary controls and reviews of school site plans. Specifically,
(i) local district budgets were not aways supported by plansthat identified the supplemental support
services and programs to be provided along with the required resources, (ii) budget transfers were
not always prepared by school sites or processed timely by local districts, resulting in budget
overridesfor various object codes, and (iii) school site plans contained numerous discrepancies. In
addition, Thompson Cobb identified some costs that were inappropriately charged to Title .

Individualized Education Program Process

Thisaudit found that the Division of Special Education did not: (i) bill the State for about $250,000
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in mileage reimbursements for fiscal year 2002, (ii) complete all required documentation for
Individualized Education Programs, (iii) adequately record and document services delivered to
students, and (iv) effectively ensure that services were provided. As a result, the District lost
revenues and there was no assurance that all required services was provided. (Report OA 02-139)

Drug and Alcohol Testing Program

This audit found that the implementation of the Drug and Alcohol Testing Programs needed
improvement. For covered employees, functional responsibilities were not clearly defined, pre-
employment testing was not adequately controlled and monitored, and some supervisors were not
provided training. For non-covered employees, there was no specific officeor individual responsible
for administering, coordinating, and monitoring the implementation of the Zero-Tolerance Policy,
and school and office administrators did not comply with the notification requirement of the policy.
Asaresult, therewas no assurance that the District complied with legal requirementsand maintained
adrug and acohol free work environment. (Report OA 02-141)

Design Unit — New Facilities

This audit found that the Design Unit’s (“Unit”) process for selecting in-house consultants was in
accordance with District policies and the Unit incorporated industry best practices in the design
process. Wefound, however, that the Unit did not (i) have comprehensive policies and procedures
defining the specific roles and responsibilities of the Unit, (ii) requirethat both the Project Manager
and the Director of Design sign the Noticesto Proceed, and (iii) have areview process for ensuring
that al members of the Design Advisory Council and the Unit’ sin-house consultants were screened
for conflicts of interest in their work assignments. As a result, there was increased risk that the
design process may not operate effectively and efficiently. ( Report OA 02-142)

Progress Payments, Facilities Services Division

Thisaudit found that the District needed to take immediate action to (i) implement procedures that
would allow the processing and approval of contractors’ invoices for payment in atimely manner,
(i) develop written policies and proceduresto provide guidelines for determining the percentage of
completion for construction contracts, (iii) provide adequate training and development to staff
relating to their job responsibilities, and (iv) establish standards and measurements for evaluating
employees performance. As a result, there was duplication of effort in processing contractor
invoices, many invoices were not processed in atimely manner, inspectors used different standards
to determine percentage of completion, and there was arisk of paying contractors for unallowable
costs. (Report OA 02-143)
Tobacco Use Prevention Education Program

Thisaudit found that the Tobacco Use Prevention Education Program (“ Prevention Program”) was
generaly well managed by central office staff. Theinternal controls, however, needed strengthening
to ensurethat laws, regulations, and grant terms and conditionswere complied with, and to ensure all
fundswerefully accounted for. Specifically, school principalsand Prevention Program coordinators
did not monitor grant budgets and expenditures to prevent deficits or the potential under-usage of
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funds at school sites. In addition, some schools did not maintain al required supporting
documentation. As aresult, there was reduced accountability over grant funds at schools and less
assurance that these funds were expended as planned. The District was al so exposed to the risks of
incurring penalties or potentialy losing funds for not following all grant terms and conditions.
(Report OA 02-147)

Warrant Distribution Process

This audit found that the Business Accounting Branch needed to enhance interna 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 aperpetual 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. Asaresult, therewasan 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)

Transportation Wet Line Fueling

Thisaudit found that the Transportation Branch needed to more carefully overseethewet linefueling
process used to service some of itsvehicles. Specifically, the Branch did not: (i) adequately monitor
the fueling service contract, (ii) exercise certain contract rights granted to it that would have hel ped
ensure quality control, and (iii) maintain adequate documentation of wet line fuel delivery
transactions. These conditions occurred because Branch personnel were not aware of al of the
contract provisions or believed it wasimpractical to follow certain provisions. Asaresult, 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 serviceswere done properly and reported accurately.
(OA 03-153)

Earthquake Recovery Program

Thisaudit found that, 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 alwaysfiled in a
timely manner, and (iii) public assistance funds were not properly reconciled. These conditions
existed because the ERP Office, after the 1994 Northridge earthquake, focused immediately on
organizing an office to expediently maximize funding and reimbursement from the Federa
Emergency Management Agency for damages suffered from the earthquake. This process did not
allow time for the documentation of officerolesand responsibilities asthey were established. Asa
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)
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Proposition BB Bond Change Order Process

This audit found that management of the Proposition BB Bond change order process needed
improvement. Specifically, the delegated management approval authority was not followed, no
progress has been madein 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 al
partiesinvolved 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)

Individualized Education Program Due Process

This audit found that the due process for the Individualized Education Program (“1EP’) was un-
auditable because case management data was incomplete and due process costs could not be
accurately identified. However, procedural errorscommitted by the |[EPteamsand failureto include
language that appropriately limit the District’ sliability may have contributed to increasesin 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’ sIEPs, and (iii) personnel involved in drafting settlement agreementsdid not
adequately consider the need to limit the District’ s liability. (OA 03-160)

Labor Compliance Program

Thisaudit found that the Labor Compliance Program (“Program”) was generally well informed about
the Federal and State Labor Laws. The Program Office had a so 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.
Specificaly, (i) payment of prevailing wages by contractors on public workswith 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 investigations only when complaints were filed
against contractors, and (iv) written policies and procedures did not exist for Program functionsand
responsibilities. These deficiencies existed because the staff could not handle the volume of work
required of the Program. Asaresult, the District may not bein compliance with the requirements of
the Labor Laws. (OA 03-161)

Food Production and Inventory Management
Thisaudit found that the District’ sfood production and inventory management processwasgenerally

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

34



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. As aresult, there was a greater likelihood that the quantity of food ordered
may have been excessive, and there was reduced control over thereceiving process. In addition, there
was an increased likelihood for excess stock on hand and higher levels of |eftover meals at schools.
(OA 03-163)

Procurement Card Pilot Program

This audit found that the Procurement Card (“P-Card’) Pilot Program was generaly well
administered. Also, capable implementation team members had been identified, and technology
needswere 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 approva guidelines were inconsistent with other similar transaction
guidelines, (iii) pilot program participants did not actively use P-Cardsfor 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. Asaresult, the District may not have gained the maximum benefit from the use of P-
Cards as atool to help reduce purchasing processing costs during the pilot program. (OA 03-165)

Environmental Site Assessment

This audit found that, overall, the District was in compliance with the environmental laws and
regulations regarding environmental reviews and assessments of school sites. However, some
procedural enhancements could be made to improve the effectiveness of operations. Specifically, (i)
the Procedures and Process Manual did not specify the roles and responsi bilities of the staff and how
it would ensure that functions were performed in a uniform and efficient manner, (ii) Project
Managers did not document their reviews of reports prepared by environmental consultants, andin
some cases, records supporting the environmental test and review process were either missing or not
prepared, and (iii) daily sign-in and sign-out records for consultants were not maintained on file.
These conditions existed because the District management did not establish clear and concise
policies, procedures and guidelines for managing and conducting environmental assessments of
Digtrict sites. However, the District’ s senior management indicated that it had astrong commitment
to improving the current conditions. (OA 03-170)

North Valley Occupational Center

This audit found that the controls and operation of the student body funds needed improvement.
Specifically, (i) auto shop repair operations, access, and tools were not controlled, (ii) the contract
with the catering company generated an inadequate level of commissions, and (iii) the approval

35



process and documentation of expenditures were inadequate. As a result, three of the four auto
shops operated at aloss, potential additional catering commissionswerelost, and expenditureswere
vulnerable to waste, fraud and abuse. (Report OA 03-171)

Expenses of the Chanda Smith Consent Decr ee Office and the Administrators Office

This audit found that expenses were not adequately managed and controlled. Specifically, some
expenses paid by one of the Chanda Smith Consent Decree Administrators were not appropriate,
such as (i) stipends paid to non-eligible committee members, (ii) paymentsto aconsultant in excess
of the contract rate, and (iii) payment for services not received. This occurred because (i) the
Administrator decided to pay theineligible memberswhen they complained that that they were doing
the same work as the eligible members, (ii) the Administrator stated a belief that the services
rendered by the consultant was worth $100 per hour, and (iii) the District did not effectively review
the expenses billed by the Administrator. Asaresult, the District (i) paid stipendstotaling $3,300to
ineligible committee members, (ii) overpaid the consultant $3,362 for services rendered, and (iii)
paid $1,440 for services not performed. (OA 03-172)

Follow-up Audit of Psychological Services

Thisaudit found that the District needed to continueimproving itsdelivery of psychological services
to students, and oversight at the local districts needed improvement to address trends of poor
performance. Specifically, psychological reports were not completed within the specified timeframe
in accordance with laws and regulations, some studentsdid not receive al their scheduled counseling
sessions as required by their Individualized Education Program (“1EP”), and not all psychologists
were submitting monthly reportsto their local district officefor review. Asaresult, continued delays
in completing psychological reports prevented IEP meetings from being held within prescribed
timelines, and some students did not receive needed specia servicesaccordingtotheir IEP. (OA 03-
175)

Bank Account M anagement

Thisaudit found that the Office of the Controller needed to enhance its oversight of corporate bank
accounts. Specifically, we noted that (i) internal control over corporate bank accounts needed
improvement, (ii) Controller staff needed to monitor bank account activity more closely to ensure
bank accounts operated as intended, and (iii) District bank account policies and procedures, and
contractual agreements needed to be followed consistently. These conditions occurred because the
Controller’srole in the development of specific internal control measures, as well as policies and
procedures related to the management of corporate bank accounts, had not been formally defined.
As a result, errors and irregularities related to corporate bank accounts could occur and not be
prevented or detected in the normal course of operations. (Report OA 03-176)

Special Project

During thefiscal year, nine OlG employees participated in ateambuilding project. Theobjectivesof
the project were to allow the team members to experience:
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The variety of roles leaders and team members play;

Setting team goals and the characteristics of effective teams;

How to reach consensus while dealing with individual differences and competencies;
The practice of active listening;

Techniques for conflict resolution and effective meeting management; and

How teamwork can lead to higher quality work products.
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Theteam selected ateam leader from its members, sel ected nine projectsfrom an approved listing of
audits requested by school principals, and generally worked under procedures and protocols
established by the team leader and team members.

Contract Audit Unit

TheDistrict iscurrently engaged in thelargest building program inits history. Over thenext 6to 10
years, the District plans to complete new schools and modernize existing facilities at a cost of
approximately $8.2 billion. To further support the construction and modernization program, the
District expends millions of dollars annually on professional services contracts.

The OIG’s Contract Audit Unit is responsible for assisting District procurement officials with
achieving sound contract pricing. The Unit provides assistance by evaluating contractor price
proposals, providing contracting officials with accounting and financial advisory services useful to
conduct “could cost” and “should cost” assessments and negotiations, verifying the propriety and
acceptability of costs charged by contractors, and deterring contractors' inefficient practiceswhich, if
not detected and corrected, could lead to excessive costs and contract prices.

On March 25, 2003, the School Board authorized the Inspector General to retain several accounting

firms and spent up to $15 million over a 3-year period to provide audit services of school
construction and modernization projects.
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INVESTIGATION ACTIVITIES

INVESTIGATION ACTIVITIES
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ORGANIZATION

The OIG’s Office of Investigations is headed by the Deputy Inspector General for Investigations
(“DIGI”) and two Supervising Investigators. The DIGI reportsto the Inspector General. The Office
of Investigationsis comprised of 8 senior investigatorsand 5 investigators. The Office aso hasone
investigative assistant whose primary responsibility is the Fraud Hotline. The Office of
Investigations conducts investigations of alleged waste, fraud, and abuse or other illegal activitiesby
District employees or contractors. Most of the investigative workload is reactive in nature because
the work resultsfrom the receipt of allegations of illegal activity. Theremaining workload consists
of proactive projects designed to prevent waste, fraud, and abuse.

INVESTIGATION STANDARDS

The Office of Investigations conducts its investigations in accordance with the Principles and
Standards for Offices of Inspector General. The Association of Inspectors General drafted these
principles and standards based on the quality standards for federal inspectors general issued by the
President’s Council on Integrity and Efficiency. The Association also circulated the draft principles
and standards to the federal, state, and local inspector community for review and comment. The
principles and standards represent generally accepted principles, quality standards, and best practices
applicable to federal, state, and local offices of inspector general.

PERFORMANCE MEASURES
Similar to the OIG’'s Office of Audits, the Office of Investigations has adopted performance
measures similar to those used by the Federal inspector general organizations. The following

paragraphs contain the Office of Investigations goals and performance measures.

GOAL: Reducewaste, fraud, and abuse in District programs and operations, and foster integrity
in District personnel.

Performance M easures:

o Number of cases opened and closed.
56 (opened) and 70 (closed)
o Number of casesreferred for criminal prosecution or administrative actions.

6 (criminal) and 44 (administrative)

o Cases presented but declined for prosecution.
4
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o Defendants convicted.
4
o Suspensions, debarments, sanctions, or some other similar administrative action.
9
o Amount of fines, restitutions, recoveries, and funds put to better use.
$7,987,094
FRAUD HOTLINE

The OIG’s Charter authorizes the Office of Investigations to manage a Fraud Hotline and to
investigate or refer allegationsmade viathe Hotline. The OIG Hotline numbersare (213) 241-7778
and 1-866-LAUSD-OIG. A total of 337 callswere received on the Hotline during fiscal year 2003.
While hotline callsrepresent just one of the waysin 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 aso receives reports of
waste, fraud and abuse by mail, in person, and by referral from other departments and agencies. The
OIG Hotlineisused to report awide range of matters. However, not all callsresult 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 OI G toinitiate an investigation. Other callsconcern
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.

CREDENTIALSAND QUALIFICATIONS

The Office of Investigationsis authorized 17 investigators. All investigatorsare required to havea
4-year degree from an accredited college or university. Many of our investigators hold advanced
degrees aswell as professiona certifications, such as:

Masters of Business Administration
Masters of Artsin Sociology & Criminology
Masters of Forensic Science
Masters of Public Administration
Juris Doctorate
Certified Fraud Examiner
Certified Fraud Specialist
Private Investigator
o Advanced Peace Officer Standards and Training
Our investigative staff also includes managersand investigatorsformerly employed by agenciessuch
as the Federal Bureau of Investigation, the Los Angeles County District Attorney’s Office, the
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Internal Revenue Service, the Los Angel es Police Department, the U.S. Customs Service, theformer
Resolution Trust Corporation, and the State Bar Association.

SUBPOENASISSUED

The OIG issued 10 subpoenas during the past year. The subpoenas were issued only after an
investigation into amatter caused areasonabl e suspicion that alaw, regulation, rule, or district policy
had been violated or was being violated. The following is a description of the subpoenas issued,
effectiveness of subpoena authority, and declinations by prosecutorial agencies.

During the past year, the OIG issued one subpoenain connection with its investigation of possible
fraudulent invoicing by Premio Computers, Inc. The Inspector General had a reasonable cause to
believe that selected documents in Premio’ s files were relevant to an ongoing investigation being
conducted by the OIG. Premio failed to fully cooperate with the OIG in providing documents that
were subpoenaed and the Federal Bureau of Investigation joined the investigation.

The OIG issued four subpoenas for student transcripts, testimony, and travel records relevant to
investigations of payroll fraud and falsification of official records: two subpoenasto California State
University Northridge, one subpoena to National University, and one subpoena to Northwest
Airlines. The OIG asoissued two subpoenasto Costco Warehouse and Kinko’ s Legal Department
for records of alleged embezzlement by a District employee; one subpoenato Emerald Development
Company, Inc. for records of ethics violations by District employees; one subpoenato the Bank of
America for bank records of aleged misappropriation of funds; and one subpoena to a District
employeefor testimony of alleged sexual abuse of minor students. No attemptswere made to quash
any of the 10 subpoenas.

If the District’s Inspector General determines that there is reasonable cause to believe that an
employee or outside agency has engaged in any illegal activity, Education Code Section 35401
requiresthat the Inspector General report the nature and details of the activity on atimely basisto the
local district attorney or the Attorney General. Currently, there are three cases pending prosecution
with the Los Angeles County District Attorney. During fiscal year 2003, three caseswere prosecuted,
resulting in four convictions. As a result of OIG investigations involving possible improper
activities, the District also took several administrative actions — three suspensions, two demotions,
one resignation, two unpaid time, and one unsatisfactory performance.

The local district attorney’s office exercised its prosecutorial discretion by declining to prosecute
four casesthat involved allegations of Grand Theft and Public Corruption. Specifically, the OIG had
areasonable cause to believe that:

o A middle school Cafeteria Manager embezzled over $21,000 in cafeteria funds during the
2000-2001 school year. The employee retired and the local district attorney declined to
prosecute this case because of insufficient evidence and the manager’ s poor health.

o Several adult school employees submitted documentsindicating they had worked at aternate
work locations and were paid for their work. Investigation disclosed the employees did not
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work at the locations and were submitting the records to increase their salaries. Severa of
the empl oyees subsequently retired and the local district attorney declined to prosecute this
case because of insufficient evidence.

o Anassistant principal, with the knowledge and consent of the principal, routinely changed
grades to reward or punish students. The principal, assistant principal, and a counselor
administered an unsanctioned proficiency test to seniors who needed to pass the test for
graduation. These three then entered false passing results in the students cumulative
records. The principal and assistant principal resigned and the local district attorney
declined to prosecute this case because of insufficient evidence and the perceived lack of
credibility of witnesses.

o An elementary school cafeteria manager embezzled $7,473.63 from cafeteria funds. The
investigation revealed a pattern of late deposits and 50 missing deposits. When confronted
with the missing deposits, the manager resigned and the local district attorney declined to
prosecute this case because of insufficient evidence.

SIGNIFICANT INVESTIGATIONS

The OIG issued 50 reports of investigation during fiscal year 2003. All reports of investigation are
confidential. If the OIG hasreasonable causeto believethat illega activitiesmay have occurred, the
report of investigation isreferred to aprosecutive agency. Otherwise, the OIG forwardsthereport of
investigation to District officials who may decide, based on the facts presented, to take
administrative action against employee(s) or contractor(s). The Office of Investigations also
performsalimited number of specia reviews. Thefollowing paragraphs contain generic summaries
of our more significant investigations.

Improper Internet Use

The OIG received information that an elementary school librarian was using District e-mail for
political and personal purposes. Theinvestigation determined that the librarian had sent eemailsand
had posted Internet newsgroup messagesrelating to political activities. It wasfound that employees
at the school had not received the District Internet Policy. Investigators gavethe librarian acopy of
the Internet Policy and pointed out the sections relating to proper use of an Internet account. The
librarian agreed to abide by the policy. Several weeks later, the OIG discovered that the librarian
was continuing to use the Internet for unauthorized purposes. The OIG referred the caseto District
executive staff for possible administrative action.

Embezzlement

The OIG conducted an investigation regarding allegationsthat aformer elementary school cafeteria
manager embezzled cafeteria funds. The investigation revealed a pattern of late deposits and 50
missing depositstotaling $7,473.63. The cafeteriamanager's signature was on the daily serviceline
report reflecting the amounts to be deposited and the cafeteria manager was responsible for making
al of themissing deposits. The cafeteriamanager's explanation was that she had made the deposits
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and the bank must have lost them. When the cafeteria manager was confronted with the missing
deposits, she resigned within ashort period of time. The OIG referred the case to the Los Angeles
County District Attorney's Office for possible prosecution.

Brown Act Violation

The OIG investigated an allegation that a California State Senator may have violated provisions of
the Brown Act; a California State Statute that stipulates how specific bodies of government shall
conduct meetings. The allegations specifically had to do with the Senator meeting with Board
Members to lobby for a contract with a software vendor. The School Board voted to approve the
contract, but a few days later rescinded its vote. The investigation determined that there was no
evidence aviolation of the Brown Act occurred regarding the School Board' s vote, nor during the
eventsleadinguptothevote. Further, theinvestigation did not uncover any evidence of wrongdoing
on the part of the Senator regarding his activities with the vote by the School Board. The
investigation, however, did determinethat the School Board appeared to violate District procurement
policies by initially approving the contract without the District staff preparing ajustification for not
using arequest for proposal in selecting thevendor. This case highlighted the need for District staff
to ensure contracts are properly reviewed.

Textbook Theft

The OIG investigated a case of textbook theft at an elementary school. The vendor billed the school
for duplicate orders of books. Two of the orders were sent to a person at the school who was
unknown to school employees. Theinvestigation also determined that all bookswere delivered and
signed for by authorized school personnel. The whereabouts of the books was not established.
Problems with school financial records and inventory control made it impossible to track books.
District employees with the same name as the one unknown by the school employees never worked
at that school. The OIG referred the case to District executive staff for possible administrative
action.

Ethics Code Violation

The OIG investigated an allegation that a District employee violated the Acceptable Use Policy for
the Internet. The investigation determined that the employee on severa occasions accessed and
viewed adult pornographic websites during business hours. The OIG referred the case to District
executive staff for possible administrative action.

Testing Integrity

The OIG conducted an investigation to determine if the District maintained the integrity of the
Stanford 9 Tests. Theinvestigation did not disclose any apparent issueswith theintegrity of thetests
or security of the test results. There were no indications of tampering or modification of any test
scores. The schools usualy delivered the test materials on time to the scoring centers; however,
significant delays resulted because the schools did not follow the procedures in the District
Reference Guides. The District failed to address, in a timely manner, the problems the scoring

43



centers were encountering. Also, the District failed to provide adequate resources to remedy the
situation and did not elevate the situation to upper level management. Thisresulted inthe Stanford 9
Tests being shipped too late to be scored in time for inclusion on the California Department of
Education’s Internet website. The OIG referred the case to District executive staff for possible
administrative action.

Misuse of District Property

The OIG and the Los Angeles Police Department's Sexually Exploited Child Unit conducted an
investigation to determine whether aDistrict employee utilized acomputer to accessand view child
pornography at a District work site. The investigation found that the employee on more then one
occasion used aDistrict computer to view child pornographic websites. The OIG referred the caseto
the Los Angeles County District Attorney's Office for possible prosecution.

Violation of Policy

The OIG received information from numerous sources concerning payments of inappropriatefeesin
connection with the rental of District facilities at six schools. The investigation determined that
employeesfailed to follow District policy involving the lease/rental of school property for filming or
other entertainment purposes. Further, policies and procedures were not followed concerning the
receipt of monies received as aresult of the rental of District facilities. Reportedly, other schools
that were not included in thisinvestigation are also disregarding the District'srenta policy. TheOIG
referred the case to District executive staff for possible administrative action.

Overchargingon Year 1 E-Rate Projects

The OIG investigated concernsregarding the Education Rate Program (“ E-Rate”) that werereferred
by the OIG’s Office of Audits. In 1997, the U.S. Department of Education created the E-Rate
Program to provide Internet access to libraries, elementary schools, and secondary schools. The
Federal Communications Commission created the Schoolsand Library Division (“SLD”) withinthe
Universal Services Administration to administer the Program. In 1998, the District applied for $2.1
millioninY ear 1 E-Ratefunding for theformer Cluster 7 and $2.9 million for theformer Cluster 23.
The District sel ected atelecommunication company to install computer data switchesand cablingin
both Clusters. Our investigation of District and company records disclosed that between July and
November 1999, the company billed the District more than $1 million for data switches in both
Clusters that the company did not deliver. This over-billing went undetected due to improper
contracting and billing procedures used by the District.

Payroll Fraud

The OIG investigated an allegation that an Office Assistant committed payroll fraud by working at a
party supply business while on illness leave from the District. The investigation revealed that the
employee opened and operated a business while claiming illness and received illness payments
totaling $1,288. The employee submitted a Certification of Illness or Injury claiming “severe job



stress.” The form also indicated the employee “was not employed el sewhere during the period of
absence.” The OIG referred the case to District executive staff for possible administrative action.
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 reveal ed that the contractor did invite the head of thedivision, and membersof his staff
to aLos Angeles Lakers basketball game; however, the invitation was declined. Nevertheless, one
District consultant did attend the basketbal| game, but | ater reimbursed the company for the val ue of
theticket. Theinvitation appeared to be anisolated incident on the part of the company, and resulted
in no wrongdoing on the part of any District employees or consultants.

Professional Services Contracts

The OIG investigated the use of professional services contracts by central offices. Theinvestigation
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 mgjority of the complaints about the District’ s contract processes. Theinvestigation
did not identify any specific examples of fraud, but did document non-compliance with School
Board rules and District policies and procedures, as well as possible violations of California and
Federa statutes. Theinvestigation also identified alack of financial or procedural accountability, and
found that District management consistently failed to properly oversee or administer the contractsor
contracting process. There also was little or no commitment to effective contract management.

Payroll Fraud

The OIG investigated an allegation regarding payroll fraud by a Playground Supervisor. The
investigation revealed that the employee attended school to obtain teaching and administrative
credentials, while intentionally reporting that time as working hours. The OIG referred the case to
District executive staff for possible administrative action.

District Policy and Ethics Code Violations

The OIG investigated an allegation that a high school teacher inappropriately touched astudent inthe
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.

Payroll Fraud

The OIG investigated an alegation that an elementary school teacher traveled to the World Cup
soccer tournament in Japan during the spring of 2002. Theinvestigation determined that the teacher
went to Japan during the World Cup while using iliness and personal necessity time. The OIG
referred the case to District executive staff for possible administrative action.
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Theft

The OIG received information that two individuals identified themselves to loca 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.

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 abeauty salonasa
licensed cosmetologist. During 2001 and 2002, the empl oyee continued to receive benefitsrelated 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’ sfirst 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.

Payroll Fraud

The OIG investigated allegations of payroll fraud by a School Administrative Assistant (“SAA™) at
an elementary school. Theinvestigation revealed that the SAA received pay for 40 hours worked,
while on vacation status, and also for 1 day when the school was closed (non-school day). The OIG
referred the case to District executive staff for possible administrative action.

Collusive Bidding

The OIG investigated an allegation of possible collusive bidding regarding the processing of donated
chicken. Theinvestigation revealed that the U.S. Department of Agriculture donated approximately
1.5 million pounds of unprocessed chicken to the District each year. The Procurement Group issued
an Invitation For Bid for vendors to process the donated chicken into various products for school
cafeterias. After receiving five bids, the Procurement Group awarded two companies contractsfor
processing the chicken products. The investigation determined that the Procurement Group
miscalculated the amount of the contracts awarded to each company. Instead of awarding the
contracts based upon the individual line items, the Group gave 25 percent of the chicken to one
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company and 75 percent to the other company. If the Procurement Group awarded the contracts

based upon thelineitemsthat were bid, the District could have had a potential savings of $627,091.

A review of the selection process was unable to substantiate that collusive bidding occurred.
Possible Contractor Fraud

The OIG investigated an all egation that the President and Chief Executive Officer of aconstruction
firm associated with a District school construction project was a convicted felon. The construction
firm was aso aleged to be the Development Manager for the project and was in a position to
influence and control the project schedule, contractor payments, and timing of the $107 million
project. Theinvestigation determined that thisindividual wasthe construction manager, oversaw the
project, and represented the Project Developer. Theinvestigation confirmed that thisindividual was
convicted of Grand Theft in 1997, and was sentenced to 180 daysinjail, placed on 3 years probation,
and was ordered to pay $90,000 in restitution. The Project Developer removed thisindividual, as
well as the related construction firm from the project.

I nsurance Consultant: Conflict of I nterest

The OIG investigated allegations that a District insurance consultant promoted unnecessary
insurance coverage and advocated an insurance company as the sole insurance provider to the
District. It wasalso alleged that the consultant had a conflict of interest with the insurance provider
and overcharged the District for servicesthat were provided. Theinvestigation did not corroborate
the conflict of interest allegation; however, it did determinethat the consultant had been working for
the District without a contract since December 31, 1999, and had received payments totaling $1.7
million from June 1998 through March 2003.

Use of Senior Facilities Executive Real Estate Consultants

The OIG investigated the process used by the Facilities Services Division to engage, oversee and
supervise the Senior Facilities Executives — Real Estate Consultants in the performance of their
activities. It was determined that Executive oversight standards employed by the Division failed to
assure an objective correlation between hoursinvoiced with performance and were not sufficient to
effectively monitor and hold the consultants accountable for their work product. In addition, there
was afailureto ensurethat paymentsfor services performed for specific projectswere paid from the
correct funding source. The OIG referred the case to District executive staff for possible
administrative action.

Former Principal: Violations of Policies

The OIG investigated allegations that a principal abused his authority and failed to follow District
policy when he used District materials and resourcesto build afabricated patio and room addition for
hispersonal use, and when he repeatedly directed automotive classesto service or repair his personal
vehicles and pay incidental fees. The OIG referred the case to the Los Angeles County District
Attorney’ s Office for possible prosecution.
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Cafeteria Vendor: Contract Fraud

The OIG investigated an allegation that a cafeteria vendor at an adult school under-reported daily
sales revenue for the purpose of short paying commissions to the school. The investigation
determined that the vendor failed to maintain complete and accurate records of all income and
receipts. Inaddition, the vendor failed to report $18,336 in cafeteriasal es, which resulted in unpaid
commissions to the school of $762. This represented a breach of the contract agreement and
potentially a violation of law. The OIG referred the case to District executive staff for possible
administrative action.

Violation of Policy

The OIG investigated an allegation that a District office held aChristmas party during working hours
at an offsite location. The investigation determined that employees were allowed to attend during
their regular work hours without taking vacation time and alcohol was served. The office
management approved the hours of the party and subsidized the purchase of thea cohol. Consultants
doing work for the office attended the party with some consultants billing the District for their time.
A review of District rules and procedures found limited guidance in the early release of employees
and consumption of alcohol at offsite events occurring during work hours. The companiesproviding
the consultant services were made aware of the inappropriate billing for the party attendance and
provided acredit to the District on their next invoice. The OIG referred the caseto District executive
staff for possible administrative action.
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MANAGEMENT AND POLICY ACTIVITIES

ORGANIZATION

The Office of Management and Policy is headed by a Deputy Inspector General and serves as the
Inspector General’s Chief of Staff and as the Acting Inspector Genera in the Inspector General’s
absence. The staff of the Office of Management and Policy consists of a special projects
administrator, an audit manager, a senior investigator, an administrative assistant and a number of
internal auditors assigned from the Office of Audits as workload dictates.

The Office of Management and Policy assists the Inspector General with managing the OIG’s
administrativeinfrastructure, including budgeting, payroll, human resources, contract monitoring and
procurement. The Office’ sstaff also conducts quick-look analyses of District officesand programs,
operations research, special reviews of District programs and operations, and follow-up reviews of
prior audits and investigations. These types of projects are key to providing District managerswith
real-time datato make moreinformed decisionsin managing their programs, officesand operations.

SIGNIFICANT SPECIAL REVIEWS

The Office of Management and Policy performsalimited number of special reviews. Thesereviews
are short-term management and program reviews that focus on issues of concern to the School
Board, Superintendent, and senior staff. They examine programs from a broader, more issue-
oriented perspective than the traditional audits conducted by the OIG. The following paragraphs
contain summaries of the significant special reviews performed during fiscal year 2003.

Ethics Program

This Review was completed at the request of the Ethics Officer. The purpose of the review wasto
assess the effectiveness of and progress made by the Ethics Office asit was currently structured and
to provide the Ethics Officer with recommendations for improvement. The review contained 26
findings and 30 recommendations. Some of the review’s findings were that the District did not
currently have an effective Ethics Program, and that the Program had not moved forward since
October 2001. Also, the goals and objectives of the Ethics Office were not well defined. Further,
personnel and funding were not sufficient to meet minimal program requirements and the Program
was at a standstill because the Board-approved Employee Code of Ethics had not yet been
implemented. In addition, there was a lack of delegation of Program responsibilities, the Ethics
Officer was given and undertook too many responsibilities, and there was the perception that the
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Ethics Officer functioned more as a “cheerleader” than as a resource to train and help employees
make ethical choices. Asaresult, District employees may not aggressively work toward creating an
ethical environment that fosters public and collegial trust, personal and institutional integrity, high
levelsof competence and accountability, aswell as apositive atmosphere characterized by integrity,
fairness, respect, and caring. (02-077)

Telecommunications Branch, I nformation Technology Division

This review found that the methods used by the Telecommunications Branch to procure
telecommuni cations services met District procurement technical standards, but inadequacies existed
with regard to cost efficiencies. Also, the equipment inventory system was neither effective nor
efficient. Further, there were inadequate internal controls over telephone billings and there was
insufficient analysis of the accuracy and appropriateness of telephone charges by the Telephone
Billing Unit, school principals and department managers. In addition, based on benchmarking with
other school districts, staffing of the Branch was generally below optimum levels. (SR 02-112)

Corporate Donationsto High School Athletic Teams

Thisreview found that although several 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. Asaresult, the District
had incomplete records to verify the appropriate management and control of these donations. The
U.S. Department of Education advised that “ private donationsto individual girls and boys' athletic
teamsare not, per se, aviolation of TitlelX”, however, theincompl ete accounting dataweakensthe
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 auditor’s follow-up on significant findings and
recommendations to determine if management has taken timely and appropriate corrective action.
Additionally, the District’s Board of Education also requested that the OIG monitor the status of
administrative or other actionstaken in response to Reportsof Investigation. Benefitsfrom audit or
investigative work are not only in the findings reported or the recommendations made, but also in
effectively implemented resolutions. Follow-up reviews determineif audit recommendations have
been implemented, reports of investigation have resulted in administrative, civil or criminal actions.

During fiscal year 2003, the OIG conducted follow-up reviews of 101 audit reports containing 393
recommendations. Of these audit recommendations, 332 (or 85 percent) wereimplemented, 10 were
no longer applicable or not resolved, and 51 had new target dates. Recommendations with new
target datesindicate that District staff is continuing to work on correcting the identified weaknesses
or deficiencies. The OIG a so conducted follow-up reviewson 117 reports of investigations. These
reviewsrevealed that administrative, civil or criminal actionsweretaken on 78, or 67 percent, of the
cases, and 39 cases remain unresolved. Actions taken include referrals to the United States
Attorney’s Office or the Los Angeles County District Attorney’ s Office resulting in convictions or
court-ordered restitutions. Action by the District included employee reassignments, suspensions,
demotions, resignations, terminations and vendor debarments. Reports unresolved indicates that
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District staff isstill considering whether administrative action iswarranted, action ispending by law
enforcement agencies or the OIG’ s follow-up is till in progress.

During the fiscal year, the Office of Management and Policy also performed a number of other
professional tasks, including:

o Conducted follow-up reviews of recommendations contained in an external assessment of the
Information Technology Division.

o Provided technical support to the OIG staff, including assistancein using statistical sampling
and data inquiry software.

o Updated the OIG Policy Manual.
o Conducted quality assurance reviews of audit and investigation reports.
o Tracked the status of audit recommendations and monetary benefits.

o Managed the OIG’ straining program.

52



ANNEXES

53



54



Audits

Date

07/01/02
08/08/02
08/23/02
08/29/02
08/29/02
09/05/02
09/10/02
09/25/02
10/11/02
10/04/02
10/04/02
10/10/02
10/25/02
10/25/02
11/04/02
11/19/02
11/22/02
12/09/02
12/23/02
12/23/02
01/07/03
01/13/03
01/17/03
01/17/03
02/07/03
02/06/03
02/10/03
02/13/03
02/18/03
02/24/03
02/24/03
02/25/03
03/05/03
03/07/03
03/11/03
03/17/03
03/28/03

04/03/03
04/22/03
04/23/03
05/15/03
05/22/03

Report

Number

OA 02-130
OA 02-131
OA 02-132
OA 02-133
OA 02-134
OA 02-135
OA 02-136
OA 02-137
OA 02-138
OA 02-139
OA 02-140
OA 02-141
OA 02-142
OA 02-143
OA 02-144
OA 02-145
OA 02-146
OA 02-147
OA 02-148
OA 02-149
OA 02-150
OA 03-151
OA 03-152
OA 03-153
OA 03-154
OA 03-155
OA 03-156
OA 03-157
OA 03-158
OA 03-159
OA 03-160
OA 03-161
OA 03-162
OA 03-163
OA 03-164
OA 03-165
OA 03-166

OA 03-167
OA 03-168
OA 03-169
OA 03-170
OA 03-171

REPORTS ISSUED

Title

Library Plans

Pre-Award Review of Parsons Brinckerhoff Construction Services Inc.

Equipment Inventory Procedures

Mentor Teacher Program

Athletics Program, Sylmar High School

Budget Adjustments

Air Quality Management District Compliance

Follow-Up Audit of Imprest Fund - Relocation Program

Attendance Accounting, Annalee Avenue Elementary School

Individualized Education Program Process

Robert E. Peary Middle School

Drug and Alcohol Testing Program

Design Unit - New Facilities

Progress Payments, Facilities Services Division

Student Body Funds, Fremont Community Adult School

School Financial Operations, Apperson Street School

School Financia Operations, Alexander Hamilton High School

Tobacco Use Prevention Education Program

Financial Operations, Thomas Jefferson High School

Financial Operations, Sun Valley Middle School

Student Body Fund, Harding Street Elementary School

Student Body & Imprest Funds, Nevada Avenue Elementary School

Warrant Distribution Process

Transportation Wet Line Fueling

Earthquake Recovery Program

Student Body Funds, Imprest Funds & Equipment, 75th Street Elementary School

Budget & Budget Procedures, Sharp Avenue Elementary School

Student Body Funds, Harbor Occupational Center

Proposition BB Bond Change Order Process

Financial Operations, Cheremoya Avenue Elementary School

Individual Education Program Due Process

Labor Compliance Program

Financial Operations, Central/TRI-C Opportunity School

Food Production and Inventory Management

Follow-up Audit of Imprest Fund - Relocation Program

Procurement Card Pilot Program

Student Body and Imprest Funds and Equipment, Abram Friedman
Occupational Center

Financial Operations, Abraham Lincoln High School

Financial Operations, Arroyo Seco Museum Magnet

Facilities Vehicles

Environmental Site Assessment

Student Body Funds, North Valley Occupational Center
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Audits

Date

05/23/03

05/29/03
06/26/03
06/26/03
06/30/03

Report
Number

OA 03-172

OA 03-173
OA 03-174
OA 03-175
OA 03-176

Contract Audits

Date

03/26/03
05/13/03
05/13/03

Report

Number

CA 03-001
CA 03-002
CA 03-003

REPORTS ISSUED

Title

Expenses of the Chanda Smith Consent Decree Office and the Administrators
Offices

Student Body and Imprest Funds, Martin Luther King Jr. Elementary School

Soda Sales Survey

Follow-Up Audit of Psychological Services

Bank Account Management

—

itl

(¢

Incurred Costs (Confidential)
Incurred Costs (Confidential)
Incurred Costs (Confidential)



REPORTS ISSUED

| nvestigations
Report
Date Number Title
07/03/02 02-060 Senior Mechanic, Child Pornography
07/08/02 02-090 Library Aide, Violation of Acceptable Use Policy for the Internet
07/09/02 02-051 Brown Act Violation
07/15/02 02-115 Disturbances in two High Schools
07/18/02 02-076 Office Manager: Payroll Fraud
07/26/02 01-141 Elementary School: Textbook Theft
07/26/02 02-074 Middle School: Payroll Irregularities
08/06/02 02-012 SAA/Time Reporter: Payroll Fraud
08/07/02 02-150 Stanford 9 Testing
08/13/02 02-079 Elementary School: Violation of Policy
08/16/02 01-154 Rental of School Facilities to Entertainment Production Companies. Violations of
Policies, Procedures, Regulations or Rules
08/21/02 02-093 Former Cafeteria Manager: Embezzlement of Funds (DA)
08/23/02 02-058 Principal: Payroll Fraud
08/26/02 02-092 Principal: Payroll Fraud
08/28/02 02-060B Heavy Bus Driver: Adult Pornography
10/10/02 00-087 Overcharging on E-Rate Y ear 1 Projects
10/11/02 02-126 Office Assistant: Payroll Fraud
10/16/02 02-054 Traveling Playground Supervisor: Payroll Fraud
10/18/02 02-197 Contractor Due Diligence
10/31/02 02-117 Teacher: Payroll Fraud
11/14/02 02-215 Contractor Due Diligence
11/14/02 02-216 Contractor Due Diligence
12/03/02 02-172 Teacher: Violation of Policy, Regulations and Rules
12/11/02 01-152 Principal: Education Code Violation, Payroll Fraud
12/16/02 02-199 SAA: Payroll Fraud
12/16/02 02-186 21% Century After School Program
12/20/02 02-111 Assistant Principal: Misuse of Property and Assets
01/13/03 02-116 Special Education Trainees: Payroll Fraud
01/13/03 02-032 Principal and Assistant Principal: Misapplication of Funds
01/14/03 PI-005 Construction of Elementary School: Possible Fraud, Unfair Bidding Practices
01/24/03 02-021 Professional Services Contracts (Facilities)
02/28/03 02-217 Development Company: Ethics Code Violation
03/07/03 02-163 Principal: Misappropriation of Funds
03/10/03 02-237 Elementary School: Ethics Policy Violation
03/18/03 02-221 Principal: Ethics Violation
03/26/03 02-167 Former Parent Center Director: Counterfeiting of School Documents
04/04/03 01-097 Use of Senior Facilities Executive Real Estate Consultants
04/07/03 02-165 Physical Outreach Program: False Documents
04/09/03 02-162 Former Principal: Violations of Policies, Procedures, Regulations or Rules
04/14/03 01-125 Eagles Academy: Embezzlement
04/18/03 03-026 Hostile Work Environment Allegations
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| nvestigations

Date

04/25/03
04/28/03
04/30/03
05/02/03
05/12/03
05/15/03
05/28/03
06/02/03
06/04/03

Report

Number

02-236
03-005
03-069
02-164
02-081
02-153
03-007
02-017
02-225

REPORTS ISSUED

Title

Procurement Services Group: Collusive Bidding
Christmas Party

Possible Contractor Fraud

Review of District Telephone Hotlines
Insurance Consultant: Conflict of Interest
Teachers: Policy Violation, Fraud

High School: Contractor Discrimination
Workers Compensation

Cafeteria Vendor: Contract Fraud



Special Reviews

Date

07/12/02
08/08/02
11/04/02
02/04/03
02/27/03
05/29/03

Other

Date

10/04/02
10/18/02
11/14/02
11/14/02

Report
Number

SR-142
02-147
02-077
SR 02-112
SR 02-113
SR 03-04

Report
Number

02-197
02-215
02-216

REPORTS ISSUED

Title

Crisis Management Preparedness

3D/International, Inc.-URS Corporation Americas, A Joint Venture
Ethics Program

Telecommunications Branch, Information Technology Division
Corporate Donations to High School Athletic Teams

Enrollment and Attendance at El Dorado Avenue School

Title

Internal Compliance Audit, Title | Program

Tutor-Saliba Corporation (Contractor Due Diligence)

Emma Corporation (Contractor Due Diligence)

Thompson Pacific Construction, Inc. (Contractor Due Diligence)

* Performed by the accounting firm of Thompson, Cobb, Bazilio & Associates, P.C.



POTENTIAL MONETARY BENEFITS

The OIG is strongly committed to identifying and reducing waste, fraud, and abuse and to pointing
out opportunitiesfor achieving greater economy, efficiency, and effectiveness of operations, which
could result in additional fundsfor use toward student achievement. By identifying and reporting the
potential monetary benefits from audits, investigations, and special reviews, the OIG gives the
District managers an additional incentive for implementing timely and effective corrective actions.

Generally, potential monetary benefits arise from recouping funds erroneoudy paid out; reducing the
need for funds by reducing computed requirements; eliminating or reducing the scope of
construction, renovation, and repair projects; terminating or reducing the scope of contracts for
material or services which exceed current requirements; substituting less costly items to satisfy
requirements; and reducing personnel and operating costs through program or consolidation, or use
of more efficient methods.

The OIG classifies potential monetary benefits into two major categories — funds put to better use
and questioned costs. Funds put to better use are recommendations or actionstaken that will result
in more efficient use of District funds. Questioned costsare primarily incurred on contracts, grants,
and other forms of cooperative agreements. This category is typically used when the OIG
recommends recoupment of funds. OIG investigations also may result in monetary benefits, such as
fines, restitutions, and recoveries.

Measuring return on investment in any one year is difficult because the work of the OIG often
involves multiyear efforts and the results recorded for asingle year are heavily dependent on work
initiated in prior years. Asaresult, the OIG established a goal to maintain a $5to $1 rolling
averagereturn on investment over a 5-year period. TheOIG’srolling averagefor the 4-year
period ended June 30, 2003 was $15.4 to $1 ($401 million potential benefits/$26 million OIG
budgets). During fiscal year 2003, the OIG, with assistance from consultants, identified
approximately $12.6 million of potential monetary benefits through its audits, investigations, and
special reviews.

Report Potential Monetary Benefits
Number Report Title Funds Put To Better Use Questioned Costs

OA 02-139  Individualized Education
Program Compliance Process $250,000

OA 02-140 Robert E. Peary Middle
School $6,048

OA 02-148  Thomas Jefferson High
School $62,698

OA 03-160 Individualized Education
Program Due Process $2,540

OA 03-163 Food Production and



Inventory Management

$654,500

Report Potential Monetary Benefits
Number Report Title Funds Put To Better Use  Questioned Costs
OA 03-166  Abram Friedman Occupational
Center $13,000
OA 03-167  Abraham Lincoln High
School $69,478
OA 03-171  North Valley Occupational
Center $13,000
OA 03-172  Chanda Smith Consent Decree $4,802
CA 03-001  Incurred Cost Audit (Confidential) $1,000,000
CA 03-002  Incurred Cost Audit (Confidential) $53,727
CA 03-003  Incurred Cost Audit (Confidential) $118,195
* Internal Compliance Audit,
Titlel $1,880,435
> Sales/Use Tax Review $491,694
$1,178,242 $3,441,875

* The OIG retained the accounting firm of Thompson, Cobb, Bazilio & Associates, P.C. to conduct
an audit of the Title | Program.

** The OIG retained the accounting firm of Deloitte & Touche LLP to conduct a sales and use tax

recovery study.

In addition to the above potential monetary benefits, confidential reportsissued by the Office of the
Investigationsidentified fines, restitutions, recoveries, and funds put to better usetotaling $7,987,094

Total Potential Monetary Benefits = $12,607,211



CHARTER
OFFICE OF THE INSPECTOR GENERAL

Purposes

The Office has two interrelated purposes.

To audit the District’s records and record-keeping systems, identify deviations from proper
business practices and recommend changes to the District’ s system of internal controls.

To detect and prevent fraudulent or unethical behavior by District employees or firms doing
business with the District, and to recommend necessary changes to the District’s policies.

Scope of Work (Office of Audits)

Prepare an annual audit plan based on an entity-wide risk assessment that considersrisksrelated
to compliance and internal control issues and District goals.

Inform District management of identified risks so preventive actions can be taken.

Working with District management and the District’ sindependent auditor, review the District’s
mechanisms of financial controls and recommend cost-effective improvements.

Develop appropriate procedures and training for audit staff.

Review attendance, time reporting and financial records as necessary.

Test whether enrollment and attendance records are correct.

Test whether the managers of student body, imprest and cafeteria funds have followed proper
procedures.

Test whether schools (including Charter and Learn schools) have maintained adequate financia
and personnel records.

Audit the District’ s systems of electronic data processing (EDP).

Perform operational reviews of District organizational units.

Test whether BB bond funds are properly accounted for.

Advise the Board of Education regarding effective methods of contracting, including the
selection process and awarding of contracts.

Test whether the District’ s records comply with grant compliance requirements.

Advisethe Board of Education regarding the appropriate level and kinds of resources needed to
carry out the audit function, improve internal controls, and detect and prevent fraud.

Scope of Work (Office of Investigations)

Develop proceduresfor theinvestigation or referral of alleged fraudulent or unethical activities.
Conduct investigations and review investigations carried out by others, to detect and prevent
waste, fraud and abuse in the District’ s programs and operations.

Identify systemic issues and systemic steps that can be taken to reduce fraudulent or unethical
activities.

Managethe District’ s Fraud Hotline. Investigate or refer allegations made viathe Fraud Hotline
and viathe Board Rule 133 process.



Protect individuals who allege misconduct from retaliation to the extent alowed by law.
Develop a Whistle Blower’ s Protection Policy for Board consideration.

Recommend remedies in situations where apparent fraudulent or unethical behavior has been
found.

Protect the due process rights of individuals and corporate entities that are accused of
wrongdoing.

Coordinate with appropriate offices and agencies when criminal activity is suspected.

Authority of the Inspector General

The Inspector General is authorized:

To audit and investigate any and all functions within the District as well as private entities that
do business with the District.

To havefull, free and unrestricted accessto al LAUSD records, reports, audits, reviews, plans,
projections, documents, files, contracts, memoranda, correspondence, data or information on
audio/video/computer tape/disk, or other materials of LAUSD.

If permitted by law, to subpoenawitnesses, administer oaths or affirmations, take testimony and
compel the production of such books, papers, records and documents as may be deemed rel evant
to any inquiry or investigation undertaken.

To hire staff or employ contract serviceswithin the scope of the budget authorized by the Board
of Education and within employment and public procurement requirements.

To share information relating to possible crimina acts with appropriate law enforcement
officials.

Qualificationsand Term of Office of the Inspector General

The Inspector General shall have knowledge and experience in the following areas:

Accounting and auditing

Investigative techniques

Criminal law, civil law, rules of evidence and expert witness matters
Management of a professional staff

The following process shall be used to fill the Inspector Genera’s position:

The Personnel Commission advertises the position and screens candidates.

The Personnel Commission presentsthreeto five candidatesto the Business, Finance, Audit and
Technology (“BFAT”) Committee or its successor(s).

The BFAT Committee presents a recommended candidate to the Board of Education.

The Board of Education shall appoint the Inspector General for athree-year term. The appoi ntment
may be renewed at the Board’ s discretion at three-year intervals.

Relationship to the Board of Education and the BFAT Committee



The Inspector General shall report to the Board of Education. He/she shall receive oversight from
the BFAT Committee. The Inspector General shall present an annual work plan for the BFAT
Committee's review and approval. He/she shall apprise Committee members of audits and
investigations in progress at least quarterly and seek their approvals and recommendations as
appropriate. The Inspector General shall keep the Board of Education and BFAT Committee fully
and currently informed concerning reports of fraud and other serious problems, abuses, and
deficiencies related to the administration of programs and operations.

The Inspector General may communicate directly with members of the BFAT Committee and/or the
Board President regarding any issuethat requirestheimmediate attention by the BFAT Committee or
the Board of Education, whether they are informative in nature or requiring direction or approval.

When it isappropriateto discuss mattersin closed session, the Inspector General may schedule such
matters for closed session discussion with the BFAT Committee or the Board of Education.

The Board of Education shall schedul e time as needed to hear concerns and recommendations of the
Office of the Inspector General and responses of District management.

The Inspector General shall submit an annual report to the Board of Education by July 31 of each
fiscal year. Thereport shall summarize the activities of the office during the preceding fiscal year.

The Board of Education and the BFAT Committee shall evauate the Inspector Genera’s
performance on an annual basis. The evaluation shall be based on the Quality Standardsfor Federal
Officesof Inspector General aswell asthe goals, strategies and performance measures contained in
the strategic plan for the Office of the Inspector General.

Each spring, the Board of Education shall establish a fiscal-year budget for the Office of the
Inspector General, taking into account the amount the Inspector General requests to perform his or
her mission and the District’ s overall financial condition. The Board of Education may modify the
OIG’ sbudget during the course of thefiscal year asconditionswarrant. The Superintendent and his
or her staff have no authority to reduce the budget of the Office of the Inspector General without an
express vote of the Board of Education.

Relationship to District Management

The Board of Education expects and encourages the Office of the Inspector Genera to be an
independent voicethat expressesits views without censorship by District management. TheOIGis
expected to develop its own annual priorities for approval by the BFAT Committee, identify
problems within LAUSD or with its vendors, and where appropriate recommend solutions. The
Board recognizes that the OIG and District management may not always agree regarding the OIG’s
priorities, analyses, or recommendations.

While fully supporting the independence of the OIG, the Board of Education also believes that
District management and the OIG are parts of a single organization with a common purpose of
improving education and using the District’s resources wisely. The Board expects the OIG and
District management to devel op and maintain arelationship that is designed to further their common
purpose. The OIG and District management are expected to meet regularly, discuss priorities, share
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information and ideas, and seek agreement where possible so that the OIG’s work can contribute
most effectively to the District’s primary objectives.

District management is responsible for the day-to-day management of District programs, which
includes establishing and maintaining effective controls to ensure that: appropriate goals and
objectives are met; resources are safeguarded; laws, regulations and policies are followed; and
reliable data are obtained, maintained and fairly disclosed. District management isalso responsible
for establishing policies and systems of internal control that discourage fraudulent or unethical
behavior.

The OIG is responsible, along with the District’s external auditors, for reviewing and testing the
District’ sinternal control structureto ensurethat resources are applied efficiently, economically and
effectively. The OIG shall keep the Superintendent fully and currently informed concerning reports
of fraud and other serious problems, abuses and deficiencies related to the administration of
programs and operations.

District management is expected to communicate its agreement or disagreement with any
recommendations made in OIG audits, and to track the implementation of recommendations with
whichit agrees. Similarly, District management isexpected to track any actionsit takesin response
to OlGinvestigations. District management isresponsiblefor reporting any allegations or evidence
of misconduct to the Inspector General and for providing full information to the staff of the Office of
the Inspector General about matters in which the Office has a legitimate interest. District
management is expected to protect employees who contact the Inspector General and/or staff of the
Office of the Inspector General from reprisal or threat of reprisal, unless the employee knowingly
gave false information or gave information with willful disregard for its truth or falsity.

Role of Other Offices

TheDistrict’s General Counsel isresponsiblefor advising the Board of Education regardingitslegal
optionsin the pursuit of remedies against employees and contractors.

The LAUSD School Police and other Police agenciesareresponsiblefor investigating alleged crimes
other than white-collar crime.

The LAUSD Office of Staff Relations is responsible for matters having to do with the District’s
labor agreements and providing advice regarding employee discipline.

The LAUSD Personnel Commission is responsible for investigating alleged violations of the
classified merit system laws and rules.

The OIG will coordinate media contacts with the District’s Director of Communications.



Know about fraud, waste or abuse?

Tdl usabout it.

Maybe you are a School District Call theHotline:
employee, or maybeyou area

privatecitizen. Either way, you (213) 241-7778
areataxpayer. or

1-866-L AUSD-OIG
Maybe you know something

about fraud, or waste, or some Writetous:
other type of abusein the School
District. Fraud Hotline Center
333 S. Beaudry Ave, 12" Floor
The Office of the I nspector General Los Angeles, CA 90017

has a hotlinefor you to call. You can
alsowriteto us.

If you wish, we will keep your Website:
identity confidential. You can www.laoig .org
remain anonymous, if you prefer.

And you are protected by law

from reprisal by your employer.




