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_____________________________________________________________________________
Introduction
The Office of the Inspector General (OIG) audited contract number 1910093/4400007564
(contract) awarded by the Los Angeles Unified School District (District) to Willkom, Inc.
(Willkom) to provide upgrades to ramps, restrooms, passenger loading zone, parking stalls, and
path of travels at 6th Avenue Elementary school in order to comply with the American with
Disabilities Act and to improve program accessibility. The contract was awarded for a fixed-price
amount of $2,000,000, with a start date of June 14, 2019 and a duration of 210 calendar days. The
contract amount was increased to $2,710,538 through change orders. Wilkom submitted its final
invoice on September 1, 2020 and the project was accepted by the District as completed on October
27, 2020.
Scope and Objectives
The objectives of our examination were to determine whether (i) the amounts billed were based
on work completed and the contract’s schedule of values; (ii) change order amounts were
reasonable, adequately supported, and properly authorized; and (iii) subcontractors were paid as
specified on Willkom’s payment applications and in accordance with the California Public
Contract Code Section 10262. Our examination was for the period from June 14, 2019 through
September 1, 2020.
Methodology
To accomplish our examination objectives, we performed the following procedures:
•
•
•
•
•

•
•
•
•

Interviewed Facilities Services Division’s (FSD) Project Execution Branch to obtain an
understanding of the District’s internal controls and processes
Inquired with Willkom’s management about their internal controls and business operations
Compared and reconciled the District’s progress payments against Willkom’s records
Reviewed the scheduled of values, the percentage of completion and amount billed for each
line item of work and the total retainage per each Application for Payment submitted to the
District
Verified that change orders were properly authorized by District representatives, the
proposed amounts were adequately supported by the District’s fair cost estimate and
contractor’s cost break-down estimates, and that the final negotiated costs were reasonably
justified based on the required scope of work
Reviewed the minutes of the bi-weekly project status meetings
Reviewed inspection reports to substantiate that specific phases of work were completed
and properly passed inspections
Validated payments to Willkom’s subcontractors against subcontractor’s invoices and
cancelled checks
Conducted a site visit and confirmed with the Owner’s Authorized Representative (OAR)
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that the project was completed as required by the scope of work
Results of Audit
1. Determine whether the amounts billed were based on work completed and the contract’s
schedule of values.
The District made fourteen progress payments totaling $2,710,538 for work performed by
Willkom under this contract from June 14, 2019 through September 1, 2020. We reviewed all
the pay applications and verified that the schedule of values, percentages of completion, and
amounts billed for each performance period were properly reviewed and approved by the
Owner Authorized Representative (OAR) prior to payment. We validated the completed
phases of work that were approved for payments by reviewing the bi-weekly project status
meeting minutes and inspection reports. We confirmed with the OAR that non-conformance
items have been addressed and outstanding punch list items had been closed before the
project’s substantial completion date. Furthermore, based on our site visit and our review of
the final reports filed with the Division of the State Architect and FSD’s notice of contract
acceptance and completion, we determined that the contract’s scope of work was satisfactorily
completed. Photos of some of the completed work are presented in Exhibit A.
2. Determine whether change order amounts were reasonable, adequately supported, and
properly authorized.
FSD awarded thirty-six change orders totaling $710,538 under this contract. Thirty-five of the
change orders totaling $697,052 were issued due to unforeseen conditions encountered
throughout the project. One change order in the amount of $13,486 was issued to accelerate
the work in order to avoid construction schedule delays. For each change order, we reviewed
the following: (i) documentation initiating the change such as request for proposal,
construction directive, and DSA-approved construction changes; (ii) District’s fair cost
estimate; (iii) the contractor’s change order proposal and documents supporting the proposed
amounts for labor, materials, equipment, and subcontractors’ estimates; (iv) record of
negotiation; and (v) proper authorization and approval from District’s representatives. The
final negotiated change order amounts of twenty-five change orders did not exceed the
District’s fair cost estimates for the change order work. For the eleven change orders with
amounts that exceeded the District’s fair cost estimates, the final negotiated amounts were
approved by FSD management because the fair cost estimates did not account for the entire
scope of the change work or changes in the market prices for materials and equipment. Based
on the work performed, we determined that the change orders issued under this contract were
reasonable, adequately supported, and properly authorized.
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3. Determine whether subcontractors were paid as specified on Willkom’s payment
applications and in accordance with the California Public Contract Code Section 10262.
The California Public Contract Code Section 10262 requires that a contractor pay its
subcontractors within seven days of receipt of each progress payment the respective amounts
allowed the contractor on account of the work performed by its subcontractors to the extent of
each subcontractor’s interest therein.
Willkom’s job cost report showed subcontractor costs totaling $710,017. To verify if
subcontractor costs were paid timely, we selected sixteen transactions totaling $620,706, or
87% of the total subcontractor costs recorded, for testing. For each selected transaction, we
performed the following procedures: (i) reviewed cancelled checks to the subcontractors and
determined the check issuance date, (ii) validated the performance period associated with the
payment per the subcontractors’ pay applications, (iii) identified Willkom’s progress payment
receipt date for each performance period, (iv) compared Willkom’s progress payment receipt
dates against the date of the cancelled checks, and (v) determined if the payments to
subcontractors were made within seven days of Willkom’s receipt of its progress payment from
the District.
We found based on our procedures that Willkom overall did not comply with the California
Public Contract Code (PCC) regarding timely payments to subcontractors. For the $620,706
of subcontractor costs reviewed, $435,804, or 70% of the total amount, was not paid within
seven days after receipt of District payment.

Payments to Subcontractors

$184,902 , 30%
Paid within 7 days of Willkom's
receipt of District payment

$435,804 , 70%

Not paid within 7 days of Willkom's
receipt of District payment

Figure 1: Payments to subcontractors
Of the $435,804 of tested subcontractor costs that were not paid timely, $107,801 was still
outstanding at the time of this examination. For the $328,003 of paid subcontractor costs, the
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costs were paid late on average 131 days and as late as 266 days. The following chart shows
the amounts of subcontractor payments that were paid after the seven-day timeframe required
by the PCC.

Subcontractor Payments Made After PCC
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Figure 2: Subcontractor Payments Made After PCC Required Timeframe
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Recommendations
Willkom should:
•

Remit any outstanding balances due to its subcontractors immediately and provide the
District with proof of the payments.

•

Establish policy and procedures to ensure that its subcontractors are timely paid in
accordance with the California Public Contract Code Section 10262.

District management should:
•

Enforce Willkom’s compliance with the California Public Contract Code Section 10262.

Responses
Willkom’s Response:
Willkom did not provide a response by the response due date. Therefore, this report was issued
without a response from Willkom.
Procurement Services Division’s Response:
The Procurement Services Division (PSD) concurred with our recommendations and explained
that the District has processes in place to help ensure contractor’s compliance with PCC Section
10262. Subcontractors not receiving payments timely may notify the PSD regarding any nonpayment of invoices, which would result in the execution of a stop notice against the prime
contractor. Subcontractors may also determine payment status of the prime contractor’s invoices
by accessing the District’s “Vendor Invoices” portal, inquiring Facilities Procurement and
Program Services or Accounts Payable, or filing a Public Records Act request for information with
the Office of the General Counsel.
Audit Team
This audit was performed by the following auditors:
Stella Lai, Audit Manager
Joanna Vuong, Senior Auditor
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Independent Auditor’s Report
We have examined the amounts billed by Willkom, Inc. (Willkom) under contract number
1910093/4400007564 (contract) for the period from June 14, 2019 through September 1, 2020 and
Willkom’s compliance with the terms and conditions of the contract. Willkom’s management is
responsible for the amounts billed and for complying with the terms and conditions of the contract.
Our responsibility is to express an opinion based on our examination.
Our examination was conducted in accordance with the standards applicable to attestation
engagements contained in Government Auditing Standards issued by the Comptroller General of
the United States, and accordingly, included examining, on a test basis, evidence supporting
Willkom’s compliance with the contract requirements and performing such other procedures as
we considered necessary in the circumstances. We believe that our examination provides a
reasonable basis for our opinion.
In our opinion, the amounts billed by Willkom under the contract for the period from June 14,
2019 through September 1, 2020 were adequately supported and allowable in accordance with the
contract terms and conditions in all material respects, and the change orders amounts were
reasonable, adequately supported, and properly authorized. Willkom did not comply with the
California Public Contract Code Section 10262 because over 70% of the subcontractor costs were
not made within the required timeframe.

Austin E. Onwualu
Austin Onwualu, CPA, CGMA, CIG
Deputy Inspector General, Audits

January 20, 2021
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EXHIBIT A

Exhibit A.1: Main building entrance ramp

Exhibit A.2: Main building back ramp
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EXHIBIT A

Exhibit A.3: High-low drinking fountains and guard rail

Exhibit A.4: Modifications to bathroom sinks, paper towel holders, and soap dispensers
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EXHIBIT A

Exhibit A.5: Modifications to Girl’s bathroom

Exhibit A.6: Modifications to Boy’s bathroom
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Know about fraud, waste or abuse?
Tell us about it.
Maybe you are a school district employee, a parent or just a concerned citizen.
Regardless, you can make a difference!
Maybe you know something about fraud, waste, or some other type of abuse in the
school district.
The Office of the Inspector General has a hotline for you to call. You can also
email or write to us.
If you wish, we will keep your identity confidential. You can remain anonymous,
if you prefer. And you are protected by law from reprisal by your employer.
Whistleblower Protection
The Board approved the Whistleblower Protection Policy on February 12, 2002.
This policy protects LAUSD employees who make allegations of improper
governmental activity from retaliation or reprisal. To assure the reporting of any
activity that threatens the efficient administration of the LAUSD, reports that
disclose improper governmental activities shall be kept confidential.
General Contact Information
Office of the Inspector General
333 S. Beaudry Avenue, 12th Floor
Los Angeles, CA 90017
Phone: (213) 241-7700
Fax: (213) 241-6826
https://achieve.lausd.net/oig
Fraud, Waste and Abuse Hotline
(866) 528-7364 or (213) 241-7778
inspector.general@lausd.net

