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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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Summary

Results in Brief

The California Whistleblower Protection Act (Whistleblower

Act) empowers the Bureau of State Audits (bureau) to investigate
and report on improper governmental activities by agencies and
employees of the State. Under the Whistleblower Act, an improper
governmental activity is any action by a state agency or employee
during the performance of official duties that violates any state

or federal law or regulation; that is economically wasteful; or that
involves gross misconduct, incompetence, or inefficiency.

This report details the results of nine investigations completed by
the bureau or undertaken jointly by the bureau and other state
agencies between January 1, 2008, and June 30, 2008. The report
also outlines the actions taken by state agencies in response

to the investigations into improper governmental activities
described here and in previous reports. The following paragraphs
briefly summarize these investigations and the state agencies’
actions, which this report’s chapters discuss more fully. For more
information about the bureau’s investigations program, please refer
to the Appendix.

Department of Housing and Community Development

A full-time employee with the Department of Housing and
Community Development (HCD) worked simultaneously at the
department and at a nonprofit organization (nonprofit) that was
receiving grants from HCD. The dual employment violated state
and HCD 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, in her efforts to conceal her employment with the
nonprofit, the employee was dishonest with HCD on several
occasions. Furthermore, the employee’s managers at HCD did
not sufficiently supervise her attendance and failed to respond
appropriately to numerous indications that the employee was
working simultaneously at the nonprofit.

Department of Corrections and Rehabilitation

From November 2005 through August 2006, the Department of
Corrections and Rehabilitation (Corrections) improperly paid
two physicians $108,072 in overtime compensation that the
physicians were not entitled to receive.
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Investigative Highlights . . .

State employees and departments
engaged in improper activities, including
the following:

» Working simultaneously at a state agency
and a nonprofit and committing other
time and attendance abuses at a cost
to the State of $34,687. In addition,
management failed to sufficiently
supervise and respond to indications of
the dual employment.

» Impraoperly disbursing more than
$108,000 in overtime pay that the
employees were not entitled to receive.

» Improperly paying $16,500 to employees
for inmate supervision when the
employees did not fulfill requirements.

» Failing to promptly submit time sheets
that accurately reported absences over a
23-month period, for which the employee
was paid $23,300, and management's
neglecting to ensure that absences were
accurately reported and charged against
leave balances.

» Improperly paying $14,000 to two retired
state employees for personal services.

» Misusing a state-owned vehicle
and the state-compensated time of
two subordinates.

» Misusing state time and resources to
conceal private employment during

regular work hours.

continued on next page.. ..
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In response to previously reported
investigations, state departments and
agencies have acted in the following ways:

» The Department of Corrections and
Rehabilitation canceled a lease with a
private parking facility for 29 parking
spaces that it did not need.

» The Department of Justice continued
to take corrective action regarding
amanager and four subordinates
who failed to properly account for
their absences.

» The Employment Development
Department disciplined an employee
by suspending him without pay for
two days.

Department of Corrections and Rehabilitation

Corrections improperly granted nine office technicians increased
pay to supervise inmates at its R. ]. Donovan Correctional Facility.
The office technicians were not entitled to receive this increased
pay because they did not supervise the required number of inmates
or did not supervise inmates who worked the minimum number

of hours required for the employees to receive the increased pay.
Consequently, between January 1, 2005, and February 29, 2008,
Corrections paid these office technicians a total of $16,530 more
than they should have received.

California Environmental Protection Agency

An employee at the California Environmental Protection Agency
(Cal/EPA) failed to punctually submit time sheets that accurately
reported her absences for the period from August 2006 through
June 2008. In addition, the officials responsible for managing her
daily activities or for monitoring her time and attendance failed

to take sufficient actions to ensure that the employee accurately
reported her absences and that staff properly charged the absences
to her leave balances. Consequently, Cal/EPA did not charge the
employee’s leave balances for the 768 hours that she was absent
from work, and it inappropriately paid her $23,320 for these hours.

State Personnel Board

The State Personnel Board (personnel board) improperly paid a
retired employee $8,999 for work that he performed after he had
reached the maximum number of hours that he was allowed to
work during a year. In addition, the personnel board failed to justify
the amount paid to the retired employee or the $4,999 it paid to
another individual for similar services.

Department of Fish and Game

By regularly transporting her child to school in a state-owned
vehicle, a manager with the Department of Fish and Game misused
that vehicle. The manager also misused the state-compensated time
of two subordinates by directing them to repair and build corrals
for her private use at the state-owned property where she resides.
The manager’s improper use of state property and time resulted in a
total estimated loss to the State of $1,962.



Department of Consumer Affairs, Contractors State License Board

An employee with the Contractors State License Board (board),
which is part of the Department of Consumer Affairs, used a state
vehicle for personal purposes. In addition, the employee falsified
board records to hide her actual activities when she was supposed
to be performing field inspections. The State incurred a loss when
it spent an estimated $1,896 on expenses related to her personal use
of a state vehicle.

State Water Resources Control Board

An employee of a regional water board, which operates under the
supervision of the State Water Resources Control Board, used

a state telephone to make 54 hours of personal long-distance
telephone calls, which cost the State a total of $137.

Department of Transportation

Two employees of the Department of Transportation used
state computers inappropriately by operating them to conduct
personal business.

Update on Previously Reported Issues

In April 2008 we reported that Corrections wasted $11,277 in state
funds over a three-month period when it leased parking spaces
that it did not need from a private parking facility and allowed state
employees to park their personal vehicles free of charge in those
spaces. In July 2008 Corrections informed us that in April 2008 it
canceled its lease with the private parking facility.

We also reported that a manager and four subordinates at a regional
office of the Department of Justice (Justice) failed to properly

report on their time sheets an estimated 727 hours of leave taken
from April 2006 through December 2006, amounting to $17,974 in
compensation that was potentially unearned. In addition, the
manager failed to adequately monitor his subordinates” absences

or time worked. Moreover, the manager’s supervisor, who worked
at Justice’s headquarters, failed to ensure that the manager
completed his time sheets accurately and that the manager properly
monitored his subordinates’ time reporting. At the time of our
report, Justice stated that it had taken several actions to ensure that
the employees appropriately documented all leave and overtime and
that they complied with state and Justice policies and procedures.
Justice also continued to investigate the amount of unreported leave
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taken by the subjects in 2007. Subsequently, Justice completed its
investigation and found that the manager and four subordinates
continued to report their absences inaccurately in 2007, but it did
not quantify the extent of the subjects’ unreported absences. Justice
continued to take corrective action and documented the manager’s
failure to follow its policies and procedures for time reporting

and leave use. Following these actions, the manager left Justice in
July 2008.

We further reported that an employee of the Employment
Development Department (Employment Development) drank
alcoholic beverages during work hours, and his drinking impeded
his ability to perform his duties safely. Moreover, his supervisors

had been aware of the situation for years. At the time of our

report, Employment Development notified us that it had given the
employee a corrective action memorandum to inform him that he
was prohibited from working while intoxicated and from consuming
alcohol during his work hours and unpaid lunch break. Employment
Development also advised the employee that this matter could
become the basis for disciplinary action. Subsequent to our report,
Employment Development disciplined the employee by suspending
him without pay for two workdays. The employee did not appeal the
adverse action.

Table 1 displays the issues and the financial impact of the cases in
this report, the dates we initially reported on the cases, and the
current status of any corrective actions taken.
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Table 1
Issues, Financial Impact, and Status of Corrective Actions for Cases Described in This Report

COSTTO THE STATUS OF

DATE OF OUR STATEASOF  CORRECTIVE
CHAPTER DEPARTMENT INITIAL REPORT ISSUE JUNE 30, 2008 ACTIONS
1 Department of Housing and Incompatible activities, time and attendance Complete
Community Development abuse, dishonesty, and inadequate supervision
2 Department of Corrections Improper overtime payments Complete
and Rehabilitation
3 Department of Corrections Improper payments for inmate supervision Pending
and Rehabilitation
" 4 California Environmental Failure to accurately report absences, Partial
E Protection Agency inadequate supervision
v
H 5 State Personnel Board Improper contracting for personal services Complete
=
6 Department of Fish and Game Misuse of a state vehicle and employee time Complete
7 Department of Consumer Misuse of state resources, dishonesty Partial
Affairs and Contractors State
License Board
8 State Water Resources Misuse of state resources Complete
Control Board
9 Department of Transportation Misuse of state computers Complete
10 Department of Corrections Failure to account for employees’ use of union leave Partial
and Rehabilitation
10 Multiple state departments* Inappropriate gifts of state resources Partial
and mismanagement
10 Department of Forestry and Improper overtime payments Complete’r
Fire Protection
10 Department of Parks and Misuse of state resources and failure to perform Partial
Recreation duties adequately
wv
§ 10 California State Polytechnic Viewing of inappropriate Internet sites and misuse Partial
g University, Pomona of state equipment
% 10 Department of Corrections Mismanagement and misuse of state resources as Complete
ﬁ and Rehabilitation well as waste of state funds
=
a 10 Department of Social Services Waste of state and federal funds Complete
[=}
z 10 Department of Justice Inefficiency created by entering into side letters Complete
= with a bargaining unit without the Department
of Personnel Administration’s oversight or the
Legislature’s ratification
10 Employment Development Management’s failure to take appropriate action Complete
Department about an employee who drank alcoholic beverages
while on duty
10 Department of Justice Employees’ disregard for time-reporting Complete

requirements and management’s failure to ensure
that employees reported absences properly

Source: Bureau of State Audits.
NA = Not applicable because the situation did not involve a dollar amount or because the findings did not allow us to quantify the financial impact.

* This case focused on the Department of Fish and Game but also involved the California Highway Patrol, the California Conservation Corps, the
departments of Corrections and Rehabilitation, Developmental Services, Food and Agriculture, Forestry and Fire Protection, Mental Health, Parks and
Recreation, Personnel Administration, Transportation, and Veterans Affairs, and the Santa Monica Mountains Conservancy.

T We have designated the status of corrective actions as complete because it is unlikely that this department can or will take further action.

¥ Aswe reported in April 2008, the $2,370,839 expenditure was not improper; however, the failure to disclose properly the side letters that led to the
expenditure created an inefficiency in the State’s bargaining process.

§ Aswe reported in April 2008, this amount represents compensation that employees may not have earned.
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Department of Housing and Community Development

Chapter 1

DEPARTMENT OF HOUSING AND COMMUNITY
DEVELOPMENT: INCOMPATIBLE ACTIVITIES, TIME
AND ATTENDANCE ABUSE, DISHONESTY, AND
INADEQUATE SUPERVISION

Case 12007-1049

Results in Brief

A full-time employee of the Department of Housing and
Community Development (HCD) violated state and HCD
prohibitions against incompatible activities by simultaneously
working full-time for HCD and for a nonprofit organization
(nonprofit) that was receiving grants from HCD. We estimate

that the employee’s unauthorized absences from HCD while she
attempted to perform both jobs, as well as her other time and
attendance abuses, cost the State approximately $34,687 in salary
for hours that the employee did not work. We also found that in
attempting to hide from HCD her employment with the nonprofit,
the employee engaged in several acts of dishonesty toward HCD.
Meanwhile, HCD managers provided insufficient supervision of
the employee’s attendance and they failed to respond to indications
that the employee was working concurrently at the nonprofit and
at HCD.

Background

HCD’s mission is to provide leadership, policies, and programs
to make safe, affordable housing available to the public. In
administering its programs, HCD awards loan and grant funding
to local public agencies, nonprofit organizations, and for-profit
companies to acquire, build, and preserve reasonably priced
housing throughout the State.

Like all other state employees, HCD employees must follow an
array of statutes intended to ensure that the employees are devoted
to their work and perform their duties in an impartial manner.
Specifically, the California Government Code, Section 19990,
prohibits every state employee from engaging in any employment,
activity, or enterprise that is clearly inconsistent, incompatible, in
conflict with, or inimical to his or her duties as a state officer or
employee. Section 19990 lists many pursuits that the State considers
incompatible activities for the employees of every state agency,
regardless of the particular functions of the agency. In particular,
Section 19990(b) lists as an incompatible activity an employee’s
using state-compensated time for private gain or advantage. In

7
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addition, Section 19990(g) lists as another incompatible activity
an employee’s failing to devote his or her full time, attention, and
efforts to state employment during hours of duty. Section 19990
goes on, however, to require that every state agency adopt a
more detailed Statement of Incompatible Activities in which the
agency describes any other activities that present incompatibility
problems specific to the work that the agency performs. To fulfill
this mandate, HCD adopted a Statement of Incompatible Activities
that expressly prohibits any employee from engaging in outside
employment with any for-profit or nonprofit entity that does
business with the HCD division for which the employee works.

Section 8314 of the California Government Code further
amplifies the prohibition against using state-compensated time
for purposes unrelated to state employment. This section makes
unlawful any state employee’s use of public resources—including
state-compensated time—for personal enjoyment, private gain or
advantage, or any outside endeavor not related to state business,
except for incidental or minimal use.

As a means of avoiding conflicts of interest among public officials,
Section 87302 of the California Government Code, which is a

part of the Political Reform Act, requires the employees of a state
agency who are in a position to make or influence governmental
decisions to disclose the income they receive from outside sources
that may be affected by their decisions. The employees must make
this disclosure annually by filing a Statement of Economic Interests.
Under Section 87207(a) of the California Government Code, an
employee’s disclosure that he or she accepted such income must
specify certain information about the amount of the income
received and about what was provided, if anything, in exchange for
the income. The California Government Code, Section 81010(b),
then requires the agency to review the statement to determine
whether on its face it conforms with the requirements of the
Political Reform Act.

Section 19572(f) of the California Government Code provides
that state employees have a duty to behave honestly with their
state employer, and any acts of dishonesty may be cause for
disciplinary action.

Finally, the California Government Code, Section 13401, mandates
that all levels of management at a state agency must be involved in
assessing and strengthening the agency’s administrative controls to
minimize fraud, errors, abuse, and waste of government funds.
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Facts and Analysis

Our investigation revealed that in December 2006 the employee
was serving in a full-time position with HCD. She had applied for

a similar full-time position at the nonprofit and was successful in
obtaining that position. The nonprofit is a national organization,
with a major business center in California, that acquires and
develops housing for a variety of low-income populations, including
families, seniors, and people with special needs. The nonprofit
receives approximately 40 percent of its funding for California
projects in the form of grants from HCD.

The employee told the manager who hired her at the nonprofit
that she wanted to leave state service to accept the new position.
However, after accepting employment at the nonprofit, the
employee continued to hold her position at HCD. She held both
full-time positions from December 2006 until December 2007,
when the employee’s second-level supervisor at HCD was told
during a meeting with the nonprofit’s manager that the employee
was working for the nonprofit. During that meeting, the nonprofit
manager learned that the employee had not left her position with
HCD as he had understood and, therefore, immediately terminated
her employment with the nonprofit. The employee later resigned
from HCD after it served her with a notice of disciplinary action.

The Employee’s Work at the Nonprofit Was Incompatible With Her
Employment at HCD

As previously explained, HCD’s Statement of Incompatible
Activities expressly prohibits any HCD employee from outside
employment with any for-profit or nonprofit entity that conducts
business with the division of HCD at which the employee works.
Although our investigation did not identify any instances in

which the employee personally performed work on a project that
involved the nonprofit, the division of HCD in which the employee
worked did a significant amount of business with the nonprofit.
The employee’s dual employment therefore constituted an
impermissible incompatible activity.

Shortly after the employee accepted employment with the
nonprofit, HCD’s legal counsel gave a copy of HCD’s Statement

of Incompatible Activities to the employee under circumstances
discussed later in this chapter. Additionally, in May 2007, HCD
provided the employee with a memorandum, also discussed

later in this chapter, which explicitly advised the employee that
she could not perform work for the nonprofit while she was
employed by HCD because doing so would constitute a prohibited
incompatible activity. When we interviewed the employee, she

The employee held full-time
positions at both HCD and the
nonprofit from December 2006
until December 2007.

9
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The manager at the nonprofit
estimated that the employee was
present at the nonprofit’s office

an average of 30 hours per week
during hours that the employee was
scheduled to work for HCD.

assured us that she had understood the memorandum when it was
given to her in May 2007. The employee nonetheless continued
her dual employment for seven additional months, in violation

of HCD’s prohibition against incompatible activities. As a result,
the employee created an appearance, during the period of her

dual employment, that the nonprofit had an unfair advantage in
obtaining funding from HCD, and that the nonprofit might receive
more favorable treatment during HCD’s monitoring and oversight
of the nonprofit's HCD-funded projects.

The Employee’s Misuse of Her State-Compensated Time Was Also
Incompatible With Her Employment at HCD

At HCD the employee was required to work Monday through
Friday from 7 a.m. to 4:30 p.m. At the nonprofit during the same
period, the employee was generally expected to be available for
work Monday through Friday from 8 a.m. and 5 p.m., although the
nonprofit allowed her significant flexibility in her work schedule
and work location. Even with this flexibility in her schedule at

the nonprofit, the manager at the nonprofit estimated that the
employee was present at the nonprofit’s office an average of

30 hours per week during hours that the employee was scheduled
to work for HCD. According to witnesses, the employee was
regularly absent from the HCD office for approximately two to

six hours during her scheduled workday. Using witness statements
and estimates from the nonprofit manager about the number

of hours that the employee was present in the nonprofit’s office,
we calculate that during the one-year period that the employee
engaged in dual employment, she was absent at least 8oo hours
from her duties at HCD. The employee nonetheless received state
compensation for those hours.!

When we interviewed the employee, she acknowledged that

during her concurrent employment, she occasionally spent
state-compensated time performing work for the nonprofit, but she
asserted that she always made up the time by staying late at HCD
or taking work home. However, the employee’s direct supervisor

at HCD, Manager A, stated that the employee rarely stayed late,
and HCD’s records for the employee’s computer use support
Manager A’s statement.

In addition to leaving HCD during her scheduled workday to work
at the nonprofit, the employee regularly arrived at HCD late and
left early. We learned about her HCD work patterns after reviewing

T We arrived at the estimate of 800 hours based on an assumption that the employee was absent
from HCD for an average of four hours per day.
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the employee’s computer records at HCD from September 2006
through January 2008, a period that includes months before and
after the employee took the job at the nonprofit. The computer
records indicate that the employee was absent from HCD at the
beginning and end of her workday for a total of 256 hours during
the period we reviewed.2 When we questioned the employee about
her work schedules at HCD and at the nonprofit, the employee
admitted that she regularly left work at HCD 30 minutes early. The
employee’s late arrivals and early departures did not appear to relate
directly to her employment at the nonprofit.

Further, the computer records indicate that the employee was
absent from HCD for the entire day on 15 separate occasions,
totaling 131 additional hours, without these absences being reported
by the employee on her time sheets and charged against her leave
balances. We were unable to determine whether these absences for
entire days were related to the employee’s dual employment.

The employee’s unauthorized absences from HCD constitute
additional incompatible activities under Section 19990 of the
California Government Code, as they are a reflection of using
state-compensated time for private gain or advantage and not
devoting one’s full time, attention, and efforts to state employment
during hours of duty. Moreover, the employee misused a state
resource—her state-compensated time—in violation of Section 8314
of the California Government Code.

Table 2 shows the estimated number of hours that the employee
was absent from HCD and the costs associated with the hours that
she was absent:

Table 2
Estimated Number of Hours That the Employee Was Absent From Work

CATEGORY HOURS ABSENT  COST OF ABSENCES
Hours absent during the middle of workdays 800 $23,409
Hours absent at the beginning and end of workdays 256 7,507
Hours absent for full workdays 131 3,771
Totals 1,187 $34,687

Sources: Bureau of State Audits’ analysis of the Department of Housing and Community
Development time sheets and computer logs, witness statements, and salary data from the State
Controller’s Office.

2 We calculated these hours by computing the difference between the employee’s scheduled
arrival and departure times and the times she logged in and out of her HCD computer.
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The employee made false

and misleading statements in
connection with the disclosures that
she made in her 2006 Statement of
Economic Interests.

We estimate that the employee failed to account on her time sheets
for 1,187 total hours of absences from HCD, and these absences
cost the State $34,687. In addition, because the employee did not
include her absences on her time sheets, her leave balances were
not charged for the hours she was absent from the workplace.
Consequently, the employee was paid by the State for these

1,187 hours she did not work in addition to receiving compensation
for the leave time she did not use.

The Employee Was Dishonest With HCD Management

In order to hide that she was working at the nonprofit, the
employee was dishonest on several occasions with HCD’s
management and legal counsel about her relationship with the
nonprofit. For example, in mid-December 2006, even though she
was already a full-time employee of the nonprofit, the employee
told Manager A that she wanted to start performing part-time
volunteer work for the nonprofit. Manager A responded by
directing the employee to discuss the issue with HCD’s legal
counsel. The employee subsequently met with an HCD attorney

to discuss her “proposed” work for the nonprofit, which she then
described as paid employment. The employee apparently told

the attorney that her duties at the nonprofit would be unrelated

to her job duties at HCD. She later provided information to the
attorney that appeared to indicate that the nonprofit received no
funding from HCD and has no business interests in California.
Based on the inaccurate information supplied by the employee, the
attorney may have indicated that the employee might be allowed to
engage in the proposed dual employment. However, the attorney
informed us that he never formally responded to the employee’s
inquiry about the proposed employment. The employee asserted
to us that because HCD’s legal counsel did not provide a formal
communication about whether it would be acceptable for her to
work at the nonprofit while working at HCD, she continued to work
for the nonprofit.

As another example of dishonesty, the employee made false and
misleading statements in connection with the disclosures that she
made in her 2006 Statement of Economic Interests. In March 2007
the employee filed an annual Statement of Economic Interests

for the 2006 calendar year. In the statement, she disclosed on a
Schedule C that the nonprofit had been a source of income to her.
However, while the employee correctly identified the name of the
nonprofit and her business position with that entity, she failed to
disclose the amount of income she received. The employee also
failed to disclose that the income was provided as salary, and
indicated that she had been performing consulting work for the
nonprofit instead of serving as an employee. When questioned
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by Manager A about this Statement of Economic Interests,

the employee falsely told Manager A that she completed the
schedule because she had received a one-time gift of travel and
accommodations from the nonprofit so that she could visit its
headquarters outside of California and learn about a prospective
employment opportunity with the nonprofit. She gave this
explanation to Manager A even though the schedule she used to
disclose receiving income from the nonprofit clearly states that it is
to be used to report income other than gifts and travel payments.

Manager A recounted that she subsequently notified HCD’s

legal counsel about the employee telling her that the employee
had received a gift from the nonprofit. In May 2007 HCD’s legal
counsel drafted a memorandum to the employee in response to
the employee’s stated interest in working for the nonprofit and
her claim that the nonprofit had given her a gift of travel. This
memorandum, delivered to the employee by Manager A, advised
the employee that working for the nonprofit while working for
HCD would be a prohibited incompatible activity. In addition, the
memorandum explained that state law prohibited the employee
from receiving a gift from the nonprofit, so she must refrain from
accepting such gifts in the future. By this time, the employee had
already offered yet another story about her relationship with the
nonprofit: She told Manager A in April 2007 that she had been
performing volunteer work for the nonprofit on weekends.

Finally, in December 2007, when HCD management confronted the
employee with information confirmed by the nonprofit that she was
indeed engaged in dual employment, the employee continued to
assert that she had only been working as a volunteer. Section 19572
of the California Government Code strictly prohibits such acts of
dishonesty, which may serve as a basis for disciplinary action.

The Employee’s Supervisors Failed to Provide Adequate Supervision
and to Respond Appropriately When Given Information About the
Employee’s Dual Employment

Not only did the HCD employee pursue activities prohibited by
state law and HCD policies, but HCD’s management also failed

to properly monitor the employee’s work schedule and failed to
respond appropriately to indications that the employee was working
concurrently for the nonprofit. Through their inaction, HCD’s
management permitted the employee’s improper conduct to occur
and continue. HCD management, particularly Manager A and
Manager B, the employee’s first- and second-level supervisors,
should have noticed the employee’s extensive absences. If the

two managers did not notice the absences, they failed to adequately
oversee the employee’s work schedule. If they noticed the absences

Through their inaction, HCD’s
management permitted the
employee’s improper conduct to
occur and continue.
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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
Indications That the Employee Was Working at the Nonprofit

December

The employee begins work
at the nonprofit.

The employee tells
Manager A that she
wants to volunteer at
the nonprofit.

Two Department of
Housing and Community
Development (HCD)
employees tell Manager A
that the employee is
working at the nonprofit.

The employee outlines for
HCD legal counsel her
proposed paid employment
with the nonprofit.

2006

April

An HCD employee shows an e-mail to
Manager A that indicates the
employee is working for the nonprofit.

Manager A has a conversation with
the nonprofit manager about the
employee’s job responsibilities.

March

The employee submits her
Statement of Economic
Interests to Manager A, which
indicates that she is consulting
for the nonprofit. Manager A
questions the employee, who
states that she received a gift
from the nonprofit.

May
Manager A discusses with the employee the memo December
from HCD legal counsel about incompatible activities.
The nonprofit
manager attends a
June or July meeting at HCD and

mentions that the
employee works for
the nonprofit.

An HCD employee informs
Manager A that the
employee is still working for
the nonprofit.

HCD and the nonprofit

verify the employee’s

July dual employment.
Another HCD employee The nonprofit

informs Manager B that the terminates the
employee’s name was on employee for violating
the employee board at the  its conflict-of-interest
nonprofit. Manager B does policies and for
not recall being told this. being dishonest.

2007

Sources: HCD's records, the nonprofit’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
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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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