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September 26, 2008

The Honorable Christopher R. Chandler

Presiding Judge of the Superior Court of California
County of Sutter ’
466 Second Street

Yuba City, CA 95991

Dear Judge Chandler,

On behalf of the Sutter County Board of Supervisors, I am herewith submitting their response to
the findings and recommendations of the 2007-2008 Grand Jury.

The Board of Supervisors appreciates the dedicated efforts of the 2007-08 Grand Jury in the
preparation of its report and the complimentary comments it made with respect to the County
and its employees, and trusts that you will find the enclosed material responsive.

As in the past, I would be happy to meet with the Grand Jury to discuss any or all of these issues.

Sincerely,

L T. COMBS

County Administrative Officer

LTC:SML

1160 CIVIC CENTER BLVD. (530) 822-7100
YUBA CITY. CALIFORNIA 95993 : (53M 822-7103 FAX
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Board of Supervisors’ Mileage Reimbursement

Findings:

1.

Supervisor Silva violated two Sutter County policies, the Sutter County Salary Code
Ordinance (Section 52-599(b)) and the Sutter County Board of Supervisors’ Expense and
County Elected Official Ethics Policy (12/05 1.h.ii) on November 15, 2006, and June 5,
2007, by filing reports that were not representative of actual mileage, exceeded a reasonable
timeframe and the 120-day reimbursement period.

The Grand Jury makes no finding as to whether Supervisor Silva inflated or understated the
mileage reimbursement that was due to him.

. The Grand Jury finds that inaccurate and untimely record keeping is the cause of these

violations. The Grand Jury further finds that Supervisor Silva acknowledges this poor record
keeping and “pleads ignorance” of his own policies. Supervisor Silva makes the assurance
that future expense reimbursements will be made timely within 120 days or less.

The Grand Jury finds that the procedure for submitting expense reimbursement claims is to
submit their reports to the County Counsel at which time they are checked for legality,
endorsed by the County Counsel, and forwarded to the Auditor-Controller’s Office for
payment. The Grand Jury finds that no other Supervisors are in violation of these policies in
this way. The four remaining Supervisors all elected to take the $100 flat mileage
reimbursement.

Through the course of this investigation, the Grand Jury also found that it is the responsibility
of the individual submitting the reports to audit and report accurately and with integrity.

Recommendations:

1.

It is the continued recommendation of the Grand Jury that all expenses be recorded with
complete accuracy, including start and destination mileage, meals that are on county time,
and all other travel or business expenses that are allowed in the Sutter County Travel and
Business Expense Policy, the Board of Supervisors’ and Elected County Official Ethics
Policy and the Sutter County Ordinances Salary Code Sections 52-592 and 52-599.

The Grand Jury further recommends that all expense reimbursement requests be filed every
120 days or less to comply with the Board of Supervisors’ and Elected County Official
Ethics Policy.

While it is not the obligation of the County Counsel to check for truthfulness in documents
submitted and signed by Supervisors, glaring and chronic disregard of county policy should
be apparent with even a cursory glance. The Grand Jury recommends that each Supervisor,
and County Counsel, take a second look at each of the expense reimbursement forms to
which they are signing their names, to check for veracity as well as compensability.
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4. Finally, the Grand Jury recommends that the Auditor-Controller’s Office provide all of the
Supervisors with an expense reimbursement form before their next reimbursement that
includes spaces for start and destination points to accurately record mileage and more space
to detail other expenses.

Response from the Board of Supervisors and the County Administrative QOfficer:

The Board of Supervisors and the CAO are committed to accuracy and timeliness in the
submission of their travel and business expense reimbursement claims. The CAO notes that the
County’s draft revised Travel Policy includes a firm 120-day deadline for submission of travel
expense reimbursements, as recommended by the Grand Jury.

A detailed response from County Counsel is included in this document as Attachment A.
The Auditor-Controller is a separate elected official and, as such, responds directly to the Grand

Jury’s findings and recommendations concerning his office. A copy of Mr. Stark’s response is
included in this document as Attachment B.
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Annual Financial Report and Audit

Findings:

1.

The Grand Jury finds the audited financial statements reflect accurately the financial position
of Sutter County.

The Grand Jury finds that twelve financial accounting deficiencies were identified by the
Independent Auditor. Of these, one has been corrected and two others will be eliminated by
actions already taken by the Board of Supervisors. Of the remaining conditions, most are
“easy to correct” and those corrections must be initiated by the Auditor-Controller.

. The Grand Jury finds that the Auditor-Controller does not have a complete written

procedures manual. This condition was first identified in the 2002-03 fiscal year. The 2006-
07 Grand Jury stated the following: “The Grand Jury recommends the Auditor-Controller
focus on completing updated and accurate policies and written accounting procedures for the
use of all departments within the county, as recommended by the Harvey M. Rose report, and
that the Auditor-Controller’s Office provides periodic updates to the Board of Supervisors as
to the status of completion of these recommendations.

The Grand Jury finds, and commends, an increased level of cooperation between the
Auditor-Controller’s Office and County Administration.

Response from the Sutter County Board of Supervisors and the County Administrative Officer:

We agree with all four findings.

Recommendations:

1.

The Grand Jury recommends that the Auditor-Controller implement the recommendations
suggested by Smith & Newell in their Management Report. It should be the goal, which in
the view of the Grand Jury can be easily achieved, to correct all identified conditions by the
end of the next fiscal year.

Due to the obvious importance of having a written procedures guide and the assistance that
has been provided to him, the Grand Jury is incredulous that this condition has taken so long
to be addressed by the Auditor-Controller. The Grand Jury recommends that the Auditor-
Controller complete the written procedures manual post-haste.

Response from the Sutter County Board of Supervisors and the County Administrative Officer:

The Sutter County Board of Supervisors and the County Administrative Office agree with both
recommendations. The Board of Supervisors believes that it is essential for the Auditor-
Controller to develop the written procedures manual. The Board continues to be willing to fund
the firm of Harvey M. Rose & Associates to assist the Auditor-Controller in writing the manual.
The Board must emphasize to the citizens and to the Grand Jury that, because the Auditor-
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Controller is an independently-elected official, the Board cannot compel the Auditor to comply
with the recommendation.

In his response to the Grand Jury (Attachment B), the Auditor stated that:

“Unfortunately, much of the work will have to be redone now since we have just
learned that the County Administrator is recommending that the County adopt an
administrative guide which uses a special format that is not compatible with the
work which has already been done. We will continue to work on this as time
allows. We anticipate having this done by the end of 2008-09.” [this concept is
repeated in several other sections of the Auditor’s response]

It should be noted that the proposed Countywide Administrative Policy Manual was conceived as
a document that would be separate and distinct from the Auditor’s financial management
policies manual. Therefore, the Auditor may format the financial management policy manual in
the manner that is most logical to him. Nevertheless, we cannot conceive how a matter of
Jormatting styles should cause a significant delay in developing the financial management policy
manual.

In his response to the Grand Jury (related to a recommendation regarding recordation of
reserves/designations), the Auditor also stated that:

“This involves coordinating the County’s standalone budget system with the
general ledger. This is not under the control of the Auditor-Controller’s Office.
We understand that Stephanie Larsen in the County Administrator’s Office and
Information Technology Department are working on this project.”

The County’s stand-alone budget system is approximately 35 years old, a dinosaur by
information technology standards. The County Administrator’s Office has learned that
acquiring the budget module of the integrated Financial Management System already approved
by the Board of Supervisors would cost only an additional $28,000. This is far less expensive
than attempting to purchase a new budget software system by any other manufacturer. When the
contract with SunGard Systems goes to the Board of Supervisors for final approval, the CAO
intends to recommend that the budget module be included with the purchase of the upgraded
Financial Management System and new Personnel and Payroll modules. Since a new integrated
Jfinancial management and budget system will be available to the County within the next year or
two, it does not appear to be cost-effective to devote resources to custom programming of the old
systems at this time.

The Auditor-Controller is a separate elected official and, as such, responds directly to the Grand

Jury’s findings and recommendations concerning his/her office. As stated above, a copy of Mr.
Stark’s response is included in this document as Attachment B.
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Travel & Business Expense Policy

Findings:

1.

The Grand Jury finds that the practice of Sutter County Administrative Officer Larry Combs
to submit his expense reimbursements annually exceeds standard business practices and the
recommendations of the IRS.

Auditor-Controller Robert Stark’s interpretation of the IRS rule does not fall within standard
accounting practices. The “Safe Harbor Rule” is not a steadfast timeframe for
reimbursement.  Since the County policy did not contain a timeframe for expense
reimbursements, the “Facts and Circumstances” of which the reimbursement would depend
enabled the County to reimburse Mr. Combs.

. The Grand Jury disagrees with County Counsel Ronald Erickson’s opinion that a four-year

period for reimbursement of the CAO’s claim was “within a reasonable timeframe.” There is
disagreement, even within the CAQO’s office, as to whether the IRS code section referenced
by the County Counsel even applies in this case. Common sense dictates to the Grand Jury,
and should have to County Counsel and the Board of Supervisors as well, that a four-year
delay in submitting a claim for reimbursement cannot be deemed reasonable, absent any
extraordinary circumstances.

Mr. Combs’ inattention to his financial record-keeping resulted in an inefficient use of
County resources. The Auditor-Controller, County Counsel, and the Board of Supervisors
were all required to spend time on this issue, which would have been unnecessary had Mr.
Combs submitted his claims in a timely manner.

The Grand Jury finds that the current Travel & Business Expense policy is insufficient to
address these issues, and it is necessary to implement the new, consistent, non-arbitrary
policy. The lack of a comprehensive policy, which was exacerbated by the delay in coming
to agreement upon a new policy, has caused chaos between departments.

Unclear direction from Deputy CAO Barbara Kinnison and steadfast refusal to accept a
denial of claim from County Counsel Ronald Erickson has caused delay in payments and
required that the Board of Supervisors become involved in small dollar amount
reimbursement claims. In both cases, these claims may have been resolved by referring to a
comprehensive travel policy.

Recommendations:

1.

2.

The Grand Jury is aware that a revised Travel & Business Expense Policy has been submitted
for the Auditor-Controller to evaluate. It is the recommendation of the Grand Jury that the
drafted and revised policy be adopted immediately to prevent any further ambiguity.

It is the Grand Jury’s further recommendation that the Auditor-Controller take his direction
first from a clear and comprehensive policy, as it pertains to all manner of expense
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reimbursements. When there is an unclear point in the policy regarding a reimbursement, the
Grand Jury recommends that the Auditor-Controller attempt to obtain clarification from the
Department Head and/or the CAO’s Office.

3. In the current highly-charged climate between the CAO’s office and the Auditor-Controller,
there is no room for unclear communication. The Board of Supervisors, department heads,
and members of the CAO’s office must be clear in their direction ensuring that their
communications are precise and well-documented. Reasonable, professional employees and
elected officials should be able to come to an understanding or resolve a misunderstanding
without involving all of the other County resources. The Board of Supervisors should only
be involved with these matters when all reasonable methods have been exhausted.

4. Further, the Grand Jury recommends that department heads use this new Travel & Business
Expense Policy as a minimum internal control standard, accentuating it, if necessary, to meet
the needs of their individual departments.

5. To adhere with the spirit of the IRS laws and sound financial practices, it is the Grand Jury’s
recommendation that CAO Larry Combs or any other county employee responsibly submit
expense reports for expenses incurred within the timeframe set out in the policy. If an
exception must be made, it should only be made in the fiscal year in which it was incurred.
Any additional requests for expense reimbursements should be considered forfeited.

Response from the Board of Supervisors and County Administrative Officer:

The Board of Supervisors stands by the decisions and actions of its County Counsel, County
Administrative Officer, and Deputy County Administrative Officer. The Board of Supervisors
and the County Administrative Officer agree that a revised Travel & Business Expense Policy is
needed. The draft version of the revised Travel & Business Expense Policy that was obtained by
the Grand Jury has been revised several times since then, to remove further ambiguities and as
new areas of disagreement have arisen. The current version of the draft policy requires all
employees to submit travel claims within 120 days after the employee has returned from his/her
trip. Additional paragraphs will address travel which occurs near the end of the fiscal year or
travel dates which span two fiscal years.

We wish to comment specifically with regard to Findings 4 and 5, that there would have been no
difficulties at all if the Auditor-Controller complied with the Travel Policy that he and the CAO
Jjointly authored in 1994. Until Auditor-Controller Robert Stark’s disagreements with the Board
and CAO developed, Mr. Stark had not written or expressed concerns about any provisions of
the Policy being unclear, nor did he have any trouble making reasonable interpretations with
regard to any questions that arose — usually by mutual agreement with the CAO, as defined in
the Policy. 1t is specifically because of Mr. Stark’s change in perspective that a very clear and
delineated Travel Policy must now be adopted by the Board of Supervisors.

Once the new Travel & Business Expense Policy is finalized and adopted by the Board, we

believe that the rules will be clear and unambiguous, so there will be no difficulty in interpreting
them.
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Response from County Counsel:

A detailed response from County Counsel regarding the “Case Study of Claim of Deputy County
Counsel Richard Stout” is included in Attachment A.

Response from Assistant County Administrator:

A detailed response from the Assistant County Administrator regarding the “Case Study” of her
moving allowance claim is included in this document as Attachment C.

Response from the Auditor-Controller:

The Auditor-Controller is a separate elected official and, as such, responds directly to the Grand
Jury’s findings and recommendations concerning his office. A copy of Mr. Stark’s response is
included in this document as Attachment B.
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Publication of Approved Documents

Findings:

1. The Grand Jury finds that the practice of holding ordinance changes and other public
documents until there are “several” is unacceptable.

2. The Grand Jury finds that County Counsel needs to clarify this issue with his staff member to
enforce his policy regarding all future publications.

Recommendations:

1. Consistency in policy enforcement by the administration and transparency in government
demand easy access to public documents. The Grand Jury recommends that any approved
Board documents, such as ordinance changes, be published within three to five business days
of their approval.

Response from the Sutter County Board of Supervisors:

Although it’s not clear that this has been a serious problem in the past, we appreciate the Grand
Jury bringing it to our attention. As County Counsel has indicated in his response to the Grand
Jury (included as Attachment A):

“Although the department charged with ordinance administration and
enforcement would be aware of an ordinance change even if it has not been
placed in the Ordinance Code book yet, County Counsel agrees that several
months is too long.

Therefore, County Counsel will implement a policy to update Ordinance Code
books on a monthly basis.”
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