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Dear Governor and Legislative Leaders:

Consistent with the Omnibus Audit Accountability Act of 2006 (California Government Code,
sections 8548.7 and 8548.9), the California State Auditor (state auditor) presents this special report
to the Joint Legislative Audit Committee, Joint Legislative Budget Committee, and California
Department of Finance. This report notes that from November 2006 through October 2012, the
state auditor issued 109 reports on audits and investigations of state agencies. In those reports, we
made 1,306 recommendations and state agencies had fully implemented 1,076, or 82 percent, as of
September 2013. After following up with those agencies that had outstanding recommendations, we
determined that an additional 62 have been fully implemented and 168 remain outstanding. Similarly, the
state auditor issued eight reports to nonstate entities, such as local counties or school districts. In those
reports, we made 134 recommendations and as of September 2013 the nonstate entities had implemented
74, or 55 percent. Of the remaining 60 recommendations, we determined that eight have now been fully
implemented while 52 remain outstanding. In addition to identifying which recommendations have and
have not been fully implemented, the state auditor’s Web site contains written responses from each state
agency explaining the status of each recommendation. For recommendations that have not been fully
implemented, the Web site also provides agency responses regarding when or if these recommendations
will be fully implemented.

Our audit and investigative efforts bring the greatest returns when agencies act upon our findings and
recommendations. For example, in December 2011 the state auditor reported that the Division of the
State Architect (division) within the California Department of General Services could better ensure
the safety of school construction if the division improved its oversight of school construction projects.
As of December 2010 the division had approximately 16,400 projects statewide that it was not able to
certify as meeting state standards. Further, the division lacked a process for planning site visits, could
not always demonstrate that it visited projects during construction, and inconsistently used its authority
to order districts to stop work on projects after identifying potential threats to public safety. Without
adequate oversight of school construction projects, the division could not ensure that these projects
were completed in a manner that protected the safety of school staff and students. The state auditor made
numerous recommendations to the division, including that it establish expectations for site visits and
expand the use of both its orders to comply and stop-work orders. The state auditor also recommended
that the division implement initiatives to follow up with school districts on uncertified projects. By
October 2013 the division fully implemented all but two of the 14 recommendations the state auditor
made, which should help the division increase the safety of California’s school buildings.

If you would like more information or assistance regarding any of the recommendations or background
provided in this report, please contact Margarita Fernandez, Chief of Public Affairs, at (916) 445-0255.

Respectfully submitted,

ELAINE M. HOWLE, CPA
State Auditor

621 Capitol Mall, Suite 1200 Sacramento, CA 95814 916.445.0255 916.327.0019 fax www.auditor.ca.gov
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INTRODUCTION

As required by the Omnibus Audit Accountability Act of 2006 (Accountability Act), the California
State Auditor (state auditor) presents this report on the status of recommendations that are more than
one year old and have not been fully implemented by the entities we audited.

RESULTS IN BRIEF

State Entities

From November 2006 through October 2012, the state auditor issued 109 reports that related

to audits or investigations of state agencies. These reports were requested through the Joint
Legislative Audit Committee, legislation, or were the result of an investigation.! The state auditor
made 1,306 recommendations to the audited state agencies in those reports.2 While the state agencies
implemented many of the recommendations, the state auditor identified 230 recommendations

made to 36 state agencies that had been outstanding at least one year and not fully implemented.

Of the 230 recommendations, 166 appeared in last year’s report. Based on recent responses obtained
from state agencies, the state auditor determined that 168 of the 230 recommendations remain not
fully implemented.

Nonstate Entities

From January 2011 through October 2012, the state auditor issued eight reports that included nonstate
entities, and made 134 recommendations to these entities. While these nonstate entities implemented
many of the recommendations, the state auditor identified 60 recommendations made to 13 of these
entities that had been outstanding at least one year and not fully implemented. Further, based on
recent responses obtained from these nonstate entities, the state auditor determined that 52 of the

60 recommendations remain not fully implemented.

Importance of Implementing Recommendations

Our audit and investigative efforts bring the greatest returns when agencies act upon our findings and
recommendations. For example, in December 2011 the state auditor reported that the Division of the
State Architect (division) within the California Department of General Services could better ensure
the safety of school construction if the division improved its oversight of school construction projects.
As of December 2010 the division had approximately 16,400 projects statewide that it was not able

to certify as meeting state standards. Further, the division lacked a process for planning site visits,

T Excludes the statewide single audit (financial and federal compliance audits), which is mandated as a condition of California receiving federal
funding. The recommendations made in those audits are followed up and reported each year in the state auditor’s annual report on California’s
Internal Control and State and Federal Compliance. As of January 1, 2010, the state auditor began reporting as required on the status of
recommendations made in investigative reports. The state auditor initiated the investigations in response to whistleblower complaints or other
information suggesting improper governmental activities.

2 Excludes recommendations for legislative changes. We report such recommendations in a separate report to the Legislature.
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could not always demonstrate that it visited projects during construction, and inconsistently used its
authority to order districts to stop work on projects after identifying potential threats to public safety.
Without adequate oversight of school construction projects, the division could not ensure that these
projects were completed in a manner that protected the safety of school staff and students. The state
auditor made numerous recommendations to the division, including that it establish expectations for
site visits and expand the use of both its orders to comply and stop-work orders. The state auditor also
recommended that the division implement initiatives to follow up with school districts on uncertified
projects. By October 2013 the division fully implemented all but two of the 14 recommendations the
state auditor made, which should help the division increase the safety of California’s school buildings.

The tables beginning on page 3 summarize and provide information on recommendations issued
between November 2006 and October 2012. Table 1 shows one recommendation that was not fully
implemented as of the agency’s latest response. Because the recommendation shown in Table 1 is
from an audit issued in October 2007 and is more than five years old, it will not be reassessed by the
state auditor in subsequent reports. Table 2, beginning on page 4, summarizes recommendations that
have not been fully implemented for audits and investigations issued between November 2007 and
October 2012. As indicated in Table 2, the state auditor did not always agree with agency assertions
that certain recommendations were fully implemented. Two columns in Table 2 provide the state
auditor’s reason for disagreement. Table 3, beginning on page 24, summarizes recommendations
that have been fully implemented since last year’s report or the agencies’ one-year responses. Finally,
Table 4, beginning on page 31, summarizes all recommendations made to nonstate entities and their
current implementation status.

A
The symbol iz> appears in the tables next to the audit number whenever an audit has recommendations
to more than one agency appearing in this report. Please refer to the index below.
Index

Reference for Reports Featuring Recommendations to Multiple Entities

REPORT NAME OF ENTITY

State Entities With Recommendations—Included in Tables 2 and 3
A 2009-103 Department of Health Care Services, Department of Public Health

2009-107.1  California Correctional Health Care Services, California Department of Corrections and Rehabilitation

2009-107.2  California Correctional Health Care Services, California Department of Corrections and Rehabilitation

2010-116 (alifornia Department of Corrections and Rehabilitation, Department of State Hospitals

2010-117 Department of Finance, Department of Water Resources

2010-118 (alifornia Department of Corrections and Rehabilitation, Prison Industry Authority

2011-103 Department of Forestry and Fire Protection, Emergency Management Agency

T oo m o om O M @

2011-1M California Workforce Investment Board, Employment Development Department

I 2011-120 (alifornia Department of Transportation, Department of General Services

] 2011-129 Board of State and Community Corrections, Department of Justice

Nonstate Entities With Recommendations—Included in Table 4
K 2010-036 Counties of Amador, Humboldt, Riverside, San Diego, Santa Barbara, Shasta, and Yolo

L 2012-032 Laney College, San Diego Community College District, and University of the Pacific
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Table 1
Recommendation More Than Five Years Old That Is Still Not Fully Implemented
(Audit Issued October 2007)
NUMBER OF YEARS
RECOMMENDATION
APPEARED IN ESTIMATED DATE
REPORT TITLE, NUMBER, AND ISSUE DATE RECOMMENDATION THIS REPORT OF COMPLETION
BUSINESS, CONSUMER SERVICES, AND HOUSING
Medical Board of California

Medical Board of California: It Needs to Consider
Cutting Its Fees or Issuing a Refund to Reduce the
Fund Balance of Its Contingent Fund

2007-038 (October 2007)
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IMPLEMENTATION OF CHAPTER 452, STATUTES OF 2006 (SB 1452)

The Accountability Act requires state agencies audited or investigated by the state auditor to provide
updates on their implementation of audit recommendations. The state auditor’s long standing
practice, which is consistent with generally accepted government auditing standards, is to request
audited entities to provide written updates on their implementing audit recommendations 6o days,
six months, and one year after the audit report’s public release date. For investigative reports,

state law requires state agencies that are the subject of an investigation to provide updates on their
implementation of recommendations within 60 days of receiving the report and monthly thereafter
until the agency has taken final action. As the state auditor implemented the Accountability Act, it
retained these prescribed time frames as the intervals at which entities must report back on their
implementation of audit recommendations.

As a courtesy, in May 2007, the state auditor notified all state agencies of their responsibilities

under the Accountability Act and the state auditor’s plans for implementing these requirements.

In September 2007 the state auditor provided written notice to relevant state agencies regarding
recommendations issued since January 1, 2005, that were more than a year old and not fully
implemented. The state auditor made this determination using the agencies’ one year responses.

The state auditor requested that each of the affected agencies notify the state auditor as to whether the
agency had fully implemented the recommendation, planned to begin or continue implementation
within 9o days and the estimated date of completion, or did not intend to implement the recommendation
and the reasons for making that decision. Following this process, on January 16, 2008, the state auditor
published its first report on the status of recommendations that are more than a year old and not yet
fully implemented.

SEVENTH ANNUAL REPORT

In fall 2013 the state auditor provided written notice to audited and investigated entities regarding
recommendations that were more than a year old and not fully implemented related to reports issued
from November 2006 through October 2012. Table 1 on page 3 shows a recommendation that was
not fully implemented as of the agency’s latest responses. The recommendation shown in Table 1

will not be reassessed by the state auditor in subsequent reports because of the length of time this
recommendation has been outstanding. Table 2, which appears on pages 4 through 23, summarizes
and provides information on recommendations that the state auditor determined have not been fully
implemented. Table 3, beginning on page 24, summarizes information on recommendations that
have been fully implemented since last year’s report or since the agencies’ one-year responses. Finally,
Table 4, beginning on page 31, summarizes all recommendations made to nonstate entities from
January 2011 to October 2012 and their current implementation status.

Additional information on each recommendation is available at the state auditor’s Web site. The
Web site includes each agency’s response to the current status of outstanding recommendations.
The Web site also includes the audit or investigative report and summary, the text of the
recommendation, and the state auditor’s assessment of whether the agency has fully
implemented the recommendation, based on the agency’s response, supporting documentation,
and inquiries.
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