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EXECUTIVE SUMMARY

Under the authority of the Los Angeles County Sheriff’'s Department (LASD or the
Department) Executives, the Audit and Accountability Bureau (AAB) conducted an audit of
the Inmate Welfare Fund (IWF) at the request of the Financial Programs Bureau (FPB).
This audit was conducted to satisfy the recommendation noted by the Los Angeles County
Auditor-Controller (A-C) specific to the Management Monitoring of Internal Controls. The A-
C recommended the Department should develop self-monitoring processes to regularly
monitor and document that processes and controls are working as intended. Below is the
recommendation stated in the A-C’s Inmate Welfare Fund Process Review report dated
April 22, 2021:

Issue No. 5 - Management Monitoring of Internal Controls
Sheriff management develop ongoing self-monitoring processes that include:

a) Examination of process and control activities, such as review of an adequate
number of transactions on a regular basis to ensure adherence to established
procedures and internal controls, County rules, and best practices.

b) Documenting the monitoring activity and retaining evidence so it can be
subsequently validated.

¢) Elevating material exceptions to management on a timely basis to ensure
awareness of relative control risk, and to ensure appropriate corrective actions are
implemented.

In addition, this audit was conducted to provide guidance to the Department in developing a
tool to self-monitor its internal controls as required by the County Fiscal Manual (CFM),
Section 1.0.2, Management’s Ownership for Internal Control, which states "...department
management has the primary responsibility for designing, implementing, and maintaining a
system of preventive and defective internal controls...” and "...departmental managers
must provide ongoing monitoring and oversight over all internal control processes to help
ensure they are designed appropriately and operating as intended..”
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The scope of this audit was to examine the IWF policies and desktop procedures, as well
as the IWF processes and controls by the following responsible parties (process owners'):

e Facilities Services Bureau (FSB), which uses IWF revenue to purchase
materials and supplies for maintenance and improvements within jail facilities.

e Inmate Services Bureau (ISB), which is responsible for procuring various
goods and services for the inmate programs financed by the IWF.

e Financial Program Bureau - Special Funds Accounting Unit (SFA), which
tracks the profit-sharing revenue deposited to the IWF and manages the
expenditure budgets from FSB and ISB.

The specific objectives of this audit were as follows:

A. Evaluation of IWF policies and procedures - To determine if the process
owners’ existing policies and desktop procedures regarding IWF conformed to
the Los Angeles County Fiscal Manual and Department policies.

B. Evaluation of IWF processes and controls - To identify existing IWF processes
and controls, and to evaluate the effectiveness, efficiency, and accountability of
process owners on operations and functions relating to the IWF, such as the
procurement and purchasing process, funding approval process and expenditure
control and monitoring process.

To accomplish these audit objectives, AAB performed the following procedures:

e Reviewed and evaluated existing IWF policies and desktop procedures.

e Conducted interviews and walkthroughs with process owners to identify IWF
processes and controls.

e Reviewed IWF expenditure transactions for the month of June 2023.

T A process owner is a person or team that is responsible for a specific process within an organization. They are
accountable for the design, implementation, monitoring, and continuous improvement of the process, ensuring it

operates seamlessly and delivers the expected results.
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A summary of the audit findings that resulted from the evaluation of IWF policies and
desktop procedures, and IWF processes and controls, can be found in the tables below:

Finding Process

A. Examination of IWF Policies and Procedures Findings

IWF Policies and Procedures

Finding

[\[e} Owner
There was an inconsistency regarding the
1 FSB Purchase Requisition Instruction required number of approval signatures in this
Manual (February 2023 revised) policy with the required approval signatures
stated in FSB’s unit order.
There was an inconsistency regarding the
Unit Order 2023-01 Compliance required number of approval signatures in this
2 FSB with Inmate Welfare Fund unit order with the required approval signatures
Guidelines (March 2023) stated in Purchase Requisition Instruction
Manual.
The policy does not provide the complete
workflow of ISB’s procurement process
specifically relating to the review/approval
3 ISB I(gzplit’;(rfgjéfr;gzrg)ﬁocess process. Also, the policy does not include the
updated Sole Source/Brand Specific
Justification form which was revised in May
2023.
The policy serves as a duty statement
Business Management Unit explaining the general roles and
4 ISB Handbook for Accountant IlI responsibilities of the Accountant Ill and does
(October 2023) not provide detailed guidance for the other
procurement roles.
The policy does not define or mention the
process owner’s role for Purchase Requisitions
Special Funds Accounting (PRs) that are submitted in MAXIMO Asset
5 SFA Procurement & Funding Approval Management System, an expense tracking
Process (July 2015) system used by FSB to manage the
purchasing process of materials and supplies
needed for jail maintenance
The policy does not define the different roles of
Procedure for Tracking the Inmate the process ow(;wers az_it rell\%lezzs to apzl_'oving,
6 SFA Welfare Fund Allocated Budget and _?_Loces?mg, ?n reco; ng | expen Eures.
Expenditure (October 2023) 1€ pOlIcy @'SO USes terminologies such as
prompt” and “immediately” which lack clear
definition and fails to establish an audit trail.
The policy does not define the different roles of
the process owners as it relates to tracking
Procedure for Tracking the Inmate IWF revenue. The policy also does not identify
7 SFA Welfare Fund Revenues (October all IWF revenue sources. Lastly, the policy
2023) uses the terminology “promptly” which lacks
clear definition and fails to establish an audit
trail.
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B. Examination of Processes and Controls Findings

IWF Process and
Control

Finding
No.

Procurement and

Objective

1(a) - Jail Maintenance

Compliance
%

Finding

Final procurement documents
kept by SFA were missing

(o]
1 Purchasing Process | Expenditures e information or attachment and/or
have inconsistent information.
Procurement and 1(b) - Program o -
N/A Purchasing Process | Expenditures 100% No findings.
PRs submitted in MAXIMO does
> Funding Approval 2(a) - Jail Maintenance 86% not have the “IWF” funding
Process Expenditures ° source selected to attest that the
PR met the IWF guidelines.
Purchase Order (PO) was
. entered and approved in eCAPS
3 | Funding Approval | 2(b) - Program 50% | by ISB prior to obtaining IWF
Process Expenditures X -
funding availability and usage
eligibility from SFA.
Expenditure Control | 3(a) - Jail Maintenance
N/A and Monitoring Expenditures eCAPS 100% No findings.
Process Approval
Expenditure Control | 3(b) - Program
N/A and Monitoring Expenditures eCAPS 100% No findings.
Process Approval
Invoices were authorized for
Expenditure Control payment prior to receipt of
4 and Monitoring 3(c) - Vendor Payments 92% goods and an invoice did not
Process contain proper approval
documentation.
Expenditure Control .
N/A | and Monitoring 3(d) - Recording of IWF Not « | N/A
b Expenditures Evaluated
rocess
. 4(a) - Receipt and
N/A Revenue Recording Deposit of IWF Not I NA
Process R Evaluated
evenue
Revenue Recording | 4(b) - Allocation of IWF Not
N/A « | N/A
Process Revenue Evaluated
Revenue Recording | 4(c) - Recording of IWF Not
N/A « | N/A
Process Revenue Evaluated

*The IWF expenditure recording process and IWF revenue recording process were not evaluated because the applicable IWF policies
and desktop procedures were implemented after the audit period.
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The AAB made 11 recommendations related to these findings. Our recommendations are
intended to improve the existing policies and procedures and strengthen the processes and
controls relating to IWF. The AAB also made a recommendation for FPB to develop an
“Internal Control Monitoring Guide” to ensure that IWF policies and procedures are being
adhered to, which is the responsibility of FPB management.

The following report provides detailed audit findings and recommendations for
improvement and management’s responses.
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AUDIT REPORT

PURPOSE

The Audit and Accountability Bureau (AAB) conducted the Inmate Welfare Fund (IWF)
Audit under the authority of the Los Angeles County Sheriff's Department (LASD or the
Department) to determine whether the Department and Financial Programs Bureau
(FPB) complied with policies and procedures as it relates to the Inmate Welfare Fund
(IWF) processes.

The AAB conducted this audit under the guidance of Generally Accepted Government
Auditing Standards (GAGAS)?, specifically pertaining to performing the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for the findings and
conclusions based on the audit objectives. The AAB believes the evidence obtained
provides a reasonable basis for our findings and conclusions based on our audit
objectives. This audit did not constitute an audit of financial statements, or an attestation
level report as defined under GAGAS.

BACKGROUND

On April 22, 2021, the Los Angeles County Auditor-Controller's Department (A-C), at the
request of the Audit Committee, conducted an Inmate Welfare Fund process review to
evaluate the design of the Department’s processes and controls over the IWF. This
review was conducted to determine whether the IWF operations were in accordance with
California Penal Code Section 4025, the Los Angeles County Fiscal Manual, and the
Department’s guidelines. The A-C’s process review noted seven issues and
recommendations where the Department can improve on. One of the issues noted by the
A-C focused on Management Monitoring of Internal Controls, in which the following
recommendation was made:

Sheriff management develop ongoing self-monitoring processes that include:

a) Examination of process and control activities, such as review of an adequate
number of transactions on a regular basis to ensure adherence to established
procedures and internal controls, County rules, and best practices.

b) Documenting the monitoring activity and retaining evidence so it can be
subsequently validated.

¢) Elevating material exceptions to management on a timely basis to ensure
awareness of relative control risk, and to ensure appropriate corrective actions are
implemented.

2 United States Government Accountability Office — By the Comptroller General of the United States, Government
Auditing Standards, July 2018 Revision (Technical Update 2021).
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To satisfy this recommendation by the A-C, on August 15, 2023, the Financial Programs
Bureau (FPB) requested AAB to conduct a “mini-audit” of the Department’s processes for
IWF expenses. The A-C suggested to the FPB an independent unit within the Department
should conduct an annual review of one month’s IWF transactions selected at random.
The annual review would include an evaluation of the procurement and purchasing
process, expenditure approval process, revenue recording process, and determine if the
established IWF procedures conform to the Los Angeles County Fiscal Manual and the

Department’s policies.

OBJECTIVE, SCOPE, AND METHODOLOGY

The specific objectives of this audit were as follows:

A. Evaluation of IWF policies and procedures - To determine if the Department’s
existing policies and procedures regarding IWF conformed to the Los Angeles
County Fiscal Manual and industry best practices.

B. Evaluation of IWF processes and controls - To identify existing IWF processes
and controls, and to evaluate the effectiveness, efficiency, and accountability of
process owners on operations and functions relating to the IWF, such as
procurement and purchasing process, funding approval process, expenditure
control and monitoring process, and revenue recording process.

IWF Process and Control Objectives Sub-Objective

Objective No. 1 - Procurement and
Purchasing Process

1(a) - Jail Maintenance Expenditures

1(b) - Program Expenditures

Objective No. 2 — Funding Approval
Process

2(a) - Jail Maintenance Expenditures

2(b) - Program Expenditures

Objective No. 3 - Expenditure Control
and Monitoring Process

3(a) - Jail Maintenance Expenditures eCAPS Approval

3(b) - Program Expenditures eCAPS Approval

3(c) - Vendor Payments

3(d) - Recording of IWF Expenditures

Objective No. 4 — Revenue Recording
Process

4(a) - Receipt and Deposit of IWF Revenue

4(b) - Allocation of IWF Revenue

4(c) - Recording of IWF Revenue
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Audit Scope

The scope of this audit was to examine the IWF policies and procedures and the process
and controls by the following responsible parties (process owners):

e Facilities Services Bureau (FSB), which uses Inmate Welfare Fund revenue to
purchase materials and supplies for maintenance and improvements within jail
facilities.

e Inmate Services Bureau (ISB), which is responsible for procuring various goods
and services for the inmate programs financed by the Inmate Welfare Fund.

e Special Funds Accounting (SFA) Unit, which tracks the telephone and commissary
profit sharing revenue deposited to the IWF and manages the expenditure budgets
from Inmate Services Bureau and Facilities Services Bureau.

This audit focused on the review and evaluation of the following policies and procedures
related to the IWF:

Process

o IWF Policy and Procedure Policy Date
wner
FSB Purchase Requisition Instruction Manual Februa.ry 2023
(revised)
FSB Unit Order 2023-01 Compliance with Inmate Welfare Fund Guidelines March 2023
ISB ISB Procurement Process September 2023
ISB Business Management Unit Handbook for Accountant Il October 2023
SFA Special Funds Accounting Procurement & Funding Approval Process July 2015
SFA Procedure fqr Tracking the Inmate Welfare Fund Allocated Budget October 2023
and Expenditure
SFA Procedure for Tracking the Inmate Welfare Fund Revenues October 2023

This audit also focused on the evaluation of the procurement and purchasing process,
fund approval process and expenditure control and monitoring process, by reviewing the
supporting documents kept by the SFA Unit, including:

Approved Purchase Requisition (PR) records held in the MAXIMO3.

Approved Departmental Requisition Forms (DRF) initiated by ISB.

Vendor quotations (based on the type of purchase order and amount).
Procurement/payment records from the electronic Countywide Accounting and
Purchasing System (eCAPS), a software that monitors purchases and acquisition
activities from requisition to payment and effectively manages budget allocations.

3 FSB utilizes an Asset Management System (MAXIMO) to support its building, labor, and material expenditures.
Maximo consists of many functional modules, Work Order Tracking, Service Requests, Labor Hours, Inventory,
Purchasing, Preventive Maintenance, and Asset Management. It is also interfaced with other Countywide systems,
namely Timel and eCAPS.

Page 8 of 43



INMATE WELFARE FUND PROCESS AUDIT
FINANCIAL PROGRAMS BUREAU
Project No. 2023-10-A

Additional supporting documentation was requested from FSB and ISB, that were not
initially provided by the SFA Unit.

Audit Criteria

The Department’s compliance was measured against relevant criteria, which included
process owner’'s desk procedures and available Department policies. The relevant criteria
are outlined in Appendix A.

Audit Population and Sampling

The audit population included all IWF expenditures during the selected audit period of June
2023. The IWF expenditures consisted of jail maintenance expenditures and program
expenditures. To determine the IWF expenditures, auditors analyzed the Inmate Welfare
Expenditure Reports prepared by the FSB (jail maintenance expenditures) and 1ISB
(program expenditures) for the month of June 2023.

During the audit period, the Department incurred 43 IWF expenditure transactions (36 jail
maintenance expenditures and seven program expenditures) amounting to
$1,444,835.40, as reported in FSB and ISB’s Inmate Welfare Expenditure Report for the
month of June 2023.

DETAILED FINDINGS AND RECOMMENDATIONS

A. Evaluation of IWF Policies and Procedures

Auditors evaluated the existing IWF policies and procedures established by each process
owner. Per CFM 8.3.0, Standards and Procedures should provide detailed guidance to
staff and supervisors in the performance of their day-to-day duties and describe how
processes are performed. Such standards and procedures must also require staff and
supervisors to maintain documentation of their processes and require an audit trail of key
events where practical. The lack of detailed guidance increases the risk for management
and/or staff to perform their tasks incorrectly or inconsistently, and an increased effort
would be required to train new staff to perform these processes to ensure accurate
data/information is provided. In addition, the lack of documentation prevents management
from effectively evaluating processes and monitoring controls.
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The tables below and on the following pages summarize the IWF policies and procedures
identified, the process owners, the results of the evaluation and the recommendations by
AAB.

Process Owner Facilities Services Bureau (FSB)

Policy Name Purchase Requisition Instruction Manual
Policy Date February 2023 (revised)

IWF Process Procurement and Purchasing Process
Finding:

The IWF Purchase Requisition and Purchase Order Process section of the policy mentions three approval
signatures (Administrative Services Manager lll, Assistant Director, Budget Representative) are required on
the PR prior to being processed and submitted in eCAPS. However, per Unit Order 2023-01 Compliance with
Inmate Welfare Fund Guidelines and as verified during the process walkthrough, only the Budget Manager
and Assistant Director’s signatures are required on the PR.

Recommendation:

The process owner should periodically review and update the existing IWF policy to ensure the roles and
responsibilities of FSB staff and supervisor are clearly defined and consistent with the Department’s
procurement and purchasing policies. In addition, the process owner should continuously train staff and
supervisors for any policy updates/changes to ensure duties are accurately performed.

Process Owner Facilities Services Bureau (FSB)

Policy Name Unit Order 2023-01 Compliance with Inmate Welfare Fund Guidelines
Policy Date March 2023

IWF Process Funding Approval Process

Finding:

This unit order mentions that both the FSB Budget Manager and the Assistant Director need to review the PR
if the funding source of "IWF" is selected. However, per Purchase Requisition Instruction Manual (page 5 -
IWF PR and PO Process Snapshot), the "Approval Signatures from ASM Ill, A.D., Budger Rep." are required.

Recommendation:

The process owner should periodically review the existing purchasing and procurement policies to ensure that
they are updated and consistent with one another. In addition, the process owner should continuously train
staff and supervisors for any policy updates/changes to ensure duties are accurately performed.
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Process Owner Inmate Services Bureau (ISB)

Policy Name ISB Procurement Process

Policy Date September 2023

IWF Process Procurement and Purchasing Process
Finding:

The existing IWF policy does not provide the complete workflow of the procurement process. The policy only
demonstrates and cites examples of the required documentation for a purchase requisition (i.e. Memo,
completed DRF, Quotes, etc.) and does not refer to the review/approval process, to whom the completed
procurement documents would be submitted to and what the next steps would be (the next steps of the
process is to submit the completed DRF and attachments to SFA for funding approval and, after which, the
DRF will be sent back to ISB for eCAPS processing). In addition, the existing policy does not refer to the
updated Sole Source/Brand Specific Justification Form that is attached to the Fiscal Administration Bureau’s
Procurement Policies and Procedures Manual which was revised in May 2023.

Recommendation:

The process owner should periodically review the existing IWF policty and establish a more comprehensive
IWF policy to adequately guide staff and supervisors of all the key IWF processes and controls relating to ISB
procurement and purchasing. The process owner should also periodically review and update existing IWF
policies and continuously train staff and supervisors for any updates/changes to ensure duties are accurately
performed.

Process Owner Inmate Services Bureau (ISB) ‘
Policy Name Business Management Unit Handbook for Accountant IlI

Policy Date October 2023

IWF Process Procurement and Purchasing Process

Finding:

The existing IWF policy only focuses on the general roles and responsibilities of the Accountant Ill (Approver)
and does not provide detailed guidance for other procurement roles such as the Requestor, Buyer, Receiver
and Invoice Processor.

Recommendation:

The process owner should periodically review and update existing IWF policies to ensure that all procurement
roles and responsibilities are identified. In addition, the process owner should continuously train staff and
supervisors for any updates/changes to ensure duties are accurately performed.
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Process Owner Financial Programs Bureau - Special Funds Accounting Unit (SFA)
Policy Name Special Funds Accounting Procurement & Funding Approval Process
Policy Date July 2015

IWF Process Procurement and Purchasing Process

Finding:

The existing policy only defines SFA’s procurement and/or approval process after a DRF is submitted to
them by requesting units. The existing policy does not define or mention SFA's role for PRs that are
submitted in MAXIMO. In the existing policy, when a completed DRF is submitted to SFA, the SFA staff
reviews funding availability and usage eligibility and returns it to the requesting unit for eCAPS processing.
The requesting unit applies Level 1 approval in eCAPS then notifies SFA for Level 2 eCAPS approval.
However, for PRs submitted in MAXIMO, after the Budget Manager and Assistant Director approves the PR
for compliance to IWF guidelines, the procurement staff processes and submits the PR in eCAPS, where
SFA will review the documents uploaded in eCAPS, approve for funding availability and usage eligibility,
then will apply both Level 1 and Level 2 eCAPS approvals. This process, specific to PRs submitted in
MAXIMO, is not currently stated in the existing policy.

Recommendation:

The process owner should periodically review and update the existing IWF policy to ensure that all IWF
procurement and purchasing workflows are identified, specifically relating to SFA’s procurement and/or
approval role when PRs are submitted in MAXIMO.

Process Owner Financial Programs Bureau - Special Funds Accounting Unit (SFA)

Policy Name Procedure for Tracking the Inmate Welfare Fund Allocated Budget and Expenditure
Policy Date October 2023

IWF Process Funding Approval Process

Finding:

The existing policy does not define the different roles of staff and supervisors within the SFA as it relates to
approving, processing and recording IWF expenditures IWF expenditures, specifically the following internal
controls:

Verifying the availability of funds, who (position/title)

Approving the usage eligibility of the funds

Recording the encumbered amount in the IWF Project Control log

Reviewing the invoices and ensuring proper three-way match documentation.
Processing vendor payments

Recording all transactions in the project expenditure log

Reconciling the project control log and the project expenditure log with e CAPS reports

@r00o T o

In addition, the existing policy uses the terminologies “promptly” when processing payments and
“immediately” when logging expenditure transactions, which cannot be tracked due to the lack of clear
definition and the absence of an audit trail.

Recommendation:

The process owner should periodically review and update the existing IWF policy to ensure that the workflow
is clearly defined and that there is proper segregation of duties, specifying who (position/title) is responsible
for each step. The existing IWF policy should be revised to clearly define what "prompt" payments and
“immediately” recording of transactions means, to properly establish an audit trail.

The existing IWF policy could also add a standardized template/form to be used as a cover sheet on all IWF
expenditures to ensure consistent documentation of the data entry, approval, and payment recording. The
policy could also add the use of an “ENTERED” stamp to document the date when it was recorded and by
who (name/initials).
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Process Owner Financial Programs Bureau - Special Funds Accounting Unit (SFA)
Policy Name Procedure for Tracking the Inmate Welfare Fund Revenues

Policy Date October 2023

IWF Process Revenue Recording Process

Finding:

The existing policy does not define the different roles of staff and supervisors within the SFA as it relates to tracking
IWF revenue, specifically the following internal controls:
a. Allocating the revenue to the IWF programs account and the Facility Service Account based on a 51/49
percentage.
b. Updating the IWF Revenue Ledger.
c. Revieing and verifying received revenue with supporting documents and statements.
d. Reconciling the revenue ledger with eCAPS report.

In addition, the existing policy does have the revenue schedule for “Commissary Web-Sales Profit” which
is received monthly. Lastly, the policy uses the terminology “promptly” when logging revenue
transactions, which cannot be tracked due to the lack of clear definition and the absence of an audit trail.

Recommendations:

The process owner should periodically review and update the existing IWF policy to ensure that the
workflow is clearly defined and that there is proper segregation of duties, specifying who (position/title) is
responsible for each step. The existing IWF policy should also be updated to define all the types of IWF
revenue being received on a regular basis as well as the schedule of which they are received Lastly, the
policy should clearly define what "promptly" logging of revenue transactions means, to properly establish
an audit trail.

Process Owner Financial Programs Bureau - Special Funds Accounting Unit (SFA)
Policy Name None

Policy Date None

IWF Process Management Monitoring of Internal Controls

Finding:

The process owner has not developed a policy to self-monitor their internal controls, specifically related to
the IWF. Self-monitoring of internal controls is the responsibility of management (process owner), as
stated in CFM Section 1.0.2.

...County department management has primary responsibility for designing, implementing, and
maintaining a system of preventative and detective internal controls including but not limited to controls
outlined in the CFM; and for monitoring internal controls on an ongoing basis to ensure any weaknesses
or non-compliance are promptly identified and corrected.

Recommendation:

The process owner should develop an Internal Control Monitoring Guide to ensure that IWF policies and
procedures are being adhered to. Although AAB was tasked to conduct a “mini-audit” to satisfy the A-C’s
recommendation regarding Management Monitoring of Internal Controls, conducting regular “self-
monitoring” is the responsibility of the process owner. AAB could assist the process owner in developing
a self-monitoring guide/tool, if needed.
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B. Evaluation of IWF Processes and Controls

Auditors obtained and examined the procurement package for each IWF expenditure
transaction to determine if they adhered to the applicable procurement and purchasing
policies. During the examination, auditors reviewed the completeness and accuracy of the
procurement documents, determined if appropriate levels of review and approvals were
obtained during each key step in the procurement process and if funding availability and
usage eligibility of the expenditure were determined prior to being processed. The AAB
auditors also obtained and examined the payment package for each of the IWF expenditure
transactions, including the vendor invoices and packing slips/receipt documents, to
determine whether proper payment authorization and proper three-way matching were
conducted prior to entering and approving the vendor payment.

Detailed Findings

Objective No. 1 — Procurement and Purchasing Process

This objective included an evaluation of the completeness and accuracy of the
procurement documents related to IWF expenditures, ensuring that proper approvals were
secured at every stage of the procurement and purchasing process, and confirming the
selected vendor was an approved Los Angeles County vendor.

Objective 1(a) Jail Maintenance Expenditures

¢ Facilities Services Bureau Maximo Purchase Requisition Instruction Manual
(February 2023)

o Facilities Services Bureau Procurement Information Sheet (April 2023)

Criteria e Fiscal Administration Bureau, Procurement Policies and Procedures Manual (May
2023)

See Appendix A for the applicable sections of the IWF policies and procedures

relevant to this objective.

For each IWF jail maintenance expenditure transaction, auditors reviewed the

procurement packet, including the PR from MAXIMO, vendor quotations, eCAPs print

out and all available related documentation (including email correspondences), to

determine the completeness and accuracy of all required information and that

appropriate level of review and approvals were made by key personnel based on the

type of purchase requisition or purchase order (agreement, non-agreement or sole

Procedures source) and cost.

Auditors also determined if the selected vendor was an authorized Los Angeles
County vendor by verifying that a vendor search was conducted as evidenced by a
printout from the Los Angeles County Vendor Search website. Lastly, auditors
reviewed the eCAPS PO to determine if the information matches the information in
the MAXIMO
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Objective 1(a)

Findings

Jail Maintenance Expenditures (continuation)

Auditors noted that of the 36 jail maintenance expenditure transactions reviewed,
four had documents uploaded in eCAPS that were missing information,
documentation, or attachment and/or has inconsistent information with what was in
MAXIMO.

In one of the four expenditures, the procurement documents in eCAPS were for a
different vendor and amount. Per FSB, certain requisitions (with specs) go to ISD,
thus the vendor and amount are subject to change from the initial Maximo PR.

Although FSB was able to provide all the missing information and documentation
and provide clarification on the inconsistencies, the final packet which is kept by

SFA after processing and recording payments, did not contain the complete and

most updated information.

This yielded a compliance rate of 89%.

Recommendation

SFA management must ensure staff maintain complete and consistent procurement
documentation for audit trail and retention purposes.

Objective 1(b)

Criteria

Program Expenditures

Fiscal Administration Bureau, Procurement Policies and Procedures Manual (May
2023)

See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.

Procedures

For each IWF program expenditure transaction, auditors reviewed the procurement
packet which includes a memo or email from the requestor, vendor quotations,
Departmental Requisition Form (DRF), eCAPs printout and all available related
documentation (including email correspondences), to determine the completeness
and accuracy of all required information and appropriate levels of review and
approval were made by key personnel based on the type of purchase requisition
(agreement, non-agreement or sole source), item and cost. Auditorsalso determined
if the selected vendor was an authorized Los Angeles County vendor by verifying that
a vendor search was conducted as evidenced by a printout from the Los Angeles
County Vendor Search website. Lastly, auditors will review the eCAPS PO to
determine if the information matches the information in the DRF.

Findings

No Findings.

This yielded a compliance rate of 100%.

Recommendation

Not Applicable.
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Objective No. 2 — Funding Approval Process

This objective included an evaluation of whether the procurement documents for the IWF
expenditures were reviewed for appropriate use of funds and the availability of funds, prior
to being entered into eCAPS.

Objective 2(a) Jail Maintenance Expenditures

Facilities Services Bureau, Unit Order 2023-01, Compliance with Inmate Welfare
Fund Guidelines (March 2023)

See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.

For each IWF jail maintenance expenditure transaction, auditors reviewed the
purchase requisition (PR) from MAXIMO to determine if the PR meets the guidelines
of the IWF, if Fund Type “IWF” was selected, and if the FSB Budget Manager and the
Procedures Assistant Director reviewed the PR for its compliance to the IWF guidelines. In
addition, auditors determined if the SFA Unit reviewed and approved the RQN or PO
for appropriate use of funds and the availability of the funds prior to being processed
and approved in eCAPs.

Criteria

Auditors noted that of the 36 jail maintenance expenditure transactions reviewed,
five did not have the funding source "IWF" selected in MAXIMO. In four PRs, the
"IWF Fund Acknowledged By" was blank and for the remaining one, GF (General
Fund) was selected.

Per FSB, the "IWF Fund Acknowledged By" field was in "Test mode" (per A/C audit
findings) and became a permanent field on July 1. However, the Unit Order that
Findings states that the IWF must be selected in MAXIMO if the PR meets the IWF
guidelines, was effective March 2023.
As for the PR wherein GF was initially selected, FSB said that it was changed to
IWF and revised in MAXIMO. However, same as finding no. 1, the final packet
which is kept by SFA after processing and recording payments, did not contain the
complete and most updated information.

This yielded a compliance rate of 86%.

FSB management must ensure that staff select the correct funding source for PRs
Recommendation submitted in MAXIMO to ensure compliance with fund guidelines and required
approvals are obtained.
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Objective 2(b) Program Expenditures

Special Fund Accounting Unit, Procurement & Funding Approval Process (July
2015)

Criteria See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.
For each IWF program expenditure transaction, auditors reviewed the DRF to
determine if the ISB Budget Representative’s signature was present to signify all the
Procedures pertinent information has been reviewed, verified, and confirmed for accuracy. In

addition, auditors determined if the SFA Unit reviewed and approved the DRF for
appropriate use of funds and the availability of the funds prior to being processed and
approved in eCAPs.

AAB noted that of the seven program expenditures reviewed, three related to
vendors with existing/ongoing contracts and the remaining four expenditure
transactions were for two vendors.

In one of the two vendors, a PO was entered and approved in eCAPS by ISB on
05/09/2023, however, the procurement documents were stamped by SFA with
"Funds Are Available" on 05/11/2023. Per policy, the verification of funding
availability and usage eligibility should be first done by SFA prior to the requesting
unit entering and approving the PO in eCAPS.

Per ISB, there appears to be a misunderstanding on the approval process. They
stated that the PO were correctly approved and entered in eCAPS on 05/09/2023.
The rubber stamp “Funds Are Available” signed on 05/11/2023 by “DK” should have
Findings been worded differently. The funds used to purchase items were encumbered at
the beginning of each fiscal year, thus, the funds were available at the time of entry
in eCAPS on 05/09/2023. The stamp signed by “DK” should have been “Payment
Authorized.”

Per SFA, this Project B007-23, amounting to $500,000, was approved on
6/21/2022. They stated that SFA has the final approval (level Il) for this PO. When
this PO is ready for level Il approval in eCAPS, SFA staff print out the PO package,
confirm the use eligibility and funding sufficiency, log the PO in the payroll register,
reserve the funding, then stamp/sign for fund availability. For this particular PO,
SFA staff DK verified the funding on 5/11/2023, and Stephanie Lee applied level Il
approval to the PO in eCAPS on 5/11/2023, after DK verified the funding.

This yielded a compliance rate of 50%.

SFA management must revisit the policy regarding IWF funding approval to verify if
Recommendation the policy is still consistent with their "current practice" and to train process owners
of any changes/updates to be made.
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Objective No. 3 — Expenditure Control and Monitoring Process

This objective included an evaluation of whether appropriate e CAPS approvals were
applied; whether the IWF expenditure information entered in the e CAPS matches the
information in MAXIMO (jail maintenance expenditures) or DRF (program expenditures);
whether vendor invoices were reviewed prior to entering/approving the payment request in
eCAPs; and whether vendor payments were processed promptly.

The objective regarding recording of IWF expenditures was not evaluated because the
applicable criteria was implemented after the audit period. However, this objective will be
evaluated in subsequent IWF audits.

Objective 3(a) Jail Maintenance Expenditures eCAPS Approval

¢ Facilities Services Bureau Maximo Purchase Requisition Instruction Manual
(February 2023)

o Facilities Services Bureau, Unit Order 2023-01, Compliance with Inmate Welfare
Fund Guidelines (March 2023)

See Appendix A for the applicable sections of the IWF policies and procedures

relevant to this objective.

For each IWF jail maintenance expenditure transaction, auditors reviewed the

Procedures eCAPS approvals to determine whether the FSB Approval (Level 1) and SFA Unit

Approval (Level 2) were obtained.

Criteria

Findings No Findings. This yielded a compliance rate of 100%.

Recommendation Not Applicable.

Objective 3(b) Program Expenditures eCAPS Approval

Special Fund Accounting Unit, Procurement & Funding Approval Process (July
2015)

See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.

For each IWF program expenditure transaction, auditors reviewed the eCAPS
approvals to determine whether the ISB Budget Representative Approval (Level 1)
Procedures and SFA Unit Approval (Level 2) were applied prior to generating an eCAPS
Purchase Order (PO). In addition, auditors reviewed the eCAPS PO to determine if
the information matched with the information in the DRF.

Findings No Findings. This yielded a compliance rate of 100%.
Recommendation Not Applicable.

Criteria
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Objective 3(c) Vendor Payments

Fiscal Administration Bureau, Procurement Policies and Procedures Manual (May
2023)

See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.

For each IWF expenditure transaction, auditors reviewed the payment packet, which
included the vendor invoices and packing slips/receipt documents, to determine if the
SFA Unit reviewed and verified the contents matched with the information in the
eCAPS PO prior to authorizing for payment. In addition, auditorsreviewed whether
the vendor payments were processed promptly by the invoice due date to take
advantage of available discounts, if any.

Auditors noted that of the 43 expenditure transactions (36 jail maintenance and
seven program expenditures), only 39 were paid as of the review date, and
evaluated for this objective. Of the 39, three had invoices that were either
authorized for payment prior to receipt of the goods or the person signing the
payment authorization did not properly document their signature, initials and/or
date.

Criteria

Procedures

In one of the three invoices, the “Okay to Pay” was dated 6/5/2023, however the
goods were received 6/7/2023 per “Receipt of Goods” stamp date. On another
invoice, the “Okay to Pay” was dated 6/7/2023, however, the goods were received
6/13/2023 per Receiving Document. The remaining invoice had a handwritten

o “Okay to Pay” but with no initials, signature, or date to identify who and when the
Findings invoice was authorized for payment.

Per FSB and SFA, the “Okay to Pay” was done by the requester, then sent to FSB
warehouse to process the Receiving Document which could take a few days,
depending on staffing, hence the later date. On one invoice, FSB stated that the
invoice was for an emergency service. The requester verified the charge and
authorized the payment before the buyer sent the RQN to ISD for a Confirming PO.
This PO was published on 06/12/2023. Therefore, the date of receipt of goods is
06/13/2023. Also, per SFA, they accept payment authorization if the signer can be
identified as an eligible signer. For this invoice, SFA was able to identify the signer
by the employee number.

This yielded a compliance rate of 92%.

SFA management must revisit the policy regarding proper invoice payment
authorization and to train process owners of any changes/updates to be made. It is
also recommended that SFA update their policy to include "best practice" guidance
for approvers and signers of documents. The best practices for documentation of
approvals are to record the name, date, signature/initials. Such guidance will help
achieve a clearly defined workflow.

Objective 3(d) Recording of IWF Expenditures

Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund
Allocated Budget and Expenditure (October 2023)

See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.

Not tested because the effective date of the policy is after the audit period.
Procedures This policy was evaluated as part of the "Evaluation of IWF Policies and Procedures"
scope.

Findings Not Applicable.

Recommendation

Criteria

Recommendation Not Applicable.
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Objective No. 4 — Revenue Recording Process

This objective was not evaluated because the applicable criteria were implemented after the
audit period. However, this objective will be evaluated in subsequent IWF audits.

Objective 4(a) Receipt and Deposit of IWF Revenue
Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund
Criteria Revenues (October 2023)
See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.
Not tested because the effective date of the policy was after the audit period.
Procedures This policy was evaluated as part of the "Evaluation of IWF Policies and Procedures"
scope.
Findings Not Applicable.
Recommendation Not Applicable.

Objective 4(b) Allocation of IWF Revenue
Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund
Criteria Revenues (October 2023)
See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.
Not tested because the effective date of the policy was after the audit period.
Procedures This policy was evaluated as part of the "Evaluation of IWF Policies and Procedures"
scope.
Findings Not Applicable.
Recommendation Not Applicable.
Objective 4(c) Recording of IWF Revenue
Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund
Criteria Revenues (October 2023)
See Appendix A for the applicable sections of the IWF policy and procedure
relevant to this objective.
Not tested because the effective date of the policy was after the audit period.
Procedures This policy was evaluated as part of the "Evaluation of IWF Policies and Procedures"
scope.
Findings Not Applicable.
Recommendation Not Applicable.
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RECOMMENDATIONS

The purpose of this report is to provide a detailed summary of the recommendations
aimed at improving the existing policies and procedures and strengthening the processes
and controls relating to IWF. The AAB makes the following recommendations:

A. Evaluation of IWF Policies and Procedures

1.

The FSB should periodically review and update the Purchase Requisition Instruction
Manual policy to ensure the roles and responsibilities of FSB staff and supervisor are
clearly defined and consistent with the Department’s procurement and purchasing
policies.

The FSB should periodically review the Purchasing Requisition Instruction Manual
and the Unit Order 2023-01 Compliance with Inmate Welfare Fund Guidelines to
ensure that they are updated and consistent with one another.

The ISB should periodically review the ISB Procurement Process policy and establish
a more comprehensive IWF policy to adequately guide staff and supervisors of all the
key IWF processes and controls relating to ISB procurement and purchasing.

The ISB should periodically review and update the existing Business Management
Unit Handbook for Accountant Il policy to ensure that all procurement roles and
responsibilities are identified.

The SFA should periodically review and update the Special Funds Accounting
Procurement & Funding Approval Process policy to ensure that all IWF procurement
and purchasing workflows are identified, specifically relating to SFA’s procurement
and/or approval role when PRs are submitted in MAXIMO.

The SFA should periodically review and update the Procedure for Tracking the
Inmate Welfare Fund Allocated Budget and Expenditure policy to ensure that the
workflow is clearly defined and that there is proper segregation of duties, specifying
who (position/title) is responsible for each step. In addition, the policy should be
revised to clearly define what "prompt" payments and “immediately” recording of
transactions means, to properly establish an audit trail. The policy could also add a
standardized template/form to be used as a cover sheet on all IWF expenditures to
ensure consistent documentation of the data entry, approval, and payment recording,
as well as adding the use of an “ENTERED” stamp to document the date when it was
recorded and by who (name/initials).
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7.

The SFA should periodically review and update the Procedure for Tracking the
Inmate Welfare Fund Revenues policy to ensure that the workflow is clearly defined
and that there is proper segregation of duties, specifying who (position/title) is
responsible for each step. The policy should also be updated to define all the types of
IWF revenue being received on a regular basis as well as the schedule of which they
are to be received. Lastly, the policy should clearly define what "promptly" logging of
revenue transactions means, to properly establish an audit trail.

Evaluation of IWF Processes and Controls

. Objective No. 1(a) — Procurement and Purchasing Process (Jail Maintenance

Expenditures): The SFA management must ensure staff maintain complete and
consistent procurement documentation for audit trail and retention purposes.

Objective No. 2(a) — Funding Approval Process (Jail Maintenance
Expenditures): The FSB management must ensure that staff select the correct
funding source for PRs submitted in MAXIMO to ensure compliance with fund
guidelines and required approvals are obtained.

Objective No. 2(b) — Funding Approval Process (Program Expenditures): The
SFA management must revisit the policy regarding IWF funding approval to verify if
the policy is still consistent with their "current practice" and to train process owners of
any changes/updates to be made.

. Objective No. 3(c) — Expenditure Control and Monitoring Process (Vendor

Payments): The SFA management must revisit the policy regarding proper invoice
payment authorization and to train process owners of any changes/updates to be
made. It is also recommended that SFA update their policy to include "best practice"
guidance for approvers and signers of documents. The best practices for
documentation of approvals are to record the name, date, signature/initials. Such
guidance will help achieve a clearly defined workflow.
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CONCLUSION

The AAB considers the results of this audit to be a helpful management tool for FPB and
the process owners to improve their existing IWF policies and procedures and strengthen
the processes and controls relating to IWF. It is also imperative that FBP management
develop a self-monitoring guide to ensure their internal controls are more effective and the
operational framework of all process owners are aligned.
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View of Responsible Officials

On September 6, 2024, the FPB management submitted a formal response to the AAB
concurring with the audit results. The AAB presented the final audit report to the Division
Director, Office of Constitutional Policing.

W (o/b/2s

&EOFFREY N. CHADWICK DATE
Captain
Audit and Accountability Bureau
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Appendix A

Criteria - IWF Policies and Procedures

Objective No. 1 — Procurement and Purchasing Process

Objective No. 1(a) — Jail Maintenance Expenditures
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Criteria

Facilities Services Bureau Maximo Purchase Requisition Instruction Manual (February
2023), states:

Facilities Services Bureau (FSB) purchase requisition is an automated purchase
request process utilizing IBM’s Maximo software to manage purchase processes.

Create a purchase requisition (PR) in Maximo to trigger the purchasing process.
FSB employees must meet certain conditions and understand how the purchase
requisition (PR) application works in Maximo to complete the purchasing
processes.

1. Employee must be a Supervisor or Planner to create a purchase requisition. ..

3. If any PR has the total cost of $25,000 or higher amount must get approval from
the FSB Director.

4. There are different roles each individual personnel at FSB must have in order to
complete the purchasing processes in Maximo

a). The requestor who creates a new PR must be a member of the Planner
or Supervisor Person and Security groups

b). The next level is the PR Supervisor Approver who must be the
requestor’s supervisor and a member of the of Manager | Person and
Security groups

c). The 3rd level is the Manager Approver who must be the Manager Il and a
member of the Manager Il Person and Security groups

e). If any PR has the Total Cost amount of $25,000 or higher must get
approval from the FSB Director. Approver at this level must be a member of
the Director group. Any PR has less than this amount will not go to this level

f). After the step c or d above, the PR will be routed to the Procurement
group. Staff of the procurement group will start processing the PR until
completion including entering information in ECAPS procurement system for
processing.
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...All asterisk (*) fields are REQUIRED to be entered with data (Figure 4). These

fields include the following:

* PR Number:
* PR Description:
 Long Description

* LASD Region:

» Shop Code:

* Require Date:

* Priority:

» Company Name:

Purchase Requisition

PR number is automatically created by Maximo

Enter purchase description & identifier for easier search
Enter justification, reasoning, and progress of this PR or
any other pertinent information for this PR

Enter the Region code of this purchase

Enter procurement shop code

Enter reasonable date to have this material, if needed
Enter the level of urgency of this purchase

Enter Vendor code that is registered with ISD. Company
has to be existed in the ECAPS Vendor list. It can be
Agreement, Non-Agreement vendors or SBE

Next Level Supervisor/Manager Processes

4. Supervisor/Manager | is required to reviewing the information below from
the PR main screen (Figure S6):
a. PR Site must be ‘FSB-AM'’ if the purchase requisition is used for
ordering items and storing them in the Maximo inventory. If it is not for
inventory, then the PR Site cannot be ‘FSB-AM’
b. Description should have region identifier (CR1, CR2 or Project) and
pertinent purchasing description of the ordering materials
c. Long Description Justification, reasoning, status and progress of
the PR or any other pertinent information for this purchasing

requisition

d. Total Cost on the PR must match exactly with the Total Cost on the
Vendor’s Invoice.

5. The vendor’s receipt or quote must be attached to the PR (Figure S7). If
no attachment file is found, supervisor/manager can send this PR back to
the Requestor to do so or attach the quote if known.
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6. Supervisor/Manager is also responsible for reviewing in the PR LINES
screen (Figure S8)
a. Line Type
= Must be ‘Item (1)’ if the PR is ordering items for inventory
which require PR Site = ‘FSB-AM’
»  Must be ‘Material (1)’ or ‘Service (1)’ if the PR is NOT ordering
items for inventory and the PR SITE MUST NOT BE ‘FSB-AM’
b. Item (2) and/or Item Description(2) must be similar to the quote’s
description
c¢. Quantity (3), Unit Order (3), Unit Cost (3), Line Cost (3) must match
the attachment quote exactly line by line
d. Tax Code (4) must be entered properly and match with the invoice
tax percentage
e. Work Order (5) number must be entered if the PR is NOT used for
ordering items for Inventory. It must NOT have ‘CLOSE’ or ‘CAN’
STATUS. Work Order must have same SITE as the PR; otherwise,
this field has to be blank
f. Storeroom (6) must be entered if the PR is used for ordering items
for inventory; otherwise, this field has to be blank

9. If the PR total cost is greater than $25,000.00, then the Manager Il must
workflow this PR to the Director group for approval (Figure S14). Click the
“OK” button to go to step #10.

10. If the PR total cost is less than $25,000.00, then the Manager Il can
workflow this PR to the Procurement group for reviewing and processing.
(Figure S15). Click the “OK” button to complete the process. This PR is now
routed to the Procurement group. They will process this Maximo PR and
creating a new ECAPS PR simultaneously until the purchase is completed.
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Facilities Services Bureau Procurement Information Sheet (April 2023), states:

AGREEMENT VENDORS
ORDERS REQUIRE A PROPOSAL/QUOTE FROM REGISTERED AGREEMENT
VENDOR ON THE QUOTE, THE FOLLOWING INFORMATION IS NEEDED:

o All prices must be verified with Vendor

e Include Master Agreement number on Quotation; only include Agreement
items.

Commodity number

Commodity Line number(s)

Expiration date of agreement

Delivery (will there be delivery charge?) If no charge, must state No Charge
Tax — Vendor can indicate which lines can be taxed. Tax rate always to city
of delivery.

You can search for a commodity at https://camispnc.co.la.ca.us/LaCoAgreements

Note: Departments can purchase up to $100,000 per order through an agreement
vendor. Anything above $100,000 will have to go to ISD Purchasing Division. Allow
10 weeks for full processing:

NON-AGREEMENT ORDERS
ORDERS REQUIRE QUOTES FROM REGISTERED VENDORS. TRY TO GET
60-90 DAY QUOTES:

*UP TO $1,500 => ONE (1) QUOTE

*$1,501 to $10,000 => THREE (3) QUOTES

*OVER $10,000 => CHECK WITH PROCUREMENT; ONE QUOTE WITH SPECS
TO ISD

~0OR~

Preference Program Entities — PPE Certified Vendors

THIS PROGRAM GIVES PREFERENCE TO DISABLED VETERANS, LOCAL
SMALL BUSINESS (LSBE), AND SOCIAL ENTERPRISE PROGRAMS. USNG
THESE PROGRAMS ALLOW US A PURCHASING ADVANTAGE

*$1,500 - $4,999 => ONE (1) QUOTE FROM AUTHORIZED PPE VENDOR
$5,000 - $24,999 => MINIMUM TWO (2) QUOTES FROM AUTHORIZED PPE
VENDOR

*ANYTHING OVER $25,000 WILL BE NORMAL ISD REQUISITION PROCESS

TO SEARCH FOR AUTHORIZED PPE VENDORS OR COMMODITY, GO TO:
https://camisvr.co.la.ca.us/LACoBids/CertList/\VendorCert
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BRAND SPECIFIC/SOLE SOURCE

JUSTIFICATION MUST SHOW PROOF OF A TRUE MONOPOLY. SOLE
SOURCE DOCUMENTATION IS REQUIRED, AND IF THE FINAL COST,
INCLUDING TAX, IS OVER $5,000, IT MUST PROCEED AS A REQUISITION.

REMEMBER: ALL PURCHASES/SERVICES MUST HAVE A PO# PRIOR TO
ORDERING OR A SERVICE BEING PERFORMED.

Fiscal Administration Bureau, Procurement Policies and Procedures Manual (May 2023),
states:

2. Buyer
The Buyer ensures the DRF is completed accurately with all applicable codes,

approvals, and signatures and enters the information into e CAPS. The Buyer
attaches any applicable documents electronically via scanning to the PO....
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Objective No. 1(b) — Program Expenditures

Criteria

Fiscal Administration Bureau, Procurement Policies and Procedures Manual (May 2023),
states:

1. Requestor

The Requestor is responsible for completing the internal DRF. The Requestor
determines the appropriate document type based on item, cost, and commodity
(DO, PD, RQN, POTR, and PDPP). The Requestor provides the required codes,
Unit, Object, Activity, Budget FY, Commodity Codes, and obtains applicable
approvals from (Data Systems Bureau (DSB), Communication & Fleet
Management Bureau (CFMB), Facilities Planning Bureau (FPB), Budget Services,
Grants Accounting, and Special Funds). The Requestor and Unit Commander
must sign the DRF prior to being given to the Buyer. The electronic copy of the
DRF and any applicable documentation is sent to the Buyer for input info e CAPS.
For the most part, the Unit's Requestor is the Buyer.

2. Buyer
The Buyer ensures the DRF is completed accurately with all applicable codes,

approvals, and signatures and enters the information into e CAPS. The Buyer
attaches any applicable documents electronically via scanning to the PO. The
Buyer makes a copy of the PO and signs it before sending it to the vendor. The
Buyer sends a complete copy of the PO to the vendor and provides a copy to the
Receiver. The Buyer receives the original invoice and ensures it matches the PO.
The Buyer is responsible for coordinating the three-way match process with the
Receiver, writing the eCAPS RC# on the invoice and PO, and forwarding the
documents to FAB’s Accounts Payable (AP) Unit for payment.

Note: Once the original DRF is approved, the Buyer must submit the order in
eCAPS as soon as possible. If more than 30 days pass without the order being
entered in eCAPS, the Buyer must go through the approval process again (i.e.,
obtain new initials and dates from the Approver on the original document or e-mail
for those using electronic signatures/approvals), ensuring funds are still available
prior to uploading to e CAPS. Buyers should pay close attention to subscription
renewals to avoid the need for last minute emergency/rush approvals.

Note: Buyers must ensure all appropriate fields are filled, if any are left blank, the
fields will populate what is first on the list, especially the Activity Code, which will
default to SH99 and should never be blank.

3. Approver
There are five Approver levels (1 to 5). The number of approvals required depends

on the type of document, DO, PD, RQN, POTR, and PDPP being approved. The
pre-approval process for the DRF may be completed by e-mail or through an
electronic signature process.
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1. Level 1 Approver is the Unit Commander or designee (must be at the
level of Sergeant, Operations Assistant lll, or higher). The Level 1 Approver
verifies completeness and ensures orders are placed in compliance with all
purchasing policies and Departmental procedures. Level 1 Approver also
verifies the availability of funds.

2. Level 2 Approver must be at the level of Accountant Il or higher. Approval
is for Special Funds Only. The level 2 Approver verifies availability of funds
as it relates to the Special Funds. Special Funds do not require level 3, 4, or
5 approvals.

3. Level 3 Approver is the Division Budget Representative (must be at the
level of Sergeant, Operations Assistant Ill, or higher). Level 3 approval is
required for all non-agreement and RQN purchases.

4. Level 4 Approver is the Budget Analyst (must be at the level of
Administrative Services Manager | or higher).

5. Level 5 Approver is General Accounting Unit/Procurement Compliance
which applies to RQN transactions.

Approval Matrix

General Fund Special Fund
DO Level 1 Level 1 & 2
PD Level1&3 Level 1& 2
POTR Level 1 & 3 Level 1 & 2
PDPP Level 1 & 3 Level 1& 2
RQN Level 1,3, 4, &5 Level 1 &2
PO Level4 & ISD Level 2 & ISD
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Objective No. 2 — Funding Approval Process

Objective No. 2(a) — Jail Maintenance Expenditures

Criteria

Facilities Services Bureau, Unit Order 2023-01, Compliance with Inmate Welfare Fund
Guidelines (March 2023), states:

To ensure compliance with the guidelines described in California Penal Code
section 4025 (e) as it pertains to the use or spending of the IWF, FSB has
implemented a procedure for its documentation within the unit’s expense tracking
system (MAXIMO).

The unit order requires the following steps in the procurement process to ensure a
purchase requisition (PR) meets the guidelines.

e When a PR is submitted in MAXIMO, by a FSB supetrvisor, it shall be
reviewed by a FSB Manager to assign a funding source.

o [fthe PR meets the guidelines of the IWF, the Manger shall select “IWF” in
MAXIMO and attest the PR meets the guidelines of IWF expenditures
pursuant to Penal Code section 4025 (e) to the best of their knowledge.
This attestation is a separate window that appears in MAXIMO used solely
for this purpose.

e [fthe funding source of “IWF” is selected for the PR, it shall then be
reviewed by both the FSB Budget Manager and the Assistant Director for its
compliance to the IWF guidelines...

Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund Allocated
Budget and Expenditure (October 2023), states:

To ensure the accurate monitoring and tracking of the Inmate Welfare Fund (IWF)
allocated budget and expenditures in compliance with fund regulations and the
county fiscal manual, Special Funds Accounting Accountants shall follow the
procedure below to monitor IWF spending activities:...

2. Expenditure Control and Monitoring:
e Ensure that all IWF encumbrances, Requisition Numbers (RQNs), and POs
obtain funding availability and usage eligibility approval from the SFA
accountant before being processed and approved in e CAPS.
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Objective No. 2(b) — Program Expenditures

Criteria

Special Fund Accounting Unit, Procurement & Funding Approval Process (July 2015),
states:

PROCUREMENT & APPROVAL PROCESS:

1) The Unit shall submit a complete and accurate Departmental Requisition
Form (DRF) with signatures to Special Funds Accounting (SFA) for
funding approval.

» The Budget Rep’s signature MUST be on the DRF

> The signature of the Budget Rep on the DRF signifies that
they, as the Responsible Party, have reviewed, verified and
confirmed the accuracy of all pertinent information (i.e. unit
name, unit code, object code, activity code, project code,
agreement and non-agreement items, DSB and Facilities Planning
approval codes, quotes, sole source justification, shipping and
billing address, as well as that available funds are in the correct
appropriation category i.e. S & S, Capital Assets, efc.)

2) Upon SFA Unit receiving an accurate and complete DRF from the unit,
the SFA staff shall confirm the appropriate use of funds and the
availability of funds, and then approve the DRF for funding. The DRF will
then be sent back to unit for processing.

3) The requesting Unit shall then enter the request into e CAPS via the
standard procurement and budgeting process while ensuring that all
orders are placed in compliance with all purchasing policies and
departmental procedures, apply Level | approval. The Unit shall then
notify SFA staff via email, with the document number, that the document
is ready for Level 2 approval. Signed DRF and supporting documents
MUST be uploaded to eCAPS.

4) SFA unit shall then review document in e CAPS, apply Level 2 approval.
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Objective No. 3 — Expenditure Control and Monitoring Process

Obijective No. 3(a) — Jail Maintenance Expenditures eCAPS Approval

Criteria

Facilities Services Bureau Maximo Purchase Requisition Instruction Manual (February

2023), states:
IWF PR AND PO PROCESS SNAPSHOT

IWF Purchase Requisition and
Purchase Order Process

Manager | & Il
Approval /Funding
Blanket
Identification and
IWC Disclaimer
Acknowledgement

Facilities Services Bureau, Unit Order 2023-01, Compliance with Inmate Welfare Fund
Guidelines (March 2023), states:

The unit order requires the following steps in the procurement process to ensure a
purchase requisition (PR) meets the guidelines...

e Once approved, the PR shall be processed by the FSB procurement staff
and submitted into the electronic Countywide Accounting and Purchasing
System (eCAPS,).

e Once in eCAPS, the PR is processed by personnel from the Department’s
Fiscal Services Bureau Special Funds for Level 1 and Level 2 approvals.
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Objective No. 3(b) — Program Expenditures eCAPS Approval

Criteria

Special Fund Accounting Unit, Procurement & Funding Approval Process (July 2015),
states:

PROCUREMENT & APPROVAL PROCESS:

3) The requesting Unit shall then enter the request into e CAPS via the
standard procurement and budgeting process while ensuring that all
orders are placed in compliance with all purchasing policies and
departmental procedures, apply Level | approval. The Unit shall then
notify SFA staff via email, with the document number, that the document
is ready for Level 2 approval. Signed DRF and supporting documents
MUST be uploaded to eCAPS.

4) SFA unit shall then review document in e CAPS, apply Level 2 approval.
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Objective No. 3(c) — Vendor Payments

Criteria

Fiscal Administration Bureau, Procurement Policies and Procedures Manual (May 2023),
states:

4. Receiver

The Receiver verifies goods delivered or services performed against the PO.

The Receiver confirms the receipt of goods, stamps, and completes the receiving
document “packing slip” with the standard receiving stamp. The Receiver enters
the information into e CAPS, puts the receiving number (RC#) on the packing slip
and forwards the information to the Buyer to perform the three-way match. If
employees are asked to receive products or services, they should request an
email. The email should be uploaded with the original packing/receiving slip to
eCAPS.

5. Invoice Processor

Upon receipt of a complete three-way match from the Unit, AP staff verifies the
invoice contents and the receiving document(s) and enters invoice information in
eCAPS. The Invoice Processor should verify the three-way match was uploaded
into eCAPS. A PO register is maintained by the AP staff member. If the threeway
match is incomplete, it is returned to the Buyer for correction.

Los Angeles County Fiscal Manual, 4.5.0 Payment and Disbursement Process (Revised
November 2022), states:

1.5.2 General Internal Controls Over Disbursements

= Departments must ensure that prices invoiced are correct, in accordance
with unit prices agreed upon, and that no substitutions of brands or
quantities occur.

» Discounts must always be taken (see Internal Controls Over Vendor
Payment Processing, Section 4.5.5).

= Vendor invoices received (e.g., hard-copy, electronic copy) must be properly
matched with a receiving report/shipping document before payment is
processed. Receiving reports must be signed and dated as evidence of
receipt of goods, and mismatches must be resolved. If the invoice is for
services, a receiving report/shipping document will not be available. Service
invoices must be marked in a manner that denotes the invoiced services
were received. A supervisory signature must also be on the services invoice
approving the transaction. Invoices should be stamped PAID to help ensure
that duplicate payments are not made.

» Departments must ensure that unmatched receiving reports and vendor
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invoices are identified and properly resolved.

Departments must cancel encumbrances established for goods/services that
will not be ordered (i.e., if less than the encumbered amount is needed).
Departments should not wait until fiscal year-end to cancel encumbrances if
they know that goods/services will not be ordered.

Departments must reconcile expenditure documents to e CAPS reports
timely and differences must be resolved promptly.

Source documents (e.g., invoices, report of goods received, etc.) must be
retained by the department initiating the payment for at least five years, in
accordance with Government Code 26907.

1.5.5 Internal Controls Over Vendor Payment Processing

Following are the minimum procedures and controls departments must follow when
entering payment transactions online info e CAPS:

Department management must ensure that employees who initiate
payments for goods and services do not have procurement responsibilities.

Departmental personnel who actually authorize online payments must be at
the level of Accountant Il or higher and subsequent approvals should be
applied by personnel that hold progressively higher positions of
responsibility within the department. The approval of two separate personnel
is required, at least one of which has no purchasing, receiving, or accounts
payable duties. An additional approval is required for large disbursements.

Department management must ensure that no two people, on their own, are
able to encumber funds and approve payments.

Department personnel responsible for preparing and approving SWR
payments should be independent from monitoring account activity where
funds are drawn.

The following is a summary of the e CAPS approver assignment quidelines
that departments will be expected to meet:

Data Entry: Can be any employee without approver capabilities.
Approver 1: Must be an Accountant Il or higher.
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Approver 2: Must be an Accountant Il or higher.

Approver 3: Must be at least a Fiscal Officer, Head of Accounting,
or equivalent.
Approver 4: Must be Executive Management.

Departments must take a discount, when available. The “Discount” date (the
date the discount period expires) must be substituted in e CAPS for the
“Scheduled Payment Date.”

Departments may increase the original PO amount, when the final payment
exceeds the original PO amount by 10% or $500, whichever is less.

Departments are responsible for reviewing the “Non-Finalized Payment
Document Request” report at least weekly to ensure their payment
documents are processed or cleared from the e CAPS Document Catalog.

Departments must always comply with all County procurement policies. In
addition, Departments must comply with specific payment audit procedures
provided by the A-C’s Disbursements Division.

For each encumbering document, departments must maintain files
containing the requisition, Purchase Order or encumbrance request, the
vendor invoice and the eCAPS payment transaction. The invoice must be
approved by personnel who have direct knowledge that goods and services
were received such as the receiving clerk.

4.5.13 Vendor Payment Time Frame Requirements

The Board of Supervisors has an established policy that all vendor payments will
be issued within 30 calendar days of receipt of the vendor’s invoice. Successful
implementation of the 30 day payment policy requires the understanding and full
cooperation of all departments. If vendors offer discounts for earlier payment,
departments must ensure the discounts are taken. Any problems or questions
regarding this payment policy should be directed to the A-C's Disbursements
Division.
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Objective No. 3(d) — Recording of IWF Expenditures

Criteria

Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund Allocated
Budget and Expenditure (October 2023), states:

To ensure the accurate monitoring and tracking of the Inmate Welfare Fund (IWF)
allocated budget and expenditures in compliance with fund regulations and the
county fiscal manual, Special Funds Accounting Accountants shall follow the
procedure below to monitor IWF spending activities:...

o After approval of above document, record the transaction promptly in the
IWF Project Control Log to reserve the encumbered amount and adjust the
available project budgeted appropriation by reducing the encumbered
amount.

e Record all expenditure transactions, including PO number, vendor name,
invoice date, invoice number, payment date, project number, payment
description, and amount, in the project expenditure log immediately after
entering the transaction in e CAPS.
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Objective No. 4 — Revenue Recording Process

Obijective No. 4(a) — Receipt and Deposit of IWF Revenue

Criteria

Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund Revenues
(October 2023), states:

To ensure the efficient and accurate tracking of revenue deposited into the Inmate
Welfare Fund (IWF), Special Funds Accounting Accountants shall follow the
procedure below to monitor the revenue deposited to the IWF in a timely and
accurate manner:

1. Monitor Incoming mail daily to ensure that all revenues are received
according to their respective schedules:
e Phone revenue: Scheduled to be received monthly by the 8th of each
month.
e Commissary Profit-Sharing Revenue: Scheduled to be received weekly.
e Interest revenue: Scheduled to be received monthly, at the end of the
month.

2. Ensure that received revenues are deposited into the IWF trust account

within the same business day of receipt or no later than the close of the next
business day following receipt.
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Objective 4(b) — Allocation of IWF Revenue

Criteria

Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund Revenues
(October 2023), states:

To ensure the efficient and accurate tracking of revenue deposited into the Inmate
Welfare Fund (IWF), Special Funds Accounting Accountants shall follow the
procedure below to monitor the revenue deposited to the IWF in a timely and
accurate manner:

1. Allocate the revenue by transferring the recorded revenue to the IWF
programs account and the Facility Service Account based on a 51/49 ratio.
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Objective 4(c) — Recording of IWF Revenue

Criteria

Special Funds Accounting, Procedures for Tracking the Inmate Welfare Fund Revenues
(October 2023), states:

To ensure the efficient and accurate tracking of revenue deposited into the Inmate
Welfare Fund (IWF), Special Funds Accounting Accountants shall follow the
procedure below to monitor the revenue deposited to the IWF in a timely and
accurate manner:

4. Update the IWF Revenue Ledger promptly when any revenue is received.

5. Cross-verify the received revenue with statements from the phone company
and commissary companies to ensure that revenues were calculated in
accordance with the contracted terms.
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	Los Angeles County Sheriff’s Department
	Audit and Accountability Bureau
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	EXECUTIVE SUMMARY
	Under the authority of the Los Angeles County Sheriff’s Department (LASD or the Department) Executives, the Audit and Accountability Bureau (AAB) conducted an audit of the Inmate Welfare Fund (IWF) at the request of the Financial Programs Bureau (FPB)...
	Issue No. 5 - Management Monitoring of Internal Controls
	Sheriff management develop ongoing self-monitoring processes that include:
	a) Examination of process and control activities, such as review of an adequate number of transactions on a regular basis to ensure adherence to established procedures and internal controls, County rules, and best practices.
	b) Documenting the monitoring activity and retaining evidence so it can be subsequently validated.
	c) Elevating material exceptions to management on a timely basis to ensure awareness of relative control risk, and to ensure appropriate corrective actions are implemented.
	In addition, this audit was conducted to provide guidance to the Department in developing a tool to self-monitor its internal controls as required by the County Fiscal Manual (CFM), Section 1.0.2, Management’s Ownership for Internal Control, which sta...
	 Facilities Services Bureau (FSB), which uses IWF revenue to purchase materials and supplies for maintenance and improvements within jail facilities.
	 Inmate Services Bureau (ISB), which is responsible for procuring various goods and services for the inmate programs financed by the IWF.
	 Financial Program Bureau - Special Funds Accounting Unit (SFA), which tracks the profit-sharing revenue deposited to the IWF and manages the expenditure budgets from FSB and ISB.
	The specific objectives of this audit were as follows:
	A. Evaluation of IWF policies and procedures - To determine if the process owners’ existing policies and desktop procedures regarding IWF conformed to the Los Angeles County Fiscal Manual and Department policies.
	B. Evaluation of IWF processes and controls - To identify existing IWF processes and controls, and to evaluate the effectiveness, efficiency, and accountability of process owners on operations and functions relating to the IWF, such as the procurement...
	To accomplish these audit objectives, AAB performed the following procedures:
	 Reviewed and evaluated existing IWF policies and desktop procedures.
	 Conducted interviews and walkthroughs with process owners to identify IWF processes and controls.
	 Reviewed IWF expenditure transactions for the month of June 2023.
	A summary of the audit findings that resulted from the evaluation of IWF policies and desktop procedures, and IWF processes and controls, can be found in the tables below:
	The AAB made 11 recommendations related to these findings.  Our recommendations are intended to improve the existing policies and procedures and strengthen the processes and controls relating to IWF.  The AAB also made a recommendation for FPB to deve...
	The following report provides detailed audit findings and recommendations for improvement and management’s responses.
	AUDIT REPORT
	PURPOSE
	BACKGROUND
	On April 22, 2021, the Los Angeles County Auditor-Controller’s Department (A-C), at the request of the Audit Committee, conducted an Inmate Welfare Fund process review to evaluate the design of the Department’s processes and controls over the IWF.  Th...
	Sheriff management develop ongoing self-monitoring processes that include:
	a) Examination of process and control activities, such as review of an adequate number of transactions on a regular basis to ensure adherence to established procedures and internal controls, County rules, and best practices.
	b) Documenting the monitoring activity and retaining evidence so it can be subsequently validated.
	c) Elevating material exceptions to management on a timely basis to ensure awareness of relative control risk, and to ensure appropriate corrective actions are implemented.
	To satisfy this recommendation by the A-C, on August 15, 2023, the Financial Programs Bureau (FPB) requested AAB to conduct a “mini-audit” of the Department’s processes for IWF expenses.  The A-C suggested to the FPB an independent unit within the Dep...
	DETAILED FINDINGS AND RECOMMENDATIONS
	A. Evaluation of IWF Policies and Procedures
	Auditors evaluated the existing IWF policies and procedures established by each process owner.  Per CFM 8.3.0, Standards and Procedures should provide detailed guidance to staff and supervisors in the performance of their day-to-day duties and describ...
	The tables below and on the following pages summarize the IWF policies and procedures identified, the process owners, the results of the evaluation and the recommendations by AAB.
	B. Evaluation of IWF Processes and Controls
	Auditors obtained and examined the procurement package for each IWF expenditure transaction to determine if they adhered to the applicable procurement and purchasing policies.  During the examination, auditors reviewed the completeness and accuracy of...
	Detailed Findings
	Objective No. 1 – Procurement and Purchasing Process
	This objective included an evaluation of the completeness and accuracy of the procurement documents related to IWF expenditures, ensuring that proper approvals were secured at every stage of the procurement and purchasing process, and confirming the s...
	This objective included an evaluation of whether the procurement documents for the IWF expenditures were reviewed for appropriate use of funds and the availability of funds, prior to being entered into eCAPS.
	This objective included an evaluation of whether appropriate eCAPS approvals were applied; whether the IWF expenditure information entered in the eCAPS matches the information in MAXIMO (jail maintenance expenditures) or DRF (program expenditures); wh...
	The objective regarding recording of IWF expenditures was not evaluated because the applicable criteria was implemented after the audit period. However, this objective will be evaluated in subsequent IWF audits.
	Objective No. 4 – Revenue Recording Process
	This objective was not evaluated because the applicable criteria were implemented after the audit period.  However, this objective will be evaluated in subsequent IWF audits.
	RECOMMENDATIONS
	The purpose of this report is to provide a detailed summary of the recommendations aimed at improving the existing policies and procedures and strengthening the processes and controls relating to IWF. The AAB makes the following recommendations:
	A. Evaluation of IWF Policies and Procedures
	1. The FSB should periodically review and update the Purchase Requisition Instruction Manual policy to ensure the roles and responsibilities of FSB staff and supervisor are clearly defined and consistent with the Department’s procurement and purchasin...
	2. The FSB should periodically review the Purchasing Requisition Instruction Manual and the Unit Order 2023-01 Compliance with Inmate Welfare Fund Guidelines to ensure that they are updated and consistent with one another.
	3. The ISB should periodically review the ISB Procurement Process policy and establish a more comprehensive IWF policy to adequately guide staff and supervisors of all the key IWF processes and controls relating to ISB procurement and purchasing.
	4. The ISB should periodically review and update the existing Business Management Unit Handbook for Accountant III policy to ensure that all procurement roles and responsibilities are identified.
	5. The SFA should periodically review and update the Special Funds Accounting Procurement & Funding Approval Process policy to ensure that all IWF procurement and purchasing workflows are identified, specifically relating to SFA’s procurement and/or a...
	6. The SFA should periodically review and update the Procedure for Tracking the Inmate Welfare Fund Allocated Budget and Expenditure policy to ensure that the workflow is clearly defined and that there is proper segregation of duties, specifying who (...
	7. The SFA should periodically review and update the Procedure for Tracking the Inmate Welfare Fund Revenues policy to ensure that the workflow is clearly defined and that there is proper segregation of duties, specifying who (position/title) is respo...
	B.  Evaluation of IWF Processes and Controls
	1. Objective No. 1(a) – Procurement and Purchasing Process (Jail Maintenance Expenditures): The SFA management must ensure staff maintain complete and consistent procurement documentation for audit trail and retention purposes.
	2. Objective No. 2(a) – Funding Approval Process (Jail Maintenance Expenditures): The FSB management must ensure that staff select the correct funding source for PRs submitted in MAXIMO to ensure compliance with fund guidelines and required approvals ...
	3. Objective No. 2(b) – Funding Approval Process (Program Expenditures): The SFA management must revisit the policy regarding IWF funding approval to verify if the policy is still consistent with their "current practice" and to train process owners of...
	4. Objective No. 3(c) – Expenditure Control and Monitoring Process (Vendor Payments): The SFA management must revisit the policy regarding proper invoice payment authorization and to train process owners of any changes/updates to be made. It is also r...
	CONCLUSION
	View of Responsible Officials
	On September 6, 2024, the FPB management submitted a formal response to the AAB concurring with the audit results.  The AAB presented the final audit report to the Division Director, Office of Constitutional Policing.
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	Part II of Public Complaints Audit:
	PURPOSE
	The audit consisted of one main objective with a total of eight sub-objectives.
	The auditors also observed the AV Stations combined did not meet compliance for six [Objective 1(a), 1(b), 1(c),1(e), 1(f) and 1(g)] of the eight sub-objectives that are applicable to the compliance metrics.  The AV Stations are mandated to meet or ex...
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	Given the success rates in correctly categorizing public complaints for the AV Stations, it is crucial to reinforce positive behaviors and leverage these successes for continuous improvement.  It is recommended to incorporate these results in routine ...
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