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RECOMMENDATION

Original Issue/lmpact: LAHSA did not always pay
their sub-recipients timely, which impacted their cash
flow and the ability to provide client services. In
addition, after our initial review, we noted that
LAHSA'’s sub-recipients were still not always paid
timely even though the Agency initiated a 7-day pay
process to improve the timeliness of their
sub-recipient payments. Specifically, we reviewed a
sample of ten Measure H sub-recipient payments
made in February and March 2018, and noted that all
ten (100%) were paid after the Agency’s targeted
seven days, of which four (40%) were paid after the
required 30 days.

A-C COMMENTS

controls and strengthen their A/P process and
allocated additional staff to their A/P function. As a
result, LAHSA significantly improved the average
time to process and pay their sub-recipients.
Specifically, we reviewed LAHSA'’s internal reports
that track the timeliness of their sub-recipient
payments and confirmed that LAHSA reduced the
average time to pay their sub-recipients from
approximately 41 days in September 2018 to
approximately eight days in September 2020.
Although LAHSA did not specifically meet their
original 7-day pay process goal, the Agency
implemented our recommendation by improving
controls and oversight of their A/P function to
significantly improve the timeliness of sub-recipient
payments.

It should be noted that as mentioned in our
Contracting Operations Assessment Follow-up
Review, LAHSA had contract amendments that
were executed retroactively in FY 2020-21, which
impacted their sub-recipients’ ability to submit timely
invoices for reimbursement.

- LAHSA management re-evaluate their| Recommendation Status: Implemented
current operational processes and implement

updated and/or automated procedures to ensure they
follow-up on their aged Accounts Receivables (A/R)
timely.

Original Issue/lmpact: LAHSA did not always
follow-up on their aged A/R timely. This impacted
LAHSA's ability to receive revenue timely, which
could lead to delays in paying their sub-recipients.

We confirmed LAHSA developed and implemented
updated procedures to follow-up on aged A/R
timely. Specifically, we reviewed the Agency’s A/R
Aging Action Plan which indicated a specific
follow-up process that is initiated once a receivable
is past due.

- LAHSA management provide adequate
oversight of key fiscal functions.

Original Issue/lmpact: LAHSA management did not
always provide adequate oversight over key fiscal
functions, which led to operational inefficiencies. As
previously indicated, LAHSA did not always maintain
adequate staffing levels and follow-up on aged
receivables and payables timely.

Recommendation Status: Implemented

We confirmed LAHSA filled and maintained
additional key positions (e.g., supervisors and
managers) in their Finance Department to enhance
oversight of key fiscal functions. In addition, LAHSA
implemented key fiscal recommendations, such as
recommendations 3 through 7 identified in this
review.

- LAHSA management re-evaluate their
current review and approval processes to improve
efficiency and reduce the time required to process all
of their transactions.

Original Issue/lmpact: LAHSA’s review/approval
process for payments to sub-recipients required up to

Recommendation Status: Implemented

We confirmed LAHSA revised their approval
thresholds to streamline the sub-recipient cash
advance request and invoice processes.
Specifically, we reviewed LAHSA’s updated policy
indicating they reduced the number of approvers

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency’s operations if corrective action is not taken.



LOS ANGELES COUNTY

AUDITOR-CONTROLLER

RECOMMENDATION ‘

Attachment |
Page 5 of 7

A-C COMMENTS |

five levels of review depending on the dollar amount
of the payment, resulting in inefficiencies and delays
that could impact their sub-recipients’ cash flow and
ability to provide client services.

required from five to two and the Agency indicated
their sub-recipient invoicing system reflects the
updated processes. As a result, the average time
for LAHSA to pay their sub-recipients significantly
decreased, as mentioned above in Issue 6.

It should be noted that as mentioned in our
Contracting Operations Assessment Follow-up
Review, LAHSA had contract amendments that
were executed retroactively in FY 2020-21, which
impacted their sub-recipients’ ability to submit timely
invoices for reimbursement.

10

- LAHSA management re-evaluate their
review and approval processes for preparing and
submitting the reimbursement claims to the funding
sources.

Original Issue/Impact: LAHSA’s reimbursement
claims to their funding sources required five levels of
review and approval regardless of the reimbursement
request type and/or amount. Having excessive layers
of approval could result in delays in submitting
reimbursement claims and receiving cash from
LAHSA'’s funding sources.

Recommendation Status: Implemented

We confirmed LAHSA revised their approval
thresholds to streamline the reimbursement claims
process.  Specifically, we reviewed LAHSA’s
updated policy indicating they reduced the number
of approvers required from five to two and the
Agency implemented updated procedures to reflect
the new approval process. As a result, LAHSA
improved the timeliness of submitting their
reimbursement claims, as mentioned above in Issue
5.

11

- LAHSA management provide adequate
oversight to ensure that responsible individuals are
clear on their roles and responsibilities.

Original Issue/lmpact: LAHSA did not provide
adequate management oversight to ensure that
finance staff had a clear understanding of their roles
and responsibilities and were aware of who was
responsible for certain functions. Having unclear
roles and responsibilities may negatively impact
LAHSA's ability to operate efficiently and effectively.

Recommendation Status: Partially Implemented

We confirmed LAHSA developed a comprehensive
Fiscal Operations Manual (Manual) to ensure
finance staff were clear on their roles and
responsibilities.  In addition, we reviewed the
Manual and confirmed it included detailed
procedures for various functions within LAHSA’s
Finance Department. However, as mentioned
below in Issue 16, LAHSA has not yet finalized the
Manual. To fully implement our recommendation,
LAHSA should ensure the Manual is finalized,
reviewed and approved by management, and
issued to the appropriate staff.

12

- LAHSA management establish and use a
centralized file that identifies each of the
subrecipients’ contract requirements.

Original  Issue/lmpact:  Sub-recipients’ cash
advance requests and invoices were not always
processed timely due to improper coding or
incomplete documentation required by LAHSA, which
delayed payments and negatively impacted the
sub-recipients cash flow. At the time of our initial
review, LAHSA's Finance Department did not have a

Recommendation Status: Implemented

We confirmed LAHSA established a centralized
reference file to identify their sub-recipients’
contract requirements for cash advance requests
and invoices. The file is used to assist staff in
ensuring required documents have been submitted
and transactions were coded accurately. We also
confirmed LAHSA populated the centralized
reference file by reviewing screenshots identifying

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency’s operations if corrective action is not taken.
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central reference file that identified the contract
requirements for each sub-recipient that could assist
staff in ensuring the required documents have been
submitted and transactions were coded accurately.

13

separate files for each of LAHSA’s sub-recipient
contracts.

- LAHSA management implement a quality
assurance process to periodically evaluate internal
business operations and its effectiveness to ensure
compliance with internal controls, internal policies
and procedures, and contract requirements.

Original Issue/lmpact: LAHSA did not have an
internal quality assurance process to evaluate their
business operations' internal controls, compliance
with internal policies and procedures, and/or
compliance with contract requirements. The risk for
errors, fraud, abuse, non-compliance, and/or other
operational weaknesses/inefficiencies increases
when an organization does not have an effective
guality assurance process in place to evaluate and
monitor their internal operations.

14

Recommendation Status: Partially Implemented

We confirmed LAHSA established an Internal
Auditing Unit (IAU) to periodically evaluate their
internal business operations. However, |AU’s
Annual Risk Assessment and Audit Plan (Audit
Plan), which identifies the scope and frequency of
their internal audit reviews, has not been updated
since FY 2018-19. LAHSA’s Audit Plan should be
reviewed annually and updated as necessary. In
addition, as of December 2020, IAU had not issued
an audit report since July 2019. LAHSA attributed
these issues to staff shortages within 1AU.

To fully implement our recommendation, LAHSA
should ensure they fully staff their IAU, update their
Audit Plan annually, and issue timely audit reports
to ensure proper oversight of their internal business
operations. LAHSA plans to fully implement this
recommendation by June 2021.

- LAHSA management ensure that more
than one employee can perform key job functions by
cross-training staff.

Original Issue/lmpact: As mentioned above, due to
high turnover in their Finance Department and staff
shortages, the remaining staff had to take on
additional responsibilities outside of their assigned
job functions. However, Finance Department staff
voiced concerns that they had little or no
cross-training to perform the additional duties.
Without adequate guidance from management and
proper cross-training of staff, the Agency's work
product could be negatively impacted and create a
backlog of assignments.

Recommendation Status: Partially Implemented

As previously mentioned, we confirmed LAHSA
developed a Manual that includes detailed
procedures for various functions within LAHSA’s
Finance Department. In addition, we reviewed the
Manual and confirmed it identifies the primary and
secondary staff who are responsible for and can
perform key fiscal functions.

However, the Manual still needs to be finalized and
approved, as mentioned below in Issue 16. To fully
implement our recommendation, LAHSA needs to
finalize and approve the Manual, and ensure staff
are adequately cross trained to perform key
functions as indicated in the Manual. LAHSA plans
to fully implement this recommendation by June
2021.

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency’s operations if corrective action is not taken.
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RECOMMENDATION

Faleldisie - LAHSA management should review and
update the existing fiscal policies and procedures
manual to include critical fiscal processes and reflect
updated practices that are/should be in place, and
ensure staff are in compliance with the established
policies and procedures.

Original Issue/lmpact: LAHSA's fiscal policies and
procedures manual was missing critical fiscal
processes and had not been updated to reflect
current actual practices since August 2016, which
could result in internal control weaknesses and
inconsistencies with fiscal procedures. In addition,
LAHSA management did not always ensure
compliance with existing fiscal policies and
procedures, which could also result in internal control
weaknesses, organizational inefficiencies, and risk of

A-C COMMENTS
Recommendation Status: Partially implemented

As previously mentioned, LAHSA developed a
comprehensive Manual, which we confirmed
replaced LAHSA’s outdated fiscal policies and
procedures manual. In addition, we reviewed the
Manual and confirmed it includes critical fiscal
processes and reflects updated procedures that are
currently in practice.

However, as mentioned below in Issue 16, LAHSA
has not yet finalized the Manual. To fully implement
our recommendation, LAHSA should ensure the
Manual is finalized, reviewed and approved by
management, and issued to the appropriate staff.
LAHSA plans to fully implement this
recommendation by June 2021.

16

non-compliance with contract requirements.

m - LAHSA management develop a
comprehensive Fiscal Operations Manual for each
position that includes step-by-step procedures for all

assigned duties to ensure compliance with proper
internal controls and to help standardize processes.

Original Issue/Impact: LAHSA did not have a
comprehensive fiscal operations manual, which was
referenced in their fiscal policy and procedures
manual. The lack of a comprehensive fiscal
operations manual can lead to internal control
weaknesses, improper processing of financial
transactions, and organizational inefficiencies.

Recommendation Status: Partially Implemented

As previously mentioned, we confirmed LAHSA
management developed a comprehensive Manual
that included detailed procedures for various
functions to help standardize processes within
LAHSA'’s Finance Department. However, although
the Manual includes updated procedures to guide
LAHSA'’s fiscal operations, LAHSA s still actively
updating the Manual and therefore, it has not been
finalized and approved by LAHSA management. To
fully implement our recommendation, LAHSA
should ensure the Manual is finalized, reviewed and
approved by management, and issued to the
appropriate staff. LAHSA plans to fully implement
this recommendation by June 2021.

We conducted our review in conformance with the International Standards for the Professional Practice of Internal
Auditing. For more information on our auditing process, including recommendation priority rankings, the follow-up
process, and management’s responsibility for internal controls, visit auditor.lacounty.gov/audit-process-information.

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency’s operations if corrective action is not taken.
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2) any outstanding issues related to LAHSA’s fiscal and contracting operations and/or
data collection and management systems and corrective actions in each of these
areas that are underway or pending; and

3) recommendations that include the exploration of alternative governance models or
structures to administer and oversee homeless funds, programs, and services on
behalf of the County in order to ensure optimal performance, transparency, and
accountability.

An interim response to the February 2020 Board motion was provided on August 13,2020.
The response included an update on the formation of the Workgroup and review process.

An interim response to the September 2020 Board motion was provided on
October 2, 2020. The interim response included a summary of actions, reviews, and
audits undertaken by the A-C and the plan to review for any outstanding issues.

Review Process

The CEO convened a workgroup consisting of staff from the A-C and County Counsel.
The Workgroup met regularly and developed a work plan to address the above
deliverables of each Board motion. The Board directives of the February 2020 Board
motion and directive number three of the September 2020 Board motion are fully
addressed in this report. Under separate cover, the A-C responded to directives one and
two of the September 2020 Board motion (Appendix I).

The Workgroup identified key elements necessary to conduct a thorough analysis of
LAHSA’s structure and function. These include:

o A review of documents related to LAHSA'’s structure and performance

e Interviews to solicit feedback on LAHSA’s performance, function, and structure
from various key stakeholders

e Collaboration with the City of Los Angeles and the LAHSA ad hoc Committee on
Governance, including a review of reports developed

e Review of funding and its impact on LAHSA’s function and structure

e Review of accountability and transparency mechanisms

The attached report and appendices address each of the above elements of the
Workgroup’s review, and consider independent reports produced by the A-C (Appendix
1) and the LAHSA Commission’s Governance Consultant (Appendix ).
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Additionally, jointly with the City and the LAHSA consultant, the workgroup participated in
interviews with the LAHSA Lived Experience Advisory Board, philanthropic organizations,
and the United States Department of Housing and Urban Development (HUD). The
findings of those interviews are included in Appendix Il, along with other interviews
conducted by the LAHSA consultant.

Potential Modifications to Improve Governance and Operation of LAHSA

As reflected in the attached report and its appendices, there are a range of areas in which
LAHSA’s governance and operations could be enhanced, including contracting,
communications, data, responsiveness, and accountability. To develop specific
proposals for Board consideration, we recommend that the Board:

e Direct the Chief Executive Office and County Counsel, in consultation with the
Auditor-Controller, to work collaboratively with the City of Los Angeles and
the Los Angeles Homeless Services Authority (LAHSA) to develop proposed
amendments to the LAHSA JPA Agreement, and submit an interim report to the
Board in 90 days and a final report in 180 days.

A list of potential amendments to the JPA agreement are set forth in the Potential Actions
section of the attached report, as well as potential actions that would not require
amendments to the JPA agreement.

If you have any questions, please contact Phil Ansell, Homeless Initiative Director, at
213-974-1752 or by email at pansell @ceo.lacounty.gov.

FAD:JMN:TJM:
PA:LC:ab

Attachment

o3 Executive Office, Board of Supervisors
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Auditor-Controller
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Introduction/Background

The passage of Measure H resulted in a significant influx of financial resources to support
the homeless services delivery system in Los Angeles County (County). As the lead
Continuum of Care (CoC) for the County responsible for coordinating housing and
services funding for homeless families and individuals, the Los Angeles Homeless
Services Authority (LAHSA) receives a significant portion of the County’s funding to
combat homelessness, including a majority of Measure H funding.

The Measure H ordinance incorporates oversight, accountability, and transparency. As
such, there have been a series of audits and reviews of homeless funds to ensure their
effective allocation and utilization. In April 2018, the Board of Supervisors (Board)
directed the Chief Executive Office (CEO) and the Auditor-Controller (A-C) to take
comprehensive steps to evaluate and enhance LAHSA'’s performance in relation to its
fiscal and contracting operations and data management systems, and LAHSA has been
the subject of various fiscal and operational reviews and audits which have identified
opportunities for corrective action. However, in the time since LAHSA's creation, despite
the infusion of resources to support the County’s comprehensive plan to combat
homelessness, the structure and function of LAHSA has not been comprehensively
re-examined.

On February 11, 2020, the Board adopted a motion directing the CEO, A-C, and County
Counsel, in consultation with LAHSA and relevant County Departments, to:

1) conduct an analysis of the current structure and function of LAHSA, in concert with
the efforts underway by the City of Los Angeles (City); and

2) report back to the Board with findings and recommendations, including proposed
modifications to improve the governance structure, performance, accountability,
and transparency of LAHSA.

Similar motions were adopted by the Los Angeles City Council and the LAHSA
Commission.

In September 2020, the Board further directed the CEO, in consultation with the A-C and
County Counsel, to report back on:

1) actions, reviews, and audits undertaken by the A-C in response to the prior Board
motion of April 18, 2018, resulting in operational improvements by LAHSA to
enhance performance and accountability;

2) any outstanding issues related to LAHSA's fiscal and contracting operations and/or
data collection and management systems and corrective actions in each of these
areas that are underway or pending; and

3) recommendations that include the exploration of alternative governance models or
structures to administer and oversee homeless funds, programs, and services on



behalf of the County in order to ensure optimal performance, transparency, and
accountability.

An interim response to the February 2020 Board motion was provided on
August 13, 2020. The response included an update on the formation of the Workgroup
and review process. An interim response to the September 2020 Board motion was
provided on October 2, 2020. The interim response included a summary of actions,
reviews, and audits undertaken by the A-C and the plan to review any outstanding issues.

This final report includes the following to fully address the February and September 2020
Board Motions described above:

e Overview of LAHSA Joint Powers Authority (JPA) — Overview on JPA creation,
current governance structure, and the process to implement changes to the
governance and operational structure.

e Summary of Stakeholder Interviews — The Workgroup conducted interviews to
solicit feedback on LAHSA’s performance and any areas for improvement.
Interviews were conducted with representatives from County Departments,
Council of Governments/Cities of the Antelope Valley, and Homeless Service
Providers. Additionally, the Workgroup participated in joint interviews with the City
and the LAHSA Commission Consultant on Governance. A summary of these joint
interviews with the LAHSA Lived Experience Advisory Board, philanthropic
organizations, and the United States Department of Housing and Urban
Development are included in Appendix II.

e Analysis of LAHSA performance over the most recent three-year period,
conducted by the County’s lead researcher on homelessness, Max Stevens of the
County’s Chief Information Office.

e Potential amendments to the LAHSA JPA Agreement and other potential changes
to enhance LAHSA’s governance and operational structure, performance,
accountability, and transparency.

Additionally, this report includes three Appendices:

Appendix | — Reports by the A-C address directive number 2 of the above-referenced
September 2020 Board Motion and provide a list of specific issues and corrective actions
related to the 2018 assessment reviews conducted by the A-C on LAHSA’s fiscal,
contracting, and performance data reporting operations.’

Appendix Il — Report on LAHSA Governance and Structure developed by consultant Ann
Oliva for the LAHSA Commission. This report includes a summary of joint interviews
conducted by Ann Oliva, the County Workgroup, and the City with the LAHSA Lived
Experience Advisory Board, philanthropic organizations, and the United States
Department of Housing and Urban Development.

Appendix Il - May 2018 CEO memo to the Board on strengthening the accountability of
Measure H funds, developed in response to the April 2018 Board motion referenced
above.



OVERVIEW OF LAHSA JOINT POWERS AUTHORITY

Creation of LAHSA

In 1993, the County and the City formed a Joint Powers Authority (JPA) to coordinate
funds and services to address homelessness. An amendment in 1994 effectuated a
name change from the Los Angeles Services Authority to the Los Angeles Homeless
Services Authority, or "LAHSA". A second amendmentin 2001 extended, slightly revised,
and restated the initial agreement and remains the operative agreement today.

LAHSA's Current Governance Structure

Under the 2001 JPA Agreement, LAHSA's governing board is a commission (LAHSA
Commission) composed of ten members. Five commissioners are appointed by the
Board. The other five commissioners are appointed by the Mayor and confirmed by the
City Council (Council). The County has traditionally appointed one commissioner per
Supervisorial District, although this is not a requirement of the JPA Agreement. In
addition, the JPA Agreement allows for one or more of the County and City appointments
to be an elected official, but neither the County nor the City have appointed an elected
official to date.

The LAHSA Commission generally holds one regular meeting on the fourth Friday of each
month, but can hold additional special meetings, as necessary. The LAHSA Commission
is subject to the Brown Act.

The LAHSA Commission's by-laws allow for the creation of standing and ad hoc
committees to assist the Commission in its work. Examples of current standing
committees include Programs & Evaluation, Finance, Contracts & Grants Management,
Policy and Planning, and the Coordinated Entry System Policy Council. Examples of ad
hoc committees include the Ad Hoc Committee on Black People Experiencing
Homelessness, which identifies opportunities to increase racial equity within the
homeless service delivery system, and the recently concluded Ad Hoc Committee on
Women and Homelessness.

At the Commission meetings, the agenda is usually comprised of reports by the Executive
Director and by the standing and ad hoc committees. The LAHSA Commission must also
approve all contracts and expenditures over $500 thousand, (including leases and other
real estate transactions). The Executive Director has delegated authority to approve and
execute contracts up to $500 thousand. Action items are approved by a majority vote.
(A majority of the total membership of the Commission, not counting unfilled seats,
constitutes a quorum.)

LAHSA receives legal counsel from County Counsel and the City Attorney. In the event
both are precluded from acting because of a conflict of interest or other legal impediment,
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the Commission may employ independent counsel with the consent of the County and
City, provided funds are available in the budget and have been allocated for this purpose.

Process to Implement Changes to the Governance and Operational Structure

The JPA Agreement may be modified by mutual consent of the parties with 30 days'
written notice. Thus, any amendments must be approved by both your Board and the
City Council. Amendments must be consistent with existing contracts and grants from
the federal or State governments.

The JPA Agreement may be terminated unilaterally by either the County or the City with
180 days' written notice.



STAKEHOLDER INTERVIEWS — COUNTY DEPARTMENTS/AGENCIES

To solicit County stakeholder feedback on LAHSA'’s structure and function, the A-C
conducted interviews with staff from seven County departments/agencies that have
substantial interaction with LAHSA. The County departments/agencies included:

Department of Children and Family Services

Department of Health Services

Department of Mental Health

Department of Public Health

Department of Public Social Services

Workforce Development, Aging, and Community Services
Los Angeles County Development Authority

The interviews with County stakeholders focused on soliciting feedback on LAHSA’s
performance and identifying any areas for improvement. The departments/agencies
expressed several positive aspects of their partnerships with LAHSA, such as their
willingness to collaborate and the dedication of LAHSA’s staff. However, the
departments/agencies also identified several areas of improvement where LAHSA could
enhance performance. Below is a summary of the key improvement opportunities
identified in our interviews with the departments/agencies.

Data Collection and Sharing

County stakeholders expressed the need for LAHSA to improve data collection and
sharing, specifically as it relates to the Homeless Management Information System
(HMIS), a database used to track client services. For example, LAHSA can improve by:

= Increasing HMIS access to departments/agencies providing homeless services.

= Having access to all homeless services data, such as data maintained by
departments/agencies not captured within HMIS.

= Ensuring data relevant to County departments is captured accurately and timely.

The departments/agencies indicated that these improvements would lead to better
coordinated services within the County.

Client Referral Process

County stakeholders expressed the need for LAHSA to improve the client referral
process. Multiple departments/agencies indicated the current process is convoluted and
needs to be streamlined to enhance the timeliness of client referrals.
Departments/agencies also expressed that the current referral process underserves or
does not prioritize a portion of the homeless population (i.e., those that do not have high
acuity scores) and the process should be improved to ensure more equitable allocation
of resources.



Staff Turnover

Multiple County departments/agencies identified challenges resulting from high staff
turnover within LAHSA. For example, not having a steady workforce has resulted in
delays communicating with and obtaining information from LAHSA staff.
Departments/agencies expressed that reducing staff turnover and stabilizing LAHSA’s
workforce would improve performance by decreasing the recurring need to establish
working relationships and enhance their overall partnerships with LAHSA.

LAHSA’s Structure

Multiple County departments/agencies identified areas where LAHSA'’s current structure
could be improved to enhance the effectiveness of homeless services. For example:

= The LAHSA Commission does not include equitable representation between the
County and City, as the County provides more funding but has equal representation.

= LAHSA needs to clarify and deliver on their role as the lead policy maker, and their
function as a Continuum of Care needs to be reexamined.

Departments/agencies also indicated the need for LAHSA to focus more on homeless
services beyond housing, increase collaboration for specific groups, and increase focus
on the needs of smaller cities within the County.



STAKEHOLDER INTERVIEWS - LOS ANGELES HOMELESS SERVICES
AUTHORITY PROVIDERS

To solicit feedback on LAHSA’s structure and function, the CEO, A-C, and County
Counsel Workgroup conducted interviews with representatives from three of LAHSA'’s
services providers: Homeless Outreach Program Integrated Care System, Jovenes, Inc.,
and Union Station Homeless Services. The interviews focused on soliciting feedback on
LAHSA'’s performance and identifying areas for improvement. Overall, the providers
identified two key areas for improvement, contracting and communication, as summarized
below.

Contracting

The providers expressed a strong need for improvement in LAHSA’s contracting
operations which they indicated has historically been an issue. Specifically, the providers
have experienced delays with the execution of their contracts, primarily due to significant
errors made in the contracting documents prior to execution. Due to the errors, the
contracts go back and forth between the providers and LAHSA multiple times before they
are eventually finalized and executed. This results in delays to the providers’ ability to
invoice LAHSA for services already provided, which negatively impacts their operations.

Communication

The providers expressed the importance, and lack of, effective communication from
LAHSA and the negative impact this has on their ability to work collaboratively. In
addition, the providers indicated LAHSA should improve their ability to receive and
synthesize provider input and feedback when making decisions that impact their
operations and client services. The lack of internal communication between the various
divisions within LAHSA also impacts providers' ability to operate effectively, causing
providers to respond to multiple requests for the same information. This often results in
inconsistent messaging to providers, requiring clarification which impacts their ability to
operate efficiently.



STAKEHOLDER INTERVIEWS — COUNCILS OF GOVERNMENTS

To solicit feedback on LAHSA's structure and function from cities within the County, the
CEO, A-C, and County Counsel Workgroup conducted interviews with representatives
from six LA County Councils of Governments (COGs) and the two cities in the Antelope
Valley (AV). The COGS/AV Cities included:

Gateway Cities COG

San Gabriel Valley COG

Cities of the AV — Lancaster and Palmdale
Westside COG

San Fernando Valley COG

Las Virgenes-Malibu COG

South Bay Cities COG

The interviews with COGs/Cities of the AV focused on soliciting feedback on LAHSA’s
performance and identifying areas for improvement. Below is a summary of the key
improvement opportunities identified in our interviews.

Communication

The COGs indicated there is a significant lack of communication from LAHSA in their
individual cities. For example, some expressed they were unaware of LAHSA contractors
providing services in their own cities and were unaware of beds available to house
homeless clients in their service area. In addition to a lack of communication, the COGs
indicated there are often inconsistencies with the information/messaging they receive
from LAHSA. Overall, the COGs emphasized that communication needs to be
significantly improved. They also indicated direct access to the LAHSA leadership team
would result in improved service for their homeless population.

Accountability

Multiple COGs expressed LAHSA's general lack of accountability, and that LAHSA does
not effectively serve the homeless population in their cities. In addition, COGs indicated
LAHSA is often unclear about what their providers are doing.

Governance Structure

Multiple COGs expressed a need for change in LAHSA’s governance structure to better
serve their cities. For example, multiple COGs said the LAHSA Commission should be
restructured to provide more representation and a stronger voice to the cities. In addition,
LAHSA should decentralize their services to be more localized and community based.



Contracting

The COGs expressed the need for increased efficiencies with LAHSA's contracting
operations. Specifically, multiple COGs indicated the time LAHSA takes to execute
contracts is excessively long. In addition, the timelines for Requests for Proposals do not
allow for sufficient time to respond and LAHSA should consider the time needed for cities
to adequately prepare and submit proposals.



ASSESSING LAHSA’S PERFORMANCE OVER A PERIOD OF THREE YEARS

BACKGROUND

This brief provides an abbreviated
assessment of the Los Angeles
Homeless Services Authority (LAHSA’s)
performance in the period from Fiscal
Years (FYs) 2017-18 through 2019-20.
The examination focuses on three
homeless services areas:

v' Clients served, as measured by
new enrollments with LAHSA;
v' Permanent housing placements;

v Interim housing placements.

Los Angeles County

Chief Executive Office

Chief Information Office

Max Stevens, Ph.D.

FIGURE 1
MEASURE H ALLOCATIONS, FY 2017-18 to FY 2019-20

m LAHSA m Other Agencies

$534.4M
$412.2M
$217.6M
$258.9M
)
$140.3M 32:1%

4.0%

FY2017-18 FY2018-19 FY2019-20

The three-year assessment period includes the first three years of Measure H. In each of these three years,

as shown in Figure 1, at least half of the revenues generated by Measure H were allocated to Los Angeles
County Homeless Initiative (HI) strategies for which LAHSA is the lead or co-lead agency.

KEY FINDINGS

Clients Served. Enrollment records in the Homeless Management Information System (HMIS) dating back to
FY 2016-17 suggest that LAHSA has responded to the growth of the homeless population and the availability
of Measure H resources by significantly expanding the services they provide.

=  The number of clients opening new enrollments with LAHSA increased notably in each of the first two
years of Measure H and the count recorded for Year Two was 22 percent higher than in the baseline
year before the beginning of Measure H.
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= The onset of the COVID-19 pandemic in March 2020 had far-reaching implications for the homeless
services system and explains the 17.3 percent decline in clients opening new enrollments in FY 2019-
20, Year Three of Measure H.

Permanent Housing Placements. LAHSA recorded successively higher numbers of permanent housing
placements in all three assessment years, although growth slowed after the first-time infusion of Measure H
dollars in FY 2017-18.

Interim Housing and the Point-in-Time Homeless Count. Over the three-year observation period, LAHSA
played a leading role in a coordinated Countywide effort to strengthen the emergency shelter system.
LAHSA’s annual Point-in-Time (PIT) homeless count results between 2017 and 2020 suggest some of the
impacts of the agency’s work in this area:

= Between 2018 and 2020, the overall count grew by 26 percent, but the sheltered portion grew by
close to 38 percent, which suggests an effect of the time and resources invested in strengthening the
emergency shelter system over this period.

= LAHSA’s total interim housing placements in the second year of observation increased 51 percent
from the baseline total recorded in the last year before Measure H.

=  With the onset of the COVID-19 pandemic in FY 2019-20, providers operating congregate shelters
were compelled to reduce their occupancy to meet imposed safety standards. This had a particularly
profound impact on the Measure H-funded portion of LAHSA’s interim-housing placements, which fell
by a third for the year.

o Much of this decline, however, was offset by a 69.4 percent increase in LAHSA's
Non-Measure H interim housing placements, inclusive of persons sheltered through
Project Roomkey, which resulted in an overall annual decrease of only 1.2 percent from
the previous year’s tally.

11



1. CLIENTS SERVED ANNUALLY

Annual counts of individual clients served by LAHSA over the three-year observation period offer a view of
LAHSA's deployment of an expanding pool of resources in the face of an intensifying homelessness crisis.

=  The number of clients newly-enrolled in LAHSA services increased significantly in the first two years
of Measure H. The second year total (71,812) was close to 22 percent higher than the
pre-Measure H baseline total (59,964, Figure 2).

= The increase in newly-enrolled

FIGURE 2 clients over the first two
CLIENTS OPENINING NEW ENROLLMENTS WITH LAHSA ANNUALLY*  3ssessment years Is encouraging
*Percentages shown are the change over the previous year though not unexpected given the
infusion of Measure H dollars and
+7.0% the 11.7 percent increase in
+13.8% 1739% LAHSA’s 2019 PIT count, relative

67,130 71,812 to the previous year.

58,964 = The onset of the coronavirus
pandemic in the fourth quarter
of the third and final year
observed here, FY 2019-20,
explains the 17.3 percent decline

FY2016'17, FY 2017-18 FY 2018-19 FY 2019-20 in clients with newly_opened
Pre-Measure H LAHSA enrollments.!

= The enrollment growth in the first two years suggests, in general, that LAHSA successfully expanded
the provision of services in response to an expanding homeless population and the availability of new
resources to help meet growing demand.?

A more difficult question is the degree to which the observed increases in newly-enrolled clients in the first
two years of Measure H represent the optimization of the resources available to LAHSA. Addressing thisissue
would require more intensive and elaborate analysis.

! Please note that clients with newly-opened enrollments are not limited to first-time clients. Clients who exit the homeless
services system in FY 2017-18 and re-enroll in 2018-19 will be counted as newly-enrolled in FY 2018-19. Clients are not counted
as newly-enrolled more than one time per year, but they are counted as newly-enrolled if they carry over a previous
enrollment into a new year and then either exit and re-enroll or transition from one service enrollment to another.

2 |t should be noted, however, that Measure H is one of multiple sources funding LAHSA’s operations. Unfortunately, we are
unable to more precisely quantify how much of the enroliment increase over two years can be attributed to various funding
sources because enrollment records in HMIS cannot be uniformly broken down by those representing services funded and not
funded through Measure H.
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= |n Year One of Measure H, FY 2017-18, $52.8 million in Measure H revenues were allocated to LAHSA
for interim housing, helping boost placements by roughly 24 percent relative to interim housing
placements recorded in the pre-Measure H baseline year (Figure 5).

. FIGURE 5.
" Measure H allocations to LAHSA LAHSA ANNUAL INTERIM HOUSING PLACEMENTS
for permanent housing increased Entirely Non M H Funded
: ) ® Entirely Non Measure H Funde
by 37.4 percent in FY 2018-19, as ® Funded Entirely orin Part by Measure H
noted above, while allocations to
the agency for interim housing 24,381 24,100

increased by 26.3 percent over
the same period. * However,
while LAHSA’s Year Two interim
placements almost replicated
the growth in placements
observed in Year One, the
agency’s Year Two permanent
housing placements grew by only
3.2 percent, falling from the 30
percent growth observed in Year
One relative to the Pre-Measure FY2016-17, FY2017-18 FY2018-19 FY 2019-20

H baseline.

19,951

16,145

5,638

In Year One and Year Two, 69 percent and 72 percent of LAHSA’s interim housing placements respectively
were funded either entirely or in part with Measure H revenues. The bulk of the placements funded with
Measure H dollars over these two years were in congregate settings.

= With the onset of the COVID-19 pandemic in FY 2019-20, providers operating congregate facilities
were compelled to significantly de-compress their occupancies and the Measure H-funded portion of
LAHSA's interim-housing placements consequently fell by a third for the year.

=  Much of this decline, however, was offset by a 69.4 percent increase in LAHSA’s Non-Measure H
interim housing placements, inclusive of persons sheltered through Project Roomkey, which reduced
the agency’s overall annual total by only 1.2 percent from the previous year’s tally.

41n FY 2017-18, $1.8 Million in Measure H funding associated with the HI’s bridge housing strategy for persons exiting
institutions and $51 Million associated with the HI’s strategy to expand and strengthen the shelter system were allocated to
LAHSA, adding up to a total of $52.8 million in Measure H interim housing funds allocated to LAHSA overall.
In FY 2018-19, $5.1 million in Measure H bridge housing funds and $61.6 million in Measure H shelter system funds totaled to
$66.7 million Measure H interim housing funding allocated to LAHSA, which represented an increase of 26.3 percent.
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TO: Each Supenrvisor
FROM: Ariene Barrera, Auditor-Controller  (hAfui_ T+

SUBJECT: LOS ANGELES HOMELESS SERVICES AUTHORITY - MEASURE H -
CONTRACTING OPERATIONS ASSESSMENT REVIEW (REPORT #X18703) - FIRST
FOLLOW-UP REVIEW (September 1, 2020, Board Agenda ltem 19)

On September 1, 2020, the Board of Supervisors instructed the Chief Executive Officer (CEO), in
consultation with the Auditor-Controller (A-C) and County Counsel, to report back on explonng new
govemance models to improve accountability and oversight of homeless funds. ltem 2 of the motion
included a request to report back on any outstanding issues related to the Los Angeles Homeless
Services Authority's (LAHSA) fiscal and contracting operations andior data collection and management
systems, and corrective actions in each of these areas that are underway or pending.

COn October 2, 2020, the CEO submitted a report back, which indicated the A-C would conduct follow-
ups of their prior reviews to determine whether there are outstanding issues in any of the areas indicated
above. Attached are the results of our follow-up review of LAHSA's Contracting Operations Assessment
Review dated June 25, 2018 (Report #X18703). As summarzed in Table 1, LAHSA fully implemented
six recommendations and partially implemented two recommendations to enhance controls over their
contracting operations. LAHSA should continue working with the County to fully implement the two
outstanding recommendations to further enhance the effectivenass and efficiency of their Contracting

Operations.

PRIORITY
RANKINGS
PRIORITY 1
PRIORITY 2
PRIORITY 3
TOTAL

Table 1 - Results of First Follow-up Review

RECOMMENDATION IMPLEMENTATION STATUS

TOTAL FULLY PARTIALLY NOT
RECOS IMPLEMENTED IMPLEMENTED IMPLEMENTED
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Attachment | provides details of our review and LAHSA's corrective actions. Our review consisted of an
examination of LAHSA's description of actions taken, the relevant documents and supporting evidence
provided by the Agency, as well as inquiry and discussion with responsible LAHSA personnel. Our
follow-up review did not constitute an “audit” and did not include testing of assertions for verification
pUIPoSes.

We thank LAHSA management and staff for their cooperation and assistance duning our review. If
you have any questions please call me, or your staff may contact Tem Kasman at
tkasman@auditor lacounty gov.

AB:OV-PH TK:JHtw
Attachment
c: Fesia A. Davenport, Chief Executive Officer

Celia Zavala, Executive Officer, Board of Supervisors
Heidi Marston, Executive Director, Los Angeles Homeless Services Authonty



LOS ANGELES COUNTY Attachment |
P 1ofd
AUDITOR-CONTROLLER gete
Peter Hughes Terri Kasman
ASSISTANT AUDITOR-CONTROLLER DIVISICN CHIEF
COUNTYWIDE CONTRACT MONITORING DIVISION Report #X21704

LOS ANGELES HOMELESS SERVICES AUTHORITY — MEASURE H -
CONTRACTING OPERATIONS ASSESSMENT REVIEW (REPORT #X18703)

FIRST FOLLOW-UP REVIEW

RECOMMENDATION
13l - Los Angeles Homeless Services Authonty
(LAHSA or Agency) management evaluate current
contracting  processes/operations  to  identify
streamlining opportunities to ensure sub-recipient

contracts and necessary amendments are executed
before the contract penod begins.

Original Issue/lmpact: LAHSA did not execute
contracts with their sub-recipients timely. As a result,
LAHSA’s sub-recipients continued providing services
without having an executed contract in place, which
caused delays in the Agency's ability to process,
approve, and issue payments to sub-recipients.
Retroactive contracting also poses a significant
liability to the contracted providers, LAHSA, and the
County.

A C COMMENTS
Recommendation Status: Partially Implemented

We confimed LAHSA management identified
streamlining opportunities and made enhancements
to their contracting operations. For example,
LAHSA implemented Contract Logix in 2018, a
document management system that replaced
LAHSA’s manual contract database, and also
established multi-year contract terms for their
sub-recipient confracts to reduce their contracting
workload.

However, the Agency must still amend the contracts
annually to establish new budget amounts since the
majonty of LAHSA's own funding is approved on an
annual basis. As a result, we identified 226 (56%)
out of LAHSA's 406 required amendments were
executed refroactively dunng Fiscal Year (FY)
2020-21, and 162 (40%) were still pending
execution as of January 7, 2021. LAHSA
management attributed the delays to the expansion
of services and funding challenges caused by the
COVID-19 pandemic. To address the funding
challenges that are impacting their contracting
operations, LAHSA management indicated they
intend to work with their funding sources to explore
and pursue other funding models.

In addition, to further enhance their contracting
operations, LAHSA indicated they are in the
process of implementing additional enhancements,
such as a full grant lifecycle management system
that will replace Contract Logix (as mentioned below
in Issue 3), and a Procurement Modemization Plan
that will expedite the contract application and
awards process. LAHSA plans to implement these
enhancements to further streamline the contracting
process and prevent retroactive contracts by July
2021, should ther COVID-19 mitigation efforts
permit.

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative

impact on the Agency's operations if corrective action is not taken.
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RECOMMENDATION A-C COMMENTS
- LAHSA management assess the | Recommendation Status: Implemented
possibility of establishing multi-year contract terms for
their sub-recipients where appropnate. We confirmed LAHSA management implemented
multi-year contract terms for all sub-recipient
Original lssuefllmpact: LAHSA's contracts were |contracts.  Having active multi-year conftracts
executed for a maximum term of one year, requiring | ensures the continuum of services and helps reduce
the Agency to execute contract amendments |the workload of contracting staff. It should be noted
annually, which significantly increased the workload |that LAHSA must still amend their contracts
of contracting staff. Management indicated that this | annually to establish new budget amounts, as
had atways been LAHSA’s standard practice since | mentioned above in Issue 1. According to LAHSA,
the Agency's funding sources have historically |budgets must continue to be amended annually
required approval on an annual basis. However, |since the majonty of their own funding is not
some of LAHSA's funding sources allowed for|continuous and is approved on an annual basis.

multi-year contract terms.

3 |l - LAHSA management ensure their new | Recommendation Status: Implemented
automated contract management information system
gets fully implemented to ensure accurate and|We confimed LAHSA  management  fully
complete information is maintained to enhance |implemented their new contract management
management oversight of their contracting |system, Contract Logix in 2018, and updated their
operations. Contracts and Grants Management Policies and
Procedures to reflect changes associated with the
Original Issuefllmpact: At the time of our review, |new system. As a result, LAHSA enhanced
LAHSA used Microsoft Excel spreadsheets to|oversight of their contracting operations by using
manually track their sub-recipient contracts. |the new system to track key contract information,
However, the spreadshests were often missing |such as whether a contract is pending, executed, or
necessary information, such as the contract|expinng within 60 days. To further enhance their
execution dates, andfor the information was not | contracting operations, LAHSA indicated they plan
always accurate. In addition, LAHSA’s manual | to implement a Grant Management System that will
tracking system did not have the ability to alert users |replace Conftract Logix, as mentioned above in
of items that require attention or follow-up, such as|lssue 1. According fo LAHSA, the new system will
when contracts approach expiration. Mot adequately | have the functionality of Contract Logix as well as
tracking the different phases and statuses of each | enhanced functions such as budgeting, intemal and
confract can result In execution delays and|external communications, and monitoring.

retroactive contracting.

To address these issues, LAHSA management
indicated they had purchased a new automated
contract management information system, which was
expected to be fully implemented by December 2018.

4 |ISIVEl - LAHSA management ensure that a sole | Recommendation Status: Implemented
evaluation committee is assigned to review and score
all proposals submitted for each solicitation/contract | We confirmed LAHSA implemented the use of sole
award. evaluation committees for RFPs where five or fewer
proposals are received and when proposers are in
Original Issue/lmpact: LAHSA does not use a sole | direct competition with each other (i.e., competing
evaluation committee to evaluate the proposals|for services within the same Sarvice Planning Area).
submitted for Request For Proposal (RFP)|Otherwise, LAHSA uses multiple evaluation teams
solicitations, which could result in inconsistencies in |to address concemns with evaluator fatigue, as
final scoring. To ensure a consistent process for | indicated in their response to our review.  Although

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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evaluating proposals, LAHSA should establish one
evaluation committee for each solicitation/contract

award.

LAHSA may still utilize multiple evaluation teams,
the Agency further enhanced their RFP evaluation
process by implementing the use of the County's
Informed Averaging Method to ensure RFPs are
evaluated in the most fair, objective, and
comprehensive manner, as mentioned below in
Issue 8.

[Eiy A - LAHSA management continue to assess
their confracting staffing needs to ensure that staffing
levels are sufficient to meet workload demands.

Original Issueflmpact: At the time of our review,
LAHSA had completed a FY 2017-18 Agency-wide
staffing assessment. However, the assessment did
not sufficiently address LAHSA's anticipated increase
in workload for their contracting operations due to
increases in Measure H funding. Insufficient staffing
to meet workload demands can affect LAHSA s ability
to execute contracts timely, which could impact their
sub-recipient's ability to provide critical client
services.

Recommendation Status: Partially Implemented

We confirmed LAHSA hired a consulting fim to
assess their contracting operations, which included
an assessment of staffing levels needed o mest
anticipated workload demands. However, although
LAHSA’s assessment addressed the expected
increases in workload, it did not include a
contingency plan to address extraordinary
circumstances, such as the COVID-19 pandemic,
which according to LAHSA had more than doubled
their contracting workload. To fully implement our
recommendation, LAHSA indicated they will
continue to assess their staffing levels and workload
(including the impact of COVID-19), in conjunction
with implementing the enhancements mentioned
above in Issue 1 to prevent retroactive
contracts/amendments.

- LAHSA management explore other
methods of advertising competitive solicitations to
increase competition and ensure that services are
being provided by the most qualified providers, and
update any policies and procedures as necessary.

Original Issue/lmpact: During our review, we noted
instances where LAHSA awarded contracts to a sole
proposer for the services being solicited, which may
have resulted from a lack of advertising. At the time,
LAHSA’s practice was to advertise their solicitations
on their website and through an e-mail list of potential
providers. However, due to the lack of responses, the
Agency should explore other methods of advertising
their solicitations to increase competition and ensure
services are provided by the most qualified providers.

Recommendation Status: Implemented

We confirmed LAHSA explored and utilized
addiional methods for adverfising solictations.
Specifically, LAHSA provided documentation to
demonstrate the use of new advertising methods,
such as utilizing social media, to increase outreach
and enhance competition.

- LAHSA management revise their policy
to ensure that a minimum of three evaluators with
subject matter expertise are used to evaluate the
technical components of an RFP.

Original Issueflmpact: At the time of our review,
LAHSA's policy required a team of at least two

Recommendation Status: Implemented

We confirmed LAHSA revised their policies and
procedures fo require a minimum of three
programmatic/technical evaluators foreach RFP. In
addrion, LAHSA provided examples of recent RFP

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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evaluators to review and score  the
programmatic/technical components of an RFP.
However, given the inherent subjectivity of the
process, LAHSA should increase the number of
evaluation committee members to at least three to
enhance the objectivity and faimess of the evaluation
process.

evaluations in which we confirmed the Agency
utilized three evaluators.

[ZTiBE - LAHSA management explore other
evaluation methods, such as the County’s Informed
Averaging Method, to ensure that RFPs are
evaluated in the most fair, objective, and
comprehensive manner, and update any policies and
procedures as necessary.

Original Issue/lmpact: LAHSA used a consensus
sconng  methodology  for  evaluating  the
programmatic/technical components of an RFP.
While this is a known scoring method that offers the
benefit of a group discussion to address any errors or
misunderstandings, it does not take into account the
unique perspective of each individual evaluator. This
can result in a single evaluator significantly
influencing a committee’s deciding score.

Recommendation Status: Implemented

We confirmed LAHSA explored other evaluation
methods and implemented the County’s Informed
Averaging Method for evaluating the Agency's
RFPs in July 2018 The Informed Averaging
Method is the County’s best practice method for
scoring and evaluating competitive solicitations
which requires that evaluators independently review
and score each proposal, meset as a group to
discuss, then based on the discussions, individually
determine if they wish to modify any scores for final
compilation. In addiion, we reviewed LAHSA's
RFP Procedures and Quality Review Instructions
Manual and confirmed the Agency updated their
policies and procedures to reflect using the
Informed Averaging Method for all of their RFPs.

We conducted our review in conformance with the Intemational Standards for the Professional Practice of Intemal
Auditing. For more information on our audiing process, including recommendation prionty rankings, the follow-up
process, and management's responsibility for intemal controls, visit auditor lacounty gow/audit-process-information.

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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SUBJECT: LOS ANGELES HOMELESS SERVICES AUTHORITY - MEASURE H -
PERFORMANCE DATA VALIDATION AND LIMITED INTERNAL CONTROLS REVIEW
(REPORT #X19706) - FIRST FOLLOW-UP REVIEW (September 1, 2020, Board
Agenda ltem 19)

On September 1, 2020, the Board of Supervisors instructed the Chief Executive Officer (CEQ), in
consultation with the Auditor-Confroller (A-C) and County Counsel, to report back on explonng new
govemnance models to improve accountability and oversight of homeless funds. Item 2 of the motion
included a request fo report back on any outstanding issues related to the Los Angeles Homeless
Services Authonty’s (LAHSA or Agency) fiscal and contracting operations and/or data collection and
management systems, and corrective actions in each of these areas that are underway or pending.

On October 2, 2020, the CED submitted a report back which indicated the A-C would conduct follow-ups
of their prior reviews to determine whather there are outstanding issues in any of the areas indicated
above. As such, we have completed a follow-up review of LAHSA's Performance Data Validation and
Limited Intemal Controls Review dated August 26, 2020 (Report #X19706). As summarized in Table 1,
LAHSA fully implemented three recommendations and partially implementad one recommendation to
enhance controls over their performance data reporting. LAHSA should fully implement the one
outstanding recommendation to further enhance and improve the reporting of their Measure H
performance outcomes.

Table 1 - Results of First Follow-up Review

RECOMMENDATION IMPLEMENTATION STATUS

PRIORITY TOTAL FULLY PARTIALLY NOT
RANKINGS RECOS IMPLEMENTED IMPLEMENTED IMPLEMENTED
PRIORITY 1 1

PRIORITY 3
TOTAL

Attachment | provides details of our review and LAHSA's corrective actions. Our review consisted of an
examination of LAHSA's description of actions taken, the relevant documents and supporting evidence
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provided by the Agency, as well as inguiry and discussion with responsible LAHSA personnel. Our
follow-up review did not constitute an “audit” and did not include testing of assertions for verification

pUrpoSEs.

We thank LAHSA management and staff for their cooperation and assistance dunng our review. |If
you have any questions please call me, or your staff may contact Tem Kasman at
tkasman@auditor.lacounty.gov.

AB:OV-PH TK:JHtw
Attachment
c: Fesia A Davenport, Chief Executive Officer

Celia Zavala, Executive Officer, Board of Supervisors
Heidi Marston, Executive Director, Los Angeles Homeless Services Authorty
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LOS ANGELES HOMELESS SERVICES AUTHORITY — MEASURE H -
PERFORMANCE DATA VALIDATION AND LIMITED

INTERNAL CONTROLS REVIEW (REPORT #X19706)
FIRST FOLL OW-UP REVIEW

RECOMMENDATION
1y - Los Angeles Homeless Services Authonty
(LAHSA or Agency) management establish a review
process to ensure adequate documentation for their
reported performance data is  appropnately
maintained and readily available upon request.

Original Issueflmpact: LAHSA was initially unable
fo provide supporting documentation (e.g., detailed
hist of clients served) for six of the eight Homeless
Initiative — Measure H Strategies (Strategies) during
our review of their July through December 2018
performance  data. According to LAHSA
management, this was due to issues with the
software used to convert data from their Homeless
Management Information System (HMIS), a
database used to frack client services, into a usable
format. Specifically, LAHSA could not re-generate
the requested detalled reports due to the software
issues, and could not locate the past generated
reports that were used due to staff turnover within
their Data Management Departrment.

A C COMMENTS
Recommendation Status: Implemented

We confirmned LAHSA established a process to
ensure  adequate documentation for  their
performance data is appropriately maintained. The
process includes saving pointin-ime data files
when LAHSA submits performance data, which in
turn can be used to generate detailed supporting
documentation. We also confirmed LAHSA's ability
to generate supporting documentation upon request
by reviewing a sample of reports (i.e., detailed lists
of clients served) to support their performance data
submitted for July through September 2020.

- LAHSA management:

a) Develop wntten standards and procedures that
adequately guide the data collection and entry into
HMIS process.

b) Establish a review process to ensure the
procedures are appropriately followed and program
services are accurately reported.

Original lssuefllmpact: LAHSA did not always
accurately report the performance data for their
Strategies, which resulted in an overstatement of
program outcomes. The Agency atiributed the
inaccuracies to vanous factors, such as HMIS input
emors, the need for additional training for service
providers and standardized processes.

Recommendation Status: Partially Implemented

We confirmed LAHSA developed and implemented
written standards and procedures to guide their data
collection and review process. Specifically, LASHA
developed and implementad a comprehensive Data
Management Policies and Procedures (Policies)
manual. We reviewed the Policies and confirmed it
included detailed procedures for LAHSA's
performance data collection, review, and reporting
processes. However, the updated Policies do not
include data collection and entry standards at the
service provider level. To fully implement our
recommendation, LAHSA should develop written
standards and procedures to adequately guide their
service providers in collecting and inputting data
into HMIS.

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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- LAHSA management fully implement their
HMIS Data Quality Plan (Plan) to ensure their
performance data is reliable, accurate, and complete.

Original Issue/lmpact: LAHSA maintains HMIS, a
system also used by their contracted agencies to
track client services. During our review LAHSA had
not yet fully implemented a quality control plan to
ensure data in the system is reliable, accurate, and
complete.  Specifically, we noted procedures in
LAHSA's existing Plan that were not always in effect,
which increased the risk of inaccurate andior
incomplete data not being identified timely.

Recommendation Status: Implemented

We confirmed LAHSA enhanced and implemented
their Plan to ensure data from HMIS is reliable,
accurately reported, and complete. Specifically, we
reviewed LAHSA's updated Plan and confirmed it
included additional procedures for detecting data
quality errors timely. In addition, we reviewed a
sample of documents for updated elements of the
Plan to confirm the procedures were implemented.
For example, we reviewed reports that LAHSA staff
use to monitor data for specific programs to identify
any data errors or red flags. We also confirmed that
the updated Plan was distributed to all data
management staff on June 30, 2020.

[EILVE - LAHSA management implement a review
process to ensure performance data is accurately
inputtad into quarterly reports.

Original lIssueflmpact: Our review of LAHSA's
supporting documentation for their July 2018 through
June 2019 performance data identified minor data
input emors in the quarterly report templates
submitted to the Chief Executive Office. According to
LAHSA management, the data was manually
transferred into the established quarterly report
templates and the discrepancies were due to clerical
emor.  Although this generally resulted in minor
understatements of program outcomes, LAHSA
should implement a review process to reduce the nisk
of inaccurately reporting their performance data.

Recommendation Status: Implemented

We confimmed LAHSA implementad a multi-level
review process fo ensure performance data is
accurately recorded intc quarterly reports.
Specifically, we reviewed the procedures and
confirmed they incude data venfication steps, such
as confirming a copy of the raw data used is saved
and available, the data is accurately recorded into
reporting templates, and the accuracy of
mathematical computations.

We conducted our review in conformance with the Intemational Standards for the Professional Practice of Intemal
Auditing. For more information on our auditing process, including recommendation priority rankings, the follow-up
process, and management's responsibility for intemal controls, visit auditor lacounty gow/audit-process-information.

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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February 13, 2021
TO: Each Supervisor
FROM: Ariene Barrera, Auditor-Controller /A F7545

SUBJECT: LOS ANGELES HOMELESS SERVICES AUTHORITY - MEASURE H - FISCAL
OPERATIONS ASSESSMENT REVIEW (REPORT #X18602) - SECOND FOLLOW-UP
REVIEW (September 1, 2020, Board Agenda ltem 19)

On September 1, 2020, the Board of Supervisors instructed the Chief Executive Officer (CED), in
consultation with the Auditor-Controller (A-C) and County Counsel, to report back on exploring new
govemnance models to improve accountability and oversight of homeless funds. Kem 2 of the motion
ncluded a request to report back on any outstanding issues related to the Los Angeles Homeless
Services Authonity’s (LAHSA or Agency) fiscal and contracting operations andfor data collection and
management systems, and corrective actions in each of these areas that are underway or pending.

On October 2, 2020, the CEO submitted a report back which indicated the A-C would conduct follow-ups
of their prior reviews to determine whether there are outstanding issues in any of the areas indicated
above. Attached are the results of our second follow-up review of LAHSA's Fiscal Operations
Assessment Review dated April 3, 2018 (Report #X18602). We reviewed the status of the eight Priority
1, four Prionty 2, and four Priorty 3 recommendations that had not been fully implemented in our first
follow-up report issued June 4, 2018.

As summarized in Table 1, LAHSA fully implemented ten recommendations and partially implemented
six recommendations to enhance controls over their Fiscal Operations. LAHSA should fully implement
the six outstanding recommendations to further enhance the effectiveness and efficiency of their Fiscal

Operations.
Table 1 - Results of Second Follow-up Review

RECOMMENDATION IMPLEMENTATION STATUS

PRIORITY TOTAL RECODS EXEMPT FULLY PARTIALLY NOT
RANKINGS OUTSTANDING FROM REVIEW IMPLEMENTED IMPLEMENTED IMPLEMENTED

PRIORITY 1 -] 7

PRIORITY 2 4 3
PRIORITY 3 4 o
TOTAL 16 10

Help Conserve Faper — Print Double-Sided REPORT #x21706
“To Envich Lives Through Effecfive and Canng Senvice”



Board of Supervisors
February 18, 2021
Page 2

Attachment | provides details of our review and LAHSA's comrective actions. Our review consisted of an
examination of LAHSA’s descnption of actions taken, the relevant documents and supporting evidence
provided by the Agency, as well as inquiry and discussion with responsible LAHSA personnel. Our
follow-up review did not constitute an “audit™ and did not include testing of assertions for venfication
purposes.

We thank LAHSA management and staff for their cooperation and assistance during our review. |[f
you have any questions please call me, or your staff may contact Tern Kasman at
tkasman@auditor lacounty . gov.

AB-OV-PHTK:JH:tw

Attachment

c: Fesia A. Davenport, Chief Executive Officer

Celia Zavala, Executive Officer, Board of Supervisors
Heidi Marston, Executive Director, Los Angeles Homeless Services Authority
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LOS ANGELES HOMELESS SERVICES AUTHORITY — MEASURE H — FISCAL
OPERATIONS ASSESSMENT REVIEW (REPORT #X18602)

SECOND FOLLOW-UP REVIEW

RECOMMENDATION

gty Ml - Los Angeles Homeless Services Authonty
(LAHSA or Agency) management immediately
complete a comprehensive Agency-wide staffing
assessment, including determining the cause for their
high staff tumover, and develop a comprehensive
staffing plan to address the short and long-term
staffing needs of the Agency. In addition, LAHSA
management ensure they standardize the method for
completing their staffing analyses, including using
clear methodologies that are supported with
documentation, to ensure that adequate staffing
levels are maintained.

Original Issuellmpact: At the time of our review,
LAHSA did not have appropriate staffing levels within
their Finance Department to meet their cument or
anticipated workload, and did not provide
documentation to support that a comprehensive
Agency-wide staffing assessment was completed to
determine the appropriate level of staffing neaded to
properly operate the Agency's growing operations.
The lack of adequate staffing can impact LAHSA's
and therr sub-recipients’ ability to prowvide cnrtical
client senices.

After our review, LAHSA provided their Fiscal Year
(FY) 2017-18 Staffing Analysis, but did not develop a
standardized method for completing their staffing
analyses that clearly identified the methodologies
used in developing their FY 2017-18 staffing plan, or
the methodologies they plan to use fo assess
subsequent short and long-term staffing needs.

A-C COMMENTS
Recommendation Status: Implemented

We confirmed LAHSA completed a comprehensive
staffing assessment to determine the appropriate
staffing levels needed for their operations.
Specifically, LAHSA implemented a comprehensive
internal business planning process, which includes
a standardized method for completing a staffing
analysis for each LAHSA department. The staffing
analysis is based on various factors, such as a
department’s projected workload and strategic
pricrities. In addition, LAHSA's staffing levels within
their Finance Department significantly improved
since our imtial review and the Agency's Finance
Department was more than 90% staffed as of
December 2020.

It should be noted that for their contracting
operations, LAHSA must still improve their staffing
levels to mest workload demands, as detailed in our
Contracting Operations Assessment Follow-up
Review issued on February 5, 2021.

[EIT0VE] - LAHSA management evaluate current
contracting  processes/operations to  identify
streamlining opportunities to ensure contracts with
the funding sources and their sub-recipients are
executed on time as required.

Recommendation Status: Partially Implemented

We confimed LAHSA management identified
streamlining opportunities and made enhancemeants
to their contracting operations. For example,
LAHSA implemented Contract Logix in 2018, a
document  management system  that replaced

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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RECOMMENDATION

Original lssuefllmpact: LAHSA did not execute
contracts with their sub-recipients fimely. As aresult,
sub-recipients continued providing services without
having an executed contract in place which caused
delays in LAHSA's ability to process, approve, and
issue payments to sub-recipients.  Retroactive
contracting also poses a significant liability to the
contracted providers, LAHSA, and the County.

A-C COMMENTS
LAHSA’s manual contract database, and also
established multi-year contract terms for their
sub-recipient contracts to reduce their contracting
workload.

However, the Agency must still amend the contracts
annually to establish new budget amounts since
LAHSA's own funding is approved on an annual
basis. As a result, LAHSA still had contracts/
amendments that were pending execution as of
December 2020, as detailed in our Contracting
Operations Assessment Follow-up Review. LAHSA
management attributed this to the expansion of
services and funding challenges caused by the
COVID-19 pandemic.

To further enhance their contracting operations,
LAHSA indicated they are in the process of
implementing additional enhancements, such as a
Grant Management System, a full grant lifecycle
management system that will replace Contract
Logix, and a Procurement Modemization Plan that
will expedite the contract application and award
process. LAHSA plans to implement these
enhancements to further streamline the contracting
process and prevent refroactive contracts by July
2021.

[ETHy Al - LAHSA management explore options with
banking institutions for obtaining a line of
creditrevolving fund, and/or re-evaluate and discuss
options with their funding sources, such as allowing
billing for aceruals, increasing frequency and limits of
cash advance requests, and allowing for multiple
reimbursement claims on an as needed basis, that
would allow the Agency access to cash on a
short-term basis. In addition, LAHSA management
ensure that all cash advances are properly accounted
for in their accounting records, and optimize their
cash flow by utilizing all available cash advances from
their funding sources and ensuring that
reimbursement claims are submitted timely.

Original Issueflmpact: At the time of our review,
LAHSA did not have adequate cash flow to pay their
sub-recipients timely. The Agency did not submit
reimbursement claims to their funding sources until
after the sub-recipient invoices were processed and
approved and as a result, LAHSA indicated they did
not have funding reserves or other resources, such
as a line of credit, to pay their sub-recipients until they

Recommendation Status: Implemented

We confirned LAHSA improved their cash flow to
pay their Measure H sub-recipients timely once they
had received invoices for reimbursement. The
Agency received approximately $82.5 million in
Measure H cash advances from the Chief Executive
Office (CEQ) in FY 2020-21, which they properly
accounted for in their accounting records, and can
now make supplemental cash requests to the CEO
to reduce the processing time for paying their
sub-recipients. As a result, the average time for
LAHSA to pay their sub-recipients decreased from
approximately 41 days in September 2018 fo
approximately eight days in September 2020, as
indicated below in Issue 6.

It should be noted that as mentioned in our
Contracting Operations Assessment Follow-up
Review, LAHSA had contract amendments that
were executed retroactively in FY 2020-21, which
impacted their sub-recipients’ ability to submit timely
invoices for reimbursement.

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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RECOMMENDATION
received payments from their funding sources. A lack
of adequate cash flow impacts the timeliness of
payments to sub-recipients, which may also impact
the ability to provide cntical client services.

AC COMMENTS

[Tl - LAHSA management ensure they are
maximizing their options for cash advances from
funding sources by identifying all funding sources that
allow for cash advances and ftracking all cash
advances requested and received.

Original Issue/lmpact: LAHSA did not provide
documentation to demonstrate that they took full
advantage of requesting and obtaining all available
cash advances from their funding sources, which
could negatively impact the Agency’s cash flow.
Specifically, LAHSA did not identify all funding
sources that allow for cash advances and did not
maintain a record of all cash advance requests
madefreceived. In addition, our June 4, 2018 follow-
up review identified approximately $3 million in
available cash advances that were not requested.

Recommendation Status: Implemented

We confirmed LAHSA developed a log used to
identify all funding sources that allow for cash
advances and adequately tracked the amount of
advances requested and received. In addition, we
confimed LAHSA maximized their use of cash
advances by reviewing their log, which indicated
they had requested all advances that were available
and unrestricted, including advances from the
County and City of Los Angeles.

BT ieaE] - LAHSA management re-evaluate their
current operational processes and implement
updated and/or automated procedures to ensure that
reimbursement claims to the funding sources are
initiated timely and submitted within established due
dates. In addition, LAHSA management should work
with the CEQ to re-negotiate the terms of their
Operating Agreement (OA) to allow the Agency to
submit their reimbursement claims en an as needed
basis to enhance cash flow.

Original Issuefllmpact: LAHSA did not always
submit reimbursement claims to their funding sources
by the established due dates. For Measure H,
LAHSA’s OA with the CEO requires invoices to be
submitted within 30 days after the claim period.

The delays were caused by LAHSA's manual
processes, which hindered the Agency's efficiency in
their fiscal operations and ultimately impacted the
timeliness of payments to sub-recipients.

Recommendation Status: Implemented

We confimed LAHSA developed updated
procedures, such as the use of a Cash Request
Log, to track claims sent to their funding sources for
reimbursement. We also confirned LAHSA tracked
the timeliness of their reimbursement claims by
reviewing their Cash Request Logs for FY's 2019-20
and 2020-21. In addition, we confirmed LAHSA can
now submit as-needed supplemental
reimbursement claims to the CEO to enhance cash
flow.

[EIEGVE - LAHSA management improve controls
and oversight of the Accounts Payables (AP)
function by strengthening procedures to ensure
payments to sub-recipients are paid timely by
identifying who will be responsible for following-up on
aging AJP.

Recommendation Status: Implemented

We confimed LAHSA improved confrols and
oversight of their A/P function to pay sub-recipients
timely. For example, LAHSA implemented new
software for sub-recipient invoicing to improve

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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Original Issuellmpact: LAHSA did not always pay
their sub-recipients timely, which impacted their cash
flow and the ability to provide client services. In
addition, after our initial review, we noted that
LAHSA’s sub-recipients were still not always paid
timely even though the Agency initiated a 7-day pay
process to improve the timeliness of their
sub-recipient payments. Specifically, we reviewed a
sample of ten Measure H sub-recipient payments
made in February and March 2018, and noted that all
ten (100%) were paid after the Agency's targeted
seven days, of which four (40%) were paid after the
required 30 days.

controls and sfrengthen therr A/P process and
allocated additional staff to their A/P function. As a
result, LAHSA significantly improved the average
time to process and pay their sub-recipients.
Specifically, we reviewed LAHSA's internal reports
that track the timeliness of their sub-recipient
payments and confimed that LAHSA reduced the
average tme to pay ther sub-recipients from
approximately 41 days in September 2018 to
approximately eight days in September 2020.
Although LAHSA did not specifically meet their
original 7-day pay process goal, the Agency
implemented our recommendation by improving
controls and oversight of ther A/P function fo
significantly improve the timeliness of sub-recipient
payments.

It should be noted that as mentioned in our
Contracting Operations Assessment Follow-up
Review, LAHSA had contract amendments that
were executed retroactively in FY 2020-21, which
impacted their sub-recipients’ ability to submit timeky
invoices for reimbursement.

- LAHSA management re-evaluate their
current operational processes and implement
updated and/or automated procedures to ensure they
follow-up on their aged Accounts Receivables (A/R)
timely.

Original Issuefllmpact: LAHSA did not always
follow-up on their aged A/R timely. This impacted
LAHSA's ability to receive revenue timely, which
could lead to delays in paying their sub-recipients.

Recommendation Status: Implemented

We confirmed LAHSA developed and implemented
updated procedures to follow-up on aged AR
timely. Specifically, we reviewed the Agency’s AR
Aging Action Plan which indicated a specific
follow-up process that is initiated once a receivable
is past due.

- LAHSA management provide adequate
oversight of key fiscal functions.

Original Issue/lmpact: LAHSA management did not
always provide adequate oversight over key fiscal
functions, which led to operational inefficiencies. As
previously indicated, LAHSA did not always maintain
adequate staffing levels and follow-up on aged
receivables and payables timely.

Recommendation Status: Implemented

We confimed LAHSA filled and maintained
addiional key positions (e.g., supervisors and
managers) in their Finance Department to enhance
oversight of key fiscal functions. In addition, LAHSA
implemented key fiscal recommendations, such as
recommendations 3 through 7 identified in this
review.

- LAHSA management re-evaluate their
current review and approval processes to improve
efficiency and reduce the time required to process all
of their transactions.

Original lssueflmpact: LAHSA’s review/approval
process for payments to sub-recipients required up to

Recommendation Status: Implemented

We confimed LAHSA revised their approval
thresholds to sireamline the sub-recipient cash
advance request and invoice processes.
Specifically, we reviewed LAHSA's updated policy
indicating they reduced the number of approvers

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential sericusness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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RECOMMENDATION
five levels of review depending on the dollar amount
of the payment, resulting in inefficiencies and delays
that could impact their sub-recipients’ cash flow and
ability to provide client services.

A-C COMMENTS
required from five to two and the Agency indicated
their sub-recipient invoicing system reflects the
updated processes. As a result, the average time
for LAHSA to pay ther sub-recipients significanthy
decreased, as mentioned above in Issue 6.

It should be noted that as mentioned in our
Contracting Operations Assessment Follow-up
Review, LAHSA had contract amendments that
were executed retroactively in FY 2020-21, which
impacted their sub-recipients’ ability to submit timehy
invoices for reimbursement.

10

- LAHSA management re-evaluate their
review and approval processes for prepanng and
submitting the reimbursement claims to the funding
sources.

Original Issue/lmpact: LAHSA's reimbursement
claims to their funding sources required five levels of
review and approval regardless of the reimbursement
request type andfor amount. Having excessive layers
of approval could result in delays in submitting
reimbursement claims and receiving cash from
LAHSA's funding sources.

Recommendation Status: Implemented

We confirmed LAHSA revised ther approval
thresholds to streamline the reimbursement claims
process.  Specifically, we reviewed LAHSA's
updated policy indicating they reduced the number
of approvers required from five to two and the
Agency implemented updated procedures fo reflect
the new approval process. As a result, LAHSA
improved the ftimeliness of submitting their
reimbursement claims, as mentioned above in lssue
5.

11

- LAHSA management provide adequate
oversight to ensure that responsible individuals are
clear on their roles and responsibilities.

Original Issue/lmpact: LAHSA did not provide
adequate management oversight to ensure that
finance staff had a clear understanding of their roles
and responsibilities and were aware of who was
responsible for certain functions. Having unclear
roles and responsibilities may negatively impact
LAHSA’s ability to operate efficiently and effectively.

Recommendation Status: Partially Implemented

We confirmed LAHSA developed a comprehensive
Fiscal Operations Manual (Manual) to ensure
finance staff were clear on their roles and
responsibilities.  In addition, we reviewed the
Manual and confirmed & included detailed
procedures for vanous functions within LAHSA's
Finance Department. However, as mentioned
below in Issue 16, LAHSA has not yet finalized the
Manual. To fully implement our recommendation,
LAHSA should ensure the Manual is finalized,
reviewed and approved by management, and
issued to the appropriate staff.

12

- LAHSA management establish and use a
centralzed file that identifies each of the
subrecipients’ confract requirements.

Original  Issueflmpact: Sub-recipients’ cash
advance requests and invoices were not always
processed timely due to improper coding or
incomplete documentation required by LAHSA, which
delayed payments and negatively impacted the
sub-recipients cash flow. At the time of our initial
review, LAHSA's Finance Department did not have a

Recommendation Status: Implemented

We confimed LAHSA established a centralized
reference file to identify their sub-recipients’
contract requirements for cash advance requests
and invoices. The file is used to assist staff in
ensuring required documents have been submitted
and transactions were coded accurately. We also
confrmed LAHSA populated the cenfralized
reference file by reviewing screenshots identifying

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential sericusness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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RECOMMENDATION A C COMMENTS

central reference file that identified the contract
requirements for each sub-recipient that could assist
staff in ensuring the required documents have been
submitted and transactions were coded accurately.

separate files for each of LAHSA's sub-recipient
contracts.

13

Ll = - LAHSA management implement a quality
assurance process to periodically evaluate intemal
business operations and its effectiveness to ensure
compliance with internal controls, internal policies
and procedures, and contract requirements.

Original lssuefllmpact: LAHSA did not have an
internal quality assurance process to evaluate their
business operations' intemal controls, compliance
with internal policies and procedures, andlor
compliance with contract requirements. The nsk for
errors, fraud, abuse, non-compliance, and/or other
operational weaknesses/inefficiencies  increases
when an organization does not have an effective
quality assurance process in place to evaluate and
monitor their intemal operations.

Recommendation Status: Partially Implemented

We confrmed LAHSA established an Internal
Auditing Unit (IAU) to periodically evaluate their
internal business operations.  However, [1AU's
Annual Risk Assessment and Audit Plan (Audit
Plan), which identifies the scope and frequency of
their internal audit reviews, has not been uj

since FY 2018-19. LAHSA's Audit Plan should be
reviewed annually and updated as necessary. In
addition, as of December 2020, 1AU had not issued
an audit report since July 2019. LAHSA attributed
these issues to staff shortages within 1AL

To fully implement our recommendation, LAHSA
should ensure they fully staff their AU, update their
Audit Plan annually, and issue timely audit reports
to ensure proper oversight of their internal business
operations. LAHSA plans to fully implement this
recommendation by June 2021.

14

[Zal s - LAHSA management ensure that more
than one employee can perform key job functions by
cross-training staff.

Original Issue/lmpact: As mentioned above, due to
high tumaover in their Finance Department and staff
shortages, the remaining staff had fo take on
additional responsibiliies outside of their assigned
job functions. However, Finance Department staff
voiced concems that they had litle or no
cross-training to perform the additional duties.
Without adequate guidance from management and
proper cross-raining of staff, the Agency's work
product could be negatively impacted and create a
backlog of assignments.

Recommendation Status: Partially Implemented

As previously mentioned, we confirmed LAHSA
developed a Manual that includes detailed
procedures for vanous functions within LAHSA's
Finance Department. In addition, we reviewed the
Manual and confirmed it identifies the primary and
sacondary staff who are responsible for and can
perform key fiscal functions.

However, the Manual still needs to be finalized and
approved, as mentioned below in Issue 16. To fully
implement our recommendation, LAHSA needs to
finalize and approve the Manual, and ensure staff
are adequately cross ftrained to perform key
functions as indicated in the Manual. LAHSA plans
to fully implement this recommendation by June

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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RECOMMENDATION
i - LAHSA management should review and
update the existing fiscal policies and procedures
manual to include critical fiscal processes and reflect
updated practices that arefshould be in place, and
ensure staff are in comphance with the established
policies and procedures.

Original Issue/lmpact: LAHSA's fiscal policies and
procedures manual was missing crtical fiscal
processes and had not been updated to reflect
current actual practices since August 2016, which
could result in intemal control weaknesses and
inconsistencies with fiscal procedures. In addition,
LAHSA management did not always ensure
compliance with existing fiscal policies and
procedures, which could also result in internal control
weaknesses, organizational inefficiencies, and risk of
non-compliance with contract requirements.

A-C COMMENTS
Recommendation Status: Partially implemented

As previously mentioned, LAHSA developed a
comprehensive Manual, which we confirmed
replaced LAHSA's outdated fiscal polices and
procedures manual. In addition, we reviewed the
Manual and confirmed it includes cnrtical fiscal
processes and reflects updated procedures that are
currently in practice.

However, as mentioned below in Issue 16, LAHSA
has not yet finalized the Manual. To fully implement
our recommendation, LAHSA should ensure the
Manual is finalized, reviewed and approved by
management, and issued to the appropriate staff.
LAHSA  plans to fully implement this
recommendation by June 2021.

16

| Priorit - LAHSA management develop a
comprehensive Fiscal Operations Manual for each
position that includes step-by-step procedures for all
assigned duties to ensure compliance with proper
internal controls and to help standardize processes.

Original lssueflmpact: LAHSA did not have a
comprehensive fiscal operations manual, which was
referenced in their fiscal policy and procedures
manual. The lack of a comprehensive fiscal
operations manual can lead to intemal control
weaknesses, improper processing of financial
transactions, and organizational inefficiencies.

Recommendation Status: Partially Implemented

As previously mentioned, we confirmed LAHSA
management developed a comprehensive Manual
that included detailed procedures for wvarious
functions to help standardize processes within
LAHSA’s Finance Department. However, although
the Manual includes updated procedures to guide
LAHSA’s fiscal operations, LAHSA is still actively
updating the Manual and therefore, it has not been
finalized and approved by LAHSA management. To
fully implement our recommendation, LAHSA
should ensure the Manual is finalized, reviewed and
approved by management, and issued to the
appropriate staff. LAHSA plans to fully implement
this recommendation by June 2021.

We conducted our review in conformance with the Intemational Standards for the Professional Practice of Intemal
Auditing. For more information on our auditing process, including recommendation priority rankings, the follow-up
process, and management's responsibility for internal controls, visit auditor.lacounty.gov/audit-process-information.

Priority Ranking: Recommendations are ranked from Priority 1 to 3 based on the potential seriousness and likelihood of negative
impact on the Agency's operations if corrective action is not taken.
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Report on Governance for the Los Angeles Homeless Services Authority

To: Wendy Greuel, Chair, LAHSA Commission

Sarah Dusseault, Chair, Ad-Hoc Committee on Governance

Heidi Marston, Executive Director
From: Ann Oliva, Visiting Senior Fellow, Center on Budget and Policy Priorities
Date: February 24,2021

Re: Governance Report

Attachment: Report on LAHSA Governance Submitted to the LAHSA Commission

Thank you for the opportunity to work with LAHSA to review and recommend ways to strengthen
LAHSA’s governance structure. Attached please find a final report that describes the process and
recommendations developed over the last several months of work with you, your team and community
stakeholders. This version includes minor changes that provide additional detail related to key
recommendations. | look forward to discussing the final report with the LAHSA Commission later this
week.

As you know, part of the knowledge | brought to this project was my experience working to end
homelessness at both the national level and in communities like San Diego, King County, Houston and
the District of Columbia. | have had the opportunity to see first-hand how governance structures for
homelessness assistance systems are designed and how they actually operate in real world
circumstances. This knowledge, along with the stakeholder interviews | conducted as part of this
process, informed the recommendations developed for this report. Each community | have worked with
has had their own unique conditions and players - but it is clear that the homelessness services
ecosystem in Los Angeles is particularly complex both politically and structurally. The recommendations
contained in the report reflect that complexity.

LAHSA is already in the process of implementing key operational improvements and is well positioned to
implement the LAHSA-specific governance recommendations related to the Commission, Continuum of

Care Board, Coordinated Entry System Policy Council, Lived Experience Advisory Board and workgroups.
However, LAHSA cannot solve the challenges being faced by the homelessness system and the people it

serves alone.

Implementation of the recommendations related to the system as a whole will be, as one of my
interviewees indicated, a heavy lift and will require buy-in and sustained commitment from City and
County elected leaders in order to be successful. My own experience in communities indicates that
having an elected leader act as the champion for this effort will help to create the engagement and
momentum needed to move it forward. Additionally, City and County partners — including mainstream
systems and affordable housing developers that manage key resources outside of LAHSA's control -
must fully participate in a comprehensive system-level approach that guides the work of all stakeholders
for collective impact and transformational change towards ending homelessness.

| hope the submission of this report contributes to the positive change LAHSA and its stakeholders seek.
Please feel free to contact me with any questions or if | can be helpful as you move towards
implementation of these recommendations.





