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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 the Department of
Finance. This report notes that from November 2005 through October 2011, the state auditor issued
106 reports on audits of state agencies. In those reports, the state auditor made 1,249 recommendations
and state agencies had implemented 1,036, or 83 percent as of September 2012. The remaining
213 recommendations made to 36 state agencies had been outstanding for at least a year and not
fully implemented. However, based on recent responses obtained from those state agencies, the
state auditor determined that 44 have been fully implemented and only 169 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 efforts bring the greatest returns when agencies act upon our findings and recommendations.
For example, in April 2011 the state auditor reported that the Commission on Teacher Credentialing
(Commission) would better safeguard students if the Commission improved its ability to process
alleged misconduct. As of the summer of 2009, the Division of Professional Practices (division) had
accumulated a backlog of 12,600 unprocessed reports of arrest and prosecution, resulting from an
insufficient number of trained staff, ineffective and inefficient processes, and a lack of an automated
system for tracking the division’s workload. These conditions appeared to have resulted in delayed
processing of alleged misconduct and potentially allowed educators of questionable character to retain
a credential. The state auditor made numerous recommendations to the Commission, including that
it develop and formalize comprehensive procedures for reviews of reported misconduct and that it
provide training and oversight to ensure that case information in its database is complete, accurate, and
consistent. The state auditor also provided specific recommendations for the Commission to revisit
its processes for overseeing investigations to adequately address the weaknesses in its processing of
reports of misconduct and reduce the time elapsed to perform critical steps in the review process.
The Commission fully implemented these recommendations by September 2012, which should help
ensure that the Commission better protects students from individuals unfit for the duties authorized
by the credential.

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

Respectfully submitted,

ELAINE M. HOWLE, CPA
State Auditor
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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 state agencies.

RESULTS IN BRIEF

From November 2005 through October 2011, the state auditor issued 106 reports for audits requested
through the Joint Legislative Audit Committee, legislation, or as a result of an investigation.! The

state auditor made 1,249 recommendations to the audited state agencies in those reports.2 While

the state agencies implemented many of the recommendations, the state auditor identified

213 recommendations made to 36 state agencies that had been outstanding at least one year and

not fully implemented. Of the 213 recommendations, 116 appeared in last year’s report. Based

on recent responses obtained from state agencies, the state auditor determined that 169 of the

213 recommendations remain not fully implemented.

Our audit efforts bring the greatest returns when agencies act upon our findings and
recommendations. For example, in April 2011 the state auditor reported that the Commission on
Teacher Credentialing (Commission) would better safeguard students if the Commission improved its
ability to process alleged misconduct. As of the summer of 2009, the Division of Professional Practices
(division) had accumulated a backlog of 12,600 unprocessed reports of arrest and prosecution,
resulting from an insufficient number of trained staff, ineffective and inefficient processes, and a

lack of an automated system for tracking the division’s workload. These conditions appeared to

have resulted in delayed processing of alleged misconduct and potentially allowed educators of
questionable character to retain a credential. The state auditor made numerous recommendations

to the Commission, including that it develop and formalize comprehensive procedures for reviews

of reported misconduct and that it provide training and oversight to ensure that case information

in its database is complete, accurate, and consistent. The state auditor also provided specific
recommendations for the Commission to revisit its processes for overseeing investigations to
adequately address the weaknesses in its processing of reports of misconduct and reduce the time
elapsed to perform critical steps in the review process. The Commission fully implemented these
recommendations by September 2012, which should help ensure that the Commission better protects
students from individuals unfit for the duties authorized by the credential.

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 that audit are followed up and reported each year in the state auditor’s annual report on California’s
Internal Control and State and Federal Compliance. This also excludes American Recovery and Reinvestment Act (ARRA) interim reports related
to Federal Compliance, as these are followed up as part of the single audit. We do not include audits where the subject is a local entity, such as a
school district or county, nor do we include follow-up audits where there are no new recommendations. Finally, we exclude the following statutorily
required non-audit reviews: FisCal Status Letter, Treasurer’s Cash Count, Statement of Securities Accountability, Data Reliability Report, and California
Medicaid Management Information System Status Letter. As of January 1, 2010, the state auditor began reporting as required on the status of
recommendations made in investigative reports. The 106 reports include six investigative reports issued since January 1, 2009.

2 Excludes recommendations for legislative changes. We report such recommendations in a separate report to the Legislature.
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State agencies’ failure to fully implement the state auditor’s recommendations can inhibit needed
improvements. For example, the state auditor reported on the child welfare services (CWS) system

in October 2011 and found that the Department of Social Services (Social Services) and county CWS
agencies could do more to protect foster children. To ensure that vulnerable individuals, including
foster children, are safe, the state auditor recommended that Social Services complete on-site reviews
of licensed facilities at least once every five years, as required by state law. The state auditor further
recommended that county CWS agencies conduct internal reviews of the services they provided prior
to the death of a child in the CWS system (death reviews). While Social Services has implemented
some recommendations, such as beginning to conduct comparisons of the addresses of its licensed
facilities and approved homes with the addresses of registered sex offenders on a monthly basis, it still
has not implemented recommendations related to on-site licensing reviews and ensuring that death
reviews are occurring. Specifically, Social Services had more past due on-site reviews in 2012 than
when we originally conducted our audit and, although it sent a memo to counties encouraging death
reviews, it has refused to take any action to determine whether death reviews are actually occurring.
The state auditor also made recommendations regarding the placement of foster children into

foster family agencies (FFAs), which cost at least twice as much as licensed foster homes and have a
40 percent administrative fee. Specifically, the state auditor recommended that Social Services analyze
and justify the increased rates paid to FFAs, and monitor the local justifications for placement of foster
children into FFAs instead of licensed foster homes. However, Social Services has not implemented
these recommendations and achieved any of the potential savings. Further, by failing to establish
adequate justification for FFA rates—a portion of which is reimbursed by the federal government—
Social Services risks financial penalties for using federal funds inappropriately.

The tables beginning on page 3 summarize and provide information on recommendations issued
between November 2005 and October 2011. Table 1 shows recommendations that were not fully
implemented as of the agencies’ latest responses for audits issued between November 2005 and
October 2006. The recommendations shown in Table 1 are from audits more than five years old
and will not be reassessed by the state auditor in subsequent reports because of the length of

time these recommendations have been outstanding. Table 2, beginning on page 5, summarizes
recommendations that have not been fully implemented for audits issued between November 2006
and October 2011. As indicated on tables 1 and 2, the state auditor did not always agree with
agency assertions that certain recommendations were fully implemented. Two columns in

tables 1 and 2 provide the state auditor’s reasons for disagreement. Finally, Table 3, beginning on
page 23, summarizes recommendations that have been fully implemented since last year’s report or
the agencies’ one-year responses.
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IMPLEMENTATION OF CHAPTER 452, STATUTES OF 2006 (SB 1452)

The Accountability Act requires state agencies audited by the state auditor to provide updates on their
implementation of audit recommendations. The state auditor’s longstanding practice, which is consistent
with generally accepted government auditing standards, is to request audited state agencies to provide
written updates on their implementation of audit recommendations 60 days, six months, and one year
after the audit report’s public release date. As the state auditor implemented the Accountability Act,

it retained these prescribed time frames as the intervals at which agencies 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 it 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 were more than a year old and not yet fully implemented.

SIXTH ANNUAL REPORT

In fall 2012 the state auditor provided written notice to state agencies regarding recommendations that
were more than a year old and not fully implemented related to audits issued from November 2005
through October 2011. Table 1, which begins on page 3, shows recommendations that were not

fully implemented as of the agencies’ latest responses for audits issued between November 2005

and October 2006. The recommendations shown in Table 1 will not be reassessed by the state

auditor in subsequent reports because of the length of time these recommendations have been
outstanding. Table 2, which appears on pages 5 through 22, summarizes and provides information on
recommendations that the state auditor determined have not been fully implemented for audits issued
between November 2006 and October 2011. Table 3, beginning on page 23, summarizes information
on recommendations that have been fully implemented since last year’s report or since the agencies’
one-year responses.

Additional information on each recommendation is available at the state auditor’s Web site. The Web site
includes each agency’s verbatim response as to the current status of outstanding recommendations. The
Web site also includes the audit 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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