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Stanislaus County
1010 10" Street, Suite 6500

Modesto, CA 95354
Dear Chairman Monteith
The Stanislaus County Civil Grand Jury has completed the attached report titled “Stanislaus

County Detention Facilities Inspections” that requires a response
| am also attaching the following additional reports; although these do not require a response

the Grand Jury invites a response
“Participation in the Annual Financial Audit’

1. ici
Del Puerto Healthcare District

2- “w
The Grand Jury is providing you copies of these reports two days in advance of their public
release, as required by California Penal Code §933.05(f). The Penal Code prohibits you from

disclosing any contents of the report prior to public release by the Grand Jury

Please submit a hard copy and an electronic copy of your response to the Presiding Judge of
the Superior Court, the Honorable Marie Sovey Silveira, at PO Box 3488, Modesto, CA 95353

Enclosed are guidelines that may be helpful as you prepare your response.

Sincerely, _
[
CCZ’JJ(Q 5«'14(@ /J? / S (3'
Edward Halsey
Foreperson
2015-2016 Civil Grand Jury

Attachments: 3 reports
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"HOW TO RESPOND TO FINDINGS & RECOMMENDATIONS

Responses

The California Penal Code §933(c) specifies both the deadline by which responses shall be made
to the Civil Grand Jury Final Report recommendations, and the required content of those
responses.

Deadline for Responses

All agencies are directed to respond to the Presiding Judge of the Stanislaus County Superior
Court,

» Not later than 9o days after the Civil Grand Jury submits a final report on the
operations of a public agency, the governing body of that ageney shall respond to the
findings and recommendations pertaining to the operations of that agency.

» Not later than 60 days after the Civil Grand Jury submits a final report on the operation
of a County agency, the elected head governing that agency shall respond to the findings
and recommendations pertaining to the operations of their agency.

> Information copies of responses pertaining to matters under the control of a county
officer or agency are to be sent to the Board of Supervisors.

> A copy of all responses to the Civil Grand Jury reports shall be placed on file with the
clerk of the public agency and the Office of the County Clerk, or the city clerk when
applicable.

> One copy shall be placed on file with the applicable Civil Grand Jury by, and in the
control of, the currently impaneled Grand Jury, where it shall be maintained for a

minimum of five years.

Content of Responses

For each Civil Grand Jury findings and recommendations, the responding person or entity shall
report one of the following actions: ~

» The respondent agrees with the finding

» The respondent disagrees wholly or partially with finding and shall include an
explanation.

» The recommendation has been implemented, with a summary regarding the
implemented action.

» The recommendation has not been implemented, but will be implemented in the future,
with a time frame for implementation.

» The recommendation requires further analysis, with an explanation and the scope and
parameters of an analysis or study, and a time frame if it is to be implemented later.

10f2
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Stanisians County Civil Grand Jury (SCCGJ)
Participation in the Annual Financial Aundit Report
For the Fiscal Year Ended June 30, 2015

In accordance with California Penal Code Section 925, civil grand juries are required to
investigate and report on the operations, accounts, and records of the departments or functions of
the county. Therefore, the 2015-2016 Stanislaus County Civil Grand Jury (SCCGI) reviewed the
Stanislaus County Fiscal Year 2015 Single Audit Report dated June 30, 2015. The audr[ was
conducted by Brown Armstrong Accountancy Corporatlon

- GLOSSARY

‘Commprehensive Annual Financial Report (CAFR): A set of US government financial statements -

Modified Opinion:

SCCG

Single Audit:

Unmodified Opinion:

comprising the financial report of a state,
municipal, or other governmental entity that
complies with the accounting requirements
promulgated by the Governmental
Accounting Standards Board.

Modified opinion report is issued when the
auditor encountered one of two types of
situations that do not comply with Generally
Accepted Accounting Principles (GAAP);
however, the rest of the financial statements
are fairly presented.

Stanislaus County Civil Grand Jury

The Single Audit, also known as the Ofﬁce :

of Management and Budget (OMB) A-133

Audit, is a rigorous organization-wide audit
or examination of an entity that expends
$650,000 or more of federal assistance
received for its operations.

Auditor’s opinion of a financial statement,
given without reservation. Such an opinion
basically states that the auditor feels the
entity followed all accounting rules
appropriately and that the financial reports
are an accurate representation of the entity’s
financial condition.
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BACKGROUND

The 2015 Stanislaus County Audit Report addresses the Comprehensive Anrual Financial
Report (CAFR), as well as the Single Audit Report. The 2015 CAFR is intendedsolely to
describe the scope of financial internal control testing and to assure the county’s financial
statements are free of material misstatement. The audit includes a sampling of departments and
programs within Stanisiaus County. This report received an unmodlﬁed opimon, and there were
no management comments submitted.

The Single Audit addresses compliance with OMB A- 133 which applies to the county’s major -
federal programs. All programs in this report received an umnodlﬁed opinion.

The audits included the following: Health Services Agency, Inmate Welfare, Regional 911,
Insurance Fraud Program, North County Corridor Transportation Expressway Authority JPA
(Joint Powers Authority), Stanislaus Animal Services Agency, City-County Capital

. Improvement and Financing Agency, Treasury Oversight Report, Tobacco Endowment
Investment Fund, and the Transportation Development Act Fund.

METHODOLOGY

Members of the SCCGJ 2015-2016 attended the entrance audit conference on August 19, 2015,
and the exit audit conference on February 24, 2016. The review of the 2015 Stanislaus County
Audit was conducted by receiving a briefing from the Brown Armstrong Accountancy
Corporation. ,

FINDINGS

F1. The audits show that the accounting policies of Stanislaus County are being followed and
the office of the Stanislaus County Auditor-Controller has excellent leadership and
" management.
F2. The continuity of management at all levels has resulted in a depth of knowledge and a
~ commitment to adhere to the accounting policies and procedu:es established.

COMMENDATION

The Stanislaus County Board of Supervisors should publicly recognize the outstanding efforts of
the staff within the Stanislaus County Auditor-Controller’s office and directors and staff of each

- Stanuslaus County Department. Stanislaus County continues to be recognized as a model county

- organization within the state by Brown Armstrong Accountancy Corporation at exit briefings.

INVITED RESPONSES

Stanislaus County Auditor-Controller
Stanislans County Board of Supervisors
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2015 —~ 2016 Stanislans County Civil Grand Jury
Stanislaus County Detention Facilities Inspections -
' Case # 16-13-GJ

The 2015-16 Stanislaus County Civil Grand Jury (SCCGJ) conducted its annual detention
facilities inspections, as required by California Penal Code 919(b) [CPC919(b)]. The SCCGJ
commends the Stanislaus County Sheriff’s Department for its professionalism and assistance
during the SCCGJ inspection process at the Public Safety Center (PSC), Day Reporting Center
(DRC), and the Downtown Jail (DJ). Additionally, the SCCGJ wants to thank the Stanislaus
County Probation Department for its cooperation during the inspection process at the Juvenile
Detention Facilities (JDF) and Day Reporting Center (DRC).

The SCCGJ is providing interested members of the public this detzailed report as a means of
sharing insights and mformatlon not readily available to the public.

GLOSSARY
AB109

ABY00

CAP

CFMG
CPC919(b)

CPC4025.5

DJ
DRC
FIFO
jce

California Assembly Bill AB 109 Pertarning to state penitentiary inmate
realignment/transfer to county Ji jails.

California Assembly Bill supplement to AB109 — Requires the state to reimburse
locel agencies for certain costs they incur for adhering to state mandates.

Culinary Arts Program

California Forensic Medical Group

California Penal Code 919(b) — The grand jury shall inquire into the condition and
management of the public prisons within the county.

California Penal Code 4025.5 — Inmate Welfare Fund

Existing law provides that the sheriff of cach county may maintain an inmate
welfare fund to be kept in the treasury of the county. Ten percent of all gross sales
of inmate hobby craft, and any rebates or commissions received from a telephone -
company, as spécified, are required to be deposited. Existing law authorizes the
sheriff to expend money from the fund to assist indigent inmates, prior to release,
with clothes and transportation expenses, as specified. Existing law authorizes
inmate welfare funds to be used to augment county expenses determined by the
sheriff to be in the best interests of the inmates. The sheriff is required to submit
an itemized report of those expenditures annually to the board of supervisors.

Downtown Jail
Day Reporting Center
First in, First out

Juvenile Commitment Center
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JDF Juvenile Detention Facilities
TH Juvenile Hall
PSC Public Safety Center (Adult detention facility)
RN Registered Nurse
SCCGJ Stanislaus County Civil Grand Jury
SCCILS Sheriff’s Custody and Community Institute of Life Skills
Title 15 Califofnia Department of Corrections and Rehabilitation regulation pertaining to

jail standards; each inmate shall be provided a wholesome, nutritionally balanced
diet. Nutrition levels shall meet the recommended dietary allowances and dietary
reference intakes as established by the Nutritional Board of the Institute of -
Medicine, National Academy of Science.

BACKGROUND

CPC 919(b) mandates that all civil grand juries inquire into the condition and management of the
public prisons within the county.

METHODOLOGY

 Utilizing the Detention Facility Inspection Form, which was downloaded from the California
Civil Grand Jurors’ Association website (cgja.org), the SCCGJ panel inspected the foliowing
facilities:

Stanislaus County Public Safety Center (PSC)
200 Hackett Rd.
Modesto, CA 95358

Sta.nislaus-County Downtown Main Jail (DJ) (men only)
1115HS8t. '
Modesto, CA 95353

Stanislaus County Day Reporting Center (DRC)
190 Hackett Rd.
Modesto, CA 95358

Stanislaus County Juvenile Commitment Center (JCC)
2215-A Blue Gum Ave. ‘
Modesto, CA 95351

During the inspection the SCCG] interviewed the sergeant, deputies and a classroom of inmates.
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PUBLIC SAFETY CENTER (PSC}

The PSC is located adjacent to the Sheriff’s Department headquarters. At the time of the SCCGJ
inspection, there were 918 inmates in custody both male and female. The PSC is constructed
using a pod-style architecture whu:h allows for direct supervision (inmates within eyesight of
deputies at all times).

Only females are booked at the PSC. Approximately 3,000 female arrestees are booked each
year. As part of the book_mg process a medical screening form is completed by the intake
‘deputy. If there are any “yes” answers to the questions, a nurse will interview the airestee in
more depth. Arrestees are fingerprinted, photographed, and then placed in a holding cell. Female
inmates are interviewed extensively to determine where they are best housed.

Kitchen

The kitchen facility prepares up to 4,500 meals per day for all county adult detention facilities.
There is capacity to service outside counties as needed. A dietitian is employed on a retainer
basis. Diets for medical or religious purposes are provided. The menu rotates every two weeks.
Within the kitchen there is a state-of-the-art bakery where inmates are trained for an occupation
after release.

Facility staffing is augmented with inmate labor. Between 20 and 30 inmates work each shift.
Inmates are supervised by deputies at ratio of one deputy to eight inmates. Conflicts between
inmates or staff and inmates result in the inmate being removed from kitchen duties.

Laundry

Approximately eight tons of laundry are done each day. The operation serves all county
detention facilities. Up to 12 inmates work in the laundry facility Monday through Friday.

Inmates are provided a change of clothes twice per week and bed sheets are changed out once
per week. During winter months, one additional blanket is provided.

Units 1 and 2

Units 1 and 2 are two separate buildings used to house inmates. Each unit consists of three
housing facilities — A, B and C. The SCCGJ inspected only Unit 2.

The SCCGJ inguired about the use of video cameras at the facility. Only the doors which access
the facility and each housing unit have cameras. None of the units or dorms have interior

- cameras, and a camera view into cells or showers is not permitted. The only cells that have

cameras are the safety and sobering celis. Since the units and dorms are considered direct
supervision, where a staff member is always present, there 1s no need for cameras, and this isnot -~
seen as a cost or safety issue.

None of the custodial deputy staff wear body cameras in the facilities or on the street; at this
point, it is a policy issue that is not favored, although body cameras are an item that could be
added in the future. Currently, if there is an incident or a planned cell extraction, custodial
sergeants carry a small video recording device to capture the incident.
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Staffing in each housing facility consists of one deputy for every 86 inmates. When inmates are
out of their cells, 43 are allowed out af a time.

Inmates are classified by color of their clothing. White and orange identifies protective custody,
gray is for general population, red and white striped is for maximum security inmates.

At the time of our inspection, therelwere 124 i_nm_ates charged with murder.

The PSC has seen an increase in serious and violent offenders due to ABl 09. These more serious
offenders are being housed in the county jail facilities.

(Gang members are segregated by gang affiliation.

Minimum security inmates are allowed contact visits. All other inmates use a visiting room that
has a glass partition with a phone and speaker. Inmates meeting with their attorneys are in an
area that has a glass partition, phone, speaker, and a small pass through for documents. No
visitors are allowed on Wednesdays which are used for detailed cleaning.

Inmates have recreation three hours per week, scheduled one hour at a time every other day. A
typical day’s schedule consists of breakfast at 5:00 a.m., lunch at 10:30 a.m., and dinner at 4:00°
p.m. Lights are out at 10:00 p.m.

There is a commissary kiosk at the PSC. Family members can deposit money in an inmate’s
accounts and they are assessed a $2.00 transaction fee. Inmates obtain commissary items by A
filling out an order form. Orders are filled by custodial deputies and deliversd on a specific day
of the week. Inmates are allowed to spend no more than $100.00 per week. Upon an inmate’s
release, any remaining balance in their account is given to them on a debit-type card. All profits
from the commissary are kept in the Inmate Welfare Program Fund.

Custodial deputies attend a six-week state certified academy. They work rotating 12-hour shifts —
three days on, four days off one week, then four days on and three days off the following week.
Frequently, due to unanticipated absences, on-duty custodial deputies are mandated to work four
bours’ overtime, making their shift 16 hours long.

Emergency Evacuation Plan drills are reviewed by the Title 15 Compliance Deputy. This
custodial deputy makes sure that the PSC facility is in compliance with the Board of State and
Community Corrections regulations. Custodial deputies are trained for medical emergencies and
there are automatic emergency defibrillators in the facility.

Education and Classrooins

In 2012, the Sheriif’s Custody and Community Institute of Life Skills (SCCILS) curriculum was
designed to offer a variety of services to inmates housed at the PSC. The classes are taught by
volunteers and custodial deputies. The overall goal is to extend a variety of services to the inmate
population in an effort to reduce the likelihood of recidivism. (Attachment A)

This is a sampling of the numerous course offerings: Anger Management, Cognitive Awareness,
General Education Degree (GED), Preparation Courses, Substance Abuse, Theft/Shoplifting,
Life Skills Course, Successfully Transitioning into the Community, and parenting classes. See
Appendix (1) for a complete list of classes offered.

‘Participation in educational programs is voluntary; approximately 10% of inmates attend classes.
Following an assessment, inmates are required to complete core courses before attending elective
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courses. SCCILS Peer Mentors are inmates that have completed the core classes, show life-skill
progress, and are in good behavioral standing with the sergeant. Once assessed by the sergeant
they are then able to assist other inmates enrolled in SCCILS. Peer Mentors help overcome trust
~ issues held by the inmates in the program. Also, Peer Mentors benefit from helping others learn
what they have learned about recovery and rehabilitation. Since the start of the SCCILS
education programs, the recidivism rate is 33% for those inmates completmg education as
compared to 67% for those Who do not participate. ‘

Classroom programs are well recewed by the inmates who attend. Inmates choose to attend the
classes because they feel they are ready for a change in their lives. When inmates are taught by
custodial deputies, a bond is created. Inmates learn how to deal with the issues of living in
society. Inmates leave the programs thinking about the consequences of their actions and the
outcome rather than thinking about themselves.

Inmates can attend four to five 1-1/2 hour classes a day. The sergeant and custodial deputies
review inmates’ behavior to assess if they are responding to classroom instruction. The sergeant
and the custodial deputies attended thorough training to become classroom instructors, and the
sergeant is frained as a “Tramn the Trainer” if needed to train future deputies to become
instructors.

During the inspection of the PSC the SCCGJ aftended a class while in session, and was able 1o
hear first-hand from the inmates how the Education Program had an impact on their lives. The
feedback the SCCGIJ received was overwhelming; the inmates felt the class has helped them
cope with behavioral changes and the SCCGJT was witness to heartfelt festimonies.

FINDINGS

F1.  Closed-circuit video cameras are used only on doors which access the facility and each
housing unit, and in the safety and sobering cells, since camera views into cells or
showers are not permitted.

F2. Currently, Stanislaus County custodial deputies do not wear body cameras either in the
facilities or on the street. Video recording devices are used if there is an incident or if
there is a planned cell extraction.

F3.  Twelve-hour shifts are difficult to fill when deputies are unexpectedly absent.

'RECOMMENDATIONS

R1.  The Stanislaus County Sheriff’s Department should consider pufchase and installation of
additional CCTV cameras in the general population units where permitied at the Public.
Safety Center.

R2.  The Stanislaus County Sheriff’s Department should consider equipping custodial
deputies in all detention facilities with personal body cameras that are actwated when
inmates are in the pods outside of their cells.

R3.  The Stanislaus County Sheriff’s Department should reconsider the current sfafﬁﬂg model
of 12-hour shifts versus 8-hour shifis. In the alternative, consider creating part-time
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positions (reserve custodial deputies) to augment scheduling in the event of unanticipated
absences and to serve as a resource for full-time candidates for hiring,

COMMENDATION

The SCCGJ would like fo commend the Stanislaus County Sheriff’s Department on the SCCILS
program offered at the PSC. The program has been well received by both staff and inmates and
has contributed to a 33% reduction in the recidivism rate for those inmates that have completed
the courses. This is an excellent program that has generated postiive results. '

STANISLAUS COUNTY DOWNTOWN JAIL (DJ)

The DJ (men only) is located in downtown Modesto. It is a three story linear style jail that

opened in 1955. The third story was added in 1972 and included the most modem and most

secure electric door and security panels for its day. The average inmate population is 350 witha

maximum capacity of 396. There are two custodial deputies assigned to each floor. There is only
one elevator to service all three floors.

The DJ contains facilities for booking and temporary detention. In addition, it provides housing
for sentenced, un-sentenced, and high-risk inmates. Approximately 22,000 male inmates are
booked each year.

There is a 12-bed dorm-style cell for inmates with the same gang classiﬁcation This creates
segregatlon from rival gangs. Keeping members of the same gang together in these cells helps
minimize their manipulative influence on other inmates.

There is an optlonal cell that is used for inmates who have been classified & behav1oral and/or
security risk. There are separate cells for inmates with mental health issues.

DJ inmate clothing is specifically color coded for General Population, Protective Custody,
Mental Health, Maximum Security, and Gang Classifications.

The first floor includes the booking area, interview rooms, medical screening area, fingerprinting
and booking photos. In addition, there are holding cells for intoxicated inmates and safety cells
for those with mental health issues.

The second floor has mterwew rooms, medical exam rooms, a central laundry dispensing area,
and jail cells. :

The third floor has a dental office, medical rooms, attorney interview rooms, and cells, including.
single-inmate cells. :

In 2012/2013, steel-mesh screening was added for safety measures to some cell bars to prevent
contact in narrow walkways.

Meals which are provided by the PSC are served to all inmates in their cells.
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The basement serves as the receiving point for all arrestees brought in by law enforcement. In
addition, inmates who have court appearances are also brought in via the basement. There is a

- tunnel that connects the jail to the courthouse for inmates being brought into court. Within the
tunnel structure, several holding cells serve as secure staging areas for the inmates. On busy
court days, up to 200 inmates from all detention facilities are processed through the court system.

The exercise area is located on the roof and is enclosed with wire mesh-screening. Inmates are
required to be provided three hours of exercise per week. There is no gym equipment provided.
The exercise area is divided into six separate sections with chain-link fencing. This allows for
several different inmate classifications to be segregated during exercise. The idea of building
separate sections was proposed by staff; it creates better inmate management during exercise .
times. There are nonlethal-force weapons available to the deputies, if needed.

Visitation 1s daily except Wednesdays, which are reserved for clothing and bedding changes.
Inmates are allowed two 30-minute visits per week to maintain family relationships. Visitation
hours are 8:00 a.m. to 10:30 a.m., 1:00 p.m. to 3:00 p.m. and 6:00 p.m. to 10:00 p.m. Inmates
must complete a Request for Visitation form for approval prior to any visits. Visitation can be
denied for disciplinary reasons, and denials may be appealed.

Contraband is considered an ongoing problem. Types include razors fashioned as weapons,
stabbing weapons (shanks), drugs, mirrors, and prison-made alcohol (prune). Cells are randomly
searched approximately once per week — more often if specific information is obtained. Suicides
are not very common. There was one suicide in the past two years. There were 11 in-custody
deaths in the past two years, all associated with medical issues.

During the tour, the SCCGJ leamned that gang members keep logs of custodial deputies’ names
and daily routines. The SCCGJ believes this activity could result in gang members sharing the
information with their peers on the street, thereby creating the potential for intimidation of
deputies and the deputies’ families.

FINDINGS

F4.  Gang members’ logs of custodial deputies’ names and daily routines could cause
intimidation of custodial deputies and their families.

RECOMMENDATIONS

R4.  The Stanislaus County Sheriff’s Department should consider removing the names of
custodial deputies from their uniforms.

DAY REPORTING CENTER (DRC)

The DRC construction began in August 2014 and opened August 13, 2015. Ttisa 13,000 square
foot secure building. It includes eight interview rooms, six classrooms, multi-purpose room, and
computer lab. '

The DRC is under the jurisdiction of the Probation Department, in partnership with the
Stanisiaus County Sheriff’s Department and Bebavioral Health and Recovery Services. The DRC
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is designed to offer a variety of services to offenders who are under the jurisdiction of the
Probation Department. The main goal is to reduce the likelihood of recidivism.

Program participants first meet with a counselor to determine risk level. In addition, an RN
coordinates any mental health needs with primary care physicians. Participants are assigned to
the appropriate courses, and upon completion, probation officers follow up with probationers in
the community. :

The overall goal of the DRC is to become a “One;Stop Shop” for initial assessments and
evidence-based programming to evaluate and address the offenders needs.

The following is a sample of the services and classes that are being offered: Cognitive
Behavioral Therapy (CBT), Anger Management Counseling, Thinking for a Change (T4C), Drug
and Alcohol Counseling, GED Preparation Courses, and a SZ-Week Domestic o
Viclence/Batterer’s Treatment program. :

Bus passes are offered to those in need of transportation.

FINDINGS

None |
RECOMM‘ENDATIONS
None
COMMENDATIONS

The SCCGJ commends the Stanislaus County Probation Department for their professionalism
and assistance during the SCCGJ inspection process at the DRC.

STANISLAUS COUNTY JUVENILE DETENTION FACILITIES (JOF)

Juvenile detention facilities consist of the Juvenile Commitment Center (JCC)and the J uvenile

Hall (JH).

Juvenile Commitment Center

The JCC was completed in 2013 at a cost of $22.4 million. This facility houses up to 60 youth .
offenders who require a defined period of incarceration. The focus is on rehabilitation through
vocational programs and mental health counseling. This 47,000 square-foot facility.includes
classrooms, occupational training rooms, program space, administrative offices, kitchen culinary
training, gymnasium, and outdoor recreation areas.

The JCC was built to focus on natural light, energy efficiency, lighting systems, and heating and
air conditioning ventilation systems; the temperature throughout the facility is maintained at 72
-degrees Fahrenheit.

Cameras are utilized throughout the facility.
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Staffing ratio is 15 youth to one staff member. Each living unit holds up to 15 youth in single or
double cells consisting of one or two beds with lightweight matiresses on cinderblock, stainless
steel toilet, sink, and mirror. Accommodations are made for all special needs youth.

All youth are required to attend school while in JCC. There are high school diploma and general
education development (GED) programs available. Each classroom is staffed with one teacher
and one teacher’s aide. Staff is provided through the Stanislaus County Office of Education. A
computer lab classroom is available but not currently being staffed.

A Culinary Arts Program (CAP) is offered. The youth are required to be interviewed in order to
participate in the CAP, Each class has 12 to 13 students. The youth are given the Food Protection
Management Certificate exam (Serve Safe Test) after working a minimum of 30 hours. If they
pass the test, they are issued a Food Handler Certificate which can be used to help them obtain
employment in a food service career.

The kitchen is a state-of-the-art facility. Five full-time staff work in the kitchen and are assisted
by youth workers. All prep work is done by staff. Knives are kept in a locked box. Kitchen
utensils used by youth are counted before and after each shift. Youth are trained and certified to
use all kitchen equipment. : ‘

Menus are submitted to the dietitian for approval; they follow Title 15 dietary regulations.
Inventory of all food is maintained on a First in First Out (FIFO) basis.

Visitation takes place on Wednesday and Thursdays 6:00 p.m. to 8:00 p.m. and Sunday 1:00
p.m. to 3:00 p.m.

Mandatory exercise is scheduled one hour per day, Monday through Friday and two hours on
Saturday and Sunday.

Phone calls by youth are on a collect call basis.

Youth are classified by their clothing: Green is for males, purple is for females and orange is for
maximum security. ‘

~ There is a garden area that was built and is maintained by youth. There are two pla.utings‘ per
year and seeds are donated by Stanford University. Produce grown is used in the kitchen.

FINDINGS
Fs. The computer lab classroom is currently not being utilized due to lack of staifing. -
RECOMMENDATION

R5.  The Stanislaus County Probation Department should consider recruiting community
volunteers to assist in the staffing of the computer lab classroom.
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- Juvenile Hall

Juvenile Hall (JII) was built in 1977/78. It is a 45,000-square-foot facility that has a maximum
capacity of 158 youth. JH is 2 maximum security detention facility for juveniles who have
committed offenses prior to their 18th birthday. Those youths who are detained by the Juvenile
Court are kept in custody pending completwn of their court proceedings. The Juvenile Hall staff
reported that the youth recidivism rate is approxunately 80%.

During the booking process, an intake form is used to mqm_re about medical conditions,
including mental health issues. All youth are tested for lice and tuberculosis. Prior to being
placed into a cell, the youth take a shower and are issued clean clothes. Suicide and
detoxification rooms are available, if needed.

The medical clinic is staffed 24 hours a day, seven days per week. There is an RN on staff as
well as an on-call doctor. All medical staff are contracted through the California Forensic
Medical Group (CEMG). Medications are dispensed twice per day and are kept in a locked cart.
Inventory of medications are performed before and after each shift.

All of the youths’ basic needs are provided. Parents are charged $24.41 per day; however, few
can afford to pay.

Youth perform all housekeeping duties daily. They are up at 6:00 am. to clean rooms and attend
to personal hygiene needs. Clean clothes are issued daily and clean towels and sheets are 1ssued
twice per week.

School is mandatory and teachers are contracted by Stanislaus County Office of Education.
Classes start at 8:00 a.m. and end at 2:30 p.m. with a 45- to 60-minute lunch break. TV is
provided at scheduled times only. As an incentive for good behavior, a book club prov1des books
for pleasure reading. Lights go out between 10:00 p.m. and 10:30 p.m.

Some tile grout in the common shower area is in need of repair.

Staff receives 160-200 hours of offsite training n Sacramento and 22 hours onsite. They must
pass this core training prior to working alone with the youth. Staff work eight hour shifts. The
staffing ratio is two staff to 15 youth. Youth are let out of the cells one at a time. Cell checks are
randomly made every 15 minutes. Fire drills are conducted monthly, and the Fire Marshall
inspects the facility once per year. Inspections follow a protocol and are documented.

In the coed housing unit which is divided by a barrier wall between the male and female youth,
there were some cells, occupied by the males, where paint is being scraped off of the walls. On
the female side, individual rooms are being painted with themes, such as the Eiffel Tower and
peacock/pink colors. Over time, all the female rooms will be painted thematically. Thls effort is
intended to help female youth cope with trauma-related issues.
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FINDINGS
F6.  The Juvenile Hall has some shower stall tiles that are in need of new grout and repair.

F7.  The Juvenile Hall has some cells that has paint being scraped off of the walls.

RECOMMENDATIONS - -

R6.  The Stanislaus County Probation Department should re-grout tiles in the common shower
areas.

R7.  The Stanislans Cbunty Probation Department should re-paint cells that have paint issues.
REQUEST FOR RESPONSES

Pursuant to Penal Code section 933.05, the Stanislaus County Civil Grand Jury requests
‘responses as follows:

Stanislaus County Board of Supervisors
Stanislaus County Sheriff - Coroner
Stanislans County Probation Department
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2015-2016 Stanislaus County Civil Grand Jury
‘Del Puerto Healthcare District
Case #16-06C and 16-11C

SUMMARY

The Stanislaus County Civil Grand Jury received two citizens’ complaints, Grand Jury Case
Numbers 16-06C and 16-11C, alleging mismanagement by the Board of Directors of the Del
Puerto Healthcare District (DPHD). In addition, other allegations included personal use of
"district credit cards by an Ambulance Company employee, private use of an Ambulance
Company vehicle by a district employee, two traffic accidents by a district ambulance with the
same crew on the same day, inappropriate influence by a board member to establish a clinic in a
relative’s business, a conflict of interest by a board member that served on a malpractice
insurance board of directors, micromanagement by board members in the day-to-day operations
of the district.

GLOSSARY _

Administrative Director — New title for the CEO position
CEO - Chief Executive Officer

CFO — Chief Financial Ofﬁcer

DPHD — Del Puerte Healthcare District

HFES — HFS Consultants. A private company that provides solutions for healthcare management.
HEFS was engaged by DPHD to conduct an extensive search for the new administrative director.

TWT & Associateé, LLC — DPHD’s contracted internal accdunting firm
SCCGJ — Stanislaus County Civil Grand Jury
BACKGROUND

The Del Puerto Healthcare District was established_in 1949, and its mission is: “To provide the
highest quality healthcare services through Patterson Ambulance and Del Puerto Health Center,
while expanding the healthcare availability to the citizens of the Del Puerto Healthcare District.”

A five-member Board of Directors governs DPID. Members are elected to four-year terms that

are staggered so not all seats are up for election at the same time. The current model of +
governance provides that the board members exercise full control over the District’s

administrative and operational activities. '

DPHD operates an ambulance division and a medical clinie, both located in Patterson.
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, | METHODOLOGY
The committee interviewed:
e Three current board members
o Two former Chief Executive Officers
» Former and current Director, Ambulance Operations
» The District Office Manager
| . The Health Center Director
» Executive Director of Mountain Valley Medical Serviceé Agency
e A representative from HFS that is conductjng the search for the Administrative Directc-)r

SCCGJ me-mbers- visited the administrative offices, the Del Puerto Health Center, and the
Patterson Ambulance facility. In addition, committee members attended a regularly scheduled
board meeting.

The committee also reviewed various documents provided by the DPHD. These included DPHD
meeting agendas and minutes, bylaws, financial records, organizational chart, position
descriptions, board member orientation information, and traffic accident reports.

DISCUSSION

The DPHD was formed in 1949. For many years, DPHD operated a hospital and an ambulance
division. In 1997, the hospital was closed, and in 1998 DPHD started a medical clinic that was
located in the central part of the City of Patterson. In 2010, the District purchased property in an
industrial area in the western portion of Patterson. The Del Puerto Health Center was built in
2011 and began operations in 2012; at that time, the downtown location was closed.

The Del Puerto Health Center offers pediatric and family medical services for the greater
community and 1s fully staffed with qualified medical personnel. A new Medical Director was
hired in 2014; since that time, family appointments have increased by 25% and pediatric
appointments by 3%. By all mdzcatlons the clinic is living up to the mission of providing high-
quality healthcare.

Patterson Ambulance is located in central Patterson has four ambulances, and is‘fu]_b-f staffed by |
licensed personnel. A new Director of Ambulance Operations was hired in 2014, a.nd Patterson
Ambulance is being managed effectively.

Sources of revenue for the DPHD include patient fees, private-insurance reimbursements,
Medicare and MediCal payments, and funding from Stanislaus County taxes and City of
Patterson special tax assessments. DPHD has never requested an audit from Stanislaus County or
the City of Patterson for taxes or special tax assessments.
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The DPHD has a website that contains relevant information but does not include the meetmg
minutes of the Board of Directors.

At the February 29 2016, DPHD Board meeting, JWT and Associates, n its annual mternal
audit report, noted that DPHD’s financials are in fair condition but need work. The operating
results in 2015 were negative $673,937. Though the reserves are satisfactory according to JWT,
they should be increased before attempting to expand the clinic. The anditor advised the Board
members that the clinic needs to be run like a business and should not rely on taxes to remain
solvent. JWT also recommended that DPHD hire a CEO with clinical management experience
and a part-time CFO or at a minimum, retain a CFO service. (Attachment A) :

The Del Puerto Health Center is striving to increase the number of patients by working with new
large businesses to provide various medical services. Also, the DPHD continues to provide
outreach 1o the community to generate additional business. Since the current clinic is not easily
accessible by many patients in the community, the District prov1des free bus passes to those
patients needing them.

The DPHD has employed four permanent CEOs and one interim CEO during the Iast five years;
currently, the position is vacant. Some of the tumnover is a result of managers that may not have
been a good fit for the organization, as well as individual board members’ micromanagement of
day-to-day operations. The board is divided into two factions that appear to have personal and
conflicting agendas and these differences appear to cause disruption. The board has hired a
search firm, HFS Consultants, to recruit a new CEQ, which will now be known as
Administrative Director. HFS and the DPHD Board developed a job description that will be used
by HFS to recruit for the Administrative Director. The recruiting process was beginning at the
time this report was written. '

There is a wide range of years of service on the board, with some members having become
involved when the district operated the hospital and some who were recently elected. There is no
formal comprehensive orientation and training process that outlines the roles and responsibilities
of board members. ‘

There is minimal formal community outreach to encourage people to run for board seats. For
example, during the last election in December 2014, only one candidate ran for election.

The investigation concluded that most of the allegations in the complaints have been resolved
with new management or had no merit. The investigation did reveal a board that is divided,
unsure, and unclear in their roles and responsibilities as well as those of the CEO.

FINDINGS
F1.  The medical clinic delivers good quality healthcare and is _é_ffectively managed:

F2. Pé.’tterson Ambulance delivers good quality ambulance service and is effectively
managed.

F3. The invéstigation concluded that most of the allegations in the complaints have been
resolved with new management or had no merit.
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DPHD’s finances are too dependent on Stamslaus County taxes and City of Patterson

F4,
special tax assessments.

F5. DPHDis actively planning to expand its healthcare center.

F6. A lack of county and City of Patterson audits may result in DPHD not receiving revenue

' to which it is entitled. '

F7.  Unpublished minutes result in a lack of board transpa.rency in its delivery of information
to the community.

F8.  The investigation revealed that performance appraisals were not given to recent CEOs. In |
addition, after interviewing board members and other District employees, it is obvious

. that the board is divided, unsure, and unclear about the responsibilities of the -
Administrative Director. It is not clear whether the board is aligned on the expectatlons of
the position.

F9.  The job specifications used by HFS to recruit for the new position of Administrative
Director were modified to more closely match candidates to the position.

F10. There is minimal public outreach to the community to explain the mission of DPHD and
to attract qualified board members.

F11. Without formal orientation and training processes for board members, dysfunction of the
board will continue to exist.

RECOMMENDATIONS

R1. None

R2. None

R3. None

R4. DPI—]D should consider hiring a part-time CFO or hire an out51de resource 1o prowde
CFO functmns

R5. DPHD should delay the plan for capital expansion of the Del Puerto Health Center until
the operational budget justifies the expansion.

R6. . DPHD should request both a Stanislaus County and City of Patterson audit to ensure all
revenues and tax assessments due to the DPHD are correct.

R7.  DPHD should publish board meeting minutes on the DPHD website.

When the ﬁew Administrative Director is hjréd, the DPHD Board should:
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a. Set firm expectations and monitor job performance of the Administrative Director
with annual performance reviews.

b. Establish a policy to allow the Administrative Director to -manage the District and
refrain from unnecessary board micromanagement. An excellent reference is the
QOakland City Charter 218 Non Interference Policy. (Attachment B)

RY9.  Once the Administrative Director is hired, the DPHD Board should ensure that the job -
description for the Administrative Director position matches the job specifications used
to recruit for it. :

- R10. DPHD should develop an action plan to inform and educate the voters within DPHD on
the following: :

_ a. The responsibilities of-the board.
b. The role of a board member.
c. The qualifications necessary to serve on the board.

R1i. DPHD should hire a consultant after each election to provide training for all current and
incoming board members on how to work together as an effective team.

'COMMENDATION

As a rura] healthcare provider, the Del Puerto Healthcare District operates in a very competitive
complex environment. In spite of many obstacles, the Del Puerto Health Center and Patterson
Ambulance are effectively managed and provide a beneficial service to the local community.

REQUEST FOR RESPONSES

Pursuant to Penai Code section 933.05, the Stanislaus County Civil Grand Jury requests
responses as follows:

Board of Directors, Del Puerto Healtheare District, Recommendations R4 to R11
INVITED RESPONSES

Stanislaus County Board of Supervisors



Report of Independent Auditors
And Financial Statements

Del Puerto Health Care District

June 30,2015 & 2014

JWT & Associates, LLP
Certified Public Accountants
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Attachment A



Del Puerto Health Care District -
Audited Financial Statements
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JWT & Associates, LLP
S Certified Public Accountants

1111 East Herndon, Suite 21, Fresnp, California 93720
Voice: (559) 4317708 Fax: (39) 431-7685

Report of Independent Anditors

Board of Directars.
De] Puento Health Care District
Patterson, CA

Report on the Financial Statements

- We have audited the staterment of net positions of Del Puerto Heaith Care District (the *District™) as of June
30, 2015, and the related statements of revenves, expenses and changes in net position and cash flows for
the year then ended, and the related notes to the financial statements.

Manogement’s Respensibility for the Financial Stafements

Management is responsibie for the preparation and fair presentation of these financial stalements in
accordance with the accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of consolidated financial statements that are free from material inisstatement, whether due to
frand or error.

Aunditor’s Responsibility

Our responsibility is 1o express an opinion on these finzncial statements based on our audits. We condncted
our andits in accardance with anditing standards generally accepted in the United States of America. Thase
standards require that we plan and perform the andit to obtain reasonable assurance about whether the
finaneial statements are free of material misstatement.

An audit involves performing procedures to abtain andit evidence aboui the amounts and disclosures in the
fimancial statemenis. The procedures selected depend on the anditor’s jodgment, including the assessment
of the risks of material missiaterneit of the financial statements, whether due to fraud or error, In making
those risk assessments, the auditor consjders intemnal controf relevant o the entity’s preparafion and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, bur not for the purpose of expressing an opinion on the efectiveness of the entity's intemnal
control. Accordingly; we express no such opinion. An andii also inchudes evaluating the appropriateness
of accounting policies wsed and the reasonableness of sigmificani accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements, '
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“We belisve that the andit evidence we have obiained is sufficient and appropriate o prowde a basis for our
andit opinion. ‘

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position of the District as of June 30, 2015, and the results of its 0perat10ns and its cash flows for the year
then ended in accordance with accounting principles generally accepted in tire United States of America.

Other Matters

"The financial statements of the District as of June 30, 2014, were audired by TCA Partners, LLP, wﬁo
merged into TWT & Associates, LLP as of February 1, 2015. TCA Pariners, LLP"s report dated October
22, 2014, expressed an unmodified opinon Qﬁ those statements,

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3 through 14 be presented to suppiemcnt the financial statements. Such
information, althongh not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
financial statements in an appropriate operational, economic, or historical context We have applied certain
Limited procedores in accordance with auditing standards gemerally accepted in the United States of
America, which consisted of inguiries of management regarding the methods of preparing the information
for consistency with management's responses to our inguiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information becatise the limited procedures do not provide us with sufficient
evidence ko express an opinion or provide any assurance,

JUWT EIAW LLP

I"resno California
December 11, 2015
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Del Puerto Health Care District
. Management’s Discussion and Analysis

Tune 30, 2015

In accordauce with the Governmentsl Aceounting Standards Board Smfement Na, 34 Bagic Financiais
Statements: Management s Discussion and Analysis for State and Local Government, the management of

- the Del Puerio Health Care Disirict (District) has prepared this.annual discussion and anafysis in order to
provide an overview of the District’s performance for the fiscal year ended June 30, 2015 The infent of
this docament is to provide additional information on the District’s historieal financial performance as 2
whale. This discussion should be reviewed in conjunction with the audited financial statements for the fiscal .
year ended Jume 30, 2015 and accompanying motes to the fipancial statements to eohance one’s
understandmg of the District's financial performante.

The Distriet, in addition to admirﬁs;tration, rontinues to operate two primary cost centers: Patterson District
Ambulance (PDA) and Del Puerto Health Center (DPHC). The District's total assets are §5,336,053 and
. total liabilities are £2,186,378 at hune 30,_2015, with a total net position of 3,149,675,

PDA and DPHC generate revennes and are sxpected to be self-sufficient, but they required financial
assistance from the District again this year. Total operating revenues increased by $479,02 from 2014 to
$3,632,957 in 2015. Total operating expenses increased by $107,897 from 2014 to $4,306,854 in 2015,
resulting in an operating loss of $673,937 for 2015. Hawever, tax revenges total §1,200,295 and impact
mitigation fees were $128,524 resulting in an overail increase in net position of §579,171 for 2015. DPECD
used those additional funds to pay off an equipment joan for the 2014 ambnlance significantly sooner than
scheduled.

Pattersor District Ambulance continues to see increased call volumes over prior year. FDA experienced a
20% inerease in gross patient revenue during 2015 and produced a net profit of $14,321. Aceounts
recefvable collections continued o be strong, averaging 34 days. This upcoming year PDA plaes to.
irplement a new €PCR (electronic petient care report) software system, which is needed in order to comply
with recent state and federal data reporting requirements. Also this year, duz o sta.tﬁng modificatians,
PDA will outsource its patient biliimg services. This new vendor has many years of experience bilting for
nual ambulance providers with similar patient demographics, We do not cxpect to see any negatve effect
on collections.

Del Puerto Health Center expericnced a 20% increzse in patient visits during 2015. While there was
$150,000 net loss for 2015, this is a 57% improvement from 2014, Gross patient revenues improved by

17% as billings and cellections continne 1o be solid. DPHC hired a new Medical Director, Jose Redriguez,
MD. Dr. Rodriguez began his fall time family practice in Jamuary 2015, which allows DPHC to contract
with commercial insurance companies and serve a larger portion of the community. Marketing efforts will
be a main focus this coming year.

Admimnistration is again challenged with filling the CEO position and pians to hire a firm o assist With this
search. This qualified candidate will provide the necessary Jeadsrship to take the District info the fomge, to
define and deliver additional healtheare services needed by our community. :
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June 30, 2015 and 2014
2015 2014
Assets '
Current assets ‘

" Cash and cash equivalents ; $ 1,309,780  § 853,950
Patient accounts recsivable, net of allowances ‘ 584,418 415,867
Due fram third-party payors : T 137,761 126,054
Supplies ” ' 34,546 39,285
Prepaid expenses and deposits 18,596 315

Total current assets ’ 2,085,501 1,435,471
Asszets whose use Is limited 153,557 141,399
Capital assets, net of accumulated depreciation 3,096,995 3,295,105

Total assets $ 5336053 8§ 4,871,975
Lizhilities and Net Position
Current liabilifes
Cuorrent maturities of long-term debt -8 50,368 % 68,883
Accounts paysble and accrued expensss 154,215 ~106,143
Acerned payroll and related Liabilities 133,160 141,107

Total current liabilities 337,743 316,135

Lopg-term debt, less current maturities 1,848,635 1,985,336
Total Habiliies 2,186,378 2,301,471

Net position :
Invested in capital assets, pet of debt 1,197,992 1,171,999
Unresiricted 1,951,683 1,398,505
Total net position ‘ 3,149,675 2,570,504
Totz! liabihfies and nat position £ 5336051 § 4 871,975

See accompdrving noies 1o the financial statements
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Del Puerto Health Care District
Statements of Revanues, Expensss aud Changes in Net Position -

Year Ended June 30, 2015 and 2014

2015 2014
Operaiing revenues ‘
Net patient service revenue % 3,509,422 § . 2,901297
Other operating revenue 123 475 252,631
_ Total operaling revenuss . 3,632,957 3,133,928
Operating expenses .
Salarjes and wages 1,346,720 1,357,408
Employee benefits 387,717 T 355,648
Professional fees - : ‘ 1,271,245 1,171,659
Purchased services 362,515 415,812
Supplies 156,052 160,489
Repairs and maintenante 121,421 92,008
Utilities ' ’ 96,060 101,778
Renta! and lease : ) 11,468 12,079
Depreciation and amortization ) 205,593 187,319
Insurance : 235,652 ' 36,425
Other operating expenses i 112,051 115472
Total operating expenses - 4,306,894 4,158,997
Operaling income (1oss) ‘ (673,937) (1,045,089}
Nos-operating revennes (expenses)
District tax revenues ) 1,200,205 1,010,333
Impact mitigation fees 128,824 6,882
Investment income 1,134 837
Interest expense ) (77,145) (75,059)
Total nom-operating revennes {expenses) ) 1,253,108 842,973
Excess of revemues over expenses (expenses OVer revenues) 579,171 s {102,096}
Net position at beginning of the year 2,570,504 - 2,672,600
HNet positicn at end of the year 5 3,149,675 % 2,570,504

See accompanying motes {o the financiud sintetments
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Del Puerto Health Care District
Statements of Cash Flows

Year Ended June 30, 2015 and 2014

Cash filows from operating activifies L
Cash reccived from patients and third-parlies on behalf of patients $ 0 3,340,931 % 2,895,175
Cash received from operations, other than patient services = - 111,768 . 348,567
Cash payments to supplicrs and confractors (2,332,734) (2,358,358)
Cash payments 1o employees and benefit programs : {1,742,384) (1,720,252)
Net cash used in operating activities {622,419) (834,768)
Cash flaws from non-capital financing activifies
Distiict tax revemes- ' 1,260,295 1,010,333
Tmpact mitigation fees 128,824 6,882
HNet cash provided by non—capital financing activities 1,329,119 1,017,215
Cash flows from capiial and relafed financing activities : :
Purchese of capita! assets _ {7.483) (202,682)
Proceeds from debt borrowings ) - 112,032
Principal payments on debt horowings : (155,218) (58,781
Interest payments (77,145) - (75,099}
Net crsh used in capital and refated finencing activities (239,846) (224,530)
Cash flows from investing activities .
Net change in assets whoese use is limited (12,158) (12,129)
Investment income 1,134 857
Net cash provided by investing activities (11,024) {11,272
Met incresae (dectease) in cash and cash equivatents 455,830 (53,355)
Cash and cash equivalents 8t beginming of year ’ 853,950 907,305
Cash and cash equivalents at end of year $ 1,309,780 $ 853,950
Supplemental disclosure of cash flow information
Cash pzid for imterest 3 77,545 % 75,009

See accompanying notes to the financial statements
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Del Puerto Health Care District
Statements of Cash Flows (contimed)

Year Ended June 30, 2015 and 2014

. 2035 2014
Reconciliztion of income ffom operations to
net cash provided by operating activities -
Operating loss . : L3 {673,537) & (1,045,06%)
Adjustments to reconcile operating incorme to
net cash provided by opemating activities

Depreciation and amoriization of other assets 205,593 187,319
Changes in operafing assets and liabilities: '
Patient accounts recejvables (168,551 £5,912)
Due from third-party paycrs (1,707 86,036
Suppiies £739 11,504
Prepaid expenses and deposits (18,681) 13,538
Accounts payable and accroed expenses 48,072 (84,988)
Accrued payroll and related libilities (7,947 {7.156)
Net cash used in operating achivities ¥ (622,419) § {B34,768)

See accompurnying notes to the financiol statements



CORRESPONDENCE NO. 3

Del Puerto Health Care District
" Notes to Financial Statements

June 34, 2015 and 2014

NOTE 1 - ORGANIZATION AND ACCOUNTING POLICIES

Reporting Entiy: Del Puerio Health Care Distriet (the District) is a public entity organized under Local
Hospital District Law as set forth in the Health and Safety Code of the State of California. The District
operates a Paramedic Ambulance Service for the community of Patterson and the snmounding area. The
District alse operates a mural health clinic providing physician and relafed healtheare services serving
Patterson and the surrounding arez. The accompanying financial statements include all actrvities for all of
the aforementioned entities of the Distdct. As a political subdivision of the Siate of California, the District
is generaily not subject to federal or state income taxes. '

Basis of Preparation: The accounting policies and financial statemnenits of the District generally conform
to the recommendstions of the audit and accounting guide, Health Care Organizations, published by the
American Institute of Certified Public Accountants. For purposes of presentation, fransactions deemed by
management fo be ohgoing, wajor or central to the provision of health care services are reporied as
operational revenues and expenses.

The District uses enterprise fand aceomnting, Revenues and expenses are recognized on the accrnal basis

using the economic resources measirement focus, Based on GASB Statement Number 20, deeowriting and

Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprielary Fund
Accounting, as amended, the District has elected to apply the provisions of all rslevant pronouncements as
the Financial Accotmting Standards Board (FASE), including those issued after November 30, 1989, that
do pot conflict with or contradict GASB pronouncements. -

Finaneiel Statement Presentation: The District applies the provisions of GASB 34, Basic Financial
Statements - and Managemernt’s Discussion and Analysis - for State and Local Governments (Statement
34), as amended by GASB 37, Basic Finanrial Statements - and Management 's Discussion and 4 nalysis -
jor State and Local Governments: Ommibus, and Statement 38, Cerfain Financial Statement Noie
Disclosures. Staiement 34 established financial reporting standards for all state and local governments and
related entities. Statement 34 primarily relates to presentation and disclosure requirements. The impaet of
this change was relaied to the format of the financial statements; the inclusion of mtanagement’s discnssion
and analysis; and the preparation of the statement of cash flows an the direct method.

Maragement’s Diseussion and Analysis; Statement 34 requires that financial statements be accompanied
by a narrative introduction and anzlytical overview of the District’s financial activities in the form of
“management’s discussion and analysis* (MD&A). This analysis is similar to the analysis provided in the
armual reports of organizations in ihe private sector.

"Page 40 of 51
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Del Puerto Health Care District
Notes fo Financiél Statements

June 30, 2015 and 2014

NOTE 1 - ORGANIZATION AND ACCOUNTING POLICIES (continaed)

Recent Pronouncements: The GASB isszed GASB Staternent No. 65, Items Previously Reported as Assefs
and Liabilities ("GASB Na. 65™), which was effective for financial staterents for periods beginning after
December 15, 2012. GASB No. 65 establishes accounting and fnancial reporting standards that reclassify,
as deferred outflows of resources or deferred inflows of resources, cerfain items that were previously
reported as assets and liabjlities and recognizes, as outflows of resources or nflows of resources, certain
‘items that were previously reparted as assets and liabilities. It atso provides other financial reporting
guidance related to the impact of the financial staternent elements deferred outflows of resources: and
deferred inflows of resources, such as changes in the determination of the major fond calcalations and
limiting the use of fhe term defemed in financial siatement presentations. The adoption of this
pronouncement did not materialty affect the District’s financial statements. '

GASE issued GASB Staternent No. 68, Accounting and Financial Reporting for Pensions- an comendment
of GASE Statement No. 27 ("GASB No, 68"), which was effective for financial statements for periods
beginning afier June 15, 2014. GASB Na. 68 replaces the requirements of Statement No. 27, decounting
for Pensicns by Siate and Local Governmental Employers, as well as the requirements of Statement No.
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50, Pension Disclosures, as they relate to pensions that are provided through pension plans administered as -

trusts or equivaleni arrangements (hereafter jointly referred to as trists) that meet cerfain criteria. The
requirements of Statements 27 and 50 remain applicable for pensions that are not covered by the scope of
this Statement Jt establishes standards -for measnring and recognizing labilities, deferred owtflows of
resources, and deferred inflows of resources, and expense/expenditures. For defined benefit pensions, this
Statement identifies the methods and assumptions that should be used to project benefit payments, discount
projected benefit payments to their actuarial present value, and attribute that present value o periods of
employee service. Note disclosure and required supplementary information requirements about pansions
also are addressed. The District has evaluated the impact of the adoption of GASB No. 68 for the fiscal
year ending June 30, 2015 and there is no effect to the District’s financial stalements.

GASB also jssued GASE Statement No. 69, Government Combinations and Disposaly of Govermment
Operations ("GASB No. §9"), which was effective for financial statements for periods beginning after
December 15, 2013.-GASB No. 69 requires the use of carrying values to meastre the assets and liabilities

in a government merger. Conversely, govermment acquisitions are transactions in which a government -

acquires another entity, ar its opsrations, in exchange for significant consideration. This Statement requires
measurements of assets acquired and Habilities assumed generally to be based upon thelr acgnisition valnes.
It also provides guidance for transfers of operations that do not constimie entire legally separate enfities
and in which no significant consideration is exchanged. It defines the term operations for purposes of
determining the-applicability of this Statement and requires the vse of carrying values to measure the assets
and lisbilities in a trensfer of operations, and provides accounting and financial reporting guidance for
dispesals of government operations that have been transferred or sold, The District has evaluated the impact
of the adoption of GASB No. 69 for the fiscal year ending June 30, 2015 and there is no effect to the
District’s financial statements. '
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Del Puerto Health Care District
Notes to Financial Statements

June 30, 2015 and 2014

NOTE 1 - ORGANIZATION AND ACCOUNTING POLICIES (continved)

Use of Estimates: The preparation of financial staiements in conformity with accounting principies
penerally accepted in the United States of America requires management to make estimates and
. assumplions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
Liabilities at the date of the financial statements and the reperted amount of revermes and expenses during
the reporting period. Actual results could differ from those estimates.

Cash and Cash Egpuivalents: The District considers cash and cash equivalents io include ceriain
investments in highly liguid debt instruments, when presest, withan original meturity of a short-ferm pature
ar subject to withdrawal upon request. Exceptions are for those investments which are imended 1o be

continuously invested.

Patient Accounts Receivable: Patient accomnis receivable represent the estimated net realizable valoe of
amounts due from patients and third party payors. Management performas ongoing evaluations of the
collectability of patient accounts receivable. A provision for contractual adfustments and uncollectibie
accoumis Is made in the period the related services are rendered. Management believes the allowance is
adequate.

Supplies: Inventories are consistently reporied from year to year at cost determined by average costs and
replacement values which are not in excess of market. The District does not maintaid levels of tventory
values soch as those under a first-in, first out or last-in, first out method.

Capital Assets: Capital assets consist of property and equipment and are reported on the basis of cost, or in
the case of donated items, on the basis of fair market value af the date of donation. Routine mairtenance
and repairs are charged to expense as incurred. Expenditures which increase values, change capacities, or
extend useful lives are capitalized. Depreciation of property and equipment and amortization of property
pnder capital leases are computed by the straight-line method for both financial reporting and cost
reimbursement purposes over the estimated useful Jives of the assets, which range from 10 to 30 years for
buildings and jmprovements, and 3 to 10 years for equipment. The District pedodically reviews its capital

" agsets for value impairment. As of June 30, 2015 and 2014, the District has determined that no capital assets
are impaired.

Compensated Absences: The District’s employees earmn vacation benefits af varying rates depending on
their years of service. Employees also eam sick leave benefits based on varying rates depending on years
of ‘service. Both bencfits can accumulate up to specified maximum levels, Employees are not paid for
accomulated sick leave benefits if they leave either upon termination or before retirement. However,
acenmulated vacation benefits are paid to an employee upon either termination or redirement. Accrued
vacation labilities as of June 30, 2015 and 2014 are $55,483 and §76,00], respectively.

13
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Del Puerto Health Care District
Notes to Financial Statements

June 30, 2015 and 2014

NOTE 1 - ORGANIZATION AND ACCOUNTING POLICIES (continued)

Risk Management: The Disirict is exposed to various risks of loss from torts] theft of demage 1o, and
destrction of assets; business interruption; errors and omissions; employee injuries and {linesses; natural
disasters; and medical malpractice. Commercial insurance coverage is purchased for claims arising from
such matfers.

Net Position: Net position is presented in tiree categories. The first category is net pasition “invested in
capital assets, net of related debt”. This category of net position consists of capital assets (both restricted
ang unrestricted), net of accumulated depreciation and reduced by the cutstanding principal balances of any
debt borrowings that were atributable to the acquisition, consiruction, or improvement of those capital
-assets.

The second category is “restricted” net position, This category consists of externally designated constraints
placed an those net assets by creditors (such as through debt covenaots), grantors, contributors, law or
regulations of other governments or government agencies, or law or constitutional provisions or cnabling
legislation.

The third category is *unrestricted” net posiﬁoh. This categery consists of net assets that do not meet the
definition or criteria of the previcus two categories.

Net Patient Service Revenues: Net patient service revenues are reported in the period at the estimated net
realized amonnis from patients, third-party payors and others including estimated refroactive adjustments
under reimbursement agreements with third-party programs. Nonpal estimation differences between final
reimbursement and amounts accrued in previous years are reported as adjustments of corent year's net
patient service revenoes. '

Charity Care: The District accepts al] patients regardiess of their ability 1o pay. A patient Is classified as
a charity patient by reference to certain established policies of the District. Essentially, these policies define
charity services as those services for which no payment is anticipated. Because the Disirict dogs not parspe
collection of amounts determined fo qualify as charity care, they are not reporfed as nel patient service
revenues. Services provided are recarded as gross patient service revenues and then writien off entirely as
an adjustment lo net patient service revenues.

Operating Revenues and Expenses: The District’s statement of revenues, expenses and changes in net
position distinguishes between operating and non-operating revennes and expenses. Operating reveszes
result from exchange transactions associated with providing health care services, which is the District’s
principal activity. Operating expenses are all expenses incurred to provide health care services, other than
financing costs. Non-operating revenves and expenses are those transachions hot ¢onsidered directly Linked

to providing health care services.

il
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Del Puerto Health Care District
Notes to Financial Statements

Tune 30, 2015 and 2014 -

NOTE 1 - ORGANIZATION AND ACCOUNTING POLICIES {continned)

District Tux Revenues: The District receives lax revenues from Stanislaus County. Tax revenue and is
recorded in the year it is assessed and received or receivable. The District also receives mitigation fees from
specified new constriction projects in the District. These mitigation fees are recorded in the year in which
they are assessed and received or receivable,

Subsequent Events: Subsequent events have been evaluated through the dafe the financial statements
were available to be issned, '

Income Taxes: The District is a political subdivision of the state of California organized under the Local
Health Care District Law as set forth in the Health and Safety Code of the State of California, The District
has been determined to be exempt from income taxes under Local Health Care District Law. Accordingly,
no provision for income taxes is included in the accompanying financial statements. The District is no
longer subject to examination by federal or slafe anthorities for years pder to Jupe 30, 2011, nor hag it been
notified of any impending sxamination and no examinations are currently in process.

Reclassifications: Certain financlal statement amounts as presented ju the prior year financial statements
have been reclassified in these, the current year financial staternents, in order to conform fo the current year
financial statement presentation.

NOTE 2 - CASH AND CASH EQUIVALENTS

As of Jupe 30, 2015 and 2014, the District had deposits invesied in various financial institutions in the form
of cash and cash equivalents amourting to $1,436,337 and §995,349. All of these funds were held in
deposits, which are collateralized in accordance with the California Government Code (CGC), except for
$250,000 per aceount that is federally insured. ) '

Under the provisions of the CGC, Califarnia banks and savings and Joan associations are required to secure
.the District’s deposits by pledging government securities as coliateral. The market value of pledged
securities must equal af least 110% of the District’s deposits. California law also aflows financial
institutions to secure Hospital deposits by pledging first trust deed morigage notes baving a vatue of 150%
of the District’s total deposits. The pledged securities are held by the pledging financial institation’s trust
department in the name of the District.

12
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Del Puerto Health Care District
Notzs to Financial Statements

Tune 30, 2015 and 2014

NOTE 3 - INVESTMENTS

The District's investment batances and average maturities were as follows at June 30, 2015 and 2014:

2015
’ Tnvestment Maturities in Years
. Fair Value Lesgthan i ltoS5 Over 5
Money markei acconnts § 253,570 £ 253,570 3 -0- £ - 0
- Government investment finds 180 180 -0~ -0-
Total investments 3253750 $§ 253750 . g -0- 3 -
2014
Investment Manwities in Years
) Fair Value Less than 1 li0s- Over 5
Money market accounts & 241262 '3 241,262 3 -0- b ~0-
Government investment funds 180 180 -0- -0-
Total investments § 241442 $ 241,442 b - b -0-

The Distsict’s investments are reported at fair value as previously discussed.. The District’s investment
policy allows for varions forms of investments penerally set to matare within a few months to otbers over
15 years. The policy identifies certain provisions which address interest rate disk, credit risk and
concentration of credit risk.

Interest Rate Risk: Interest rate risk is the risk that changes in marked inierest rates will adversely affect the
fair vatue of an investment. Generally, the longer the maturity of an investment the greater the sensitivity
of its fair value to changes in masket interest rates. The District’s exposure to interest rate risk is minimal
as 100% of their investments have a maturily of less than one year, Information about the sensitivity of the
fair valiles of the Distriet’s investments to market interest rate fuctuations is provided by the preceding
schedules that shows the distribution of the Distdet’s investments by maturity. '

Credit Risk: Credit risk s the risk that the issuer of an investment will not fulfill its obligation to the holder
of the investment. This is measured by the assignment of a rating by a nationally recopnized statistical
rating organization, such as Moody’s Investor Service, Tnc, The District’s investments in sach obligations
are in State government funds. The District believes that there is minimal credit risk with these obligations
at this time.

13
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Del Puerto Health Care District
Notes o Financial Statements '

June 30, 2015 and 2014

NOTE 3 - INVESTMENTS (continued)

Custodini Credif Risk: Custodial credit risk is the risk that, in the evemt of the faihure of the counterparty
(e.g. broker-deater), the District will not be able to recover the valve of jts investment or collateral securities
that are in the possessm: of another party, The Disiriet’s mvestments are generally held by banks or
government agencies. The District believes that there is minimal enstodial credit risk with their investments
at this time. District management monitors the enfities which hold the various investments to snsure they
reoain in good standing.

Concentration af Credif Risk: Concentratlon of credit risk is the risk of Joss atiributed to the magnitode of
the District’s investment in a single issuer, The District’s investments are held as follows: governmental

. agencies 0,07% and banks 99.93%. The District believes that there is minimal costodial credit risk with
their investments at this time, District management monitors the entities which hold the varjons imvestments
to ensure they remain iz good standing.

NOTE 4 - ASSETS LIMITED AS TO USE

Assets Jimited as to use as of June 30, 2015 and 2014 were compnsed of eash and cash squ:valents beld as
a debt reserve pursuant to certain debt agreements and dcsngnatcd by the board for specific purpeses.

Interest income, dividends, and both realized and unrealized gains and losses on jnvestments are recorded
25 imvestment income. These amounts were $1,134 and $857 for the years ended June 30, 2015 and 2014,

respectively. Total investment income includes both income from operating cash and cash equivalents and
cash and cash equivalents related to assefs limited as o use. Debt sacuribes, when present, are recorded at
market price or the fair market vahue as of the date of each balance sheet.

NOTE 5 - NET PATIENT SERVICE REVENUES AND
REIMBURSEMENT PROGRAMS ‘

The District renders services to patients under contractual arrangements with the Medicare and Medi-Cal
programs, health maintenance organizations (HMOQs) and preferred provider organizations (PPOs). Patient
seryice revenues from these programs approximate 84% of gross patient service revenues. .

The Medicare Program reimburses the District on 2 fes for service basts for ambulance services.

The District contracts to provide ambulance services to Medi-Cal, HMO and FPO patients at negotiated

rates, Certain patient reimbursement is subject to a schedule of maximum allowable charges for Medi-Cal
and to a percemage discount for HFMOs and PPOs,
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Notes to Fﬁmcia] Staternents

June 30, 2015 and 2014

~‘NOTE 5 - NET PATIENT SERVICE REVENUES AND
REIMBURSEMENT PROGRAMS (continued)

Botn the Medicare and Medi-Cal program's adminisirative procedures preclude final determination of
amonmts due to the Distrct for services to program patients unti! after patients' medical records are reviewed
and cost reports aré audiied or otherwise reviewed by and settled with the respective administrative
agencies. The Medicare and Medi-Cal cost reports ars subject to audit and possible adjustment
hirnagement is of the opinion that no significant adverse adjustmeni to the recorded settlement amounts
will be required upon final setiement,

Medicare and Medi-Cal revenue accounts for approximately half of the District’s net patient revenues for
each year, Laws and regulations governing the Medicare and Medi-Cal programs are extremely complex
-and subject to interpretation. As a resulf, there is at Jeast a reasonable possibility that recorded estimates
will change by a material amonnt in the near term. '

NOTE 6 - CONCENTRATION OF CREDIT RISK

The District grants credit withont collateral to its patients and third-party payors. Patient accovnts receivabie
from govermment agencies represent the omly concentrated group of credit dsk for the District and
management does not believe that there are any credit risks associated with these governmental agencies.
Cantracted and other patient accounts recefvable consist of various payors inciuding individuals involved
in diverse sctivities, subject to differing economic conditions and do not represent any concentrated credit
isks o the District, Concentration of patient aceounts receivable at June 30, 2015 and 2014 were as follows:

- 20815 2034
Medicare b 51,317 8 25,344
Medi-Cal : 362,496 263,211
Other third party payors - ' 324,861 - 226,889
Seif pay and other 133,228 : 147.450 -
Grass patient accounts receivable” - 881,902 . 668,894
Less allowances for contractual adjusiments and bad debis (297.484) - {253,027}
. Met patient accounts recejvable 3 584418 § 415,867 -
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- Del Puerto Health Care District

NOTE 7 - CAPTTAL ASSETS

Notes to Financial Statements

June 30, 2015 and 2014

Capitat assets as af June 30, 2015 and 2014 were comprised of the following:

Land and }and impmvemen'ts
Buildings and improvements
- Eguipment
Totals at historical cost

Less accumulated depreciation
Capital assets, net

Land aod land improvements
Buildings and improvements
Eguipment
Totals at historical cost
Less accumulated depreciation
~ Capital assets, net
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Balance at Transfers & Transfers & Balance at
June 30, 2014 Additions Retirements June 30, 2015
$ 162,914 § - - % 0-  § 162914
3,124,739 -0- -0- 3,124,739
1,324.997 7.483 {118.300) 1.214.171
4,612,650 k3 7 483 5 (118309 4,501,824
(1317545 0§ 205593 3 18,309 {1,404 829}
§ 3295105 £ _3.096.995
Balance at Transfers & Transfers & Balance at
June 30, 2013 Additions Retfirements Jume 30, 2014
k3 162,914 & -0- $ -0- k3 162,914
3,009,215 25,524 -0- 3,124,739
1,147,839 177,158 -0- 1,324.997
4409968 §_ 200680 F§ O 4,612,650
{1,130226y %5 (187319) 2 =D {1,317.545)
£ 3279742 § 3295105
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Notes to Financial Statements

June 30, 2015 and 2014

NOTE. 8 - LONG-TERM DEBT
Long-term debt as of June 30, 2015 and 2014 consists of the following:

015 2014

Mote payable to USDA, interest at 3.75%, monthly

principal and interest payments of $10,060, final

payment due in 2040, secored by property. . § 1,809003  §.1947,520
Note payable o 2 bank, interest at 5.45%, monthly

principal and interest payments of §2,142, final

payment due in 2019, secured by equipment. ‘ : -0- . 166.701
' 1,899,003 2,054,221
Less corrent portion {50.368) {68.885)

$ 1848635 § 1935336

The future principal payments required under existing debt, by years, is as follows: for the year ended June
30, 2016, $50,368; for 2017, $52,289; for 2018, $54,284; for 2019, $56,355; for 2020, §$58,505; and

thereafter, $1,627,202,

NOTE ¢ - RETIREMENT PLANS

The District has a defined contribution retirement plan covering substantially all of the District's employees.
In & defined contribution retirement plan, benefits depend solely on amounts contributed to the plan plus
investment earnings, The District coniributes to the plan at a rate of three percent of eligible compensation,
based on the length of the employse’s service as defined by the plan. The District’s contributions become
futly vested after five years of continuons serviee, The Districts pension expense for the plan was
approximately $68,000 and $46,000 during the year ended June 30, 2015 and 2014.

NOTE 10 - COMMITMENTS AND CONTINGENCIES
Litieation: The District may from time-to-time be involved in litigation and regulatory investigations which
arise in the normal course of doing business. After consultation with legal connsel, management estimates

that matters exisiing as of June 30, 2015 will be resolved without material adverse effect on the District’s
futare financial position, results from operations or cash flows. )
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‘Del Puerto Health Care District
Noies to Fipancial Staterments

June 30, 2015 and 2014

NOTE 10 - COMMITMENTS AND CONTINGENCIES (continued)

Operating Leases: The District leases vations pieces of equipment under operating Jeases expiring at
vaiious dates. Total equipment lease and rent expense for the years ended June 3Q, 2015 and 2014 were
$11,468 and $12,079, respectively. Fuiure minimum lease payments for the succeeding vears under
operating leases with a remaining term in excess of one year as of Jane 30, 2015 are no considered material.

Health Insurance Portabifity and Accountability Act: The Health Insurance Porlability and Accountability
Act (HIPA A) was enacted August 21, 1996, to ensure healih insurance portability, reduce heafth care frand
and abuse, guarantee security and privacy of health informatjon, and enforce siandards for health
informafion. Organizations are subject to’significant fines and penalties if found not to be compliant with
the provisions outlined in the regnlations. Management continues to evaluate the impact of thiz legistation
on its operations including future financial commitments that will be required.

Henith Care Reforn: The health care industry is subject to mumerous laws and regulations of federal, state
and local governments. These laws and regulations inclede, but are not necessarily limited to, matters such
as the Affordable Care Act, licsnsure, accreditation, government health care program participation
requirements, reimbursement for patient services, and Medjcare and Medi-Cal frand and abuse.
Government activity has increased with respect to Invesfigations and allegations conceming possible
violations of frand and abuse statves and regulations by health care providers, Violations of these laws and
reglations could result in expulsion from government health care programs together with the imposition
of significant fines and penalties, as well as significant repayments for patient services previonsly billed.
Management believes that the District is in compliance with fraud and abuse as well as other applicable
government laws and regulations. While no matesal regnlatery inquiries have been made, compliatice with
such laws and regulations can be subject to future government review and interpretation as well as
reguiatory actions unknown or upasserted at this time.

18



CORRESPONDENCE NO. 3
Page 51 of 51

Attachment B

Excerpt from Oakland City Charter:

Seciion 218, Non-Interferance In Adminlstratlve Affalrs. Except for the purpese of inquiry, the Cogyncil and
Its mernbers shall deal with the administrative service for which the City Administrator, Mayor and other appointed
or elected -officers are responsible, solely through the City Administrator, Mayar or such other afficers. Neither the
Council nor any Councll member shail give ordars to any subordinate of the City under the jurisdiction of the City
Administrator or stch other officers, either publicty or privatefy; nor shall they atternpt to coerce or infiuence the
City Admiristrator or such other officers, in respect o any contract, purchase of any supplies or any other
administrative action; nor in any manner direct or request the appoiatment of any person to or his removal from
office by the City Administrator or any of his subordinates or such other officers, nor in any rmenner take part in the
appointment or removal of officers or employees in the administrative service of the City. Violation of the
provisions of this section by a member of the Council shall be @ misdemeanor, conviction of which shall.
fmmediately farfelt the office of the convicted member. -

{Amended by: Stats. November 1988, November 2000 and March 2004.)





