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June 28, 2002

The Honorable J. Michael Welch
Presiding Judge

Superior Court of California

County of San Bernardino

172 West Third Street

San Bernardino, California 92415-0302

Dear Judge Welch:

In compliance with State-mandated law, the 2001-2002 San Bernardino County
Grand Jury respectfully submits this final report, the fruits of our twelve months Grand
Jury service.

I feel very fortunate and honored to have been selected Foreman of this diverse
panel of San Bernardino County residents. We all worked well together and gained
mutual respect for each other. They did a true “yeoman’s” job putting this report
together.

We spent many laborious and exhaustive hours in investigating all aspects of
County government.

I wish to thank the Board of Supervisors, the County Administrative Officer and
the department heads that we interviewed for their cooperation and openness in
answering our questions and providing us with information we requested.

In a County that has been plagued by accusations of wrongdoing and corruption
by both elected and appointed officials in the past four or five years, we are finally
starting to put this behind us and get on with business.

We have approximately 18,000 hard working and dedicated employees, and I
wish to thank them. It must to be a very trying experience for all concerned, as July 1
of every year a new Grand Jury is impaneled and the process starts again with 19 fresh
and inquisitive minds.



This Grand Jury noticed in several instances that our interest in an area of
investigation caused immediate action to be taken.

In a system dating back to 1066, during the time of Norman King, William, to
protect the citizenry and his assets, he created a system called “Jure Gran”. The
gathered information was classified and recorded in what was referred to as the
“Doomsday Books”.

I would like to take this opportunity to thank a few people. First, I would like to
thank Judge Roberta McPeters for naming me Foreman. A special thank you to our two
“adjunct” members, Sue Shuey our Grand Jury Assistant, who kept us on schedule and
handled a mountain of paperwork; and to Clark Hansen, Deputy District Attorney and
our Legal Advisor, who gave us advice when we asked for it, kept us out of trouble, and
kept us focused.

A thank you to my fellow hard working, dedicated Jury members for their
support and dedication and letting me think I was “"Boss”. A thank you to our chair
people who kept their committees working and focused.

Another big thank you to our panel secretary, Ron Fletcher, upon whom I kept
dumping more work. He served as chairman of two committees, plus serving as
chairman of the Editorial Committee.

I am deeply grateful to Dr. Vic Edinburgh, Foreman Pro Tem, for acting as a
sounding board, for his advice, quiet leadership and assistance in guiding the Grand
Jury this year.

Does the Grand Jury system still work? I would give a resounding yes. The
answer from the County is by adoption of our recommendations in this report. Only
time will tell.

Respectfully submitted,

I

HERBERT M. POLLOCK
Foreman
2001-2002 Grand Jury

HMP:ss
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ADMINISTRATIVE COMMITTEE

It was the responsibility of the Administrative Committee to review the following
boards, departments and agencies:

Board of Supervisors

Clerk of the Board of Supervisors
County Administrative Office

County Counsel

Human Resources Department
Information Services Department
Local Agency Formation Commission
Public Information Officer
Superintendent of Schools

Two representatives of this committee attended the weekly meetings of the Board
of Supervisors and reported on agenda topics and actions to the full Grand Jury. These
reports and the monthly Project Status Reports from the County Administrative Officer
were regular sources of additional information for the Grand Jury.

This committee received and reviewed three complaints. One complaint was acted
upon.

The Administrative Committee established subcommittees to review the functions
and operations of selected departments. Key staff members were interviewed and
investigations were completed. Not all investigations resulted in recommendations.

The investigations completed by the Administrative Committee resulted in the
following findings and recommendations.
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COUNTY BOARDS, COMMISSIONS AND
COMMITTEES

BACKGROUND

County Policy 01-12 states, “"The Board of Supervisors establishes local advisory
and regulatory boards, commissions and committees for the purpose of assisting in the
effectiveness of County government and services. The Board of Supervisors will consider
for appointment all persons willing to serve and whose interests, background, experience,
perspective and talents may significantly contribute to the purpose of these various
commissions.” Only the Board of Supervisors can create, govern and disband boards,
commissions or committees (sometimes referred to as BCC).

The Sunset Review is a process that means a board, commission or committee
(BCC) is nearing the end of its legally established purpose. At the end of each term, the
Board of Supervisors reviews the committee to either sunset (disband) or to continue the
committee.

FINDINGS

Boards, commissions and committees (BCC) are not authorized to sign contracts,
disburse funds, implement programs, employ or consider any personnel matter, or act in
any other capacity that involves the direct management or operation of a program. Each
commission is assigned a County organization/department to act as “Liaison Agency” for
that commission. In following the Maddy Act requirements, where practical, the Liaison
Agency assigns a specific County employee to act as liaison officer for the commission.
The officer is considered a support person. The Liaison Agency informs the BCC members
of all applicable conflict of interest statutes, ordinances, and policies.

Each BCC is reviewed annually by the Clerk of the Board of Supervisors and a letter
of notification to either sunset or continue is mailed to each County department that has
oversight of a particular commission. After a reply from the County department is
received, a Board agenda item is prepared by the Clerk of the Board of Supervisors
recommending which boards, commissions and committees should be continued or
sunset. The Board of Supervisors takes action on this agenda item at a regularly
scheduled Board meeting.

County Policy 01-12 and Standard Practice 01-12SP are available for reference and
information on notification of commission vacancies.
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At the time of our interview, the perennial roster supplying information to the

public regarding boards, commissions and committees was not consistent or complete.

RECOMMENDATIONS

02-01

02-02

02-03

THE ROSTER OF BOARDS, COMMISSIONS AND COMMITTEES BE
CONSISTENT. INFORMATION ABOUT MEMBERSHIP, PURPOSE, MEETING
DATES, AND PLACES AND TIMES, COMPENSATION, AND POINT OF
CONTACT SHOULD BE COMPLETED. WHEN AN ITEM DOES NOT APPLY OR
IS NOT AVAILABLE FOR A PARTICULAR BOARD, COMMISSION OR
COMMITTEE, IT SHOULD BE RECOGNIZED IN A LINE NOTE, E.G.,
COMPENSATION: NONE OR, COMPENSATION: $25.00 PER MEETING.

ALL INFORMATION ON BOARDS, COMMISSIONS AND COMMITTEES BE
CONSISTENTLY AVAILABLE ON THE COUNTY WEBSITE, INCLUDING
VACANCIES.

APPROPRIATE  SOLICITATION FOR CANDIDATES FOR BOARDS,
COMMISSIONS AND COMMITTEES BE POSTED ON THE WEBSITE LISTING
OF THAT BODY.
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COUNTY CONTRACTING

BACKGROUND

Two items triggered the investigation of County contracting. First, the suggestion
that the County Purchasing Department could operate more effectively if restrictions on
the dollar amount it could independently approve for procurement of goods and services is
raised from the current $25,000 (Board of Supervisors approval required above $25,000).
Much of this procurement is through term purchase order, e.g., one year. Second, that
the Design-Bid-Build process by the County Architecture and Engineering Department
should be changed to allow Design-Build on certain projects to improve efficiency and
reduce costs.

In the Design-Bid-Build method of construction, a design firm is chosen through
competitive process; negotiated contract is awarded to the successful design consultant.
Construction bids are solicited and a construction contract is awarded to the lowest bidder.
Each of these two contract cycles is reviewed and approved by the Architecture and
Engineering Department and the Board of Supervisors.

In Design-Build, the winning design consultant is also responsible for securing
construction bids, thus eliminating one contracting cycle. The activities of these
departments involve much contracting with outside agencies for goods and services.

The investigation into County contracting took place over several months and four
interviews (County Counsel, Architecture & Engineering Department, Purchasing
Department and Real Estate Services Department). Details of contracts-related interviews
reveal that the A&E Department follows contracting procedures as outlined in the County’s
Policy and Procedures Manual and the California Public Contract Code as it pertains to
counties, and, additionally, has its own internal review process involving the client on a
major construction program.

FINDINGS

There is no central controlling office for contracting within County government.
There are, however, published procedures and guidelines in the County’s Policy and
Procedures Manual that an agency engaged in contracting must follow.

The County Administrative Officer (CAO) established a procurement and
contracting working group in June 1999. Representatives from the following County
government offices formed the group: County Administrative Office, Auditor/Controller-
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Recorder, Purchasing, County Counsel, Health and Human Services System, Human
Resources Department, and the Sheriff's Department.

The working group was charged with presenting recommendations to the Board of
Supervisors to “ensure adequate and appropriate controls and efficient and effective
practices” in procurement, purchasing and contracting. = Recommendations were
presented to the Board in March 2000, discussed and amended. On April 18, 2000 the
Board adopted a significant number of revisions and additions to the County Code and
County policies relating to procurement (Section 11, Standard Practice Manual). These
updates were immediately distributed to holders of the County Policy and Procedures
Manual throughout the County.

Some large County departments (e.g., Human Services System, Sheriff’s
Department) have contract professionals and/or staffing to administer their contracting
activity. However, most departments use the services of four major departments: County
Counsel, Architecture & Engineering, Real Estate Services and Purchasing.

County Counsel reviews all County contracts for “legal sufficiency” and refers to the
Risk Manager in the Human Resources Department on contracts with major risks and
certain insurance clauses, two major components of many government contracts.

The Architecture and Engineering Department, as an agent for other County
departments in contracting for large construction or remodeling projects, has an internal
review and decision system. This system involves all appropriate County departments
relating to the project prior to presentation of contract approval request to the Board of
Supervisors through the County Administrative Office (CAO).

The Real Estate Services Department handles its own contracting activity regarding
purchase or lease of County facilities. It is staffed with real estate specialists, most with
appropriate licenses and experience in real estate contracting.

The Purchasing Department handles the highest volume of procurement within
County government, while the Department of Health and Human Services has the largest
staff engaged in contracting and/or contract administration.

The Purchasing Department has been authorized (September 2001) to create a
Contracts Unit. In addition to its departmental duties, it will serve as a core unit for
contracting information and services for County departments that do not have the
knowledge or staffing to do their own. Use of this unit by other County departments is
not mandated through policy or code.

Currently, a Computer Aided Facilities Management (CAFM) software system is
being developed in a few County departments. This CAFM system can accommodate a
contract data collection function activity for the Purchasing Department.  Details of
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individual contracts can be retained and made available to originating departments. A tag
line on each basic contract listing in the procurement department database could be a
reference contact point (phone, e-mail, department and/or person, etc.) to the originating
agency for further detail.

RECOMMENDATIONS

02-04 REVISE COUNTY CODE OF PROCUREMENT POLICIES AND PRACTICES TO
FUNCTION FOR A PERIOD OF TIME FOR EFFECTIVENESS, BASED ON
THOROUGH AUDIT OF PROCUREMENT LEDGERS DURING NORMAL
DEPARTMENT AUDITS.

02-05 THE COUNTY PURCHASING DEPARTMENT BE DESIGNATED AS THE
COUNTY GOVERNMENT CONTRACTING DATA CENTER FOR GATHERING,
MAINTAINING, UPDATING AND PROVIDING BASIC INFORMATION ON ALL
COUNTY CONTRACTS.
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RISK MANAGEMENT DIVISION OF THE
HUMAN RESOURCES DEPARTMENT
FORT IRWIN ROAD

BACKGROUND

The Grand Jury was told by the County Risk Manager that “there had been seven
or eight deaths on Fort Irwin Road” in the last ten years. Concerned about the number of
deaths, a Grand Jury subcommittee toured Fort Irwin Road with knowledgeable
representatives from the County’s Public Works Department. The tour took approximately
40 minutes.

FINDINGS

Fort Irwin Road is maintained by San Bernardino County and patrolled by the
California Highway Patrol. A recent study by the Department of Public Works shows
speeds along this road to be 65 to 70 MPH, in a 55 mile per hour zone.

There will be three phases of road repairs by Year 2004. Paving of the first five (5)
miles of the road, beginning at the Fort Irwin exit off the I-15 freeway, (noted as Phase I)
began around October 2001, and has been completed. During this portion of the tour,
known as Project Location #1, the Jurors noted “Do Not Pass” signs as well as “No
Passing” signs posted at regular intervals on both sides of the road. At one point along
the side of the road there was a low fence to contain the endangered Desert Tortoise.
There were no call boxes installed along Phase I, Location #1. This fact was called to the
attention of the Public Works personnel. Also, there was no evidence of streetlights. We
were advised that in the first week after the new paving of the road was completed, there
were five vehicle rollovers, but no fatalities.

The tour continued along a rough-surfaced road with three curves without warning
signs posted. This section of the road had marked emergency call boxes installed at
intervals. We were told that the call boxes were outdated, but serviceable.

After ten (10) miles began another five-mile section of newly paved road with the
appropriate road signs and emergency call boxes. This section was known as Phase I,
Location #2.
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During the tour of Fort Irwin Road, 23 marked crosses were counted on both sides
of the road. These indicate that deaths occurred at that particular spot. The dates on the
crosses were from 1983 through 1998.

The tour group traveled the old Irwin Road for the return trip. In earlier years this
road was the only road used to reach the Fort Irwin Training Camp. The road was very
rough. During the trip, a car passed our vehicle at a very high speed. The tour vehicle
was traveling the posted 55 miles per hour speed limit.

Along old Irwin Road, on both sides of the road, were ten (10) more marked
crosses designating accident sites that resulted in deaths, with dates from 1983 through
1994. We were advised the commander of Fort Irwin was quite concerned with the
accidents and deaths occurring on Fort Irwin Road and is issuing restrictions to Army
personnel.

A detailed map and a copy of the “Proposed Department of Public Works Fort Irwin
Road Project” information sheet were provided to the Grand Jury. This improvement
project is in cooperation with the U.S. Army.

RECOMMENDATIONS

02-06 INSTALL PROPER STREET LIGHTING ON FORT IRWIN ROAD.

02-07 INSTALL EMERGENCY TELEPHONE CALL BOXES ON FORT IRWIN ROAD
AND OLD IRWIN ROAD.

02-08 Il\é)CREéASE LAW ENFORCEMENT PATROL OF FORT IRWIN AND OLD IRWIN
ROADS.
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AUDIT/FISCAL COMMITTEE

The Audit/Fiscal Committee reviewed the following County departments and
procedures:

Auditor/Controller-Recorder

Budget Process

Comprehensive Annual Financial Report

SB 90 Claims submitted by San Bernardino County

County Budget - a study that produced no recommendations

The Audit/Fiscal Committee established no subcommittees to review and report on
the functions and operations of the above. The Audit/Fiscal Committee was made up of
five of the six committee chairpersons and two general members who had accounting
experience. Their findings and recommendations appear in this report.

The committee was responsible for interviewing and selecting a firm to conduct
audits approved by the full Grand Jury. Two firms were interviewed and the Harvey M.
Rose Accountancy Corporation was selected.

The audit approval was delayed by three factors this year: the first factor involved
the amount of time the committee studied the SB 90 claims, legality, and interviews with
County employees involved in the process. SB 90 claims are for monies spent by the
County on programs that are mandated by the State and reimbursable to the County.
The second factor was the cost of the audit being greater than what was budgeted for the
Grand Jury, and the steps needed to be taken to overcome this. The third factor involved
the desire of some in the County to perform their own audit of SB 90 claims, which caused
delays in getting the necessary approvals to do the audit.

The Grand Jury approved the audit request of SB 90 Claims by San Bernardino
County, recommended by the Audit/Fiscal Committee to be done by the Harvey M. Rose
Accountancy Corporation.
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QUALITY CONTROL REVIEW
OF THE FY 2000-2001

SB 90 CLAIMS

Prepared by the
Harvey M. Rose Accountancy Corporation

The Audit/Fiscal Committee, with input from other Grand Jury committees, spent
the first five months researching ideas and departments to consider for the 2001-2002
Grand Jury Audit. Several audit firms were interviewed and the Harvey M. Rose
Accountancy Corporation was chosen to perform the audit. From the requests submitted
to the committee for audits, the request by the Audit/Fiscal Committee on SB 90 Claims
was selected.

The audit approval was delayed by three factors this year. The first factor involved
the amount of time the committee studied the SB 90 claims, the legality of and interviews
with County employees involved in the process. The second factor was the cost of the
audit being greater than what was budgeted for the Grand Jury to spend, and the steps
needed to be taken to overcome this. The third factor involved the desire of some in the
County to perform their own audit of SB 90 claims, which caused delays in getting the
necessary approvals to do the audit.

The same department that was fundamental in the delay was the very department
that not only cooperated fully, but also assisted in the gathering of data and scheduling of
interviews. A letter from the Harvey Rose Corporation clarified several important points
included in the findings and conclusions of the report. The report identified approximately
$621,000 of additional costs to be included in the FY 2000-2001 claim related to eleven
claims that were previously submitted and seven claimable areas for which no claims had
been submitted. Of this amount, the Sheriff has prepared, or is in the process of
preparing, new claims amounting to more than $382,000, or approximately six times the
cost of the study.

The results of this study include both specific findings that would increase the
amount of reimbursement on individual FY 2000-2001 claims, as well as procedural
findings that would ensure ongoing levels of increased reimbursement in future fiscal
years.

10
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During FY 2001-2002 the Auditor/Controller-Recorder’s office has undergone
significant management turnover in the positions responsible for countywide coordination
of SB 90 claims. The addition of written policy and guidelines will ensure that future
requests are handled in the appropriate fashion, even if the people overseeing the SB 90
claims are new.

The one area that the Grand Jury would like the Auditor/Controller’s department to
re-evaluate is the calculation of the base rate used. The department has stated that they
feel it would not be cost effective to figure break time into the base rate. This calculation
has been shown to be easily obtained from the Memorandums of Understanding (MOU’s)
the County has with the various groups of employees. San Bernardino is ignoring
approximately $100,000 in additional claims money. For example, Santa Clara County has
been using this method for two years and the state has not denied their claims with this
calculation.

The full audit report, with the Auditor/Controller-Recorder’s responses, follows this page.
A summary of recommendations precedes the full audit report.

SUMMARY OF RECOMMENDATIONS

It is recommended that the Auditor/Controller:

02-09 Enhance and disseminate written procedures regarding the SB 90 claiming
process for the Auditor/Controller's Office including claims tracking,
completion of forms, and documentation requirements. This is particularly
important because there has been a significant amount of turnover in the
positions that handle SB 90 claiming. Comprehensive procedures would
assist new staff without prior SB 90 claiming experience and would provide
a more consistent approach to the claiming process.

02-10 Develop written SB 90 guidelines for County departments describing the SB
90 claiming process, specific departmental responsibilities, data collection
and reporting requirements and procedures, documentation standards, and
other pertinent requirements of the County’s SB 90 claiming process.

02-11 Provide annual training for County departmental staff involved in SB 90
services, including data collection, reporting and reimbursement claiming
and conduct field visits to departments to review departmental data
collection systems and procedures and provide assistance as appropriate.

Assist departments in the design, development and implementation of data
collection systems to support the SB 90 claiming process.

11
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02-12

02-13

02-14

02-15

Distribute State instructions and program descriptions to appropriate
departmental personnel to obtain departmental input. This process would
improve the identification of all applicable County departments and related
costs consistent with the claim instructions.

Require all departments choosing not to submit a claim for reimbursement
of program costs to provide a written explanation of why such costs were
not incurred or should not be claimed.

Revise the existing countywide productive hours analysis by utilizing hours
recorded by the County’s time capture segment of the payroll system.
Pursuant to page 6 of the State Controller's September 2001 SB 90 claiming
instructions, the only exception is for vacation hours that should be on
“earned” rather than “used” time. In addition, rest periods or break-time
provided by union contract should be included in the analysis as illustrated
on page 6 of the State SB 90 instructions. Administrative time included as
non-productive hours is allowable to the extent that such time is
documented and can be verified by independent audit of payroll or other
records.

Develop Indirect Cost Rate Proposals (ICRPs) for all departments for which
SB 90 claims are submitted and which currently do not have ICRPs if the
cost of preparing the ICRP does not exceed the benefit.

Revise and update the existing departmental indirect cost rate proposals to
ensure that staffing and services and supplies costs that are direct charged
in claims and grants are not also included as indirect costs in departmental
ICRP’s. Annually or biannually, require County departments to analyze and
submit schedules distributing all departmental staff and services and
supplies costs by program or function in accordance with Federal Office of
Management and Budget (OMB) Circular A-87 guidelines.

Limit hours claimed per individual to the total annual number of productive
hours calculated for each fiscal year except for employees who receive cash
overtime compensation. Limit the number of daily chargeable hours to 7.5
hours to account for the one-half hour of break-time included in the analysis
of productive hours.

Review and assess specific claims identified in this report and submit
amended claims to obtain full reimbursement of previously unclaimed costs
or to correct amounts over claimed in error. Amended claims for additional
reimbursement should only be claimed when the revised claim would result
in a net reimbursement to the County sufficiently in excess of the original
claim and the applicable late claim penalty.

12
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02-16

02-17

Develop an SB 90 processing calendar to ensure adequate time for the
collecting and reporting of program data to the Auditor/Controller, the
preparation of a draft claim, departmental review of draft claims, and the
final submission of claims by the annual January 15 due date. Copies of all
final claims should also be provided to the departments claiming
reimbursement.

Use a uniform timesheet for recording Auditor/Controller SB 90 time that
includes all program codes. This will improve the recording and tracking of
time spent on all SB 90 related activities.

It is recommended that the Auditor/Controller's Office and the office of the County

Counsel:

02-18

Review the current procedures under which County Counsel provides
support of SB 90 claims and bills for such support in order to determine the
most effective strategy to maximize the County’s SB 90 revenues. Include
County Counsel-related costs in the SB 90 claim each year.

It is recommended that all County departments that provide SB 90 reimbursable services:

02-19

Develop written procedures related to SB 90 data collection, reporting and
documentation requirements to ensure that all reimbursable costs are fully
and accurately identified, reported and claimed. Departments should also
retain complete work papers and supporting time records and other
documentation for each claim submitted in the event of an audit or future
reference needs.

13



June 14, 2002

Mr. Herbert M. Pollock, Foreman
and Members of the FY 2001-02 Grand Jury
351 North Arrowhead Avenue, Courthouse, Room 200

San Bernardino, CA 92415-0243

Dear Foreman Pollock and Members of the Grand Jury:

The Harvey M. Rose Accountancy Corporation is pleased to present this quality control
review of the FY 2000-01 SB 90 reimbursement claims submitted to the State of
California by the County of San Bernardino. A total of 20 claims amounting to
$4,363,904 were reviewed. Based on our review, we believe that 11 of these claims
should be amended and seven other claims not previously made should be prepared
and submitted. The total amount of the recalculated and new claims we estimate to
amount to approximately $5.0 million, or an increase of $621,000.

In addition to the specific recommendations related to the amendment of previously
submitted claims and the submission of new claims, a total of nine recommendations
were made regarding the policies, procedures and responsibilities of
Auditor/Controller-Recorder’s SB 90 Unit. Two additional recommendations were
directed at the County departments that prepare and submit SB 90 claims and at the
Office of the County Counsel that provides legal support of the SB 90 process to many
County departments. The Auditor/Controller-Recorder’s Office fully or partially



concurs with eight of the 11 recommendations and is beginning the implementation
process.

It should be noted that the Auditor/Controller-Recorder’s Office has experienced
significant turnover of management level staffing that has contributed to the problem
areas identified in this report. The current management, which was put in place in
January 2002, has also identified many of the same areas in need of improvement.

Lastly, we want to acknowledge the excellent cooperation of the Auditor/Controller-
Recorder’s staff and that of the departments involved in the SB 90 process.

We would also like to thank the Audit Committee for this opportunity to serve the FY
2001-02 Grand Jury. Our staff is available to present this report to the full Grand Jury,
to respond to any questions the Grand Jury may have, and to assist the Grand Jury with
its presentation to the Board of Supervisors, at your request.

Respectfully submitted,

Roger Mialocq

Vice President
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SB 90 Quality Control Review 2000-01 Fiscal Year

Introduction

Section 17561 of the California Government Code provides for reimbursement to the
County by the State for State-mandated program costs. This reimbursement is generally
received by the County based on claims it files with the State, calculating the specific
costs attributable to a specific State-mandated program. The mandate-reimbursement
program is known colloquially as the SB 90 program, after the legislation establishing it.

We have completed our analysis of the County’s SB 90 claims submitted for FY 2000-01.
A total of 20 claims amounting to $4,363,904 were reviewed. In addition, we reviewed
several claimable areas approved by the State for SB 90 reimbursement for which no
claim was submitted by San Bernardino County. Based on our review, we believe that
at least 11 of these claims should be amended and approximately seven other claims not
previously made should be prepared and submitted. We estimate the net amount of the
recalculated claims and claims not previously submitted to amount to approximately
$5.0 million or an increase of about $621,000.

In some cases, claims were not filed because there were no claimable costs. In other
instances, we have identified costs that may be claimable for selected programs. Our
discussion of these specific programs includes, where possible based on program
information obtained, an estimate of the potential claim amount.

Background

In the entrance conference with the Office of the Auditor/Controller-Recorder, it was
disclosed that here has been a significant turnover of management level staffing that has
contributed to recognized problem areas. The current management, which was put in
place in January 2002, has already identified the following areas in need of
improvements:

a) The need for written departmental procedures
b) The need to provide more training to departments on the SB 90 processes

c) The need to improve communications and assistance to the departments to increase
the accuracy of the SB 90 claims

d) The need to distribute the claiming instructions and to start the data collection
earlier
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e) The need to compare the County’s claims for all SB 90 programs to the claims filed
by comparable counties.

With the required implementation of GASB 34 beginning July 1, 2001, a high priority for
the new management team was to distribute SB 90 funds to the departments that had
accumulated in a trust fund for the past five years. Distributions to the departments
were made in May 2002, in addition to the development of new distribution
procedures. The management team will now have the time to review and implement
corrective measures in the identified problem areas.

Methodology

This review began with an initial meeting with the Office of the Auditor-Controller on
May 9, 2002. The initial meeting was used to explain the purpose of the review and to
get a general description of the SB 90 claiming process.

Fieldwork for the Quality Control Review was conducted in May of 2002. Fieldwork
methods included reviewing the State Controller’s general claiming instructions and the
specific claiming instructions for each program where claims could be made, reviewing
claim forms and other supporting documentation prepared by departments.
Additionally, Auditor-Controller SB 90 staff and departmental fiscal and program staff
involved in the compilation of claim data and the preparation of claim documents were
interviewed during the course of the review.

The May revise of the State budget includes the withholding of SB 90 payments to
counties by the State and the elimination of funds currently budgeted to reimburse
counties for existing and amended claims. While this proposal may result in a delay of
the reimbursements, claims should continue to be submitted based on the assumption
that the State must fulfill its obligation to reimburse counties for these costs at a future
date, including interest that is accrued in the interim period.

Findings:

General County-wide Findings:

The following findings relate to all San Bernardino County SB 90 claims and the
Auditor-Controller’s Office.
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Productive Hours

Most SB 90 claims rely on the use of a productive hourly pay rate to determine the
salary costs of employees performing State-mandated functions. The productive hourly
rate for an employee is determined by the following equation:

Employee’s annual salary/employee productive hours worked = Productive pay rate.

The productive hourly rate fully reimburses the County for all costs it incurs for the
time spent by County employees in complying with State mandates. This includes the
County’s costs to provide employees with paid vacations, sick leave, holidays and other
paid time that is not spent in productive work. Consequently, although employees are
actually paid based on a standard work year of 2,080 hours, the actual productive hours
worked are less, because of the paid time off they receive. For example, an employee
earning $50,000 a year would receive an actual pay rate of $50,000/2080 hours = $24.04
per hour. However, assuming that vacation, sick leave and other time off reduced the
employee’s productive hours to 1,800 per year, the employee’s productive hourly rate
for SB 90 claiming purposes would be $50,000/1,800 = $27.78 per hour.

State claiming instructions permit the County to calculate an employee’s productive
hours in one of three ways:

* Based on a flat estimate of 1,800 productive hours, without further documentation.

* Based on a documented analysis of the productive hours worked by each job title
included in the claim.

* Based on the County-wide average number of productive hours worked annually
per employee.

San Bernardino County calculates productive hours by using the County-wide average.
This method is preferable because it results in a consistent computation, increases the
accuracy, and simplifies the mandate reimbursement process. To calculate the County-
wide average of productive hours worked annually by employee, the Auditor-
Controller uses payroll system data as well as estimates of non-productive time. In
order to increase the accuracy, consistency and ease of calculation, the Auditor-
Controller should utilize actual hours of non-productive time as recorded by the
County’s time capture segment of the payroll system rather than estimates. Discussions
with staff of the Auditor-Controller’s Information Systems Division indicate that the
system programming requirements for this recommendation are feasible and are on the
work plan of the division for fiscal year 2002-03.

Harvey Rose Accountancy Corporation



SB 90 Quality Control Review 2000-01 Fiscal Year

In its calculation of productive hours, the Auditor-Controller currently uses an estimate
of administrative and meeting time by applying a “reasonable and conservative”
percentage to productive hours. Administrative time is allowable to the extent that
such time is documented and can be verified. We recommend that a mechanism be
established so that administrative and meeting time are captured in the County’s
payroll time capture system or other tracking system.

In calculating the County-wide average of productive hours, the Auditor-Controller has
not included rest periods or break time in its calculation. The Auditor-Controller claims
that this time has not been deducted from productive hours because this time is not
tracked in the County’s time capture system. Federal regulations require break time to
be compensated, and this time may already be reimbursed through direct claiming.
The State Controller’s Office Mandated Cost Manual for Local Agencies revised in
September 2001 includes “informal time off” in the calculation of productive hours. It is
recommended that the Auditor-Controller include rest periods and break time as
determined from the Memorandum of Understanding (MOU) agreements that
employee unions have with the County. There is no requirement that this time must be
recorded in the County’s time capture system and this time can be estimated using the
MOUs and payroll system data for the number of employees covered by the
agreements. The Federal regulation applies strictly to compensation and labor laws and
is not applicable to the calculation of productive hours for cost allocation purposes.
Finally, employees should not be reporting break time as time worked directly on
reimbursable programs. For employees that work significant time on reimbursable
programs, chargeable hours should be limited to 7.5 hours a day to account for this
time.

Currently, the County’s claims are prepared using an average of 1,655 productive hours
per employee to calculate productive hourly costs. As a result of not accounting for this
non-productive time, the County’s claims were understated by approximately 6.6
percent when compared to the 1,552 revised average number of productive hours per
employee. Including break time would reduce productive time and would result in a
higher productive hourly pay rate for all employees claimed, as illustrated by the
example above.

At the exit conference, the Auditor-Controller asserted that this proposal would create
an administrative burden by requiring the tracking of breaktime used daily by each
employee. However, we believe that this additional tracking does not need to be
performed due to the fact that it is a contractually required daily allowance for all
employees. Although the Auditor-Controller pointed out exceptions, such as employees
who work compressed work schedules and do not get two 15-minute breaks daily, of
the 14,000 County employees, the number of employees in this group would be nominal
in comparison to the employees who are entitled to the standard 15-minute breaks.
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Further, over the course of a fiscal year, employees who work a compressed work
schedule, such as a 4-10 plan, would receive more unproductive breaktime than
employees who work a standard 8-5 plan 40 hour work week.

Therefore, we believe that the Auditor-Controller should reconsider incorporating
breaktime into the annual productive hour analysis. Based on our review of the SB 90
claims that were submitted, we estimate that at least 50 percent of the hours claimed
related to sporadic direct hours worked that would not require any adjustment to
reduce the claim for break time.

The Auditor-Controller should recalculate the average productive hours and
productive hourly rates. A revised claim should be submitted for any claim that would
yield additional reimbursement sufficiently in excess of the original claim and the
applicable late claim penalty. On a County-wide basis, it is estimated that the omission
of rest periods understated fiscal year 2000-01 claims by approximately $97,500.

Indirect Cost Rate Proposals

In addition to the direct charges reimbursable under SB 90, each claim permits the use
of a 10 percent indirect cost rate, or the use of a special indirect cost rate calculated for
each claiming entity. This indirect cost rate must be applied to direct salary costs, and to
direct benefit costs if the Indirect Cost Rate Proposal (ICRP) used in the claim is based
on both salaries and benefits.

Indirect costs are described in the State Auditor-Controller’s Mandated Cost Manual for
Counties:

Indirect costs (or overhead) are those costs incurred for a common
or joint purpose, benefiting more than one program and are not
directly assignable to a particular program without efforts
disproportionate to the result achieved. Indirect costs may include
both (1) the overhead costs for the unit performing the mandate
and (2) the costs of central government services distributed
through the central service cost allocation plan and not otherwise
treated as a direct cost.

The SB 90 instructions state that counties can chose to apply an indirect rate of 10
percent to salary costs without providing any documentation to support this indirect
rate, or counties may prepare an ICRP for each department included in the claims
submitted for reimbursement. The preparation of an ICRP is complicated and relies on
knowledge not only of the specific program, but also of the County’s cost allocation
methods and other County-wide cost-related issues.
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The central preparation of ICRP’s by the Auditor-Controller’s Office for each
department submitting a claim ensures that a consistent method is used. However, the
Auditor-Controller relies upon information submitted by the departments and does not
perform a quality control check on the data submitted. We noted several instances
where direct costs were claimed, but also listed as an indirect cost in the calculation of
the indirect cost rate, effectively double billing for the cost. Additionally, we noted that
the split between direct and indirect costs did not always appear reasonable. For
example, one department, which had carried over its proportional allocation between
direct and indirect costs since 1996-97, had a job classification for an Embalmer listed as
a position providing administrative or overhead support, despite the fact that this
employee worked 100 percent on the autopsy process. The Auditor-Controller should
require departments to submit annual or bi-annual schedules distributing all
departmental staff and services and supplies by program or function in accordance with
federal Office of Management and Budget (OMB) Circular A-87 guidelines. The
Auditor-Controller should review the data and information submitted by departments
for reasonableness and should confirm whether costs have been appropriately
categorized given direct costs claimed for reimbursement within individual SB 90
claims and other separately funded grant programs.

Additionally, there were several claims that utilized the standard 10 percent indirect
cost rate because an ICRP had not been developed. ICRPs typically yield much higher
indirect cost rates which can substantially increase reimbursable costs. By developing
ICRPs, the County can identify all indirect costs and obtain full reimbursement.
Accordingly, the Auditor-Controller should develop an indirect cost rate for those
departments that submit SB 90 claims for reimbursement but do not have an ICRP, if
the cost of preparing the ICRP does not exceed the benefit.

Finally, we noted that the County has been aggressive in preparing ICRPs which has
resulted in extremely high indirect cost rates. One department had a rate as high as 186
percent. Even the District Attorney’s Office, which is a very program-intensive function,
allocated nearly one-half of its costs as indirect resulting in an 82.67 percent indirect cost
rate. The Auditor-Controller claims that the ICRPs are prepared in accordance with
OMB A-87. While OMB A-87 provides guidance in the preparation of ICRPs, its
instruction is open to much interpretation. While interpreting the technical guidance
provided by OMB A-87, it appears the County departments do not have a full
understanding of the intent of the circular, which is to spread administrative and
overhead costs in a fair, thorough and unbiased way to all organizational programs and
functions. Many of the items identified in our review appeared to be direct,
programmatic expenditures that, when applied as an indirect cost, disproportionately
spread the cost to other unrelated programs or cost objectives. It is recommended that
the Auditor-Controller review its approach to OMB A-87 and work with Departments
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to identify large direct, programmatic costs and classify them as direct in the
preparation of ICRPs. Such costs should be identified in the Auditor-Controller’s
quality control review of the data and information submitted by the departments for the
preparation of the departmental ICRPs.

Documenting Decisions Not To Submit SB 90 Claims

Some SB 90 claim chapters do not merit submission for reimbursement by the County,
because the function is fully reimbursed from other sources, no costs related to the
mandate are incurred by the County or because the cost of the mandate is less than the
cost to produce the claim document. In such instances, it is important that the rationale
for a claim not being submitted is documented and maintained, both within the related
department and in the Office of the Auditor-Controller. Such documentation will
provide new staff in the departments and in the Auditor-Controller’s Office with the
information necessary to understand why each claim has not been submitted and to
check the rationale against any changes in funding sources or State law that may occur.

San Bernardino County SB 90 Procedures Manuals

Auditor-Controller Procedures Manual

Much of the SB 90 claiming process is centralized in the Auditor-Controller’s Office.
Because many of the procedures are highly complex, such as ICRP calculations, and
involve a high degree of coordination with other departments, a written policies and
procedures manual is necessary to provide thorough guidance and direction to
Auditor-Controller staff. A written document ensures a smooth transition when there is
staff turnover, increases the efficiency due to clear direction, and assists in the
preparation of accurate, complete, and timely claims. The Auditor-Controller does have
written procedures that provide a brief outline of the claim preparation process and
detail of the payment process. Additionally, procedures have been written for ICRPs
and the annual productive hours calculation. Additional policies and procedures
should be developed for the following areas:

* Preparation of productive hourly rates
* Data collection process and coordination efforts with the department
* (Claim compilation procedures

* Quality control procedures
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* A processing calendar to ensure the timely submission of claims

* Procedures for assessing new claim areas to ensure identification of all reimbursable
costs.

All written policies and procedures should be amassed in one manual and should be
disseminated to all Auditor-Controller staff who provide support to the SB 90 process.

Departmental Procedures Manuals

In order for the Auditor-Controller’s Office to monitor the accuracy of claims being
submitted, fully recover County costs and include sufficient supporting documentation,
it is recommended that an additional procedures manual be developed outlining the
specific steps to be taken by departmental staff in preparing SB 90 claim data and
information. This manual should be prepared and disseminated by the Auditor-
Controller’s Office, and should provide the context for a series of training sessions by
the Auditor-Controller for designated department personnel.

The manual would describe the responsibilities of the department staff and the staff of
the Auditor-Controller’s Office and would promote increased collaboration and
communication between the two entities. The manual should address the SB 90
claiming process, data collection and reporting requirements and procedures,
documentation standards, and other pertinent requirements of the County’s SB 90
claiming process. The manual would be helpful to departments in explaining how to
deal with unique circumstances such as new claims or claim denials by the State.

In addition to the procedures manual provided by the Auditor-Controller’s Office,
individual departments should develop their own internal procedures to incorporate in
to the SB 90 procedures manual. We noted during our review that departments
typically did not have written internal guidance for the preparation of SB 90 claims and
that the claiming process was further exacerbated by significant turnover in the staff
responsible for this function. Accordingly, current staff were often not prepared to
answer questions during our review. Internal written procedures would facilitate a
smooth transition when turnover occurs and would ensure consistent, accurate, and
complete claims are filed.
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Data Collection and Supporting Documentation

Numerous deficiencies were identified in supporting processes and documentation
related to claim preparation. Specifically, we noted there were few systems in place to
assist departments in tracking program data, including direct employee time worked on
mandated programs. Data collection is an integral part of capturing costs and
preparing claims for reimbursement. When necessary data is not systematically
collected, claims are compiled using general and inexact estimates that can result in
inaccurate and/or unsupported claims. Without documentation, the County cannot be
assured that all reimbursable costs are captured. Additionally, the lack of complete
documentation, which was noted in several instances, can result in actual costs being
disallowed by the State.

Departments should establish systems whereby the necessary data, including time
records, are methodically collected and compiled for SB 90 claiming purposes. The
Auditor-Controller should be responsible for ensuring that these systems, as established
and utilized, meet the standards required by the State Controller’s Office. Additionally,
the Auditor-Controller’s Office should be responsible for ensuring that departments
submit and maintain sufficient documentation to support the costs being claimed and
the information being reported. Adequate documentation not only reduces the risk of
costs being uncaptured or disallowed, it also provides historical information and
guidance for claim preparation in subsequent years. In order to accomplish this
oversight function, the Auditor-Controller’s staff need to conduct field visits to
departments to review these systems and provide assistance as appropriate.

County Counsel Support of the SB 90 Claim Process

Interpreting the language and instructions of the SB 90 claims often requires review of
various State statutes and analysis of the specific language in the claim instructions.
Because the total amount claimed under SB 90 is substantial, it is recommended that the
Office of the County Counsel review the process by which its SB 90 staff time is
recorded, including the time related to individual departmental claims and the mandate
reimbursement and test claiming processes. Based on our review of Departmental
claims, several instances were identified where County Counsel costs had been incurred
but not claimed. In addition, the County Counsel’s Office does not currently track SB 90
hours in order to facilitate such claiming.

Quality Control Review Costs
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Based on our review of the mandate reimbursement regulation and instructions, we
believe the entire cost of the review may be reimbursable. The review was intended to
improve the accuracy and completeness of claims to the State and should be considered
for submission by the Controller’s Office for reimbursement.

Harvey Rose Accountancy Corporation
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Summary of Recommendations

It is recommended that the Auditor-Controller:

1.1

1.2

1.3

1.4

Enhance and disseminate written procedures regarding the SB 90 claiming
process for the Auditor-Controller’s Office including claims tracking, completion
of forms, and documentation requirements. This is particularly important
because there has been a significant amount of turn over in the positions that
handle SB 90 claiming. Comprehensive procedures would assist new staff
without prior SB 90 claiming experience and would provide a more consistent
approach to the claiming process.

Develop written SB 90 guidelines for County departments describing the SB 90
claiming process, specific departmental responsibilities, data collection and
reporting requirements and procedures, documentation standards, and other
pertinent requirements of the County’s SB 90 claiming process.

Provide annual training for County departmental staff involved in SB 90 services,
including data collection, reporting and reimbursement claiming and conduct
field visits to departments to review departmental data collection systems and
procedures and provide assistance as appropriate.

Assist departments in the design, development and implementation of data
collection systems to support the SB 90 claiming process.

Distribute State instructions and program descriptions to appropriate
departmental personnel to obtain departmental input. This process would
improve the identification of all applicable County departments and related costs
consistent with the claim instructions.

Require all departments choosing not to submit a claim for reimbursement of
program costs to provide a written explanation of why such costs were not
incurred or should not be claimed.

Revise the existing County-wide productive hours analysis by utilizing hours
recorded by the County’s time capture segment of the payroll system. Pursuant
to page six of the State Controller’s September 2001 SB 90 claiming instructions,
the only exception is for vacation hours that should be on “earned” rather than
“used “ time. In addition, rest periods or break-time provided by union contract
should be included in the analysis as illustrated on page six of the State SB 90
instructions. Administrative time included as non-productive hours is allowable
to the extent that such time is documented and can be verified by independent
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1.5

1.6

1.7

1.8

1,9

audit of payroll or other records.

Develop indirect cost rate proposals for all departments for which SB 90 claims
are submitted and which currently do not have ICRPs if the cost of preparing the
ICRP does not exceed the benefit.

Revise and update the existing departmental indirect cost rate proposals to
ensure that staffing and services and supplies costs that are direct charged in
claims and grants are not also included as indirect costs in departmental ICRP’s.
Annually or bi-annually, require County departments to analyze and submit
schedules distributing all departmental staff and services and supplies costs by
program or function in accordance with Federal Office of Management and
Budget (OMB) Circular A-87 guidelines.

Limit hours claimed per individual to the total annual number of productive
hours calculated for each fiscal year except for employees who receive cash
overtime compensation. Limit the number of daily chargeable hours to 7.5 hours
to account for the one-half hour of break-time included in the analysis of
productive hours.

Review and assess specific claims identified in this report and submit amended
claims to obtain full reimbursement of previously unclaimed costs or to correct
amounts over claimed in error. Amended claims for additional reimbursement
should only be claimed in instances when the revised claim would result in a net
reimbursement to the County sufficiently in excess of the original claim and the
applicable late claim penalty.

Develop an SB 90 processing calendar to ensure adequate time for the collecting
and reporting of program data to the Auditor-Controller, the preparation of a
draft claim, departmental review of draft claims, and the final submission of
claims by the annual January 15 due date. Copies of all final claims should also
be provided to the departments claiming reimbursement.

Use a uniform timesheet for recording Auditor-Controller SB 90 time that
includes all program codes. This will improve the recording and tracking of time
spent on all SB 90 related activities.

It is recommended that the Auditor-Controller’s Office and the Office of the County
Counsel:
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1.10 Review the current procedures under which County Counsel provides support
of SB 90 claims and bills for such support in order to determine the most effective
strategy to maximize the County’s SB 90 revenues and include County Counsel-
related costs in the SB 90 claim each year.

It is recommended that all County departments that provide SB 90 reimbursable
services:

111 Develop written procedures related to SB 90 data collection, reporting and
documentation requirements to ensure that all reimbursable costs are fully and
accurately identified, reported and claimed. Departments should also retain
complete work papers and supporting time records and other documentation for
each claim submitted in the event of an audit or future reference needs.

Findings Pertaining to Specific FY 2000-01 SB 90 Claims

The following findings relate to specific SB 90 claims. The original claim amount
submitted by the department is presented and relevant issues discussed.

Claiming Original
Claim Title Department Claim
AIDS Testing Public Health $7,816

This claim reimburses the County for court ordered testing and counseling services for
certain sex offenders and prostitutes charged under Penal Code Section 1202.1(d). The
reimbursable services include testing of the individuals, provision of AIDS prevention
education and provision of pre and post test counseling to the victims and the
offenders. The Public Health Department staff provided the services claimed.

Court ordered tests are tracked using a specific site code. The testing and counseling are
performed at public health clinics. Tests that may have been administered at the County
Jail are not included within the claim. The Department claimed 151 court ordered tests
in FY 2000-01. This is a substantially lower number than in previous years. In 1999-2000,
245 tests were performed and in 1998-99, 268 court ordered tests were performed. No
research has been conducted by the department to determine the reason for the
decrease.

The Department has determined that they can only charge the fee for service rate set in
an MOU with the State Office of AIDS for the County AIDS testing program that was
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entered into in 1997. The rates have not been adjusted since that year. This MOU limits
reimbursement to $10 for HIV testing and between $15-$20 for pre and post-counseling
services. The department however, does not charge the cost of this sex offender testing
and counseling program to the AIDS grant received from the State.

The Public Health Department indicates that the time for providing the services is
proscribed by the MOU with the State Office of AIDS. The set time for administering
the test and conducting counseling is 40 minutes and up to 65 minutes if the test is
positive. There has not been a time study conducted to determine actual time. The
department does not log staff time for providing these services under this program. The
following positions perform services to this program: Health Services Assistants,
Communicable Disease Investigators and Registered Nurse IIs.

The Department of Public Health claims a fixed fee for service instead of actual costs for
HIV /AIDS counseling services provided under this mandated program. In addition the
number of court ordered tests has decreased substantially which department staff has
not reviewed. Costs that may be incurred through testing and counseling sex offenders
in the Jail are not claimed. Other program costs for filing reports attributable to this
mandate are not claimed by the Probation Department. The claim for this program was
due on November 30,2001, but was not submitted to the State Controller until January
15, 2002. The late submission of this claim will result in a 10 percent penalty.

A determination should be requested by County Counsel as to whether the Department
is limited to charging the rates specified in the State agreement for this testing program.
The Public Health Department should conduct a time study to determine the unit cost
for providing HIV testing, and HIV/AIDS counseling services. This will be a more
accurate method for claiming costs for Chapter 1597/88 mandated services. The
Auditor-Controller’s Office should determine with the Sheriff and Probation
departments if any costs have been incurred under the mandates of this program to
ensure these costs are captured and claimed.

Claiming Original
Claim Title Department Claim
Allocation of Property  Auditor-Controller $16,131

Tax Revenue: Education
Revenue Augmentation Fund

Counties are reimbursed through the SB 90 process for the costs associated with
planning, implementing, administering, accounting and reporting for revised property
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tax allocations to school districts. The shift of revenues to school districts is commonly
known as the Education Revenues Augmentation Fund (ERAF).

The time spent fulfilling this mandate is estimated by the Auditor-Controller’s Property
Tax Division, but not supported by actual time records or formal time studies. While
the time claimed appears reasonable, the Property Tax Division should track the actual
time spent on this mandate or derive a current time study to support the time claimed.

Additionally, the indirect cost rate utilized for Auditor-Controller activities appears to
be high. In the calculation of the rate, almost all services and supplies are classified as
indirect costs. Included as indirect costs are data processing charges, which comprised
over 17 percent of total departmental expenditures in fiscal year 2000-01, and other
large charges, which should be allocated to the appropriate Auditor-Controller cost
centers and categorized as direct. For example, as part of the data processing charges,
the Auditor-Controller is billed for data processing expenses related to the County’s
Recorder function, which is a separate and distinct function of the Department. This
charge should not be allocated to the Property Tax Division because it does not support
the Property Tax function. An estimate of the impact of reclassifying a portion of data
processing charges related to large Auditor-Controller systems results in an
approximate reduction in the claim amount of $2,196 or 14 percent. In future years,
these costs should be reclassified as direct, which would lower the indirect cost rate and
reduce the claim amount. Refinement of the indirect cost rate will also affect other
Auditor-Controller claims including the Open Meetings Act, Unitary County-wide Tax
Rate, and the Mandate Reimbursement Process.

Claiming Original
Claim Title Department Claim
Child Abduction Recovery District Attorney $1,099,756

The District Attorney’s Office claimed $1,099,756 of reimbursable SB 90 child abduction
and recovery costs in FY 2000-01. However, based on interview with the supervising
and lead attorney, no costs were claimed for various direct labor and service and
supplies costs including the following.

* Attorney relief support provided during absence of the one attorney in the unit,
including vacation, sick leave and other absences.

* Investigator support provided by investigators not assigned to the Child Abduction
and Recovery Unit.
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* Supervising Attorney time for consultations (usually daily) with the unit attorney to
discuss child abduction and recovery issues.

* Foster care/housing costs for children recovered pursuant to out-of-state jurisdiction
cases.

* Attorney and investigator administrative time spent maintaining records, compiling
data and summarizing and reporting unit statistics and costs related to this
mandated function. Such costs are claimable on the County-wide mandate process
claim.

The District Attorney’s Office should develop a methodology to identify and track the
above costs in order to fully recover reimbursable mandated costs incurred by the
General Fund. This could be accomplished by utilizing time sheets for staff involved in
performing activities related to child abduction and recovery or by performing an
annual time study to identify and document such costs. Although most of the costs of
staff directly assigned to the unit are currently claimed, costs for attorney and
investigative staff not assigned to the unit are not currently captured and reported.

As an example, none of the time of the supervising attorney who currently is responsible
for approximately 13 separate programs or functions is included in the child abduction
and recovery claim. If his time expended on this claim amounted to one-thirteenth of his
total time (127 hours or less than three hours per week), that would amount to
approximately $9,033 of salary and benefit cost and $7,468 of overhead costs. Therefore,
total additional costs would amount to $16,501, just related to this one supervisor on this
one claim.

Based on a review of the indirect cost rate proposal (ICRP) prepared for the Office of the
District Attorney and submitted to the State for SB 90 claiming purposes, the 82.67
percent rate is over stated. The preparation of ICRPs must be performed in a specific
method specified by the State Controller and in conformance with the requirements of
the Federal Office of Management and Budget Regulation A-87. Regulation A-87
establishes mandatory standards for the calculation of indirect costs by local
governments when claiming such costs on State and Federal programs and grants.

As a result of including certain service and supply costs among the indirect overhead
costs included in the ICRP analysis, and directly claiming those same costs for
reimbursement on this claim, the ICRP is overstated. These costs include $40,868
claimed for Air Travel while the indirect cost rate proposal reported that all but $7,073
of departmental expenditures for Air Travel was an indirect cost. Similarly, Motor Pool
costs amounting to $32,820 were direct charged on this SB 90 claim while the indirect
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cost rate proposal accounted for all but $24,226 of Departmental expenditures for Motor
Pool costs as an indirect cost.

The Office of the District Attorney should perform a complete review of the ICRP to
ensure that all staffing and service and supply costs are appropriately classified. In
accordance with State Controller guidelines, indirect costs can only include those costs
incurred for a common or joint purpose, benefiting more than one program and are not
directly assignable to a particular program without efforts disproportionate to the result
achieved

Claiming Original
Claim Title Department Claim
Developmentally Disabled: Public $33,614
Attorney Services Defender

The Developmentally Disabled: Attorney Services mandate provides for a court
appointed public defender or other legal representation for developmentally disabled
persons when guardianship or conservatorship is sought or for commitments or
recommitments of mentally retarded persons.

The Public Defender does not have a formalized, consistent time tracking system for SB
90 reimbursable programs. For the Developmentally Disabled: Attorney Services claim,
time is estimated and not supported by a time study. While a database has been
established to track these cases, we noted errors in the tabulation of estimated time
worked, including clerical time not carried forward to the claim and a transposition
error that inflated Deputy Public Defender time worked. The Public Defender should
develop formalized internal policies and procedures, which should be distributed to all
staff working on SB 90 mandated cases. These policies and procedures should clearly
articulate definitions of allowable time and should include a format for tracking actual
time worked on these cases or, in case of estimates, the development of a time study to
substantiate the estimates claimed.

In addition to time worked on this mandate, the Public Defender submits to the
Auditor-Controller costs for the psychological evaluation of clients. The costs for four
evaluations were eliminated from the final fiscal year 2000-01 claim. It is possible they
were eliminated because the evaluations occurred in the prior fiscal year. However,
payment for these services, totaling $1,400, did not occur until the year of the claim.
The Department reviewed the fiscal year 1999-00 claim and noted that the four
evaluations had not been claimed. The Public Defender should include in its claim
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compilation process a step to confirm that all appropriate costs have been captured,
given the timing differences between incurrence of a liability and payment.

These adjustments result in an increase in claimable costs of $689. While this amount
may not be material to justify filing a revised claim, the underlying issues may result in
larger losses in the future.

Claiming Original
Claim Title Department Claim
Investment Treasurer- $21,945
Reports Tax Collector

This mandate requires the County to provide an annual statement of investment policy
and quarterly reports of investments to the Board of Supervisors and the Treasury
Oversight Committee. In claiming the costs associated with these activities, the
Department may not have considered revenue offsets. Users of the County’s Treasury
investment services, such as school districts, are charged an administrative fee that is
based on investment activity costs. To the extent that the costs claimed through the SB
90 mandated claim process are also reimbursed by a third party through this
administrative fee, the Department has over claimed. To correct for this duplicate
billing of costs, the Department can either reduce the Investment Reports SB 90 claim by
the amount recovered from external parties through the administrative fee, or it can
remove the SB 90 claimed costs from the calculation of the administrative fee.

Claiming Original
Claim Title Department Claim
Mandate Auditor-Controller $216,470
Reimbursement
Process

The Mandate Reimbursement Process claim reimburses the County for the costs
incurred for filing SB 90 mandate claims with the State. The claim submitted by the
Auditor-Controller for FY 2000-2001 cost reimbursements includes direct and indirect
costs for preparing 23 reimbursement claims, five test claims and two incorrect
reduction claims. The costs claimed were primarily staff time and related costs. In
addition, the claim includes costs incurred by other County departments for compiling
departmental information for SB 90 claims. A total of $216,470 was claimed for
reimbursement.
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The Auditor-Controller’s Office identified 2,492 billable staff hours. Although hours are
coded to specific projects on the time sheet, there is not a uniform timesheet that
includes all program codes. One activity that the Auditor-Controller does not clearly
identify reimbursement for is staff time required to develop Indirect Cost Rate
Proposals (ICRP) for individual departments. There are seven departments for whom
the Auditor-Controller annually develops an ICRP to use for claiming indirect costs.
The cost for performing this function for criminal justice related departments is charged
to the State through a provision in Penal Code 4750, however costs related to the non-
criminal justice departments must be included under SB 90 Mandate Reimbursement
Process claims. There are three non-criminal justice departments that had a fiscal year
2000-2001 ICRP prepared, including the Auditor Controller, Registrar of Voters and
Public Administrator/Coroner. It is unclear from the claim whether the staff time
required to prepare this information was claimed for reimbursement.

In addition, certain departments have not submitted claim reimbursements under the
Mandate Reimbursement Process claim. The departments include the Public Defender’s
Office and Probation. Additionally, the Public Health Department has submitted a
claim that is substantially lower than most other departments, indicating that they may
not have adequately captured their costs for compiling claims.

Each department is annually sent a set of instructions and claims in October regarding
the compilation of SB 90 program data. The Auditor-Controller begins collecting this
data in early January. Most claims are due January 15t%, but several were due the
previous November. Our analysis of the average time departments reported spending
to compile the information needed to make a SB 90 claim was approximately 25 hours
of staff time, which averaged approximately $2,271 for each department. Therefore
potentially over $6,000 in additional costs could have been claimed based on current
claiming practices.

Claiming Original
Claim Title Department Claim
Mentally Public Defender $17,698
Disordered
Sexual Offenders
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The claim for Mentally Disordered Sexual Offender Recommitments allows
reimbursement for costs involved with transportation, care and custody of patients, trial
costs, juror fees, and prosecuting district attorney’s costs. This program is limited to
only those offenders who are currently committed. New commitments are no longer
eligible. Offenders can only come up for recommitment every two years.

During fiscal year 2000-2001, there were two patients at Patton State Hospital for whom
recommitment work was conducted which included one jury trial for one of the
offenders. The original claim for this program, included only costs incurred and
prepared by the Public Defender’s office. Following our review, 42 additional hours of
attorney time were identified as not having been included in the claim, as well as
mileage used during the jury trial by Public Defender staff. The additional estimated
reimbursable cost is approximately $2,600.

The original claim for the MDSO program did not include costs incurred by the District
Attorney. This is due to an error by the District Attorney’s Office, in which costs for the
two MDSO patients were claimed within another program - Mentally Disordered
Offender program (MDO). The MDO program claim had not been filed by the Auditor-
Controller’s Office at the time of the audit. The District Attorney’s office incurred costs
for attorney time, investigator and investigator technician, paralegal and clerk on two
cases. There were 542.5 hours of staff time logged for the MDSO cases. Because the
cases are tracked by defendant name, the costs are fairly easy to identify. In total,
approximately $60,000 in labor costs should be claimed for the MDSO program by the
District Attorney’s Office as well as costs incurred for mileage and services and
supplies.

Finally, the costs for transportation and care and custody of offenders are eligible for
reimbursement. The cost of transportation of the defendant from Patton State Hospital
to the Courthouse during the trial by the Sheriff’s Department has not been claimed.

The Auditor-Controller’s Office should request and review all costs incurred for the
Mentally Disordered Sexual Offender Recommitments and determine the additional
reimbursement for Public Defender services. The $60,000 of District Attorney costs
claimed for two defendants under the MDO program should be claimed under the
MDSO program. Costs for Sheriff’s transportation services should be determined and
claimed in the adjusted claim.

The claim for the MDSO program should be resubmitted with all reimbursable costs
under this program no later than November 30, 2002, in order to be eligible for
reimbursement.
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Claiming Original
Claim Title Department Claim
Not Guilty by Reason Public $45,526
Of Insanity Defender

This mandate reimburses the Public Defender for the defense of clients found not guilty
by reason of insanity during commitment extensions, which occur every two years. The
Public Defender does not have a formalized and consistent tracking system to capture
time worked on this mandate. Because this function is not centralized in the Public
Defender’s main office, the administration must rely upon attorneys in other offices to
forward information on claimable cases. During the review, four cases were identified
that had not been claimed despite $579 in reimbursable costs, including indirect costs.

Additionally, there are several categories of allowable time, including preparation for
trial, pretrial hearing, and actual trial or hearing. However, Deputy Public Defender
time was typically categorized as all actual trial or hearing time, indicating that there
was no preparation or pretrial hearing for almost all cases. According to the
Department, this time is included with the actual trial or hearing time. Formalized
internal policies and procedures should be established and distributed to all staff
working on SB 90 mandated cases. These policies and procedures should clearly
articulate definitions of allowable time and should include a format for tracking and
categorizing time worked on these cases. Further, the Public Defender should establish
a mechanism to cross check cases claimed with the District Attorney to ensure all cases
are identified.

Claiming Original
Claim Title Department Claim
Open Meetings Act Various $71,744

The Open Meetings Act requires local agencies to post a single agenda for any
legislative body 72 hours before the meeting in a place accessible to the public. The
agenda should contain a general description of each item to be transacted or discussed,
the meeting time and the meeting location. The Auditor-Controller filed a clai