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The Honorable Speaker of the Assembly

The Honorable President pro Tempore of the Senate

The Honorable Members of the Senate and the
Assembly of the Legislature of California

Members of the Legislature:

Your Joint Legislative Audit Committee respectfully submits the Auditor
General's report on attendance record procedures of physicians at state
hospitals administered by the Department of Health.

Acting Director, Ed Beach, should consider summoning hospital
administrators to Sacramento for a refresher course and seminar on
department regulations. It appears that in some critical fiscal areas there
are none and in others, existing regulations are infeasible. Modification
should be discussed with those responsible for implementation.

By copy of this letter, the Department is requested to advise the Joint
Legislative Audit Committee within sixty days of the status of
implementation of the recommendations of the Auditor General that are
within the statutory authority of the Department.

The auditors are Gerald A. Silva, CPA, Audit Manager; Merrill E.
Tompkins, CPA; Kathleen A. Herdell; and Donald L. Truitt.

spegffull brgd tiged,

MIKE CULLEN
Chairman

ciirre =~ . Q2R | STREET ¢ SACRAMENTO 95814 =« (916) 445-0255
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SUMMARY

California state hospitals do not have a uniform system of

employee attendance reporting as required by state laws and regulations.

Without such a system, deviatioms from state laws and regulations

regarding the reporting of employee attendance can and do occur at the

state hospitals.

Some of the conditions which indicated a need for a uniform

system of attendance reporting for the state hospitals are:

State regulations requiring affirmative reporting of the
attendance hours of part-time employees were not

followed (p.9)

Some part-time physician employees received salaries

for hours in excess of scheduled work hours (p.10)

Records were falsified, resulting in some physicians

being paid less than established hourly rates (p.12)

Consultant billings were in excess of the actual hours

worked in three instances (p.13)

Salary over and underpayments were made due to

clerical errors at some hospitals (p.13).
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In addition, state hospitals, in contracting with medical
consultants, are not complying with the State Administrative Manual in
that the hospitals are not obtaining three qualifying proposals for
physician consultant services nor an explanation for the absence of such

proposals as required by the State A.dministrative Manual.

On page 14 we recommend that the Department of Health
establish and enforce uniform regulations for the attendance reporting
practices of the officers and employees of the state hospitals, and on page
19 we recommend that the state hospitals comply with the State

Administrative Manual when contracting for physicians' services.
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INTROIDUCTION

In response to a resolution of the Joint Legislative Audit
Committee we have reviewed the attendance reporting practices for
physicians at the 11 state hospitals under the administration of the
California Department of Health. This review was conducted under the
authority vested in the Office of the Auditor General by Section 10527 of

the Government Code.

In June 1977, the Department of Health found that three
physicians employed by a state hospital were not working the number of
hours equivalent to their salary base. The physicians were hired at one-
half physician's salary but actually were available on call to the hospital
instead of working one-half time. These physicians are no longer
employed at the hospital. The concern over this incident initiated the
request for our audit of the attendance reporting practices at the

California state hospitals.

The state hospitals are responsible for the care and treatment
of mentally and developmentally disabled persons. During fiscal year
1976-77 the state hospitals reported expenditures of $294,076,087

categorized as follows:

Salaries, Wages and Benefits $249,120,583

Operating Expenses and
Equipment 43,867,730
Special Items 1,087,774
$294,076,087
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The hospitals had 14, 989 authorized positions for fiscal year 1976-77 and

a resident population of 15,901 as of June 30, 1977.

The Department of Health, pursuant to our request, surveyed
the state hospitals to determine the actual number of physician positions
for fiscal year 1976-77. The following table summarizes the number of
full-time, part-time and intermittent* physicians and the amounts the
state hospitals reported as expended for salaries and wages for those

physicians during fiscal year 1976-77.

STATE HOSPITALS
NUMBER OF PHYSICIANS AND SALARIES 1/
DURING FISCAL YEAR 1976-77

Full-Time Part-Time Intermittent Total

Number Salaries Number Salaries Number Salaries Salaries
Agnews 5 $ 159,996 4 $102,478 - $ 262,474
Atascadero 7 298,269 - 2 $ 11,931 310,200
Camarillo 54 1,993,122 9 237,941 - - 2,231,063
Fairview 13 458,854 9 65,028 - - 523,882
Metropolitan 13 519,024 2 20,898 12 193,104 733,026
Napa 60 2,339,006 10 98,921 21 330,668 2,768,595
Pacific 13 519,260 1 35,568 5 77,553 632,381
Patton 15 625,970 4 13,968 2 18,823 658,761
Porterville 9 420,065 3 39,234 - - 459,299
Sonoma 19 817,272 4 76,640 5 38,115 932,027
Stockton 71 267,732 6 _ Lk, 554 - - 312,286

i;i $8,418,570 2£== $735,230 57 $670,194 ) $9,823,994

1/ Not including employee benefits.

* Intermittent employment is irregular or recurring hourly
employment that is less than full-time each year.



Office of the Auditor General

Our review of attendance reporting practices at the state
hospitals included site visits and audit tests at five hospitals* and a
questionnaire study of the other hospitals. We conducted limited tests of
the hospitals' records to provicde some measure of the hospitals'
compliance with applicable state laws or regulations. These tests were
confined to the month of Septermber 1977, except at Stockton State
Hospital where we also tested in the month of March 1977. We have
included some examples of the dewviations from state laws or regulations
for illustrative purposes. A summary of the attendance reporting

practices reported by the state hospitals is provided in Table 1, page 8.

* Agnews, Camarillo, Napa, Sonoma, Stockton
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AUDIT RESULTS

STATE HOSPITALS' ATTENDANCE
REPORTING SYSTEMS FOR
PHYSICIANS ARE INADEQUATE

The Department of Health has jurisdiction over the California
state hospitals. All of the state hospitals are subject to uniform rules and
regulations of the Department of Health (Sections 4100 and 4101, Welfare
and Institutions Code). In addition, the Department of Health is required
to establish such by-laws, rules and regulations as it deems necessary and
expedient for regulating the duties of officers and employees of the
hospitals, and for its internal government discipline and management

(Section 4109, Welfare and Institutions Code).

The Department of Health has not established uniform rules
and regulations for the attendance reporting practices of the officers and
employees of the state hospitals. Each hospital is following different

attendance reporting procedures.

The following conditions at state hospitals indicated the need

for a uniform system of attendance reporting:
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State regulations requiring affirmative reporting of the
attendance hours of part-time employees were not

followed

Some part-time physician employees received salaries

for hours in excess of scheduled working hours

Records were falsified, resulting in some physicians

being paid less than established hourly rates

Consultant billings were in excess of the actual hours

worked in three instances

Salary over and wunderpayments were made due to

clerical errors at some hospitals.

A summary of selected attendance reporting practices reported by the

state hospitals is provided in the following table.

—7-
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State Regulations Requiring Affirmative
Reporting of the Attendance Hours of
Part-Time Employees Were Not Followed

Positive attendance reporting requires reporting the number of
hours an employee was in attendance. Negative attendance reporting
records only absences and extra hours worked, with attendance assumed

unless otherwise noted on attendance reports.

The California state hospitals, in compliance with state
regulations, reportedly maintain negative attendance records for their
full-time employees.  However, pursuant to Section 18024 of the
Government Code, the State Personnel Board requires positive attendance
reporting for those state employees who are required to work other than a
regular eight-hour schedule. As shown in Table 1, Stockton, Agnews,
Camarillo, Napa, Patton, Porterville, Atascadero and Metropolitan State
Hospitals do not maintain positive attendance records for part-time

physicians and are not in compliance with State Personnel Board rules.

Neither a positive nor negative attendance reporting system
guarantees the accuracy of reported attendance; such accuracy can only

be determined by comparing reported attendance to actual attendance.
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Some Part-Time Physician Employees
Received Salaries for Hours in Excess

of Scheduled Work Hours

At Stockton State Hospital the attendance reporting practices
for the part-time specialists do not show the specific hours or times these

part-time specialists work. There is, therefore, no assurance that these

specialists work the part-time basis for which they are paid.

Five part-time physicians hold regular clinics.
*
the physicians' scheduled clinic hours with the physicians' part-time pay

percentages and found that four of the physicians were paid for hours in

excess of the scheduled clinic hours.

Physician #1 10%
Physician #2 27.5%
Physician #3 0%
Physician #4 20%
Physician #5 30%
* We were advised by hospital personnel that all of the clinics do not

operate for the full scheduled period; however, for this analysis we

Percentage that Pay Base
Exceeds Clinic Work Base

either assumed they did or allowed for a longer period.

-10-

We compared
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Based on the estimated percentages that the physicians' pay
base exceeds the work base, thie annual overpayment to the four
specialists would be $18,220 as follows:

Estimated Annual Excess Payment
Based on Work Hours

Physician #1 $ 2,180
Physician #2 4,810
Physician #3 -0-
Physician #4 4,490
Physician #5 6,740
$18,220

To the extent that the physician clinic hours are less than the pay basis,
the vacation, sick leave, retiremnent and other benefits which the

physicians receive are also in excess of those that are earned.

Hospital personnel informed us that part-time pay is based on
the need for and the value of services rendered; not solely on time spent
at the hospital. Hospital administrators advise that the hospital needs
part-time medical specialists and that the hospital has, for a number of
years, fulfilled this need by employing specialists as permanent part-time
employees rather than on a fee for service basis or on a consulting basis.
The hospital administration contends that this is the only way they can get
the specialists to provide the necessary services. According to the
hospital administration the part-time specialists prefer the arrangement
because it entitles them to vacation and sick leave benefits, and if their
part-time basis is 50 percent or more, they are entitled to retirement and

medical benefits.

-11-
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Records Were Falsified, Resulting in
Some Physicians Being Paid Less Than

Established Hourly Rates

Sonoma State Hospital employs physicians intermittently to
perform Medical Officer duty. The physicians are hired at hourly rates
established in accordance with State Personnel Board rules, but are not
paid that rate. Instead, the physicians are paid salaries established by the
hospital administration, and such salaries are less than they would be if

computed using the hourly rates.

We compared the salaries paid to these physicians during
September 1977 with the amount the salaries would have been if
determined by the State Personnel Board rates. The comparison indicated

the physicians were underpaid $1,014.

The State Controller's Payroll Manual requires that certain
payroll data, including hours worked and hourly salary rate for
intermittent employees, be submitted on payroll reports. Personnel clerks
at Sonoma State Hospital understated the number of hours worked by

these physicians on the Controller's report.

The executive director of the hospital indicated that he was
not aware of the reasons for the underpayments. The administrator in
charge of these physicians stated that the practice has taken place for

several years.

~12-
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Consultant Billings Were in Excess of
the Actual Hours Worked in Three Instances

Sonoma State Hospital has 29 consultant contracts providing
for medical services. The contracts provide for an hourly rate; except for

one contract which provides for $100 per consultation.

During September 1977, 12 consultants billed the hospital for
services. Three of the billings appeared to be in excess of the actual
hours worked as indicated by clinic schedules. We discussed the situation
with the program director responsible for approving the payments to the
consultant physicians. He agreed that the billings were excessive and
stated that he would inform the hourly consultants that in the future they
would be paid only for actual hours worked. Payments to the other

consultants were in accordance with the terms of the contracts.

Salary Over and Underpayments Were Made
Due to Clerical Errors at Some Hospitals

We noted several deficiencies in the preparation of permanent

employee attendance reports by personnel clerks.

At Camarillo, Metropolitan, Napa and Stockton State
Hospitals, we noted errors in postings to permanent employees' records.
Most errors were in leave and overtime balances. However, our review of
the September 1977 payrolls at Metropolitan and Camarillo and a limited
test of March 1977 records at Stockton disclosed that errors in calculating
hours worked resulted in $348 in salary underpayments and $961 in salary

overpayments to part-time and intermittent physicians.

-13-
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Sonoma State Hospital personnel clerks have been determining
fractional time salaried positions on a 160-hour work month instead of a
168 or 176-hour work month, or the average of 173.7, as specified in Title
2 of the California Administrative Code, (Sections 652 and 93
respectively). As a result, part-time physicians have been allowed to work
fewer hours each month than the normal fractional time base. We
estimate that during September 1977, this practice resulted in salary
overpayments of $257 to three part-time physicians at Sonoma State

Hospital.

CONCLUSION

The Department of Health has not established uniform
regulations for the attendance reporting practices at the 11
California state hospitals. Attendance reporting systems for
physicians within the state hospitals have resulted in instances
of nonadherence to state regulations and salary over and

underpayments.

RECOMMENDATION

We recommend that the Department of Health establish
uniform regulations for the attendance reporting practices of
the state hospitals as required by the Welfare and Institutions
Code. In addition we recommend that the Department

establish policies to ensure that such regulations are followed.

~14-
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BENEFIT

Establishing a uniform system of regulations for the state
hospitals would communicate to those hospitals what their
responsibilities are regarding attendance reporting and would
lessen the likelihood of future over and underpayments to

physicians at California state hospitals.

-15-




























































