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Board of Supervisors

Kern County Administrative Center
1115 Truxtun Avenue

Bakersfield, CA 93301

DECEMBER 31,2011 COMPLIANCE AND ACCOUNTABILITY REPORT
Fiscal Impact: None

County Ordinance Code 2.01.010 requires that the County Administrative Office report on the Compliance and
Accountability function no later than 45 days after December 31 on departmental compliance issues for the period July 1
through December 31,

COMPLIANCE

Post Audit Reviews

The responsibility of the County Administrative Office is to monitor and report to your Board the status of a department’s
compliance with policy and regulations after the issuance of an audit report. This fiscal year, the County Administrative
Office developed and implemented a new post audit review process that includes the Administrative Analysts reviewing
audit findings with departments, ensuring procedures are documented and identifying probable solutions to the internal
control weaknesses identified in the Auditor-Controller’s departmental audit reports. The new review process was
retroactively apphed to those audits that have been issued since the last Compliance and Accountability Report dated May
10, 2011. The reviews represent the status of the departments’ remediation efforts as of December 31,2011.

Departments are required to provide written procedures that will help to improve the internal controls that contributed to
the findings. While the department may have implemented a corrective process, if the procedure was not documented (for
purposes of the post audit review), compliance was considered still in progress. Department heads are responsible for
developing a corrective action plan. All departments have submitted plans as required for this report with the exception of
the District Attorney that indicated that it did not believe the ordinance applied to its audit findings.

Most of the departments have achieved compliance with the findings identified in the audit reports. If compliance was not
achieved for a specific finding by December 31, it is indicated as “In progress” and the analyst will be following up on the
status within 30 days. In addition, the analyst will strive to assist the department with remediation by the anticipated date
of compliance indicated on the summary. An update on “In progress” items for all departments will be provided in the
June 30, 2012 Compliance and Accountability Report to your Board.

The Fire and Animal Control Departments had extensive audit findings. The Fire Department’s report is reflective of
activity from fiscal years 2008 and 2009. The Auditor-Controller has recently completed field work for fiscal year 2010.

The Animal Control Department also continues to address internal control weaknesses. The Auditor-Controller is
completing field work on this department as well. It is anticipated there will be repeat findings for both departments. The
departments struggle with staff turn-over and the development of written procedures. Animal Control has met with
representatives from the Chameleon system and improvements in security have been implemented. While improvements
were made, there are still limitations in the system that may contribute to future findings. The analysts will continue to
assist the departments with implementing the corrective action plans that have been proposed. '
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The post audit review summaries are attached for the following departments that had audit reports issued during this
reporting period:

Department Audit Summary | Department Audit Summary
Report Page # Report Page #
Date Date
Fire 11/30/2010 1 KMC —Accounts Payable 6/14/2011 13
Probation 5/3/2011 2 KMC - Inventory 6/14/2011 14
DSA —Administration 5/10/2011 3 District Attorney 6/28/2011 15
Engineering, Surveying & | 5/24/2011 5 Animal Control 8/9/2011 17
Permit Services
County Counsel 6/7/2011 7 Aging & Adult Services 9/20/2011 20
Ag and Measurements 6/7/2011 8 Airports 9/20/2011 21
Department of Human Services 6/7/2011 9 Personnel 9/27/2011 22
Planning 6/7/2011 10 Library 10/4/2011 23
Treasurer-Tax Collector 6/7/2011 12

GOVERNMENT ACCOUNTABILITY ORDINANCE UPDATE

The Kern County Government Accountability Ordinance 2.01.010 has been reviewed to determine if any changes are
necessary to accommodate the newly implemented post audit review process. It has been determined that the process in
place conforms and complies with the current presentation of the ordinance and no changes are deemed necessary at this
time.

HEALTH INSURANCE PORTABILITY AND ACCOUNTABILITY ACT (HIPAA)

The Health Insurance Portability and Accountability Act (HIPAA) of 1996 applies to all entities that use, generate or
process health information and includes rules to assure that patient information remains private. All covered entities must
comply with the regulations regarding protection of personal health information. Kern Medical Center, Mental Health
and Public Health Services Departments are covered by HIPAA. As the administrator of the County health plan, the
County Administrative Office also comes under the jurisdiction -of HIPAA. While each of the covered County
departments has privacy officials, the law requires one central public contact for HIPAA-related privacy issues. Your
Board designated an Administrative Analyst as the County Privacy Officer. The County Privacy Officer has worked with
the departments to address and resolve any complaints that have been identified to the Officer and the required corrective
action plans have been developed. In addition, administrative requirements have been reviewed with each department to
ensure that the County is complying.

RED FLAGS

The Fair and Accurate Credit Transactions Act of 2003 requirements, also known as the “Identity Theft Red Flags Rule”,
became effective November 1, 2009, and is enforced by the Federal Trade Commission (FTC). This federal program is
designed to protect and provide awareness to the public regarding the requirements of creditors with accounts covered by
these rulles that are now required to do more than just provide data security. Red Flags rules and programs are designed to
detect when stolen information has been used to purchase goods or services.

On August 18, 2009, your Board was apprised that Kern Medical Center, Mental Health Services, and Public Health
Services Departments were identified as requiring implementation of a Red Flags program under the guidelines
established by the FTC. Each department created a Red Flags written policy and training program, which was presented
to and approved by your Board on December 15, 2009. In 2010, the “Red Flags Clarification Act” was published, which
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narrowed the term “creditor” to exempt those situations where the provider performs the services and thereafter bills the
recipient of the service and does not use consumer reports, furnish information to consumer reporting agencies, or those
that extend the credit. Although this currently exempts both Mental Health and Public Health Departments from program
requirements, future actions such as using a collection agency for outstanding balances would, in fact, define the
departments in question as “creditors” and would then require the departments to re-implement the Red Flags program.
Kern Medical Center, however, does enforce their Red Flags policy and has submitted their 2011 annual Red Flags report
to the County Administrative Office. There were no reportable actions identified durmg this reporting perxod

ETHICS
CODE OF CONDUCT

The County Administrative Office is in the process of developing a Code of Conduct to be applicable to all County
employees. The Code is a central guide and reference for users in support of day-to-day decision making. It is meant to
clarify the County’s mission, values and principles, linking them with standards of professional conduct. In practice, it is
used interchangeably with a Code of Ethics.

In Section 406(c), the Sarbanes-Oxley Act defines “code of ethics” as such standards as are reasonably necessary to
promote: 1) honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between
personal and professional relationships; 2) full, fair, accurate, timely and understandable disclosure in the periodic reports
required to be filed by the issuer; and 3) compliance with applicable governmental rules and regulations.

The proposed County of Kern Code of Conduct will be presented to your Board this fiscal year.
CONCLUSION

As required by County ordinance, this report provides your Board with an update on departments’ compliance with
County policies and procedures as identified through the audit process. This office will continue to assist departments in
reaching resolution of the audit findings. The County Administrative Office looks forward to presenting to your Board
the proposed Code of Conduct that strives to promote core practices of good government and key behaviors of trustworthy
leaders.

Therefore, IT IS RECOMMENDED that your Board receive and file this report.

County Admlmstratwe Officer

JN:NL:BUD_COMP Dec 2011 Report
Attachments

cc: All Departments
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Dear Ms. Lawson:

I am writing to address your concerns regarding my office’s failure to provide a corrective
action plan regarding the audit for the years 2009-2010. You indicated in your e-mail of
January 3, 2012 that my office was the only one of seventeen departments not to provide such a
plan and you would need to note a reason in your report. You seemed dissatisfied with the
response of my Administrative Officer, Scott J ohnson, wherein in an e-mail to Sandra Quigley
dated December 29, 2011 he responded that the ordinance did not seem applicable to the audit
findings. I fully agree with Mr. Johnson's response, but please allow me to clarify further.

Kem County Code of Ordinance, section 2. 10.010, subsection (C) specifically states you
are responsible as the chief compliance and accountability officer "for implementing and
enforcing policies and procedures aimed at ensuring transparent and accountable county
operations that comply with federal and state laws and regulations as well as county ordinances,
and administrative and department procedures, including board directives." Further on in that
same section it states the department head shall file a written plan of corrective action with you
“after written notice of non-compliance with the foregoing laws and regulations.” This has been
interpreted by Mr. Johnson and other members of my staff to mean we need only file a corrective
action plan for a violation of "laws and regulations," of which the District Attorney's Office had

none.

While the audit did reveal certain shortcomings in office procedures (all of which have
now been addressed), nothing rose to the level of a violation of the law or a regulation.
Therefore I do not believe I need to submit a corrective action plan. Moreover, even if my
interpretation is incorrect, I find it somewhat incongruous that I should have to submit a
corrective action plan for minor audit violations, all of which occurred during my predecessor's
administration. To ask me to do more is, in my opinion, a waste of my time that could be better
used to do the job I was elected to do.
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Finally, I am offended by the inclusion in the report of the matter regarding the cell
phones used by the Bureau of Investigation. Countless hours were spent on meetings between
members of my office and the Auditor-Controller's Office regarding cell phones, Sprint v.
AT&T. The issue of cell phones was NOT a part of the audit but the Auditor Controller's Office
chose to include it in the audit rather than do a separate report to the Board of Supervisors.
Although I think they were well-intentioned in that regard, I think it is safe to say we do not agree
on the cell phone issue. 1do take issue with the statement that my office's use of Sprint cell
phones is costing the County of Kern $5,000 per year. That simply is not true. I would ask you
to remove that portion of your report that references cell phones, as it was not an audit finding.

In conclusion, I would like it noted that the memorandums submitted by Mr. Johnson in
response to the audit findings reflect my agreement with the steps taken to remedy issues that
arose during Mr. Jagel's administration. If you would like to discuss any of these issues further,
please do not hesitate to contact me.

Sincerely.

Lisa’S. Green
District Attorney
cc: Sandra Quigley
Scott Johnson
John Nilon

Jon McQuiston
Zack Scrivner
Kike Maggard
Ray Watson
Karen Goh




