
C O U N T Y  O F  L O S  A N G E L E S  
DEPARTMENT OF AUDITOR-CONTROLLER 

  

  KENNETH HAHN HALL OF ADMINISTRATION 

500 WEST TEMPLE STREET, ROOM 525 

LOS ANGELES, CALIFORNIA 90012-3873 

PHONE: (213) 974-8301 FAX: (213) 626-5427 

 

 
 
 
 

 
 

Help Conserve Paper – Print Double-Sided 
“To Enrich Lives Through Effective and Caring Service” 

OSCAR VALDEZ 
AUDITOR-CONTROLLER 

 

CONNIE YEE 
CHIEF DEPUTY AUDITOR-CONTROLLER 

REPORT #B26003 

May 21, 2026 
 
 
TO:  Each Supervisor 
 
FROM: Oscar Valdez 
  Auditor-Controller 
 
  Robert G. Campbell 
  Assistant Auditor-Controller / Chief Audit Executive 

 
SUBJECT: LOS ANGELES HOMELESS SERVICES AUTHORITY – FINANCIAL 

AND OPERATIONAL PROCESS REVIEW (March 3, 2026, Board 
Agenda Item 79-A)  

 
On February 25, 2026, the Chief Executive Office (CEO) notified the Los Angeles 
Homeless Services Authority (LAHSA) that the County would initiate a review of its 
financial and operational processes and assess compliance with the restructured 
Operational Agreement and Measure A Funding Agreement between the County and 
LAHSA.  This review was prompted by delays in invoice processing and payment 
issuance to County-funded service providers, and failures to draw down funds to support 
scheduled advance payments at the end of January 2026.  The notification also indicated 
that this review would be completed within approximately two weeks.  Subsequently, on 
March 3, 2026, the Board of Supervisors (Board) instructed the Interim CEO, Director of 
the Department of Homeless Services and Housing (HSH), and the Auditor-Controller 
(A-C) to develop and oversee a plan to pay County-funded LAHSA providers and to report 
back on the A-C’s analysis and corrective action plan, and County oversight to ensure 
timely contractor payments and transparent, effective financial processes on 
April 14, 2026.   
 
Our review included evaluating LAHSA’s financial records and condition for the period 
from July 1, 2025 to the latest available records at the time of our review, interviewing 
LAHSA management and staff, and conducting walkthroughs of LAHSA’s processes for 
submitting claims to draw down advance funds, issuing advances and payments to 
County service providers, processing invoices, and performing quarterly reconciliations of 
advance funds and invoiced expenditures.  We also attempted to evaluate LAHSA’s 
current financial position using their financial statements and accounting records.  
However, LAHSA was unable to provide complete financial statements and accounting 
records, including a balance sheet, which prevented us from conducting a full-scope 
review.   

 PRIORITY 1 

PRIORITY 2 

PRIORITY 3 

NUMBER OF 
RECOMMENDATIONS 

FAST FACTS 

 

LAHSA is a joint 

powers authority 

created in 

December 1993 

by the City and 

County of 

Los Angeles. 

 

LAHSA receives 

funding from the 

County of 

Los  Angeles, 

City of 

Los Angeles, 

State, and 

federal 

governments. 

 

For Fiscal Year 

ended 

June 30, 2026, 

LAHSA’s total 

budget was 

approximately 

$829 million. 
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Results of Review 
 

We noted opportunities for LAHSA to improve their financial and operational processes and controls, which 
management has agreed to strengthen.  For example, LAHSA will: 
 
▪ Immediately update and maintain complete and accurate financial statements, and ensure supporting 

documentation are readily available to the County.   
 

▪ Ensure County funds, which includes advances, are accurately reported and used for their intended 
purpose.   

 

▪ Strengthen the accounts payable process by implementing controls such as regular monitoring of aged 
balances and prioritization of past due invoices, to ensure timely payment to County service providers, 
and continue coordinating with HSH to identify available funding for outstanding payables related to 
Measure H.   

 

▪ Develop strategies to ensure payments to County-funded service providers are issued in a timely manner, 
including working with the HSH to identify feasible solutions for staffing vacancies.  

 

▪ Continue to monitor service providers’ invoices for timely submissions, including collaborating with HSH 
to identify the root causes for late invoices and opportunities to improve the timeliness of the invoice 
submission process.   

 

▪ Consult with HSH to improve the quarterly reconciliation process, ensuring timely completion and 
identification of overpayments or underpayments and recoupment of excess advances to support efficient 
and accurate reconciliations.     

   
Review of Report 

 
We shared our report with LAHSA, the CEO, and HSH.  For details of our review, see Attachment I.  
LAHSA’s response, included in Attachment II, indicates general agreement with our findings and 
recommendations.  
 
LAHSA’s response also indicates that recommendations have either been implemented, are in the process 
of being implemented, or that corrective actions are ongoing.  In addition, LAHSA indicated they will make 
accounting records available to the County, including a comprehensive trial balance and monthly reports of 
advances disbursed to service providers and related expenditures.  However, as noted in our report, the 
information provided was insufficient to fully assess the Agency’s financial condition or to confirm the extent 
of any overpayments or applicable recoupments necessary to support the reconciliation process.  Given the 
significance of the issues identified, continued improvements and enhanced processes are critical to 
ensuring accountability, strengthening financial oversight, and supporting the continuity and success of 
homelessness services.  
 
We thank LAHSA management and staff for their cooperation and assistance during our review.  If you have 
any questions please call us, or your staff may contact Bill Evans at wevans@auditor.lacounty.gov.  
 

 

mailto:wevans@auditor.lacounty.gov
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Gita O’Neill, Interim Chief Executive Officer, LAHSA 
Sarah Mahin, Director, Department of Homeless Services and Housing 
Audit Committee 
Countywide Communications 
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LOS ANGELES HOMELESS SERVICES AUTHORITY 
FINANCIAL AND OPERATIONAL PROCESS REVIEW 

 
Background 

 
The Los Angeles Homeless Services Authority (LAHSA or Authority) is a joint powers 
authority (JPA) of the County of Los Angeles (County) and the City of Los Angeles (City), 
established in December 1993 to address homelessness in the region.  LAHSA 
coordinates and manages federal, State, County, and City funds for programs that 
provide various services to individuals experiencing homelessness.  At the time of our 
review, LAHSA’s audited financial statements and federally mandated Single Audit for 
Fiscal Year (FY) 2024-25 were not yet available.  As a result, we relied on LAHSA’s 
internal records, which indicate a total budget of approximately $829 million for 
FY 2025-26.  LAHSA also reported that during FY 2025-26, the majority of LAHSA’s 
funding comes from the County and City, totaling approximately $379 million (46%) and 
$290 million (35%), respectively. 
 
In April 2025, the Board of Supervisors (Board) approved a motion to establish the 
Department of Homeless Services and Housing (HSH or Department), which officially 
launched on January 1, 2026.  HSH was created to improve accountability and 
transparency and to support a centralized, integrated, and streamlined County approach 
to homelessness services.  Beginning in FY 2026-27, the Department is expected to 
directly contract with service providers while administering limited funds through LAHSA.  
During this transition, it is critical for HSH to work closely with LAHSA to address the 
recommendations noted in this report, as many of the underlying issues may persist with 
the transfer of service provider contracts and responsibilities.  Such coordination will help 
ensure that corrective actions are fully implemented and that improvements are sustained 
to ensure the continuity of homelessness services under HSH’s new service delivery 
structure.  
 

Review Scope 
 
On February 25, 2026, the Chief Executive Office (CEO) notified LAHSA that the County 
would initiate a review of the Authority’s financial and operational processes and assess 
compliance with the restructured Operational Agreement (OA) and Measure A Funding 
Agreement between the County and LAHSA.  This review was prompted by delays in 
invoice processing and payment issuance reported by some County-funded service 
providers, and the untimely draw down of County funds to support scheduled advance 
payments at the end of January 2026.  CEO’s notification also indicated that this review 
would be completed within approximately two weeks.  
 
Our review included evaluating selected LAHSA financial records covering the period 
July 1, 2025 to the most current information available at the time of our review; 
interviewing LAHSA management and staff; and conducting walkthroughs of the 
Authority’s processes for preparing and submitting claims to draw down advance funds, 
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processing service provider invoices, issuing advances and payments to County service 
providers, and performing quarterly reconciliations of advance funds and invoiced 
expenditures.  The purpose of this review was to identify immediate opportunities to 
shorten and streamline the advance payment process for County-funded LAHSA 
contractors, and to identify root causes – including business process, capacity, and 
control issues – which may have contributed to delayed LAHSA payments to providers.  
We also attempted to evaluate LAHSA’s current financial position using their financial 
statements and accounting records, to assess whether that position may have contributed 
to payment issues.  However, as noted below, LAHSA was unable to provide a complete 
set of perpetual financial statements or key accounting records, including a balance 
sheet, which prevented us from conducting a full-scope review.  
 

Financial Records 
 
Perpetual financial records are fundamental to demonstrate an organization’s financial 
position, accountability, transparency, and responsible stewardship of public resources, 
and are particularly critical for large organizations with complex funding streams like 
LAHSA.  Key documents and data, such as balance sheets, statement of revenues, 
expenditures, and changes in fund balance, cash flow statements, and supporting 
records, collectively provide a complete and accurate overview of an organization’s 
financial activities and fiscal health.  The OA requires LAHSA to maintain financial records 
that are complete and accurate and prepared in accordance with generally accepted 
accounting principles (GAAP).  California Government Code (GC) 6500, et seq., the Joint 
Exercise of Powers Act, codifies standards and requirements applicable to JPAs, 
including LAHSA, and among other things requires that the JPA agreement “…provide 
for strict accountability of all funds and report of all receipts and disbursements.” 
 
Limited Financial Transparency  
 
During our review, we made numerous requests for various financial statements and 
records to evaluate LAHSA’s current financial position and operational performance, 
particularly with respect to service provider payments and accountability of County funds.  
While LAHSA provided some of the documentation, the Authority did not provide their 
complete unaudited balance sheet or a statement of revenues, expenditures, and 
changes in fund balance.  As a result, we were unable to adequately assess LAHSA’s 
financial condition or evaluate the effectiveness of LAHSA’s financial management and 
oversight.  This lack of transparency also raises broader concerns about the accessibility 
and completeness of LAHSA’s financial records, increasing the risk of undetected errors, 
financial mismanagement, and noncompliance with the OA and indicating potential 
noncompliance with GC requirements.     
 
Incomplete and Inaccurate Financial Records 
 
As of March 5, 2026, LAHSA reported approximately $60.5 million in cash on hand, 
approximately $124.3 million in accounts receivable (money LAHSA indicated it had 
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fulfilled the necessary requirements to be paid but had not yet received, which LAHSA 
reported was due and payable primarily from government funders under the terms of their 
various agreements and contracts with LAHSA), and $78.5 million in accounts payable 
(money LAHSA reported owing at that point in time to service providers and vendors 
providing operating and administrative support).  The largest accounts receivable 
balances LAHSA reported were due from the City of Los Angeles ($96.5 million) and the 
County ($27.8 million), and we requested both funders to confirm and reconcile the 
amounts reported by LAHSA.  While the County or HSH was able to provide an 
accounting and reconciliation that generally validated the amounts reported by LAHSA, 
the City of Los Angeles Housing Department was able to validate only a portion of the 
accounts receivable amount reported by LAHSA and indicated that they were “still 
working with LAHSA and the service providers to determine the actual accounts 
receivable amounts,” and could not provide confirmation or a reconciliation of the total 
balances reported by LAHSA until that process was complete.  Due to concerns regarding 
the accuracy and completeness of LAHSA’s reported balances, the figures are presented 
as reported without additional analysis, as discussed further below.  
 
Based on the financial records available to us, we noted that certain financial activities 
were not recorded in a timely manner, undermining the completeness and accuracy of 
LAHSA’s financial records.  For example, we noted that as of February 28, 2026, eight 
months into FY 2025-26, LAHSA had not recorded grant revenue in their statement of 
revenues, expenditures, and changes in fund balance, despite receiving approximately 
$145.1 million in advance payments from the County.  According to GAAP, advance 
payments must be recognized as revenue when earned and when the related 
expenditures are incurred.  However, LAHSA did not convert the advance payments to 
earned revenue timely.  As a result, LAHSA’s financial records do not fully reflect the 
organization’s financial position, which could impair reporting accuracy and accountability 
for County funds, as well as management visibility into the Authority’s financial position 
and stability.  
 
We also noted issues related to LAHSA’s accounts receivable.  Specifically, LAHSA did 
not adjust their accounts receivable balances to reflect approximately $2.14 million in 
payments received from the County between one and eight months earlier.  In addition, 
we noted the accounts receivable records included duplicate entries that overstated the 
cash balance by approximately $47.2 million.  While LAHSA indicated that the duplicate 
entries were subsequently corrected, they did not provide documentation to support when 
those adjustments were made. 
 
LAHSA attributed these discrepancies to incomplete reconciliations that were required to 
be completed before recording the related financial activity.  These delays and omissions 
compromise the accuracy and completeness of financial reporting, weaken the reliability 
of financial information used for oversight and decision-making, and are not in compliance 
with GAAP, OA reporting requirements and the GC.  LAHSA’s failure to maintain timely 
and transparent financial records also undermines accountability and public confidence 
in the proper use of public funds. 
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Cash Management Deficiencies   
 
As noted above, LAHSA receives funding from various government sources and uses 
their accounting system and discrete grant codes to track each fund.  The Authority also 
receives funds from a private foundation, which may be used to supplement payments to 
service providers.  LAHSA indicated that they use a single operating bank account to hold 
all cash and disburse payments to all service providers, regardless of the funding source.  
 
We reviewed LAHSA’s cash balance report dated February 28, 2026, which shows total 
cash on hand and amounts available by funding source.  While the County account had 
a positive balance of approximately $22.4 million, we noted two other funding sources 
showed negative balances (i.e., they were overdrawn) totaling approximately 
$7.84 million.  This indicates that LAHSA provided funds from other funding sources, in 
excess of the amounts received from those government funders for the respective grants.  
One source of funds could have been the private foundation account, but we noted it only 
had resources available to cover a maximum of $3.9 million of the overdrawn amount, 
leaving a remaining negative balance of $3.94 million.  Based on the use of a single 
operating account for disbursements, these facts indicate that cash from other 
government funders was used, at least temporarily, to support obligations of a separate 
government funder’s programs.  LAHSA indicated that the negative cash balances were 
due to timing differences of when cash was received and recorded.   
 
Unpaid Amounts Owed to County Service Providers 
 
Accounts payable represent amounts that LAHSA owes to service providers or vendors 
for goods or services received but not yet paid (e.g., invoices and advance requests 
received but unpaid).  As of March 4, 2026, LAHSA reported approximately $75.6 million 
in accounts payable due to service providers across multiple funding sources.  Of this 
amount, approximately $51.2 million (68%) was more than 30 days past the due date.  In 
addition, approximately $34.6 million (46%) was owed to County-funded service 
providers, of which approximately $13 million (38%) relates to providers funded through 
Measure H and $3.3 million (9%) relates to providers funded through Measure A.  For 
accounts payable funded through Measure H, LAHSA indicated these balances are 
primarily attributable to providers submitting untimely invoices after the close of the 
budget year.  LAHSA reported that they are actively working and coordinating with HSH 
to identify available funding to pay these outstanding payables since Measure H ended 
on March 31, 2025, and was replaced by Measure A.    
 
The significant volume of aged payables, particularly those owed to County service 
providers and related to Measure H, could significantly impact service providers’ ability to 
sustain operations, disrupt the delivery of critical homelessness services, and raises 
concerns over LAHSA’s ability to administer funds in a timely and accountable manner.  
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Recommendations  
 
LAHSA management:  
 
1. Immediately update and maintain complete and accurate financial 

statements, and ensure all supporting records and documentation are 
readily available to the County.  [Priority 1]   
 

2. Ensure County funds, which include advances, are accurately reported 
and used for their intended purpose.  [Priority 1] 

 
3. Strengthen the accounts payable process by implementing controls such 

as regular monitoring of aged balances and prioritization of past due 
invoices, to ensure timely payment to County service providers, and 
continue coordinating with HSH to identify available funding for 
outstanding payables related to Measure H. [Priority 1] 

 
Advance Payment Model 

 
According to the OA between the County and LAHSA, effective May 5, 2025, LAHSA is 
required to request Measure A advance funds for each upcoming fiscal quarter no later 
than 45 days before the start of that fiscal quarter.  The OA also requires LAHSA to 
disburse monthly advance funds to County-funded service providers on or before the 25th 
day of each month to ensure sufficient cash flow for the timely delivery of critical 
homelessness services.  In addition, to ensure funds are used as intended and to identify 
any overpayments and excess funds, LAHSA is required to reconcile advances paid 
against service providers’ invoices, as necessary, and recoup excess advances at the 
end of each fiscal quarter.  As of March 4, 2026, during FY 2025-26, the County provided 
LAHSA approximately $145.1 million in Measure A advances and payments, of which 
LAHSA disbursed approximately $120 million to various service providers.   
 
We reviewed LAHSA’s records related to advance fund requests to the County, service 
provider invoices, and payments to County-funded providers to determine whether 
advance requests were submitted timely and invoices were processed and payments 
disbursed in accordance with required timelines.  We noted the following:  
 

• Untimely Advance Fund Requests and Disbursements – During the second 
and third quarters of FY 2025-26, LAHSA did not submit timely quarterly advance 
funding requests to the County, with submissions averaging more than 30 days 
past the required deadline.  Similarly, during the review period of July 1, 2025, to 
February 28, 2026, LAHSA did not disburse monthly advance payments to 
County-funded service providers in a timely manner, with payments averaging 
more than 25 days late.  LAHSA indicated these delays were due to staff attrition, 
including vacancies in critical roles and overall staffing shortages, additional time 
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needed to implement the new advance payment process, and delays in executing 
Measure A service provider contracts, which they reported impacted advances and 
payments to service providers.   
 
While we requested records to show advances disbursed and service providers’ 
invoiced amounts, LAHSA was unable to provide sufficient documentation, 
including records supporting the amounts advanced, adjusted based on 
reconciliation, or recouped from County service providers.  As a result, we could 
not verify the amounts disbursed to service providers or evaluate whether 
payments were calculated and issued in accordance with the OA.  This limitation 
prevented us from assessing the overall accuracy and appropriateness of service 
provider payments.   
 

• Late Service Provider Invoices – The OA allows service providers until the 15th 
calendar day of each month to submit invoices for services performed during the 
prior month.  LAHSA is responsible for ensuring that providers submit timely and 
complete invoices, including adequate documentation, to substantiate the use of 
advance funds and to facilitate quarterly reconciliations and the advance 
recoupment process.  However, based on our review of invoice receipt dates for 
the period of July 1, 2025, to February 28, 2026, we noted that 83% of invoices 
from County-funded service providers were submitted late.  While LAHSA 
indicated they hold monthly meetings with service providers to discuss invoice 
statuses, there appear to be opportunities for LAHSA to further enhance their 
monitoring of service providers to ensure invoices are submitted timely, as 
required, and to continue working with service providers to identify the reasons for 
late invoices and take appropriate action.  Addressing the root cause of the late 
invoice submissions is critical, as this issue may also impact HSH when it begins 
directly contracting for similar services. 
 
LAHSA indicated that late invoice submissions were attributable to delays in 
executing service provider contracts.  Specifically, service providers were unable 
to submit invoices until their contracts were executed and entered in LAHSA’s 
contract and billing system, which was not completed until late 2025.  However, 
LAHSA is responsible for ensuring timely contract execution and invoice 
submission, and these delays demonstrate weaknesses in their contract 
management and invoice oversight processes.  As noted below, strengthening 
these processes is critical to supporting timely reconciliations.  
 

• Incomplete Quarterly Reconciliations – As noted above, the OA requires 
LAHSA to reconcile advances against invoices (or actual expenditures) at the 
service provider level to identify any overpayments or underpayments, and to 
recoup excess advances, as necessary, at the end of each fiscal quarter.  During 
our review, LAHSA indicated they have not completed the required reconciliations 
for the first two quarters of FY 2025-26.  According to LAHSA, multiple factors 
compounded over time to create this backlog, creating a complex issue that is not 
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easily resolved.  Specifically, LAHSA indicated that late invoice submissions create 
periodic influxes of documents that, given their constrained staffing levels, hinder 
their ability to review and reconcile invoices timely.  In addition, as the third and 
fourth fiscal quarters approached, this backlog made the reconciliation process 
more complex and time sensitive.  LAHSA also indicated that some service 
providers are unable to return advance funds, raising concerns about their ability 
to repay excess advances, and that LAHSA is working with HSH to address 
potential instances where recoupment may not be possible.   

Delays in the quarterly reconciliation process represent a critical bottleneck in the 
advance payment model and affect LAHSA’s ability to draw down County funds 
and make timely advances and payments to service providers, as reconciled 
expenditures are necessary to support funding requests and ongoing 
disbursements.  Also, addressing the reconciliation delays would improve the 
timeliness of payments to service providers and support an effective transition of 
this process to HSH.   
 

In addition, while LAHSA provided summary reports of the total advances and 
service provider invoices as of March 4, 2026, they did not provide a detailed 
accounting of the purported excess advances by individual service provider.  As a 
result, we were unable to confirm the existence or determine the extent of 
overpayments, if any, or assess whether appropriate recoupments have been 
identified and initiated, as required by the OA.  

 Recommendations 
  

LAHSA management:  
 

4. Ensure advance requests are submitted timely to the County.  [Priority 1] 
 

5. Develop strategies to ensure payments to County-funded service 
providers are issued in a timely manner, including working with HSH to 
identify feasible solutions for staffing vacancies.  [Priority 1] 

 
6. Continue to monitor service providers’ invoices for timely submissions, 

including collaborating with HSH to identify the root causes for late 
invoices and opportunities to improve the timeliness of the invoice 
submission process.  [Priority 1] 

 

7. Consult with HSH to improve the quarterly reconciliation process, 
ensuring timely completion and identification of overpayments or 
underpayments and recoupment of excess advances to support efficient 
and accurate reconciliations.  [Priority 1] 
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