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The Honorable Richard Roth, Chair

Senate Budget and Fiscal Review Subcommittee No. 4
State Capitol

Sacramento, California 95814

Dear Senator Roth:

The California State Auditor presents this special report for the Senate Budget and Fiscal
Review Subcommittee No. 4—State Administration and General Government. The report
summarizes the audits and investigations we issued during the previous two years that are
within this subcommittee’s purview. Additionally, the report includes the major findings
and recommendations, along with the corrective actions entities reportedly have taken
to implement our recommendations. To facilitate the use of the report, we have included a
table that summarizes the status of each entity’s implementation efforts based on its most
recent response.

This information is also available in a special report that is organized by policy areas that
summarizes all audits and investigations we issued from January 2011 through December 2012.
The special policy area report includes a table that identifies monetary values that entities
could realize if they implemented our recommendations, and is available on our Web site
at www.auditor.ca.gov.

Our audit efforts bring the greatest returns when the entity acts upon our findings and
recommendations. Thisreportis one vehicle to ensure that the State’s policy makers and managers
are aware of the status of corrective action entities report they have taken. Further, we believe
the State’s budget process is a good opportunity for the Legislature to explore these issues and,
to the extent necessary, reinforce the need for corrective action.

Respectfully submitted,

ELAINE M. HOWLE, CPA
State Auditor
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Introduction

This report summarizes the major recommendations from audit and investigative reports we issued from
January 2011 through December 2012 that relate to agencies and department under the purview of the
Senate Budget and Fiscal Review Subcommittee No. 4—State Administration and General Government.
The purpose of this report is to identify what actions, if any, these entities have taken in response to our
findings and recommendations. We have placed this symbol @ in the margin of the entity’s action to
identify areas of concern or issues that we believe have not been adequately addressed.

For this report we have relied upon periodic written responses prepared by entities to determine
whether corrective action has been taken. The California State Auditor’s (state auditor) policy requests
that the entity provide a written response to the audit findings and recommendations before the audit
report is initially issued publicly. As a follow up, state law requires the entities to provide updates on
their implementation of audit recommendations. The state auditor requests these updates at 60 days,
six months, and one year after the public release of the audit report. However, we may request an entity
to provide a response beyond on year or we may initiate a follow-up audit if deemed necessary.

We report all instances of substantiated improper governmental activities resulting from our
investigative activities to the cognizant state entity for corrective action. These entities are required to
report the status of their corrective actions every 30 days until all such actions are complete.

Unless otherwise noted, we have not performed any type of review or validation of the corrective actions
reported by the entities. All corrective actions noted in this report were generally based on responses
received by our office as of December 31, 2012. The table below summarizes the status of an entity’s
implementation of our recommendations! based on its most recent response received from each one.
Because an audit or investigation may cross over several departments, it may be accounted for on this
table more than one time. For instance, the Housing Bonds report is listed under both the Department
of Finance and the Department of Housing and Community Development.

Table
Recommendation Status Summary

FOLLOW-UP RESPONSE* STATUS OF RECOMMENDATION
INITIAL FULLY PARTIALLY NOACTION PAGE
AUDIT REPORT RESPONSE ~ 60- DAY SIX-MONTH ONE-YEAR IMPLEMENTED IMPLEMENTED PENDING TAKEN  NUMBERS

Academy of Art University, San Francisco

Crime Disclosure

Report 2012-032 e >
Amador County
Indian Gaming Special Distribution Fund 9
Report 2010-036
California Emergency Management Agency
California's Mutual Aid System 15
Report 2011-103
California Health Facilities Financing Authority
Conduit Bond Issuers ° 19
Report 2011-118/2011-613
Children's Hospital Program ® 3

Report 2012-042

continued on next page.....

! This table does not include recommendations directed to the Legislature; however, we discuss the status of legislative recommendations in the body
of this report.
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FOLLOW-UP RESPONSE* STATUS OF RECOMMENDATION
INITIAL FULLY PARTIALLY NOACTION PAGE
AUDIT REPORT RESPONSE  60- DAY SIX-MONTH ONE-YEAR IMPLEMENTED IMPLEMENTED PENDING  TAKEN NUMBERS

California Housing Finance Agency

Affordable Housing Solvency
Report 2010-123

California Municipal Finance Authority

Conduit Bond Issuers
Report 2011-118/2011-613

California Statewide Communities Development Authority

Conduit Bond Issuers
Report 2011-118/2011-613

California Technology Agency

Unemployment Program
Report 2010-112

City of San José

Retirement Costs
Report 2012-106

City of Vernon

Financial Stability
Report 2011-131

Department of Consumer Affairs

Physical Therapy Board
Report 2011-119

Department of Finance

Oversight of Bond Expenditures
Report 2010-117

Housing Bonds
Report 2012-037

Department of General Services

School Construction Projects
Report 2011-116.1

Division of the State Architect
Report 2011-116.2

State Route 710 Extension Properties
Report 2011-120

High-Speed Rail Authority Follow-Up
Report 2011-504

Department of Housing and Community Development

Housing Bonds
Report 2012-037

Fair Political Practices Commission

Conduit Bond Issuers
Report 2011-118/2011-613

Humboldt County

Indian Gaming Special Distribution Fund
Report 2010-036

Los Angeles County

Probationers' Domestic Violence Payments
Report 2011-121

Los Angeles County Department of Children and Family Services

Los Angeles County Child Welfare Services
Report 2011-101.2
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FOLLOW-UP RESPONSE* STATUS OF RECOMMENDATION
INITIAL FULLY PARTIALLY NOACTION PAGE
AUDIT REPORT RESPONSE ~ 60- DAY SIX-MONTH ONE-YEAR IMPLEMENTED IMPLEMENTED PENDING  TAKEN NUMBERS

Physical Therapy Board of California

Physical Therapy Board
Report 2011-119 2 ! 3
Riverside County
Indian Gaming Special Distribution Fund ) 9
Report 2010-036
Sacramento County
Probationers' Domestic Violence Payments 3 89
Report 2011-121
Salinas Valley Memorial Healthcare System
Executive Compensation and
Conflict of Interest 1 101
Report 2011-113
San Diego County
Indian Gaming Special Distribution Fund 9
Report 2010-036
Probationers' Domestic Violence Payments 89
Report 2011-121
Santa Barbara County
Indian Gaming Special Distribution Fund 9
Report 2010-036
Santa Clara County
Probationers' Domestic Violence Payments 89
Report 2011-121
Shasta County
Indian Gaming Special Distribution Fund ) 9
Report 2010-036
University of the Pacific, Stockton
Crime Disclosure 4 5
Report 2012-032
Yolo County
Indian Gaming Special Distribution Fund 9
Report 2010-036
INVESTIGATIVE REPORT DATE OF LAST RESPONSE
California State Athletic Commission
Improper Overtime Payments
Investigations Report 12012-1, December 2012 1 1 45
Allegation 12009-1341
Department of General Services
Misuse of State Resources
Investigations Report 12010-2, June 2011 2 85
Allegation 12008-1024
State Controller's Office
Failure to Report Absences, Failure to Monitor
Adequately an Employee’s Time Reporting
Investigations Report 12011-1, el s 20 . 167
Allegation 12009-1476

* For audits issued between January 1, 2011, and October 31, 2011, this table generally reflects the agencies’ one-year response. The California
State Auditor’s report 2012-041, Recommendations Not Fully Implemented After One Year, the Omnibus Accountability Act of 2006, released in
January 2013, reflects these agencies’ subsequent responses.
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California’s Postsecondary Educational Institutions

Some Institutions Have Not Fully Complied With Federal Crime
Reporting Requirements

REPORT NUMBER 2012-032, ISSUED OCTOBER 2012

This report concludes that the six California postsecondary educational institutions (institutions) we
visited—Academy of Art University (Academy); California State University, Northridge (Northridge);
Laney College (Laney); San Bernardino Valley College (San Bernardino); San Diego City College

(San Diego); and University of the Pacific (Pacific)—did not fully comply with the Jeanne Clery
Disclosure of Campus Security Policy and Campus Crime Statistics Act (Clery Act) requirements. All
six institutions reported at least some inaccurate statistics, none of the institutions disclosed all of the
required policies in their annual security reports, and four of the six institutions did not properly notify
prospective employees of the availability of their annual security reports. Most of the errors leading to
inaccurate statistics resulted in institutions reporting more crimes than the Clery Act required them to
disclose. We also found that the most frequently missing policy disclosures were related to emergency
response and evacuation procedures. Failure to comply with the Clery Act may result in federal
financial penalties of up to $27,500 per violation. Furthermore, the U.S. Department of Education
(Education) has stated that the goal of safety- and security-related regulations is to provide students
and their families, as higher education consumers, with accurate, complete, and timely information
about safety on campus so that they can make informed decisions. We identified several reasons for
institutions’ lack of compliance with the Clery Act. These reasons included not adequately reviewing
and adhering to guidance related to the Clery Act and the absence of a thorough review of annual
security reports for accuracy before publication.

In the report, the California State Auditor (state auditor) made the following recommendations
to the six institutions we audited. The state auditor’s determination regarding the current status
of recommendations is based on each of the six institutions’ responses to the state auditor as of
December 2012 and January 2013.

Recommendation 1.1.a—See pages 11—20 of the audit report for information on the related findings.

To ensure that they comply with the Clery Act by correctly reporting all applicable crimes and
disclosing all required campus security policies, institutions should review and adhere to applicable
guidance related to the Clery Act, including Education’s Office of Postsecondary Education’s (OPE)
Handbook for Campus Safety and Security Reporting (OPE handbook) and the Federal Bureau of
Investigation’s Uniform Crime Reporting Handbook.

Academy’s Action: Fully implemented.

According to the Academy, the annual security report will be updated each year. To ensure that

the report includes only Clery reportable crimes as well as the campus security procedures

and disclosures required by Education, reportable crimes will be based on the OPE handbook and
Academy staft will stay current on new disclosure requirements by attending Clery conferences and
monitoring Clery updates.

Northridge’s Action: Fully implemented.

According to the police department at Northridge, it has reviewed and will adhere to the applicable
guidelines related to the Clery Act. Specifically, Northridge records unit personnel will continue to
use the OPE handbook as its primary resource for meeting Clery Act requirements.

Laney’s Action: Pending.

Laney did not provide a response to the state auditor as requested in time to include it in this report.
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San Bernardino’s Action: Pending.

According to San Bernardino’s police department, it is updating its annual security report’s policies

and procedures for both crime statistics and campus security policy disclosures to include a review

of the OPE handbook and the Federal Bureau of Investigation’s Uniform Crime Reporting Handbook
to ensure Clery Act compliance.

San Diego’s Action: Pending.

According to the San Diego Community College District (district), its Clery Act Compliance
Committee is assessing compliance concerns, including district policies and procedures. All policies
and procedures determined to be out of compliance with the Clery Act will be revised and/or
included in future annual security reports. Also, the district’s Emergency Communications Policy
and Procedure is currently under administrative review. Once approved, this policy and procedure
will be added to the 2012 annual security report. Lastly, the district is developing additional
information to include in future annual security reports regarding illegal drug and alcohol policies.

Pacific’s Action: Pending.

Pacific did not provide a response to the state auditor as requested in time to include it in this report.

Recommendation 1.1.b—See pages 11—20 of the audit report for information on the related findings.

To ensure that they comply with the Clery Act by correctly reporting all applicable crimes

and disclosing all required campus security policies, institutions should thoroughly review the

Clery Act crime statistics and security policy disclosures in their annual security reports for accuracy
before publication.

Academy’s Action: Partially implemented.

According to the Academy, the annual security report will be updated each year. To ensure

that the report includes only Clery reportable crimes, the report will be reviewed for accuracy

by the Academy’s Clery officer and director of security. These reviews will occur throughout the
year as well as at year end before the report is released for publication. Also, as mentioned under
recommendation 1.1.a, Academy staff will stay current on new disclosure requirements by attending
Clery conferences and monitoring Clery updates. However, although the Academy indicated that

it will be taking steps to stay informed of the disclosures required by Education, it did not mention
the steps it would take to ensure that any changes to its campus security procedures related to those
disclosures are reflected in its annual security report.

Northridge’s Action: Fully implemented.

According to Northridge, in 2012, it established a two-step process to ensure that the annual security
report includes all the required policy statements and disclosures as well as accurate statistics.

This process includes a review by the records supervisor who writes the report. Next, the report is
reviewed by the records administrator to verify its completeness. The review is completed by using a
checklist of the procedures, policies, disclosures, practices, and programs as required by Education
to be included in the report.

Laney’s Action: Pending.

Laney did not provide a response to the state auditor as requested in time to include it in this report.
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San Bernardino’s Action: Pending.

According to San Bernardino, it is updating its annual security report’s policies and procedures to
include a secondary review of the Clery Act crime statistics and security policy disclosures in its
annual security report to ensure this information is accurate before the report is published.

San Diego’s Action: Partially implemented.

According to the district, it is continuing to take the necessary steps to ensure that the crime
reporting review process is in compliance with the federal definition of all Clery reportable crimes.
However, these steps were not explained. In addition, the district did not mention the steps it
would take to stay current on new disclosure requirements or the steps it would take to ensure that
any changes to campus security procedures related to new disclosures are reflected in the annual
security report.

Pacific’s Action: Pending.

Pacific did not provide a response to the state auditor as requested in time to include it in this report.

Recommendation 1.1.c—See pages 16 and 17 of the audit report for information on the related finding.
To ensure that they comply with the Clery Act by correctly reporting all applicable crimes and
disclosing all required campus security policies, institutions should ensure that they have a complete,
accessible daily crime log, as required by the Clery Act.

Laney’s Action: Pending.

Laney did not provide a response to the state auditor as requested in time to include it in this report.

San Bernardino’s Action: Pending.

According to San Bernardino, it is planning to ensure that the daily crime log is reviewed by a
supervisor on a daily basis and forwarded to the chief of police for verification of accuracy.

San Diego’s Action: Fully implemented.

According to the district, it will now spot check the daily crime log for accuracy for a period of at
least six-months to ensure that all required information is being reported correctly.

Pacific’s Action: Pending.

Pacific did not provide a response to the state auditor as requested in time to include it in this report.

Recommendation 1.2—See pages 20 and 21 of the audit report for information on the related finding.

Institutions should ensure that they properly notify both current and prospective students and
employees of the availability of their annual security reports in the manner prescribed by the Clery Act.

Laney’s Action: Pending.

Laney did not provide a response to the state auditor as requested in time to include it in this report.
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San Bernardino’s Action: Pending.

According to San Bernardino, it is in the process of updating its policies and procedures for notifying
current and perspective students as well as current and perspective employees of its annual security
report to ensure the notification is done properly.

San Diego’s Action: Partially implemented.

According to the district, it has added a link to the annual security report on the district’s
Employment Opportunities Web site. Also, its Clery Act Compliance Committee is working with the
district’s Human Resources to establish any additional guidelines necessary for compliance with the
notification requirement.

Pacific’s Action: Pending.

Pacific did not provide a response to the state auditor as requested in time to include it in this report.
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Indian Gaming Special Distribution Fund

Local Governments Continue to Have Difficulty Justifying Distribution Fund Grants

REPORT NUMBER 2010-036, ISSUED FEBRUARY 2011

This report, our second review of the allocation and expenditure of grants from the Indian Gaming
Special Distribution Fund (distribution fund), concludes that Indian Gaming Local Community Benefit
Committees (benefit committees) continue to have difficulty complying with grant requirements and
related laws. Our review of a sample of 20 grants totaling $5.7 million revealed that in 10 instances the
grant recipient either could not provide evidence of, or could not quantify, the impact of the casino.
As a result, they were unable to prove that the funding was in proportion to the impact of a casino,

as required by law. In three other cases, benefit committees awarded grants that were unrelated or
disproportionately related to casino impacts, and the Yolo County benefit committee awarded the
entirety of its nearly $336,000 allocation to an ineligible entity. Further, in three of the counties we
reviewed, benefit committees did not award some cities and counties the minimum amounts the law
set aside for them.

In our review of the allocation of funds to counties by the State Controller’s Office, we found that the
formula established in law does not take into account the possibility of a change during the course of

a year in the number of devices operated by a tribe. Had the law taken into account changes due to
compact amendments that took effect during fiscal year 2007—-08, approximately $2 million would have
been distributed differently, providing some counties with more money and others with less. We also
found that many tribes with compact amendments are negotiating agreements with local governments
to directly fund mitigation projects, as required by their most recent compact terms. Finally, changes

in contribution requirements due to amended compacts, as well as changes in the number of licenses,
have altered the revenue streams of both the distribution fund and the Indian Gaming Revenue Sharing
Trust Fund.

In the report, the California State Auditor (state auditor) made the following recommendations to the
recipient counties of the distribution fund. The state auditor’s determination regarding the current
status of recommendations is generally based on the recipient counties responses to the state auditor
as of February 2012. Please note that because not all recommendations or parts of recommendations
applied to all seven of the counties we visited, the following recommendations will not always include
responses from all audited entities.

Recommendation 1.1—See pages 21—25 and 28 of the audit report for information on the
related finding.

The Legislature should consider amending the law to prohibit projects that are unrelated to casino
impacts or are not proportionally related to casino impacts. The amendment should require that
counties forfeit equivalent amounts of future money from the distribution fund if their benefit
committees approve grant applications that fail to provide evidence that projects are funded in
proportion to casinos’ impacts.

Legislative Action: Legislation proposed.

Assembly Bill 2515 (as amended March 29, 2012) of the 2011-2012 Regular Legislative Session,
would among other things, require grant applications to clearly show how the grant will mitigate
the impact of the casino on the grant applicant agency and require benefit committees to adopt a
conflict-of-interest code.
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Recommendation 1.2—See pages 25—27 of the audit report for information on the related finding.

To make certain that the projects’ eligibility, merit, and relevance are discussed in a public forum
during the projects’ selection, the Legislature should also clarify that benefit committees should meet to
consider applications before submitting them for tribal sponsorship. Alternatively, the Legislature could
emphasize local priorities by amending the law to allow benefit committees to approve any applications
that are submitted to them for public debate and committee approval before tribal sponsorship,
regardless of the proportionality of a casino’s impact.

Legislative Action: Unknown.

The state auditor is not aware of any action taken by the Legislature as of December 18, 2012.

Recommendation 1.3—See pages 28—30 of the audit report for information on the related finding.

To provide an incentive for benefit committees to award cities and counties the amounts that the
Legislature has appropriated to them for mitigating casino impacts, the Legislature should require that
grant funds allocated for each city and county according to the nexus test revert to the distribution fund
if they are not awarded to that city or county.

Legislative Action: Unknown.

The state auditor is not aware of any action taken by the Legislature as of December 18, 2012.

Recommendation 1.4.a—See pages 21—25 of the audit report for information on the related finding.

To help ensure that they meet the grant requirements established in the California Government Code,
counties should require that the county auditor review each grant application to ensure a rigorous
analysis of a casino’s impact and of the proportion of funding for the project provided by the grant.
Benefit committees should consider a grant application only when the county auditor certifies that the
applicant has quantified the impact of the casino and verifies that the grant funds requested will be
proportional to the casino’s impact.

Amador County’s Action: No action taken.

The county did not address this recommendation in its response.

Humboldt County’s Action: No action taken.

Humboldt County did not respond to our requests for a six-month response, nor did the county
submit a one-year response.

Riverside County’s Action: Pending.

The county stated that in Riverside County the auditor is an elected official who neither reports
to the county executive officer nor the board of supervisors. As a result, the auditor cannot be
“required” to provide this assistance. The county also indicated that it will ask the auditor to
participate in the fiscal year 2011-12 Special Distribution Funds grant process.

Santa Barbara County’s Action: No action taken.

Santa Barbara County did not respond to our requests for a six-month response, nor did the county
submit a one-year response.
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San Diego County’s Action: Partially implemented.

The county stated that it continues to take this recommendation under advisement, as both the
county and the benefit committee agree with the importance of a thorough review. It also indicated
that instead of the county auditor reviewing every grant application, the county auditor conducted

a review of the benefit committee grant process and documents. Finally, the county stated that the
county auditor validated the benefit committee’s methods used to quantify impacts, and did not have
any suggestions to improve the request for information, but did reiterate the need for a thorough
analysis of the data presented in the application during the review process. However, the county did
not provide evidence to substantiate this claim.

Shasta County’s Action: Pending.

The county stated that it continues to work with the county auditor in determining their legal
responsibilities as it relates to auditing grant applications. However, the county has provided no
evidence to substantiate this claim.

Yolo County’s Action: No action taken.

The county did not address this recommendation in its response. c

Recommendation 1.4.b—See page 31 of the audit report for information on the related finding.

To help ensure that they meet the grant requirements established in the California Government Code,
counties should review the law for changes that may affect applicants’ eligibility for distribution fund
grants before awarding the grants so that ineligible entities do not receive grants.

Yolo County’s Action: No action taken.

The county did not address this recommendation in its response. (=

Recommendation 1.4.c—See pages 24 and 25 of the audit report for information on the related finding.

To help ensure that they meet the grant requirements established in the California Government Code,
counties should more rigorously review applications that are to be administered and spent by an entity
other than the local government that applies for the funds. Specifically, benefit committees should
require that each grant application clearly show how the grant will mitigate the impact of the casino on
the applicant agency.

Amador County’s Action: Fully implemented.

In April 2011 the benefit committee adopted procedures requiring eligible applicants to demonstrate
how they will be able to document and quantify the impact that is being mitigated by the project.
The county provided documentation demonstrating that it had implemented these procedures.

Humboldt County’s Action: No action taken.

Humboldt County did not respond to our requests for a six-month response, nor did the county (¢
submit a one-year response.

Riverside County’s Action: No action taken.

The county did not address this recommendation in its response. C
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Santa Barbara County’s Action: No action taken.

Santa Barbara County did not respond to our requests for a six-month response, nor did the county
submit a one-year response.

San Diego County’s Action: Fully implemented.

The county stated that the benefit committee’s process is one that provides a rigorous review of the
grant applications through a comprehensive, transparent, and public process. The benefit committee
has established application policies, procedures, and an application form for the grants following the
priorities specified in Section 12715(g) of the California Government Code. The benefit committee
further confirmed that grant documents request information from applicants to ensure that metrics
clearly demonstrate proportionality for impacts.

Shasta County’s Action: No action taken.

The county did not address this recommendation in its response.

Yolo County’s Action: Fully implemented.

The county stated that in the benefit committee’s last funding cycle, the benefit committee elected
to fund three applications which clearly described the impacts of tribal gaming they were seeking to
mitigate, including an analysis of proportionality where appropriate.

Recommendation 1.4.d—See pages 28—30 of the audit report for information on the related finding.

To help ensure that they meet the grant requirements established in the California Government Code,
counties should ensure that eligible cities and counties receive the proportional share of funding they
are set aside according to the nexus test by making the governments aware of available distribution fund
grants and of the minimum grant amounts that are set aside for them under the nexus test.

Amador County’s Actions: Fully implemented.

The county provided notice to each jurisdiction in the county that was eligible for funding from the
distribution fund of their eligibility and the amounts set aside for them.

Santa Barbara County’s Action: No action taken.

Santa Barbara County did not respond to our requests for a six-month response, nor did the county
submit a one-year response.

Recommendation 1.4.e—See pages 28—30 of the audit report for information on the related finding.

To help ensure that they meet the grant requirements established in the California Government Code,
counties should encourage eligible local governments to submit multiple applications so that the benefit
committees can choose appropriate projects while ensuring that local governments are awarded the
amount defined in law.

Amador County’s Action: Partially implemented.

In its six-month response, the county stated that eligible jurisdictions were encouraged to apply for
multiple projects so that the benefit committee could choose projects that best mitigated the impacts
addressed by the distribution funds. It further stated that as a result, many more project requests
were received than could be funded. However, the county did not provide evidence to substantiate
this claim, nor did the county address this recommendation in its one-year response.
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Riverside County’s Action: Pending.

The county stated that during the next request for distribution fund grant applications, eligible
entities will be encouraged to submit multiple funding applications.

Santa Barbara County’s Action: No action taken.

Santa Barbara County did not respond to our requests for a six-month response, nor did the county
submit a one-year response.

San Diego County’s Action: Fully implemented.

The county stated that it continues to broadly distribute notice to eligible local governments via
email to announce the call for applications. It also indicated that it files public notice with the clerk of
the board so agenda packets are posted in compliance with the Brown Act requirements. The benefit
committee’s frequently ask questions state that eligible agencies can submit multiple applications.

Shasta County’s Action: No action taken.

The county did not address this recommendation in its response.

Recommendation 1.4.f—See pages 31—34 of the audit report for information on the related finding.

To help ensure that they meet the grant requirements established in the California Government
Code, counties should require benefit committee filing officers to avail themselves of the free training
provided by the Fair Political Practices Commission (FPPC) so that the filing officers are aware of and

meet their responsibilities under the Political Reform Act of 1974. Counties should also adhere to FPPC

guidelines for notifying filers of the need to submit statements of economic interests.

Amador County’s Action: Partially implemented.

According to the county, in April 2011 the benefit committee adopted procedures requiring all
members of the benefit committee to submit a properly completed Form 700 specifically identifying
the benefit committee as required by the FPPC, and, accordingly, all members of the benefit
committee filed the form. However, the county did not address all aspects of the recommendation.

Humboldt County’s Action: No action taken.

Humboldt County did not respond to our requests for a six-month response, nor did the county
submit a one-year response.

Riverside County’s Action: Partially implemented.

The county stated that the benefit committee adopted the Standard Code of the FPPC as the
Contflict-of-Interest Code, and it requires committee members to complete form 700 annually.
However, the county did not provide evidence of these procedures to substantiate this claim. Further,
it did not address all aspects of the recommendation.

Santa Barbara County’s Action: No action taken.

Santa Barbara County did not respond to our requests for a six-month response, nor did the county
submit a one-year response.

-
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Shasta County’s Action: Partially implemented.

The county stated that county filing officers notified all committee members of the requirement
to submit Statement of Economic Interest forms, and as a result, all current benefit committee
members have complied. However, the county did not provide evidence to substantiate this claim.
Further, it did not address all aspects of the recommendation.

Yolo County’s Action: Partially implemented.

The county stated that the filing officer for the benefit committee coordinates with the County
Clerk-Recorder’s Office to ensure all committee members were informed of their obligation to file
statements of economic interest by the required date. However, the county did not provide evidence
to substantiate this claim. Further, it did not address all aspects of the recommendation.

Recommendation 1.4.g—See pages 32 and 33 of the audit report for information on the related finding.

To help ensure that they meet the grant requirements established in the California Government Code,
counties should ensure that benefit committees’ conflict-of-interest codes comply with the political
reform act by reviewing the act and their codes, and changing the codes as necessary to meet the

act’s requirements.

Santa Barbara County’s Action: No action taken.

Santa Barbara County did not respond to our requests for a six-month response, nor did the county
submit a one-year response.

Shasta County’s Action: Pending.

The county stated it is continuing to review the benefit committee conflict-of-interest code and
will update it as necessary. However, the county did not provide documentation to substantiate
this claim.

Recommendation 2.1—See page 42 of the audit report for information on the related finding.

The Legislature should amend the law for allocating distribution funds to counties to include provisions
for prorating a county’s distribution fund allocation based on the percentage of the year that each
gaming device in the county is required to contribute to the fund. Such an amendment would ensure a
more proportionate distribution when the number of contributing gaming devices changes during the
course of the year.

Legislative Action: Unknown.

The state auditor is not aware of any action taken by the Legislature as of December 18, 2012.
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California’s Mutual Aid System

The California Emergency Management Agency Should Administer the
Reimbursement Process More Effectively

REPORT NUMBER 2011-103, ISSUED JANUARY 2012

This report concludes that the California Emergency Management Agency (Cal EMA) generally
processes local agencies’ requests for reimbursement within 120 business days and the agencies
generally receive their reimbursements in a timely manner. However, Cal EMA can improve its
oversight of other aspects of the reimbursement process by ensuring local agencies calculate

correctly the average actual hourly rates used to determine their reimbursements. Our analysis of

718 transactions processed between 2006 and 2010 found that inaccuracies in the average actual hourly
rates may have resulted in some agencies overbilling for personnel costs by nearly $674,000, while other
agencies were underbilling by nearly $67,000.

Cal EMA also may need to improve the system it uses to generate invoices on behalf of local agencies
that provide assistance. A March 2011 audit conducted by the U.S. Department of Homeland Security’s
Office of the Inspector General found that the California Department of Forestry and Fire Protection
(CAL FIRE) was not in compliance with the Federal Emergency Management Agency’s (FEMA)
reimbursement criteria. FEMA is actively reviewing this issue and its review may result in a decision

to recover some or all of the $6.7 million identified in the audit report. If FEMA determines the

CAL FIRE calculations and claims identified in the audit were erroneous, Cal EMA will need to modify
its invoicing system to comply with FEMA’s reimbursement criteria. For example, applying FEMA’s
reimbursement criteria, we found that CAL FIRE may have billed FEMA $22.8 million more than it
should have.

Finally, the majority of 15 local fire and five local law enforcement agencies we interviewed stated

that they had not evaluated how providing mutual aid affects their budgets. Some of the 15 local fire
agencies and the majority of the five local law enforcement agencies stated that, although their budgets
had been reduced in the last five years, they did not believe that budget restrictions hindered their
ability to respond to mutual aid requests. Four of the 15 local fire agencies and one of the five local law
enforcement agencies said that they were projecting budget reductions in future years. However, only
one local fire agency we spoke with has evaluated the impact that budget restrictions will have on its
ability to provide mutual aid.

In the report, the California State Auditor (state auditor) made the following recommendations
to Cal EMA and CAL FIRE. The state auditor’s determination regarding the current status

of recommendations is based on Cal EMA and CAL FIRE’s responses to the state auditor as of
September and October 2012, respectively.

Recommendation 1.1—See pages 20 and 21 of the audit report for information on the related finding.

To make certain that emergency response agencies receive reimbursements on time, Cal EMA should
establish procedures to ensure that paying entities do not delay reimbursements.

Cal EMA’s Action: Partially implemented.

Cal EMA stated that it is difficult to ensure that paying entities do not delay reimbursements for
those emergencies or disasters that are not reimbursed under FEMA’s Fire Management Assistance
Grant (FMAG) Program. Under the FMAG, states can submit a request for assistance to FEMA

at the time a major disaster exists. Cal EMA stated that, because it administers the entire FMAG
process, it is able to prioritize workload and expeditiously submit to FEMA the project worksheet
that documents the scope of work and cost estimate for each project. However, Cal EMA stated that
it has little or no control over reimbursements for FEM A’s Public Assistance (PA) Program.
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Under the PA, states can submit a request for assistance so that they can quickly respond to and
recover from major disasters and emergencies declared by the President. CAL EMA stated that,
because it jointly administers the PA Program with FEMA, it is difficult to ensure the expeditious
processing of project worksheets that require several layers of federal review and subsequent
funding obligations.

Further, to ensure that paying entities do not delay reimbursements for mutual aid provided under
the California Fire Assistance Agreement (CFAA), Cal EMA is implementing a new Mutual Aid
Reimbursement Program that focuses largely on migrating from a Lotus Notes application to a
Web-based application. Cal EMA stated that this system will produce a stable platform and build in
appropriate business rules to more effectively administer the CFAA terms and conditions and reduce
reimbursement timelines. According to Cal EMA, the first phase of this new program was deployed
in July 2012 and eliminated many workarounds and limitations found in the current system.

Recommendation 1.2.a—See pages 20 and 21 of the audit report for information on the related finding.

To ensure that it receives reimbursements on time, Cal EMA should identify ways to reduce the
amount of time it takes to submit project worksheets to FEMA and to draw down funds.

Cal EMA’s Action: Fully implemented.

Cal EMA incorporated language into its FMAG Program standard operating procedures that
outlines the grant process, including the reimbursement process. Cal EMA stated that, because it
jointly administers the PA Program with FEMA, it is difficult to ensure the expeditious processing of
project worksheets that require several layers of federal review and subsequent funding obligations.

Recommendation 1.2.b—See pages 20 and 21 of the audit report for information on the related finding.

To ensure that it receives reimbursements on time, Cal EMA should establish procedures for
submitting project worksheets to FEMA and drawing down funds that reflect the time-saving measures
resulting from its efforts to implement recommendation 1.2.a.

Cal EMA’s Action: Fully implemented.

Cal EMA incorporated language into its FMAG Program standard operating procedures that
outlines the grant process, including the reimbursement process. Cal EMA stated that, because it
jointly administers the PA Program with FEMA, it is difficult to ensure the expeditious processing of
project worksheets that require several layers of federal review and subsequent funding obligations.

Recommendation 1.3.a—See pages 22—24 of the audit report for information on the related finding.

To make certain that local agencies calculate correctly their average actual hourly rates, Cal EMA
should audit a sample of invoices each year and include in the review an analysis of the accuracy of the
local agencies’ average actual hourly rates reported in the agencies’ salary surveys.

Cal EMA’s Action: Pending.

Cal EMA did not specifically address this recommendation. Instead, Cal EMA stated it evaluated
its options, along with its partner agencies, for ensuring the accuracy of and the accountability for
the financial information that the local agencies submit. Cal EMA stated its options for ensuring
financial integrity included better defined invoicing instructions, enhanced training of the partner
agencies, and, if necessary, revisions to the statutes.
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Cal EMA, along with several key committee members signatory to the CFAA, provided workshops
in June 2012 to instruct local agencies on how to correctly develop average actual hourly rates, salary
surveys, and actual administrative rates. Cal EMA stated it also held a Web conference in July 2012
for those local agencies that were unable to attend the workshops because of budgetary constraints
or other commitments.

Recommendation 1.3.b—See pages 22—24 of the audit report for information on the related finding.

To make certain that local agencies calculate correctly their average actual hourly rates, if Cal EMA
determines that the local agencies’ rates are incorrect, it should advise the agencies to recalculate the
rates reported in their salary survey. Local agencies that fail to submit accurate average actual hourly
rates should be subject to the base rates.

Cal EMA’s Action: Pending.

Cal EMA did not address this recommendation, which is contingent upon the results of its audit of a
sample of the local agencies’ invoices.

Recommendation 1.3.c—See pages 22—24 of the audit report for information on the related finding.

To make certain that local agencies calculate correctly their average actual hourly rates, if Cal EMA
does not believe that it has the statutory authority and resources to audit the average actual hourly rates
reported in the local agencies’ salary surveys, it should either undertake the necessary steps to obtain
both the authority and the necessary resources or obtain statutory authority to request that the State
Controller’s Office perform the audits.

Cal EMA’s Action: Pending.

Cal EMA did not specifically address this recommendation. Instead, Cal EMA stated it evaluated
its options, along with its partner agencies, for ensuring the accuracy of and the accountability for
the financial information that the local agencies submit. Cal EMA stated its options for ensuring
financial integrity included better defined invoicing instructions, enhanced training of the partner
agencies, and, if necessary, revisions to the statutes.

Recommendation 1.4.a—See pages 24—27 of the audit report for information on the related finding.

If FEMA determines that the calculations and claims identified in the Office of Inspector General’s
audit report were erroneous, Cal EMA should modify the time sheets to track the actual hours that the
responding agency works as well as the dates and times that the agency committed to the incident and
returned from the incident.

Cal EMA’s Action: Pending.

On March 5, 2012, FEMA deobligated $5.7 million in funding related to hours claimed that were in
excess of its recovery policy, which permits the reimbursement of personnel costs up to 24 hours
for each of the first two days and up to 16 hours for each of the following days in the response
period. However, Cal EMA did not specifically address whether or not it modified the time sheets
to track the actual hours the responding agency works as well as the dates and times that the
agency committed to the incident and returned from the incident. Instead, Cal EMA stated that

it has worked with CAL FIRE to make the appropriate adjustments to CAL FIRE’s accounting
methodologies to ensure that the overtime costs CAL FIRE submits to it do not exceed FEMA’s
recovery policy.
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Recommendation 1.4.b—See pages 24—27 of the audit report for information on the related finding.

If FEMA determines that the calculations and claims identified in the Office of Inspector General’s
audit report were erroneous, Cal EMA should ensure that the replacement for its current invoicing
system can calculate the maximum number of reimbursable personnel hours under both FEMA’s policy

and the CFAA.

Cal EMA’s Action: Pending.

Cal EMA did not specifically address whether or not its new Mutual Aid Reimbursement Program
will be able to calculate the maximum number of reimbursable personnel hours under both FEMA’s

policy and the CFAA.

Recommendation 1.5.a—See pages 24—27 of the audit report for information on the related finding.

If FEMA determines that the calculations and claims identified in the Office of Inspector General’s
audit report were erroneous, CAL FIRE should revise its method of claiming reimbursement for

personnel hours to comply with FEM A’s policy.

CAL FIRFE’s Action: Fully implemented.

On March 5, 2012, FEMA deobligated $5.7 million in funding related to hours claimed that were in
excess of its recovery policy, which permits the reimbursement of personnel costs up to 24 hours for
each of the first two days and up to 16 hours for each of the following days in the response period.
CAL FIRE stated that it revised its method of claiming reimbursement for personnel hours to

comply with FEMA’s policy.

Recommendation 1.5.b—See pages 24—27 of the audit report for information on the related finding.

If FEMA determines that the calculations and claims identified in the Office of Inspector General’s
audit report were erroneous, CAL FIRE should collaborate with Cal EMA to establish a system that
calculates the maximum number of reimbursable personnel hours in accordance with both FEMA’s

policy and the CFAA.

CAL FIRE’s Action: Pending.

CAL FIRE stated that it continues to coordinate with Cal EMA and its federal mutual aid partners
to ensure as much consistency as possible between the CFAA and the FEMA Disaster Assistance
program. However, CAL FIRE did not specifically address its collaboration efforts with Cal EMA
to establish a system that calculates the maximum number of reimbursable personnel hours in
accordance with both FEMA’s policy and the CFAA.
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Conduit Bond Issuers

Issuers Complied With Key Bond Requirements, but Two Joint Powers Authorities’
Compensation Models Raise Conflict-of-Interest Concerns

REPORT NUMBER 2011-118/2011-613, ISSUED AUGUST 2012

This report concludes that it may be helpful for the Legislature or the Fair Political Practices
Commission (FPPC), as appropriate, to provide clear policy direction regarding whether contingency
fees paid to private employers of consultants participating in financing decisions should be permissible
under California’s conflict-of-interest laws. Both California Statewide Communities Development
Authority (California Communities) and California Municipal Finance Authority (Municipal Finance)
are staffed entirely by private consulting firms. For their work, the consulting firms receive a percentage
of the fees associated with each conduit revenue bond the joint powers authorities issue. During

July 2006 through June 2011, California Communities and Municipal Finance paid their consultants
roughly $50 million and $4.6 million, respectively. These amounts represent 59 percent of total
revenues generated for California Communities and 49 percent for Municipal Finance. This method

of compensation raises a concern under the Political Reform Act of 1974 (political reform act), which
prohibits public officials—including consultants performing the work of public officials—from making,
participating in, or attempting to influence certain governmental decisions in which they have a
material economic interest. In explaining why they believe the compensation model does not violate
the political reform act, consultants who advise the public entities rely on an advice letter issued by the
FPPC to a different entity. However, neither the FPPC nor a court of appropriate jurisdiction have
considered the applicability of the reasoning set out in that advice letter to the specific circumstances
described in this audit report.

The joint powers authorities’ use of consultants also raises a concern under California Government
Code, Section 1090 (Section 1090). This state law prohibits public officials and employees from having a
financial interest in any public contract whose formation or approval they participate in, which includes
the issuance of conduit revenue bonds. Although there is some case law that suggests that consultants
who contract with public agencies may be paid on a contingency fee basis for their services without
violating Section 1090, no court has squarely addressed the specific question presented here and we
therefore cannot reach a definitive legal conclusion.

This report also concludes that the joint powers authorities could improve their contracting practices
to better ensure the services they receive are reasonably priced. The boards of directors for California
Communities and Municipal Finance have not required the consulting firms staffing the joint powers
authorities to compete against other firms since the joint powers authorities were formed in 1988 and
2004, respectively. By not periodically bidding out the contracts for these services, the joint powers
authorities have less assurance that they are getting the best value from their consultants. However,
notwithstanding the potential problems described above, during 2006 through 2011 California
Communities and Municipal Finance met bond issuance requirements and generally fulfilled reporting
obligations, including those established in 2010 under Senate Bill 99. Similarly, the California Health
Facilities Financing Authority (Health Financing Authority) also met these requirements.

In the report, the California State Auditor (state auditor) made the following recommendations to
California Communities, Municipal Finance, and the Health Financing Authority. The state auditor’s
determination regarding the current status of recommendations is based on these agencies’ responses
to the state auditor as of October 2012 and additional information California Communities and
Municipal Finance provided in November 2012.
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Recommendation 1.1—See pages 18—23 of the audit report for information on the related finding.

If the Legislature believes that the compensation model is appropriate, whereby the private firms that
employ consultants are paid a percentage of the fees associated with bond issuances, the Legislature
should enact legislation that creates a clearly stated exemption from Section 1090. On the other hand, if
the Legislature believes that this compensation model is not appropriate, it should enact legislation that
clearly proscribes, or limits, such a model.

Legislative Action: Unknown.

The state auditor is not aware of any action taken by the Legislature as of December 18, 2012.

Recommendation 1.2—See pages 20—23 of the audit report for information on the related finding.

The FPPC should adopt regulations that clarify whether the analysis in the McEwen advice letter is
intended to apply to the factual circumstances presented in this audit.

FPPC’s Action: Fully implemented.

In October 2012 the FPPC informed the California State Treasurer that, pursuant to its McEwen
advice letter and other advice letters it has issued in the past, the compensation models of the joint
powers authorities included in the audit (California Communities and Municipal Finance) do not
violate the political reform act.

Recommendation 1.3—See pages 18—23 of the audit report for information on the related finding.

To be better informed about the compensation of their consultants, including any potential conflicts
of interest, California Communities and Municipal Finance should require the consulting firms that
staff their organizations to disclose the amount and structure of compensation provided to individual
consultants, including disclosing whether any of this compensation is tied to the volume of bond sales.

California Communities’ Action: Partially implemented.

California Communities indicated that its commission considered requiring HB Capital Resources,
Ltd. (HB Capital) to disclose the amount of compensation paid to each of its employees. However,
the commission concluded that it does not have discretion over such compensation. Instead,
California Communities amended its contract with HB Capital in October 2012 to require

HB Capital not to compensate its employees providing services directly or indirectly to the joint
powers authority on a commission basis or pursuant to any other method of compensation that is
based on the dollar amount or volume of bonds issued by the joint powers authority.

Municipal Finance’s Action: Pending.

Municipal Finance stated that a subcommittee of its board members is reviewing proposed contract
language that will prohibit its consultants from compensating their employees on a commission basis
or any other method that is based on the volume of bonds sales. Municipal Finance indicated that the
proposed contract language will also require all consultants to disclose the amount of compensation
provided to individual employees.

Recommendation 1.4—See page 28 of the audit report for information on the related finding.

In implementing its January 2012 contracting policy, California Communities should either periodically
subject existing contracts to competitive bidding or perform some other price comparison analysis to
ensure that the public funds it oversees are used effectively.
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California Communities’ Action: Pending.

California Communities stated that the term of its contract with HB Capital does not expire until
June 2015, and that the contract automatically extends for another two years unless California
Communities gives written notice to HB Capital prior to May 2013 that it does not desire to extend
the contract. California Communities indicated that at the beginning of 2013, its commission

will consider whether to provide such notice and conduct a competitive bid process for selecting

a program manager for a term commencing in July 2015. California Communities added that at

the beginning of 2013, its commission will be reviewing each of its other consultant contracts to
determine whether it would be timely to conduct a competitive bid process for one or more of
these contracts.

Recommendation 1.5—See pages 28 and 29 of the audit report for information on the related finding.

Municipal Finance should follow its July 2012 policy that describes how it will select contractors and
periodically review existing contractors’ services and prices to ensure the public funds it oversees are
used effectively.

Mounicipal Finance’s Action: Fully implemented.

In July 2012 Municipal Finance’s board compared Sierra Management’s services and prices to

other conduit bond issuers and concluded that it is receiving the best value for the public funds

it oversees. Municipal Finance also sought competitive bids for issuer/special counsel services in
November 2012, which it stated was a result of its review of the services it was receiving. Municipal
Finance affirmed that it will continue to follow its July 2012 policy, stating that for any engagement
for professional services with a duration of at least one year, its board will conduct a review on a
periodic basis to assess and evaluate the performance of the service provider. It added that it expects
to conduct a review on an annual basis each January.

Recommendation 1.6—See pages 26 and 28 of the audit report for information on the related finding.

As suggested by the Government Finance Officers Association guidance, California Communities and
Municipal Finance should include provisions in their contracts prohibiting consultants from engaging
in activities on behalf of the issuers that produce a direct or indirect financial gain to the consultants,
other than the agreed-upon compensation, without the issuer’s informed consent.

California Communities’ Action: Fully implemented.

In October 2012 California Communities amended its contract with HB Capital to prohibit

HB Capital from receiving any additional compensation, payment, or other financial benefit from
any person in connection with the issuance of bonds by the joint powers authority, except for the
compensation authorized by its contract.

Municipal Finance’s Action: Pending.

Municipal Finance indicated that it is reviewing proposed contract language that would prohibit

its consultants from engaging in activities on its behalf that produces a direct or indirect financial
gain to the consultants without its informed consent. Municipal Finance added further that Sierra
Management voluntarily restricts itself to serve Municipal Finance and no other financing authority.

21



22

California State Auditor Report 2013-406
February 2013

Recommendation 1.7—See pages 30 and 31 of the audit report for information on the related finding.

Once the Securities and Exchange Commission (SEC) finalizes its definition of municipal advisor,
California Communities should have its legal counsel review whether HB Capital should register with
the Municipal Securities Rulemaking Board.

California Communities’ Action: Pending.

California Communities noted that the SEC has not finalized the definition of municipal advisors,
and has extended the temporary definition until September 2013. California Communities stated
that its legal counsel will continue to monitor SEC communications for when the definition is
finalized and conduct an independent review.

Recommendation 2.1—See pages 34 and 35 of the audit report for information on the related finding.

To provide more accessible venues for citizens to understand the financing of projects and to voice their
opinions, the Health Financing Authority should either hold local approval hearings in each jurisdiction
in which a project will be built or create a cost-effective technological solution (streaming video,
teleconference, etc.) to provide more public accessibility.

Health Financing Authority’s Action: Fully implemented.

The Health Financing Authority indicated that it will now provide telephone access for all of its local
approval hearings so members of the public may participate via a toll-free phone call. The Health
Financing Authority demonstrated its new process using an October 2012 hearing for the city of
Hope. The Health Financing Authority published notices for this hearing in both The Sacramento
Bee and in the Los Angeles Times. These notices included the date and time of the hearing, an address
for members of the public who wished to attend in person, and a toll-free number and participation
code for members of the public who wished to participate remotely.

Recommendation 2.2—See page 39 of the audit report for information on the related finding.

To ensure that all issuers of conduit revenue bonds make their activities sufficiently transparent to
the public, the Legislature should consider amending state law to provide deadlines for issuers to
post the information SB 99 requires on their Web sites and to specify how long issuers must keep this

information posted.

Legislative Action: Unknown.

The state auditor is not aware of any action taken by the Legislature as of December 18, 2012.
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Children’s Hospital Program

Fund Disbursements Are Appropriate, but Estimates of Cash Needs Have Been
Consistently High

REPORT NUMBER 2012-042, ISSUED JULY 2012

This report concludes that the California Health Facilities Financing Authority (authority), which
administers the program, complied with laws and regulations related to awarding grants for eligible
hospitals to construct or improve children’s facilities. Further, the authority has a process for
monitoring grants and has processed payments to grantees in accordance with the law. However, the
authority’s administration of the program could be more efficient. The authority requested bond sales
that were in excess of its cash needs at a time when California’s credit rating was low and interest-rate
volatility was high. As a result, the State paid as much as $16 million in interest annually on the idle
capital while the State was facing cash shortfalls.

Although the authority could not have foreseen or mitigated all of the circumstances that led to

an excessive fund balance, its estimates of cash needs have consistently been well above actual
disbursements. This pattern, as well as some hospital project delays that it could have anticipated,
indicate that the authority needs to revise the way it makes yearly projections of cash needs. In
particular, the authority currently includes in its estimates the projected cash needs of hospitals that
have not yet submitted a project application for approval.

In the report, the California State Auditor (state auditor) made the following recommendations to the
authority. The state auditor’s determination regarding the current status of recommendations is based
on the authority’s response to the state auditor as of September 2012.

Recommendation 1—See pages 13—15 of the audit report for information on the related finding.

To avoid contributing to the State’s financial strain, the authority should limit future bond sales to the
level of disbursements it reasonably expects to make during the following six-month period.

Authority’s Action: Pending.

The authority indicates it has not requested additional bond funds.

Recommendation 2—See pages 10 and 11 of the audit report for information on the related finding.

The authority should reduce its current cash balance by continuing to make disbursements to hospitals
while refraining from requesting additional bond sales. If the authority believes it needs to retain a
portion of its cash balance as a contingency reserve for unforeseen circumstances, it should perform
and document an analysis demonstrating the appropriateness of the reserve level it adopts.

Authority’s Action: Pending.

As noted above, the authority indicates that it has not requested additional bond funds, and that
it continues to process requests for disbursements of grant funds received from hospitals. The
authority reports it has undertaken an analysis with its financial advisor to identify an appropriate
reserve level, and expects to report on the results of this analysis and the resulting implementation
plans in its six-month response.
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Recommendation 3—See page 16 of the audit report for information on the related finding.

To allow for more accurate planning of upcoming cash needs, the authority should refine its
cash-projection process to more accurately reflect its near-term cash needs. Specifically, the authority
should refrain from requesting additional bond sales for projects that have not yet received project

approval from the authority.

Authority’s Action: Pending.

As part of the analysis described in Recommendation 2, the authority indicates its financial advisor
will provide guidance in forecasting grant disbursement needs. It further indicates it will not request
bond funds for projects that have not yet received project approval from the authority.

Recommendation 4—See pages 16 and 17 of the audit report for information on the related finding.

For hospitals with existing projects, the authority should request written confirmation from hospitals
that detail when the hospitals will submit disbursal requests for approved funds.

Authority’s Action: Pending.

The authority indicates that, upon execution of new grant agreements, it will request that the grantee
provide in writing the projections of timing and the amount of disbursement requests.
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California Housing Finance Agency

Most Indicators Point to Continued Solvency Despite Its Financial Difficulties Created,
in Part, by Its Past Decisions

REPORT NUMBER 2010-123, ISSUED FEBRUARY 2011

This report concludes that, although the California Housing Finance Agency (CalHFA) will continue

to face significant risks, its major housing programs and the fund it uses to pay its operating expenses
should remain solvent under most foreseeable circumstances. The report also concludes that past
decisions by CalHFA, such as its decisions to significantly increase its use of variable-rate bonds and
interest-rate swap agreements, and to launch new mortgage products that were easier for borrowers

to qualify for, but that eventually proved to have high delinquency rates, contributed to its current
difficulties. These decisions revealed the need for changes in how its board of directors (board) governs
the agency. In particular, CalHFA’s board should approve any new debt-issuance strategy or mortgage
product prior to its implementation, which is something it had not always done in the past, and should
include language in its annual resolutions delegating authority to CalHFA staff restricting staft’s actions
to the debt strategies and mortgage products specified in the annual delegations themselves, approved
business plans, or subsequent board resolutions.

In the report, the California State Auditor (state auditor) made the following recommendations to
CalHFA. The state auditor’s determination regarding the current status of recommendations is based
on CalHFA’s response to the state auditor as of August 2011.

Recommendation 2.1—See page 50 of the audit report for information on the related finding.

To ensure that CalHFA’s business plans and strategies are thoroughly vetted by an experienced

and knowledgeable board, the Legislature should consider amending the statute that specifies the
composition of CalHFA’s board to include appointees with specific knowledge of housing finance
agencies, single-family mortgage lending, bonds and related financial instruments, interest-rate swaps,
and risk management.

Legislative Action: Partially implemented.

Chapter 408, Statutes of 2011 (Assembly Bill 1222), allows individuals affiliated with the housing,
banking, insurance, and other specified industries to serve on the CalHFA board, even though they
may have a conflict of interest, provided they publicly disclose the interest and do not attempt to
influence or participate in the decision in which they have an interest.

Recommendation 2.2—See pages 49, 50, 58, and 59 of the audit report for information on the
related finding.

To provide better oversight of CalHFA, its board should issue a policy stating that it must approve

any new debt-issuance strategy or mortgage product prior to its implementation, either directly or by
inclusion in CalHFA’s annual business plan. The board should, where appropriate, prescribe limits on
how much of the debt portfolio can be fixed- or variable-rate bonds, and what proportion of the loans it
purchases can consist of mortgage products it identifies as riskier than other mortgage products.

CalHFA’s Action: Fully implemented.

A board resolution approved May 2011 requires staff to present new financing strategies and

new loan products for full discussion and approval by majority vote of the board prior to
implementation by CalHFA. This resolution also specifies that proposed annual business plans
submitted to the board by CalHFA staff shall address limitations on the use of variable rate debt and
identification of loan products that CalHFA identifies as involving higher levels of risk than traditional
CalHFA loan products.
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Recommendation 2.3—See pages 49, 50, 58, and 59 of the audit report for information on the
related finding.

Within its annual resolutions delegating authority to CalHFA staff, the CalHFA board should include
language restricting staff’s actions regarding debt strategies and mortgage products to those specified in
the annual delegations themselves, the approved business plans, or subsequent board resolutions.

CalHFA’s Action: Fully implemented.

Board resolutions approved in January 2011 and amended in March 2011 include restrictions on
actions CalHFA staff may take regarding debt strategies and mortgage products. When taken together
with the May 2011 board resolution (mentioned above), these actions restrict CalHFA staff to
implementing only financing strategies and loan products approved by the board.



California State Auditor Report 2013-406
February 2013

Employment Development Department

Its Unemployment Program Has Struggled to Effectively Serve California’s
Unemployed in the Face of Significant Workload and Fiscal Challenges

REPORT NUMBER 2010-112, ISSUED MARCH 2011

This report concludes that over the last 10 years the Employment Development Department
(department) has consistently failed to perform at a level the United States Department of Labor
considers acceptable regarding its timely delivery of unemployment benefits. The department’s
attempts to resolve its performance deficiencies have had mixed results. Although increasing its staff
and allowing them to work overtime has enabled the department to process significantly more claims,
mitigate the effects of furloughs, and likely improve its performance, it has not fully implemented
certain key corrective actions and the impact of others has been minimal or remains unclear. In
addition, historical data the department provided us indicated that its previous phone system did not
have the capacity to handle the necessary volume of calls and a high percentage of callers requesting to
speak to an agent were unable to do so. The department activated its new phone system at its six main
call center locations by December 2010. Although it is too early to tell using data from the new system,
our limited capacity analysis suggests that the new system should be able to handle a substantially higher
volume of calls; however, access to agents may continue to be a challenge. Moreover, in order to receive
$839 million in federal stimulus funds, the department must implement an alternate base period no later
than September 2012 that would allow certain unemployed workers (claimants) to qualify for benefits

if their earnings are not sufficient under the standard base period. Although the department stated

that it will implement the alternate base period in April 2012, it is critical that it does so before the
federal deadline. Finally, the department’s process for determining California Training Benefits program
eligibility for claimants has taken an average of four or more weeks, during which time the claimants
did not receive unemployment benefits. Although the department has streamlined this process for
some claimants, it does not appear to have a clear plan to improve its procedures for 80 percent of its
determinations that involve claimants who desire to participate in self-arranged training.

In the report, the California State Auditor (state auditor) made the following recommendations to
the department and the California Technology Agency (Technology Agency).! The state auditor’s
determination regarding the current status of the recommendations is based on the department’s
response to the state auditor as of March 2012, the Technology Agency’s response as of March 2012,
and a letter report dated November 13, 2012, that presents a follow-up review conducted by the state
auditor concerning the department’s progress in implementing the recommendations.

Recommendation 1.1.a—See pages 27—34 of the audit report for information on the related finding.

To further enhance its corrective action planning process as a means of improving the unemployment
program, the department should identify corrective actions that specifically address the timeliness
measures it is trying to meet.

Department’s Action: Fully implemented.

The department’s 2012 State Quality Service Plan (quality plan), which serves as the principal vehicle
for planning, recording, and managing its unemployment program’s efforts to strive for excellence

in service, includes corrective actions to address federal timeliness measures for promptly issuing
initial unemployment payments and making nonmonetary determinations of claimant’s eligibility
for benefits.

T Chapter 404, Statutes of 2010, which became effective January 1, 2011, renames the Office of the State Chief Information Officer as the
California Technology Agency and the position of the State’s chief information officer as the Secretary of California Technology.
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Recommendation 1.1.b—See pages 27—34 of the audit report for information on the related finding.

To further enhance its corrective action planning process as a means of improving the unemployment
program, the department should develop milestones that are specific and are tied to corrective actions
to allow for monitoring the incremental progress of its corrective actions, similar to the milestones it
established for some of the activities in its federal fiscal year 2011 corrective action plans.

Department’s Action: Fully implemented.

The department’s quality plan for 2012 now has corrective actions with related milestones.

Recommendation 1.1.c—See pages 27—34 of the audit report for information on the related finding.

To further enhance its corrective action planning process as a means of improving the unemployment

program, the department should establish several key performance targets or benchmarks that are tied
to each specific corrective action, to effectively gauge the impact of the actions on its goal of achieving

the acceptable levels related to the timeliness measures.

Department’s Action: No action taken.

Although the department has now established corrective action plans with related milestones, it has
not created ways to measure how those actions affect the department’s performance. Specifically,
even though the federal labor department approved the department’s 2012 quality plan, we noted
that the plan still does not include specific performance targets or benchmarks related to its
corrective actions.

Recommendation 1.2.a —See pages 34—40 of the audit report for information on the related finding.

As part of an overall strategy to limit the number of calls it receives while still providing timely and
effective customer service, the department should use existing data and additional data from the
new phone system to gain a better understanding of why people request to speak to an agent. Using
this information, the department should further develop strategies and measurable goals related to
achieving a reduction in call volumes. For example, to ensure that virtually all calls are able to gain
access to the voice response portion of its new phone system, the department should monitor the
volume of blocked call attempts and work with its phone system vendor if necessary to increase the
system’s capacity.

Department’s Action: No action taken.

During our follow-up review the department informed us of four projects it had undertaken related
to this recommendation. However, it did not provide any analyses of data from its new phone system
that led to these efforts, nor did the documents the department provided identify any measurable
goals for reducing call volume. Moreover, even though our follow-up review found that millions of
callers continue to have difficulty accessing the department’s new phone system and its agents and
the number and percentage of blocked calls remain high, the department has not developed any
specific goals related to reducing its blocked call rate.

Recommendation 1.2.b—See pages 34—40 of the audit report for information on the related finding.

As part of an overall strategy to limit the number of calls it receives while still providing timely and
effective customer service, the department should use existing data and additional data from the
new phone system to gain a better understanding of why people request to speak to an agent. Using
this information, the department should further develop strategies and measurable goals related to
achieving a reduction in call volumes. For example, to evaluate the effectiveness of its other efforts to
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provide services to claimants in ways that do not require them to speak to agents, such as Web-Cert

and Tele-Cert, the department should periodically summarize and assess the more robust management

information available under its new phone system.

Department’s Action: No action taken.

The department has not used information from the new phone system to evaluate the effectiveness
of its self-service options or to target its efforts to reduce call volume. Although the phone system
contractor maintains the voice response system data in a database it manages and the department
has access to this information through standard reports, the department did not use this information
to address our recommendation. In addition, the contractor exports this information to an external
unemployment insurance program database from which the department can access the information
through custom reports it can create. However, based on a request for information from the external
database we made during our follow-up review, the department determined a significant amount

of data was missing from the external database; thus, the department could not have accurately
evaluated its self-service options using this database.

Recommendation 2.1—See pages 44—47 of the audit report for information on the related finding.

To maximize federal funding and provide unemployment benefits to those eligible under the alternate
base period, the department should closely monitor its resources and project schedule to avoid any
further delays in implementing the client database and ensure that it completes the alternate base
period project by the federal deadline.

Department’s Action: Fully implemented.

The federal labor department certified the department’s application for incentive funds in June 2011
and the department received a maximum transfer of $839 million in July 2011. In July 2012 the
department reported to the Legislature that it had successfully implemented the alternate base
period and that it had processed 1,767 valid claims for the alternate base period as of May 12, 2012,
which we verified.

Recommendation 2.2—See pages 44—47 of the audit report for information on the related finding.

To help ensure that the department completes the alternate base period project by the federal deadline
so that the State preserves its eligibility to receive $839 million in incentive funds, the Technology

Agency should closely monitor the department’s progress toward implementing the client database and

alternate base period projects and provide assistance to the department, as necessary.

Technology Agency’s Action: Fully implemented.

According to its one-year response, the Technology Agency monitored monthly project status
reports and project schedules and met with the department bi-weekly to review progress, issues, and
risks specific to the Alternate Base Period project.

Recommendation 2.3.a—See pages 48—57 of the audit report for information on the related finding.

To better track and improve the timeliness of determinations for the training benefits program and to assist
claimants in understanding self-arranged training requirements, the department should take measures to
ensure that its staff correctly enter all data into the training benefits program’s streamline database.

Department’s Action: Fully implemented.

The department reported that it had made corrections to the database to ensure that data fields
are validated and to prevent blank or empty fields. Our follow-up review assessed the data in the
streamline database, and the department appears to have corrected the issues we initially identified.

-
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Recommendation 2.3.b—See pages 48—57 of the audit report for information on the related finding.

To better track and improve the timeliness of determinations for the training benefits program and to
assist claimants in understanding self-arranged training requirements, the department should track
and report the number of claimants it determines are both eligible and ineligible for the self-arranged
training and the reasons for these determinations, to better focus some of its recommendations toward
how it can assist claimants in understanding the program’s criteria.

Department’s Action: Partially implemented.

According to its one-year response, the department is using a weekly report to track the number of
and reasons for its self-arranged training determinations, and it started doing so with data from the
week ending July 9, 2011. During our current review, we found that although the department reports
that it now tracks the information, it has not yet used it to develop recommendations for the report
it must submit in 2016.

Recommendation 2.3.c—See pages 48—57 of the audit report for information on the related finding.

To better track and improve the timeliness of determinations for the training benefits program and to
assist claimants in understanding self-arranged training requirements, the department should track
the number of claimants that it finds to be both ineligible for self-arranged training and ultimately
ineligible for unemployment benefits and develop strategies to expedite the determination process for
these claimants.

Department’s Action: No action taken.

The department did not specifically address this recommendation in its 60-day, six-month, or
one-year response. In our follow-up review the program analysis and evaluation section chief
stated the department has not tracked the number of these claimants because doing so would
be labor-intensive and time-consuming and the reporting unit that would be responsible for the
tracking is short-staffed.
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City of San José

Some Retirement Cost Projections Were Unsupported Although Rising Retirement
Costs Have Led to Reduced City Services

REPORT NUMBER 2012-106, ISSUED AUGUST 2012

This report concludes that during fiscal years 2009—10 through 2011-12, the City of San José (San José)
experienced financial challenges as its budgeted revenues declined and retirement costs—consisting of
pension and postemployment health benefits—increased. Although we believe that San José’s financial
challenges are real, we found that some of the retirement cost projections reported in San José’s

official documents in 2011 were not supported by accepted actuarial methodologies, nor were the
underlying assumptions vetted and approved by the boards of San José’s two retirement plans. For
example, in supporting the need to reduce retirement benefits, the mayor and certain city council
members referred to a projection that the city’s annual retirement costs could increase to $650 million
by fiscal year 2015-16, a projection that our actuarial consultant determined was unsupported and
likely overstated when assumptions approved by the boards of the two retirement plans are considered.
Although we have concerns with some of San José’s projected retirement costs for future years, its
actual retirement costs increased significantly from fiscal years 2009—10 through 2011-12. These
increased costs appear to have crowded out some of the funding previously available for nonpublic
safety services, such as parks and libraries.

In the report, the California State Auditor (state auditor) made the following recommendation to
San José. The state auditor’s determination regarding the current status of the recommendation is based
on San José’s response to the state auditor as of October 2012.

Recommendation—See pages 15—20 of the audit report for information on the related finding.

To ensure that stakeholders receive consistent and reliable information, San José should report the
official retirement cost projections that were developed using the assumptions approved by the boards
of the two retirement plans. If San José does not use the official retirement cost projections, it should
develop projections that are supported by accepted actuarial methodologies, report this information in
the correct context, and disclose significant assumptions that differ from those in the boards’ retirement
cost projections.

San José’s Action: Pending.

San José reported that it continues to implement our recommendation. Similar to its initial response
to our report, San José reiterated that the retirement cost projections used in its most recent
five-year budget forecast, released in February 2012, were developed by the actuary used by the
boards of the two retirement plans, using assumptions that were also approved by both boards.
However, as we discussed in our report, San José has not always done this. Therefore, we look
forward to seeing that San José uses retirement cost projections developed by the actuary used by the
boards of its two retirement plans based on board-approved assumptions in its next five-year budget
forecast. San José expects to release its next forecast in early 2013.
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City of Vernon

Although Reform Is Ongoing, Past Poor Decision Making Threatens Its
Financial Stability

REPORT NUMBER 2011-131, ISSUED JUNE 2012

This report concludes that although the City of Vernon (city) is enacting reforms, it has not yet
developed policies necessary to implement some reforms and for others it will take years to achieve
the full benefits. The city also has not properly managed its executive positions by failing to establish
minimum qualifications for several key leaders, including the city administrator. Further, the city may
not have chosen positions in the most comparable cities for its May 2011 survey of executive salaries,
potentially skewing salaries upward. The city may have also provided legally questionable retirement
benefits to certain past and current executives.

The city has weak internal controls over contracting and our analysis revealed problems in 21 of the
25 service and consultant contracts we reviewed. Further, the city did not always ensure compliance
with its conflict-of-interest code, which requires it to determine whether consultants it hires perform
duties that require disclosure of economic interests.

For more than 20 years the city’s general fund has operated at a structural deficit because the
current revenue structure does not fully pay for the general fund’s services. The city has funded past
general fund deficits through reserves, transfers and loans from other funds, and one-time revenues.
Although such practices may be common among cities, the city’s continued reliance on other funds
to cover its general fund deficit is now problematic because the funds available from these sources
have decreased. As of March 2012 the city had $571 million in outstanding bonds, mostly for its
power department. However, the power department has struggled to manage its debt burden while
maintaining competitive electric rates. The power department is forecasting a $24 million deficit in
fiscal year 2013-14, creating a need for electric rate increases.

Our finance and energy expert found that the city could not demonstrate that it performed the
expected analyses for past energy decisions, such as purchasing a 15-year supply of natural gas for the
city’s power plant, which it then sold nearly two years later. Because the city used tax-exempt bonds to
purchase the gas, selling the power plant created the need for the city to also sell this prepaid natural
gas supply to an eligible buyer or risk losing the bond’s tax-exempt status; as a result, it sold the gas

at a significant discount. Finally, the city has used interest rate swaps to hedge risks associated with
issuing bonds, which is a practice consistent with other cities. However, our finance and energy expert
found that the city’s use of swaps has proved costly—it terminated all but two of its swaps at a cost

of $33.4 million, and as of February 2012, it would have needed to pay $47 million to terminate the
remaining two swaps.

In the report, the California State Auditor (state auditor) made the following recommendations

to the city. The city did not submit a six-month response to the audit when it was due to the state
auditor in December 2012. Therefore, the state auditor’s determination regarding the current status of
recommendations is based on the city’s August 27, 2012, 60-day response to the state auditor.

Recommendation 1.1.a—See pages 22—24 of the audit report for information on the related finding.

To increase accountability and transparency in its governance, the city should ensure that specific
reforms are appropriately implemented. Specifically, it should develop an implementation plan
containing sufficient detail to establish the activities and coordination required to successfully
implement an alternative new employment system so that its nonunion employees are no longer at-will
employees of the city council.
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City’s Action: Pending.

The city indicated that its human resources director and city attorney, who were both recently
appointed, will review and recommend civil service procedures, but it has not provided detail on the
steps it intends to take to develop these procedures.

Recommendation 1.1.b—See pages 25 and 26 of the audit report for information on the related finding.

To increase accountability and transparency in its governance, the city should determine whether
it will continue to own housing and communicate its decision to the public as soon as appropriate.
Should the city decide to retain ownership of the housing, it should continue the effort to develop
policies and procedures that are necessary to ensure fairness and impartiality in its management of
city-owned housing.

City’s Action: No action taken.

< The city did not address this recommendation in its August 2012 response.

Recommendation 1.1.c—See pages 25 and 26 of the audit report for information on the related finding.

To increase accountability and transparency in its governance, the city should continue the effort to
develop a comprehensive plan to construct additional housing in the city.

City’s Action: Partially implemented.

The city, with input from the Housing Commission counsel and a legislative member’s office, has
selected a housing developer and is in the process of developing the necessary agreements for city
council approval that will result in a comprehensive housing plan for the construction of additional
city housing.

Recommendation 1.1.d—See page 24 of the audit report for information on the related finding.

To increase accountability and transparency in its governance, the city should develop a formal policy
that describes the circumstances under which revenues can be transferred from its power department,
and the limits and permissible uses of transferred revenue.

City’s Action: No action taken.

< The city did not address this recommendation in its August 2012 response.

Recommendation 1.2.a—See pages 27 and 28 of the audit report for information on the related finding.

To ensure that it develops complete and appropriate personnel policies and procedures, the city should
continue its efforts to hire an experienced human resources director.

City’s Action: Fully implemented.

The city appointed a human resources director to start in September 2012.
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Recommendation 1.2.b—See pages 27 and 28 of the audit report for information on the related finding.

To ensure that it develops complete and appropriate personnel policies and procedures, the new
human resources director should ensure that the city’s policies and procedures include, at a minimum,
requirements for performing and documenting the analyses and justifications for appointments,
including promotions, to management positions.

City’s Action: Pending.

Although the city indicated that its recently appointed human resources director will review and
recommend improvements to personnel policies and procedures, the city did not specifically
respond to our recommendations, elaborate on any plans to improve its policies and procedures, or
give a time frame for completion.

Recommendation 1.2.c—See pages 27 and 28 of the audit report for information on the related finding.

To ensure that it develops complete and appropriate personnel policies and procedures, the

new human resources director should ensure that the city’s policies and procedures include, at a
minimum, requirements for minimum qualifications, desirable qualifications, and job duties for all city
executive positions.

City’s Action: Pending.

Although the city indicated that its recently appointed human resources director will review and
recommend improvements to personnel policies and procedures, the city did not specifically
respond to our recommendations, elaborate on any plans to improve its policies and procedures, or
give a time frame for completion.

Recommendation 1.2.d—See pages 27 and 28 of the audit report for information on the related finding.

To ensure that it develops complete and appropriate personnel policies and procedures, the new human
resources director should ensure that the city’s policies and procedures include, at a minimum, a
periodic appraisal process for executives.

City’s Action: Pending.

Although the city indicated that its recently appointed human resources director will review and
recommend improvements to personnel policies and procedures, the city did not specifically
respond to our recommendations, elaborate on any plans to improve its policies and procedures, or
give a time frame for completion.

Recommendation 1.2.e—See pages 28—34 of the audit report for information on the related finding.

To ensure that it develops complete and appropriate personnel policies and procedures, the new human
resources director should ensure that the city’s policies and procedures include, at a minimum, an
improved methodology for and analysis of future salary surveys, ensuring that they are performed by
staff or a consultant with experience and expertise in the area of salary surveys.

City’s Action: Pending.

Although the city indicated that its recently appointed human resources director will review and
recommend improvements to personnel policies and procedures, the city did not specifically
respond to our recommendations, elaborate on any plans to improve its policies and procedures, or
give a time frame for completion.
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Recommendation 1.3—See pages 34 and 35 of the audit report for information on the related finding.

The city should determine whether employees have a vested right to longevity payments and whether it
can legally reduce or discontinue the original longevity program as a means to reduce its costs.

City’s Action: No action taken.

The city did not address this recommendation in its August 2012 response.

Recommendation 1.4—See pages 36—38 of the audit report for information on the related finding.

To ensure accurate reporting and payment of retirement benefits, the city should work with California
Public Employees’ Retirement System (CalPERS) to resolve the reported findings and observation noted
in CalPERS April 2012 audit report within a reasonable period of time.

City’s Action: Partially implemented.

The city has begun reporting its attorney contributions under the miscellaneous classification and is
working with CalPERS to remove the safety classification for attorneys from its contract.

Recommendation 2.1.a—See pages 42 and 43 of the audit report for information on the related finding.

To better control contract expenditures and ensure that it receives the best value for the services

it purchases, the city should require that all city contracts be entered into its enterprise resource
planning (ERP) system so that the contract managers and the city can more efficiently and effectively
track the city’s contract expenditures.

City’s Action: Pending.

The city states that a top priority for its recently appointed city attorney will be to develop a
comprehensive contracting policy resolution for city council approval, but it did not give a time
frame for completion.

Recommendation 2.1.b—See pages 42 and 43 of the audit report for information on the related finding.

To better control contract expenditures and ensure that it receives the best value for the services it
purchases, the city should also begin using the ERP system’s uniquely assigned contract numbers for
tracking and generating a list of contracts.

City’s Action: No action taken.

2 The city did not address this recommendation in its August 2012 response.

Recommendation 2.1.c—See pages 43—47 of the audit report for information on the related finding.

To better control contract expenditures and ensure that it receives the best value for the services it
purchases, the city should require all contracts to have expenditure limits and starting and ending dates
for services performed.

City’s Action: Pending.

The city states that a top priority for its recently appointed city attorney will be to develop a
comprehensive contracting policy resolution for city council approval, but it did not give a time
frame for completion.
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Recommendation 2.1.d—See pages 47—51 of the audit report for information on the related finding.

To better control contract expenditures and ensure that it receives the best value for the services
it purchases, the city should require contract managers to use logs to monitor payments and the
contractor’s progress toward completion of required deliverables.

City’s Action: Pending.

The city states that a top priority for its recently appointed city attorney will be to develop a
comprehensive contracting policy resolution for city council approval, but it did not give a time
frame for completion.

Recommendation 2.1.e—See pages 47—51 of the audit report for information on the related finding.

To better control contract expenditures and ensure that it receives the best value for the services
it purchases, the city should require that all contracts contain a well-defined scope of work and
deliverables that a sufficiently detailed invoice can be measured against.

City’s Action: Pending.

The city states that a top priority for its recently appointed city attorney will be to develop a
comprehensive contracting policy resolution for city council approval, but it did not give a time
frame for completion.

Recommendation 2.1.f—See pages 47—51 of the audit report for information on the related finding.

To better control contract expenditures and ensure that it receives the best value for the services it
purchases, the city should ensure that contracts include language requiring cont