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April 30 , 2015 

RON GALPERIN 

CONTROLLER 

Honorable Eric Garcetti , Mayor 
Honorable Michael Feuer, City Attorney 
Honorable Members of the Los Angeles City Council 

Dear Colleagues: 

Audit of IBEW-OWP Joint Safety Institute and Joint Training Institute 

In 2000 and 2002, the Department of Waler and Power and Ihe Inlernalional Brolherhood of 
Eleclrical Workers, Local 18, wilh Ihe approval of the Cily Council , enlered inlo agreemenls 
10 creale two Irusls, Ihe Joinl Safety Inslilule and Joinl Training Inslilule. The Irusls were sel 
up Ihrough Ihe labor negolialion process 10 increase safety and produclivily al DWP 
worksiles. The Irusls say Ihal, since their inception , Ihey have Irained 9,645 people. 

The Irusls may have been crealed wilh Ihe besl of inlenlions, bul even if Ihey are sleadfaslly 
pursuing their missions and achieving their goals, it would be hard to know. The trusts have 
thus far operated in a climate of near-secrecy. Working oul of offices in Sunland, Ihe Irusls' 
employees and Ihe truslees who oversee Ihem have thus far kept Ihe organizalions oul of 
Ihe public eye. 

Nevertheless, Ihe Irusls are localed on DWP property and funded wilh ralepayer money­
which is to say, public money. The trusts' operations, performance and financials should be 
readily available 10 Ihe public. Expendilures of laxpayer and ralepayer money should be 
accounled for, and Ihere should be adequale checks in place 10 ensure Ihal public money is 
spent wisely and in the most cost-effective way possible. 

Wilh Ihis in mind, Ihe Office of Ihe ConI roller has compleled an audil of Ihe I BEW-DWP Joinl 
Safely Inslilule and Joinl Training Inslilule. Our audil's scope was financial. Each year, Ihe 
DWP funds Ihe two Irusls according 10 a formula oullined in Ihe Irusl agreemenls. Our goal 
was to determine how the trusts spent that ratepayer money and whether the trusts' expenses 
were reasonable. We looked allhe lime period from July 1, 2009 Ihrough June 30, 2014. The 
process, which included the transcribing of thousands of bank account and credit card 
transactions, was conducted by an outside auditing firm under the supervision of my office. 

After a long and painstaking process, the trusts ' expenditures and workings are now public. 
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5. The trusts repeatedly entered into non-competitively bid contracts. Auditors 
could not determine that any of the contracts entered into during the audit period were 
established to obtain the best value or lowest price. Auditors identified 19 instances 
where, when contracts expired , the trusts simply executed change orders or issued 
new contracts without soliciting competitive bids. 

6. Salaries paid to trust employees exceed all benchmarked salaries in the State 
of California. Trust employees receive compensation far in excess of what other 
employees in California get for doing the same work . What's more, the trusts are top­
heavy with handsomely compensated administrators, who are paid 5222 ,000 each­
a bump up from the salaries many got from the DWP before they were assigned to the 
trusts. 

My office has issued a series of actionable recommendations, including the following: 

1. In the name of transparency and accountability, the trusts should be required 
to report their detailed expenditures and performance annually to the Council 
and to the DWP Board of Commissioners. Exclusive of the trusts, the DWP says it 
spends S100 million per year on training and safety. City leaders should be able to 
judge the usefulness of these two trusts and determine whether the $4 million they 
pay to the trusts each year truly is necessary for the health, well-being and training of 
DWP employees. 

2. The trustees-and especially the management trustees-should institute formal 
controls over the trusts' financial policies . Effective and efficient organizations 
must account for their spending in a controlled , consistent and transparent manner. 
Proper oversight by management would strengthen the trusts' operations and make 
them more professional. 

3. The Council should renegotiate the trust agreements through the labor 
negotiation process so that the trusts are funded according to their needs-not 
through a formula that yields them far in excess of their budgetary requirements. The 
Council should also renegotiate the trust agreements so as to consolidate the 
operations of the two trusts. The two trusts perform similar purposes, serve the 
same beneficiaries and often duplicate costs. Auditors identified up to $739.000 in 
savings that could be achieved by merging the two trusts and consolidating their 
operations. 

Respectfully Submitted, 

72~~ 
RON GALPERIN 
City Controller 

cc: Miguel A Santana, Chief Administrative Officer - City of Los Angeles 
Sharon Tso, Chief Legislative Analyst - City of Los Angeles 
Fred Pickle, Executive Director, Ratepayer Advocate - Office of Public Accountability 
Mel Levine, President - Department of Water and Power Board of Commissioners 
Marcie Edwards, General Manager - Department of Water and Power 


