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October 2, 2008 Investigative Report [2008-2

The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

Pursuant to the California Whistleblower Protection Act, the Bureau of State Audits presents its
investigative report summarizing investigations of improper governmental activity completed
from January through June 2008.

This report details nine investigations into improper governmental activities at several state
departments. Through our investigative methods, we found incompatible activities, improper
payments, improper contracting, and misuse of state resources. For example, an employee at the
Department of Housing and Community Development (HCD) worked simultaneously at HCD
and at a nonprofit organization that was receiving grants from HCD. The dual employment
violated state and department prohibitions against engaging in incompatible activities. We
estimate that the employee’s unauthorized absences from HCD while attempting to work at both
jobs—as well as other time and attendance abuses that we identified—cost the State $34,687.

In addition, this report provides an update on previously reported issues and describes any
additional actions taken by state departments to correct the problems we previously identified.
For example, the Department of Corrections and Rehabilitation reported that it canceled its
lease with a private parking facility after we reported it wasted $11,277 during just a three-month
period on leased parking spaces that it did not need.

Respectfully submitted,

ELAINE M. HOWLE, CPA
State Auditor
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Figure

but did not act to address them, they failed to provide sufficient
supervision. In either case, the managers neglected their duty to
ensure that HCD received work that was commensurate with the
compensation being paid to the employee.

Perhaps even more significantly, the two managers had received
information on several occasions that the employee was engaging
in impermissible dual employment, yet they did not act to confirm
the information. Manager A, in particular, failed to address the
situation promptly even though several of the employee’s coworkers
informed this manager independently that a nonprofit employee
had mentioned that the employee was working for the nonprofit.
Manager A also did not confirm with the nonprofit that the
employee had been working as a consultant for the nonprofit as she
had reported on the 2006 Statement of Economic Interests. The
figure indicates that at various times during the employee’s year of
dual employment, Manager A and Manager B received information
that should have alerted one or both of them that the employee was
working at the nonprofit and at HCD concurrently.

Timeline lllustrating That Department of Housing and Community Development Managers Did Not Act on
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SourcesHCD’s records, the nonpro t's records, and Bureau of State Audits’ interviews.

Even when evidence of the employee’s dual employment

appeared in a document, Manager A overlooked obvious signs of
incompatible activities. In April 2007 a coworker hand-delivered to
this manager a printed copy of an e-mail message that contained a
forwarded e-mail that had originated from the employee’s e-mail
account at the nonprofit and that included a signature block
showing her position at the nonprofit. Manager A stated that the



California State Auditor Report 12008-2
October 2008

Department of Housing and Community Development

e-mail might have indicated that the employee was consulting for
the nonprofit but nothing more, and she insisted that she did not
see the second page of the e-mail, which included the employee’s
signature block. Further, Manager A made a point of stating that
the employee’s title at the nonprofit was very similar to her title at
HCD, implying that Manager A may have seen the signature block
but mistakenly thought it was the employee’s signature block from
her state e-mail account. Shortly after Manager A saw the e-mail,
she had at least one telephone conversation with the nonprofit’s
manager about the employee’s responsibilities at the nonprofit.

In an interview with us, Manager A claimed that during the
telephone call she wanted to determine the employee’s proposed
responsibilities at the nonprofit if she were to work there as the
employee had indicated she wanted to do. Manager A asserted
that she did not ask whether the employee was already working
for the nonprofit. In addition, Manager A did not question the
nonprofit manager about either the employee’s consulting work or
her position at the nonprofit, which were indicated in the e-mail.
In fact, she insisted that based on the conversation, she did not
know that the employee was already working or volunteering at
the nonprofit. However, given that other HCD employees had
previously expressed to her their concern about the employee’s
relationship with the nonprofit and that the employee had reported
a gift from the nonprofit, Manager A should have questioned the
nonprofit’s manager more thoroughly about the specific nature of
the employee’s work.

Moreover, Manager A did not explore the employee’s reported
volunteer work with the nonprofit. In May 2007, when Manager A
delivered to the employee the memorandum from legal counsel
advising the employee that she could not work for the nonprofit,
the employee had already told Manager A that she had volunteered
with the nonprofit on weekends. Manager A told us that she did
not ask the employee whether she was still volunteering, and

the manager did not attempt to determine the true extent of the
employee’s relationship with the nonprofit.

In June or July 2007, HCD staff notified both Manager A and
Manager B that the employee was still working for the nonprofit
even after the employee received the memorandum instructing
her that working for the nonprofit was prohibited. Specifically, an
HCD staff member informed us that she performed a site visit at
the nonprofit in June 2007 and noticed the employee’s name on a
board listing the names of the employees at the nonprofit. Shortly
thereafter, in July 2007, the coworker informed Manager B about
this observation. Manager B told us that she did not recall being
told about this situation; however, she also said that she did not
have any reason to believe that the staff member who reported
her observation was being dishonest. Another of the employee’s

Manager A should have questioned
the nonprofit’s manager more
thoroughly about the specific
nature of the employee’s

work, given the concerns
previously expressed by the
employee’s coworkers.
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The managers clearly had reason to
inquire whether the employee was
a paid employee at the nonprofit
and, in doing so, they would have
discovered her prohibited conduct.

HCD coworkers informed us that when she heard that a board
posted at the nonprofit listed the employee’s name on it, she alerted
Manager A. However, Manager A told us that she did not believe
this coworker because of disharmony that existed between the
employee and the coworker. Therefore, Manager A took no action.

Because the employee was absent from the HCD office for many
work hours, and because Manager A and Manager B received
various types of information and expressions of concern about
the possibility that the HCD employee was working concurrently
at the nonprofit, these managers clearly had reason to inquire
whether the employee was indeed a paid employee at the
nonprofit. In doing so, the two managers would have discovered
the employee’s prohibited conduct. These failures to question the
situation and to act on other employees’ concerns demonstrate a
lack of adequate oversight by these two managers, who have a duty
to assess and strengthen their agency’s administrative controls to
minimize fraud, abuse, and waste of government funds.

Agency Response

HCD informed us that it reduced the employee’s salary by

10 percent for six months effective in April 2008. The disciplinary
action taken against the employee cited many of the improper acts
that the employee committed, but did not address the employee’s
misuse of state-compensated time. The employee subsequently
resigned in May 2008. In addition, HCD stated that it determined
the managers responded adequately and that they were not
negligent of their supervisory duties. Nevertheless, HCD noted
that it would have preferred the managers to take quicker and
more definitive action. Consequently, HCD stated that it informally
counseled the managers regarding the matter.
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Chapter 2

DEPARTMENT OF CORRECTIONS AND REHABILITATION:
IMPROPER OVERTIME PAYMENTS
Case 12007-0917

Results in Brief

From November 2005 through August 2006, the Department of
Corrections and Rehabilitation (Corrections) improperly paid

two physicians $108,072 in overtime compensation that they should
not have received.

Background

Corrections employs physicians who administer health care to the
State’s institutionalized inmates. A labor agreement between

the State and the physicians’ collective bargaining unit (Unit 16)
governs the terms of the physicians’ employment. Under the labor
agreement, the physicians earn salaries rather than hourly wages,
and they are scheduled to work an average of 40 hours per week.
The salaries that the physicians receive are generally intended to
compensate them fully for all the work that they perform during a
workweek, even if they must work more than 40 hours to complete
their assignments. However, one exception to this general rule is
that a physician who must return to an institution for work hours
in addition to his or her regularly scheduled workweek is entitled
to receive compensation for the additional work hours, known as
call-back hours. According to the labor agreement, a physician
receives compensation for call-back hours on an hour-for-hour or
straight-time basis instead of a time-and-a-half or overtime basis.
In addition, for each return visit by a physician, the agreement
guarantees a minimum of four hours of compensation and one
additional hour of compensation for travel time. Thus, a physician
earns pay for a minimum of five hours of work each time he or she
must return to an institution, but the State does not use a time-and-
a-half basis when calculating the additional compensation.

Upon receiving an allegation that two Corrections’ physicians
received compensation that they were not entitled to receive, we
asked the California Prison Health Care Receivership (receivership)
to help us investigate the matter. The receivership manages medical
care operations in Corrections’ institutions.
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