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Cover Photo:

The Los Angeles County Criminal Courts Building. Located on the corner of Temple and
Springs Streets, in downtown Los Angeles, this building is the home of the Los An-
geles County Grand Jury.

Back Cover Photo: Courthouse Hill

Called Telegraph Hill, Poundcake Hill, and probably several other names, this round
little knoll at the foot of Bunker Hill-Fort Moore Hill ridges was flattened in order to
erect Los Angeles High School, ca. 1872-73. 1t was moved to Fort Moore Hill about
1885-86, in order to make way for the new red sandstone courthouse. The courthouse
‘tself was built 1888-1889, after the hill was nearly leveled to prepare the site. In 1935,
After some damage by the 1933 earthquake, the courthouse was torn down and for
years, some temporary buildings occupied the site.

Photos Below: Rendall Panorama

The panorama seen below depicts the main portion of Los Angeles in 1869. The photo
was taken from the site where the Criminal Courts Building now stands. The steep-
roofed structure in the left foreground is the First Episcopal Church in Los Angeles.-
Behind it and to the right is the Temple Block. The structure with the clock tower far-
ther to the right is the Old Market Building, built by John Temple in 1858. Photos cour-
tesy California Historical Society/Title Insurance and Trust Co., Los Angeles. Histori-
cal information provided by Bill Mason.
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This report is dedicated to the memory of Judge
E. Talbot Callister, who acted as the judicial advisor
of this Grand Jury in the early months of their term.




FOREMAN’S STATEMENT

The 1977-78 Los Angeles County Grand
Jury presents to the Board of Supervisors
and to the citizens of this County its Final
Report. This report is the result of a year’s
intensive research which involved hun-
dreds of interviews, visits to a variety of
county and noncounty facilities, and hours
of reading and discussions. While the
recommendations are the result of com-
mittees, the Grand Jury as a whole con-
sidered and approved all that appears in
this text.

Each Committee approached its task in a
similar manner but the nature of the areas
being studied led the committees to use
different investigative tools and to form
different types of recommendations. While
some proposals are very specific, others
are philosophical in nature.

The Grand Jury was assisted in both its
civil and criminal functions by the guid-
ance of Judge William Hogoboom, Pre-
siding Judge of the Superior Court for
Los Angeles County, by the counsel of
Judge Paul Breckenridge, Presiding Judge
of the Criminal Division, by the advice of
Deputy District Attorney Irancis Houri-
gan, by the three-month research of Ty-
rena Holley, USC graduate student, and
by the day-to-day labors of the Grand
Jury staff.

The Grand Jury determined to release
interim reports as they were completed

rather than wait to make them public at
the end of our term. The Grand Jury was
more than satisfied by the responses that
these reports received from the news
media, county officials, and the Board of
Supervisors, The news media was quick
to respond and gave us an opportunity to
communicate with the public directly.
County departments were cooperative and
willing to accept suggestions. While the
Board of Supervisors did not always agree

. with our conclusions and recommenda-

tions, they did take immediate steps to im-
plement those proposals with which they
concurred.

There is a certain limited parallel that can
be drawn between our efforts to produce
this report and those of William Mulhol-
land, the self-taught engineer who master-
minded the Owens Valley Aqueduct, for
which he was both commended and con-
demned. Like Mulholland, this Grand Jury
is self-educated; there is no degree in
Grand Jurymanship. We, too, learned on
the job. Like Mulholland, we know that
we will face both praise and criticism, but
we are undaunted.

The Grand Jury believes that our effort
must speak for itself. What happens to
this Final Report will be the decision of
the Board of Supervisors and the citizens
of Los Angeles County. We say, as Mul-
holland said at the opening of the Cas-
cades, “There it is—take it.”
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ACCOUNTABILITY IN COUNTY GOVERNMENT

A REPORT OF THE GRAND JURY
AS A COMMITTEE-OF-THE-WHOLE

The Los Angeles County Grand Jury recommends that the Board of Super-
visors place on the November, 1978 ballot a proposition to amend the County
Charter to provide for the election of a County Chief Executive who will serve
no more than two four-year terms. This Chief Executive would appoint a pro-
fessionally trained administrator. The powers and duties of both officers should be
clearly defined in the Charter. The Elected Executive would replace the current county
administrative position which has no charter definition or protections.

The Grand Jury proposed this recommendation as a result of reviews of county de-
partments and interviews with numerous county employees, various city officials, and
civic leaders. Studied were many subjects including deliverance of services, fiscal respon-
sibilities, professional management, personnel problems, citizen complaints and inter-
governmental relationships. The study focused not only on the performance of the de-
partments and the county government but also on the dependence of department upon
department, city upon county, and county upon state and Federal government. As the
Grand Jury analyzed the problems of the county and the complexities of inter-govern-
mental relations, they discovered one re-occurring weakness—the lack of accountability
at all levels of county government.

The Grand Jury believes that this lack of accountability has led to citizen unrest.
Witness the initiatives of the last decade. These initiatives underscore the public’s de-
mand for a more responsive government that provides better management and is fiscally
responsible. The people are frustrated.

It is also apparent from county secession movements that the cities within the county
are stymied by their inability to communicate with speed, efficiency and effectiveness
with the county “beast”.

Within the county system the Grand Jury has discovered problems both in individual
departments and in the county system as a whole that demonstrate an overwhelming
need for strong leadership. The county’s mechanical department has for years been
functioning with poor accounting techniques and without proper inventory control. Yet
no action was taken to rectify these deficiencies until the Audit Committee of the pres-
ent Grand Jury brought the matter to the public’s attention. These same inadequacies
are apparent in other departments. Thus, the weakness is not isolated and has county- -
wide ramifications.

The situation is further compounded by the current low morale of many county de-
partment heads and high echelon execatives. While the department heads are offered
little, if any, constructive leadership, they are often publicly criticized as individuals, or
as a group, as though they were the natural enemy.

Every week, many department heads waste hours attending Board meetings and
securing support from individual supervisors and their staffs for their departments’ pro-
grams and policies. This is a consummate waste of time and energy. Instead, these de-
partment heads should be allowed to manage their departments more efficiently, thereby
saving more tax dollars, rather than squandering their time on poltical maneuvers. The
resignation of Morrison Chamberlain as the director of Health Services has dramati-
cally brought this situation to the public’s attention.

Finally, the Supervisors who must be both executives and legislators cannot opti-
mally perform all of their functions. Each Supervisor must manage his own staff, pre-
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pare for Board meetings, supervise assigned departments, be available for constituents,
and serve on various regional commissions.

The Grand Jury is firmly convinced that the solution to these problems is to restruc-
ture county government. The creation of a County Chief Executive could be accomplished
with a minimum of disabling confusion during transition. The Grand Jury realizes that
its recommendation is not new or novel. The “County Executive” form of government al-
ready exists in 20% of the counties in the United States and has previously been
presented to the electorate of this county. But, the Grand Jury believes that now is the
time for the public to reconsider this recommendation.

The Charter Amendment offers the citizenry an opportunity to elect an executive who
is accountable, not just to a district but to the entire county. The cities would benefit; one
Executive would have consistent concern for their problems and would devise a plan for
better communication. The department heads would benefit; one Executive would pro-
vide realistic single leadership to ensure that time is well utilized and that energies are not
expended in five different directions. The Board of Supervisors would benefit; one Ex-
ecutive would free the Supervisors to establish policy and to provide long-range plans,
more consistent with modern governmental concepts. The county would benefit; one
Executive would provide more visibility to the people and to the state, Federal and re-
gional governments.

The people demand political leaders who are willing to assert themselves, who are
able to recognize situations before they mushroom into unsolveable problems, who are
capable of long-term planning that will benefit the whole community rather than indi-
vidual segments, and finally, who are willing to save the tax dollar by offering reason-
able solutions to local needs.

The Grand Jury believes this county could reach these goals by re-organizing the ex-
ecutive-legislative structure. By separating these two functions, the Board could formu-
late policies more thoughtfully and the Executive could administer these policies more
effectively than is now possible. Further, the system would provide essential checks and
balances not available in the present county structure and insure the accountability that
the system now lacks.

The Grand Jury strongly urges the Board to carefully evaluate this recommendation
and to provide the citizens of this county the opportunty to vote for the proposed Coun-
ty Elected Executive Amendment.
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AUDIT COMMITTEE

PURPOSE

Under the provisions of the California Penal Code, the Audit Committee is granted the
authority to examine the fiscal records and management needs of all Los Angeles Coun-
ty officers and departments, joint powers agencies and special districts; the fiscal records
and accounts of any incorporated city.

The Welfare and Institutions Code also requires an annual review of the Child Support
and Collection Program by the Contract Auditor of the Grand Jury.

METHODS OF INVESTIGATION

In order for the Committee to carry out its responsibilities under the Penal Code, it re-
lied upon the expertise and assistance of the following : :

Members of the Audit Committee

John Fassio, Contract Auditor, Arthur Young & Co.
Francis J. Hourigan, Deputy District Attorney
Jesse Gomez, Grand Jury Investigator

Concerned Citizens

AREAS OF REVIEW

After careful survey of the aréas which it is authorized by law to review, the Committee
selected:

SPECIAL REPORT

PURCHASING AND STORES SYSTEM

AUDITOR-CONTROLLER : AUDIT DIVISION

CHIEF ADMINISTRATIVE OFFICE: MANAGEMENT AUDIT DIVISION
DEPARTMENT OF HEALTH SERVICES: ORGANIZATION AND MAN-
AGEMENT

DEPARTMENT OF HEALTH SERVICES: FINANCIAL PRACTICES AND
POLICIES

DISABILITY RETIREMENT SYSTEM

REGISTRAR-RECORDER

FLOOD CONTROL DISTRICT

DEPARTMENT OF COMMUNICATIONS

CHILD SUPPORT COLLECTION PROGRAM

REVIEW OF 1976-77 AUDIT COMMITTEE RECOMMENDATIONS
PROPOSED ILEGISLATIVE AMENDMENTS

SPECIAL REPORT

What type of service is being delivered to the 7 ;000,000 citizens by the approximately
78,000 County employees? How is the multi-billion dollar budget being spent? Are the
various County departments efficiently and economically delivering services to the peo-
ple of Los Angeles County? Rumors about major, multiple problems in the operation of
the County Mechanical Department, apparently neglected over the past ten years, came
to the attention of the Grand Jury on July 5, 1977. The Audit Committee of the newly-
impaneled Los Angeles County Grand Jury set out to study the validity of these allega-
tions.

The Mechanical Department has the responsibility of maintaining and repairing County-
owned and leased buildings, building equipment, automotive fleets, office machines and
furniture. It also provides security guard services for the County facilities and operates
public off-street parking lots for the County.
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The delays mirrored in the following chronology concerning this one County depart-
ment are reflections of the bureaucratic entanglements that hinder County government.

July 18, 1977

July 25, 1977
October 5, 1977

November 10, 1977

November 21, 1977

November 22, 1977

November 29, 1977

December 5, 1977

December 15, 1977

December 20, 1977

December 30, 1977

February 14, 1978

February 28, 1978

Audit Report requested by the Board of Supervisors on the
Mechanical Department “Inventory Control System” com-
pleted.

More detailed Audit Report requested by the CAO’s office on
the Mechanical Department completed.

The independent Contract Auditor for the Grand Jury deter-
mines that the Auditor-Controller’s workpapers which were the
basis for his reports did not comply with generally accepted
accounting practices.

The Audit Committee learns that the CAO had conducted an
audit for two years of the Mechanical Department. The results
were still not public.

The Grand Jury requests the CAO report. First request denied.
Second request denied. The Grand Jury considers use of sub-
poena to obtain report. CAQO acquiesces.

CAO Harry Hufford indicates to the Audit Committee that
he has not read his own department’s report on the Mechani-
cal Department and states that “the Department [Mechani-
call should deliver the best service irrespective of cost.”

Audit Committee chairman meets with Supervisor Hahn, Board
Chairman of the Mechanical Department for twenty-five years.
Hahn states he has never seen the CAO audit.

As a special item on the agenda at the regular meeting of the
Board, Supervisor Hahn directs the CAO to finish its study
on the Mechanical Department and report back immediately.
Supervisor Hahn moves that the County have a “new step-up
of security and notices sent to all County employees to treat
property like it was their own . ..”

The Grand Jury issues a press release to alert the citizens of the
County to the scope of the problem in the Mechanical Depart-
ment and to create pressure to force the immediate release of
the CAQO’s study.

Grand Jury conducts an investigative hearing concerning the
ordering, receiving, and billing of materials. Vendors who con-
tract with the County are questioned to determine the extent
of the deviation from County purchasing policy.

At Board of Supervisors meeting, Matthew Jacobs, Head of
the Mechanical Department, states that although his depart-
ment’s records failed to establish theft of roofing paper, “there
had been some juggling by our people to get the job done.” He
admits that materials had been substituted without changing
invoices to reflect the substitutions.

Chief Deputy District Attorney Stephen Trott issues an office
memorandum, as instructed by the Board, outlining the need
for increased security to curtail thefts. He states: “To call this
a scandal is an exercise in pure understatement.”

Grand Jury informs H. E. Davis, Purchasing Agent, that sub-
stitution of goods by a specified Vendor raises serious questions
as to whether or not the County, in fact, received the ordered
merchandise.

Vendor’s contract cancelled.
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County-wide problems apparent from this investigation are:
1. County employees fear of reporting the misappropriation of County property to
their own department heads and to such bodies as the Grand Jury.

2. Inability to prosecute County employees because of poor inventory controls and
because of department heads’ desire to protect their own employees.

Political pressure on department directors.
Cronyism, nepotism, and in-bred sloppiness.

Major weaknesses of accounting practices in the County affecting the validity of
any audit.

6. Security laxity throughout the County as a result of not having proper law en-
forcement personnel safeguarding County property.

7. County ineptitude in dealing with sophisticated equipment.

8. Major discrepancies in County procedure not reported when discovered.

9. Board of Supervisors’ apathy creating lack of firm control over departments.
10. Board of Supervisors’ action only as crisis intervention.

S

The Audit Committee selected certain problems to be analyzed by the Grand Jury’s in-
dependent contract auditor. Established were the guidelines for conducting audits in the
CAQ’s office (Management Audit Division), the Auditor-Controller’s office (Audit Di-
vision), and in Purchasing and Stores.

CHIEF ADMINISTRATIVE OFFICE: Management Audit Division
AUDITOR-CONTROLLER: Audit Division

1. Determine the purpose of the agencies, the extent of written policies and pro-
cedures related to their audit function, and compliance with the above-mentioned
purpose, policies, and procedures.

Determine the purpose for which the agencies were formed.
Read policy and procedure manuals.

Review selected engagements to determine compliance with the above-mentioned
purposes, polices, and procedures.
Determine cost control utilized in conducting the selected engagements.

2. Determine the interrelationship of the various agencies.

3. Determine the methods utilized to establish priorities for examinations and the
method employed in staffing for such engagements.

4. Review training, hiring, and promotion practices.

PURCHASING AND STORES

Review of the objectives and their attainment for the county-wide Purchasing and
Stores Function:

® Research Charter, Ordinances, and Administration Code.

® Determine goals and objectives of each type of procurements method ( Formal Pur-
chase Order—P.0., Blanket P.O., Agreement) by discussion with P& S and user
personnel.

Determine the County-wide control over the purchasing function based on a review
of procedure manuals, flow charting of system, and limited test of transactions.

Determine the County-wide goals and objectives in connection with the warehous-
ing function by discussion with P & S Department and user personnel.

Determine the County-wide control over inventoried items by review of procedure
manuals (P & S Department and user departments), flow charting ordering sys-
tem, and a review of criteria used to determine items to be warehoused at both
P & S Department and user department stores.

—
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® Determine the extent to which inventory is held in more than one location and
document why.

® Review control exercised over purchasing process and turn around on requisitions
from stores.

The result of this portion of the study would be a broad reassessment of the roles of all
county departments (as opposed to simply Purchasing and Stores Department) in the
procurement and stocking of materials; and of the current procurement mechanisms
with the County.

The Grand Jury believes that these audits are necessary because Los Angeles County gov-
ernment exceeds in expenditures, revenues and complexity the operation of many com-
parable companies in the private sector. The County cannot and should not operate like a
country store. It cannot barter. It must list what is purchased and received. It operates
twenty-four hours a day, 365 days a year. It cannot close the door to take inventory or
to rearrange the merchandise on the shelves. Property taxes, inflation, and misappropria-
tion of County property have increased in the last ten years. The residents of the County
have become increasingly concerned about how and where the tax dollars are spent.
County programs and operations are big business and absorb an ever-increasing share
of local income.

The complexity of County government demands modern accounting systems, accurate
inventory controls, in-depth revenue and expenditure analysis and sophisticated man-
agement techniques. It is imperative that major accounting and management problems
beseiging the County be immediately recognized and resolved.

PURCHASING AND STORES SYSTEM

The Purchasing and Stores Department (PSD) is responsible for the purchase of
supplies, equipment, and services for all County departments. It manages cooperative
purchasing contracts for the benefit of several local municipalities, operates a central
store for distribution of supplies used by most County departments and institutions,
reissues and sells surplus County property, and provides printing services to County
departments.

This review concentrated on the purchasing function, the store-warechouse operation,
certain support functions, and the role of procurement personnel in other departments.
The Committee’s attention focused on the objectives of the Purchasing and Stores
function and their attainment, the degree of control exercised in the PSD purchasing
and warehousing functions, and the purposes, needs, and advantages of the various
methods of purchasing. In addition, a specific review was conducted of the control
exercised over blanket purchase orders.

PURCHASING ACTIVITIES

County Procurement Methods

The acquisition of equipment services and supplies by the County is a two-step process:
bidding and purchasing. The bidding process is used to ascertain commodity prices: the
purchasing process acquires the commodities at the ascertained prices.

The Bidding Process

IEquipment, services, and supplies needed by the County departments are normally
acquired by the Purchasing Division through competitive bidding. However, there are
circumstances in which competitive bidding procedures are not used, as in the case of
monopolies (i.e., where it has been determined that there is only one possible supplier)
or in the case of “minor” purchases (i.e.,, where it has been determined that the cost
involved in bidding would be more than the saving that could be realized through com-
petitive bidding). As a result of the bidding process, the County either issues a direct
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purchase order for the goods at that time or enters into an agreement with the vendor
to supply goods in the future at a specific price or at a discount from their standard
prices.

Competitive bids are either issued formally or informally. Formal bidding is the pre-
ferred method and is also the most time consuming. Briefly the formal bid process
entails:

Preparation of detailed specifications concerning the commodities to bhe ac-
quired.

Preparation of a list of potential bidders. (A file of bidder by commodity
group is maintained on the Department’s computer system.)

Preparation of the formal bid documents and mailing of them to the potential
bidders.

Reception of the bid responses and preparation of “bid abstrances” summar-
izing each bid.
Analysis of the bids and award of the contract.

Informal bidding is less time-consuming, and is used if the commodity to be purchased
is not expensive (usually less than $1,100), if there are few bidders, if the bidders are
not too far away, or if there is an urgent need for the commodity. The procedures fol-
lowed for informal bidding are basically the same as for a formal bid except that
normally only three potential hidders are contacted and the contact may be made by
informal request for quotation, letter, quote, or telephone instead of using a formal bid
request document,

A variation from this informal bid procedure is to purchase the goods from the previous
supplier if prices have not changed. This method is referred to as “prior bid” or “last
price.”

There are few formal rules regarding when a formal bid, informal bid, County Counsel
involvement, or other approach is required. This leaves an inordinate amount of judg-
ment to the purchasing staff.

The Grand Jury recommends that the County review the cost-effectiveness
of various purchasing mechanisms in terms of cost vs control, and develop specific
amount ranges, adjustable by inflation, within which each mechanism should be
utilized. In the meantime, require County Counsel approval or sign-off for all pur-
chases in excess of $50,000, and require the use of formal bid procedures for all
plilircdhases in excess of $5,000 unless the use of informal bid procedures can be jus-
tified.

During the review of the bidding process, the Committee noted several instances where
less than 20% of the vendors listed on the bid lists had responded to the requests for
quotations; in some cases there were as many as fifty unanswered requests. Considering
the cost involved in typing/ printing, handling and mailing these documents, estimated
to be between fifty cents and one dollar each (there are typically thirty bidders solicited
per bid) and the fact that there are in excess of 2,000 formal bids issued each year, a
considerable amount of time and money is wasted.

The Grand Jury recommends that the file of bidders by commodity group which
is maintained on the computer system be expanded to include statistics as to the
number of times: requests for quotations were sent; responses were received ; and
responses were lowest bids. These statistics could then be used as a basis to clear the
files of nonrespondants, thus reducing typing/printing, handling and mailing costs,
as well as saving computer storage space.

Another step in the process is the “paste up” of bid abstract documents. This process
appeared to be cumbersome and wasteful of spase. The procedure that is currently
being used requires that each request for quotation received be pasted side-by-side, and
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page-by-page with every other quotation received. To view the entire bid abstract some-
times requires several feet of table top or file area on which to lay out the folded
“requests for quotation”, unroll these several feet of paper to determine the awards
made in order to type a purchase order or agreement. Compounding the awkward hand-
ling, filing, and storage of the “bid abstracts” is the fact that they are retained for
fifteen years. Currently, two warehouse buildings and much of the available space in the
main office buildings is used for document storage. lmplementation of a bid abstract
worksheet would eliminate the time spent on document pasting, reduce the storage space
requirements, and make the documents easier to handle and file. The cost involved in
preparing the bid abstract worksheet should be minimal compared to the pasting time
now required.

The Grand Jury recommends that standard bid abstract worksheets be designed
on which the pertinent information can be entered for subsequent analysis and that
“request for quotations” be bound together for use as a supporting document.

When a bid is to result in an agreement, the Clerical Support unit types the agreement
using information frorn the bid document together with contract information supplied
by the buyer. While most of the contract information is fairly standard, it is retyped in
original form for each agreement.

The Grand Jury recommends that standard contract clauses be reviewed for pro-
priety by the County Counsel and be maintained on the word processing equipment
for automatic typing onto agreements whenever appropriate.

THE PURCHASING PROCESS

Direct Purchase Orders

Direct purchase orders are issued by the buyers for the one-time procurement of equip-
ment, services and supplies for the County departments and the Stores Division. The
purchase orders are addressed to specific vendors and stipulate exact commodities, prices
and delivery dates. Prior to being mailed to the vendors the orders are sent to the
Auditor-Controller, who reviews them for propriety and then, if funds are available in
the using department’s expenditure budget and approves the purchase orders. Approx-
imately one-third of all purchases are made by direct purchase.

Stores Purchase Orders

Agreements are used by the buyers as a basis to issue stores or blanket purchase orders.
Stores purchase orders are prepared by the Procurement Aids from order cards sent
from the Stores Division order-entry function. Whenever the goods are needed the pur-
chase orders are sent to the vendor, who, in turn, delivers the goods to the warehouse.
Approximately one-eighth of all purchases use this mechanism.

Blanket Purchase Orders

Blanket purchase orders, on the other hand, are basically internal documents used to
encumber funds for future user department expenditures. Once an agreement is
reached for gasoline, for example, each department planning to procure gasoline must
issue a purchase order for its anticipated annual supply. There are currently five differ-
ent types of blanket purchase orders being used, three of which result from agreements.
These three are:

Various Vendor Agreement Blankets

In this method, the purchase order is not addressed to a particular vendor, or limited
to a specific item or items, but rather procures goods from an agreement. Vendors are
not listed because the number of agreements covering this type of goods (ie., food) is
too numerous. Actual orders are placed by telephone. Departments are not subject to
a dollar limit per purchase because the best price has already been achieved by the agree-
ment. To submit the transaction for payment, departments are required to prepare a
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sub-order for each purchase. The sub-orders function primarily as a record that the goods
were received. Sub-orders and the vendor invoices are matched in the user department
and then sent to the buyers for review and approval. Finally, they are sent to the
Auditor-Controller for payment.

Muti-vendor Specified Agreement Bankets

This type of purchase order is not addressed to a particuar vendor, but the vendor’s
name and address and agreement number are included in the body of the purchase order.
Departments are not subject to a dollar limit per purchase because prices have been
determined by agreement. Actual orders are placed by telephone. To submit the purchase
for payment, departments are required to prepare a goods received form for each pur-
chase, and send the form and the vendor invoices directly to the Auditor-Controller for
payment.

Vendor Specified Agreement Blankets

A purchase order is addressed and sent to a particular vendor. Departments are not
subject to a dollar limit per purchase as prices have been determined by agreement.
Orders are placed by telephone. Whenever a purchase is made, departments are only
required to prepare a goods received form for each purchase and send the forms and
the vendor invoices directly to the Auditor-Controller for payment.

The two other types of blanket purchase orders are essentially authorities for depart-
ments to procure whatever they want from whomever they want, up to a fixed max-
imum amount. These two types are:

Various Vendor Nonagreement Blankets

A “purchase order” is prepared which is really an authority to purchase and is not
related to an agreement. These are basically an authorization to spend monies for mis-
cellaneous supplies. Departments are subject to a $500 limit per purchase. Departments
are required to get a buyer’s approval for expenditures in excess of $250. Orders are
placed by phone, and if over $250 are obtained from buyer-suggested vendors. To obtain
payment, departments are required to prepare a sub-order receipt for each purchase.
The sub-orders and the vendor invoices are sent to the Auditor-Controller for payment.
Some of these authorities to purchase have dollar limits for any given vendor (i.e., not
to exceed $10,000 with one vendor.) However, there is no current control to enforce
such limits.

Vendor Specified Nonagreement Blankets

A purchase order is prepared and sent to a particular vendor, but is not related to an
agreement. This approach is basically used for “monopoly” vendors (i.e., book publishers,
helicopter parts vendors, etc.). Departments are not subject to a dollar limit per purchase
because of the monopoly situation. To obtain payment, departments are required to pre-
pare a sub-order receipt for each purchase. The sub-orders and the vendor invoices are
sent to the buyers for review and approval, then sent to the Auditor-Controller for
payment.

The County uses these blanket purchase orders as a mechanism to control departmental
expenditures. The procedure used is as follows:

Prior to the beginning of the fiscal year, the individual departments prepare and submit
requisitions to the Purchasing and Stores Department. In these they estimate the amount
they plan to spend for various categories of goods and services that will be procured
from agreement and nonagreement vendors. The prior year’s blanket purchase orders
and actual expenditures are used to prepare these estimates.

The buyers in the Purchasing Division review the requisitions to determine the types
and volumes of goods and services for which they will need to obtain agreements.
Blanket purchase orders are then prepared from the requisitions and sent to the Auditor-
Controller.
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The Auditor-Controller reviews the blanket purchase orders for propriety and then, if
funds are available in the department’s budget, encumbers the individual departments’
expenditure budget that is entered on the purchase order.

Once the blanket purchase orders have been approved by the Auditor-Controller and
the new year begins, the departments use the blanket purchase orders as a basis to
acquire the goods and services that they need. In order to acquire the goods and services,
the departments are required to prepare either a goods received form or a sub-order at
the time the purchase made. These documents are then sent to the Auditor-Controller for
recording of the expenditure. (Sub-orders are sent to the buyers for approval before
they go to the Auditor-Controller.)

If the total actual expenditures exceed the amount authorized per the blanket purchase
order, the department prepares and submits a supplementary requisition to increase the
authorized amount. This supplement is processed in the same manner as the original
requisition.

Confirming Purchase Ovrders

Confirming purchase orders are used to acquire goods and services on short notice
(emergency situations). The procedure used in an emergency situation is for the buyers
to order the needed goods and services using the telephone or telex after they have
determined that a prior bid or last price is still obtainable or after they have solicited
three competitive bids. The confirming purchase orders are used after the fact to docu-
ment the agreed upon commodities, quantities andprices. Less than 1% of all goods are
procured in this manner.

Purchase Ovrder Checks

The County uses Purchase Order Checks (POCs), which are a comhined purchase order
and check, for the ordering and payment of goods and services when prepayments are
required. In many instances, the dollar value portion of the check is left blank for the
vendor to fill in as the exact amount may be undeterminable at the time the POC is
issued. To help insure that these POCs are not abused, the checks are imprinted with
restrictions as to the maximum amount for which they may be issued. Separate series
are used for under $25, under $100, under $2,500 and unlimited (the unlimited check
always has the amount typed in prior to sending to the vendor). Between 3% and
4% of all goods are procured in this way.

A review of the Purchase Order Check System revealed that POCs in the “under $100
series” were being used to pay the Postmaster to refill stamp machines. Because these
payments are normally for several thousand dollars, the County blocks out the restrictive
clause (less than $100) and enters the payment amount.

The Grand Jury recommends that the unlimited series be used for postmaster
checks and that the procedure of “blocking out” the restrictive amount cease, as
this effectively gives the bank authority to accept any POC check that has the re-
strictions “blocked out”.

The new Financial Information and Resources Management (FIRM) system does not
provide for the issuance of a single purchase order to purchase goods and services for
more than one organizational unit. This is particularly bothersome as the buyers attempt
to consolidate purchases of similar goods to take advantage of volume discounts when-
ever possible. This shortcoming requires the Purchasing Division to send several
purchase orders to one supplier when the organizational units are in the same de-
partment.

The Grand Jury recommends that the procedures for preparing purchase orders
involving multiple organizational units be changed to allow one form to be used
for the purchase order while still showing the organization code, purchase order
number, dollar amount, and shipping instructions for each organizational unit. The
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Auditor-Controller should modify his keypunching instruction to allow acceptance
of such a document.

Our assessment of the blanket purchase order system is that it is cumbersome and time-
consuming. It is also both ineffective and unnecessary as a control mechanism.

The system is cumbersome in the sense that each purchase order normally has two
pages of twelve copies each. The first page lists the amount and type of expenditures,
while the second page lists standard procurement terms, shipping methods, expenditure
limits, etc. These procurement standards should be included in the user departments’
procurement manuals and not typed individually for each purchase.

The system is time-consuming in the sense that it requires at least one hour to prepare,
type, review and process each of the more than 6,000 blanket purchase orders annually,
not including supplements. Additionally, a considerable amount of time is spent by the
buyer (as much as two hours per day) reviewing sub-orders (approximately 90,000
per year) and approving purchases on various vendor blankets in excess of $50. Addi-
tionally, each time a department exceeds its initial authority, it must obtain a supple-
ment which delays the procurement of goods. Also the Auditor-Controller’s personnel
must track each transaction against the encumbrances to insure that the total is not
exceeded.

The system is ineffective as a method of control in the sense that neither the sub-orders
nor the accompanying vendor invoices normally have sufficient descriptive detail to
enable the buyers to identify what was actually purchased without the buyers having to
refer to vendor agreements or other documents, which is not being done due to lack of
time.

The system is unnecessary for control in the sense that the encumbrances, which for the
most part are not technically encumbrances in accounting terms, artificially set aside a
portion of the individual department’s budget for future use. The amount of encum-
brances may be increased or decreased as long as the department’s budget is not
exceeded. In short, the control should be on each department’s line item allocation, not its
individual purchase authorities.

Basically, the blanket purchase order system is resulting in a “‘make work” project that
can be replaced by a much simpler, less costly, and less time-consuming system, without
sacrificing*any actual controls.

The Grand Jury recommends that blanket purchase orders only be used and en-
c_umt_;ered for contract services, leases, rentals, etc., where there is a contracted ob-
ligation to pay a stipulated amount periodically.

To replace the blanket purchase order system, the individual departments should
issue departmental purchase orders directly to agreement and nonagreement ven-
dors. The orders to nonagreement vendors should still be subject to dollar limit
controls. After January of each year, all departmental purchase orders in excess
of $250 should require prior approval by the Auditor-Controller.

The Purchasing Division should re-evaluate the dellar limit control points on non-
agreement departmental purchases and establish a single dollar limit control point.
For procurements under this limit the individual department should issue the
purchase order. For larger procurements, the Purchasing Division should issue
the purchase order, thereby eliminating the current process whereby departments
call in for buyers approval, but order the goods themselves.

Al] purchasing documents prepared by the individual departments should be sent
directly to the Auditor-Controller and the Auditor-Controller should amend its
computer system to include certain basic audit checks, such as insuring that ven-
dors actually have agreements with the County, and identifying total payments to
each agreement and non-agreement vendor to insure that agreement limits and
purchase “fragmentation” rules are being complied with.
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As mentioned above, the buyers spend a considerable amount of their time reviewing
departmental sub-orders placed against certain blanket purchase or_de_rs. The basic pur-
pose of that review is to ascertain the propriety of the purchase. This includes determin-
ing whether the proper type of blanket was used, the proper vendor was selected, the
prices were in accordance with an existing agreement or that they appear to be reason-
able, and whether authorization was given for various vendor purchases over $250.

In addition through this review the buyers are expected to monitor the individual
department’s overall purchasing activities, checking for such things as excessive amount
of purchases from a single nonagreement vendor, and subdividing orders to stay under
approval amount limits. They are also expected to keep track of the type of purchases
from nonagreement vendors in order to determine if the volume usages indicate that
agreements should be made.

From discussions with buyers and a review of their activities it appears that they do not
have the time available to properly review each and every document, the means of col-
lecting and calculating data by vendor or commodity, nor do they have the inclination
to do this type of work, as they were employed to be purchasing agents. Furthermore,
since this review is perfomed after the goods have actually been purchased and received
by the departments, there is little that the buyers can do if they identify a problem
except cause more paperwork to be generated.

If the County expects the buyers to function efficiently and effectively they must be sup-
plied with certain necessary operational and statistical information, such as the value of
purchases by vendor, agreements, commodities, and departments. Presently there is a
complete void of operational and statistical information concerning the purchasing activi-
ties of the County. As an example, our estimate of the total annual value of purchase
orders issued may be off as much as $50 million dollars because this type of statistical in-
formation does not currently exist.

The Grand Jury recommends that systems and procedures be established to collect
and report operational and statistical information related to the procurement ac-
tivities of the County as an expansion to the FIRM system.

All purchasing documents prepared by the individual departments should be
sent directly to the Auditor-Controller. The Auditor-Controller should amend the
computer system to include certain basic audit checks such as ensuring that ven-
dors actually have agreements with the County, and identifying total payments
to each agreement and nonagreement vendor to insure that agreement limits and
purchase “fragmentation” rules are being complied with.

STORES ACTIVITIES

In mid-1977 the PCD warehouse operations, including the stock on hand, were consoli-
dated with those of the Probation Department and the Building Services Department
and moved to their current location in the City of Commerce. This move and consoli-
dation resulted in a number of problems from which the material function within the
County has yet to recover.

A primary problem was the fact that the warehouse was not physically ready for the
County at that time. A portion of the transferred stock could not be properly stored
because locations within the warehouse had not been assigned. These goods were moved
in and stored at one end of the warehouse until locations could be assigned.

A second problem was the conceptual design of the new warehouse system, which dif-
fered drastically from the system used in the old facility. In the old facility goods of
a similar nature were stored together, while under the new warehousing concept goods
are assigned to locations based upon the physical nature of the goods. This new con-
cept allows stock to be stored wherever storage space is available. As storage require-
ments for merchandise change, additional locations can be assigned to the particular
items. Thus, with respect to operations, goods received are physically placed anywhere
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in the warehouse which fits their physical characteristics. These locations and the stock
identification numbers are then entered into the computer system, which in turn provides
warehouse personnel with both stock and location numbers to allow easy retrieval of
goods when they are requisitioned.

With respect to physical layout, stock is only segregated due to physical handling require-
ments. Thus items requiring security, fire protection or refrigeration, for example, are
stored in specialized locations. In addition, a separate area, “Repack,” has been desig-
nated to segregate opened cases and to allow the picking of noncase items from a single
area in the warehouse.

The implementation of a new computer system for inventory control and distribution
processing occurred in November of 1977. Apparently the system was not fully tested
or ready to be implemented at that time. Furthermore, no parallel processing was per-
formed to validate the accurate functioning of the system prior to operational use.

The new system is designed primarily as a “pre-bill” system. Invoices and produced
only if merchandise is available according to computer records. These invoices are then
used as picking documents by warehouse personnel in filling requisitions. The system is
also designed to handle only a small volume of “post-bill” entries (will calls and con-
firming orders).

Because of the early warehouse move and computer system emplementation, the Stores
Division was faced with location and quantity problems in the warehouse and computer
errors. Portions of the system were not operational and without available information,
purchasing of replenishment stock was halted for six weeks. The Division was also
significantly understaffed at the time, with over ten positional unfiilled.

As of April, 1978 the County is still suffering from the effects of the change in loca-
tions and warehousing systems. Overtime worked in March in the Store’s Division ex-
ceeded 1,400 hours and personnel are working full time to place goods in their correct
locations. The County is still in the process of finding and correcting programming
errors. Portions of the system are still not operational and many management analysis
treports, including inventory control reports, are unavailable for decision making and
control.

Considering the current environment, it was not surprising to find a number of problems
during our study of the Stores Division. Stores personnel were extremely cooperative
and were aware of existing problems. They were faced with:

Significantly higher volumes of back orders (estimated at over three times last
year’s average volume).

Tncreased “will calls” and confirming orders (up to 80 per day), but steadily
decreasing.

Abnormally long processing times.

The net result of these problems was that user departments could not rely on the
Central Store to provide goods on a timely basis and began to purchase goods directly
which previously had been purchased in bulk quantities by the Stores Division, This study
of the Stores Division was focused on the effectiveness of current operations and pro-
cedures minimizing any investigation of existing computer problems of which Stores
personnel were aware. Two major types of studies were conducted: reviews of process-
ing times and follow-on reviews to determine potential causes of lengthy time elements
in the process.

Processing Time—Related Problems

In the Stores Division, the time it takes to process requisitions from receipt to final
delivery of merchandise is the key to providing good service to County departments. In
order to determine the effectiveness of this process, processing times were calculated for
selected samples of nonfood and nondrug requisitions during December, March and
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April. Processing time was measured work days, from the receipt of requisitions, data
entry of requisitions, printing of invoices and shipping of merchandise to the final
delivery of merchandise.

The Grand Jury recommends the following:
Place all Stores orders on the telephone to expedite deliveries.

Begin immediate validation of the physical location of stock. This will require
a new sort and list program on the computer by physical area of the ware-
house (location number) and weekend audits by the Auditor-Controller team.

Consider modification of the computer system to add a “check digit”—
preferably an alpha character—to the location code to avoid continuous
errors in computer records of stock locations.

Issue the new Stores catalogue in modules as soon as possible to begin to
update user departments as to what is available. If this cannot be com-
pleted by August 1, 1978, develop a formal notification program to cover
changes since the last catalogue in Spring of 1977.

Use the “will call” form as a basis to move stock to computer-indicated
locations when inaccurate locations are encountered. This will require
adding the location cone shown on the tab run on to the “will call” form.

Modify the computer programs to print secondary and tertiary locations
as well as the primary location on all shipping documents. This will allow
the warehouseman to find the stock if the location is incorrect.

Develop a formal program to keep primary locations restocked and move
some daytime personnel to a graveyard shift to support a faster turn-
around of items out-of-stock at the primary location. For large orders
(more than the primary area “safety level”) consider modifying the rules
regarding disposition of picking orders on which an item is out of stock
at the primary location. Specifically, instead of issuing a “snag” order,
consider assigning such orders to a graveyard warehouseman assigned
to continuously restock primary areas and fill such orders. (This should
allow same day delivery of most orders whether the primary area is
stocked or not, if stock is on hand somewhere within the store.)

Modify the computer program to print alternative delivery pays if the
initial run is missed due to delays in the store.

On all store orders which will be placed on the telephone verify case sizes.

If currently stocked sizes differ from case sizes now being delivered by
vendors, vendors must be required to notify the inventory control unit
immediately to fill orders from current stock.

Modify the computer system to provide for substitute item numbers to be
listed for all insufficient in-stock orders where identical items are avail-
able in different case sizes. Consider including a case conversion table to
allow the computer to automatically fill orders in one case size to be filled
partially or completely from substitute case sizes.

Develop a plan for implementing an effective “repack” system.

Once the Stores catalogue is reissued, reroute incoming requisitions di-
rectly to the data entry function and have order control personnel deal
only with the rejects. (This will save several days of delay, same time in
the Order Control Unit, but result in user departments receiving incor-
rect goods when they submit incorrect units of orders. However, this
should cause users to improve their accuracy, resulting in less work for
all involved parties and speedier delivery.
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If the County expects the buyers to function efficiently and effectively they must be sup-
plied with certain necessary operational and statistical information, such as the value
of purchases by vendors, agreements, commodities, and departments. Presently, there is
a complete void of operational and statistical information concerning the purchasing ac-
tivities of the County. As an example, the committee’s estimate of the total annual value
of purchase orders issued may be off as much as $50 million dollars because this type of
statistical information does not currently exist.

Other Problems

In our analysis of processing times, it appeared that some out-of-stock situations occurred
because of nonreceipt of goods ordered by the Stores Division. Thus, a sample of pur-
chase orders, indicating nonreceipt of goods ordered, were selected to determine if late
deliveries were a primary cause of increased stock-out. The purchase orders selected
were identified as not yet received for items back ordered on the Back Order Status
Report. Our investigation revealed that the receipt of goods ordered does not appear to
be abnormally late; actual delivery times were within reason of estimates. A program-
ming error, now fixed, caused the majority of purchase orders to appear as unfilled on
the Back Order Status Report. However, no current reports are prepared to assist in
the follow-up of late purchase orders. Thus, until this segment of the new system is
operational, the control over such purchase orders is completely a manual process. For
example, an invoice for four screwdrivers, for a total price of over $3,000, was one of
the errors brought to our attention.

The Grand Jury recommends.

The computer system be modified to stop producing negative prices, quan-
tities and totals on invoices, as well as incorrect positive figures.

Test and implement reports be designed to provide Order Control person-
nel with management data on usage, outstanding purchase orders, etc.
This should assist in speeding up ordering and minimizing out-of-stock
conditions.

The CAO, Purchasing and Stores, and EDP should review the viability
of the warehousing concept, the computer system, and the ability of the
equipment and hardware to handle existing and future growth require-
ments. This review should include a determination of whether the com-
puter system should be modified or replaced and develop a plan to do this.

Further consolidation of warehousing be delayed until the problems are
corrected and the ability of the warehouse and the computer system to
handle higher volumes is assessed. In addition, the use of mini-warehouses
at major office buildings should also be delayed.

Security Considerations

Several times during the review of the Stores Division the guard post at the entrance to
the facility was unattended. Discussions with the security personnel revealed that there
is only one guard on duty at any one time, and that he must vacate the post for approx-
imately one hour each work day to open and close the Purchasing Division building which
is located nearby.

The main duty of the security guard is to ensure that merchandise does not leave the
premises without proper authorization. To assist him in carrying out his duties, he
uses a close circuit video monitoring system. The video system has three monitors, two
of which are in the Purchasing Division building and are used to monitor the hallways.
The_thi}‘d video monitors a back door of the warehouse. The main problems with the
monitoring system are that (1) it has to be left unattended whenever the security guard
needs to attend to a visitor to the premises or when he has to handle a security problem;
and (2) the monitors are not located where they would be most useful; e.g., at all re-
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mote access points of the warehouse facility. Security is especially important now because
the inventory control systems are in such bad shape.

The Grand Jury recommends overlapping work shifts of the security guards so
that the facility is not left unguarded at any time, relocating the two monitors,
which are presently within the Purchasing Division building to cover remote ac-
cess points, and replacing them with an alarm.

VARIOUS VENDOR BLANKET PURCHASE ORDER STUDY

In order to perform this study, copies were obtained of various vendor nonagreement
blanket purchase orders that were issued through mid-February. There were approxi-
mately 760 blanket issued with a total value of approximately $13 million. The docu-
ments were analyzed on a department-by-department basis in order to determine where
the most money was spent and consequently where our in-depth review would be conduct-
ed. For each of the departments, several of the larger blanket purchase orders were
selected and then examined with the sub-orders that had been issued against them.
The examination included a verification as to whether:

Proper approval had been obtained for all purchases.

Ttems purchased could have been obtained from the Stores Division or an agree-
ment vendor.

Departments. were circumventing the control limits by fragmenting orders to
vendors.

Adequate control procedures were used.
Excessive amounts of purchases were made from a single vendor.

Lack of Standards

There are instances where departments find it difficult to locate documents supporting
the issuance of sub-orders, file each type of document (requisitions, sub-order, vendor
invoice, receiving report and payment voucher) separately, file by voucher number ; and
departments where only 20% of the supporting documents could be found. The Grand
Jury recommends that the Auditor-Controller establish standard policies and pro-
cedures for the retention and filing of purchase support documentation.

Departmental Circumventing S tandard Purchases to Avoid Delays

There are numerous examples where the incorrect blanket purchase order was being
used, agreement iteths were charged to nonagreement blankets and Stores stock items
were being purchased on sub-orders.

These were not “clerical errors” but were done intentionally by the departments. The rea-
sons given by the departments for circumventing the system were that:

Funds had run out on the proper blanket purchase orders and supplements were
slow in being processed.

Goods could not be obtained from the Stores Division on a timely basis.

Studies condiicted on these processing times indicated that it took on the average twenty-
six days to process a supplement and forty-six days to receive goods from the ware-
house. These processing delays are excessive. However, this only means that the depart-
ments should have started processing the paperwork sooner.

The Grand Jury recommends that the Purchasing and Stores Department should
inform the departments of the lead time required for processing documents and
ordering goods.

Standard procedures should be instituted in all departments to monitor the amount
of purchases against each blanket purchase order until such time as limits on
blankets are eliminated.
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Receiving of Goods Poorly Verified

When goods are received by the departments, the person receiving this goods, or their
supervisor, is supposed to sign on the sub-orders that the goods have been received.

These sub-orders and the vendors’ invoices are then used by the Auditor-Controller as
documentation to issue warrants. A breakdown was found in this system at one of the
departments. A clerk was signing the receiving statement on the sub-orders without veri-
fying that the receiving documents (packing slips, etc.) were in order. Coupling this
with the lack of standard documentation procedure mentioned above sheds doubt on the

reliability of the sub-order as a receiving document.

The Grand Jury recommends that receiving documents be included as part of the
package sent to the Auditor-Controller or the documentation system be improved
and standardized for follow-up by the Internal Auditor.

Difficulties in Verifying Conformance with Agreements

Jecause several agreement purchases were made using the nonagreement blankets, an
attempt was made to verify that the County was receiving agreement prices. While it ap-
pears that they were, many instances were noted where the vendors’ invoices and the sub-
orders only listed part numbers and net prices. Without complete description of the
commodities and discount amounts, it is almost impossible for the departments or Pur-
chasing and Stores buyers to determine if the goods were covered by the agreements
and if the prices were correct. -

The Grand Jury recommends that Purchasing and Stores Department in conjunc-
tion with the Auditor-Controller issue new rules to ensure that vendors provide
sufficient detailed information on their invoices to enable the departments and buy-
ers to properly review them.

In some instances there were several purchases from one vendor that would probably
justify having entered into an agreement with the vendors. The problem seems to be
that the buyers do not have a system to monitor the frequency of purchases from ven-
dors.

The Auditor-Controller is modifying an existing report to include dollar value and
purchases by vendors. The Grand Jury recommends that Purchasing and Stores in-
vestigate the feasibility of using a copy of these reports until a proper information
system is developed.

The Purchasing and Stores Department is supposed to furnish some type of listing of
agreement vendors, agreement items and Stores stock items to all departments. At least
one department visited had not been receiving these listings and as a result they have
been buying agreement items from nonagreement vendors. Additionally, these listings
are not provided in such a manner that anyone can readily find the proper vendor(s)

for such a commodity which is on an agreement.

'I:he Grand Jury recommends that Purchasing and Stores require positive notifica-
tion quarterly from each County department as to whether it is receiving updates
on agreement vendors, agreement items, and Stores stock.

The Purphasing and Stores Department create a looseleaf listing in commodity
order of items on agreement. Similar to the Stores catalogue, this ‘catalogue’ should
list items, vendor contract information, prices, limits (if any) and expiration date.

OTHER PURCHASING AND STORES DEPARTMENT ACTIVITIES

The policies and procedures for the procurement of equipment, services and supplies by
the County is contained in a two-volume Standard Operating Procedure Manual. Pait |
of that manual describes the procedure to be used by the Purchasing and Stores De-
partment and Part 2 describes the procedures to be used by the operating departments.
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Part 1 was issued in 1972 and Part 2 was issued in 1974. There has been a significant
number of changes to the procedures since they were issued, but because they are bound
documents, the up-dates can not be included as part of the manual. I’gp—dates to the pro-
cedures are consequently made in the form of “Procedure Bulletins™, “Purchasing and
Stores Bulletins” and “Purchasing Division Procedures.” In addition, several special-
ized policy and procedure manuals and guides have been issued. All of this leads to a
great deal of confusion when someone needs to know what the current policies and pro-
cedures are.

During 1976, a considerable number of procedures were rewritten in a new standaljd
format and compiled in a new manual. The looseleaf contents of this manual remain
in draft form and are now also in need of revision.The Grand Jury recommends that
the Department develop a uniform system for maintaining written policies and
Procedures, utilizing a loose-leaf manual prepared in modular form.

Currently only about one-third of the requisitions for printing services are handled by
the Printing Division. The remaining two-thirds is contracted to outside vendors. The
Printing Division has the machinery to increase their capacity, but because of budget
constraint does not have the personnel to operate the machinery. The Grand Jury rec-
ommends an in-depth study of the County’s printing requirements be undertaken
to determine if it would be more cost-effective for the County to do more of its
own printing, and to what extent,

AUDITOR-CONTROLLER: AUDIT DIVISION

The primary functions of the Audit Division are to audit the accounts and records of
County departments and agencies, to make cost studies as required, to conduct audits of
special districts, judicial districts and other funds and accounts in accordance with
specific provisions of State law and to perform other specialized financial assignments
when requested to do so by the Board of Supervisors, the Chief Administrative Officer,
the County Grand Jury. In addition, the Audit Division is responsible for audits of
entities who contract with the County such as revenue sharing agents, food stamp
issuance agencies, boarding homes and institutions, operators, and numerous other
entities who contract with the County.

Secondary functions of the Audit Division include (1) the collection and verification of
revenue from franchises, concessions and rental of County property, (2) the computa-
tion of interest earned on funds deposited by the County Treasurer in local hanks and
distribution of the interest to special districts and other governmental agenies, and ( a3
processing the County’s claims for insurance reimbursement of losses sustained through
burglary, mysterious disappearance or defalcation.

AUDIT PLANNING AND DOCUMENTATION
Audit Plan

On large audits, an audit survey is performed whereby senior members of the audit
team familiarize themselves with the operation of the organization being audited. Upon
completion of the audit survey, the Senior Accountant-Auditor normally prepared audit
programs to be used in the audit. No documentation was found which summarized the
finding of the survey phase and explained the approach taken to the audit as evidenced
by the audit programs.

The Grand Jury recommends that on all audits except for limited engagements,
an audit plan should be prepared prior to the preparation of audit programs. The
audit plan should include, at a minimum the following information:

A description of the organization.
A description of significant accounting principles and methods.
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A description of the accounting sysfem.

A description of the scope of the audit, including a discussion of (1)Elec-
tronic Data Processing auditing, (2) statistical sampling and other math-
ematical techniques, (3) weaknesses in the system of internal controls
known from previous audits or determined through preliminary inquiry
and the effect of the weaknesses on audit procedures and (4) special in-
formation required for reports.

Sensitive areas; i.e., areas which are technically difficult or areas involyv-
ing a great deal of subjective judgment.

Significant accounting and auditing problems, including proposed so-
lutions.

Audit Programs

Audit programs, approved by the Senior and Principal Accountant-Auditors, are required
for each audit. On some engagements it was not feasible to determine whether the audit
programs had been approved by the Senior and Principal Accountant-Auditors prior to
the commencement of field work as the programs were not initiated and dated.

The Grand Jury recommends that audit programs be prepared and approved prior
to the commencement of field work by principal and Senior Accountant-Auditors,
evidenced by signatures and dates affixed to the audit programs.

Audit Budgets

Audit budgets by area are required for each audit. Budgets provide a valuable tool in
evaluating the scope and progress of the audit, as well as providing historical informa-
tion for planning subsequent audits. The Grand Jury recommends that the Audit Di-
vision policy requiring budgets by audit must be enforced on all audits.

Statements on Auditing Standards (SAS)

Statements on Auditing Standards, issued by the American Institute of Certified Public
Accountants refer to the auditor’s responsibilities regarding (No. 6) related party
transactions, (No. 16) the auditor’s responsibility for the detection of errors or irregu-
larities and (No. 17) illegal acts. The Division is aware of the requirements imposed by
these SAS’s. However, compliance is not documented in the working papers. Audit pro-
grams must contain specific procedures to evidence compliance with Statements
on Auditing Standards No. 6, Ne. 16, and No. 17.

Audit Time Savings

Significant time is spent in preparing routine audit schedules which could have been pre-
pared by personnel in the organization being audited. The Grand Jury recommends
that for each financial audit, the Principal Accountant-Auditor approve guide-
lines related to materiality to minimize audit time being spent investigating im-
material items; on each audit, Division personnel must explore the possibility of
using personnel from the organization being audited to assist in the preparation
of audit schedules.

AUDIT TESTING

An auditor usually expects to place some degree of reliance on the system of internal
accounting controls (unless controls are weak or nonexistent, as they are at the Mechan-
ical Department).

The auditor usually performs tests to become satisfied that there has been satisfactory
compliance with internal controls during the period being examined. Tests of compliance
with internal controls allow the auditor to decide how much reliance he is justified in
placing on particular elements of the system of internal controls and to determine the
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nature, extent and timing of the other auditing procedures. The extent of compliance
testing should be based on (1) the auditor’s preliminary evaluation of the elements of
internal accounting controls applicable to a particular phase of the audit and (2) the
degree of reliance he intends to place on these elements.

The preliminary evaluation of the system is generally accomplished by a review of pre-
vious testing results and a limited test of the system and related internal controls in effect
during the period being tested. The Audit Division performed systems reviews on the
tngagements where internal controls were tested. However, overa_ll eva%uatlons of the
systems were not documented to support the type and degree of testing being performed.

The Grand Jury recommends that on each audit of internal controls, the overall
evaluation of each system be documented in the working papers.

The intended degree of reliance the auditor desired to place on the system was not doc-
umented and, therefore, it was not possible to determine if considered. In developing the
testing approach, the auditor considers the degree of reliance to be placed on the system,
and the determination should be documented in the workpapers. The Grand Jury recom-
mends that the intended degree of reliance an auditor intends to place on a system
of internal controls be documented in the workpapers.

Another area for the consideration is the need to establish an appropriate correlation
between the impact of internal control compliance tests and tests of specific account bal-
ances. In situations where significant reliance is placed on a system of internal controls,
certain account balance testing may appropriately be reduced. This correlation between
the degree of reliance on a system of internal controls and the resulting impact on the
account balance testing should be documented jn the workpapers. The Grand Jury rec-
ommends that the correlation between the degree of reliance on a system of inter-
nal controls and the resulting impact on the nature, extent and timing of account
balance testing must be documented in the workpapers,

Statisticai Sampling

The Audit Division utilizes statistical sampling techniques on several of the Division’s
larger audits. The Senior Accountant-Auditor normally prepares the parameters for
the statistical testing, which includes the following :

Desired confidence level

Expected error rate

Desired precision level

Maximum tolerable error rate
Definition of errors for the testwork

It is the responsibility of the Principal Accountant-Auditor in charge of the audit to ap-
prove the testing method and criteria.

The statistical approach to a test and the techniques to be employed are determined by
the objective of the test, It is important that the objective be well defined. Once the
objective is established, the auditor will be in a position to define the universe and the
sampling unit and to determine what should be considered an error or difference. A
clear, concise objective of the test must be determined and documented in the workpa-
pers

There are numerous approaches to applying statistical sampling techniques. However,
in each sampling application, the auditor must determine (1) the degree of reliance to
be placed on the system being tested, (2) the precision the auditor believes he must
achieve in his testing results in order to rely on the system and, (3) the degree of risk
the auditor is willing to accept that his conclusion regarding the system is not valid, In
general, the more reliance the auditor intends to place on the system, the tighter the pre-
cision he will require and the higher the confidence level he will use.
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The Audit Division permits the Principal Accountant-Auditor on each engagement to
approve the sampling parameters. Varied approaches were observed in the selection and
use of statistical sampling techniques. While the use of individual judgment will always
be required in the application of statistical sampling, general guidelines should be devel-
oped for use by the Audit Division covering such areas as (1) method of sample selec-
tion, (2) precision levels and (3) confidence levels. The Grand Jury recommends that
the Audit Division establish guidelines in the use of statistical sampling parame-
fers covering such areas as (1) method of sample selection, (2) precision levels and
(3) confidence levels. Such guidelines would help provide a more uniform approach
within the Division in the application of statistical sampling techniques.

While the selection of sampling parameters are matters of individual judgment, these
parameters, once established, must not be revised after testing has commenced. The
Grand Jury recommends that statistical sampling procedures, such as precision,
confidence level and “maximum tolerable errort rate” must be carefully consid-
ered and selected prior to testing. If the results of the sample test do not satisfy
the testing parameters, the extent of reliance which can be placed on the system
should be reevaluated rather than changing the sampling parameters to accommo-
date the sampling results obtained.

Informal Testing

The Audit Division uses informal testing in many situations where the use of statis-
tical sampling is not practical (usually becausea valid random sample cannot be obtained)
or where limited reliance is to be placed on a system. In general, however, the reasons
for using informal sampling as well as the determination of the number of items to be
tested were not documented in the working papers. The Grand Jury recommends that
the reasons for selecting the use of an informal sampling approach be document-
ed. The intended degree of reliance on the system should be documented and cited
as the support for the number of items to be tested.

Conclusions should be drawn from the results of informal testing. While the conclusion
cannot be precisely stated in numerical terms, as in the use of statistical sampling, judg-
mental conclusions can and should be made. Any errors discovered in the testing should
be considered in the judgmental evaluation of the system. The Grand Jury recom-
mends that to determine the reliance which can appropriately be placed on the sys-
tem, the effect of errors discovered in the testing must be documented.

BLECTRONIG DATA PROCESSING - (EDEP)

The Audit Division has developed a group of auditors trained in the areas of reviewing
and evaluating EDP controls and in the use of computer assisted audit procedures. This
group performs operational audits of EDP operations and assists other audit teams
in developing and employing computer assisted audit procedures.

Statement on Auditing Standards (SAS) No. 3

In financial audits where examinations are performed in accordance with generally
accepted auditing standards, SAS No. 3 requires the auditor to determine whether EDP
is used in significant accounting applications and, if it is used, to consider EDP in the
study and evaluation of accounting controls.

:fhe Committee found that the Audit Division generally audits “around the computer”,
i.e., EDP controls are generally not reviewed and evaluated. The reason for this situa-
tion appears to be the lack of personnel qualified to evaluate controls in an EDP environ-
ment. While the Division has a group possessing EDP expertise, the group is not large
enough to support financial audit teams in their review of internal controls in addition
to the group’s other responsibilities. For example, the EDP group is currently involved
in a full-time special assignment to reprogram and supervise the inventory control sys-
tem of the Mechanical Department. This assignment with the Mechanical Department
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is expected to continue for several more months. The Grand Jury recommends that
a study and evaluation of EDP accounting controls be made (in accordance with
SAS No. 3) on each audit performed in accordance with Generally Accepted Audit-
ing Standards. Sufficient expertise should be developed with the division to permit
personnel trained in evaluation of EDP controls to be assigned to each audit
where such an evaluation is required by SAS No. 3.

Computer-Assisted Audit Procedures

The Audit Division utilizes computer-assisted audit procedures on certain audits. These
procedures range from the computerized stratification and selection of receivable bal-
ances to be confirmed to the testing of a department’s computer prograri by developing
the Division’s own computer program to duplicate and, therefore, test the department’s
programs.

Coordination between the audit team and EDP personnel involved in computer assisted
auditing procedures is not adequate. These situations have resulted in one instances in
more audit work being performed than should have heen required and, in a second in-
stance, of unsupported audit conclusions being reached based upon the results of a com-
puter assisted audit technique. The Grand Jury recommends that computer-assisted
audit procedures be designed jointly by the regular audit team and EDP person-
nel implementing the application. The audit team should clearly understand the
objectives and limitations of the testing application and be able to evaluate the
results of the application.

OTHER FINDINGS
The Grand Jury recommends the following:

Final audit reports be crossreferenced to audit workpapers.

Exit interviews between the audit engagement supervisor and studied organiza-
tions supervisor be documented in a written memorandum in the workpapers.

The Audit Division’s Operating Procedures Manual be updated on a regular basis
for new accounting and accounting developments.

CHIEF ADMINISTRATIVE OFFICE: MANAGEMENT AUDIT DIVISION

The Management Audit Division of the CAQO (Chief Administrative Officer) is charged
with the responsibility of performing management audits of County departments and
functions as directed by the Board of Supervisors. In practice, the Division performs
not only full-scope management audits, but also more limited-scope special studies with
specific objectives, as well as providing coordination for certain interdepartmental County
efforts.

The Divisional 1977-78 budget is $354,000, consisting primarily of salary costs for
_f_ﬁfteen professionals and secretarial support. The Division presently consists of nineteen
"professionals, who are organized into five management audit teams, each headed by a
team leader, and one special environmental team.

Management audits have primarily been conducted at Board request or at the request of
a County department head often with CAO input as to need. Management audits involve
not only the Division and the audited department, but other County resources as well.

Audit teams frequently include analysts from the Department of Personnel. Coordinated
studies are often performed by the Auditor-Controller and the Management Systems
Division (industrial engineering function) of the CAO, and less frequently by the Data
Processing Department. The County Counsel also provides support where requested:

Audit reports are normally submitted to the Board for approval. Departments are then
requested to submit quarterly reports to the Board detailing progress in implementitl
audit recommendations.
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AUDIT SCOPE AND EMPHASIS

The Division’s primary objective in the management audit process has been to assist
department heads to more effectively manage their department, while evaluating exist-
ing program and identifying significant cost savings have been secondary objectives.

The Program Evaluation Division is charged with the responsibility of evaluating pro-
grams, but, because of the short-term intensive nature of the budget process, must
primarily consider immediate budget concerns rather than large-scope policy questions.

The Committee believes that in the present political environment, and given the Board’s
stated objective of the past few years of reducing the number of County employees, it
would be appropriate for the audit teams to place further emphasis on the following
issues:

Cost-effectiveness and evaluation of existing programs.

Essentiality of existing services.
Overall appropriateness of present staffing and budget levels.

Because of the Management Audit Division's independence from the budget process
and ability to concentrate significant resources on a specific area for a reasonable period
of time, the management audit appears to be the most appropriate vehicle for addressing
these issues. The Grand Jury recommends that the Board of Supervisors direct the
Division place greater emphasis on cost-effectiveness, programmatic evaluation,
examination of service essentiality and evaluation of present staffing and budget

levels in all management audits.
Audit Techmques

Audit teams rely heavily upon the interview process and existing departmental docu-
mentation in conducting the audit. The teams occasionally compare costs of operations
they review with costs of other counties, historical costs to do the same job, and private
industry costs. However, this information is not included in audit reports. The Grand
Jury recommends that audit techniques include, where relevant, quantitative
methods and comparisons with other operations to a greater extent. The audit re-

port should include quantitative support for recommendations made.

MANAGEMENT IMPROVEMENT PROGRAM

Goals and objectives should be established for all divisions and communicated
to all divisional employees.

The position of (departmental) administrative deputy should be created. De-
partmental “staff” functions should be centralized and consolidated under this
individual.

Similar functions should be consolidated in the organizational structure.

A personnel manual should be developed (or updated) and its guidelines should
be complied with.

An operational procedures manual should be developed (or updated) and its
guidelines complied with.

Overtime reporting should be improved. Overtime should be more effectively
controlled.

Employee training programs should be established (or improved).

Attempts should be made through periodic staff meetings or other means to
improve communication within the department.

Duties of individuals performing tasks for which no budgeting items exist
should be reappraised to determine if the positions are necessary.
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Use of sick leave should be more closely controlled, the progress of employees
on disability status should be more carefully monitored to insure their return
to work at the earliest possible date.

Management information systems should be expanded to include workload and
backlog statistics to facilitate management of work flow and productivity.

Based on the frequency with which these recommendations were made it would appear
that many recommendations have broad applicability to most County departments. A
program of standardizing and disseminating these management policies to the depart-
ments could be of great value in summarizing the experience gained through the man-
agement audit process, alerting departments to the centralized management services
available, and facilitating future management audits by correcting some basic deficiencies
before the audit team arrives. This program could be implemented in a variety of ways,
including :
Incorporation into the budget process.

Fstablishment of a County-wide managerial training program, particularly for
department executives.

Development and implementation of a departmental management policies
manual.

Establishment of a management evaluation and improvement team.

The most effective means of implementing such a program would combine a variety of
these approaches.

The Grand Jury recommends that the CAO define and develop a Management Im-
provement Program incorporating relevant aspects of recent management audits
for application to all appropriate departments.

ELLECTED OFFICIAL AUDITS

The Committee believe that political considerations dictate that the Chief Administrative
Office through its Management Audits Division not perform audits of the departments
headed by elected officials unless so requested by them (Sheriff, Board of Supervisors,
Assessor, District Attorney). Additionally, independent considerations would indicate
that the Division not audit departments involved in the audit process itself (CAO, Per-
sonnel, Auditor-Controller). Management audits of such involved departments may
more appropriately be performed by the Grand Jury or outside consulting firms as has
generally been proposed in the following ten-year plan. Elected officials should be
given a choice of using the CAO qudit team or outside consultants hired by the Board
and operating under contract to the CAQ. If the Grand Jury conducts a management
audit near the time such a Department is scheduled for a CAO audit, this should elimi-
nate the need for a CAO or consultant audit. The Grand Jury recommends that the
Board of Supervisors direct departments headed by an elected official or directly
involved in the audit process to notify the CAO the year preceding their scheduled
review whether they wish to be audited by the CAO audit team or a consultant
hired by the Board and operating under the contract management of the CAO.

Ten-Year Management Audit Plan

The Board has adopted a Ten-Year Management Audit Plan under which all County de-
partments will undergo management audits once every ten years. Two to five audits per
year will be performed by the Division, while the remainder are scheduled to be
performed by outside consultants.

The Committee strongly supports the concept of scheduled management audits every
ten years. An analysis of management audit activity over the last ten years indicated that
budget units comprising 23% of the present County budget management audits, units
comprising 19% underwent partial audits, while uits totaling 58% were not audited at
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all. The plan is an important commitment in ensuring full County management audit
coverage in the future. Additionally, the Plan provides a mandate for the CAO to per-
form audits on a rotational basis, thus avoiding the investigatory atmosphere which is
occasionally associated with individual Board-ordered audits. The Grand Jury recom-
mends that the Board of Supervisors give high priority to the implementation of
the Ten-Year Management ‘Audit Plan. The CAO should work to curtail the non-
andit functions of the Division to the extent necessary or provide additional staff-
ing to ensure attainment of the Plan.

Coordination with the County Grand Jury

The CAO has a formal quarterly follow-up report for CAO management audits. The
Division would be an appropriate location for formal follow-up on Grand Jury manage-
ment audit recommendations as well. The Grand Jury recommends that the Manage-
ment Audit Division include in its management audit of a given department a re-
view of progress in implementing recommendations made in any recent County
Grand Jury audit of that particular department.

Coordination with the CAQ Budget Division

The Committee noted that on occasion Management Audit Division audit teams would
be in the process of performing service improvement-oriented audits while their Program
Evaluation counterparts were working toward implementation of Board-mandated
budget cuts. Coordination of these sometimes opposing objectives has both benefits and
problems. Clearly closer coordination could provide the budget analyst with greater
assistance in accomplishing budgetary objectives. However, complete separation would
help the management audit team to maintain its “independence”’. The heads of audited
departments stated that the greatest problem with the audit team was its perceived lack
of “independence’”’ from other Board and CAO objectives.

The County’s overall purposes would be better served if the budget analyst's concerns
were incorporated into the initial work plan. The Grand Jury recommends that the
management audit work plan more fully incorporate the immediate concerns of
the budget analyst. The audit team should keep the budget analyst informed of
budget progress. Consideration should be given to including the budget analyst on
the audit team where his understanding of conditions in the department can con-
tri?u(;:e to accomplishment of audit improvements in the organization being eval-
uated.

MANAGEMENT CONTROL OF THE AUDIT PROCESS

Budget and Schedule Control

The Grand Jury recommends the following:
Audits should be budgeted in terms of staff hours required.

Audit workplans should be more standardized in format and level of detail,
and better tied to study objectives.

Hours expended should be more accurately accumulated and reported by
audit for budgetary control purposes.

Standardized workplan formats including specific study objectives, staff
hour budget by task and scheduled audit milestones

More accurate accumulation of hours expended by task and audit, in-
cluding project charge numbers which specifically distinguish full-scope
audits, partial audits, audit follow-up, special studies, Countywide coordi-
nation and other activities

Individual staff load forecasting to identify potential schedule problems,
assignment of new projects and over and under utilization of staff
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Improved periodic progress reporting to include budgeted hours; actual
hours to date; estimates to complete; specific workplan items accom-

plished or in progress within or outside of schedule; and changes in audit
emphasis, workplan or scope.

Controls over management audit planing, scheduling and expenditure of
staff time should be improved.

The Audit Report

The Grand Jury recommends the following to improve readability and usefulness
of audit reports:

The inclusion of an executive summary stating study objectives, a brief
description of the department mission, overall budget and workload sta-
tistics, and a summary of key recommendations.

The addition of a summary of recommendations in matrix form, indicat-
ing priorities, recommended timing of implementation (short term long
term), organization responsible for implementation and projected quan-
tifiable benefits were applicable.

The addition of a summary of all budget changes resulting from recom-
mended staffing changes, reorganizations, and other fiscal impact items.

The possible exclusion of less important recommendations and commen-
tary from larger audit reports, to be conveyed to the department sep-
arately by letter.

Distribution of detailed findings should be continued, despite better summarization. The
format of the Audit reports should be further improved and standardized to include an
executive summary, a summary of recommendations and a summary of budget changes.
This report format is now under development.

Follow-up

At present, the Division is charged with the responsibility for ensuring that audit rec-
ommendations are subsequently implemented by the department. A vehicle which has
been used in this process is the quarterly progress report, submitted by the department to

the Board for a year’s duration after the end of the audit. The audit project team leader
then monitors implementation through the progress reporting system.

In practice, implementation of audit recommendations can take years. Because of per-
sonnel turnover and time constraints, the team leader is often not available to effectively
monitor the department’s post-audit progress. The Program Evaluation Division, which
could provide effective support in this process, is only nominally involved. When follow-
up is performed, it is usually informal and is performed in an on-call basis for the
department or as time is available.

Tt is believed that effective follow-up is vital to the management audit process, particu-
larly with respect to the CAO, who is in a unique position to ensure compliance with
audit recommendations. Formalized follow-up procedures, including maintenance of rec-
ords of the current status of each recommendation, would contribute to the overall effect-
iveness of the program. The Grand Jury recommends that a formal follow-up sys-
tem be developed to ensure that all recommendations are implemented or other-
wise dealt with. The Program Evaluation Division should be more effectively inte-
grated into the follow-up process.
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DEPARTMENT OF HEALTH SERVICES:
ORGANIZATION AND MANAGEMENT STRUCTURE

The County Department of Health Services (DHS) is the largest unit of County gov-
ernment, with a budget approaching one billion dollars per vear and approximately
24,000 employees. Its primary responsibilities are in the operation of County hospitals,
mental health programs, and community health (public health) programs, with the hos-
pitals portion accounting for about 75% of the Department’s total budget and employ-
ees.

During the period from 1965 when the Medicare/Medi-Cal laws became operative up to
the present, the responsibility of the County for provision of health services has expanded
significantly. Its clientele has greater service expectations and is demanding higher
quality and availability of health care services. Since about 1970, the financial resoutrces
of health programs available to the County have been cut back by State and Federal
sources who are, themselves, seeking to reduce health care expenses.

During this period of turmoil, since 1970, DHS has faced continuing crises which have
made it subject to pressures for better services, management controls, coordination, safety
and cost containment. An effect of this extended turmoil has been high personnel turn-
over at top levels, low esprit de corps at all levels, and insecurity as to what may hap-
pen next.

The DHS has been, for the.past five years, the most highly criticized unit of County
government. It is the largest department operated by the Board of Supervisors, the
most complex in terms of the varied services that it seeks to provide, and employs more
people with diverse occupations and special interests thanany other department.

In terms of size alone, the DHS is one of the largest enterprises operating in the Los
Angeles basin, as shown by the following employment figures:

Approximate*

Number of

Employees
Rockwell International 40,000
Lockheed Corporation 37,200
Carter, Hawley, Hale Stores 27,600
DHS 24,000
Walt Disney Productions 17,500
General Telephone 17,300
Northrop Corporation 15,510
Southern California Edison Company 12,290

*Source: Los Angeles Chamber of Commerce, 1978.

The present organization structure of County health care services was formed in 1970.
This formation consolidated the departments of Public Health, Hospitals, Mental Health,
and Veterinarian. The resultant health care unit is DHS. The primary purposes for the
consolidation of the four former departments into a single present department were:
economics of shared services, improved coordination of health services, better planning
and evaluation, and creation of a single, central authority for overall management.

The stated mission of the Department is to help individuals who live in Los Angeles
County achieve and maintain optimal status by providing a comprehensive, coordinated
and community based system of health promotion, protection and restoration which is
reflective of community needs. Within the framework of this general purpose, the De-
partment has responsibilities derived from various State and local legislative directives,
such as the State Health and Safety Code, the Welfare and Institutions Code, the Ad-
ministrative and Government Codes, the Los Angeles Public Health Code, as well as local
ordinances, administrative orders and Federal contractual obligations. Accordingly, the
Department is mandated to perform the following functions:
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Provide care for indigent persons, medically and indigent persons, Medicare
and Medi-Cal patients, and “for pay” patients in cases where such persons can-
not get adequate care in other facilities.

Provide care for all persons in emergency situations and quarantine or disaster
situations

Provide care to all persons requiring psychiatric evaluation

Fulfill the hospital inspection and enforcement function specified in the Health
and Safety Code

Provide care for clients of the Bureau of Adoptions

Investigate and inspect environmental conditions in a broad number of pro-
gram areas covering food and consumer protection.

The Department operates seven hospitals, fifty-eight health centers, one comprehensive
ambulatory hedlth center, and twenty-two mental health centers. In addition, DHS ad-
ministers nearly 850 grants and contracts valued at approximately $175 million annually.
It has ten primary program emphases, as follows:

Emergency Medicine Maternal Health

Preventive Public Health Adolescent and Child Health
Substances Abuse Primary/Acute Disorders

Mental Health Intermediate and Long-term Disorders
Dental Health Health Manpower Development

During the conduct of this study, the Committee found that DHS has been criticized by
other units of government and the public for a variety of reasons, such as:

“It is too big.”

“Tt is poorly managed.”

“Many facilities are old and run-down.”

“It is a collection of unrelated units that don’t work together.”

“Its top managers are not cost conscious.”

“It is too decentralized.”

“Many of their top people have quit in the last five years.”
It was also apparent during the course of this study that DHS has had its defenders,
who suggest in the following quotations that:

“The Board of Supervisors gets too involved in internal Department op-
erations.”

“Some supervisors’ aides think they know more about running the Department
than top managers within the Department.”

“The CAO’s office dictates arbitrary and uninformed policies to the Depart-
ment, often by junior level people with little experience.”

“The CAOQ’s office controls all the major resources but has none of the final
responsibility for health Care.”

“The County Counsel’s office acts as a delaying roadblock, often holding up
progress.”

The County Personnel Department is inflexible, unresponsive, and not service-
oriented.”

“It is impossible to recruit top quality management people at current compen-
sation levels.”

“The CAO’s office treats Department managers like felons rather than respons-
ible administrators.”

“There are no County provisions for continuing education and participation
in professional associations and societies for top-level managers.”
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- Although several of these comments, both pro and con, are extreme, many of the issues
raised have legitimate basis which are symptoms of problems which will require atten-
tion before the operating effectiveness of DHS can be maximized.

Independent Functioning for County Health Services

In many other counties in the [_Jnited States, the operation of health services has been
separated from the county or city governing board and placed under a separate unit
whose only responsibility is health care services. County hospitals in Chicago are under
the direction of a separate hospital commission which has an independent budget, per-
sonnel and purchasing policies, legal departments, and related responsibilities. This

arrangement has been most effective.

The Chicago Example

In 1969 the Illinois Legislature created the Health and Hospitals Government Commis-
sion of Cook County as an independent, nonpolitical body to operate the County’s three
hospitals. The Commission is comprised of nine members who are selected by a com-
mittee made up of representatives of the County Board, the State Health Department,
and several deans of local medical schools. In practice, it has proven to be a good work-
ing commission with loyalty only to itself. It is financed by a County property tax
which can only be used for the operation of County hospital services.

The major strength of the new Commission is that it has its own personnel system (ex-
cept pension plan), purchasing, finance and budget, legal, computer, engineering and
other departments which are independent of centralized County bureaucracy.

Other Examples

There are other examples and models of organization, such as Denver, Houston, Port-
land, Miami, and Minneapolis which offer alternatives that can be useful in isolating
possible directions for the future. It is likely that none will be exactly right for Los
Angeles, but each may offer some guidance.

In Los Angeles County, the Department of Health Services has great difficulty in ful-
filling its objectives due to two major reasons: (1) it is large and complex and (2) it
is excessively bound up by County bureaucracy and political interests. It was clear during
the course of this review that, regardless of who occupies the position of Director of the
Department, it will be impossible to carry out its obligations under the current com-
plex organizational arrangements. Specifically, the Department must be more independ-
ent and self sufficient, moving away from the checks and cross-checks from other units of
County government which delay and impede its activities.

The Grand Jury recommends that present organization of the Department must
not be altered and a special, nonpolitical study group of leading health care pro-
fessionals should be named by the Board of Supervisors to consider the cost/
benefit of an independent health commission to run County health services.

Operating Service Contracts

Significant opportunities exist for cost savings and improved quality of services by
entering into special management contracts with outside firms who specialize in the
management of hospitals. Many counties in California and throughout the United
States have studied the pros and cons of having an outside specialty managenient firm
assume total responsibility for the day-to-day management of their hospital facilities,
and many have reacted positively.

These contracts, usually for a set fee based on percentages ol gross revenue (seven
percent of gross, for example), provide that the company will employ the chief exec-
utive officer and key staff support for the hospital and will use their prior experience
to improve the management of the hospital. In some cases, the results have been spec-
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tacular and, in some cases, ansatisfactory. The size of hospitals under contract to these
firms has ranged from small (50 beds) to large (over 400 beds).

In addition to contracts for the management of entire hospitals, several other alter-
natives are available for outside contracts, such as health centers, mental health cen-

ters, dietary, housekeeping, inhalation therapy, pharmacy, personnel recruitment, bhilling
and collections, and others. Under certain circumstances, specialty firms can provide
expertise and experience 1ot otherwise available, and could allow the County to avoid
the cost of personnel hiring, training, sick leave, retirement and other employee-
related costs. At the present time, the Department of Health Services appears to have
an operating philosophy which is not amenable to contracting for large service or divi-

sions, and has not studied the cost/benefit adequately.

The Grand Jury recommends that the top management leaders in the Department
meet with representatives of service contract firms to discuss the cost/benefit of
contracting out for hospital and specific division management contracts, and ob-
tain bids for services.

Ineffective Advisory B oards

The large number of advisory boards and commissions who become involved in special
areas of Department policy and operations are uneven in their value and unpredict-
able in their actions. Several of the advisory groups have been inactive because the
Board of Supervisors has not made the appointments which would provide enough
members for a quorum at their meetings. Other advisory groups have been used as
lobbying tools by special interests within the Department whose policy positions
have been rejected through normal channels, and who see the advisory boards as ve-
hicles for their special interests.

Although the intent of the seven advisory groups to provide public participation in the
policy-making and management Process is 2dmirable, in practice their duties responsi-
bilities and overall value to the Department have not been taken seriously by the
Department or by several of the advisory groups themselves.

The Grand Jury recommends that a special committee of Department and CAO
representatives critically assess both the role and value of the advisory boards
and commissions which deal with the Department of Health Services, and should
take appropriate action to strengthen those that have real value and eliminate

those that do not, to the degree that legislative requirements will allow.

CENTRALIZED V5. DECENTRALIZED STRUCTURE

It is a basic fallacy that an organization must be entirely centralized or entirely decen-
tralized throughout its total structure. Many successful organizations are centralized in
parts of their structure and decentralized in other parts. The Department of Health
Services is, at the present time, a combination of both types, but definitely leans to 2
more decentralized structure overall. It is, for example, more closely comparable to
the independent, loosely-held together structure of a large decentralized university than
it is comparable to the tightly-knit controlled structure of a centralized military Of=
ganization.

If the Department is going to effectively carry out its programs and responsibilities at
the community level, it will be necessary to have a highly decentralized program Struc=
sure that is responsive to the needs of the neighborhoods where services are actually
provided. Conversely, n order to fulfill its administrative and managerial responsibil=
ities, it will be necessary to have a highly centralized administrative structure that canl
provide the coordinated financial, personnel, and material support that any large orgalt
ization must have. :

The Department must, in effect, be a combination of both decentralized program foctt
and centralized management focus in order to fulfill its multiple goals.
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ntralized Administration

dm’inistrative support within the Department, at the headquarters level, has not been

* trong as nccessaly. The central management functions of revenue management,

ense control, financy forecasting, staffing and budget analysis, contract manage-
tralized administrative activities have been regularly criticized by

ent and other cen : :
£ County government with whom they have come in contact. Much

ther departments O etnn : : :
 the reason for this has been indecisiveness in recent years i the Director’s office, and

Jent of orientation among top level people within the Department.

general nonmanager :
Some recent improvements have occurred in the area of revenue enhancement by central
Jeadquarters staff who have established new practices and Department-wide guidelines.

¢ will be necessary for the next Director to place a heavier emphasis on central ad-

ministrative controls and accountability among top management staff. However, it is

' also apparent thatthe Director’s own support staff must be enlarged to include experi-
enced fiscal and systems oriented professionals who can supply the management skills

. necessary to run an organization as large as this Department.

’-The Grand Jury recommends that the Department increase its centralized ad
‘ministrative control with an expanded top management staff in the Director’s
office. Within six months the Department should submit a plan to the CAO to

~ jmplement this recommendation.

Decentralized “Regional” Orgamization

A decentralized arrangement to support local: community health care programs and
cervices will be most effective in getting day-to-day services to the County’s citizens.
The present regional concept offers the most potential to integrate mental health, public
health and hospital services at the community level, although there still are people
within the Department who are not supportive of integrated mental health, public health
programs. It may be necessary to provide incentives (positive and negative) to promote
“the concept of integrated, decentralized programs at the local level, among key profes-
sionals within the Department.

The Grand Jury recommends that the development and management of the De-
- partment’s health care programs and services continue to be decentralized to em-

_ phasize community participation.

DEPARTMENT OF HEALTH SERVICES:
FINANCIAL PRACTICES AND POLICIES

The review of the selected financial practices and policies of the Department of Health

services related to the following specific areas.

“Billable” vs. Non-billable” services in selected clinics.
All-inclusive rates contrasted with itemized billing in the outpatient clinics.

The benefit of the special effort by the Department of Health Services to in-

crease revenue.

At the present time there are numerous tasks being conducted by the Department of

Health Services Administration Section that relate to improving the overall financial
practices and policies within the Department. Currently, the Financial Management
Group has implemented a Comprehensive Revenue Improvement Master Plan (CRIMP)
in an effort to improve the revenue, billing, and collection practices of the Department.

ASALYSIS OF THE PROBLEM OF “BILLABLE” vs. “NON-BILLABLE"
SERVICES IN SELECTED CLINICS

In February 1970, the Los Angeles County Board of Supervisors adopted the follow-
ing recommendations:
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That the Health/ Hospital/Mental Health department merge into one service
__to be called the Department of Health Services.

That the County adopt a personal health care delivery system utilizing both
public and private resources.

That ambulatory neighborhood health centers be established, each providing
diagnostic and primary care, and be linked to the back-up services of a hos-
pital base.

That the County contract with private physicians and dentists to compensate
for manpower shortages.

That census tracts be adopted to improve health service districting policies.

The adoption of these recommendations created special billing problems because services
being provided at the neighborhood health centers had been rendered free of charge
under the previous organizational structures. However, the new organizational struc-
ture linked the health center to a hospital, and, as a result, some services which had
been historically chargeable items at the hospital clinics were provided on a no-charge
hasis at the health centers under the old health services department structure. Therefore,
under current conditions a patient may visit a health center and receive a service free,
whereas, if that same patient visited a hospital-based clinic and received the identical
service the patient would be charged for that service.

Department of I calth Services Action on the Problem

Tn response to this problem, the Special Projects Unit in conjunction with efforts of
Revenue management within the Administration section of the Department of Health
Services was assigned the task of avaluating the feasibility of implementing a billing
system within the health centers. In conjunction with this evaluation, the Unit was also

assigned the task of developing the billable vs. non_billable policies for the health centers.

In order to assess the feasibility of billing for health center services, the special Unit
conducted a study on the potential cost effectiveness. The approach to the study included
the identification of clinic-visits by class-of-payer-by-clinic. The billable units of service
were multiplied by the billing rates to arrive at a gross revenue amount. The gross rev-
enue was adjusted for estimated payment to arrive at the estimated cash that would
be generated by billing these services. The adjustment for payments was based upon
the Schedule of Maximum Allowances for Medi-Cal payers, the current interim reim-
bursement rate of 70% for Nedicare payers, and the John Wesley collection percent-
age of 4% for self-pay payers.

Currently, there are fifty-three health care centers and approximately another ffty
satellites of the centers that are located within the five designated health services
regions within Tos Angeles County. For the fiscal year ended June 30, 1977, there were
04,049 clinic sessions which treated 1,876,639 patients for an average of twenty Dpa-
tients per clinic session. There is an uneven distribution of the patient load among
these clinics and their satellites. Criteria for establishing a new health care center O
satellite are often in response to external forces rather than any overall long-range plan

that had been developed hased upon proper demographic and financial considerations

The Grand Jury recommends that the Department of Health Services develop
overall long-range plan for providing ambulatory neighborhood health services
Statistics indicate that such a plan would reduce the number of health centers an
satellites without sacrificing the quality of care being provided and would also
sult in additional financial savings.

The Department has conducted a special study on the potential cost effectiveness Of
ing for health center services that have been identified as billable. The study ind!
that the net billable revenue would amount to approximately $27 million; however:
Department estimated that only $0 million of this potential revenue could be I
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in cash. The Grand Jury believes that the development and implementation of
_strong billing and collection procedures would generate substantially more cash
than the Department has estimated. A plan for implementing such a billing system

- would include:

Developing written policies as to what is billable versus what is not bill-
able. The Department has already done much of this work.

Immediate action by the Board of Supervisors on these recommended
written policies. Delays in the decision making process could jeopardize the
Department’s efforts to make improvements in the billing system.

Communicating the policies to the appropriate people. Policies are of no
value unless they are communicated properly to those who must implement
them. This communication process would also include a public relations task
of educating the public on these policy changes.

Developing written procedures on how the billing process is to be done.
The billing system that is developed should attempt to minimize the amount of
required paperwork. Our review at selected facilities indicates that the cur-
rent “required” paperwork has become too cumbersome and much of it does
not serve any real purpose.

Implementing the billing procedures first at those health care centers that
the Department knows would still be in existence if and when a long
range plan is developed. There is no economic justification to implement a
billing system in a center that may not exist in future long range plans.

Billing procedures should also encourage adequate screening processes.
Site visits revealed that there were signs encouraging patients to enroll in the
Medi-Cal program; however, there did not appear to be much physical effort
to screen patients for eligibility determinations.

A stronger screening process would reduce the current self-pay category of
these centers and their satellites.

Designating individuals who would be held responsible for the billing
production at the centers. However, no individual should be placed in a
position of being held responsible, unless they are first provided with the
necessary “tools” to work with. These “tools” would include well documented
billing policies and a procedures manual, a billing system, appropriate staff,
necessary training, and proper management information reports to assist them
in their assigned duties.

ALI-INCLUSIVE RATES CONTRASTED WITH ITEMIZED BILLING
IN THE OUTPATIENT CLINICS

The Department of Health Services is currently in the process of implementing an all
inclusive rate setting and reimbursement system for establishing as many as twenty-
five all-inclusive rates for various levels of care in all its clinics to replace the former
flat rate per diem system. This action is in response to a special study that was con-
ducted by Contract Consultants in 1971 and 1972.

In 1974 the Master Project proposal supported the concept of inclusive rates and in-
cluded it as one of the major goals of the project. The system was designed to allow
each facility to set as many different rates as could be supported from the financial
and statistical supporting systems. The system’s rates-setting process allows the facil-
ity to set rates which will recover all of the facility’s cost.

Tk}e information the hospitals use to set rates comes from two data-gathering systems
within the McDonnell Douglas System (MCAUTO) itself. HFC-1 is an automated
fiscal system which records historical accounting transactions and provides report in-
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formation for budgeting and control of County funds. HFC-2 records the statistical
data necessary to determine the users of service by payer class.

As previously stated, Master Project implementation of the new all-inclusive rate
structure is in process. The project is at a stage where hospital areas, such as billing,
accounts receivable, and general accounting, can be converted to either the all-inclusive
or itemized system. Conversion to the itemized system would include system design
modifications and major operational changes.

There are some groups who are affected by the Department’s decision of the charge
methodology who have expressed a preference for conversion to itemized billing. Most
of these groups object to the inclusive rate billing because of equitability of charging
based on average rather than services actually received ; and, because of the lack of
conformity and comparability to accepted practices of other health care institutions
in the community.

Department of Health Services Action on the Problem

The Health Services Administration central fiscal staff has spent a great amount of time
evaluating the pros and cons of the two methodologies. To date, some of the factors that
have been given serious consideration are as follows:

Acceptability of Billing System. Since the inclusive rate methodology differs
from the national standard practice of charging on an itemized basis, its use
requires a continuing education process both internally and externally for sim-
ilar understanding and acceptance.

Documentation Requivements for Ancillary Charges. With the inclusive rate,
separate charges are not made for each ancillary service rendered; therefore,
it is not necessary to have an individual charge slip for each instance of serv-
ice incurred in order to generate a bill.

Rate Review and Rate-Setting. With itemized billing, several thousand rates
are used and the rate review process becomes complex and time-consuming. An
inclusive rate system deals with only a few dates and makes the rate review
and rate-setting process simpler.

Central Supply and Inpatient Planning. County hospitals currently issue cen-
tral supplies and inpatient pharmaceuticals as ward or clinic stock rather than
to individual patients. A change to itemized billing would mandate major op-
erational changes in this practice.

Claims Procedures. Currently, outpatient billing is done monthly to all payers,
with Medicare and Medi-Cal claims submitted with a single generalized diag-
nosis for all services that month. A review was done by the Department of the
Contra Costa County billing system, which is currently converting its out-
patient clinics from an itemized billing to an all-inclusive billing. The review
indicated major problems with itemized outpatient billing, in that multiple
claims must be provided during a particular month because the ancillary serv-
ices must be related to a particular visit and diagnosis. These problems include
matching visits and ancillaries, obtaining proper diagnosis codes, and produc-
ing multiple claims. Contra Costa County plans a conversion to inclusive rates
to minimize these problems by being able to use a monthly claim with a diag-
nosis since it will charge only for clinics.

Accuracy on Ancillary Slips and Logs. Experience with stratified rates and
HFC-2 detail ancillary data collection Stats 1 have indicated severe problems
with completeness, legibility, and accuracy of ancillary data. A minimal error
rate is essential for itemized billing in order to avoid lost charges. A higher
degree of inaccuracy can be tolerated with inclusive rates which are dependent
upon statistical averages. Establishment and maintenance of the discipline an
controls necessary for itemized billing appears to be a major stumbling block
in conversion at this time.
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Evaluation

The basic premise in rate-setting is that a hospital or clinic must obtain sufficient
funds to cover its total financial requirements. Financial requirements for DHS hos-
pitals and clinics would include:

Operating expenses.

Increased working capital requirements.
Fixed asset acquisitions.

Debt service.

The overall rate-setting process includes:

Establishing goals and objectives, converting these goals and objectives into
a plan.

Determining budgetary objectives.

Developing operating budgets.

Compiling and receiving operating budgets.

Identifying other financial requirements.

Allocating operating expenses and other financial requirements to the appro-
priate revenue centers established for the hospital or clinic.

Developing rate schedules.

The above mentioned approach to rate-setting assumes a rate structure in which all
payers contribute their fair share. However, many outside constraining factors in the
reimbursement mechanism itself prevent hospitals and clinics from fully applying these
principles, the result being a highly fragmented and often inequitable method of pay-
ment for services. External forces continue to influence the rate-setting mechanisms. To
date, there are twenty-six states that have imposed either a voluntary or mandatory
rate-setting/rate review process which has emphasized the cost justification of price
increases from an incurred cost increase basis to a budgeted cost increase basis. This has
placed considerable emphasis on a degree of budgetary accuracy and sophistication
which has been relatively uncommon among health care providers. This prospective
basis of reimbursement is and will continue to be the trend, in some of these programs,
government hospitals are exempt from the rate review process; in others they are not.
With the current concern and national interest in the rising cost of our health care de-
livery system, it can be anticipated that any future rate-setting/rate review program will
most probably include the government sector as well.

In reviewing the feasibility of converting the existing outpatient inclusive rate to an
itemized billing rate, the Committee noted the following problems that affect the deci-
sion as to which rate structure is most suitable for DHS outpatient operations:

There are fundamental problems with the overall goals and objectives of the
Department. Many of these issues were addressed in our Report on Depart-
ment of Health Services: Organization and Management Structure.

In attempting to gather data for evaluation, some basic communication prob-
lems were detected between the faculty operations and the Department’s cen-
tral staff.

Currently, there are problems with the accumulation and accessibility of
the Administrative Services group.

Similar problems also existed with statistical data.

The Department has established a timetable to convert from the MCAUTO
system to the County’s own data processing system. The initial phase of this
conversion has begun, in spite of the fact that the conversion process to
MCAUTO itself is already eighteen months behind schedule.
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To address these problems the Grand Jury recommends the following:
It would be untimely at this point to convert to an itemized billing system for out-

patient services. Because of the nature of the delivery of the ancillary services
converting only outpatient services to an jtemized rate would further compound
the problems. It would be more beneficial for the Department to perfect and cor-

rect the problems with the existing revenue system.

Goals and objectives need to be established by the Board of Supervisors. These
goals should be expressed in quantifiable terms, be practical and attainable, thor-
oughly understood by those responsible for their attainment, and formulated
into a workable plan.

There is need for development of more positive helpful attitudes and basic lines
of communications between facility operations and the Department’s central staff.

An effective management control and reporting system should be implemented
to satisfy management information needs. The MCAUTO system has such re-
porting capability. However, the reports are often not disseminated to proper
levels of management, or are disseminated but net always as a management tool.

Steps must be taken to correct the problems with the HFC-1 statistical system.
In addition, the HFC- system should be perfected and implemented as soon as
possible. Further delays in this area may jeopardize the Department’s Medicare
and Medi-Cal Reimbursement.

THE BENEFIT OF THE SPECIAL EFFORT BY THE DEPARTMENT
OF HEALTH SERVICES TO INCREASE REVENUE

The Department has experienced difficulty in the past with its revenue, billing and ac-
counts receivable functions. Problems in these areas had caused the County to lose a
substantial sum of reimbursement from the Medicare and Medi-Cal programs due to
the application of Section 233 of Public Law 02-603 which limits reimbursement from
these programs to the lower of cost or charges. The deficiencies in recording the
revenue contributed to this problem as did the delinquency in submitting billable claims. -
This billing delinquency further contributed to an increase in the number of days’ rev-
enue in accounts receivable.

Department of H ealth Services Action on the Problem

In an effort to improve the situation, the Board of Supervisors authorized the employ-
ment of an additional 275 employees to work solely on the revenue generation phase of
2 “Revenue Action Plan” beginning July 1, 1977. One hundred and ninety positions
were authorized for the facilities and another eighty-five were assigned to the Depart-
ment’s headquarters. In addition to the day-to-day tasks, the Headquarters group was
charged with the responsibility of implementing the recommendations made by the
Auditor-Controller’s office and the prior year’s Grand Jury Auditors. As a part of the
overall effort to improve the Department’s collection effort a portion of the collection
function was delegated to the County’s Department of Collections.

The entire revenue generation and collection effort is directed by the Deputy Director
of Administration who is responsible for:

Headquarters Administrative Services
Contract Management

Financial Management

Personnel Management

Legislative and Governmental Management
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. sess the cost effectiveness of this special billing effort, the eighteen month period

as o : 4 :
ing evaluated was divided into three six-month periods:

June, 1976 e December, 1976
January, 1977 — June, 1977
July, 1977 — December, 1977

he first period was identified as the base period and did not include any special billing
orts. The Committee first determined the percentage of collection in terms of abso-
te dollars for each of the three periods and found that collections had improved from
overall average of 49% of billings in the first period to 61% in the second and third
riods. In absolute dollar amounts collections improved from $100 million in the first
tiod to $144 million in the third period. The receivables at October 31, 1977 were

ﬁe totals included those receivables with the Department of Health Services and those
ith Department of Collections. The balance was divided as follows:

Department of Collections $169.3 million
Revenue Management 158.7 million

$328.0 million

his balance includes an adjustment to delete $90.8 million dollars which included old
ed, and uncollected accounts of $31.9 million and other adjustments of $58.9 million.

hese other adjustments included reductions for such reasons as administrative adjust-
ments, statute of limitations, County costs, Public Health, and teaching and research.

To further evaluate the special billing effort, two overall reasonableness tests were per-
formed. The first employed the use of an overall average to compare dollars collected
er dollar spent in collection efforts. The second test employed the use of the incremen-
tal concept. The evaluation was done using both absolute dollar amounts and Period I
base amounts. This means charges and costs in Period II and LII were adjusted to elim-
inate price, wage and inflation increases that occurred since Period L.

n terms of absolute dollars there has been substantial improvement in the collection
rocess and rates at the hospitals have been increased in an effort to correct the lower
f costor charges problem with the Medicare/Medi-Cal programs. The data indicates,

vever that there has been a slight decline in productivity in Period III compared with
eriod II. The vast majority of the problem is attributable to the decline in collections
t the Medical Center. Substantial progress has been made by the Department in its col-
ction efforts and results have been realized. These efforts must be continued at all facili-
es and particularly at the Medical Center and Olive View Hospital. The revenue man-
Tent group has implemented measures to investigate the problems at the Medical
enter.

he Grand Jury recommends that the County evaluate the situation on June 30,
78 and again on December 31, 1978 to ensure maximum returns for the collec-
n effort. By then there should be enough data available to determine whether
re is an improvement trend or whether the initial improvement is a one-time
ation due primarily to a catch-up in back-log billings.

ISABILITY RETIREMENT SYSTEM
e Los Angeles Employee’s Retirement Association is administered through the office
f the County Treasurer, who also serves as Secretary to the Board of Retirement and

2 voting member of the Board. The Board of Retirement is a separate entity from
e Board of Investment which manages the portfolio of the retirement association.
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In 1937 the Legislature of the State of California enacted the County Employees’ Re-
tirement Law. This law may be adopted in any County either by a vote of the people

or a four-fifths vote of the County Board of Supervisors. The latter option was taken

in Los Angeles County. The law creates a Retirement Association which includes all
permanent county employees as members and defines a Retirement Board to make de-
cisions for the membership. The structure of the Board is prescribed by law to include

nine members plus one alternate—which were held in the original law as follows: Posi-

tion one is to be held by the County Treasurer, Positions two and three are to be held

by members of the Retirement Association elected by the general membership. Positions |
four, five, six and nine are to be residents of the County selected by the Board of Super- |
visors. Position seven is to be occupied by a safety member elected through the Retire- |
ment Association and position eight is to be held by a retired member of the Retire- :
ment Association also elected by the membership.

The Board is responsible for deciding a1l retirement awards —which totalled 2213 in
1977 —yet none of the members hold positions where they can devote significant time
to Retitement Board functions. The Board may be served in the following advisory
capabilities as prescribed under the following Government Code Section numbers:
31529 “The District Attorney, or the County Counsel if there is one, is the
attorney for the Board.”
31530: “The County Health Officer shall advise the Board on medical matters
and, if requested by the Board, shall attend its meetings.”
31533 “Whenever, in order to make a determination, it is necessary to hold
a hearing the Board may appoint either one of its members or a member of
the State Bar of California to serve as a referee.”
31732: “The Board shall secure such medical, investigatory and other serv-
ices and advice as is necessary to carry out the purpose of this arficle ”

Decision-Making Process

Retirement Services Division staff estimated that 80% of claimants initially go to
Workers Compensation with their service-related injury claim. Often at this stage they
have no thought of retirement but only believe that they may obtain some remuneration
for their injury. However, the Workers Compensation definition of injury may include
work restrictions placed on the individual in order to avoid any possibility of recurrance.

It is possible, therefore, that an individual seeking some relief for a service-related injury
may be forced into full disability retirement. Since the County does not want to be
liable at this point and most supervisors would prefer a fully capable employee to oneé
with job restrictions, the individual may not be able to resume his job. Then he or she
is almost forced to pursue disability retirement and the Board generally will grant 1t
if the County will not allow the employee to return to the same job with limited Wor

restrictions.

The Grand Jury recommends that the Personnel Department determine whether
injured employees are accepted back to work as soon as possible with every con*
sideration given to accommodating any residual effects and accompanying Workt.
restrictions. :

One of the greatest problems in the Retirement Law is that it specifically prohibits T
assignment or transfer in lieu of a disability retirement allowance (section 7 55
if an employee is unable to go back to his or her previous position. This is contra
to most private disability insurance which will reimburse initially only if the individd
is unable to perform a substantial portion or all of his normal responsibilities. Then aft
a period of time, generally one to two years, the requirement changes and to ree
compensation the individual must be unable to perform any occupation for which
fitted by job training or education. In other words, he cannot refuse any employ™
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The following points explain why the employee has such great incentives to attempt
t0 obtain disability retirement.

There is no requirement to accept any other position in the County.

There is no coordination of benefits with social security or other employment
that may be obtained.

Rarely is any subsequent physical review required.

Safety members with heart trouble after five years of employment can use the

presumption clause 31720.5 “such heart trouble . . . shall be presumed to arise
out of and in the course of employment.”

Increasingly court judgments have supported claims based on the “stress-
strain” of employment.

Benefits pass through to family members on the employee’s death.

The Grand Jury recommends that substantial revisions be made in the retirement
plan based upon clearly defined objectives. Specifically in relation to disability re-
tirement the following changes are recommended:

Full disability compensation should only cover an initial period after
which the employee should receive benefits only if no other appropriate
County position is available, or he/she is completely unable to work.

All cases that do not have a terminal diagnosis should be subject to peri-
odic physical re-examination.

If an employee on disability receives Social Security, other employment
compensation, or other benefits, the total benefits should be integrated
and should not exceed normal income so there is no economic incentive to
remain on disability.

It should be clarified as to whether or not the presumptive clause ap-
{)lie%1 when a physician specifically states that the condition is not job-re-
ated.

It should be clarified as to what conditions come under the definition of
“heart trouble” and therefore are included under the presumptive clause.

To receive a disability retirement award the individual first obtains, completes and files
the necessary forms in the Retirement Division. The Division then gathers all related
information from:

The Personnel Department
Worker’s Compensation
Physicians who have treated the individual

Prior to June, 1977, all records were sent to the County Health Officers serving the Re-
tirement Board. They reviewed all the information, requested an additional examination
if they believed it was necessary and wrote an extensive report with a recommendation
to the Retirement Board. In May 1977, the County Treasurer indicated to the Board
his belief that, due to the heavy backlog, delays occurring in the time records were being
held by the County Health Officers and proposed that the Board make greater utiliza-
tion of outside physicians.

Beginning in June, the procedure was changed as follows:

For safety members claiming the presumptive clause with adequate medical
backup or if a nonservice connected disability retirement is requested and a
serious diagnosis such as cancer or degenerative disease has been established,
the records go directly to the Board with a staff recommendation for approval.

If the staff review a claim with medical reports and feels it is invalid, the
records might also go directly to the Board with a recommendation for denial.
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All other applicants are requested to schedule appointments for examination
with physicians appointed by the Board to serve as “panel doctors.” The rec-
ords along with the panel doctors’ findings are returned to the staff and then
forwarded to the Board with the staff’s recommendations.

The Board members receive all case information approximately one week prior to the
Board meeting along with a recommendation for a service award, a nonservice award,
or denial. At the Board meeting cases are considered in very rapid succession in order
to handle the volume. For this type of Board action the staff recommendations should
be very reliable. Present staffing levels along with the lack of policy direction and ad-
ministrative skill make this unrealistic. Additional problems involve the multiplicity of
judgment that must be made using minimal criteria for awards. At times there are
conflicting medical reports and at other times the mere claim of injury and inability to
work are compared to the employee’s work requirements and seem as unreasonable no
matter what the medical reports say,

The Grand Jury recommends that criteria for awards be better defined and a con-
sistent format summarizing relevant factors be adopted. The medical judgment
debate has obscured the fact that additional considerations are important and
their relevance should be part of the decision-making process. These include:

Pre-existing conditions.

Credibility of the injury account.

Job requirements and possibilities of working with physical restrictions.
Prognosis.

Often in reports and in Board consideration the attitude came through, ie., “It won't
matter if we do deny the case, they will just appeal it and win anyway.” The staff esti-
mates that of the cases denied any benefits, approximately 85% appeal. Tf service con-
nected benefits are requested and only nonservice benefits are granted, approximately
50% appeal.

These percentages are only estimates and unfortunately the facts are not known. Prior
to May, 1977, no statistical summaries were kept on an ongoing bhasis and the format
now being used is rudimentary. This lack of management information contributes sig-
nificantly to the lack of accountability of the Board’s advisory staff and frustrates its
own decision making, as totals and trends cannot be analyzed. Tt is evidence of the lack
of an appropriate administrative structure and leadership necessary to the functioning
of the Board.

The Grand Jury recommends that a strong, capable individual with appropriate
expertise be put in a position to provide administrative leadership and serve the
Board in resolving policy and procedural issues with adequate staff to perform
needed investigatory functions, The Board should reconsider the option of fund-
ing itsL own staff as provided for the sections 31522.1 and 31580.2 of the Retire-
ment Law.

The flow of the decision-making process proceeds after an appeal with a hearing before
a referee. The referees are members of the California Bar appointed by the Board to
review all evidence on hand and any additional information the claimant or his attorney
wish to present. The referee then conveys to the Board his findings and recommenda-
tion. The Board may under Government Code section 31534 -

Adopt the proposed findings and recommendations of the referee.

Read the transcript of the hearing before the referee, consider il other evi-
dence received by the referee, and decide the matter.

Refer the matter back to the referee for further proceedings with or without
instructions.

Set the matter for hearing before itself.
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+ the final phase of the claim procedure, if the claimant is still denied or will not ac-

ept a NONSErvice connected award, he/she may seek and obtain a writ of mandate. If
it is issued, the Board must comply or appeal. The appeal process takes approximately

two years.

Personnel Division Issues

' The Personnel Division for Los Angeles County has the tremendous task of finding,
maintaining and administering the employment of almost 70,000 people. All are re-
quired to have pre-employment physicals and to meet the physical requirements of the
"job classification they fall into with either light, moderate or arduous physical stand-
ards. Safety members are in the arduous category. The Director of Personnel believes
that leses than 1% get by without a pre-employment physical. If anything, there is
increasing pressure at the State and national levels to drop physical requirements as
they represent barriers to employment for the handicapped and this is viewed as an-
other form of discrimination. Hence, increasing emphasis in this area will probably
not be practical.

Another pre-employment issue is the falsification of application records. Many feel that
denial of a previous condition should negate the retirement association’s benefit obliga-
tions but County Counsel has given an informal opinion that this is not true. Once an
employee is in the system he cannot be denied benefits. The head of County Counsel
does agree that any falsification should be discouraged and would be willing to prose-
cute if a case can be verified. He does not believe that an appropriate case has come
to light to date. 5

Another suggestion was that there be a procedure so that high risk potential employees
including people already on disability retirement from other systems be asked to waive
any rights to additional disability retirement benefits. Again, this agreement would
probably not prevent an applicant from later proving that the County was legally liable.
The department believes the approach is to “select employees who are free of any sig-
nificant medical problems, particularly progressive diseases, and then to protect our in-
vestment in our employees and minimize the costs of our benefit problems by, providing
specialized preventive health programs for employees in high-risk occupations.” This
approach should be vigorously supported as it has proven very effective in industry.

A review of the Occupational Injury and Illness Recordkeeping Requirements reveals
that an elaborate system has been developed but perhaps more emphasis could be placed
on verifying what takes place at the time of injury and using this as a basis for edu-
cation and prevention. It is notable that the report itself is specifically inadmissable in
the worker’s compensation review. One would think that if an individual claimed an on-
the-job injury the first question asked would be: Did the individual file a report at the
time of the injury? Such a report in and of itself could be a prime requirement for sup-
porting a job-related disability claim.

There should be increased formal communication between the Retirement Division and
Personne] Department for the purposes of:

Assuring that “new hires” meet physical requirements.

Improving safety programming.

Preventing recurring accidents which cause disability.

Prosecuting cares where employment records are falsified.

Medical Practice Issues

Initially, the medical practice issues seemed to center on the number of retirement dis-
ability cases processed per month by the Health Officers. Reportedly, the previous doctor
processed thirty-five cases a month. The current Health Officer assigned reportedly
was only able to complete twenty reports per month and requested that additional med-
ical manpower be retained. A second Health Officer was hired half time and then
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placed on full time but the number of reports did not significantly increase. The Board’s
dissatisfaction was communicated to the County Health Officer, but changes were not
made. The Health Officers have been involved in hearings which are very time-consum-
ing, speeches, and other efforts related to physical disability ; however, this has not been
satisfactory to the Board as they believe the physicians’ jobs should be to keep current
on their review of disability cases, A Board member reported at the April, 1977 Board
meeting that each medical advisor handled average of twenty-seven disability retirement
cases over the last three months, or nine cases each month.

extent of its job relatedness.

Within one week of the treasurer’s letter, the acting Director of Health Services asked
an opinion of County Counsel: “May the Board of Retirement legally establish a panel
of private physicians to examine applicants for disability retirement, review their med-
ical records and advise the Board as to whether such persons are disabled, and if so,
whether any such disability is service connected ?” Counsel’s opinion was as follows:

“Pursuant to Section 31732 of the Government Code, the Board of Retirement may
establish a panel of private physicians to examine disability applicants, review their rec-
ords and advise the Board as to their medical condition.” "Counsel explained at length
that the provisions of the law as quoted previously in this report provide that the County
Health Officer shall advise the Board at the Board’s request but that the Board also
has the power to secure such medical service and advice as is necessary to carry out its
responsibilities and to pay for such service outside of those provided by the County
Health Officer.

certified by a doctor of their choice, have their application reviewed by lay members of
the treasurer’s staff, who then submit it directly to the Board of Retirement, bypassing
the County Health Officer and his medical advisors. Tt is stated by County Counsel memo
that this procedure substitutes lay judgment for the statutory mandate of section 31530.
However, this is not correct because the procedure states that the heart trouble must be
certified by a doctor. This means that the condition has bheen verified by a doctor.

The Health Officers themselves have noted in case reports that although they may not
believe that a heart trouble claim for 3 safety member represents a true disability they
recommended approval, because of the presumptive clause. On a specific case consid.
ered at the December, 1977 Board meeting the independent physician stated specifically
that he did not believe the heart presumption claim was justified. The question arose
as to whether the presumptive claim was conclusive and even with medical and legal
counsel present the issue was not resolved but a service connected award was made.

The next question seems to be the manner in which the panel physicians were selected
and the quality of their medical expertise. The treasurer’s original letter stated:

“The examining physician panel as determined by my staff and submitted to
the personnel department, worker’s compensation division and to the law firms
representing the applicants was found to be acceptable. The panel was also
submitted to the health officer for determining of the physicians’ specialty board
certification. As time passes we will recommend that you add or delete physi-
cians as circumstances warrant.”

The Chairman of the Board made independent inquiry as to the qualification of the
panel doctors proposed and determined that some probably were not of the highest cal-
iber and that perhaps a better method could have been followed in the selection of the
physicians. However, he believed that he personally did not have time to pursue this
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o and that it was an administrative issue up to the Retirement Division staff.

stio : . : ot
+ ess of working with the panel unsatisfactory physicians have been dropped.

e proc
¢ of the panel doctors does have the advantage that applicants are examined by a
_dcertified specialty doctor who also examines the background medical informa-
and employment information. Since more of them can be called upon they can

nish the backlog of cases and reduce the County’s expenditures for sick leave and
ker’s compensation with the early settlement of claims.

1 the process of defending their previous position vis-a-vis the retirement board, the
ounty Health Officers appear to be engaging in a power struggle which is very detri-
lental to the Board’s functioning. At the December, 1977 Board meeting, several
ijec'iﬁc questions were directed to the County Health Officers in their capacity as med-
cal advisors and they refused to cooperate on the grounds that (1) they had not received
e material in time; (2) they did not approve of the writer of the medical report they
e asked to comment on; or (3) they believed that the report added nothing and

ence refused to comment on it.

There are problems apparent with both the old and the new system; however, it would
‘appear that the new system can be improved, whereas the County Health Officers seem
to be at an impasse in terms of constructive functioning in relation to the Board. The
fact is that the old system was not processing applications on a timely basis while the new
system will enable the Board to do this and can be optimally effective ks

Quality Board-certified professionals are used.
~ They are given adequate policy direction and guidance.

They are held accountable for producing clear, comprehensive report that ad-
dress issues at reasonable cost.

Their reports are integrated with the other criteria for award by responsible
experienced staff.

Presently it has been up to the retirement staff to limit the use of panel doctors whose
reports are not definitive.

A County Health Officer should continue to be available to advise the Board of Retire-
ment on medical questions and to integrate conflicting medical information when it
occurs. Also the County’s physician may be in a better position in some cases to under-
stand the specific requirements of a certain position in order to determine whether or
not an employee’s physical condition would be too limiting to continue to perform his or
her regular duties. The medical advisor’s current position description should be appro-
priately evaluated and revised to truly reflect the requirements of the Retirement Board.
The Board has previously asked that the physicians limit their reviews somewhat so that
more cases could be handled. They refused to do this on the basis that a full medical
review was required. However, many of their reports seem unduly extensive and they
appear to focus on the human interest elements of cases which are not germane to the
ulgmlzéce medical decision as to whether a disability exists and whether or not it is job-
related.

The Grand Jury recommends that the physician panel procedure be continued. The
list of participants should continually be reviewed by competent medical staff to
assure adequacy of performance.

- That the position description for the Health Officers serving the Board be updated
and that if the current advisors cannot assume a more eonstructive stance in rela-
1;1011I to eflhe Board that alternative approaches to provide this advisory service be
explored. -

County Counsel Issues

The allegations regarding County Counsel were that they were not (1) responsive to
Iequests for opinions; (2) pursuing fraud cases; and (3) placing an adequate prior-
ity on the investigation of disability retirement questions.
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In regard to the first question of issuing legal opinions, Counsel has formulated 2 pro-
cedure which has been adopted by the departments stipulating' that requests should be
coordinated by the department chief or director. Apparently this has heen a source of
misunderstanding between the County Health Officers and County Counsel because the
County Health Officers have indicated numerous times that they helieve a given case
should be referred to County Counsel or that County Connsel should give an opinion on
a given subject but this notation has not been translated into a formal departmental
request either by the Department of Health Services or by the Chairman of the Retire-
ment Board. Counsel does respond to oral requests for advice with memos to file but even
these are generally directed hack to the respective department heads,

In pursuing fraud cases, County Counsel was queried in regard to several specific cases.
County Counsel is of the opinion at this point that there has not been a good test case.
The third issue is the question of the priorities placed by County Counsel on disability
retirement questions. There is conflicting evidence in this area. In April 1976, County
Councel communicated in writing to the Board of Retirement that it was not normally
involved in reviewing applications unless a decision was appealed. County Counsel
offered at this time to review all cases in the belief that this would make the Board’s
determination more supportable and would reduce the number of appeals. This offer
was not pursued. A representative of County Counsel is present at the Board meetings
and responds to specific questions but most inquiries must he taken under advisement
and subjected to formal inquiries. The representative is not generally an individual with
rank or experience, due to Counsel’s priority system. Overall, County Counsel is most
willing to cooperate in any manner deemed desirahle. Again, it is a question of their
being provided with administrative direction and being held accountable for their fune-
tioning in response to the Board. To date this has not occurred, which tends to indicate
more about the functioning of the Board and its staff than it does about County Counsel.
Another concern regarding the function of the County Counsel is their involvement n
medical decision making. It was alleged that in one instance, which could not be veri-
fied, at the worker's compensation hearing the representative of Counsel stated that the
applicant was considered to be medically disabled. Once this statement was made refer-
ring to medical condition, worker's compensation made its settlement and the Retire-
ment Board was forced to concur and make an award, since it could not disagree with
its own counsel.

The Grand Jury recommends that County Counsel clarify and make known to all
concerned the procedures that should be followed in hoth formal and informal
opinion requests. All members of County Counsel and referees should be aware
of the distinction between medical and legal opinions, as should physicians who
are involved, and these distinctions should he respected.

REGISTRAR-RECORDER'’S OFFICE

The Registrar-Recorder (R-R) is responsible for County-wide registration of voters
and conduct of Federal, State and County-wide elections. R-R also conducts elections
for local jurisdictions within the County when consolidated with County-wide elections
or when otherwise requested. The Registrar-Recorder is also responsible for mainten-
ance of vital records and recording of deeds and other documents (the Recorder fune-

tion). The Contract Auditor's study focused exclusively on the elections function,
Perspective

Beginning with the Primary Election of 1978, I.os Angeles County computerized its
voting system. During the primary election in June, 1970, R-R experienced problems
that generated review by the Board of Supervisors, which ultimately led to major
changes and improvements in the overall process. Over the last seven vears, R-R has
developed and maintained a nationwide reputation of excellence in administering elec-
tions effectively and competently. R-R has become a statewide leader in proposing leg-
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islative changes to improve the efficiency and to decrease the cost of administering
cletions. The Committee endorses this effort, and believes that input and involvement
in the legislative process by R-R and other County Registrars can result in decreases
in cost without affecting the level of services provided.

Within the last five years an increased burden has been placed upon R-R for various
reasons. Recent legislative mandates have created additional staffing needs to (1) pro-
vide bilingual ballot capability; (2) implement more complex voter cancellation proce-
dures; (3) operate under more time-constraining voter registration deadlines; (4)
provide for registration by mail; (5) administer campaign financial reporting of candi-
dates; and (6) check petitions submitted in lieu of filing fees. Additionally R-R has
for the past three years been in the process of implementing a number of major auto-
mated systems for voter registration and election tallying. These include (1) a new
card-to-tape system for ballots; (2) a new voter registration and election processing
system; and (3) a new election tally system. Two other developments in process are: a
computerized system of typesetting ballots and election materials scheduled for com-
pletion in 1978, and automated ballot layout to be implemented by 1980. These develop-
ments have consumed management and staff resources at the same time that the in-
volved personnel were also carrying out their responsibilities for conducting elections.
The impact of these additional requirements and activities is reflected in the rise in costs
of election functions over the last several years. The Contract Auditor performed an

historical cost analysis of R-R expenditures adjusted for inflation and fluctuations in’

numbers of registered voters. Comparing the presidential primary and presidential
general years, the analysis indicates that the last two fiscal years reflect about a three
million dollar increase compared to the historical average. Based on Department budget
estimates, over three-fourths of that increase can be ascribed to five major program
areas: voter registration and election processing system development, campaign re-
porting, bilingual ballots, special elections and exceptional petition processing.

Long-Range Study of Future Management and Staffing Requirements

The major focus of the Contract Auditor’s study was the general level of the Registrar-
Recorder Department’s staffing and costs. Based upon data available, it is believed that
there are opportunities for improvement in the future control of costs. Some reduction
in staff should occur as a matter of course in the next several years as (1) implemen-
tation efforts for automated systems are completed, (2) the full henefits of automation
are achieved; (3) efficiencies from new legislation, such as reduced absent voter re-
quirements, are realized; and (4) the County-wide re-precincting effort presently un-
derway is completed. The additional reduction in cost will be possible through: (1) re-
duction in permanent staff not required in low activity periods; (2) improvements in
employee productivity; (3) further automation of presently manual activities; and, pos-
sibly, through (4) a change in County policy to eliminate the need for maintain original
affidayits in precinct order. Although some improvements may be achievable in the
near future, the greatest effects will be evident in the long term.

The Grand Jury recommends that Registrar-Recorder implement a long-range
cost control program with the following components,,in order of priority:

1. Implementation of a comprehensive management information system
including job cost accounting and labor distribution related to work-
load velume.

2. Increased use of workload forecasting and productivity measure-
ment techniques based upon the information system to project and
justify staffing needs.

3. Study and evaluation of present methods, procedures and programs.

4. Modifications to the R-R organization to decrease specialization and
increase productivity.

5. Expansion of the present productivity improvement program to cover
all measurable employees.
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FLOOD CONTROL DISTRICT

The Flood Control District (FCD) was established to provide for control and conserva-
tion of the flood, storm and other waste waters of the district, to conserve such waters
for beneficial and useful purposes, and to protect the harbors, waterways, public high-
ways and property in the district from damage from this water.

The FCD has been in a transition situation in recent years. With the majority of the
flood control system constructed, emphasis has shifted toward operations, maintenance,
and system improvements. This, plus the imposition of new reporting an approval re-
and system (such as the Environmental Impact Report process) has increased the
pressures for application of sound management techniques. The Committee believes
that the FCD has, in general, responded well to these demands. The recommendations
that follow should be considered in this context. They represent our views of opportun-
ities for additional action to respond to recent developments.

Benchmarks Used in the Budget Development Process;
Comparison of Actual Bids with Estimated Project Costs

The FCD has a reasonably complete set of estimating procedures and benchmarks which
are used in the budget development process. During the past two years, however, the
budget appropriation estimates prepared by FCD have been about 45% higher, on the
average, than the low bids received. Therefore, about one-third of the budgeted con-
struction funds have heen available for additional projects, which are added from the
backlog of work. The variance for individual projects between the budget estimates and
actual low bid has been as high as 200% of the low bid received. This consistent over-
estimation of project cost has the following possible effects:

The wide range of estimating inaccuracy could lead to inappropriate rank-
ing of projects from cost-benefit analysis.

The planning of capital requirements (and possible financing needs) could
be overstated.

Although the projects added to the work program during the year are ap-
proved by the Chief Administrative Officer and the Board of Supervisors
as they are added to the program, there is less opportunity for review than
for projects approved through the regular budget cycle,

Review of the District's estimating techniques indicates that they are conservative and
include factors and allowances in budget appropriation estimates that do not appear
warranted. Almost all the cost tables used for estimating were developed prior to 1970.

An inflation factor is now being used to update the cost tables. Production rate charts
have not been revised since 1965 (FCD reviewed the production rate charts in 1970 and
concluded they were still reasonable at that time.) There is a strong possibility that
some portions of the tables and charts are outdated due to technological changes, meth-
od improvements and cost structure changes.

FCD has not felt, in view of its declining construction program and the cost of updat-

Ing estimating tables, that a significant effort in this area would be cost-beneficial.

The Grand Jury recommends that there exists opportunity to improve accuracy
of estimates, and that FCD should re-evaluate this position.

Long-term Capital Budgeting Program
FCD has a well-defined project planning and selection process, which is systematically
used in developing budget requests. With the exception of the following comments on

the estimating techniques, the annual budget process appears to be well linked to the
long-range project-planning process.
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The process of presenting information for budget discussions involves listing and sum-
marizing proposed construction activity, divided by supervisorial districts. As the flood
control facility network matures, fewer and fewer high priority projects will appear in
the more developed supervisorial district; other districts will experience more needs as
development of their areas occurs, Therefore, it is possible that the most worthy pro-
jects will be concentrated in three or fewer supervisorial districts. Because FCD’s budg-
et is approved by the Board of Supervisors, external influences could exist to include
low priority projects from the other supervisorial districts.

Cash Management of FCD; Size and Use of Awvailable Reserves
for Future Construction.

It was found that FCD, working with the County Treasurer’s office, maintains an active
and effective program of cash management. In particular, over the past five fiscal years
FCD has considerably reduced the surplus in its General Fund, as shown below :

Surplus,
Fiscal year including Net
ended June 30 Teserve * Reserves surplus
1973 $18,611,715 $6,600,000 $12.011,715
1974 18,935,503 6,950,000 11,985,503
1975 12.031,377 6,800,000 5 231377
1976 10,453,866 7,000,000 3,453,866
1977 7,620,104 7,300,000 320.104

* Reserves are maintained to cover fire insurance, contingencies, and emergencies. These appear to be
determined on a reasomable basis,

DEPARTMENT OF COMMUNICATIONS

The Department of Communications (DOC) is responsible for a wide spectrum of com-
munications activities. Their responsibility is to ensure that other County departments
obtain all required communications systems in the most expeditious and efficient man-
ner possible. DOC also maintains and modifies existing radio and microwave systems
and coordinates the maintenance and modification of telephone systems.

There are four significant policy issues which require decisions from County as well as
DOC management. These are outlined below :

Institute County-Wide Interagency Radio Frequency Planning

The public safety agencies throughout the County are running out of frequencies for
station to car communications as population and number of incidents increase while the
frequencies assigned to those agencies remain static.

The channels within the frequency ranges used by police departments are already allo-
cated. However, if transmitter locations and frequency assignments are well coordi-
nated, frequency re-use on a non-interfering basis is possible. Therefore, a county-wide
coordinated planning effort is essential to achieve proper channel allocations.

Single Emergency Number Project (9-1-1)

Citizens wishing to obtain an emmergency service currently must select one of over 100
emergency telephone numbers to call the service they need from the jurisdiction serving
them. To simplify the citizens’ decision-making process in an emergency situation, the
Legislature, in 1974, passed Assembly Bill 515, This bill requires establishments of a
single emergency numbers, 9-1-1, by 1984, to be financed from State funding. As the
State faced up to the necessity to pay for 9-1-1 costs, the definition of the mandated op-
erating criteria which the safety agencies would have had to meet was constantly
changed and weakened. Currently, the law requires very little other than the basic fact
that a single emergency number must be implemented by 1984,
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The legislation places upon the emergency agencies the problem of establishing a sys-
tem to sort out the specific type of emergeney service and corresponding jurisdiction re-
quired by the caller. In a County as complex as l.os Angeles, such a system is a massive
undertaking. DOC, the Sheriff's Department, the Fire Department, and the Chief Ad-
ministrative Office have all been involved in preparing for compliance with the law

All the planning schedules appear to us to have been worked backwards from the desired
completion date and the telephone company ordering requirements. Since the Citvof 1 s
Angeles plans to implement “9-1-1" in January, 1981, and because the telephone com-
panies require a two-year order time, the County must order the equipment by Decem-
ber, 1978, Whether if is technically possible or desirable to engineer the system in the
next twelve months three months of which will probably he taken up with the review
process) does not appear to have heen probed in any depth.

Switch from Renting to Purchase of Tclephone Equipment

A third significant oppo rtunity for improvement exists in the procurement of telephones
and switching equipment. Historically, the County has obtained these from the telephone
companies on a monthly rental basis. An analysis of one large location indicates that
costs might be reduced 10-20% by purchasing the equipment rather than renting i,
Should further analysis confirm this finding, and should this he typical of other County
locations, major savings would be possible. DOC is ready to pursue this opportunity
with the support of the Board of Supervisors.

Expand User and Chief Administrative Of fice Involvewent
in Communications Planning and Policy

Currently, no vehicle exists for integrated planning of communication needs. The large
users require better independent technical advice than they can currently obtain, and
they should be performing increased long-range planning. Frequency changes could
cost several million dollars and so will the establishment of 9-1-1. Digital communica-
tions or frequency trunking could also cost several million dollars, as could microwave
system explansion. With costs of this magnitude involved, improved planning is essential.
Aside from the costs involved, we helieve that improved user knowledge of technical re-
quirements and DOC knowledge of long-range user needs would minimize disagree-
ment among all concerned.

We found a department with a history of ineffective management, which has made tre-
mendous progress in the last three to four years. However, opportunities still exist for
further improvement. The major users and the Chief Administrative Office seem to
support this assessment and acknowledge that additional time will be required to fur-
ther improve the Department's operations.

The Contract Auditor’s report contains a total of thirty recommendations. Eight of the
recommendations contained in the report require concurrence and/or action by other
agencies than DOC, These include the replacement of certain rented telephone equip-
ment with purchased equipment (Board of Supervisors approval) ; radio frequency
planning (multi-agency action) : O-1-1 planning users (possibly State legislature) ; and
recommendations involving improved CAQ and user technical planning capabhility
{ Board of Supervisors approval). These recommendations account for nearly all of the
increased cost items and three-fourths of the potential for cost savings. Implementa-
tion will require a one-time expenditure of additional resources, reallocation of staff pri-
orities, and possibly limited outside assistance. It will also require substantial work on
the part of the DOC’s existing management personnel to miplement these recommenda-
tions. However, potential savings the first vear should offset any increased costs with
substantial recurring annual savings thereafter. Additionally, there should be some
significant procedural, control. and planning benefits to which no dollar value can be
assigned at this time.
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The remaining recommendations found in the Contract Auditor’s report represent sig-
nificant improvements which can be made independently by DOC. Implementation will
provide for savings in cost and improved procedures and controls. '

CHILD SUPPORT COLLECTION PROGRAM

The purpose of the Child Support Collection Program is to secure financial support
from noncustodial parents for their minor children. The program was established
under the authority of Title IV, Section D of the Social Security Act and State legis-
lation effective as of October 1, 1975. The District Attorney is responsible for adminis-
tration of the program in Los Angeles County, including legal actions, enforcement of
local child support court orders, payment processing, accounting and dishursements, de-
linquency identification and processing. Approximately 90% of the payments collected
from the noncustodial parents are distributed to the Department of Public Social Serv-
ices, and thus represent a reduction in overall welfare costs.

Operations Analysis; Cost Effectiveness of the Program

Statistics indicate that the number of active child support cases being processed has
shown a marked increase during the past four years, due to the requirement that case
files be opened for all children receiving support through the Aid to Families with De-
pendent Children program. Cost of the Child Support Collection Program has increased
135% since 1973-74, while collections have increased only 17%. There has been no sig-
nificant change during the past four years in the average monthly number of cases on
which payments are being received.

After the Bureau of Child Support Operations has completed compliance with Title
IV-D regulations, a return to the level of collections per dollar spent in 1973-74 should
be expected. If this is not accomplished in 1978, an in-depth examination of the Pro-
gram’s efficiency and effectiveness by the Chief Administrative Office is warranted.

The Grand Jury recommends that a pilot program be undertaken at one or more
regional offices to determine whether the caseload method would be more cost
effective than the functional method now being employed by the Bureau of Child
Support Operations.

Backlogs and Staffing Levels

Significant backlogs were noted in the areas of processing of mail, action in cases re-
ceived from regional offices, prosecution of deliquent accounts and conversion of exist-
ing cases to the court trustee system. These backlogs have a direct impact upon the
amount of the County’s child support collections. The Grand Jury recommends that
staffing levels be increased to an adequate level to handle the caseload and to
comply with the requirements of Title IV-D.

All legal staff are currently located in the Central Office, with the result that many
cases requiring only a legal approval or minor legal work must be sent to the Central
Office before being processed through the Municipal Court.

The Grand Jury recommends that the Bureau of Child Support Operations and
Chief Administrative Office should review the cost effectiveness of assigning legal
or paralegal staff to regional offices for the purpose of making the processing
more efficient, and for the early identification and correction of minor legal prob-
lems at the regional level.
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Automation Efforts: Data Processing System

The Automated Child Support Enforcement System (ACSES) is designed to replace
the present data processing system in providing information for payment control and
data retrieval.

The feasability of adding control and tracking functions, as specified by the Contract
Auditors, to the proposed system, in order to increase its usefulness to the Bureau,
should be explored. The system should be designed to monitor cases and prepare and
address form letters, many of which are currently being prepared manually.

Since the existing system is quickly becoming inadequate to meet the needs of the
Bureau, the Grand Jury recommends that the ACSES project be completed as
rapidly as possible.

Payment Processing, Department of Collections: Court Trustee

The Grand Jury recommends that all checks be deposited promptly when received.
This could be done if pertinent information was extracted from those checks not
having accurate payor case numbers.

The Contract Auditor has also observed that although not all court orders for child
support payments include a 2% service fee as part of the judgment, this fee is being
deducted from all payments received hy the Court Trustee,

The Grand Jury recommends that additional controls be instituted to ensure that
all checks are properly batched on the day of receipt.

The Court Trustee is not promptly complying with requests for affidivits necessary to
proceed against cases on the prosecute listing. At the date of the Auditor’s review, the
Bureau’s records indicated approximately 1,600 cases had heen submitted to the Court
Trustees to obtain affidavits, whereas the Court Trustee’s records showed only 1,000
such requests had been received.

The Grand Jury recommends that procedures be implemented to ensure prompt
Processing of such requests for affidavits, since these cases represent funds to
which the County is entitled, and which become more difficult to collect as the
delay is prolonged. It is further recommended that control procedures should be
instituted to ensure that all future requests from the Bureau are properly ac-
counted for and processed by the Court Trustee.

Statistical Information

The regional offices collect and report certain statistical information pertaining to case
load level, types of cases (welfare versus non-welfare) and case category according to
the files. The information reported is often inaccurate .because there is no standard
format, and no clear definition of the various categories by which cases are to be class-
ified for reporting purposes.

The Grand Jury recommends that the Bureau of Child Support operations should
standardize the compilation of, and format for, statistical information in order to
improve its reliability.
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REVIEW OF 1976-77 AUDIT COMMITTEE RECOMMENDATIONS

The purpose of this report was to review the status of last year's Grand Jury recom-
mendations. Recommendation involving the Child Support Collection Program and the
Health Department are included in the reports of the Audit Committee relating to those
departments and the report of the Health Committee. This summarizes the status of rec-
ommendations developed in last year’s studies of the Budget Process, Personnel function,
and Data Processing function.

1976-77 STUDY: COUNTY BUDGETARY FROCESS

Last year’s Contract Auditor reviewed the Chief Administrative Officer’s efforts to con-
trol costs through the budgeting process and through more intensive analyses of man-
agement audits and work measurement programs. He generated 18 specific recommen-
dations, half of which dealt with the budget process. These were based upon a review
of the 1976-77 budget process.

In general, the Chief Administrative Officer’s response is that the budget process has
changed so radically from the process in use in 1967-77 that most of the specific recom-
mendation do not relate of current processes. The Chief Administrative Officer has
utilized a process for the last two budget preparation efforts which is designed to insure
that the Board of Supervisors’ goal of reducing the number of County employees is met.

This process has required the elimination of some programs and of personnel considered
not essential to the efficient delivery of County services. The Chief Administrative Off-
cer’s general position has been that the reductions required to date could be achieved
with very little reduction in County Services. The Grand Jury believes that the new
process complies with the general intent of last year’s recommendations, and it is
effectively assisting the Board in achieving the desired staff reductions,

1976-77 STUDY : PERSONNEL ORGANIZATION, POLICIES AND PRACTICES

The scope of this review encompassed an assessment of the progress made hy the Coun-
ty staff in acting upon the twenty recommendations contained in the 1976-77 Grand
Jury report.

The Department of Personnel has taken some actions in response to the 1976-77 Con-
tract Auditor’s recommendations, However, the Grand Jury believes that the Depart-
ment of Personnel has not fully addressed itself to some of the more significant
recommendations, such as:

Appointment of a permanent full-time Director for the Department of Personnel.

An in-depth review of the examination process for prospective employees.

A review of the need for so many (2.900) classes of jobs.

A critical review of performance evaluation systems.

Implementation of a Merit Pay Plan.

Evaluation of the potential benefit associated with the utilization of outside

labor relations experts.

The need for substantial modifications to the Retirement Plan.

1976-77 STUDY: DATA PROCESSING DEPARTMENT (DPD)

The prior year’s Contract Auditor made tHirteen recommendations with respect to this
department. These generally dealt with three areas. Six dealt with the subject of post-
mplementation audits of data processing projects. Five dealt with problems within the

ata Processing Department. Two dealt with policy issues: the use of outside person-
nel to augment County resources for system development; and the need for establish-
ment of priorities in scheduling maintenance of existing systems.
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Data Processing Department developed a workplan in October of 1977 addressing the
five recommendations it perceived to be totally within its scope of authority.

Need to Maintain Software I nventory

Data Processing Department plans to conduct an inventory of County data processing
software, but only in the context of further centralization of Electronic Data Process.
ing functions. The Grand Jury concurs with this general approach, but believes that
steps must be taken to assure that the inventory, once established, will he maintained
on a current basis,

The Grand Jury recommends that the Data Processing Workplan concerning the
implementation of this recommendation be updated to include a mechanism for
maintaining the inventory en an on-going basis.

Post-Implementation Audits

The prior year’s Contract Auditor recommended that after-the-fact reviews of major
computer projects be conducted. The Chief Administratibe Officer agreed, hut none
have been done because of “lack of resources”.

The Grand Jury recommends that each new systems project or major existing im-
provement include a specific timetable and budget for post-implementation audit.
Those funds should be aggregated for the budget year and sufficient staffing pro-
vided in the appropriate organizations to carry them out.

Control of System “Maintenance” Resources

[ast year’s Recommendation itmplied that a significant share of Data Processing De-
patment’s resources was being expended up “Maintenance”™ projects which were not
subject to prior review by the Ilectronic Data Processing Advisory Committee. The
Chief Administrative Officer responded that the Electronic Data Processing Advisory
Committee does establish general guidelines for each user department’s maintenance
effort. The Grand Jury believes that although the users should retain some Aexihility
in maintenance expenditure, improved control over such projects is clearly needed,

The Grand Jury recommends that a set of criteria be developed by the Electronic
Data Processing for determining whether a proposed maintenance activity should
be subject to Committee approval prior to initiation.

Post-Implementation Audits of “Maintenance” Projects

Last year’s Recommendation involved the need for after-the-fact reviews of maintenance
projects. The Chief Administrative Officer responded that in these areas the costs may
outweigh the henefits.

The Grand Jury believes that post-implementation audit be applied to all “major”
maintenance projects as defined by the criteria developed under the above recom-
mendation.

Utilization of Contract Personsel for Systems Development

Last year’s Recommendation suggested that the Director of the Data Processing Depart-
ment be instructed to obtain cost esimates for and consider the use of outsire services
under certain conditions. The response by the County was that the Director of Data
Processing Department has that authority.

The problem addressed in the previous auditor’s report is not a question of authority
and responsibility, but rather one of decision process. There are limited resources within
both the County and the total dollar budget with which to accomplish all of the system
development tasks desired by user departments. In the last few vears many of the de-
partments have been engaging in the development of major systems to support their
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on-going operations. Important projects such as management information systems have
tended to be given lower priorities and have been assigned limited, if any, resources for
development and implementation. This problem is only solvable through the application
of cost-benefit techniques. If a project can demonstrate cost savings to the County over
and above the expenditure of development costs through outside services, then the de-
cision-making process should enable such projects to receive full exposure and analysis.

Based upon the existing authority of the Director of the Data Processing Depart-
ment, the Grand Jury recommends that the Electronic Data Processing Advisory
Committee and the Director utilize private contractors for systems development
when County resources are not available for worthwhile projects.

PROPOSED LEGISLATIVE AMENDMENTS

The areas or functions within the County which the Audit Committee, and its Contract
Auditor, may investigate are mandated and controlled by State legislation. Specifically,
the Welfare and Institutions Code presently requires that the Contract Auditor per-
form a review of the child support collection program on an annual basis. The provisions
of the Penal Code give the Grand Jury the right to examine accounts and records of all
officers of the county, the books and records of any incorporated city or joint powers
agency within the county, and the management needs of such joint powers agencies.

In surveying the various subdivisions providing services within the County, the Audit
Committee determined that the time and resources of future Grand Juries might he
more effectively spent if State legislation were amended as to the requirements and lim-
itations on its areas of inquiry. The Child Support Collection Program is nearing sub-
stantial compliance with the requirements of the Federal regulations under which it
was initiated in 1974, and therefore no longer appears to require annual audits of its
operations. Further the Grand Jury should, in order to carry out one of its primary
functions, have the right to inquire into the fiscal and management practices of com-
munity development, educational, rehabilitative and other social programs in which large
amounts of money are currently being expended, sometimes without adequate controls
or accountability.

Accordingly, on January 24, 1978, a letter addressed to the Board of Supervisors rec-
ommended that section 10602.5 of the Welfare and Institutions Code be amended to
provide for an audit of the child support collection program at least once every four
years, rather than annually as now required.

By letter dated March 2, 1978, the Grand Jury recommended to the Supervisors that
Penal Code section 925(a) be amended to allow inquiry into fiscal and management
matters pertaining to any community redeveloping agency, and into the use of public
funds received by any person, corporation or entity for the purpose of conducting com-
munity action or community service programs.

Both of these proposed changes have received the approval of the Board of Supervisors
and will be forwarded to the State legislature with the recommendation that the existing
law be amended to conform with these suggestions.

Michael Boran, Chairman
Fern McAda Genovese
Golden R. Larson

Anne F. Leeper

Walter V. May
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CRIMINAL COMPLAINTS COMMITTEE

PURPOSE

The Criminal Complaints Committee has two primary functions. The first is to deter-
mine which cases presented by the DistrictAttorney or Attorney General will be heard
by the entire Grand Jury for possible indictment. This process offers a measure of
autonomy unique to the Los Angeles County Grand Jury. The second function is to re-
view and respond to correspondence from the public concerning criminal matters. Addi-
tionally, the Committee may examine the County’s Criminal Justice System.

AREAS OF REVIEW

This year the Committee directed its attention to the following areas:
Screening of Cases for Grand Jury Hearings
Review of Correspondence

Court Structure:

Unification of the Trial Courts: Fiscal Impact
Night Small Claims Court: Permanent Funding

Towing Fees: Sheriff’s Policy

los Angeles Police Department Firearms Policy
Victim-Witness Advocate Unit

Penal Code Amendment

SCREENING OF CASES

The Criminal Complaints Committee is selective when screening cases for presentation
to the entire Grand Jury. The Committee used the following criteria to make its selec-
tions: high publicity crimes; possible misconduct of public officials; cases of unusual
complexity ; cases involving the transportation of witnesses from out-of- state or out-of-
county; cases in which not all suspects are not in custody; cases involving multiple sus-
pects and/or documents; cases that offer procedural advantages, such as tolling the
Statute of Limitations; and cases requiring the protection of witnesses from potential
intimidation and physical harm.

During the first ten months of its term the Committee accepted 35 cases and declined
to hear 3 for presentation to the entire Grand Jury. Indictments were sought by the
District Attorney or Attorney General in 35 cases involving 81 suspects, 781 wit-
nesses and 3830 exhibits. Indictments were returned in 32 cases against 71 suspects.

One request from the District Attorney for an investigative hearing was accepted and
subsequently conducted by the Grand Jury. No indictment was returned. The Grand
Jury devoted 80 days to hearings.

REVIEW OF CORRESPONDENCE

The Committee gives careful consideration to all correspondence received. These letters
are held in strictest confidence. Every effort is made to respond to each letter as soon
as the matter in question can be adequately reviewed. The investigator for the Grand
Jury, assigned by the Office of the District Attorney, helps to facilitate inquiries into
the charges outlined in these letters. When appropriate, the committee can request a
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County agency or law enforcement agency to mitiate or re-open an investigation. Dur-
ing the past ten months the Criminal Complaints Committee received and reviewed 62
letters alleging criminal conduct. Based upon these letters, the Committee ordered 31
formal investigations, 28 letters concerned peace officers and public officials.

UNIFICATION OF THE TRIAL COURTS

The Los Angeles County Grand Jury believes that the trial courts should be uni-
fied into a single-tier court of general jurisdiction. The Grand Jury, therefore,
recommends that the Board of Supervisors urge the State Legislature to order a
study to determine the fiscal impact of court unification on the citizens of Los An-
geles and other counties.

The Grand Jury is cognizant of the overall skills of the judges of the trial courts in
lLLos Angeles County. It understands the neced for additional manpower to accommodate
the ever-increasing caseload burdening the courts. Congestion within the courts is in-
creasing in direct proportion to both the County’s population and to the increased use
of litigation to resolve disputes. While any court system must consider expansion to
keep pace with growing demands, that system must also consider alternative solutions
to assure efficient and fiscally responsible delivery of justice.

This Committee has intensively studied the question of court unification and has con-
sulted with knowledgeable opponents and proponents of unification. We examined
the many different proposals developed during the past twenty-five years hy academic
and judicial studies and commissions, including the 1967 Report of the President’s
Commission on Law Enforcement and the \dministration of Justice, and the 1974
American Dar .A\ssociation’s paper advocating a unified trial court. We have followed
the progress of the EI Cajon Municipal Court/San Diego Superior Court pilot project
which allows municipal court judges to handle felonies and family court matters under
the provisions of S 113+ The Committee has evaluated the thoughtful comments com-
piled from a Grand Jury questionnaire sent to judges of the Municipal and Superior
Courts of Los Angeles County to officers of County har associations, and to a random
selection of trial attorneys and court clerks. The various unification proposals studied
differ in specific methods of implementation; however, they share the following basic
concepts and goals with which the Grand Jury agrees:
1. A single class of judges qualified to hear all cases would create greater Hex-
ibility and efficiency in judicial manpower assignments and could reduce the
rate of increase in the number of judges necessary for the trial courts.

b

One judge could handle arraignments, bail motions and many other mat-

ters that presently must he heard by two judges—one in Municipal and

one in Superior court.

3. Ancillary court personnel would be unified, allowing more assignment
flexihility.

4. A statewide network of judicial districts would be established.

5. In ecach district, an “executive officer” trained in court management tech-
niques would provide management assistance to the presiding judge.

6. Operational costs of the courts, including the salaries of judges and court
support personnel, would he entirely state funded.

7. .\ single budget would make reorganization of court resources more pos-.

sible.

In 1975 the Advisory Commission to the Joint Committee on the Structure of the Judi-
ciary (Cobey Report) issued a comprehensive unification study, but this Commission
did ot have sufficient resources to produce an in-depth report of the fiscal mmpact of
anification on the individual countics. Two bills, S13 1313 and SCA 52, have been intro-
duced by State Senator Alfred Song that would establish a statewide, single-tier court
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divided into districts under presiding judges. We concur with Chief Administrative
Officer Harry Hufford that these bills do not adequately address the aspects of court
financing. The State Legislature, with its existing resources and statewide representa-
tion, has the fiscal ability to institute a definitive study, permitting an intelligent assess-
ment of the possible efficiency and economy that unification could bring. The Grand
Jury believes that the future of the State's judicial system will depend upon the quality
of informed and far-sighted planning that takes place today.

NIGHT SMALL CLAIMS COURT

The Grand Jury recommends that the Board of Supervisors establish permanent
funding to continue the operation of Night Small Claims Court.

In an effort to make the Small Claims Court more accessible to the average citizen, the
Los Angeles Municipal Court in April, 1977, initiated an experimental Night Small
Claims Court. This court is in session every Thursday evening at the Traffic Courts
Building in downtown [Los Angeles. LLike its daytime counterpart, Night Small Claims
Court offers litigants a forum, before a Judge, for resolving minor grievances and for
recovery damages up to $750. Because litigants cannot be represented by attorneys, this
court is accessible to citizens who are prevented from filing their complaints in Munici-
pal or Superior Court because they cannot afford to be represented by counsel, or to
lose wages by taking time off from work during the day.

The Criminal Complaints Committee has conducted a review of this experimental pro-
gram by attending Night Small Claims Court and by interviewing and polling judges,
court personnel and litigants who have participated in the program. The consensus of
those interviewed was that Night Small Claims Court has been successful.

Night Small Claims Court has been implemented with minimal costs to the taxpayer.
Contributing to the program’s overall success and its minimal cost are the creative use
of existing facilities, the volunteer services of many Municipal and Superior Court
judges, and the support of members of the Los Angeles County Bar Association.

Opening court facilities at night can be costly, due in part to required security. Night
Small Claims Court is economically feasible where an existing facility is already in use
at night. The Traffic Court building in downtown Tos Angeles is open every Thursday
evening, and its design enables security to be maintained with a minimum of expense.
Thus, Small Claims Court has been able to utilize some court rooms in that building to
conduct its Thursday evening sessions. This Committee believes that future cowrt build-
ings should be designed so that portions can be sealed off. and therefore easily secured,
enabling these areas to be economucally utilized after regular court hours. Adequate and
well-lighted parking facilities are also necessary. Innovative planning must consider the
multiple use of County buildings if County expenditures are going to be kept within rea-
sonable limits and adequate public services are going to be maintained.

The success of Night Small Claims Court can be directly attributed to the many judges
who have volunteered their services to the Court. Of the 165 judges who responded to
a Grand Jury poll on Night Court, 52% stated that they would be willing to serve in
Night Small Claims Court on a regular, rotating basis. Of the 87 judges who had al-
ready served in Night Small Claims Court, 80% answered that they would be willing
to serve again. These percentages suggest that there would he a sufficient large pool of
Judges willing to serve, so that no one judge would be called upon more than one or two
nights during the year.

The Los Angeles County Bar Association has offered operational help through attorney-
volunteers who have acted as Settlement Officers to assist hoth plaintiffs and defend-
ants. The Settlement Officer brings the litigants together and helps them to air their
Teelings and narrow the issues prior to their appearance hefore a judge. This procedure
lessens the court time needed to resolve the dispute.
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Night Small Claims Court has won approval from the litigants who have used it. A sur-
vey of such litigants, conducted during the first thirteen weeks of the program, (Con-
ner; Night Small Claims Court) shows that 97% of the plaintiffs and 78% of the de-
fendants said that Night Court was more convenient than day court; 13% of those
polled indicated that it was the only means by which they could afford to seek justice
in a court of law. During the first year of its operation, forty to fifty cases were hand-
led each week in this court. These cases involved over 3,880 litigants. As of April, 1978,
this court has been able to handle up to sixty cases per week. The use of Small Claims
Court has remained high, and the quality of justice dispensed has been preserved be-
cause the exact procedures of its daytime counterpart, with the addition of Settlement
Officers, have been transferred to the night court.

Night Small Claims Court is an important adjunct to the judicial system in this County.
However, without permanent funding, this project cannot continue. In August, 1977,
the County Clerk estimated the cost of a permanent Night Small Claims Court to be
only $150.53 per week, because the Traffic Courts Building in already open at night.
This figure includes the wages of two clerks and a bailiff, based on roughly four hours
of overtime pay. This means that if judges will continue to volunteer their time and
legal talents, the Los Angeles Judicial District could provide weekly Night Small Claims
Court to Central Los Angeles for less than $8,000 per year.

An additional Night Claims Court was opened in Van Nuys on May 2, 1978. The exist-
ence of the Van Nuys courthouse, presently open one night a week, made this SXpansion
of Night Small Claims Court economically viable. The estimated operating costs for this
court are similar to those incurred in downtown Los Angeles.

The Grand Jury believes the additional expenditure is unquestionably justified by the
services Night Small Claims court provides. This court makes the justice system more
responsive and available to the citizens of the County and should be encouraged, ex-
panded and permanently funded.
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METHODS OF PAYMENT FOR TOWING FEES

The Grand Jury recommends that the. Sheriff’s Department establish a depart-
ment policy directing patrol station commanders to award contracts only to those
tow truck operators willing to accept credit cards, as well as cash, for services
rendered.

The Criminal Complaints Committee has received complaints against Sheriff’s deputies
who were called by tow truck operators to intervene in altercations hetween these oper-
ators and irate citizens whose vehicles had been impounded by the County. These
arguments usually stem from the inflexible practice of most towing contractors who
accept only cash for the retrieval of vehicles. Many people do not carry enough cash
to pay these fees. Since citizens often perceive officers as the “villains” who have ordered
the impound, contact with law enforcement during this process can lead to hostility. If
contractors would accept credit cards, guaranteed by issuing companies, such alterca-
tions could be avoided, peace officers would not be involved, time would be saved, and
unnecessary frustration would be eliminated.

In Los Angeles, each Patrol Station Commander independently contracts with tow
truck companies. Each company must comply with the provisions of the California
vehicle code and County ordinances. Fees are established for Los Angeles Sheriff’s
Department tow services according to an approved fee schedule. However, each tow
truck contractor is permitted to determine his own method of collection.

The Executive Director of the California Tow Truck Operators’ Association, Mr. Rick
Chappell, met with the Committee to discuss possible solutions to this problem. As a
result of this meeting, the Association passed a resolution urging the membership to
allow the public the use of a major credit card as payment for towing and storage fees.
The Grand Jury supports this resolution and believes that the Sheriff’s Department
should implement a new contract awards system with the Association’s support and
cooperation.

LOS ANGELES POLICE DEPARTMENT FIREARMS POLICY

During 1977, public attention and concern were focused on the increase over the
previous year of Los Angeles Police Department officer-involved shootings. This com-
mittee heard public testimony at Police Commission meetings, interviewed representa-
tives from the office of the city attorney, the Sheriff’s Investigation Department and
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the Internal Investigation Department of the LLAPD. These departments investigate
the actions of officers involved in shootings to determine if their actions were in accord-
ance with the department’s own policies and the State’s Penal Code. In addition, the
firearms policies , high-speed chase policies and officer-training programs of the Cali-
fornia Highway Patrol, Los Angeles Police and Sheriff’s Departments were compared.

In September of 1977, following a State Appellate Court decision, the Los Angeles
Police Commission reviewed the firearms policy of the LLos Angeles Police Department.
A revised policy was adopted which delineated the reasons for the use of firearms and
the circumstances under which an officer would be permitted to draw, exhibit, or fire
a weapon.

The Committee visited the police academy and observed that the revised firearms policy
was incorporated into its training programs. This policy has been in operation for ap-
proximately seven months. At this time, it would be premature to draw conclusions as
to its effectiveness. The Criminal Complaints Committee urges future Grand Juries to
evaluate the impact of this revised policy on the attitudes and safety of the police and
the public.

VICTIM-WITNESS ADVOCATE UNIT

Until recently the criminal justice system in this County has focused its attention and
resources on the perpetrators of crime. In October, 1977, in an effort to shift attention
to the victims and witnesses of violent crimes, the District Attorney hegan a pilot pro-
gram to establish a Victim-Witness Advocate Unit. The Criminal Complaints Com-
mittee has carefully followed the evolution of this pilot program and has actively sup-
ported its implementation and funding.

If the criminal justice system is to function properly, there must be active citizen par-
ticipation. Yet, in Los Angeles County 34% of all cases that reach the preliminary
hearing stage are dismissed because of witness unavailability. The Victim-Witness
Advocate Unit would mitigate the circumstances that prevent witnesses from appearing
in court.

The Victim-Witness Advocate Unit will receive its cases from both the Complaint Di-
vision of the District Attorney’s office and from referrals made by outside agencies.

Although the State of California has a fund to compensate victims for medical costs,
lost income and rehabilitation expenses, few victims are aware of its existence. Also,
the application process that this fund requires is too complex for most victims to handle
without assistance. Volunteers who will work as advocates within the unit will provide
information about this fund, help victims with the application process, and refer them
to appropriate County agencies.

Training for the volunteer-advocates will be provided by a full-time staff of two pro-
fessionals who will hear the unit. The volunteer-advocates will be recruited from the
paralegal programs of local colleges and universities, as well as from graduate-level
programs in the social services, gerontology and foreign languages. These advocates
will make a commitment to work in the Victim-Witness Advocate program for not less
than twelve weeks.

The Committee’s study indicates that this program could also benefit law enforcement
The Sheriff’s Department has shown an interest in establishing a similar program,
within its own department, in cooperation with the staff of the Victim-Witness Advo-
cate Unit. This staff could provide training for Sheriff Department CETA employees,
who could then aid victims of violent crimes who do not fall within the jurisdiction of
the Office of the District Attorney.

On April 4, 1978 the Los Angeles Board of Supervisors adopted a resolution approv-
ing the acceptance of a grant award of $47,700 from the State Office of Criminal
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Justice Planning. This grant will fund the Victim-Witness Advocate Unit for seven
months, at a cost to the County of $2,385 in matching funds.

The Criminal Complaints Committee commends the efforts of the Office of the District
Attorney to provide a mechanism by which victims and witnesses of violent crimes can
obtain emotional support and financial restitution. This unit should be carefully and
periodically evaluated to ascertain its success in utilizing both the professional and
volunteer staff to deliver the needed services this pilot program will provide.

PENAL CODE AMENDMENT

The Grand Jury recommends that the State Penal Code be amended to permit a
bhailiff to be present during Grand Jury hearings at the request of a Grand Jury.

The section of the California State Penal Code (934 through 938) relating to the Grand
Jury does not provide for the presence of a bailiff in the hearing room during Grand
Jury proceedings. The law does provide for the presence of the District Attorney, At-
torney General, Court Reporter, and an interpreter. The requirements of confidentiality
that apply to these individuals would also apply to a bailiff called into a hearing room at
the discretion of the Grand Jury.

In those situations where Grand Jurors have good reason to believe that a witness may
threaten their security and well-being during a hearing, they should be given the option
to have a bailiff present to keep order. This is in keeping with the status of the Grand
Jury as a quasi-judicial body..The presence of a bailiff in the hearing room would miti-
gate those circumstances in which a Grand Jury might be reluctant to invite a suspect
or subpoena a witness to appear because of concern for the safety of the grand jurors.
This Committee believes that Grand Juries should have the opportunity to hear all evi-
dence that would bear upon their indictment decisions. This purpose should not be cir-
cumvented by a defect in legal procedure that can he easily corrected.

Pauline Buck, Chairman
Margaret I. Herniman

Diane C. Hines, Co-Chairman
Shirley R. Lertzman

Harold G. Moodie

Rosalie Zalis




THE EDUCATION AND LIBRARY COMMITTEE

PURPOSE

Various problems current in the education of children in Los Angeles County were
studied. Hopefully some meaningful observations, suggestions and recommendations re-
sult which are the subject of this Report.

Learning to read and elementary school education are the subjects of the first part of
the Report. The second part is concerned with other aspects of schools and education.
Libraries and particularly their use by elementary school students are the concern of the
last part of the Report.

METHODS OF INVESTIGATION

In each section of the Report the methods of investigation used are mentioned, which
vary according to the subjects being studied.

AREAS OF REVIEW

The Teaching of Reading

Preparation of Teachers
Accountability

Aspects of Education:
Staff Development
Student Motivation
Observations
Head Start Administration
Juvenile Hall Schools (see Joint Recommendation, p. 00)

Public Libraries and Elementary Schools
Children’s Librarians

Chinatown Library

READING

The Teaching of Reading

The teaching of reading in public schools has been a concern of the Committee since the
revelation in November, 1977, of an apparent decline in Los Angeles area students’ read-
ing test scores. Convinced of the significance of adequate reading ability to all academic
achievement and to successful adjustment to life in this complex society, the Committee
has looked into various aspects of reading education in Los Angeles County.

Educators from southern California colleges and universities have been consulted re-
garding the preparation of elementary school teachers to teach reading specifically, and
regarding many educational programs which teach reading techniques. Public school
administrators, teachers and reading specialists from many school districts have met
with the Committee as well as directors of reading clinics, authors and reading experts.

Committee members have visited elementary school classrooms, reading clinics and a
computer assisted learning laboratory in which pupils are drilled in reading by means
of computer terminals programmed fo develop reading skill. Each student at a com-
puter terminal works at lessons designed for his learning needs.
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With due regard for the impact of cultural disadvantages and negative influences in the
lives of some children, all children do want to learn to read. When a combination of
reading skills are taught to young children in small groups, learning does take place.
Most successful reading programs observed encompass a balance of beginning skills,
word configuration, phonics, writing, comprehension, testing and self instruction. Each
separate skill supports and augments the others when all are part of the reading in-
struction.

Reading specialists should be consulted by teachers and available to assist students and
teachers. Many reading specialists find that involving the parent of a student is helpful
in some cases. Early identification by the classroom teacher of students with reading
difficulties is important; remediation can be more effective when students receive extra
help before damage to the self-image occurs.

Preparation of Teachers

The Committee found that elementary school teachers are required to have only one
course in teaching reading before becoming certificated teachers with this responsibility.
Because of less than satisfactory results in some schools, and after reviewing the sub-
ject with educators, the Committee suggests that more than one course in techniques
of teaching reading be required before certification. These courses should include closely
supervised experience in transmitting reading sub-skills to students and in learning to
monitor student progress. This intensive classroom application of reading techniques
and skills would precede the usual practice teaching period which gives experience in all
elements of teaching. Thus would teachers acquire sufficient expertise and confidence
to undertake the responsibility of teaching reading in their own classrooms.

Accountability

It is imperative that only well-qualified teachers of reading be placed in primary grades.
Failure of students to learn or progress in reading should weigh heavily in teachers’
year-end evaluations. Reading failures of students in elementary schools should also he
considered in evaluations of Principals.

ASPECTS OF EDUCATION

Staff Developwment

Staff development should be available to all teachers in order for them to keep abreast
of new methods and techniques. Principals should be aware of the various in-service
training programs and encourage teachers to participate in worthwhile programs rel-
ative to their needs, deficiencies and interests — with appropriate credit given. Many
school districts have staff development programs. Valuable exchange of information
can take place also within the school itself among teachers in workshops organized for
this purpose. The content of different in-services courses can thus be shared by all
teachers following their individual participation in various programs elsewhere.

Student Motivation

The PUSH FOR EXCELLENCE Program, introduced into the I.os Angeles Unified
School District by the Rev. Jesse L. Jackson, although vet in the experimental stage,
warrants close observation, study and evaluation. There is conspicuously missing a
fundamental and indispensable ‘ingredient which must be associated and coordinated
with all of the vital factors which have been suggested by many people in many places
to offer a solution to some children’s school problems. That ingredient is “Motivation”.
There must be developed within the young student himself or herself an awareness of
the necessity for a personal and individual commitment to Excellence, an unquenchable
desire for achievement and an increased sense of personal responsibility to settle for
nothing less than the highest competitive capabilities in his or her educational devel-
opment.

—
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This idealistic goal, moreover, cannot be attained by the student alone, however great
may be his individual aspirations. Nor can it be achieved by any separate individual
school. Any hope for solution must inevitably be found in the equally participating
combination of home, school, church, state and our total society.

On the part of parents, teachers, administrators and their staffs, and a participating
community leadership there must be developed an awareness of their respective roles
and their separate and collective responsibilities in stimulating and indoctrinating a com-
mitment to Excellence among all of the students.

This is the substantive message contained in the PUSH FOR EXCELLENCE Pro-
gram which the Education Committee endorses. Further, the Committee suggests that
similar community based programs be established in other school districts.

Observations

In the course of observing many schools and reading programs, the Committee com-
mends the learning taking place at two schools visited. The University Elementary
School, an adjunct of the UCLA Graduate School of Education, is a completely non-
graded, team-taught school for over 500 students in which a child’s progress through
the school 1s not based on age, number of years in school or scores on standardized tests,
but is based on attainment of a series of objectives. Through constant surveillance of
the learning process, independent learning is monitored and guided in the individual
students.

Robert Hill Lane, a public elementary school in East l.os Angeles, is modelled on the
‘same principles of non-graded, team-taught classes. The students are 94% minorities—
Hispanie, Asian and black. In the seven years during which the school has gradually
changed from traditional structure to non-graded classes and team teaching, the sixth
grade Comprehension Test of Basic Skills scores have shown remarkable improvement
and the school’s score is significantly higher.

Staff development has fostered the recent successful teaching methods used at this
school. The Principal and teachers have participated in regular in-service programs,
on-going consultation and workshops with the staff of the University Elementary
School. Currently the Robert Hill staff conduct their own workshops. Students move
through the school at the pace that is right for each individual and impressive learning
is taking place. Noteworthy are the happy relaxed atmosphere and the dedication to
learning of teachers, Principal and students.

The Committee suggests that school boards and administrators throughout the County
observe these schools with a view to implementing their successful methods in other
schools.

Head Start Administration

Since the Los Angeles City Council has acted to terminate the Joint Powers Agreement
with the County under which the Greater Los Angeles Community Action Agency has
operated, the BDoard of Supervisors will need to formulate plans to implement the admin-

istration of Head Start/State Pre-School fourteen Delegate Agencies operating under
GLACAA. |

The Grand Jury recommends that the Board of Supervisors meve to prevent dis-
ruption of Head Start programs during the transition period by immediately re-
questing HEW Administration for Children, Youth and Families to name the
Child Development Foundation, Inc. as recipient of an interim grant award. This
non-profit single purpose agency could responsibly administer and monitor Head
Start/State Pre-School Delegate Agencies as grantee until permanent selection of the
Head Start Grantee can take place according to HEW/ACYF guidelines. A costly, un-
fortunate interruption in Head Start programs, as occurred in San Francisco from
June of 1974 to July of 1975, would thus be avoided.
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Child Development Foundation, Inc. is composed of professionally qualified, experienced
people in early childhood education with the expertise to administer effectively Head
Start/State Pre-Schoo] projects. Child Development Foundation, Tne, understands the
requirements of Head Start and would monitor the programs and provide consultants
for technical assistance when and where needed. This organization arose out of the
needs and difficulties of Head Start’s operating under GLACAA and is incorporated
for the sole purpose of administering these childrens’ programs. Funds could not be
hidden in this single purpose grantee,

The Education Committee of the Grand Jury, in assessing the Child Development Foun-
dation, Inc., has consulted with its officers and directors, all of whom serve in a volun-
teer capacity, as well as with Head Start Project Directors and with the Parent Coun-
cil Officers.

The Grand Jury, convinced of the importance of Head Start, wishes to insure that the
programs will operate under favorable administration and without interruption. Through
participation in Head Start, young children learn to adjust to people and to their en-
vironment; parents come to understand and practice beneficial child-rearing roles, —all

of immeasureable valye to families and to society.

PUBLIC LIBRARIES AND ELEMENTARY SCHOOLS

The Grand Jury recommends increased involvement of public libraries with ele-
mentary schools in order to enhance the reading experiences of children.

Greater interaction between libraries and the elementary schools could bring to many
more children 2 library's world of mnformation and knowledge, as well as the joy of
reading books for fun,

The Committee has visited many public libraries and has conducted a survey by question-
naire of the use of County public libraries by local elementary schools. Some schools
recording the lowest reading scores in November, 1977, are in areas with the least
degree of use of local public libraries by elementary students, it was found. This illus-
trates the need for more cooperative programs between school and library to acquaint
those students with use of the library’s collection of books. There should be more op-
portunities for children to browse among hooks, find some of interest to take home and
gradually to up-grade reading habits.

To this end, it was found that many public libraries welcome and indeed encourage
visits of school classes who walk regularly to the library, Conversely, it was found
that very little activity exists hetween other libraries and nearby schools with low
reading achievement according to test scores. Cultural disadvantage in some areas needs
to be eased by better planning of complementary programs between library and school
staffs. Librarians and teachers must take the initiative when parents do not introduce
children to libraries or foster good reading habits.

School libraries within elementary schools are used during the school day. Class visits
to public libraries encourage the custom of leasure-time reading and use of libraries
during periods after school, on weekends and throughout sumnier vacations.

CHILDREN’S LIBRARIANS

The Grand Jury recommends the appointment of more Children’s Librarians in
Los Angeles County Public Libraries.

The Committee found that the number of Children’s Librarians in Losg Angeles County
_ibraries is not sufficient for the need. Particularly for the libraries lacking adequate
professional staff, the appointment of Children’s Librarians would be an investment in
improved literacy among the citizens of tomorrow.
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CHINATOWN LIBRARY

The Grand Jury recommends that a permanent library site be acquired to house
the Los Angeles City Library branch temporarily located at Castelar Elementary
School in Chinatown.

The rapidly expanding use of temporary facilities at Castelar School in Chinatown in-
dicates the need for a suitable library. Opened in January, 1977, there is already twice
the circulation of most branch libraries. 200,000 books circulate annually at this library,
which far exceeds the necessary 30,000 annual circulation required for consideration of
a branch library.

Presently, the city library coexists with the school library, using space and collection in
common.

Separation from the school library would relieve the obviously unsatisfactory sharing
of the collection between children and adults. The existing room is not large enough
for the collection of books and there is no space for work areas needed hy the library.
Plans should be expedited for a permanent Chinatown City Library.

Conclusion

The Committee wishes to commend the multitude of teachers, administrators and Ii-
brarians whose perceptions, skills and ingenuity inform the minds and develop character
and ability in the youth of Los Angeles County.

Nancy W. Wheat, Chairman
Alvin G. Arnold

Dianne Herscher, Co-Chairman
Josephine Kelford

Marva A. Keyes

Lilyan M. Townsend




EDUCATION AND JUVENILE JUSTICE COMMITTEES:
JOINT REPORT

ASSEMBLY BILL 391

The 1977-78 Los Angeles County Grand Jury supports Assembly Bill 391 which
became effective January 1, 1978 and urges the Board of Supervisors to discour-
age efforts to change or amend thig legislation.

The Board of Supervisors’ motion of August 30, 1977 states that the “task of a juven-
ile hall is to provide a therapeutic intervention in the life of the child and his family”
and that “the juvenile hall should be saturated with the attitude and approach of crisis
interventioni work”, Further, it states that meaningful school work cannot be accom.-
plished in juvenile hall because of the transient population, with a residency period aver-
aging eight to ten days, and becatse of the severely fragmented school days, due to
court appearances and interviews by probation officers, public defenders, district at-

tion states that the Board should stop “running a meaningless and costly school pro-
gram” and should substitute a “crisis intervention program” in juvenile halls. The

of any county with a population of six million or more who have not, in the matter for
which they are detained, had a petition sustained. The Grand Jury opposes this motion.

ty Superintendent of Schools. The eight to ten day average stay cited in the motion in-
cludes the large number of youngsters who leave after their defention hearing. Juveniles
usually are not enrolled in court schools until after their detention hearings. Thus, the
motion is not addressed to those juveniles who remain for eight weeks and who are en-
rolled in the court schools. Opon release from juvenile hall, many of these youngsters re-
turn to the public schools, In the juvenile hall schools, juveniles are given special atten-
tion in an individualized program of study, enabling them to return to the public school
without having fallen further behind in their studies, Juvenile Justice should encourage
children to continue their education and not to drop out of the system,

Den_ial of education to detained wards in Los Angeles County would discriminate
against youngsters of this one area in the state by denying them the educational oppor-
tunities afforded detained juveniles in all other counties,

Children detained in Juvenile Hall are presumed to be inndcent unless a petition is sus-
tained at the adjudication hearing and, therefore, should not be deprived of their edu-
cational opportunities. Before adjudication, most youngsters are legally wards of par-
ents who could demand that an education be provided.
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Our committees have visited the schools in the juvenile hallg (including surprise, unan-
nounced visits) and have consulted with teachers and administrators of the Special
Court Schools, as well as with representatives from the Probation Department, the
Judiciary, Law Enforcement agencies, past Grand Juries and the Board of Supervisors.
We have found that the present juvenile hall schools with their excellent, dedicated
teaching staff, small classes and individualized instruction emphasizing remedial read-
ing, writing and computation are providing detained youngsters with meaningful edu-
cation. Study and work skill patterns are being established and reinforced. Positive feel-
ings replace former negative school attitudes, and a reaffirmation of school success is
being nurtured with real measurable academic gains being achieved,

It is true that the relatively short duration of stay in juvenile hall and not infrequent
disruptions to classroom activity do not represent ideal conditions for an academic pro-
gram but, then, these problems would exist and adversely affect any replacement pro-
gram as well. In addition, school time interruptions by court and other personnel in the
juvenile halls do not appear to be significantly greater than similar interruptions in any
public school classroom and do not appear to negatively affect an individual student.

This problem should be reduced not by denying education to the youngsters but by bet-
ter planning of the mode of the delivery of services. As an example, our committees
have recommended that all detention and adjudication hearings be scheduled for morn-

The Grand Jury believes that “crisis intervention”, individual and group counseling
are important but is concerned that a good educational program would be replaced by
alternative programs of “crisis intervention” or “‘therapeutic intervention” which have not
vet been defined or developed. Consequently at this time, no cost study or comparison can
be undertaken. Certainly such programs as drug and alcohol prevention are beneficial to
youngsters detained in juvenile halls, and we have observed that these topics are already
incorporated into classroom curricula in juvenile halls.

The Grand Jury, therefore, recommends that the Board of Supervisors support the fine
educational program provided in the juvenile halls by the Superintendent of Schools.
We further recommend that the Board of Supervisors authorize the Probation Depart-
ment to define, develop and cost analyze a “crisis intervention program”. Afternoon,
evening and weekend time could he utilized for such a program.




ENVIRONMENT COMMITTEE

“All things are connected—whatever befalls the earth befalls the people of the earth.”

PURPOSE

The general public is aware and concerned and is generally accepting of pollution con-
trolling measures,

No solutions are possible that will not impose some changes on our society. Powerful
social forces requiring change make it mandatory that we be able to assess the implica-
tions of these changes before, rather than after, they are enacted. There is some com-
fort in the knowledge that other counties and cities have successfully dealt with

AREAS OF REVIEW

South Coast Air Quality :

County Role in Ajr Quality Management District Board
Auto Emissions Test Program

Underground Pipeline Study
Recreational Services
Harbor Patrol

METHODS. OF IN VESTIGATION

The Committee attempted to gather information from the most divergent number of
sources.

Members attended meetings of Regulatory and Legislative Bodies, and consulted with
staff representatives of these bodies,

They reviewed prior Grand Jury Reports from Iog Angeles and other counties and
assessed progress made on their recommendations,

Interviews were conducted with industry personnel and with interested citizeng know-
ledgeable in the environmental field.

On-sight inspections were conducted in areas of the county where there was need for
personal evaluation.

COUNTY ROLE IN AIR QUALITY MANAGEMENT DISTRICT BOARD

The interdependence of the four South Coast Counties and their common air pollution
problems were identified and analyzed by the 1975.76 Grand Jury Environment Com-
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mittee. That Grand Jury endorsed the concept of the formation of the now function-
ing Air Quality Management District and recommended that the Board of Supervisors
adopt and enforce the policies of such a hoard. They further recommended that all four
counties in the district be regulated by uniform standards, The 1977-78 Grand Jury
Environment Committee has reviewed their study and the progress that has been made
in the interim toward the elimination of pollution.

In a gradual process the gross pollution 