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Dear Dr. LaVista:
The State Controller’s Office (SCO) audited the Los Angeles Community College District’s
bond construction program for the period of July 1, 2001, through December 31, 2010.
Attached is the final report of the State Controller’s Office (SCO) audit of the Los Angeles
Community College District’s (LACCD) bond construction program for the period of July 1,
2001, through December 31, 2010. On June 22, 2011, the SCO auditors held an exit conference
with your staff to present the draft report findings. We then met with you on June 24, 2011.
Your response to the draft report, dated July 14, 2011, is included as Attachment B of this report.
In your response, you disagreed with all four audit findings. Of the 12 recommendations, you
agreed with eight, disagreed with two, and did not address the two remaining recommendations.
We have reviewed your response and the voluminous documents that you provided electronically
and by courier. Our comments to items in your response are included in this report as
Attachment C. The following provides a summary of the issues in the report.
Finding 1—Use of Measure J Funds
Our report found LACCD used Measure J funds for projects and activities not on the approved
project list. Your response provided interpretations to suggest that the projects and activities
were on the list. In addition, you stated that bond counsel reviewed, and where appropriate,
revised the Project List language before it went to the voters to ensure that the district ―had the
flexibility to respond to the inevitable changes in economic, market and education requirements
that would be experienced, particularly on a building program with the duration and complexity
of the district.‖ In essence, the Project List was intentionally crafted in such way that virtually
any expenditures could be construed to be on the list. The intention appears to be a way to
circumvent control and avoid accountability. This is contrary to the purpose and intent of
Proposition 39.
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Although we disagree with your interpretations, we recognize we cannot compel you to change,
particularly since the funds in question already have been expended. Please be advised that,
under the ―School Bond Waste Prevention Action‖ section of the Strict Accountability in Local
School Construction Bond Act of 2000, any citizen who has paid an ad valorem tax on real
property within the community college district can pursue legal action against any officer of the
district for failure to use bond proceeds in accordance with legal requirements, or who willfully
failed to appoint the citizens’ oversight committee.
Finding 2—District Oversight Over Spending Practices
Based on information provided in your response, we have revised the items in this finding (page
15 of the draft report) concerning budget overrun at the South Campus. The draft report finding
was based on information supplied to us by the district. The district has included information in
their response that they failed to provide SCO during the audit. Based on this additional
information, we have revised the finding. In the process of analyzing your response, we
identified further use of Measure J funds when the college exhausted its Proposition A and AA
funding for the project. Our finding stated that, given the magnitude of its bond construction
program, it is essential for LACCD to adopt appropriate control measures to oversee and monitor
the colleges’ spending practices. In response, the district indicated that the decentralized
oversight was by design as each college is an academically self-contained, individually
accredited educational entity, and thus is responsible for maintaining and controlling costs. Even
based on this premise, the district presumably has responsibility to ensure the colleges have
adequate controls in place to identify and prevent waste, fraud, and abuse of taxpayer funds.
The district disagreed with our statement that oversight of projects by the college was lacking.
We based our statement on the following conditions noted in our report:
Use of $4.4 million in Measure J funds to complete the Mission College Culinary Arts Center
and the P.E. and Fitness Center, and $6.2 million in Measure J funds (as of November 19,
2010) to complete Trade Tech’s South Campus project. Both projects were originally funded
with Proposition A and Proposition AA bond funds. Had the voters not approved Measure J,
it is unclear how the colleges would obtain sufficient funding to complete the projects.
Lack of clarity on what constitutes ―cancelled‖ projects, which you acknowledged in your
response. While we were pursuing this issue, we were notified by BuildLACCD staff that
the definition of cancelled projects had changed. We then worked with BuildLACCD staff in
preparing the analysis to arrive at the figure of $28.3 million. Your response suggests further
clarification is needed on some of the projects. Without clear definition, it would be difficult
for the colleges to maintain control and oversight over cancelled projects.
Lack of accountability over multi-campus expenditures. Control is compromised, as all
colleges could incur expenditures for a multitude of functions and activities into a common
account that could not be accounted for on a project level. Your response acknowledged this
control deficiency.
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Finding 3—Appointment of the Inspector General
Based on the additional information you submitted, we are deleting the item under Finding 3
about the interview process for the Inspector General not being properly documented (page 29 of
the draft report). In addition, we added language to reflect that a second interview was
conducted on August 4, 2011, in the chronology of events.
Your response suggested that we should have requested the documentation from Dr. Adriana
Barrera, Deputy Chancellor, who was charged with the review and selection process for the
Inspector General. We requested this documentation from Ms. Jeanette L. Gordon, Chief
Financial Officer/Treasurer, whom you appointed as liaison for this audit. On November 15,
2010, and again on February 2, 2011, we requested ―all back-up documentation for Request for
Proposal #10-12 – Establishment of the Office Inspector General – LACCD.‖ Ms. Gordon
referred our questions to Mr. James Watson, which appeared to be logical as he is the LACCD
Contract Manager, who also served as one of the panelists for review of the proposals. From an
accountability and transparency standpoint, all contract related documents should be contained in
the LACCD’s official contract files, which is public information. The fact that Dr. Barrera or
other panel members excluded relevant documents from the official files is a matter that merits
further attention. The removal of this item in the draft does not change the essence of our
finding regarding the selection of the Inspector General. On the contrary, your response further
underscored the need for an independent investigation into the selection of the Inspector General.
The essence of our finding questioned how Policy Masters, Inc. became one of the four finalists
for interview despite the following:
The principal of Policy Masters, Inc. did not have any background or experience in
conducting audits or investigations or experience working in an Inspector General’s office.
The firm was formed shortly before the Request for Proposals was released. At the time of
the interview they still did not have any clients, employees, or office space.
Policy Masters, Inc.’s bid was the second-highest among the four firms interviewed.
Policy Masters, Inc. had the second-lowest score among the eleven bidders.
The contract manager, who also served as one of the panel members, could not provide the
criteria in the selection of bidders to be interviewed, or how the four bidders were selected
for interview.
Your response acknowledged that the panel failed to document the reasons for not considering
firms for interview, as well as the criteria for deciding those selected for interview. Yet, you
asserted that the process was not flawed because the panel, under the direction of Deputy
Chancellor Dr. Barrera, decided to disregard the established process, and instead relied on
undocumented criteria that excluded certain firms with higher scores from being interviewed.
Mr. James Watson, the contract manager and one of the panelists, could not provide the criteria
used for the selection of the firms to be interviewed, which raised further questions about the
integrity of the process. Dr. Barrera was the panel member who gave Policy Masters, Inc. the
highest mark of ―25‖ while Mr. Watson marked ―0‖ for the cost category of proposal evaluation.
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Moreover, based on the undocumented criteria provided in your response, Policy Masters, Inc.
apparently should have been excluded from interview consideration. One of the criteria for
rejecting firms was ―the firm had experience limited only to audits or to investigations, but not
both.‖ According to the documents you provided with your response, Policy Masters’ proposal
did not include any individual with investigative background, and thus should have been
disqualified. This omission was not discovered until the first interview. For the second
interview, Policy Masters, Inc. provided the name of an individual with investigation
background. Your response also minimized the importance of audit and investigation functions
in the Office of the Inspector General. Yet, in part, the first question in the first interview was:
The role of the Office of Inspector General generally falls into two categories:
a. Investigations (from whistleblower complaints and code of conduct or conflict of interest)
b. Audits (Prop. 39 performance audits, special audits and recommendations for changes to
policies and/or procedures)

In addition, the Office of Inspector General’s Mission Statement states:
Office of the Inspector General (OIG) will serve the Los Angeles Community College District by
providing timely independent and object Bond Program audits and investigations to prevent
waste, fraud, and abuse while upholding characteristics and demonstrate integrity, trust, and
communication.

Yet, as identified in our report, a majority of the hours in the Inspector General’s contract for
―basic services‖ were allocated to individuals without any audit or investigation background.
Furthermore, none of the hours were allocated to the ―Chief Investigator‖ position. You asserted
in your response that both the principal and the senior manager of Policy Masters, Inc. are
subject matter experts in audits and investigations. This assertion is not supported by any of the
documents we reviewed. In a letter dated August 12, 2010, from Dr. Barrera to you, reflecting
the interview panel’s assessment of the proposals, the panel identified audit and investigation
background of personnel in a firm that was not selected. Nowhere in the letter is it suggested
that the two individuals from Policy Masters, Inc. had any audit or investigation background and
experience. According to its website, as of July 15, 2011, and more than nine months after it
entered into the contract with LACCD, the Office of Inspector General only completed one
―financial review.‖ This was a review of the Van de Kamp Project. We reviewed the report.
The report bore little resemblance, if any, to an audit by an independent entity.
We believe the evidence presented in this report raised legitimate questions about the integrity of
the process that led to the selection of the Inspector General. It is possible that the process was
altered for valid reasons, as noted in your response. It also is possible that the process was
altered because a preselected bidder was ineligible under established procedures and new criteria
were developed to justify the selection. Given the purpose and mission of the Office of Inspector
General, maintaining integrity in fact or in appearance should be of paramount importance to the
Office. We urge you to reconsider your decision on this recommendation and initiate an
independent investigation to provide transparency and preserve the integrity of the office.
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Finding 4—Citizens Oversight Committee
The purpose of the Citizens Oversight Committee (COC) is to provide accountability and
transparency over bond expenditures. As stated in our report, which you acknowledged in your
response, there was no transparency, as the district’s COC failed for seven years to issue the
statutorily required report. The one report that was released in 2010 was virtually meaningless.
As for accountability, we reviewed the minutes of the DCOC meeting that you provided with
your response. Our review of those additional minutes found the DCOC review to be
perfunctory at best, as there is no evidence to suggest that the DCOC had engaged in robust and
meaningful discussions or questioned any of the bond expenditures.
As stated in Education Code sections 15264-15425, the COC is to ―actively‖ review and report
on the proper expenditures of taxpayers’ money for school construction and ―alert the public to
any waste or improper expenditures.‖ The fact that the District COC had met for ten years and
did not identify and/or report any waste or improper expenditures in a construction program of
this magnitude, strongly suggests that the COC review was passive, perfunctory, and ineffective.
You mentioned in your response that the DCOC recommended changes before the resolution for
public art was presented to the Board of Trustees. The resolution allows the colleges to use cost
savings for any project, up to one-half of one percent of the college’s original bond allocation, on
public art. In reviewing the meeting minutes, the DCOC recommended a technical change in the
resolution language to reflect intent of up to one-half of one percent of the bond allocation. If
the DCOC truly engaged in meaningful review activities to ensure that bond funds are properly
spent as proposed on the ballot, it should have raised questions, such as whether the college has
any unfunded project(s) within its Project List that the cost savings could be used for, or whether
the cost savings could be redirected to campus project(s) that had budget overruns. We
understand that many projects on the Project List have not been funded. As public art is not
specifically identified on any of the Project Lists, projects on the list should merit higher priority.
Observation—Expand Campus Facilities
Based on your response, we have deleted the language in the draft report (page 25) about
implementing financial standards for an auxiliary organization. The purpose and intent of this
observation was to impress upon LACCD the need to obtain reliable data and make realistic
future revenue projections, as it continues to embark on an aggressive campus expansion
program. As noted in our report, after spending approximately $86 million in public funds to
acquire and renovate the Van de Kamp site, Los Angeles City College could not use it for the
intended purpose of a satellite campus due to insufficient operating funds. Other than potential
energy savings that were not quantified, none of the officials interviewed were able to identify
how the campuses will be able to fund or absorb the cost increases. The district agreed that it has
not developed a comprehensive plan to address all the operational and maintenance costs
associated with additional facilities.
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LACCD’s response suggests it anticipates annual cost savings of $8.5 million. Even if this cost
savings estimate is achievable, the district acknowledged that it could only partially offset the
anticipated increase in maintenance and operation costs. LACCD had anticipated additional
funding from the State, which does not appear to be realistic, as acknowledged by the district’s
response. Currently, the district is underfunded by approximately $30 million for fiscal year
(FY) 2009-10 and $34 million for FY 2010-11. The district’s enrollment should continue to
grow with the additional buildings and the funding deficit will continue to increase in the
foreseeable future. We urge the district to carefully balance the anticipated cost increases against
realistic operating revenues projections and make appropriate adjustments as it continues to
expand campus facilities in order to avoid similar situations as created at the Van de Kamp site.
If you have any questions, please call Andrew Finlayson, Bureau Chief, State Agency Audits
Bureau, at (916) 324-6310, or e-mail her at afinlayson@sco.ca.gov.
Sincerely,
Original signed by
JEFFREY V. BROWNFIELD
Chief, Division of Audits
JVB:wm
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Audit Report
Executive
Summary

The State Controller’s Office (SCO) conducted an audit of the
Los Angeles Community College District’s use of funds for its bond
construction program. Proposition A, Proposition AA, and Measure J
bond proceeds were approved by the voters in the Los Angeles
Community College District (LACCD), which provided $1.245 billion,
$980 million, and $3.5 billion, respectively, in bond funds to construct,
repair, improve, expand, and upgrade facilities. In addition, LACCD
received $214 million from the State of California, including $3 million
earmarked for the Van de Kamp site, to assist the district in funding
specific capital outlay projects. As of November 19, 2010, expenditures
for Proposition A, Proposition AA, and Measure J projects were
$1,371,713,095, $902,635,272, and $476,613,084, respectively, for a
total of $2,750,961,452.
The cumulative effect of the three bond measures is an increase of
approximately $123 in annual property tax assessment for a median
household within the boundary of LACCD.
The SCO initially conducted a survey of LACCD’s use of State funding
in its bond construction program that was prompted by concerns over the
district’s use of $3 million in seed money to start a satellite campus at the
former Van de Kamp bakery site. As a result of the survey, which
revealed that approximately $214 million in State funds have been
involved in the various bond construction program projects, the SCO
decided to proceed with an audit to ensure proper accountability of
project funds.
The SCO audit was conducted pursuant to the State Controller’s audit
authority under Government Code section 12410.
The SCO audit identified the following concerns:
LACCD used Measure J bond funds for projects and activities not on
the approved list. Proposition A, Proposition AA, and Measure J were
approved under provisions of Proposition 39, which amended the
California Constitution to enable school bond measures to pass with a
55% vote majority instead of a two-thirds supermajority. LACCD
published a list of intended projects that were to be funded through
Measure J bond proceeds (see Attachment A). Based on a review of
sample transactions, we identified numerous instances where bond
funds were used on projects that were not on the list approved by the
voters and the Board of Trustees. Schedule 1 provides a list of
questionable Measure J expenditures totaling $42.64 million.
LACCD did not provide adequate oversight over the spending
practices of the colleges. Given the magnitude of the bond
construction program, it is essential that LACCD adopt appropriate
control measures to oversee and monitor the colleges’ spending
practices. We found that after bond funds were allocated among the
nine college campuses, the colleges decided how the funds were to be
used with little oversight or intervention by LACDD management,
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which potentially could lead to fraud, waste, and abuse. One issue we
found in this area is displayed in Schedule 1 which provides the
amounts of cancelled projects, by ballot measure, totaling
$28.31 million, for which the district received little or no value.
LACCD ignored its internal procurement rules and guidelines in the
selection of the Inspector General. At least in appearance, the
selection process compromised the integrity of the Inspector General
to carry out the essential functions of the office, which is to ―plan,
direct, and conduct investigations and audits designed to promote
accountability to the public and to ensure the economy, efficiency,
effectiveness, and integrity of the District’s capital funded program.‖
Oversight by the Citizens Oversight Committee (COC) was passive,
perfunctory, and ineffective. LACCD’s COC consisted of a District
Citizens’ Oversight Committee (DCOC) and, for each of the nine
colleges, College Citizens’ Oversight Committees (CCOCs). Under
Proposition 39 and the Education Code, the COC has broad authority
to review bond expenditures to ensure that funds are properly spent as
proposed on the ballot, and that no funds are spent on district or
campus salaries or operating expenses. We found no evidence that the
DCOC or the CCOC had engaged in any meaningful review of
LACCD’s bond expenditures. The formation of the DCOC and the
CCOC seems to be for appearances and failed to accomplish the
intent of providing accountability and transparency through scrutiny
by interested citizens. One issue of particular interest we found in this
area was a budget for the purchase of Public Art (see Schedule 1), in
the amount of $30 million.
In addition to the above concerns, we noted issues during the course of
our audit that may be of interest to LACCD’s management. After
spending approximately $86 million in public funds to acquire and
renovate the Van de Kamp site, Los Angeles City College determined
that it could not use the site for the intended purpose of a satellite campus
due to insufficient operating funds. Instead, the college returned the site
to LACCD, which is leasing the bulk of the campus to a charter school
for five years. Meanwhile, the colleges in LACCD are continuing with
an aggressive campus expansion program without empirical data to
demonstrate that LACCD has a viable source of revenues to operate the
expanded facilities. LACCD has indicated that cost savings efforts on
new technology and energy efficiencies will compensate for operating
costs associated with new buildings. However, LACCD was unable to
provide documentation as to the estimated amount of the projected
savings or the basis for the projections. As a result, it is unclear whether
the colleges will have sufficient funds to operate the new facilities.

Background

The Los Angeles Community College District is the largest community
college district in the United States. It serves more than 250,000 students
annually at nine colleges spread throughout 36 cities in the greater
Los Angeles area. The nine colleges are: Los Angeles City College, East
Los Angeles College, Los Angeles Harbor College, Los Angeles Mission
College, Pierce College, Los Angeles Southwest College, Los Angeles
Trade-Technical College, Los Angeles Valley College, and West
Los Angeles College.
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Proposition 39
Proposition 39 amended the California Constitution via Article XIIIA
and XVI (section 18), and the California Education Code, Part 10,
School Bonds, to provide for issuance of general obligation bonds by
school districts, community college districts, or county offices of
education. Such bonds are issued for the construction, reconstruction,
rehabilitation, or replacement of school facilities, including furnishing
and equipping of facilities, or the acquisition or lease of real property. In
addition, this proposition reduced the then-current approval requirement
from a two-thirds voter approval to a 55% voter approval, providing that:
The bond proceeds are to be used for the construction, rehabilitation,
or replacement of school facilities. The money also can be used to
acquire school sites and to furnish and equip schools. The bond
proceeds cannot be spent for any other purpose, such as teacher and
administrator salaries, or other school operating expenses.
Before holding an election, a school district or a community college
must publicize a list of its intended projects, along with certification
that it had evaluated ―safety, class size reduction, and information
technology needs‖ before preparing the list.
A school district or a community college must arrange for two
independent audits each year until the bond proceeds are spent. One
audit, a performance audit, is intended to ensure that the funds are
spent only on the specific projects listed. The other is a financial audit
of bond proceeds which is required until all of the proceeds are used.
The passage of Proposition 39 triggered accompanying legislation,
Assembly Bill (AB) 1908 (codified into Education Code sections 1526415425), that limits the amount of the bond proposal and the subsequent
increase in property taxes. AB 1908 also stipulates that, if the bond
election succeeds at the 55% voter approval level, the school district or
community college district must appoint a citizens’ oversight committee
to ―actively‖ review and report on the proper expenditure of taxpayers’
money for school construction and ―alert the public to any waste or
improper expenditures.‖
In order to achieve its goals, the COC must:
Ensure that bond funds are properly spent as proposed on the ballot,
and that no funds are spent on school district salaries or operating
expenses.
Issue reports, at least annually, on the results of its activities and make
the reports available on the Internet.
In addition, under Education Code section 15278(c), the COC may
engage in any of the following activities:
o Receive and review copies of the annual independent performance
audit report.
o Receive and review copies of the annual independent financial
audit report.
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o Inspect school facilities and grounds to ensure that bond revenues
are expended in compliance with applicable requirements.
o Review efforts by the school district or community college district
to maximize bond revenues by implementing cost-saving
measures.
Pursuant to the requirements of Proposition 39 and the Education Code, a
list of specifically approved projects was incorporated into Propositions
A/AA, and Measure J.
By law and pursuant to the voter-approved ballot measures, performance
and financial audits will be performed annually, and will have an
independent citizens’ oversight committee.
In order to implement the bond measure, LACDD formed a District
Citizens’ Oversight Committee and nine local college citizens’ oversight
committees. The panels comprise business, labor, education, student,
senior, and community leaders.
These committees are formed to ensure that bond revenues are expended
only for construction, reconstruction, rehabilitation, or replacement of
college facilities and that no bond revenues are expended for any teacher
or administrative salaries or other college operating expenses.
State Funding
LACCD applied for State funding on various projects already funded by
Proposition A, Proposition AA, and Measure J, by submitting project
proposals to the California Community College Chancellor’s Office
(CCCCO). Once proposals are approved by the CCCCO, State bond
funds are appropriated into the California state budget for the approved
projects. The 2000-2001 Budget Act appropriated $3 million to LACCD
to be used for start-up costs for a satellite campus at the former Van de
Kamp bakery site. In total, approximately $214 million in State bond
funds have been appropriated to augment the LACCD’s Bond
Construction Program projects.
Local Bond Measures
From 2001 to 2008, the voters in the LACCD approved a series of three
bond measures to expand and make improvements to LACCD campuses.
The three bond measures totaled $5.725 billion, which resulted in an
increase of approximately $123 in annual property tax assessment for a
medium household within the boundary of LACCD.
Proposition A
Proposition A was approved by the voters in 2001 for $1.245 billion.
Proposition A states, ―The Facilities Projects List proposed for financing
with the proceeds of the District’s general obligation bonds includes the
following projects to be undertaken at each of the nine colleges within
the District: acquire related furnishings and equipment for all
modernization, renovation, improvement, and/or new construction
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project components; install and/or upgrade emergency lighting, fire
alarm, and security systems throughout the campus; roadway, walkway,
grounds, parking lot, and entrance improvements; signage for safety and
public information; modernize and/or construct new restrooms campuswide; development and implementation of facilities master plans and
related requirements such as environmental impact reports and soils
testing; demolition of temporary and/or obsolete facilities; the relocation
and/or acquisition of temporary facilities during the modernization,
renovation, improvement and/or new construction of project components
as necessary to maintain educational programs in operation during
construction; and acquiring land including but not limited to contiguous
parcels, making site improvements thereon and/or constructing additional
facilities thereon, for the purpose of expanding instructional programs to
meet future educational demands of District students.‖
LACDD developed a specific list of projects by campus to be funded
with Proposition A bond proceeds, that was approved by the LACCD
Chancellor.
Proposition AA
Proposition AA was approved by voters in 2003 for $980 million.
Proposition AA states, ―The Facilities Projects List proposed for
financing or refinancing with the proceeds of the District’s general
obligation bonds includes the following projects to be undertaken at each
of the nine colleges within the District: acquire related furnishings and
equipment for all upgrades, renovation, improvement, and/or new
construction project components; install and/or upgrade emergency
lighting, fire alarm, and security systems throughout the campuses;
roadway, walkway, grounds, parking lot, and entrance improvements;
transportation and accessibility improvements; energy infrastructure
improvements; environmentally sustainable design and construction;
signage for safety and public information; renovate, conform to the
Americans with Disabilities Act and/or construct new restrooms campuswide; environmental impact reports and soils testing; demolition of
temporary and/or obsolete facilities; the relocation and/or acquisition of
temporary facilities during the construction; renovation; improvement
and/or new construction of project components as necessary to maintain
educational programs in operation during construction; restructuring
existing lease-purchase obligations of the District to lower annual
payments from the general fund and maximize amounts available for
educational and student services programs; acquiring and leasing land
and/or facilities including but not limited to contiguous parcels, making
site improvements thereon and/or constructing additional facilities
thereon, to provide administrative offices and expand instructional
programs to meet future educational demands of the District students.‖
LACCD developed a specific list of projects by campus to be funded
with Proposition AA bond proceeds, that was approved by the LACCD
Chancellor. This project list also included a list of prior Proposition A
projects needing completion.
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Measure J
Measure J was approved by the voters in 2008 for $3.5 billion. Measure J
states, ―The Facilities Projects List proposed for financing with the
proceeds of the District’s general obligation bonds includes the following
projects to be undertaken in order to reduce administrative overhead at
the District Office and at each of the nine colleges within the District:
acquire related furnishings and equipment for all modernization,
renovation, improvement, and/or new construction project components;
install and/or upgrade emergency lighting, fire alarm, and security
systems throughout all of the campuses; make roadway, walkway,
grounds, parking lots and structures, and entrance improvements; make
transportation and accessibility improvements; construct energy
infrastructure improvements; including sustainable design and
construction; upgrade of technology systems; construct and install
signage for safety and public information; modernize and/or construct
new restrooms campus-wide; develop and implement of facilities master
plans and related requirements such as environmental; impact reports and
soils testing; demolish temporary and/or obsolete facilities; undertake or
provide mitigation measures; relocate and/or acquire temporary facilities
during modernization, renovation, improvement and/or new construction
of project components as necessary to maintain educational programs in
operation during construction; restructure existing lease-purchase
obligations of the District to lower annual payments from the general
fund and maximize amounts available for educational and student
services programs; restructure debt by substitution of existing financing
for less expensive financing to maximize funds available for educational
and student services programs; acquire and lease land and/or facilities
including but not limited to contiguous parcels, make site improvements
thereon and/or construct additional facilities thereon, including
administrative offices and support areas, and expand instructional
programs to meet future educational demands of District students.‖
The district developed a specific list of projects by campus to be funded
with Measure J bond proceeds, that was approved by the LACCD
Chancellor.
Program Management Services
In August 2001, the LACCD Board of Trustees approved an award of the
contract for program management services to Daniel, Mann, Johnson &
Mendenhall and Jenkins/Gales & Martinez, Inc. (DMJM/JGM, or the
Program Manager). At the end of that contract, the program management
services were re-bid and awarded to URS (Program Management Team,
or BuildLACCD) in March 2007. The responsibilities of BuildLACCD
include, in part, the establishment of bond program policies and
procedures which include, but are not limited to, development and
maintenance of a public website for timely dissemination of information
about the bond program; the collection and dissemination of program
performance measures such as schedule, budget, and cost; Board of
Trustees approvals for bond expenses; security measures that support
implementation of the bond program; development and implementation
of uniform systems of project identification and numbering with
document control and filing; and assisting college administrators and
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campus project management firms in contracting with consultants and
contractors as necessary to successfully execute the bond program at
each campus. In addition, BuildLACCD is responsible for all bondrelated payments.
Creation of an Office of the Inspector General
In November 2009, the LACCD Board of Trustees authorized bringing
in an outside firm, Capstone Advisory Group LLC, to conduct an
organizational review of the building program. Capstone recommended
that LACCD create an Office of Inspector General and a ―whistleblower‖ program.
The LACCD Board of Trustees and Chancellor authorized the creation of
the Office of Inspector General (OIG) to ensure its capital program
funded by Proposition A, Proposition AA, and Measure J bonds is
performing with the utmost integrity and efficiency.
The Inspector General shall plan, direct, and conduct investigations
and audits designed to promote accountability to the public and to
insure the economy, efficiency, effectiveness, and integrity of the
Bond Program. The OIG is responsible for the ongoing monitoring of
the management of bond-funded projects and appropriateness of
related expenditures in compliance with Proposition 39.

In October 2010, the LACCD Board of Trustees voted to hire Policy
Masters, Inc. to implement its Office of Inspector General and whistleblower program. According to the OIG mission statement, ―The Office
of the Inspector General (OIG) will serve the Los Angeles Community
College District by providing timely independent and objective Bond
Program audits and investigations to prevent waste, fraud, and abuse
while upholding characteristics that demonstrate integrity, trust, and
communication.‖

Audit Scope and
Objectives

Our audit was conducted in accordance with generally accepted
government auditing standards. Those standards require that we plan and
perform the audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our findings and recommendations based on our
objectives. We believe the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objectives.
This audit was conducted to determine if LACCD has properly
accounted for and expended funds for the bond construction program
projects that include State funds. Given the magnitude of LACCD’s bond
construction program, it was not feasible for the SCO to conduct a fullscale audit of all bond construction projects. Thus, in addition to the
Van de Kamp (VDK) Satellite Campus project, the initial scope of our
audit was limited to a sample of two other specific bond construction
projects selected on a judgmental basis:
1. Mission College–Culinary Arts Center
2. Mission College–Health, P.E. and Fitness Center
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After we initiated the audit, we found many issues involving Van de
Kamp are in litigation, and we were only able to verify a limited amount
of information on the projects relative to State funds.
In addition, as we proceeded with our audit of the sampled project
expenditures relating to Mission College projects, we identified other
concerns that necessitated the expansion of the scope of our audit to
certain specific issues as noted below:
We noted some charges to the Measure J bond funds that appeared to
be questionable. Thus, we expanded the scope of our audit to include
a review of eligibility of all projects charged to Measure J.
In reviewing the project listing, we found numerous cancelled
projects, which required further inquiries as to the reasons for
cancellation.
Our review of the bond construction oversight also included a review
of the procurement process that led to the selection of the Inspector
General. The Office of the Inspector General was created in October
2010 to plan, direct, and conduct investigations and audits designed to
promote accountability to the public and to insure the economy,
efficiency, effectiveness, and integrity of the Bond Program.
Therefore, our audit made a determination if:
Mission College Projects
Management could adequately accumulate and segregate allocable
and allowable costs.
The College Project Manager and the Program Management Services
contractor in our sample selection adequately managed and monitored
the bond programs.
Bond proceeds were expended in accordance with the provisions of
the bond measures as approved by the voters.
Inspector General
The Inspector General was the lowest responsible bidder, whose services
were procured in accordance with LACCD’s internal policies and
procedures.
All Bond Construction Programs
Costs incurred for Measure J projects complied with the voterapproved measure.
Whether any projects were cancelled and the reasons for the project
cancellation.
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Van de Kamp
The $3 million LACCD received from the State of California for the
purpose of purchasing the Van de Kamp site was used for intended
purposes.
There was adequate planning to determine if the campus has sufficient
operating revenue to open.
LACCD is in litigation on issues involving the Van de Kamp project. As
a result, LACCD could not readily provide documentation necessary to
perform our testing. Therefore, we cannot issue an opinion regarding the
Van de Kamp project. Our office may review this project at a later date.
Additionally, we found that after expending approximately $86 million
in public funds to complete the Van de Kamp satellite campus, the site is
not being used as a campus because LACCD lacks sufficient operating
funds to maintain it as a campus. In July of 2010, the DCOC held a
special meeting at the almost-completed Van de Kamp Innovation Center
to better understand the nature of the issues being raised by the
community. The DCOC noted that questions remain on the
appropriateness of funds used to build the Innovation Center. As
LACCD is embarking on an intense effort to construct new buildings
throughout the campuses, we further reviewed LACCD’s ability to open
and operate new buildings, given current district funding issues.

Audit Methodology

In order to accomplish our audit objectives, we performed the following
procedures:
Reviewed Proposition A, Proposition AA and Measure J, and other
pertinent documents related to these bond measures.
Reviewed Proposition 39 and other pertinent state statutes related to
the issuance of bonds and use of bond proceeds.
Reviewed the audit reports prepared by LACCD’s independent
auditors pursuant to the annual financial and performance audit
requirements.
Reviewed consultants’ memos and reports related to the bond
construction program.
Reviewed the minutes of the LACCD Board of Trustees meetings.
Reviewed the minutes of the DCOC meetings.
Interviewed various officials and staff at LACCD, BuildLACCD, and
the College Project Manager at Mission College to gain an
understanding of relevant policies, procedures, and processes.
Reviewed written manuals and documents related to policies,
procedures, and processes to account for bond expenditures.
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Examined various financial records including, but not limited to,
general ledgers, journals, chart of accounts, payable journals, and
project cost records.
Reviewed and examined contracts, purchase orders, invoices, and
other related documents.
Performed tests of transactions as deemed necessary to verify the
accuracy and reliability of accounting records and reports.
Reviewed LACCD’s Request for Proposal (RFP) evaluations and
contract for the position of Inspector General. Interviewed the
Inspector General concerning personal qualifications, staff
qualifications, work plan, and professional standards to be followed
and utilized.

Conclusion

Our audit disclosed that LACCD used $42.64 million in Measure J
bond funds for projects and activities not on the approved list.
LACCD did not provide adequate oversight over the spending
practices of the colleges. This led to more than $28.3 million in
cancelled projects.
LACCD incurred more than $39.2 million in expenditures for
numerous activities that are common throughout the campuses. These
expenditures were primarily operating costs not allowable under
Proposition 39.
LACCD has spent $2.75 billion for the bond construction program to
date but has been unable to provide support for Proposition A,
Proposition AA, and Measure J ballot amounts with a district-wide
facilities master plan list that includes the associated project cost
estimates.
LACCD ignored its internal procurement rules and guidelines in the
selection of the Inspector General which—at least in appearance—
compromised the integrity of the Inspector General to carry out the
essential functions of the office.
Oversight by both the District’s Citizens Oversight Committee and
the Colleges’ Citizens Oversight Committee was passive, perfunctory,
and ineffective. This led to the Colleges’ Citizens Oversight
Committee proposing a budget for $30 million in Public Art and the
District’s Citizens Oversight Committee approving it without any
questions or discussion.
In addition, we noted that LACCD continues to expand campus
facilities without empirical data to demonstrate that it has a viable
source of revenues to operate the expanded facilities.
The SCO could not render an opinion on the Van de Kamp Satellite
Campus due to items in litigation.
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Views of
Responsible
Officials

We issued a draft audit report on June 22, 2011. Daniel J. LaVista, Ph.D.,
Chancellor, responded by letter dated July 14, 2011 (Attachment B),
disagreeing with all four audit findings. Of the twelve recommendations,
Dr. LaVista agreed with eight, disagreed with two, and did not address
the two remaining recommendations.

Restricted Use

This report is solely for the information and use of the Los Angeles
Community College District, Los Angeles Community College District
Board of Trustees, and the SCO; it is not intended to be and should not
be used by anyone other than these specified parties. This restriction is
not intended to limit distribution of this report, which is a matter of
public record.

Original signed by
JEFFREY V. BROWNFIELD
Chief, Division of Audits
August 10, 2011
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Schedule 1—

Schedule of Questioned Costs
July 1, 2001, through December 31, 2010
Project Name

Campus

Questionable Measure J Expenditures:
General Classroom Building
Campus-wide Retro Commissioning
Master Planning
Health and P.E., Fitness Center
Family and Consumer Studies Building
Child Development Center (CDC) SMART Classrooms
Swimming Pool Covering
Public Arts
Public Arts
Public Arts
Science and Math Building
Science and Math Building
Temporary Facilities–Relocation, Acquisition–Campus
New Education Building
Central Plant
San Fernando Road Street Widening
Bakery Building (Van de Kamp)
Land Acquisition
Campus Program Management–Project Management Services
Campus Program Management–Contingency
New Learning Resource Center
Trade Tech South Campus
Trade Tech South Campus
Site Improvements–Campus-wide Perimeter Fence
Subtotal

East
City
Harbor
Mission
Mission
Southwest
Southwest
Valley
Valley
Valley
West
West
West
Northeast
Northeast
Northeast
Northeast
Northeast
Northeast
Northeast
Harbor
Trade Tech
Trade Tech
Southwest

Amounts
Questioned

$

28,469
332,743
381,557
3,395,720
1,045,875
168,143
69,947
323,535
8,832
4,876
16,184,134
2,918,471
259,816
3,180,810
350,309
11,749
5,157,903
8,500
655,117
538,986
427,519
6,172,512
4,631
1,014,202
42,644,356

Cancelled Projects:
Proposition A
Proposition AA
Measure J
Subtotal

14,181,840
9,126,551
5,009,584
28,317,975

Multi-Campus Unallocated Project Costs by Category:
Program Management
Specialty Consulting
Asset Management
Subtotal

22,087,090
9,463,719
7,662,219
39,213,028

Public Art Purchases

30,000,000

Finding 2

$ 140,175,359

__________________________
2

Finding 1

Finding 2

Total
1

Reference1

See the Findings and Recommendations section.
Amount currently budgeted.
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Findings and Recommendations
FINDING 1—
LACCD used Measure J
bond funds for projects
and activities not on the
approved project list

Pursuant to Proposition 39 requirements, the Los Angeles Community
College District (LACCD) published a list of intended projects that were
to be funded through Measure J bond proceeds (see Attachment A). The
list appears to be very comprehensive and provided LACCD with
considerable discretion to use bond funds for a broad array of projects
and activities. Nevertheless, based on review of sample transactions, we
identified numerous instances where bond funds were used on projects
that were not on the list approved by the voters and the Board of
Trustees. Schedule 1 provides a list of expenditures totaling
$42.64 million determined to be questionable/ineligible Measure J
expenditures. The projects are as follows:
$427,000 in Measure J funds was used for the construction of a New
Learning Resource Center at Harbor College, which is not included in
the project list.
Measure J funds were used for budget overruns of projects approved
under Proposition A and Proposition AA. Proposition AA contains a
provision that specifically allows LACCD to use Proposition AA
bond funds for incomplete Proposition A projects. Measure J contains
no such provision. Nevertheless, LACDD used $1.045 million in
Measure J funds to complete the Mission College Culinary Arts
Center and $3.4 million to complete the Mission College Health, P.E.
and Fitness Center because the college had exhausted its
Proposition A and Proposition AA funding.
$19.4 million in Measure J funds was used for a Science and Math
building at West Los Angeles College, which was not on the
approved project list. Officials from BuildLACCD asserted that the
Measure J project list includes construction of an Allied Health/P.E.,
Recreation and Wellness Center and two Allied Health classrooms to
be contained within the Science and Math building. Under this
rationale, LACCD essentially has unlimited discretion to construct
any building simply by designating a portion of the building to an
activity on the approved project list. We believe this to be
circumvention of the purpose and intent of the requirement for an
approved project list.
The approved project list included a Technology Building at Trade
Technology Community College (Trade Tech). During our site visit,
we were informed that the campus had decided to keep technology
classes in the old technology building and, instead, use the new
building for general classrooms and teacher offices. General
classrooms and teacher offices are not on Trade Tech’s approved
project list and the estimated costs of this building are approximately
$63 million. Of the $63 million, $6.1 million of Measure J funds were
used for the completion of Trade Tech College’s South Campus
Project.
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$1.01 million was used for a perimeter fence at Southwest College,
which is not included in the list of Measure J projects.
$9.9 million was used for completing portions of the Northeast
Satellite Campus (Van de Kamp), which is not included in the list of
Measure J projects.
Recommendation
LACCD should:
Adopt policies and procedures to ensure bond proceeds are spent in
accordance with the intent of voters as specified in the bond
measures.
Clearly document, and make available to the public, its rationale or
basis for any material deviation from the project list included in the
ballot measure approved by the voters.
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Given the magnitude of the bond construction program, it is essential that
LACDD adopt appropriate control measures to oversee and monitor the
colleges’ spending practices. This will ensure prudent use of bond funds
and help in safeguarding assets. Good internal controls require the
safeguarding of assets.
In interviewing officials from LACCD and the colleges, we learned that
LACCD management typically was involved in the decision to allocate
bond funds among the colleges. However, once funds were allocated, the
colleges have considerable discretion over how the funds are to be used,
with little oversight from LACCD management. The following are issues
identified during the audit:
LACCD intervention on project budget overruns was lacking. For
example, in the aforementioned projects, where Mission College ran
out of funds for the Culinary Arts Center and the P.E. and Fitness
Center, Mission College simply used $4.4 million in Measure J funds
to complete the projects. When questioned, neither LACCD’s Chief
Financial Officer nor BuildLACCD (LACCD’s Program Manager)
seemed aware of this practice. Had the voters not approved
Measure J, it is unclear how the college would have obtained
sufficient funds to complete this project.
Another example is the South Campus project at Trade Technology
Community College (Trade Tech), which is the second-largest
construction venture for LACCD’s Proposition A and Proposition AA
Bond Construction Program. Two media releases were issued related
to this project, one describing contract awards for $77.8 million while
another described $126 million. According to LACCD, the
$77.8 million was the original construction contract award, whereas
the $126 million included land acquisition, construction and design
costs. Yet, according to its website ―Dashboard,‖ Trade Tech actually
budgeted $146.6 million for the project and incurred $139 million in
expenditures as of May 2011, or $13 million above the original
estimate. The college apparently exhausted all Proposition A/AA
bond funds allocated to the project and had to resort to using
Measure J funds to complete the project. According to its ―Fixed
Asset Spreadsheet,‖ the college allocated $11.5 million in Measure J
funds to this project, of which $6.2 million had been spent as of
November 19, 2010.
Oversight over projects cancelled by the colleges was lacking. In a
review of project expenditures, we found the college campuses
cancelled numerous projects after incurring substantial expenditures
during the design or construction phase of the projects. The reasons
for the cancellations were not documented. In reviewing the list of
cancelled projects with staff from LACCD and its Program
Management Team, BuildLACCD, neither LACCD nor BuildLACCD
could explain why these projects were cancelled or what, if any, value
was received, which raised further questions about LACCD’s
oversight effort of the projects. Our review found that, had LACCD
exerted proper oversight over the college campuses’ spending
practices, unnecessary costs could have been avoided. For example,
the Student Admissions Center project at City College was cancelled
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because of budget issues, after $921,548 had been incurred during the
pre-design and programming phase. The Renewable Energy at
Southwest College panel installation project on Parking Lot 1 was
cancelled with no benefit received, after expending $2,231,934. The
cancellation of this project was for two reasons:
1. The campus reassessed its master plan with the passage of
Measure J.
2. The campus determined that its one megawatt limit was already
being met. Therefore, the project was cancelled and the district
did not receive any benefit from the more than $2.2 million
already expended.
In total, the cancelled projects consisted of $28.3 million in
expenditures from the following ballot measures:
Proposition A
Proposition AA
Measure J

$ 14,181,840
9,126,551
5,009,584

Total

$ 28,317,975

Accountability among the college campuses for expenses incurred
under ―multi-campus: cost categories‖ was lacking. Under Measure J,
the colleges collectively incurred more than $39.2 million in
expenditures for numerous activities that are common throughout the
campuses. We identified the following cost categories to be primarily
operating expenses and thus are not allowable expenditures under any
of the Proposition 39 bond measures:
Multi-Campus Unallocated Project Costs by Category
Category
Amount

Program Management
Specialty Consulting
Asset Management

$ 22,087,090
9,463,719
7,662,219

Total

$ 39,213,028

We found ―Program Management‖ to be related to LACCD’s costs
for accounting and invoice processing of bond funds which typically
is an operating expense, and therefore, is an unallowable category
under Measure J.
―Specialty Consulting‖ included miscellaneous expenditures that do
not fit into any other another cost category which appear to be
ongoing operating costs of LACCD for contracted amounts such as:
Copying and binding services
$2,000,000
Public relations, conducting facility tours, coordinating
project special events such as project completions and
administrative support for the bond program
$1,517,624
Photography of campus construction and public relations
events as well as maintaining the photo library for the
BuildLACCD website (LACCD’s website for
construction projects that gives information to
contractors and the public)
$1,500,000
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Data gathering for LACCD’s Schedule Maintenance
and Space Inventory
Developing manuals and other items for the
BuildLACCD website
Operational audit/review which only resulted in a memo
for the public
Marketing and communication services related to the
BuildLACCD website
Public Outreach and Public Relations
Purchasing transit passes for students attending
campuses that had ongoing projects and impacted
parking

$1,375,000
$ 750,000
$ 175,624
$ 400,000
$ 156,000

$ 566,742

―Asset Management‖ involved the costs of tagging equipment which
typically is treated as an operating expense, and therefore, is ineligible
under Measure J.
As a requirement of Proposition 39, each ballot initiative—
Proposition A, Proposition AA, and Measure J—is required to develop a
list of intended projects. LACCD indicated that in the planning out for
each of the bond measures, these project lists were costed out to
approximate the amount of the bond measure. These master plans were
to provide the basis for the ballot measures that were to be voted on by
the people of Los Angeles County. However, after numerous requests,
LACCD could not provide a facilities master plan for any of the ballot
measures.
The absence of a district-wide master plan is a significant internal control
deficiency that could result in inappropriate or wasteful spending
practice among the college campuses. As noted previously, once bond
funds are allocated, each college campus has considerable discretion over
how funds are to be spent, with minimal oversight from LACCD.
Without the original Facilities Master Plan documents and cost estimates
to provide overall parameters for use of bond funds, it is even more
difficult to hold the college campuses accountable To date, LACCD
spent approximately $2.75 billion in bond funds under a flawed
planning/budgeting process that lacks accountability and led to the
questionable use of funds such as those described in the previous
findings. It is imperative that the LACCD take appropriate actions to
install proper control and oversight governing the use of the remaining
$3 billion in bond funds.
Recommendation
In order to properly safeguard LACCD’s assets and provide taxpayers
reasonable assurances on the appropriateness of Proposition 39 bond
expenditures, LACCD should:
Develop a Facilities Master Plan with associated costs that are
documented and available to the public.
Suspend use of any unobligated bond funds until a Master Plan is
fully developed and approved.
Establish a process to closely monitor the college campuses’ spending
practices by using an approved district-wide Facilities Master Plan.
-17-

Los Angeles Community College District

FINDING 3—
LACCD ignored its
internal procurement
rules and guidelines in
the selection of the
Inspector General which,
at least in appearance,
compromised the
integrity of the Inspector
General to carry out the
essential functions of the
office

Proposition A/AA and Measure J Bond Expenditures

The following is a chronology of events relative to the creation of the
Office of Inspector General (OIG) and the selection of the contractor for
the OIG function:
In November 2009, LACCD retained the Capstone Advisory Group,
LLC (Capstone Group) to conduct an organization review of the
building program. In a memorandum dated March 10, 2010, the
Capstone Group made a series of recommendations, one of which was
to create an OIG for the Bond Construction Program.
On March 10, 2010, the Board of Trustees adopted a resolution
calling for the establishment of the OIG.
On April 26, 2010, LACCD issued Request for Proposal (RFP)
#10-12 to ―solicit offers from a qualified and interested individual or
firm or joint venture to provide those services required to plan, direct,
and conduct investigations and audits designed to promote
accountability to the public and to ensure the economy, efficiency,
effectiveness, and integrity of the District’s capital funded program.‖
On May 14, 2010, a panel of four LACCD officials reviewed and
evaluated the proposals. Each of the panel members prepared a score
sheet by assigning a numerical score for each bidder in five different
categories including qualifications, staffing, work plan, fees, and
miscellaneous. The highest possible score was 100 points.
On May 20, 2010, the panel of LACCD officials interviewed four of
the bidders.
On August 4, 2010, the same panel conducted a second interview of
the same four bidders.
On October 6, 2010, the Board of Trustees approved a five-year
contract, covering the period of October 7, 2010, through October 6,
2015, with Policy Masters, Inc. to carry out the functions of OIG. The
contract is for $701,680 for ―basic services.‖ The contractor may bill
for ―additional services‖ upon approval by LACCD.
On January 12, 2011, the Board of Trustees adopted Board Rule
17300 defining the authority and responsiblities of the OIG.
LACCD’s Business Operations Policies and Procedures (PP-04-08)
includes a policy for procurement of special and professional services.
The inspector general procurement falls under this policy. This policy
requires that the RFP specify the professional standards to be followed
and that the evaluation criteria should utilize qualitatively objective
standards for determining whether a vendor should be selected. It also
states that ―the proposal receiving the highest score will be deemed the
offer most advantageous to the District and be recommended for contract
award.‖
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We found that LACCD ignored its internal guidelines and procedures in
procuring the position of Inspector General. The selected bidder had the
lowest score amoung the four bidders interviewed and the second lowest
score among the 11 bidders that were reviewed. In addition, Policy
Masters, Inc. exceeded the lowest cost proposal from an international
auditing firm by about $250,000, or more than 50%, annually.
Specifically, we identified the following discrepancies:
The RFP failed to identify the professional standards to be followed,
without which the evaluators could not determine whether the bidder
qualified for the position.
LACCD disregarded qualitative measures and objective standards
under the RFP process. LACCD established an evaluation team and
each team member was to rate each bidder on a score sheet. We
reviewed the score sheets and found numerous errors and
inconsistencies. Specifically, we found the following:
o Some score sheets were incomplete.
o Some score sheets had inaccurate tallying.
o The four scores from evaluators were not combined to determine a
final score for each bidder.
o Some of the evaluators ratings were inconsistent. One evaluator
marked a ―0‖ for cost while another gave the highest mark of ―25‖
for the same bidder.
Moreover, LACCD apparently ignored the score sheets in
determining which of the bidders were to be interviewed. Of the
eleven bidders, four were selected for interview. We found the four
bidders with the highest scores of 75, 74, 73.5, and 70 were not
selected for interview. Meanwhile, among the five bidders with the
lowest scores, four bidders with scores of 59, 56, 55.5, and 44.35 were
selected for interview with no documentation or explanation for their
selection. We questioned the Contracts and Purchasing Manager of
LACCD, who could not provide the criteria in the selection of bidders
to be interviewed or how the four bidders were selected for
interviews.
In addition, we question the qualifications of the Inspector General to
carry out the essential functions of the office. Principles and Standards of
the Association of Inspectors General (standards) lists the qualifications
needed to be an inspector general (IG):
either
IG must attain and maintain appropriate professional licensure and
certification and have knowledge of IG statutory requirements and
applicable directives, rules, and regulations.
IG must have demonstrated experience in accounting, auditing, law,
investigations or criminal justice administration.
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IG should hold at appointment, or be required to obtain within a
certain time after appointment, certification as a Certified Inspector
General.
IG must currently serve or have served as a senior-level staff member
in an inspector general’s office.
IG must have a Bachelor’s degree from an accredited college or
university.
IG must have ten years of public sector experience performing or
managing audits, investigations, or directly related legal functions.
IG must have at least three years experience as a senior-level staff
member in an inspector general’s office managing and overseeing
audits or investigations.
or
IG must currently serve or have served as a senior-level staff
member in an inspector general’s office.
IG must have earned a graduate degree in Public Administration,
Law, or a related field from an accredited college or university.
IG must have seven years of public sector experience performing or
managing audits, investigations, or directly related legal functions.
IG must have at least three years experience as a senior-level staff
member in an inspector general’s office managing and overseeing
audits or investigations.
Our review found that:
Policy Masters, Inc. was formed as a company in January 2010,
shortly before the RFP was released in April 2010. The firm did not
have any clients prior to its contract with LACCD.
Prior to contracting with LACCD, Policy Masters, Inc. consisted solely
of one individual, who did not have any background or experience in
conducting audits or investigations or experience working in an Inspector
General’s office. In its proposal, Policy Masters, Inc. included resumes
of numerous individuals, some with background and experience in
conducting audits and investigations. However, none of the individuals
had a formal relationship with Policy Masters, Inc. until after the contract
with LACCD had been executed.
We have discussed our concerns with management of LACCD. In a letter
dated March 18, 2011, the Chancellor of LACCD stated that:
The qualifications and skills for an Inspector General are inherently
tied to the purpose of the establishment of the office and, given the
goal of review of capital construction program, it is appropriate to
select someone with strong construction experience to assume the
leadership role.
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Recognizing the different activities of the OIG, the Inspector General
will assign different staff members for particular project.
Under standards, qualifications relate to the collective knowledge,
skills, and experience of the OIG and not necessary to any one staff
member.

Upon further review, we question the qualifications of the Inspector
General to carry out the essential duties of the office for the following
reasons:
Under Exhibit 1–Scope of Work of the LACCD’s contract with Policy
Masters, Inc., an overwhelming portion of work is either conducting
audits, investigations, or related activities. The principal of Policy
Masters, Inc. had no audit or investigation experience. Furthermore,
there is no indication in Policy Masters, Inc.’s proposal that the
principal has had any experience in directing and supervising others in
completing audit or investigation projects.
Under Exhibit B–Schedule of Payments, Policy Masters, Inc. is to be
reimbursed in accordance with the following hourly rates for
performing ―basic services‖:
Position

Inspector General
Senior Manager
Senior Auditor/Project Manager
Auditor/Whistleblower Manager
Administrative Support

Hourly
Billing Rate

$150
$125
$100
$75
$30

Estimated
Hours

Annual
Total

1,900
1,040
1,200
1,800

$277,500
$130,000
$105,000
$120,000

Excluding the Whistleblower Manager and the administrative
position, Policy Masters, Inc. allocated a total of 4,140 hours for
―basic services.‖ Approximately 46% (1,900 of 4,140) of the hours
were allocated to the Inspector General who has no audit or
investigation experience. In addition, in reviewing the staff resumes,
an unspecified portion of the hours allocated to the Senior Manager’s
position is for an individual with no audit or investigation experience.
As previously noted, an overwhelming portion of the work of the OIG
consists of audits, investigations, and related activities. With fewer
than 50% of the hours allocated to individuals with audit or
investigation experience, we question the OIG’s ability to
―collectively‖ meet the qualification standards.
Under Exhibit A–Scope of Work, contracting process and bidding
process are identified as priority audits by the Inspector General for FY
2010-11. The fact that the Inspector General, whose qualification is
questionable and may have been selected through a flawed bidding
process, raised questions, at least in appearance, about the ability of the
OIG to carry out these functions. These circumstances led to questions
about possible malfeasance in the selection of the Inspector General.
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Recommendation
The LACCD Board of Trustees and the LACCD Chancellor should:
Adopt control measures to ensure procurement of special and
professional services by fully complying with internal rules and
guidelines.
Develop documentation requirements for the evaluation and selection
of bidders.
Adopt other measures to provide transparancy and accountability in
procurement of special and professional services as well as for other
services.
Request an independent investigation into the process and
circumstances that led to the selection of the Inspector General and
take appropriate administrative or legal actions.
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In accordance with AB 1908 (codified into Education Code sections
15264 through 15425), LACCD’s COC consisted of a District Citizens’
Oversight Committee (DCOC) and, for each of the nine colleges, a
College Citizens’ Oversight Committee (CCOC). The committees
comprise business, labor, education, student, senior, and community
leaders to ensure that ―bond revenues are expended only for construction,
reconstruction, rehabilitation, or replacement of college facilities and that
no bond revenues are expended for any teacher or administrative salaries
or other college operating expenses.‖
Under Proposition 39 and the Education Code, the citizens oversight
committees have broad authority to review bond expenditures to ensure
that funds are properly spent as proposed on the ballot, and that no funds
are spent on district or campus salaries or operating expenses. In
addition, AB 1908 stipulates, in part, ―[the] community college district
must appoint a Citizens Oversight Committee (COC) to actively review
and report on the proper expenditure of taxpayers’ money for school
construction and alert the public to any waste or improper expenditures.‖
We found that neither the DCOC nor the CCOC engaged in any
meaningful review of bond expenditures. Specifically we found the
following:
Neither the DCOC nor the CCOC complied with the Education
Code’s annual reporting requirement. For transparency and
accountability, Education Code 15280 provides that the COC must
issue reports, at least annually, on the results of its activities, and
make the reports available on Internet. We found that none of the nine
CCOCs issued any annual report since their formation in 2001. For
the DCOC, the committee apparently had not issued the required
annual report since 2003. It issued an undated report that covered the
period of 2003 to 2010, which stated:
This is the second formal report of Propositions A/AA and
Measure J by the Citizens’ Oversight Committee since its
formation in June 2001. It is the intent of the District Citizens’
Oversight Committee (DCOC) to issue reports annually, consistent
with the requirements of Proposition 39.

Contrary to the requirements of AB 1908, the DCOC report provided
no evidence to demonstrate that the committee had ―actively‖
reviewed the bond expenditures. The report appeared to be a publicity
document produced by the district rather than a report by an
independent entity to account for its oversight activities and present
its findings and conclusions.
The oversight activities of the CCOC appear to be perfunctory at best.
We reviewed the minutes of Mission College and the Los Angeles
Technical Trade Colleges CCOC and found no documented
deliberation regarding the colleges’ expenditure proposals.
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o For example, the minutes of the DCOC meeting of May 15, 2009,
contained a discussion to procure public art. Previously, the Board
of Trustees did not wish to expend bond funds on public art. At
this meeting, it was noted that the Board of Trustees would ―now
like to move forward with a $30 million project to purchase public
art‖ and the DCOC members did not question the proposed
expenditure. As acquisition of public art is not included on the
listing of voter-approved projects, we do not believe this is an
appropriate expenditure under Measure J.
Los Angeles Technical Trade College (Trade Tech) was approved to
complete two buildings, one for Technology classrooms (66,228
square feet) and one for Student Services (56,302 square feet) for
$77.8 million. The final cost of the project was $126 million. This
amount exceeded the approved budget by $48.2 million (62%). A
review of Trade Tech’s CCOC meeting minutes did not reflect any
discussion of what caused the budget overrun, including such things
as who was responsible for the overrun, and possible alternatives or
measures to be taken to prevent reoccurrences in the future. The
CCOC is responsible for ensuring that the bond moneys are spent as
intended. Although the bylaws state that notices and agendas
regarding the Trade Tech COC shall be posted in the same location as
the location where notices and agendas regarding the College
Academic Senate and LACCD Board of Trustees meetings are posted,
only three months worth of minutes are posted on the website.
Recommendation
We recommend that:
The Board of Trustees review the College Citizens Oversight
Committee and District Citizens Oversight Committee bylaws to
ensure compliance with statutory requirements, and verify that the
committees are using their authority and responsibility diligently, as
well as have appropriate bylaws that allow them this authority and
responsibility. In addition, the CCOC should ensure that bond moneys
are spent appropriately.
The Legislature should adopt legislation to improve accountability
and transparency over the use of bond funds by more clearly
delineating the role and responsibilities of the citizens’ oversight
committees and provide the committees greater independence from
the colleges’ governing bodies.
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OBSERVATION—
LACCD continues to
expand campus facilities
without empirical data
to demonstrate it has a
viable source of
revenues to operate the
expanded facilities
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After spending approximately $86 million in public funds to acquire and
renovate the Van de Kamp site, Los Angeles City College determined
that it could not use it for the intended purpose of a satellite campus due
to insufficient operating funds. Instead, City College returned the site to
LACCD, which is leasing the bulk of the campus to a charter school for
five years. Meanwhile, as ample Measure J bond funds are available, the
colleges in LACCD appear to be continuing to pursue an aggressive
campus expansion program. It is unclear whether the colleges will have
sufficient funds to operate the new facilities.
The Chancellor’s Office has Procedures and Standing Orders for the
Board of Governors, dated January 2010. The section on accounting and
reporting requires the Board of Governors to ―Implement financial
standards which will assure the fiscal viability of the auxiliary. Such
standards should include proper provision for the professional
management, adequate working capital, and adequate reserve funds for
current operations, capital replacements, contingencies, and adequate
provisions for new business requirement.‖
It is unclear as to what action the district has undertaken to implement
the financial standards. We interviewed LACCD’s Deputy Chancellor;
the Director of Facilities, Planning and Development; the Chief Financial
Officer; and various campus management staff regarding operating funds
to support new bond construction. None of officials interviewed were
able to identify the process by which each campus plans for and ensures
they have sufficient operating funds for new bond construction projects.
LACCD has indicated that cost savings efforts on new technology and
energy efficiencies will compensate for operating costs associated with
new buildings. However, LACCD was unable to provide documentation
as to the estimated amount of the projected savings or the basis for the
projections.
In addition, Mission College’s Culinary Arts Center was slated to open in
February 2011 for the new semester. Even though the building is
complete, fully furnished, and has been turned over to the college, it is
not in use and is sitting vacant. These types of situations may continue to
occur and multiply as LACCD continues to build while enrollment is
growing, without full reimbursement for their full-time equivalent
students, and State funding is decreasing.
Recommendation
LACCD should develop formal policies and procedures for accounting
for operating costs, including staffing, for new construction. In addition,
they should document projected savings due to energy efficiencies and
determine if this is sufficient to cover additional operating costs.
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Attachment B—

Los Angeles Community College District’s
Response to Draft Audit Report
Due to the voluminous nature of the attachments included with the district’s response
(as listed on its Appendix A), we have not included the attachments here.
The full text of the district’s response, including all of the attachments is available upon request.
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Attachment C—

SCO’s Comments to Los Angeles Community
College District’s Response
1. In essence, the project lists were crafted in such way that virtually any expenditure could be construed
to be on the list to circumvent control and accountability. This is contrary to the purpose and intent of
Proposition 39.
Following are examples of how the project lists and accompanying language are constructed in such a
way that any expenditure could be a bond expenditure.
The Health and P.E., Fitness Center at Mission College was a Proposition A/AA project inclusive of
all cost components. However, since the LACCD ran out of funding for this project, they are trying to
justify and rationalize the usage of Measure J funds in the amount of $3.4 million for the purchase of
Furniture, Fixtures, and Equipment (FFE) and Program Management. Even though Measure J has a
generic FFE component, it is evident that the expenditure of these funds was not intended for projects
that Propositions A/AA were supposed to fund in their entirety. Further, as the LACCD states, in its
response, that Measure J allows for generic FFE purchases for the ―modernization, renovation,
improvement and/or new construction projects components.‖ This project was six years old when
Measure J passed. Measure J FFE expenditures were not intended to be for previous projects under
the older propositions. Furthermore, this not only indicates the misuse of bond funds but a lack of
proper planning and oversight as illustrated in Findings 2 and 4.
Another example of the LACCD’s lack of oversight of its spending is in the category of ―Specialty
Consulting.‖ This item was identified during our review of ―multi–campus‖ costs. These are costs
that are spread out amongst the colleges but should also be allocated to a project. The SCO found that
the integrated accounting system over the life of the ten-year project has never been able to allocate
these costs to a specific project. In reviewing the makeup of these costs, we came upon the category
of ―Specialty Consulting.‖ The SCO identified several vendors and their associated invoices totaling
over $7 million for copying services, transit passes, public relations, and software for the LACCD’s
website. These costs are clearly not the intention of Proposition A/AA and Measure J, and should not
have been charged to the bond fund.
2. The district acknowledged that the definition about ―cancelled‖ projects lacks clarity. When we
discussed this matter with BuildLACCD staff during the course of our audit, we were informed that
the definition had been changed. We prepared our analysis based on the revised definition, to reach
the figure of $28.3 million. The LACCD’s response indicates more changes or a different
interpretation are needed. In absence of clear definition, it would be difficult for colleges to maintain
proper control and oversight over cancelled projects.
3. According to its ―Fixed Asset Spreadsheet,‖ the college allocated $11.5 million in Measure J
funds to the South Campus (Trade Tech) project, of which $6.2 million had been spent as of
November 19, 2010.
Trade Tech’s South Campus project (a Proposition A/AA project) helps demonstrate the LACCD’s
inappropriate use of Measure J bond funds. The LACCD states that there are no cost overruns or use
of Measure J funds on this project. To ensure our findings were accurate, the SCO revisited this issue.
A subsequent review of Trade Tech’s Dashboard reports submitted to the public via their website as
well as the LACCD’s ―Fixed Asset Spreadsheet,‖ which tracks bond and project expenditures, noted
that the LACCD had inappropriately utilized Measure J funds for this project.

Attachment C, page 1 of 2

Los Angeles Community College District

Proposition A/AA and Measure J Bond Expenditures

The LACCD’s Dashboard report has Trade Tech budgeted for $11.5 million of Measure J funds on
this project. In addition, the LACCD’s fixed asset report indicates that it used $6.2 million of
Measure J funds on this project. A further review by the SCO disclosed that the actual Measure J
funds used were to purchase land to construct a parking facility at East Campus and have been
inappropriately expended to the South Campus project. Therefore, the SCO concludes that the
LACCD and Trade Tech College should not have:
Budgeted Measure J funds towards a Proposition A/AA project;
Expended Measure J funds on a Proposition A/AA project; and
Purchased additional land to construct a parking structure at East Campus and try to justify the
expense under the South Campus project even though it was not on the project list.
4. This finding has been modified to reflect the district’s comment and additional information provided.
5. We have repeatedly requested this data from LACCD’s CFO and Executive Director of Facilities
Planning and Development, LACCD accounting staff, and BuildLACCD’s staff. Some indicated this
information is available but have not provided it. This is the first time the requested information has
been provided.
6. We contacted the Contract Manager on the advice of the Chief Financial Officer/Treasurer, who was
appointed as our liaison for the audit. In addition, on two occasions, we formally requested from the
district ―all back-up documentation for Request for proposal #10-12 – Establishment of the Office of
Inspector General – LACCD.‖
7. These criteria were not listed in any of the documents reviewed or included in the contract file.
Moreover, the Contract Manager, who also served as a panel member, professed no knowledge of
these undocumented criteria.
8. This item has been deleted as a result of additional information and documentation provided by
LACCD.
9. This assertion is not supported in any of the documents provided by LACCD.
10. These measures suggest LACCD management has reasons to be concerned about adequacy of control
and accountability in the bond construction program.
11. We reviewed the additional meeting minutes submitted with the LACCD’s response and found no
evidence to suggest the committee had engaged in robust or meaningful discussion or questioned any
of the bond expenditures.
12. The recommended change is a technical clarification to reflect the intent of up to one-half of one
percent of the college’s original bond allocation.
13. The LACCD states that its intention is to provide for the increased costs associated with the new
construction through other cost savings measures. However, the LACCD was unable to identify the
process by which each campus plans for and ensure that it has sufficient operating funds for new bond
construction projects.
With respect the LACCD’s continuance of an aggressive building program, we note that the LACCD
is in danger of committing millions of additional capital costs to a multitude of projects that may not
have sufficient operating revenues to operate.
This was initially evidenced in our review the LACCD’s decision to renovate the Van de Kamp
bakery. To date, the LACCD has expended in excess of $86 million to the Van de Kamp campus;
LACCD has yet to get it operational as a satellite campus.
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