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GRAND JURY COMPOSITION 
 
 
This year’s Grand Jury was made up of citizens from diverse backgrounds.  Several had Ph.D.s, 
and a number of others had other advanced degrees or certificates.  Several had owned their own 
businesses, while others had worked in law enforcement, education, nursing, government, and 
the law.  Several had extensive involvement in community volunteer work, and six previously 
served on the Grand Jury.  Various cultures, ethnicities, and races were represented.  Although 
all were retired, the ages ranged from 54 to 94 years, three generations representing a wealth of 
experience and perspective. 
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FRONT ROW (Left to Right)  
Pat McLean, Muriel Zahler, Melanie Bloom, Nancy Robinson, Marilyn Watts, 

Carol Wynne, June Shamshoian and Robert Cooper

BACK ROW (Left to Right)
Gladys Hollie, Douglas Phillips, Ron Baten, Paul Robinson, Duane Barker, 

John Tinker, Fred Ray, Charles Wadhams, Jesse McDonald, Dominic Papagni and Ron Van Dyke

MISSION STATEMENT

The Fresno County Grand Jury serves as the ombudsman for citizens of  Fresno County. 
The primary function of  the Grand Jury, and the most important reason for its 
existence, is the examination of  all aspects of  county government and special districts
assuring honest, efficient government in the best interests of  the people.

Their responsibilities include receiving and investigating complaints regarding county 
government and issuing reports. A Grand Jury Final Report is issued in June of  each
year.

Grand Jurors generally serve for one year although the law provides for holdovers for a
second year to assure a smooth transition. 

2007-2008 GRAND JURY
THE FRESNO COUNTY 
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LANARE COMMUNITY SERVICE DISTRICT 
  

INTRODUCTION 
 
Lanare is a small residential area, consisting of two square miles, located approximately 
four miles west of Riverdale on West Mt. Whitney Ave.  It is an economically depressed 
community of over five hundred people.  The community is semi-rural with some homes 
on small lots while others were built on several acres.  The Lanare Community Service 
District was established in 1971 to service the homes with a potable water source from 
one well, which has remained in operation to this date.  In 2005, the Board of Directors 
entered into an agreement with Fresno County for a block grant to provide funding for a 
new water well and water treatment system.  Operating expenses began to rise 
substantially resulting in the failure to pay monthly costs, construction contractors and 
utility bills.  The operation of the new well was shut down because of these rising 
expenses and the district is now in crisis.      
  

BACKGROUND 
 
The Lanare Community Service District was formed and bylaws were written in August 
1971.  A Board of Directors that oversees public recreation, provides water, and manages 
the rental of the Lanare Community Center governs the district. 
 
By 2005, the Board of Directors concluded that the community water well and pump 
were aging and would soon need to be replaced.  In October, the Board entered into a 
contractual agreement with Fresno County for a federal block grant of $1.3 million to 
provide funding for a new well and water treatment system.  Funds were approved and 
the new system was installed.  
 
In October 2006, the new pump, well, and water treatment system were put into service.  
Operating expenses immediately increased substantially.  These expenses included water 
treatment chemical costs, utility bills, the cost of a state certified water systems manager, 
office expenditures, insurance coverage, general maintenance, employee salaries and 
water testing.   
 
In January 2007, the U.S. Federal Government changed its arsenic water standards from 
50 parts per million to 10 parts per million.  This required additional water treatment, 
which also increased the operational costs.  Monthly operating expenses increased from 
approximately $1,000 prior to the installation of the new well to approximately $12,800 
in May, 2007. 
   
The Board determined that the community should have the use of both the old water well 
and the new water well.  Therefore they decided to install plumbing that would connect 
both wells to the community water system. Additional federal grant monies were 
requested from Fresno County. The former chairman of the Board of Directors' signature 
appears on the Fresno County block grant application.  However, his term had expired in 
December 2005, and it appears that he had not been legally re-elected or reappointed and, 
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therefore, that he was not a member of the Board of Directors when he signed the block 
grant application. Nevertheless, in January 2007, $218,400 was provided by Fresno 
County for this amended project.   
 
A check for a partial payment of $57,332.10 was made payable to the Lanare Community 
Service District and was deposited into the Service District’s General Fund Account.  
Instead of paying the contractor who installed and built the water treatment system, the 
funds were diverted to pay monthly operational expenses consisting of utility bills, 
chemical treatment costs, employee salaries, and other general operating expenses.  The 
contractor was not paid. 
 
The Board of Directors realized that there were not enough funds from household water 
hookups to cover operational costs.  As a result, in July 2007, the new well, pump and 
water treatment system were shut down.  The Board restarted the old pump and well in 
order to continue providing water to the community.  The utility provider also ordered the 
Board to pay its electric bill monthly or be shut down.  The water chemical treatment 
company stopped all service to the service district until it paid its bills.  The construction 
contractor continued to demand payment for his work.  He eventually placed a lien on the 
Lanare Community Center building.   
 

SOURCE OF THE PROBLEM 
 

In July 2007, the Fresno County Grand Jury received a complaint concerning the general 
management of the Lanare Community Service District.  After reviewing the complaint, 
an investigation was commenced. 
 

AREAS OF INVESTIGATION 
 
 Violation of the Brown Act:  The Lanare Community Service District Board of Directors 
was conducting business, but on several occasions failed to notify properly the water 
service district community.  They did not send out notices of meetings nor post proposed 
meetings at the community center or in the newspaper.  The Grand Jury was unable to 
locate most copies of business meeting minutes or official records of meetings. The 
Grand Jury also learned that the Board of Directors sometimes improperly conducted 
business meetings behind closed doors.  Therefore, it appears that on several occasions 
the Board conducted business in violation of the Brown Act. 
 
Failure to Maintain Financial Records: The Grand Jury also was unable to locate district 
financial records.  The Grand Jury found that no records were kept of financial 
transactions other than bank check registers.  Further complicating the issue, it appears 
that some members of the Board of Directors are unable to read or write.  The water 
district requires two signatures on each check that is written.  The Grand Jury found that 
on one occasion a Board member needed a second signature on a check.  The Board 
member asked a second Board member to sign the check.  The second Board member 
was unable to read the check and asked what it was for.  The Board member was told to 
just sign it. 
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Mismanagement by the Board of Directors:  At the time they applied for the federal 
grant, the Board of Directors failed to calculate accurately the existing residential and 
commercial water service connections, failed to calculate financial income from water 
usage and the cost of system operation, and failed to provide needed financial records to 
the water system operator.  In March/April 2007, the Board of Directors temporarily 
terminated the new water well operation due to lack of funds.  The old well was placed 
back into service. 
  
Only after the new system was shut down did the Board members conduct a survey of the 
community in an effort to determine how many water connections there actually were.  
One hundred forty nine connections were found.   Some water users had never paid for 
service, some hookups served several houses on one piece of property, and some 
residents were using district water to irrigate their alfalfa and to water livestock.  One 
rancher/farmer was also connected to the system, but his property was actually outside 
the water district service area.   
 
The Board has failed to monitor district revenues.  There has been no formal billing 
process and inadequate records exist to account for collected fees.  Most people paid in 
cash. The amount of payments coming in to the office was between $2,000 and $3,000 
per month and was not consistently the same.  It should have been between $4,000 and 
$5,000 per month at the then rate of $29 per month per hookup.  This question was asked: 
“Where did the rest of the money go?”  The Board of Directors increased the monthly 
residential fee from $29 to $46 per month.  The increased rate is still inadequate.  It will 
generate only approximately $6900 ($46 x 150 connections).  However, approximately 
$10,000 per month is needed to operate the complete water system in addition to the cost 
of salaries for the district manager ($5,000 per month) and a maintenance employee. 
 
On January 16, 2008, the Grand Jury received a report from the Fresno County Auditor-
Controller's Office.  The report was titled, "Independent accountant's report on applying 
agreed-upon procedures."  The subject of the report was the Lanare Community Service 
District’s distribution of the $185,105 block grant.  Fresno County sent the grant fund 
check to pay for construction work on the water system directly to the Lanare 
Community Service District.  The Board of Directors deposited that check into their 
general fund.  Dovali Construction was paid $158,185 for project 05091 but is still owed 
$26,955.  Consequently, the contractor has placed a lien on the water service district’s 
community center building.  The remainder of the grant funds appears to have been 
diverted to cover daily operational costs.   
 
During this time period, Board Directors hired family members as office staff and 
maintenance personnel.  The directors also increased their own monthly remuneration 
from $25 per meeting to $75 per meeting, in spite of the financial crisis.  The Board also 
hired a district manager at a salary of $5,000 per month, which they had no way of 
paying. 
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The Grand Jury learned that a former Board Member gave “Will Serve” letters to several 
members of the community.  The “Will Serve” letters promised new water service 
hookups at no cost, adding to the district’s financial crisis. 
 
On January 14, 2008, the Fresno County Auditor-Controller's Office sent a letter, along 
with the full Independent Accountant's Report of the grant to the Lanare Community 
Service District, to the Fresno County District Attorney's Office for their review.  The 
results of that review are pending. 
 

CORRECTIVE ACTIONS 
 

On August 1, 2007, the Board of Directors hired a district manager to oversee day-to-day 
operations.  The manager replaced some staff and reduced the total staff.  He also filed a 
report with the Fresno County Sheriff’s Department seeking criminal prosecution of 
former employees for misappropriating water service district funds. The manager then 
looked at all outstanding financial obligations, which totaled approximately $96,000.  
The manager contacted all vendors and attempted to make arrangements to satisfy the 
debts.   The debts are still outstanding. He then went to the county seeking assistance for 
emergency funding.  A meeting was scheduled for August 24, 2007 with Fresno County 
officials.  The meeting failed to generate any additional financial assistance. The manager 
also surveyed the community again to determine who exactly was using district water and 
what it was being used for.  He determined that not all households using water were 
paying for that usage and that some had never paid.  He and the maintenance employee 
attempted to collect past due funds to bring all accounts current.  The Grand Jury was 
told that monthly revenues have increased substantially as a result of his collection 
efforts.   
 

CONCLUSION 
 
A state of emergency will exist if the Lanare Service District cannot continue to provide 
water to the community. Because of mismanagement, unacceptable arsenic levels, and 
the absence of any other water source, the District is in crisis.   The Grand Jury contacted 
official representatives of the Fresno County Board of Supervisors concerning legal 
oversight of special districts.  However, these representatives told the Grand Jury that 
neither the Fresno County Board of Supervisors nor any other local governmental agency 
had any legal authority over special districts. If this district fails to manage itself, 
however, one solution might be to contract out the management of the water system.  The 
Grand Jury has learned that the Fresno County Public Works Department has contracts 
with other water or sewer districts to operate and maintain those systems. If that is 
impractical, the only other option that has been proposed is to dissolve the district and ask 
the State of California take over its operation. 
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FINDINGS 
 
F101 Because of low revenues, the Lanare Community Service District is unable to 

support itself. 
F102 The Board of Directors violated the Brown Act due to a lack of notification of 

meetings. 
F103 The District lacks accounting procedures. 
F104 The Board of Directors does not have sufficient expertise to manage the district's 

daily operation. 
F105 No daily operational records have been maintained, therefore the district is not 

able to determine a level of service needed for present or future water customers. 
F106 Current water supplied by the district does not comply with Federal Arsenic Level 

Standards. 
F107 Neither the Fresno County Board of Supervisors nor any other county 

governmental agency has any legal oversight in governing the Lanare Community 
Service District. 

F108 A potential emergency exists at the Lanare Community Service District because 
of insufficient funds, mismanagement, water arsenic levels, and the lack of 
potable water.     

 
RECOMMENDATIONS   
 
R101 Hire and maintain competent management staff.  (F101, 103, 104) 
R102 Install water meters to all existing customers.   (F105) 
R103 Obtain a block grant to fund installation and purchase of water meters.    
 (F101) 
R104 Enforce payment of water usage, which includes collections and water shut 
 off.    (F101, 103, 105, 108) 
R105 Establish fees covering actual new hookup expenses.   (F101) 
R106 Publish notices of all meetings in accordance with the Brown Act.   (F102, 104)  
R107 Establish an annual audit and maintain accounts receivable and expenditures in 

accordance with recognized accounting practices.   (F103, 104, 105) 
R108 Return the new pump and water treatment system to service.  (F106) 
R109 Fresno County Board of Supervisors should be prepared to respond and deal with 

a potential health hazard if the Lanare Service District fails to continue 
satisfactory operations. (F108) 

 
If the nine recommendations above are not implemented, the Grand Jury makes  
the two following recommendations.  Either:       

                                                    
R110 Contract with Fresno County Public Works Department to operate and   
 maintain Lanare's water system.   (F101, 104) 
R111 Dissolve the district into receivership by the appropriate agency of the State 
 of California.   (F101, 103, 104, 105, 106) 
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REQUEST FOR RESPONSES 
 
Pursuant to Penal Code 933.05, the Fresno County Grand Jury requests responses as 
follows: 

• Lanare Community Service District Board of Directors (R101 - R111; 
F101 -108) 

• Fresno County Board of Supervisors (R109; F108, R110) 
• Fresno County Department of Public Works (R110, F108) 
• Fresno County Department of Community Health (F108, F106) 

 
Please be reminded that the responses from elected officials are due within 60 days of the 
receipt of this report and 90 days for others. 
 
SOURCES 
 
Lanare Community Service District Records 
Fresno County Sheriff's Department 
Fresno County Counsel 
Fresno County District Attorney's Office 
Fresno County District Supervisors Office 
Fresno County Elections Office 
Fresno County Auditor/Controller’s Department 
Contractor 
Special District Consultants  
Oral Interviews  
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RESPONSES 
 

A. Lanare Community Service District Board of 
Directors 

R101 through R111 
 

B. Fresno County Board of Supervisors 
R109 

 
C. Fresno County Department of Public Works 

R110 
 

D. Fresno County Department of Community Health 
F106 and F108 
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Homes for People Sleeping on the Street 

 
“And homeless near a thousand homes I stood, 

and near a thousand tables pined and wanted food.” 
William Wordsworth, “Guilt and Sorrow”  

 
INTRODUCTION 

 
The homeless among us are a challenge to public policy and a reproach to the public 
conscience. 

  
Currently, large numbers of people are being shielded from homelessness by the efforts and 
spending of the City of Fresno and Fresno County governments.  In addition to government 
spending, local non-profit health and human resource groups and a plethora of charitable 
agencies also fight to end homelessness.  These public and private programs, often embodying 
the best efforts of hardworking and well-meaning people, are not effectively coordinated.  In 
spite of their efforts, there are many people living on the streets of Fresno or in the backs of 
cars each night. 

   
These street people, the “least among us,” are the focus of this Grand Jury report. We 
recognize that local agencies devote a great deal of money and energy addressing their 
problems in a piecemeal fashion, but this effort is largely unknown or misunderstood by the 
public. Many citizens would be surprised to learn that government agencies spend as much as 
$100,000 per chronic unsheltered homeless person every year.  Yet, the problem persists. 

 
BACKGROUND 

 
The Homeless Population 
 
Chronic unsheltered homeless people exist in every community in Fresno County.  The 
definition for homelessness depends on the purpose and scope of the report or organization 
dealing with homeless people (see Appendix 1).  Articles written about the homeless, for the 
most part, refer to the people who are living in cars or unsheltered on the street.  The chronic 
unsheltered homeless can be seen sleeping outside on loading docks of buildings, courtyards 
of shopping centers or strip malls, under the underpasses of freeways, under oleander bushes 
around freeway off ramps, and in cardboard boxes or makeshift tents.  Chronic unsheltered 
homeless people exist in every community in Fresno County.   
 
However, not all homeless people are derelicts.  Some are struggling individuals and families 
in need of help to find temporary shelter or money for rent or home payments. 
  
Focus of this Report: The Unsheltered  Homeless 
 
This Grand Jury report is focused on people sleeping in a place not meant for human 
habitation or sleeping in an emergency shelter. Homeless encampments lack water, and 
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restroom facilities.  Therefore, sanitation can become a public health problem. 
Every witness interviewed by the Grand Jury agreed that encampments are not an adequate 
shelter for the homeless and that something more is needed. 
 
The unsheltered homeless are often afflicted by multiple problems which make them very 
challenging to serve. For example, it is estimated that 80% of the chronic unsheltered 
homeless have either drug addiction or an incapacitating mental disorder. The make-up of this 
group changes every day, and their problems impact almost all governmental services. 
  
This population was dramatically brought to public attention when the City of Fresno and 
state transportation (Caltrans) officials began cleaning up the encampments of the chronic 
unsheltered homeless to force them to move elsewhere and to use available social services. 
After successive cleanups in 2006, personal properties were allegedly destroyed. This led to a 
lawsuit against the City of Fresno, Caltrans, and other named city officials.  A preliminary 
injunction was issued in November 2007 in Federal Court stopping the City and others from 
continuing their actions.  This trial is scheduled for June 10, 2008 in Federal Court. 
 
The Public Cost of Homelessness 
 
The scattered and piecemeal public services provided to the unsheltered homeless add up to a 
very large public expense.  It has been reported that as much as 50-80% of the total money 
intended for homelessness is spent on the chronic unsheltered homeless. 
 
The City of Fresno and Fresno County provide law enforcement and health services to the 
homeless as required by the laws governing law enforcement, hospitals and general 
governmental services.  The funding for this comes from the city’s and county’s operating 
budgets. The total costs of caring for the homeless include monies from the state and federal 
governments, donations, and grants for non-profits providing food, shelter, treatment, 
transitional housing, education, medical services, police, fire, coroner, and even libraries (the 
homeless spend time in the library to get out of bad weather).  It is difficult to estimate the 
total amount spent annually in the city and county to deal with the homeless, but it might be 
as much as $100 million in Fresno County. 
 
Providing police services to the unsheltered homeless and to the housed population whom 
their presence impacts presents special challenges and exacts high costs.  In general, jail or 
prison costs are estimated to be three to four times the cost of shelter beds or supportive 
housing costs in other jurisdictions. In addition, the cost of booking a person who is publicly 
drunk into the county jail is very high.  Fresno City Police have attempted to reduce this cost 
by contracting with the Fresno Rescue Mission to provide a "drunk tank" beneath a large tent 
on Rescue Mission property. Instead of booking those who are drunk in public, they are 
allowed to "sleep it off" on a cot in a supervised area. The Fresno Police Department 
estimates an annual savings of $300,000 from this practice.   
 
Based on estimates in other major cities in the United States, each chronic unsheltered 
homeless person often costs over $100,000 dollars a year.  There are especially large expenses 
in the delivery of medical services to a homeless population.   San Diego County tracked 
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fifteen homeless people for eighteen months and was able to quantify the medical cost per 
chronic unsheltered homeless person to be more than $130,000 per year or $200,000 for 
eighteen months.  Fifteen homeless people in eighteen months cost the county over $3 million 
in un-reimbursed medical care. 
 
A significant problem with providing medical care for the unsheltered homeless is that they 
have no home to which they can be safely discharged to recuperate. This results in longer 
hospital stays and more frequent hospitalization, as they never fully recover from their illness 
or surgery. This obviously results in higher costs. With the cost of hospital stays estimated at 
between $1,200-$1,600 a night, the City of  Fresno and Fresno County can little afford to 
ignore these huge expenses, even if the City/County are not directly responsible for paying the 
bills. 
 
Community Regional Medical Center (CRMC) does not identify the unsheltered homeless as 
a specific category in their budget.  However in 2007, CRMC provided over $122 million in 
uncompensated services to patients, including the homeless, who are uninsured or 
underinsured. CRMC has more non-reimbursed costs than all of the other hospitals in Fresno 
County combined.  Post discharge planning for the homeless costs CRMC about $120,000 per 
year. This expense does not include direct medical care costs, nor food, security, or other 
operating costs for the homeless patients receiving post discharge services. CRMC social 
services annually budgets $500,000 for post discharge services to the homeless. CRMC social 
workers also regularly refer homeless patients to the Fresno Rescue Mission, Fresno County 
Mental Health Department, Marjoree Mason Center, and local substance abuse programs. 
 
Sacramento and Bakersfield each has special respite care facilities for the "medically fragile" 
homeless after discharge. The homeless patients receive shelter, three meals a day, medication 
storage, other social services, and nurses to teach patients to care for themselves with no 
direct medical services. In Sacramento, each local hospital contributes $65,000, and the 
County contributes $120,000 annually.  All feel that they save money by doing so. The respite 
shelter beds cost $120 daily versus over $1,200 for hospital beds. In approximately one year, 
one hospital in Sacramento estimated their savings to be $800,000. 
 
In addition to the costs of services to the homeless, future tax revenues for Fresno County and 
the cities are impacted by the homeless whose “tent cities” and unsanitary habits discourage 
the development of business in areas where they stay. 
 
Lack of Coordination of Services for the Homeless  
 
Most services for the homeless are located in downtown Fresno where the Poverello House, 
the Rescue Mission, mental health residential treatment homes and programs are located.  
Therefore, there are large concentrations of the homeless nearby.  Some services for the 
homeless are provided by nonprofit agencies, while other services are provided by 
departments of Fresno County and by the City of Fresno.    
 
However, there is no clear coordination of effort to help the homeless.  For example, there is 
no administrator who has authority to coordinate the homeless efforts of the City of  Fresno, 
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Fresno County, non-profit organizations, and for-profit organizations.  
 
It is also often reported that different city and county departments whose work impacts the 
homeless do not talk with one another about common problems and the efficiencies that might 
be realized from coordinated action.  For example, the City and County of Fresno both have a 
Housing and Community Development Division.  They administer federal HOME Investment 
Partnership Program (HOME) funding that requires a five-year plan and an annual action plan 
with priorities developed by Division Managers.  The county and city divisions do not 
coordinate meetings, goals, or projects. 
 
Another example of opportunities lost because of insufficient coordination is provided by the 
current operation of the Fresno-Madera Homeless Management Information System (HMIS). 
This is an on-line computer system that provides countywide information to partner agencies.  
The system gives the status of services available to the homeless.  The system could provide 
the current number of beds available for the homeless and their locations so that agencies 
trying to place homeless clients in temporary housing could efficiently utilize available 
resources.  The full potential of this system is not realized, however, because the HMIS 
system is not receiving data from all agencies that provide services to the homeless. 
 
Non-profit Service Providers 
 
Non-profit agencies in Fresno/Madera counties annually serve 8,000 to 10,000 homeless 
people including battered or abused women, juvenile boys who need training and housing, 
families without shelter or food, and the 500 to 600 men and women wandering the streets of 
Fresno who are the focus of this investigation. 
 
A federal mandate requires that for non-profit organizations to receive Federal Department of 
Housing and Urban Development (HUD) funding, a continuum of care must be formed that 
evaluates and coordinates the activities of organizations in their effort to help eliminate 
homelessness.  This mandate also requires a ten-year plan be submitted and approved before 
funding is approved.  The ten-year plan’s progress is reported periodically.  
 
The Fresno-Madera Continuum of Care (FMCoC) is a non-profit organization which 
evaluates and ranks grants for the non-profit agencies that submit proposals.  Volunteers now 
perform its administrative duties with only one paid staff assistant.  Annually about $5 million 
in grants are approved. 
 
Housing the Unsheltered Homeless 
 
The mayor controls discretionary funds totaling about $500,000 that can be used for housing 
the homeless. The City of Fresno, under Mayor Autry’s leadership, has recently used funds to 
provide temporary shelter for the homeless in the form of thirty small, unheated sheds at a 
total cost of around $250,000.  Services to those in the sheds are directed or supervised by 
The Poverello House, a non-profit organization that provides help to many chronic 
unsheltered homeless.  These sheds provide short-term help.  Currently little or no money is 
spent in the City of Fresno, or in Fresno County, to develop permanent transitional and 

26



 5

supportive housing for the unsheltered homeless. 
 
Some city and county funds for housing the homeless come from government programs (state 
and federal) including grants/loans such as Emergency Shelter Grants.  The City of Fresno 
and the Fresno County Housing and Community Development Divisions administer federal 
(HUD-HOME) funds which are loan programs for builders and developers to help create new 
affordable housing, rehabilitate housing, acquire land for new construction, and assist in 
relocation of apartment units where necessary.  Currently there are few builders applying for 
HUD funding to build housing for the chronic unsheltered homeless.  Spirit of Women is the 
only program currently building housing for the homeless using money from a HUD grant. 
 
The City of Fresno also has proposed acquiring land and building long-term housing for the 
homeless living on the streets. There was a $3 million item in the Mayor’s budget proposal of 
2007 to fund this proposal.  Authorization to spend this money has not been approved by the 
Fresno City Council. 
 
These various efforts to provide housing for the homeless have not been effective solutions 
for chronic unsheltered homeless in Fresno County. 
 
Housing First 
 
“Housing First” programs provide permanent transitional housing and support services for the 
unsheltered homeless.  Clients receiving shelter are not usually required to be drug and 
alcohol free in order to be provided housing.  Support services, including counseling 
programs to support a drug-free lifestyle, accompany the housing, rather than being a 
prerequisite to it. 
 
The “Housing First” model was developed in Boston, Massachusetts after a study revealed 
that the community was paying an exorbitant amount to treat homeless individuals at hospital 
emergency rooms.  The study showed that giving the homeless person clean, warm, and dry 
shelter reduced medical costs by as much as 70%.  Boston went on to construct permanent 
buildings to provide temporary or transitional housing for the homeless.  Other cities 
including Chicago and Portland claim to have saved money and improved services by 
establishing a “Housing First” program. 
 
Recent Developments 
 
Recently the City of Fresno and Fresno County have taken what appear to be positive steps to 
work jointly on the homeless issue.  Both governing bodies passed proposals to form a new 
task force to produce a new ten-year plan to reduce homelessness and to seek additional 
federal funds.  The City of Fresno will hire a new staff person to work with the joint task 
force, and Fresno County will use existing staff.  The City of Fresno is also exploring 
developing part of the former Hacienda Hotel site to house some homeless families.  All of 
these ideas and proposals are in development, and it is not known whether the city/county 
efforts will come to fruition and be a help to the local homeless.  Also, it is unclear how these 
proposals, if they are enacted, will impact the non-profit agencies currently providing services 
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to the homeless.  They do appear to be steps in the right direction. 
 

FINDINGS 
 
F201 The public costs of supporting the unsheltered homeless are very high. 
 
F202 The total costs associated with the unsheltered homeless in Fresno County are not 

quantified. 
 
F203 Fresno County, cities within Fresno County, and many non-profit and for-profit non-

governmental organizations attempt to address problems of the homeless. 
 
F204 There is widespread (almost universal) agreement that the City of Fresno and Fresno 

County are not coordinating efforts to help solve the problems of the chronic 
unsheltered homeless.  

 
F205 The Fresno-Madera Homeless Management Information System (HMIS) is an on-line 

computer system that provides information about the homeless to partner agencies. 
 
F206 The HMIS system is not receiving data from all agencies that provide services to the 

homeless. 
 
F207 The various efforts currently in place to provide housing for the homeless have not 

been effective solutions to Fresno’s homeless problem. 
 
F208 “Housing First” programs provide permanent transitional housing and support 

services for the unsheltered homeless.   
 
F209 “Housing First,” meaning providing housing and supportive social services for the 

chronically unsheltered homeless, may cost less public money than leaving the 
homeless on the streets. 

 
COMMENDATION 

 
The Fresno-Madera Continuum of Care, and its member organizations are to be commended 
for the help they have provided and continue to provide to the homeless in Fresno and Madera 
Counties. 
 

RECOMMENDATIONS 
 

The 2007-2008 Fresno County Grand Jury recommends:  
 
R201.  City and county identify the costs associated with the chronic unsheltered homeless 

and report to the public within six months of receiving this report and make an annual 
report thereafter. (Findings F201, F202)    
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R202.  City and county governments develop a mechanism to coordinate the programs that 
strive to reduce or eliminate homelessness in the city and county and to cooperate with 
non-profit service providers. (Findings F203, F204) 

 
R203.  City and county governments establish a program of permanent transitional housing 

that provides shelter for the chronic unsheltered homeless along with providing 
support using established “Housing First” programs as models. (Findings F207, F208, 
F209)  

. 
R204.  City and county governments expand the Fresno-Madera Homeless Management 

Information System (HMIS) already established at the Fresno County Housing 
Authority to include all participating service providers dealing with the indigent and 
homeless including those receiving government monies for any projects that affect the 
homeless. (Findings F205, F206) 

 
REQUEST FOR RESPONSES 

 
Pursuant to Penal Code & 933.05, the Grand Jury requests that you respond to each specific 
recommendation as outlined in the attached letter of instruction. 
 
Respondents 

1.  Fresno County Board of Supervisors. (R201-R204, F201-209). 
2.  Fresno Mayor. (R201, R202, R203, F201-204, F207-209). 
3.  Fresno City Council.  (R201-R204, F201-209) 

 
 

RESEARCH DATA 
 

The Grand Jury utilized a variety of resources in its investigation of the chronic unsheltered 
homeless in Fresno County: 
 
Interviews of representatives or attending meetings from: 

1.  Various departments of the City of Fresno and Fresno County including the Fresno 
Police Department and The Health and Human Services Department. 

2.  The Fresno City Council. 
3.  The City of Fresno Mayor’s Office. 
4.  The Fresno County Board of Supervisors. 
5.  Various non-profit organizations that provide help for the homeless including 

Fresno-Madera Continuum of Care, Poverello House, Salvation Army, Rescue 
Mission, Marjaree Mason Center, and Valley Teen Ranch. 

6.  The Fresno Redevelopment Agency 
7.  The Economic Development Corporation. 
8.   Fresno Housing Authority (FHA) 

 
Articles read and information from: 

1.  Newspaper articles (2000-2007). 
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2.   Internet sites. 
3. The Fresno-Madera Continuum of Care 10-year Plan to End Homelessness, 2007. 

Street Survey Data, January 2007. 
4. Other Fresno-Madera Continuum of Care reports.  
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Appendix 1 
 

 According to the Stewart B. McKinney Act, 42 U.S.C. § 11301, et seq.(1994), a person is 
considered homeless who “lacks a fixed, regular, and adequate night time residence and has a 
primary night time residency that is: (A) a supervised, publicly or privately and operated as 
shelter designed to, provide temporary living accommodations ... (B) an institution that 
provides a temporary residence for individuals intended to be institutionalized, or (C) a public 
or private place, not designed for, or ordinarily used as, a regular sleeping accommodation for 
human beings.” 42 U.S.C §11302(a). The term “’homeless individual’ does not include any 
individual imprisoned or otherwise detained pursuant to an Act of Congress or a state law.” 42 
U.S.C. §11302(c) 
  
The education subtitle of the McKinney-Vento Act includes a more comprehensive definition 
of homelessness. This statute states that the term ‘homeless child and youth’ means (A) 
individuals who lack a fixed, regular, and adequate nighttime residence ... and (B) includes: 
(i) children and youth who lack a fixed, regular, and adequate nighttime residence, and 
includes children and youth who are sharing the housing of other persons due to loss of 
housing, economic hardship, or a similar reason; are living in motels, hotels, trailer parks, or 
camping grounds due to lack of alternative adequate accommodations; are living in 
emergency or transitional shelters; are abandoned in hospitals; or are awaiting foster care 
placement; (ii) children and youth who have a primary nighttime residence that is a private or 
public place not designed for or ordinarily used as a regular sleeping accommodation for 
human beings (iii) children and youth who living in cars, parks, public spaces,  abandoned 
buildings, sub-standard housing, bus or train stations, or similar settings, and (iv) migratory 
children... who qualify as homeless for the purposes of this subtitle because the children are 
living in circumstances described in clauses (i) through (iii). McKinney- Vento Act sec 
725(2); 42 U. S. C.11435 (2).  

Other federal agencies, such as the Department of Housing and Urban Development (HUD), 
interpret the McKinney-Vento definition to include only those persons who are on the streets 
or in shelters and persons who face imminent eviction (within a week) from a private dwelling 
or institution and who have no subsequent residence or resources to obtain housing. This 
interpretation of homelessness serves large, urban communities, where tens of thousands of 
people are literally homeless. However, it may prove problematic for those persons who are 
homeless in areas of the country, such as rural areas, where there are few shelters. People 
experiencing homelessness in these areas are less likely to live on the street or in a shelter, and 
more likely to live with relatives in overcrowded or substandard housing (U.S. Department of 
Agriculture, 1996).  
 
Chronic homelessness is long-term or repeated homelessness.  The federal government’s 
definition of chronic homelessness includes homeless individuals with a disabling condition 
(substance use disorder, serious mental illness, developmental disability, or chronic physical 
illness or disability) who have been homeless either 1) continuously for one whole year, or 2) 
four or more times in the past three years. 
 (Chronic Homelessness B, National Alliance to End Homelessness Brief- March 2007 4 
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Pages and Fresno Madera Continuum of Care 2005 Homeless Street Survey and Gaps 
Analysis, Pages 7 & 8). 
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RESPONSES 
 

A. Fresno County Board of Supervisors 
R201 through R204 

 
B. Fresno Mayor 

R201 through R203 
   Included with the Fresno City Council response 
 

C. Fresno City Council 
R201 through R204 
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MALAGA COUNTY WATER DISTRICT 

 
“Eternal vigilance is the price of liberty.”  Wendell Phillips 

 
INTRODUCTION 

 
As the result of a citizen complaint, the Fresno County Grand Jury has investigated the 
operations of the Malaga County Water District.  That investigation has revealed troubling 
concerns related to the way this district functions.  In some instances, it has failed to recognize, 
much less comply with, applicable state law.  It has also acted in ways that give the impression 
of misconduct.  As is noted in more detail below, valid concerns have yet to be properly 
addressed by those entrusted with this district’s operations. 
 

BACKGROUND 
 
Special Districts 
 
There are approximately 2300 independent special districts in California.  Special districts are a 
form of local government authorized by state law to meet specific needs that are not being 
adequately satisfied by the existing governmental structure.  For example, when residents want 
new or higher levels of existing services, they may form a special district to pay for and 
administer those services. 
 
Special districts are governed by an independent board of directors who are elected by the 
district voters or appointed to a fixed term of office by either a city council or a board of 
supervisors.  Most districts have five-member governing boards.  Some districts have a 
professional manager to assist the governing officials.  The governing board adopts policies that 
the general manager implements.  Members of the district board are trustees of public funds and 
are bound by their oath to operate under pertinent government regulations and statutes. 
 
Special district revenues come from various sources such as fees, taxes, revenue bonds, and 
grants.  According to existing law, to the extent fees are charged for specific services, those fees 
must be based on the cost of the service being provided and may not be used to support unrelated 
activities.  Likewise, state law prohibits using public funds for gifts. 
 
The Special District Board of Directors is accountable primarily to the voters and the customers 
who use their services.  Technically, the State provides oversight.  For example, special districts 
must submit annual financial reports to the State Controller and must also follow laws pertaining 
to public meetings, bonded debt, record keeping, and elections.  However, there appears to be no 
effective follow-up to insure that the districts are in compliance with existing laws. 
 
The California Special Districts Association (CSDA) 
 
The California Special Districts Association (CSDA) is dedicated to advocating and 
strengthening special district governance by providing services and support to its members.  
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Through membership in CSDA, special districts may take an active role in educating the general 
public, their constituents, and legislators as to the important role the special districts play.  
Additionally, members of CSDA receive access to education and training, insurance programs, 
legal advice, industry-wide litigation and public relations support, legislative advocacy, capital 
improvement and equipment funding, collateral design services, and, most importantly, current 
information that is crucial to a special district’s management and operational effectiveness.  
CSDA offers a full range of training programs and educational seminars specially designed for 
special district personnel from secretary to board members.  Subjects include board policy, 
community relations, finance, management, legal issues including the Ralph M. Brown Act and 
conflict of interest/ethics laws, and other important topics. 
  
Malaga County Water District 
 
Malaga County Water District (MCWD) was founded in 1958 and operates under the California 
Water Code, sections 30000 et seq.  It covers a small, low-income, industrialized area located in 
Fresno County with a population of approximately 1,500 residents and a business community of 
approximately 250 warehouses and commercial customers. 
 
 MCWD is governed by an elected five-member Board of Directors that oversees the water, 
sewer, and solid waste disposal operations as well as recreational activities.  It employs an 
estimated 13 full-time employees including a manager, water systems operator, wastewater 
treatment plant operator, maintenance and operations specialist,  secretary, and bookkeeper.  In 
addition, independent contractors are hired on a part-time basis for special projects and activities. 
 
Monies are received by MCWD from user fees for water and sewage services and a portion of 
property taxes designated for community recreation purposes.  Revenues are disbursed from a 
general fund consisting of four budget items: water, sewer, solid waste disposal, and recreation.  
Expenditures and revenues are assigned to specific budgets at the end of the fiscal year. 
 

ISSUES OF CONCERN 
 

The District Board and its management appear to be ignorant of or indifferent to controlling state 
laws and regulations.  Some of the individuals interviewed were reluctant to cooperate with this 
Grand Jury’s investigation based, in part, on their erroneous belief that the District was exempt 
from Grand Jury oversight.  The District’s attitude has contributed to and/or caused the problems 
noted below. 
 
Commingling of Funds 
 
Monies received from the water, sewer, and solid waste fees, and a portion of the property tax 
devoted to the recreation budget are placed into a general fund.  Expenses for each of these areas 
are placed into and paid from the general fund.  At the end of the fiscal year, the costs of the 
district are assigned to the various budgets.  Since insufficient funds are being received to 
support desired recreational activities, fees collected for water, sewer, and solid waste are being 
“loaned” to pay for recreational activities. 
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While there appears to be no law prohibiting loaning surpluses from the water or waste disposal 
funds to the recreation park activities, a district’s water and other rates must be reasonable and 
fair.  Under the Water Code, fees should be reduced if rates are creating a surplus.  If recreation 
fees and charges are insufficient, they should be raised.  If recreation fees and charges cannot be 
raised, those services should be cut.  In any case, if the District loaned money from water to 
recreation, those monies should be paid back by recreation.  A July 21, 2004 independent report 
noting these problems was distributed to the Board of the MCWD and to the Fresno County 
Board of Supervisors. 
 
Payment of Health Insurance and In-Lieu-of Monies 
 
Currently, the District offers health insurance for Board members and their families.  If a Board 
member has insurance through an employer, the Board member is paid in-lieu benefits ranging 
from $941 to $1226 per month instead of receiving the health insurance provided through the 
District.  The MCWD Policies and Procedures Manual (dated 1993) authorized payment of 
accident, health, hospital, and dental benefits for full-time employees of the district.  The District 
was authorized to provide vision care benefits for Board members. 
 
No Board approved policy was found providing Board members with health and dental 
coverage, other than vision coverage.  However the minutes of February 11, 1997 included 
Board action authorizing in-lieu benefits for Board members already carrying dental, health, 
and/or vision coverage on recommendation of the Board’s legal counsel. 
 
A district may provide health insurance for Board members (see section 31008 of the Water 
Code).  However, there appears to be no authority in the group insurance statutes to pay cash to 
an officer already having health insurance instead of providing benefits through a group plan 
adopted by a local agency.  According to our counsel, unauthorized cash payments in lieu of 
health benefits might be subject to criminal prosecution (see, e.g., sections 1222 and 53200-
53210 of the Government Code).  The 2004 independent report noted the same problem. 
 
Nepotism 
 
The MCWD Board is comprised of one extended family, with the exception of the Board 
president. One of the responsibilities of the district manager is to interview and hire job 
applicants.  While employment openings are posted at Fresno City College and California State 
University, Fresno, as well as placed in the Fresno Bee, friends and family of Board members 
often are hired as independent contractors to fill temporary positions such as lifeguards, referees, 
babysitters, etc.  Indeed, a board member has received compensation as a DJ at social events.  
These practices raise questions about conflicts of interest.   
 
 Use of Public Monies for Purposes Not Provided in the Law 
 
The Grand Jury has been provided accounts payable records which show that monies have been 
expended for funeral receptions and floral tributes to various families in the community who 
have experienced a death.  However well intended, this appears to be an improper use of district 
funds.  Since members of the Board of Directors are trustees of MCWD funds with the duty to 
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use them for district purposes, allowing the funds to be used for improper purposes would violate 
their oaths of office. 
 
Under the California Constitution, the District may not use its monies to confer a gift of public 
funds, meaning any appropriation for which there is no authority or enforceable claim (Jordan v. 
Department of Motor Vehicles (2002) 100 Cal. App.4th 431, 450, citations omitted.  California 
Teachers Assn. V. Board of Trustees (1978) 82 Cal.App.3d 249, 257, citations omitted). The 
previous independent report noted this statutory violation.  Willful appropriation of funds for 
purposes not authorized by positive law could result in civil and/or criminal action liability. 

 
The Grand Jury believes it is unlikely that a public purpose can be found for either paying 
funeral expenses of a deceased board member or buying flowers for families in the District 
having a death in the family. 
 
Violation of the Brown Act 
 
The Brown Act was enacted to insure that the public’s business is conducted in public, not in 
secret.  Some members of the community are distressed by practices perceived as secretive. 
 
For example, in order to replace a deceased Board member, the Board solicited letters of self-
nomination from the community.  A number of individuals responded, including a relative of 
several Board members.  At a public meeting, the Board retired behind closed doors to review 
the applications and found the applicants to be similarly qualified.  The Board members decided 
to put the names into a hat and pull out the name of the applicant to be selected.  The name 
drawn was that relative of other Board members.  The Board returned to the community 
members at the Board meeting and announced that the selected Board member was the result of 
a unanimous vote.  Some present believed the choice was a foregone conclusion.  Although 
deliberations about personnel matters regarding hired employees of the District must be 
conducted confidentially, all matters regarding elected officials must be handled publicly.  The 
District’s procedure violated the Brown Act and has created the suspicion of favoritism. 
 
Recreation Funds 
 
The Fresno County Grand Jury has reviewed financial records and audit reports of the MCWD 
and found several areas of concern.  For example, the recreation program is required to be self-
supporting, meaning that it can only spend what it receives through property taxes and other 
recreation-generated revenues.  It cannot depend upon water or sewer revenues.  The Grand Jury 
has found that the Chairperson of the Board of Directors of the MCWD was warned in a letter 
from a Certified Public Accountant in March of 2004 that the District’s recreation program had 
operated at a deficit for many years and that, as of June 30, 2003, it owed the Water Fund 
$161,320.  The MCWD Board of Directors was advised by this CPA as well as by the previously 
mentioned independent study to limit recreation fund expenditures to no more than property tax 
and recreation related revenues.  They were further advised to make every effort to cut 
expenditures below anticipated revenues in order to reimburse borrowed funds from the water 
and sewer funds.  Despite these warnings, it appears that this deficit spending has continued. 
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Staff Training 
 
While it is a member of the California Special Districts Association, the district has failed to take 
advantage of valuable services available through this and related organizations.  For example, a 
previous board member/interim manager was paid additional compensation to train the present 
manager.  Exposure to outside resources will better enable the district to avoid repeating prior 
errors and should help implement effective, law-abiding practices.  Deliberate ignorance does 
not benefit the board, its staff, or the public it is sworn to serve. 
 

CONCLUSION 
 
The MCWD Board of Directors and the District Manager have taken steps to address some of 
the concerns raised by the complainant and revealed during our investigation.  However, the 
focus of this report has been on problem areas that continue to exist.  This is especially true 
when it comes to the way in which the District accounts for and handles district fees.  The 
district also needs to become better informed and to take advantage of training available through 
organizations such as the California Special Districts Association. 
 

FINDINGS 
 

F301 The participation of the community was perceived to be unwelcome at Board meetings. 
 
F302 Monies from the water, sewer, solid waste disposal, and recreation budgets are being 

commingled.  The water and sewer fees must be used only for water and sewer purposes. 
 
F303 The MCWD Policies and Procedures Manual does not provide health benefits other than 

vision for Board members.  Nevertheless, members of the Board of Directors are 
receiving monies in-lieu-of health, vision, and dental insurance. 

 
F304 Independent contracts are awarded to Board members as well as friends and family of the 

Board members. 
 
F305 The Board had prior knowledge of probable improprieties. 
 
F306 A previous independent investigation approved by the MCWD Board and submitted to 

the Board of Supervisors advised the MCWD Board of inappropriate and illegal 
practices. 

 
F307 Public monies were used for purposes not provided in the law, e.g., funeral receptions 

and flowers to bereaved families. 
 
F308 A past board member/interim manager trained the present manager at additional cost to 

the District.. 
 
F309 The Board of Directors has violated the Brown Act. 
 

51



 6

 
RECOMMENDATIONS 

 
The 2007-08 Fresno Grand Jury recommends: 
 
R301 Repay to water, sewer, and solid waste disposal monies borrowed for recreation.  (F302) 
 
R302 Review recreation program and account to bring them into balance and compliance with 

good business practices. (F302, F304) 
 
R303 Stop paying money for in-lieu-of health benefits to members of the Board of Directors.  

(F303) 
 
R304 Stop dispensing public monies for uses outside of those provided in the law.  (F307) 
 
R305 Board members and appropriate employees should take advantage of workshops and 

seminars offered by the California Special Districts Association, particularly those 
relating to ethics.  (F302, F306, F307, F308) 

   
R306 To the extent permitted by law, the MCWD Board of Directors’ actions should be done 

publicly.  The participation of the community should be welcomed and respected.  (F301, 
F309) 

 
R307 The MCWD Policies & Procedures Manual should be revised and updated to reflect 

current practices.  (F303, F304) 
 
R308 The Board of Directors should avoid all appearance of conflict of interest. (F303, F304, 

F307) 
 
R309 The District should stop commingling funds. (F302) 
 
R310 The Fresno County Auditor-Controller/Treasurer-Tax Collector should conduct an audit 

as soon as possible of the MCWD. (F302, F303, F304, F307) 
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REQUEST FOR RESPONDENTS 

 
Pursuant to Penal Code 933.05, the Fresno County Grand Jury requests responses to each of the 
specific recommendations.  It is required that responses from elected officials are due within 60 
days of the receipt of this report and 90 days for others. 
 

RESPONDENTS 
 
Manager, Malaga County Water District (R301, R302, R305, R307, F301. F302, F303, F304, 
F307, F308) 
 
MCWD Board of Directors (R301, R302, R303, R304, R305, R306, R307, R308, R309, F301, 
F302, F303, F304, F305, F306, F307, F309) 
 
Fresno County Board of Supervisors (R302, F305, F306) 
 
Fresno County Auditor-Controller/Treasurer-Tax Collector (R310, F302, F303, F304, F307) 
 

SOURCES AND REFERENCES 
 
MCWD community residents 
 
MCWD present and former managers 
MCWD present and former presidents of Board of Directors  
MCWD staff 
Certified Public Accountant for MCWD 
MCWD legal counsel 
 
California State Controller’s office 
Fresno County District Attorney’s office 
Fresno County Counsel’s office 
Fresno County Auditor-Controller/Treasurer-Tax Collector’s office 
 
California Special Districts Association 
Special Districts Risk Management Association 
Sacramento Suburban Water District 
Del Paso Manor Water District 
 
MCWD financial statements and audit reports    
MCWD Policies and Procedures Manual 
MCWD Statement of Cash Receipts & Disbursements October 2006-2007 
MCWD Accounts Payable Records October 2006-2007 
MCWD Financial Statements/Audit Reports for fiscal years ending 2004, 2005, 2006, 2007 
Unaudited Malaga Recreation Department Analysis and Recommendations dated July 21, 2004 
Internet research     
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RESPONSES 
 

A. Manager, Malaga County Water District 
R301, R302, R305 and R307 

 Included with the Malaga County Water District Board of 
Directors Response 

 
B. Malaga County Water District Board of Directors 

R301 through R309 
 

C. Fresno County Board of Supervisors 
R302 

  
D. Fresno County Auditor-Controller / Treasurer- 

Tax Collector 
R310 
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Grand Jury Committee Report 
2007-2008 

 
Report #4 

 
PLEASANT VALLEY STATE PRISON   

 
“The grand jury shall inquire into the condition and management of the public prisons 
within the county.”  Section 919, subdivision (b), of the Cal. Penal Code. 
 

INTRODUCTION 
 

The Grand Jury has conducted its annual review of the Pleasant Valley State Prison 
(PVSP).  That has included follow-up to issues raised by the prior year’s Grand Jury as 
well as concerns that were not previously addressed.  Improvements have been noted, but 
challenges still exist.  Some problems allegedly are statewide, while others appear to be 
unique to this facility.  The PVSP staff is aware of the ongoing concerns and appears to 
be attempting to address them. 
 

BACKGROUND 

Pursuant to State law, our Grand Jury is obligated to examine the operation and 
conditions of any prisons located within Fresno County.  Currently there is one such 
facility, the Pleasant Valley State Prison, which is located at 24863 West Jayne Avenue 
in Coalinga. This institution was opened in November of 1994 and covers 640 acres.  
According to its website, as of Fiscal Year 2006-2007, it had an annual operating budget 
of $195 million and a total staff of 1,388.  Its designed bedspace capacity is listed as 
2,616, but the count is given as 5,188.  

According to its mission statement,  
 

Pleasant Valley State Prison provides long-term housing and services for 
minimum, medium and maximum custody inmates.  Productivity and self-
improvement opportunities are provided for inmates through academic classes, 
vocational instruction and work programs.  PVSP provides Correctional Clinical 
Case Management System (CCCMS) mental health services.  The Correctional 
Treatment Center provides diagnostic evaluation and treatment for inmates, 
including those in need of Mental Health Crisis Bed housing.  

 
Inmate programs include vocational, academic, and religious programs as well as 
community service crews, arts in corrections, and computers for schools.  
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AREAS INVESTIGATED 
 
Since July of 2007, the Grand Jury has received few complaints from inmates concerning 
the operations of PVSP.  However, inmates have not been reluctant to raise concerns 
using other legal and administrative avenues.  As part of our current investigation, we 
have not only visited the prison, we have also examined some of these public records.  
Among the themes that have been reiterated over the years are inmate concerns over the 
adequacy of medical care, conditions at the prison, and the responsiveness of the staff to 
inmate complaints and administrative appeals. 
 
Prior Grand Jury Recommendations 
 
As part of its report, the 2006-2007 Grand Jury focused primarily on the issue of medical 
care provided by Pleasant Valley State Prison.  Its recommendations included (1) 
providing a secure wing for patient-inmates at the Coalinga Regional Medical Center, (2) 
providing adequate laboratory equipment for the Correctional Treatment Center, (3) 
implementing a more sophisticated medical record storage system and adequate storage 
facility, and (4) revising the pay scale for physicians and nurses.   
 
 As noted in more detail in the 2006-2007 report, this is an area that currently falls under 
the jurisdiction of a receiver appointed by the federal court. The receiver’s response to 
last year’s report agreed with many of the Grand Jury’s findings, but not necessarily with 
its recommendations.  His responses to the Grand Jury’s report included the following: 
(1) he agreed with the findings supporting the recommendation for a secured wing for 
patient-inmates, this recommendation was being evaluated, but it had not been 
implemented and may not be implemented because of statewide priorities and options; 
(2) the recommendation concerning laboratory equipment had been implemented; (3) the 
receiver agreed with the recommendation concerning a better medical record storage 
system and facility, but that recommendation has not yet been implemented; and (4) the 
recommendation for improving the pay scale had been implemented along with other 
changes to improve working conditions, orientation, and training. 
 
Our current investigation has confirmed that the medical staffing situation at the prison 
has improved.  Local support for a secured wing at the medical center still remains, but 
no attempt has been made to implement the potential cost savings noted by last year’s 
Grand Jury. Furthermore, a new federal receiver has been appointed; and some of the 
prior receiver’s actions have been questioned. Whether the progress that has been made 
will be undermined by the change in the receiver and the state’s budget problems is 
unclear.  
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Valley Fever 
 
Medical care has been an ongoing problem throughout the state’s prison system.  There 
have been complaints about the timeliness of medical care, the adequacy of that care, the 
competence of the medical staff, lost medical records, and delays in processing and 
resolving medical appeals.  This has also been true of the Coalinga prison. 
 
In addition, Valley Fever (coccidiodomycosis) is notorious in the Coalinga area. This 
infection is caused by a fungus that lives in certain arid-type soils.  Its spores are released 
into the air when the soil is disturbed by wind, farming, construction, and other activities.  
It is an ongoing concern that affects the health of both inmates and staff.   
 
While the prison has not maintained records prior to 2003 and was unable to provide 
precise statistics on the number of individuals afflicted with this condition (e.g., due to 
duplicate testing), the information that is available indicates the following number of 
reported cases: 128 (2003/2004), 150 (2005), 514 (2006), and 137 (2007).  There were 
also 13 Valley Fever-related deaths during the period 2005 through 2007 with five in 
2005, five in 2006, and three in 2007.   
 
Local prison officials are well-aware of this situation and appear to have taken reasonable 
steps to identify and address the problems associated with high-risk inmates. Among 
other things, a statewide exclusion of inmates susceptible to coccidiodomycosis was 
expanded on November 20, 2007. 
 
So far, attempts to eliminate Valley Fever have not been successful.  For example, the 
prison administration has concluded that some proposed environmental solutions to 
containing Valley Fever’s ground source are impracticable because of the air-borne 
nature of this disease.   
 
Inmate Complaints 
 
Inmates who are dissatisfied with their conditions or treatment have the right to seek 
redress within the prison system.  Complaints may be addressed informally or formally, 
with separate procedures existing for processing medical complaints. The formal process 
has multiple levels of review including the prison staff, the Warden, and ultimately the 
Director of the Department of Corrections and Rehabilitation. According to the prison, 
4,011 complaints were assigned for action in 2007.  During the 12-month period 
preceding February 1, 2008, it is estimated that an average of 358 first and second level 
appeals were being processed monthly within the prison.  
 
The guidelines for the administrative review process are formalized in Title 15 of the 
California Code of Regulations.  These regulations specify the actions that must be taken 
and the time frames that apply at each level of the administrative appeal process.  Inmates 
who are dissatisfied with an administrative response may seek relief outside the prison 
system, e.g., by filing writ petitions with the courts. 
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The prison was unable to calculate how much it costs to process an inmate appeal.  A 
“ball park” estimate of $1,000 was mentioned, but it could not be sustained.  An attempt 
by prison staff to develop an accurate estimate was deemed to be cost prohibitive, 
considering all the factors involved.  For example, the informal level of review is not 
tracked by the Inmate Appeals Office, which is staffed by two coordinators, two office 
technicians, and one program analyst.  The Medical Appeals Office is separate and is 
composed of eight staff members.  Yet, the prison says that this does not include every 
person involved because “every employee is subject to responding to an appeal.” 
 
Over the years, there have been many assertions of inmate complaints being mishandled, 
lost, and/or not processed within the time frames specified by the state’s own regulations.  
The prison admits that it is not in full compliance with the time frames noted in the 
regulations.  However, it claims that training is provided on an on-going basis to inform 
the staff of the importance of processing appeals; and reports are generated to monitor 
and address overdue appeals. The prison also speculates that a majority of complaints 
regarding lack of responsiveness may arise at the informal level of review. 
 
At the time of our visit to the prison, the staff informed us that regular inmate appeals 
were being processed within specified time constraints, but medical appeals were 
backlogged due in part to staffing problems.  In February, we were informed that the 
Medical Appeals Office was now fully staffed; and the prison was current except for 
“minimal overdue appeals” in some areas.  As of early March, the prison claimed to be in 
compliance with the regulations “by over 95%” (with 17 first-level responses overdue as 
of February 1, 2008); but complete statistics were not available because of “computer 
system limitations.”  For example, the Inmate Appeals Tracking System (IATS) does not 
provide reports indicating which appeals are forwarded from one level to the next in the 
administrative appeal process, nor does it provide complete appeal tracking involving 
inmates transferred from one institution to another.  Allegedly, Headquarters is 
evaluating IATS; and funding is being sought to improve its capabilities.  
 
When inmates believe that their appeals are not being properly handled, they often turn to 
other agencies, including, but not limited to, the Grand Jury and the courts.  For example, 
each year the Fresno County Superior Court receives hundreds of inmate petitions, many 
of which relate to alleged problems at PVSP.  Each of these must be filed, processed, 
researched, and resolved.  While most are summarily denied, others may require the 
filing of formal responses (usually by the Attorney General’s office), the appointment of 
counsel for the inmate, hearings, and the rendering of a judicial decision.  Disgruntled 
inmates may also seek relief from the federal courts and from the courts of appeal.   
 
In sum, the costs associated with the inmate complaint process extend far beyond the 
incomplete provincial amounts reported by PVSP.   
 
Prison Responsiveness 
 
During our visit to the prison, the Grand Jury was impressed by the hospitality, 
cooperation, and openness of the people we met.  We saw what we wanted to see, and our 
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questions were answered without reservation.  We were also informed that additional 
information would be provided upon request. 
 
However, as has been alleged by some inmates, getting timely feedback did not always 
go as expected.  For example, on February 8, an e-mail was sent to the prison seeking 
clarification and additional facts on information that had been provided for our review.  
When there was no response, a follow-up phone call was made; and a message was left 
on February 19.  No response.  On February 21, a second telephonic message was left 
requesting that the prison confirm that it had received the February 8 e-mail and asking 
for a response date.  Again, there was no response.  On March 4, we were finally able to 
make contact.  Only then were we informed that the prison was working on getting the 
information we had requested.  Indeed, much of it was transmitted later that morning.  
The belated explanation for the delay was the priority given to preparing fiscal and 
budget reports.  
 
This Grand Jury does not doubt the sincerity, dedication, or hard work of the people 
involved.  However, when it comes to communication, perception can undermine even 
good intentions and sometimes has more influence than facts.  It should be normal 
practice to respond promptly to inquiries—especially when confirmation is requested—to 
affirm that the request has been received and is not being ignored. Failure to do so is a 
disservice to all involved, undermines credibility, breeds mistrust, encourages repetitive 
actions, and increases costs. 
 
As with prison inmates, the prolonged silence that greeted our inquiries left us to 
speculate about the status of our requests.  If the Grand Jury, which has a legal mandate 
to examine prison operations, is overtly ignored, can we expect that inmate requests are 
being treated any better?  While the prison representative was apologetic for the delayed 
responses to our inquiries, based on our experience, it appears the prison needs to 
improve its communication protocols. 
 
Internal Controls 
 
The allegation of financial criminal misconduct by two pharmacists at PVSP has brought 
into question the adequacy of existing financial controls. This prison is a state facility and 
is monitored by other state agencies. While the Department of Finance and the 
Department of Correctional Health Care Services perform audits of all health care 
operations, apparently it was the Department of Corrections and Rehabilitation that found 
the discrepancies that initiated this particular criminal investigation. 
 
The issue of financial oversight appears to implicate statewide procedures that extend 
beyond the territorial jurisdiction of this Grand Jury and which, in part, fall under the 
general oversight of the federal receiver.  Because of the ongoing criminal investigation, 
limited information was available for our review at this time.  However, this is an issue 
that a future Grand Jury may want to investigate in greater detail. 
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SUMMARY 
 
The prison population exceeds the bed space for which it was originally designed.  The 
decision to build this facility in its present location increased health risks that have 
adversely affected both inmates and staff.  While the medical treatment situation at the 
prison has improved, further improvements have been hampered by concerns that 
allegedly extend to the prison system in general.   
 
Inmate complaints increase the costs of operating prisons, costs that extend beyond the 
walls of the prison facility.  To a certain extent, complaints are inherent in the nature of 
the prison environment.  However, just as inmates are expected to follow existing 
regulations, so too the prison staff is obligated to comply with those regulations. 
 
Finally, good business practices require prompt response to complaints and inquiries, 
even when the workload is hectic.  If this is not part of the current training process, the 
prison should make changes to insure that this aspect of good communication practices is 
not overlooked. 
 
 

FINDINGS 
 
F401. There has been an increase in the medical staffing at PVSP that appears to have 

improved the availability of medical care. 
 
F402. The state has not yet implemented the cost-savings recommendation to establish a 

secured wing for patient-inmates at the Coalinga Regional Medical Center despite 
continued local support for this proposal. 

 
F403. The need for an improved medical record storage system remains. 
 
F404.  Valley Fever continues to be an ongoing threat to inmates and staff despite 

attempts to minimize its impact. 
 
F405.  The prison’s administrative tracking system provides incomplete information on 

inmate complaints and appeals. 
 
F406.  While there have been alleged improvements, the prison is still not in complete 

compliance with the appeal processing time constraints established by controlling 
regulations. 

 
F407.  Failure to resolve inmate complaints through the existing administrative process 

results in increased costs both to the prison and to other governmental agencies. 
 
F408.  The prison staff does not always acknowledge and promptly respond to 

complaints and inquiries including those of the Grand Jury. 
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RECOMMENDATIONS 
 
R401.  Continue to work on improving the medical care provided to inmates. (F402, 

F403, F404) 
 
R402. Look for new ways to minimize the threat of Valley Fever. (F404) 
 
R403. Upgrade the prison computer system. (F405) 
 
R404. Either comply with or seek changes to the regulations governing inmate appeals. 

(F406) 
 
R405. Seek to anticipate and resolve inmate concerns before they become complaints. 

(F407, F408) 
 
R406. Acknowledge and respond promptly to inquiries. (F408) 
 

REQUEST FOR RESPONSES 
 
Pursuant to section 933.05 of the Penal Code, the Fresno County Grand Jury requests 
responses to each of the specific findings and recommendations.   
 

RESPONDENTS 
 
J. Clark Kelso, Federal Receiver (All findings and recommendations.) 
James E. Tilton, Secretary, California Department of Corrections and Rehabilitation (All 
findings and recommendations.) 
James A. Yates, Warden, Pleasant Valley State Prison (All findings and 
recommendations.) 
 

SOURCES AND REFERENCES 
 
Complaints filed with the Grand Jury 
Public records and reports of the Fresno County Superior Court 
Interviews and written responses provided by the PVSP 
PVSP website 
California Penal Code 
California Code of Regulations 
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RESPONSES 
 

A. J. Clark Kelso, Federal Receiver 
R401 through R406 
Not received by publication date 

 
B. Matthew L. Cate, Secretary, Department of 

Corrections and Rehabilitation 
R401 through R406 

 
C. James A. Yates, Warden, Pleasant Valley State 

Prison 
R401 through R406 
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CITY OF KERMAN PROPERTY SALES  

 
“[C]ity officers or employees shall not be financially interested in any contract made by 
them in their official capacity, or by any body or board of which they are members . . . 
[nor] shall . . . city officers or employees be purchasers at any sale or vendors at any 
purchase made by them in their official capacity.”  Section 1090 of the Cal. Gov. Code. 
 

INTRODUCTION 
 
In response to citizen concerns that were addressed to us, the Fresno County Grand Jury 
has conducted an investigation of the procedures used by the City of Kerman to dispose 
of surplus property.  The specific focus of our investigation was on the sale of surplus 
vehicles to a city council member and to a city employee.  These transactions have raised 
questions about possible conflict of interest, “insider trading,” and violations of state law. 
 

BACKGROUND 

City of Kerman 

The City of Kerman is located at the crossroads of State Route 145 and Highway 180.  
According to its website, this once-small town has experienced “phenomenal growth” 
over the past several years, claims to be one of the fastest growing cities in West Fresno 
County, and considers itself to be “the business and commercial center for West Fresno 
County.”   

The policy-making board of the city is the Kerman City Council, which has five 
members, including the mayor.  Its policies are administered by the City Manager, who is 
appointed by the Council.  “[B]road-based input into the affairs of the City” allegedly is 
obtained from various commissions, boards, and citizen advisory committees appointed 
by the Council. 

Sale of  Surplus Vehicles 

In October of 2007, the City of Kerman, through its Department of Public Works, 
attempted to dispose of 10 surplus vehicles by way of sealed bids.  This sale had been 
authorized earlier in the year by the City Council. According to the March 21, 2007 
records, the Council declared these vehicles to be “surplus property” and directed staff 
“to establish the minimum price for each item and sell the vehicles by sealed bid to the 
highest bidder on a date previously published and noticed in a local newspaper” 
(emphasis added).  The conditions of sale were duly published twice in the local 
newspaper.   

Nine of the 10 vehicles were considered to be “scrap.”  These included two Dodge 
pickups with campers, a Ford F150 pickup, five Ford Crown Victorias, and a Ford 
Taurus.  The minimum bids established for these nine vehicles ranged from $300 to $500.  
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The tenth vehicle was another Ford Crown Victoria, but it had a higher minimum bid 
requirement of $800 because it was deemed to be in “fair” condition.   

The “Bid Submittal Sheet” noted, “The highest bid on each vehicle will be awarded.”  It 
further stated that the vehicle would be awarded to the next highest bidder if the item 
were not paid for within 10 days. 

When the bidding deadline arrived, only one bid had been received.  That was submitted 
on the operable Ford Crown Victoria by a city employee who had worked on that car.  No 
bids were received on the other nine vehicles.  This sole bidder was subsequently allowed 
to withdraw his bid on the Ford; and on November 28, 2007, that vehicle was sold to him 
for only $300 ($500 below the advertised minimum bid).  When no other offers were 
made on the remaining vehicles, all nine were sold for $845 to a member of the City 
Council who had been present at the March 21 City Council meeting and who had an 
auto sales and towing business.  This amount was based on new “minimum bids” of $75 
to $125 per vehicle. 

There is currently no evidence that the sale of these vehicles was done by way of sealed 
bids, nor has the Grand Jury been provided with any evidence that the new minimum bids 
were published as directed by the City Council.  It also appears that there is no “Policy 
Directive” in existence for the sale of surplus property. Instead, these transactions were 
based in part on memos and directives that had been issued to the city’s staff by the City 
Manager. 

INVESTIGATION 

Our investigation has not produced evidence of any intentional wrongdoing.  
Nevertheless, because of the way in which the sale of this property was conducted, 
negative perceptions have resulted.  In the Grand Jury’s view, the City of Kerman needs 
to reconsider the way in which it handles these types of transactions.   
 
First, it appears that some individuals involved in the sale of surplus property were 
unaware of the restrictions contained in section 1090 of the Government Code.  As noted 
above, it says in relevant part that “city officers or employees shall not be financially 
interested in any contract made by them in their official capacity, or by any body or board 
of which they are members.”  It also says that “city officers or employees [shall not] be 
purchasers at any sale or vendors at any purchase made by them in their official 
capacity.” Furthermore, section 87100 says, “No public official at any level of state or 
local government shall make, participate in making or in any way attempt to use his 
official position to influence a governmental decision in which he knows or has reason to 
know he has a financial interest.”  There is a need to publicize and follow both the letter 
and the spirit of these laws. All who are involved in contracts and other government 
financial transactions should be made aware of these and related conflict-of-interest code 
sections. 
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Second, the procedures used by Kerman to dispose of surplus property appear to be based 
on administrative memos and directives rather than policies formally adopted by the City 
Council.  Whenever possible, the City of Kerman should standardize and publicly adopt 
its procedures in line with controlling law. That is, it should establish formal procedures 
to govern activities such as the sale of surplus property and insure that the bidding 
process and subsequent actions are well-publicized and open to all. 
 
Third, it is not clear that disposal of these surplus vehicles followed the directives 
authorized by the Council.  Putting the vehicles up for auction, voiding the auction 
process, and then selling the vehicles to “insiders” gave the appearance of impropriety, 
even if those involved acted with the best of intentions.  When there is a delegation of 
authority, care should be taken to insure that adequate controls are established.  This 
includes proper feedback to the governing authorities. 
 
Finally, it is important that governmental operations be as transparent as circumstances 
allow.  Whenever possible, this means the public’s business should be conducted in 
public.  Some of the actions done in this case appear to have been based on informal 
attempts by some to remedy an issue without formal public scrutiny.  However well-
intended, this has resulted in perceptions of favoritism.  Such shortcuts should be avoided 
to protect the integrity of the governmental process. 
 

SUMMARY 
 
As the City of Kerman has publicly noted, it is no longer just another small town. While 
the sale of these vehicles is not a matter of great financial concern, it does raise questions 
about the way in which such sales are conducted.  In order to protect the public’s 
confidence in its governmental institutions, the City should update its procedures to 
insure Council directives are being properly followed and to emphasize that both the 
letter and the spirit of the law are being obeyed. 
 

FINDINGS 
 

F501. Some who were involved in this sale were not aware of relevant conflict-of-
interest laws. 

 
F502. The procedures used by the City staff to dispose of surplus property appear to be 

based on administrative memos and directives rather than on policies formally 
adopted by the Council. 

 
F503. A City employee was allowed to purchase one of the vehicles for less than his 

original bid when no other bids were received. 
 
F504. Nine of the vehicles were purchased by a member of the City Council that had 

authorized the sale of these vehicles. 
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F505. The vehicles were sold for less than the minimum bid requirement originally 
specified for these vehicles. 

 
RECOMMENDATIONS 

 
The 2007-2008 Grand Jury recommends: 
 
R501. All who are involved in contracts and other government financial transactions be 

made aware of existing conflict-of-interest laws. (F501) 
 
R502. Formal policies concerning the sale of surplus property be adopted by the City 

Council. (F502) 
 
R503. The Council be fully informed of the results of any Council-approved sales and 

approve any proposed modification of the authorized sale process. (F505) 
 
R504. Proper notice of sales and of any proposed revisions to a previously noticed sale 

be provided to the public to insure that all have an equal opportunity to bid on the 
property being sold. (F502, F503, F504, F505.) 

 
REQUEST FOR RESPONSES 

 
Pursuant to section 933.05 of the Penal Code, the Fresno County Grand Jury requests 
responses to each of the specific findings and recommendations.  It is required that 
responses from elected officials are due within 60 days of receipt of this report and 90 
days for others. 
 

RESPONDENTS 
 
City Council, City of Kerman (All findings and recommendations) 
Ron Manfredi, City Manager, City of Kerman (All findings and recommendations) 
Kenneth Moore, Director of Public Works, City of Kerman (All findings and 
recommendations) 
 

SOURCES AND REFERENCES 
City Staff 
Community citizens 
Public documents 
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RESPONSES 
 

A. City Council, City of Kerman 
City Council, City of Kerman (Updated Response) 

R501 through R504 
 

B. Ron Manfredi, City Manager, City of Kerman 
R501 through R504 
Included with the City Council response 
 

C. Kenneth Moore, Director of Public Works, City of 
Kerman 

R501 through R504 
   Included with the City Council response 
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FRESNO COUNTY ELECTIONS 

“Democracy is the recurrent suspicion that more than half of 
the people are right more than half the time.” E.B. White 

 

INTRODUCTION 

A number of problems in the election process have been reported in various areas of the United States. 
These have included equipment problems, lost ballots, too few polling places, inadequate 
documentation, and poorly trained workers. The Fresno County Grand Jury is aware of these problems 
and felt that it would be in the interest of the voters of Fresno County to have their election process 
studied to determine the diligence, transparency, and accountability of the system.  

BACKGROUND 

This Grand Jury study began with the November 6, 2007 election and continued through the February 5, 
2008 primary election. Many aspects of the process were observed, both in small localized elections and 
in the county-wide primary election. In addition, the Grand Jury toured election headquarters, election 
storage facilities, and the printing plant. The headquarters and storage areas are County owned, but 
printing is under contract with The Presort Center in Fresno.  

Regulation of the voting process is governed by state law and is administered by the Secretary of State. 
During the course of this study, several directives were issued by the State and implemented by the 
Election Department.  

OBSERVATIONS 

Personnel 

All elections in Fresno County are under the supervision and leadership of the Fresno County 
Clerk/Registrar of Voters. This is an elected position. The Election Department has a permanent staff 
of about 25 employees.  Approximately 1,500 individuals were recruited to assist during the February 
2008 primary election. Temporary employees and select high school students are paid to work as 
precinct workers. Many volunteers work during the election period and on election night to do clerical 
work and observe the tabulating process. County management employees work as driver teams on 
election night. County security personnel provide transportation and operational security. 

Facilities 

The Grand Jury inspected the County warehouse on Hamilton Street where all election equipment 
and records are maintained. Although other county departments use this facility, the equipment for 
the 558 election precincts is maintained and secured in a separate area. A training room used for 
precinct workers is located at this facility and is used by other county organizations when not 
needed by the Election Department. During the period of this study, an approximately 9,000 square 
foot addition was constructed especially for the storage of election equipment. The new addition 
was ready for use during the February 5th primary election.  
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Equipment 
 
Besides the standard precinct materials (tables, voting stands, etc.), Fresno County has, since 1999, 
used the ACCU-VOTES 2000 system. Voter documentation (a “paper trail”) is maintained in order to 
guarantee an open and transparent system. In addition to the actual ballot, this is done by way of a 
paper tape and memory card located in each voting machine. These totals must match with the 
number of ballots cast in that machine. If the numbers are not correct, the votes are then hand 
counted. After being verified, the tape and the matching memory card are kept in a secure location to 
assure the integrity of the vote. 
 
In every polling place, there is a special machine for handicapped voters. This machine enables those 
with visual, hearing, or other problems to cast their vote. This machine also has a paper tape and 
memory card for verification purposes.  
 
Scanning machines are used to verify the signatures on vote-by-mail ballots.  These machines are 
similar to standard fingerprint scanners in that they compare the signature on the ballot to the 
signature on the voter’s registration card. Any questionable signatures are then examined and verified 
by specially trained employees.  

The Ballot 

Each county designs its own ballot or ballots. In the primary election, eight different ballots were 
used in Fresno County.  The Republican ballot was a "closed ballot." This means that only registered 
Republicans could use that ballot. On the other hand, the Democrat Party allowed "decline to state" 
voters and the American Independent Party to use their ballot. Instructions for this use were clearly 
stated in the voter instruction brochure; but apparently these instructions were not read, were 
misunderstood, or were ignored. This caused considerable confusion at the precinct level. Some 
voters were upset with precinct workers as this matter was difficult to explain at the polling place.  

Vote-by-mail ballots are used exclusively when there are fewer than 250 registered voters in a 
precinct. In the February primary, Fresno County had 118 “vote-by-mail precincts."  

 
Tabulating the Vote 
 
After the polls close, the memory cards on the ACCU-VOTES 2000 machines are removed and 
transported to election headquarters, where they are tabulated.  The tabulation room is off limits to all 
but authorized personnel. A monitor screen and a large window are provided for observers to watch the 
activity of the workers and equipment. Periodically, totals are released to the public and the media.  
 
Besides those who vote at the polls, many vote by mail. The voter’s signature on the mailed envelope is 
compared to the original registration application.  If the signature is correct, the ballot is stripped from 
the envelope and visually inspected for any tears or imperfections that will render it unscanable. These 
ballots are then put in a press to help remove fold marks and stored away until polls are legally closed.  
It is only then that the vote-by-mail ballots are tabulated.  
 
All unused material is sealed and is required to be stored for 22 months after certification. It is then 
destroyed by shredding. 
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Cost Analysis 

While it was not within the scope of this study to determine comparative cost factors, it was 
apparent from the beginning that a savings of county tax dollars was quite possible. As a cost saving 
measure, many election officials felt that both special elections and primary elections should be 
done by mail only. This appears to be supported by the experience of the State of Oregon.  For 
example, the 2000 Oregon election was held by mail and resulted in reported cost savings of 
approximately $3,000,000.  In addition, Oregon reported a voter turnout of 80 percent of the 
registered voters.   

In Fresno County, there were 352,661 voters registered for the February 5th primary election.  Only 
176,314 votes were cast.  Of those, 95,151 were by mail-in ballots.  Yet, a total of 440 precincts 
were established to accommodate those who did not vote by mail at an estimated cost of over $500 
per precinct, not including equipment and excess printed material.  While there would be an 
increased cost in mailing ballots to all voters, such mailings are done at bulk rate and would appear 
to be far less costly than the expenditures incurred by the current process. While it is not clear that 
Oregon’s experience can be duplicated in California or would be appreciated by all voters, its 
potential efficiencies and effectiveness are worth investigating. 

Canvassing the Vote 

“Canvassing the vote” is the term used to indicate an audit of the vote, including ballots, supplies and 
equipment used in the election.  State election law calls for an audit (physical count) of one percent of 
the precincts. This was done as required by law in the elections observed by the Grand Jury. No errors or 
omissions were noted. 

CONCLUSION 

The Grand Jury’s investigation was limited in focus, but involved extensive observation of the particular 
elections involved.  We encountered none of the major problems that seem to have plagued election 
systems in other parts of the country.  To the contrary, the Fresno County Elections Department and the 
election system appear to be operated competently in a transparent manner.  

FINDINGS 

F 601.  Adequate working and storage space is available to accommodate election needs.  

F 602.  Security and responsibility were demonstrated in all phases of the system that were 
observed.  

F 603.  The Election Department, its staff, and volunteers were able to accomplish their election 
responsibilities satisfactorily within the constraints of State law. 

F 604. The voting machines, scanners, special handicapped screens, and tabulating equipment are 
approved for use in California and meet the needs of the voters of Fresno County. 

F 605. Differing instructions by the Republican and Democrat parties resulted in voter confusion at 
some polling precincts during the presidential primary.  

 

215



 

 

 

4

F 606.  Subject to the constraints of state law, expansion of the vote-by-mail ballot process may result 
in cost savings and increased voter participation.  

 

RECOMMENDATIONS 

R 601. Post special enlargements of political party voting instructions at polling sites in primary 
elections for quick reference by voters.  (F605) 

R 602. The Election Department should continue to look into ways, including proposing changes to 
state law that may increase the efficiency and effectiveness of the election process.  (F606) 

 
 

REQUEST FOR RESPONSES 

Pursuant to Penal Code section 933.05, the Grand Jury requests responses to each of the 
recommendations and findings.  Please be advised that the responses from elected officials are due 
within 60 days of the release of this report. 

RESPONDENT 

 
The Fresno County Clerk/Registrar of Voters shall respond to these recommendations and 
findings. 
 

RESOURCES 
 

1) Interviews with Election Department officials and staff.  
2) Interviews with voters.  
3) Observations:  

a) Certification of Parlier Unified School District recalls petitions.  
b) City of Selma and special district vote tabulation.  
c) Warehouse and storage facilities.  
d) Ballot printing facilities.  

4) Newspapers and other print media.  
5) State generated voter information pamphlets.  
6) Grand Jury members worked at precincts and as observers on Election Day.  
7) Internet 
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RESPONSES 
 

A. Fresno County Clerk / Registrar of Voters 
R601 through R602 
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CITY AND COUNTY AIR SUPPORT UNITS 
 

Can two live as cheaply as one? 
 

BACKGROUND 
 
The Grand Jury began this investigation after receiving testimony asserting that 
significant savings might be realized by consolidating the air support units of the Fresno 
City Police and the Fresno County Sheriff’s Departments.  In order to investigate this 
possibility, the Grand Jury interviewed law enforcement personnel from both agencies.  
On-site inspections of both facilities were conducted and documents describing the 
experience of other law enforcement agencies with air support units were examined.   
 
History   
In 1996 the City of Fresno Police Department, hereafter referred to as the City, acquired 
its first helicopter.  In 1997 the Fresno County Sheriff’s Department, hereafter referred to 
as the County, acquired its first helicopter.  The City and the County each currently 
operate with two helicopters and one fixed wing aircraft.  The City and County operate 
with little or no coordination of activities and or equipment. 
 
The City and County have had some preliminary discussions about integration, but not 
consolidation.  The Grand Jury has been told that they are discussing building a jointly 
used facility on three acres near the CHP location at Fresno Yosemite International 
Airport.  They would share the cost of acquiring the property and constructing the hanger 
and office areas.  The City proposes 9,700 square feet of hanger space plus 1,560 square 
feet of office space for their current and future needs.  The County’s requirement would 
be similar.  This integration could also include joint purchase and storage of fuel. 
 
Mission 
The missions of the two agencies, while they overlap to some extent, are significantly 
different.   
 
City 
The City air patrol lists its primary function as officer and public safety. The City pilots 
provide surveillance and patrol support.  Their average response time, when they are in 
the air in the city, is less than one minute.  When providing this support, the pilots are not 
expected to land and apprehend offenders on the ground.  In addition, the City pilots are 
not expected or trained to fly in mountainous terrain and atmospheric conditions that the 
County pilots are exposed to.  In addition to its use of helicopters for patrol support, the 
City uses its Cessna 206 for routine patrols of facilities from the Westside to the Sierra 
under a Homeland Security grant.   
 
County 
In addition to patrol support, a central purpose of the County air support is search and 
rescue.  The County provides support for lost and/or injured hunters, hikers and skiers in 
the mountainous areas of the county as well as effecting rescues from rivers, lakes and 
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streams in the area.  The County also provides assistance, through mutual aid agreements, 
to the surrounding six counties from Kern County on the south to Stanislaus County on 
the north.  In addition, the County provides search and rescue for the Lemoore Naval Air 
Station as a result of the Navy’s moving their search units out of the valley.   
 
The County pilots require extensive training in order to be able to fly at high altitudes and 
in sometimes treacherous situations.  To achieve this expertise requires a minimum of six 
months of exclusively high elevation training.  Under normal flight operation it would 
take three years for an experienced pilot to be proficient at the high elevations where the 
County provides rescue services.   
 
In addition, because of the remoteness of much of Fresno County, a helicopter pilot might 
be the first officer on the scene of an emergency.  He would be expected to land and 
secure the scene while a patrol officer was still responding.  He also could be the second 
officer on the scene when a patrol officer needs assistance. 
 
Equipment 
 
City Aircraft 
Aircraft utilized by the City consists of two American Euro Copters, model EC 120, and 
a Cessna 206 fixed wing airplane. The EC 120 seats 5 people comfortably and is air 
conditioned.  It has a maximum payload, persons and equipment, of 1598 pounds.  It can 
fly to a maximum elevation of 9,250 feet.  It can hover at a maximum elevation of 7,600 
feet.   These helicopters are suitable for the City’s patrol support function but, because of 
their relatively low operating ceiling, they are not suitable for search and rescue 
operations in the mountains of Fresno County.  
 
County Aircraft 
The County uses two McDonnell Douglas 500E helicopters.  The 500E seats 4 people 
and is not air conditioned.  The maximum payload of persons and equipment is 
approximately 1200 pounds. These planes have a maximum operating elevation of 
13,900 feet and a hovering maximum of 8,500 feet.  The County prefers the 500E 
because of its rapid response capability and because its relatively high operating ceiling is 
needed for the County’s mountain search and rescue mission.  It flies at a maximum of 
175 MPH and cruises at 155 MPH.  The County also has a 2003 Cessna 206 that is used 
for surveillance and other law enforcement functions.   
 
City Hanger Facilities 
The City leases a typical “T’ design hanger at Fresno Yosemite International Airport 
(FYI) which has 7084 square feet plus office space.  This space is divided into four 
separate areas which were not originally designed for easy access between rooms.  In 
order to access these areas, it was necessary to cut holes in the interior walls that are not 
of normal doorway configuration.  This makes it difficult to use the space efficiently.  An 
additional defect of this hanger is that it has no restroom.  Officers must use facilities that 
are approximately 150 feet away accessed through a locked gate.   
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County Hanger Facilities  
The County leases a hanger at FYI with an open design of 7285 square feet plus office 
and restroom space.  This design is more efficient than the City’s and allows all aircraft 
to be easily moved in and out of the hanger.   
 

COSTS 
 
The air support operations of the City and County are inherently very expensive.  Even 
under the best of circumstances this equipment costs a great deal of money. 
 
Equipment costs 
 
City 
The current replacement cost for each of the helicopters used by the City is $1.2 - $1.7 
million, depending on the additional equipment ordered.  One of the City’s helicopters 
now has approximately 3,300 hours of flight time, while the other helicopter has 
approximately 1,600 hours.  The City’s Cessna 206, a 1968 model, was purchased used in 
July, 2006, at a cost of $169,000.  It currently has 4,695 hours of flight time; 300 hours 
have been accumulated since it was purchased.  
    
County 
The current replacement cost for each of the County’s McDonnell Douglas helicopters is 
$1.2 to $1.3 million. The maximum flight time allowed on a helicopter’s airframe before 
it has to be retired is 16,000 hours.  One of the county helicopters has 11,600+ hours of 
flight.  The other has 7,500 flight hours.  The County’s Cessna has approximately 695 
flight hours. 
 
Fuel Storage and Delivery Costs 
 
Neither the City nor the County owns its own fuel storage facility.  In different ways, this 
appears to result in costly inefficiencies. 
 
City 
The City owns a 1,000 gallon fuel trailer that is topped off twice per weekday by Scott 
Aviation at a cost just over $6.00 a gallon as of mid May 2008.  It appears that, because 
the City does not purchase fuel in bulk, the City is paying a premium cost for fuel. 
 
County 
The Grand Jury has been told that the County has purchased 60,000 gallons of fuel and 
had it placed in storage with Atlantic Aviation.  They were also negotiating to purchase 
an additional 16,000 gallons of fuel at $4.15 per gallon as of mid May 2008.  Testimony 
to the Grand Jury indicated that, although the County has realized a savings by 
purchasing its fuel in bulk, it is paying fuel premiums due to the facts that it does not own 
its own storage facility or fuel trailer.  The County is required to pay a premium of $.20 
per gallon to Atlantic to store their fuel.  Because they do not have their own fuel trailer, 
they must have their fuel delivered by Atlantic Aviation.  As a result, the County pays an 

225



 4

additional premium of $1.05 per gallon to have their aircraft fueled.  This delivery cost 
was reported to the Grand Jury to be $2,900 in an average month.  The Grand Jury has 
been told that the County requested to purchase a fuel trailer at a cost of $18,000- 
$20,000 at least two years ago.  At the time of this investigation, the contract to purchase 
a trailer had not been approved.  It is clear that the County would realize a significant 
savings over time if it owned a fuel trailer. 
 

ASSESSING CONSOLIDATION   
 
The Grand Jury has found that the missions, the pilot training associated with those 
missions and the equipment of the City and County are significantly different.  The 
County states that one of its missions for these aircraft is search and rescue while the 
City’s stated mission is officer support.  The County pilots could easily perform the 
patrol support function which is the principal activity of the City pilots, but the City pilots 
would require substantial additional training in order to perform the high-altitude search 
and rescue function performed by the County.   
 
Also, with regard to equipment, the Grand Jury has been told that neither agency’s 
helicopters are well suited to perform the mission of the other agency.  The City’s 
helicopters cannot operate safely at the high altitudes required to perform the mountain 
search and rescue function performed by the County and the County’s helicopters are 
reported to be unacceptably noisy for frequent urban patrol support.   
 
While new helicopters that could perform both the patrol support and mountain search 
and rescue functions of the two services could be purchased and pilots could be retrained, 
the short-run costs would be large and would outweigh any immediate benefits. 
 
Both the City and County own Cessna 206 fixed-wing airplanes.  These two planes have 
identical capabilities and the pilot training for flying these planes for the City and County 
is not different.  At the current time, neither of these planes is fully used. For example, it 
appears that each of these planes is flown an average of less than fifteen hours per month.   
This offers the opportunity for cost savings for both the City and the County if they could 
share the use of one fixed-wing plane.  By cutting the capital cost in half (by owning one 
plane instead of two) and by sharing the maintenance costs, genuine cost savings could 
be realized in the long run. 
 
While the full consolidation of the two services does not appear to be feasible, at least in 
the short run, there are significant efficiencies as well as meaningful economies that 
could be realized if the City and County air support units would construct combined 
hanger facilities, purchase a bulk fuel storage tank which they could share, and if the 
County could purchase a fuel trailer, so that they could fuel their own aircraft.  A jointly 
owned fuel storage tank would enable both the City and the County to realize the 
economy of purchasing fuel in bulk.  This should save money for the City.  The County 
currently purchases its fuel in bulk but, because it does not have its own storage facility, 
it must pay a premium for fuel storage.  This would be saved by a joint City/County 
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storage facility.  In addition, the County pays a substantial premium for fuel delivery 
which would be saved if it owned its own fuel trailer.   
 
Clearly, the shared hanger would provide increased convenience and efficiency, 
especially to the City, whose current hanger arrangements are quite inadequate.  In 
addition, the changes in fuel storage and delivery which this report proposes offer the 
possibility of significant economies that would begin immediately. 
 

NEW OPPORTUNITIES 
 
 The isolation of some county communities presents situations where the County could be 
of great public service to those residents.  Witnesses told the Grand Jury that the County 
could provide assistance with small grass or structure fires if the helicopters were 
equipped with a “Bambi Bucket.”  This is a canvas bucket that would allow the pilots to 
pick up 108 gallons of water and disperse it to contain or extinguish small fires in remote 
areas.   
 
Also, the County has looked at purchasing a Super Huey helicopter as a platform for 
decreasing costs for search and rescue.  The Grand Jury has been told that a typical 
rescue costs $1,000-$1,500 an hour with 20 people and that it takes 4-5 hours to assemble 
the necessary people and equipment.  With the larger helicopter, 10-12 people could be 
on site within 30 to 45 minutes.  This could be the difference between life and death as 
well as a significant savings to the county.  The service to the public cannot be measured. 
 

CONCLUSION 
 
The Grand Jury began this investigation to examine the possibility that significant 
savings might be realized by consolidating the air support units of the Fresno City Police 
and the Fresno County Sheriff’s Departments.  The Grand Jury has concluded that the 
missions, pilot training, and helicopters of the two agencies are so different that 
consolidation is impractical in the immediate future.   
 
On the other hand, there appear to be significant savings and other benefits to be achieved 
by purchasing a single hanger facility with a bulk fuel storage tank which could be shared 
by both agencies.  In addition, the County could realize meaningful savings by 
purchasing a fuel trailer.  This would allow savings that would begin immediately. 
 
An additional area of possible cost savings lies in the more efficient use of fixed-wing 
airplanes.  Both the City and the County have Cessna 206 aircraft that are being under-
utilized.  One fixed-wing aircraft could be used for both agencies.  
 

FINDINGS 
 
F701   The City helicopter cannot provide necessary coverage for the County. 
          
F702    The City is paying too much for fuel because they have not purchased in bulk. 
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F703    The County purchases fuel in bulk but is paying too much to have their fuel     
             delivered because they do not have a fuel trailer. 
 
F704    The County can be a good public servant by equipping its helicopters to assist in 

fighting small fires. 
 
F705 Fixed-wing aircraft of both agencies are under utilized. 
 
F706 The City and County currently lease separate hanger facilities.  The City hanger is  
  inadequate because its design is inefficient and lacks restroom facilities 
 
 

RECOMMENDATIONS 
 
R701   The City and County purchase joint hanger, fuel storage, and maintenance 

facilities.     (F706) 
 
R702    The City and County consolidate bulk fuel purchases, storage and  
  handling.     (F702, F703) 
 
R703    The City and County share one fixed-wing aircraft for their duties.  (F705) 
 
R704    The County equip its helicopters with fire fighting capabilities.   (F704) 
 
R705   The County purchase a fuel trailer.   (F703) 
 

REQUEST FOR RESPONSES 
 

Pursuant to Penal Code & 933.05, the Grand Jury requests that you respond to each 
specific recommendation as outlined in the attached letter of instruction. 
 
Respondents 
 
Fresno City Council   (R701, R702, R703, F702, F705, F706) 
City of Fresno Police Chief   (R701, R702, R703, F701, F702, F705, F706) 
Fresno County Sheriff    (R701, R702, R703, R704, R705, F703, F704, F705, F706) 
Fresno County Board of Supervisors (R701, R702, R703, R704, R705, F703, F704, 
F705, F706) 
 

SOURCES 
 
City of Fresno Police Department Staff Interviews 
Fresno County Sheriff’s Department Staff Interviews 
Internet sources relating to law enforcement use of air supports 
Inspection of Hanger Facilities 
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RESPONSES 
 

A. Fresno City Council 
R701 through R703 

 
B. City of Fresno Police Chief 

R701 through R703 
   Included with the City Council response 
 

C. Fresno County Sheriff 
R701 through R705 

 
D. Fresno County Board of Supervisors 

R701 through R705 
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CONTRACT PROCESS AND OVERSIGHT 
  WITHIN THE COUNTY OF FRESNO 

 
INTRODUCTION 

 
Fresno County faces a severe budget shortfall for 2008-2009. Given the economic climate, the 
2007-2008 Grand Jury believed it would be advisable to look into the general efficiencies in 
county government.  Additionally, previous investigations of other entities indicated potential 
problems in the process of awarding contracts and in the oversight of these contracts.  The Grand 
Jury thus pursued a general investigation into the County of Fresno process of awarding 
contracts for goods and services and the oversight of the millions of dollars spent annually on 
contracts. 
   

BACKGROUND 
 

The Grand Jury began its investigation by examining how contracts were awarded through the 
Fresno County Purchasing Department.  To investigate the oversight of contract monies, the 
Grand Jury examined the operations of the County Auditor-Controller/Treasurer-Tax Collector 
(hereafter referred to as the Auditor).  Personnel from the County Administrative Office were 
also interviewed because they have both purchasing and regulatory authority. Finally, the Grand 
Jury selected two county departments (Sheriff and Elections) as a sample to examine the contract 
process and oversight at the departmental level. It is to be understood that the departments 
selected were not intended to be representative but were selected for convenience due to Grand 
Jury time constraints. 

 
 
The Purchasing Process within the County of Fresno 
 
The Board of Supervisors is the vested contracting agent for the County of Fresno.  It delegates 
most of its day-to-day authority to the County Administrative Officer (referred to hereafter as the 
CAO), who in turn delegates most of his authority to the Director of General Services, who 
employs purchasing agents.  The County of Fresno has an extensive set of written guidelines and 
procedures contained in the Fresno County Purchasing and Procedures Manual (hereafter 
referred to as the Purchasing Manual). It is maintained and updated as needed by the CAO. The 
manual provides guidelines to assure those seeking County contracts a fair, competitive and 
professionally handled process free of politics. In addition, these procedures assure receiving the 
best price, goods, and services for the public’s money.  
 
Most contracts are awarded through a Request for Quotations (RFQ) for purchases of a specific 
identifiable product or service, such as a desk or paper. RFQs are awarded solely on price. 
Requests for Proposals (RFP) are for a specific need such as jail meals that have requirements 
that can be satisfied in more than one manner. RFPs are awarded based on price, service and 
judgment as to whether the company can perform. If all bids are essentially equal, preference is 
given to local vendors. 
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Departments initiate the contract process by providing the Purchasing Department within 
General Services (hereafter referred to as Purchasing) with specifications for their contract 
needs.  Purchasing combines specific departmental specifications with their standard legal 
contract terms and then issues the RFP/RFQ to businesses or individual service providers.  After 
the bids are received, an evaluation committee is convened. The committee includes stakeholder 
departments and mandated members (County Counsel, the Auditor-Controller, and Purchasing 
who is a nonvoting member).  
 
Purchasing can sign contracts below $100,000. Contracts for larger amounts need Board of 
Supervisor approval.  
 
The County of Fresno is in the process of limiting sole source agreements (agreements with a 
single vendor without a competitive bid process) and Evergreen Contracts (contracts with 
unspecified or unending renewals). Sole source agreements are appropriate if there is no other 
vendor who can supply a certain product or service. Testimony indicated that sole source and 
Evergreen Contracts, when not absolutely necessary, cost the citizens more money and/or reduce 
revenues to the County. In addition, sole source agreements may be more susceptible to conflict 
of interest problems.  
 
The CAO and General Services, with input from the departments, are continually revising and 
updating the Purchasing Manual.  A large-scale revision was completed in March 2006 after a 
consultant’s report in September 2005 uncovered purchasing and oversight problems within the 
Sheriff’s Department. The CAO has the responsibility of promoting best practice and 
stewardship of the public’s money. 
 
The CAO handles any serious contract problems directly. The CAO is also the regulatory agent 
if a department tries to circumvent the open and public purchasing process or the process of 
evaluating sealed bids.  
 
Grand Jury Concerns Regarding Purchasing 
 
Of the estimated $1.7 billion County budget, approximately $80-90 million goes through 
Purchasing. The department has 10 staff members (3 clerical and 7 buyers).  All current 
employees have been in their jobs for at least 10 years, and it is estimated that about one half will 
retire within 2-5 years. Currently, Purchasing is working with fewer staff members than a few 
years ago. According to testimony, the department is understaffed; but the length of service and 
experience of the existing personnel allows them to keep up with most of the workload. 
Nevertheless, less critical contracts are now sometimes being automatically renewed or given 
less scrutiny. Limited personnel now result in some purchasing processes taking longer. There 
have been complaints from department heads regarding this.  
 
Purchasing routinely notifies the departments when a contract is about to expire. Occasionally, 
however, departments let the time frames get too short to award a contract. Under these time 
constraints, General Services can complete the contracting process while still making it 
competitive and fair without an RFP.  It is more work for General Services, requiring emergency 
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justification and management intervention. Department Heads need to be more aware of when 
contracts are expiring so the contract process can be completed in a timely fashion. 
 
The Grand Jury sought clarification of what constitutes an emergency necessitating bypassing 
normal purchasing processes. The Purchasing Manual clearly states in several places that unless 
the emergency is reported to and ratified by either the Purchasing Manager or Board of 
Supervisors the cost will be illegal and may be the responsibility of the individual.  It also states 
“lack of planning, failure to meet administrative deadlines or other requirements NEVER 
constitutes an emergency” (Fresno County Purchasing & Contract Procedures Manual, March 
2006, Pages 4-9, 4-10). 
 
Testimony also indicated that some department heads need to be more familiar with the 
Purchasing Manual and other County policies and procedures manuals as well as their own 
department’s bargaining agreements. 
 
Some testimony reflected concern about occasional inappropriate involvement of some members 
of the Board of Supervisors in the process of bidding and awarding contracts.  When a county 
official questioned these Supervisors about their involvement, they withdrew from the process.  
The Grand Jury remains concerned about the possible future intrusion of Supervisors in the 
process of awarding contracts and monitoring the performance of contracts. 
 
Use of Purchasing by Two Departments  
 
The Purchasing Manual was revised in 2006 following an investigation into purchasing practices 
in the Sheriff’s Office.  Under a new Sheriff, the Sheriff’s Department now appears to be using 
Purchasing for contracts and appropriate disposal of surplus property.   
 
The Grand Jury reviewed the Sheriff’s contracts pertaining to the Inmate Welfare Trust Fund 
(IWF).  IWF requires two contracts, one for secure telephone services for inmates and the other 
for commissary services for inmates. The companies providing services generate revenue by 
charging inmates for telephone use or commissary items and then pay a portion of their revenue 
(per their contract) back to the Sheriff into this special trust fund. The IWF monies are to be used 
for special vocational or treatment programs, library and research books, and other goods and 
services to benefit the inmates while they are housed in the jail. Funds are also used to repair 
intentional damage and to pay IWF staff salaries. Sheriff’s personnel must justify that the 
expenditures benefit the inmates. The Sheriff’s personnel assigned to the IWF use the normal 
purchasing process when the contracts are up for renewal and have not reported any problems 
with the process.  
 
The Fresno County Registrar of Voters (hereafter referred to as Elections) does not use 
Purchasing in all cases. Under state law, the Elections Department has been granted an 
exemption from using County purchasing services. For example, Section 13001 of the California 
Elections Code states in part, “All payments shall be made in the same manner as other county or 
city expenditures are made. The elections official, in providing the materials required by this 
division, need not utilize the services of the county or city purchasing agent.”  Each individual 
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who testified about the exemption interpreted its purpose, use, and scope differently. This has 
caused friction between Purchasing and the Elections Office.   
 
Purchasing’s objection to Election’s bypass of the normal process was that sole source 
agreements were often used without documentation of need.  The Department also indicated that 
many purchases cost more than if professional buyers had negotiated them.  In one instance, 
Elections submitted a $5,000 freight charge from San Francisco that Purchasing negotiated down 
to $1,000. Purchasing believes their buyers would do a better job of maximizing the benefit from 
the public’s money. 
 
Monitoring and Oversight of County Contracts 
 
Monies spent must be accounted for to make sure they are being properly used. This is part of 
the checks and balances within the county.  In the County of Fresno, the primary level of 
monitoring and oversight is within the department using the contracted goods or services. The 
Auditor is required to provide a higher level of oversight. The highest level of oversight on 
contracts and all expenditures is the CAO on behalf of the Board of Supervisors.  Since there are 
levels of authority on purchases, there also need to be tiered levels of oversight to determine that 
monies are being used properly and effectively. 
 
Monitoring of Contracts by the Department User 
 
Each department contracting for outside goods or services is responsible for oversight. For 
example, the Sheriff’s personnel assigned to the IWF monitor the two contracts that fund it. 
Contracting firms are required to submit monthly reports of activity, and contract activities are 
monitored by various reports and by investigating complaints about the services.  Testimony 
indicated that this level of monitoring was usually adequate to insure vendor compliance.  
Testimony further indicated that there were procedures to end contracts with non-compliant 
vendors. 
 
However, there is no practical way for Sheriff’s personnel to monitor whether the information 
given by the firms and contained in the reports is accurate.  Another higher level of monitoring is 
needed, which is supposed to be the Auditor.  In the case of the IWF, audits are mandated; and in 
fact, there is an IWF audit committee consisting of the Auditor, County Counsel, General 
Services, and two members of the Board of Supervisors. In this case there is additional oversight. 
Nevertheless, the Grand Jury remains concerned about periodic external auditing of County 
contract expenditures from the Auditor and CAO. There do not appear to be adequate resources 
for auditing in other cases.  
   
The Auditing of Contracts 
 
The Auditor is the elected official responsible for County collection and disbursement of 
revenues, general accounting and financial services (including investing a $2.6 billion portfolio), 
and oversight of County spending through the auditing function.  As of March 2008, the entire 
office had a total of 121 positions with 15 positions vacant and not scheduled to be filled.   
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The auditing function is a very small part of the overall office. There are only eight positions to 
conduct audits, but there are two vacancies and no schedule to fill the positions.  The six auditors 
can only complete an estimated 18 audits per year. There are some mandated audits that must be 
completed. For example, special funds used in child abduction cases are mandated to be audited. 
There are many unfunded mandates, which the County still has to audit. Therefore, much of the 
six auditors’ time is mandated. 
 
The Auditor’s Office should have a schedule of contracts, departments and other entities to be 
audited annually. With so few auditors, the time between audits has gotten longer. Testimony 
indicated best practice requires department audits to be done on a regular basis with each 
department audited every three years.  However, the last department audited was Public Works, 
which was completed three years ago. The Auditor stated that audits of contract providers could 
no longer be done because of staff shortages. In addition, practically speaking, audits are now 
performed only on a risk assessment basis, that is, from complaints, length of time since last 
audit, the presence of other audits, findings from previous audits, and problems that could 
increase the risk of lawsuits. 
 
The CAO’s Office 
 
The CAO also has responsibility for another level of oversight within the County.  This office is 
responsible for assuring the Board of Supervisors that information contained in budget items is 
correct, including contracts. 
 
In the past, the CAO also has provided oversight through operational audits.  An operational 
audit provides information about an individual department’s organization or structure, salaries, 
chain of command, mission and priorities, and staff allocations to mandated and non-mandated 
functions.  Operational audits provide information for decision making about salary levels, 
management structure, and where cuts can be made without harming a department’s fundamental 
mission.  Testimony indicated that present staffing levels in the CAO’s Office are too low to 
perform operational audits.   
 

CONCLUSION 
 

The County of Fresno Purchasing Manual provides a procedure for awarding contracts through a 
consistent, fair, and competitive process.  County departments in charge of the process appear to 
be conscientious in the discharge of their duties although they are limited by staff shortages.  
 
In the case of the Registrar of Voters, the election code provides exemptions from the County’s 
competitive bid process for some purchases, which creates tension between Elections and 
Purchasing. It also appears to sometimes result in unnecessary costs to the County. 
 
Critical procurement and oversight departments have had unfilled vacancies during the County’s 
recent years of budget problems.  This has resulted in the CAO’s Office, the Auditor’s Office, 
and Purchasing being understaffed to the point of not being able to adequately fulfill their vital 
roles.  These three departments serve the entire County of Fresno. Increasing the staff in the 
CAO’s Office as well as in the Auditor’s Office and in Purchasing  may result in overall cost 
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savings, better services to the public, increased efficiencies, better decision making on budget 
issues, and more transparent operations in the County of Fresno. The ability to monitor all 
County expenditures is critical to maximizing the use of public monies.  Testimony to the Grand 
Jury clearly indicated that these administrative departments understood that with current 
budgetary constraints the County is unable to provide additional staff. 
 
However, the Grand Jury believes that long-term County budget problems could increase 
without properly funding those departments crucial to the proper expenditure and oversight of 
monies. The County of Fresno currently allocates approximately 80% or more of its 
discretionary fund to safety departments -- District Attorney, Public Defender, Sheriff, and 
Probation. The Grand Jury believes proper funding levels to the CAO’s Office, the Auditor and 
Purchasing would provide more and better public service delivery, including better use of monies 
for safety departments. 
 

FINDINGS 
 

F801 The Fresno County Board of Supervisors has not been filling crucial positions within the 
Purchasing Department that are needed to insure fair competitive bid process.  

 
F802 The Fresno County Board of Supervisors has not been filling crucial positions within the 

Auditor’s Office that are needed to insure proper collection and expenditure of public 
money and provide necessary insight. 

 
F803 The Auditor is unable to use the best practice of conducting departmental financial audits 

every three years. 
 
F804 Contract and provider audits cannot be done regularly. 
 
F805 Approximately one-half of the current Purchasing staff will be retiring within the next 

three years leaving an experience and knowledge gap. 
 
 F806 Some department heads are complaining about the length of time it takes to procure 

goods and services through Purchasing. 
 
F807 The Fresno County Purchasing Manual contains procedures to insure fair, cost effective 

contracting. 
 
F808 Some department heads and staff are not well versed on all County policy and procedures 

including the Fresno County Purchasing and Procedures Manual. 
 
F809 Departments provide primary oversight of their contracts. 
 
F810 The California Election Code allows the Election Department to bypass some County 

purchasing procedures. 
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F811 Ambiguity in the California Election Code causes friction between Purchasing and 
Elections. 

 
F812 In a few instances, a Fresno County Supervisor and/or staff member has been involved in 

evaluating bids or in other ways inserting themselves into the purchasing process. 
 
F813 The Fresno County Board of Supervisors has not been filling positions within the CAO’s 

Office that are needed to provide oversight. 
 
F814 Operational audits enable the CAO to make recommendations for best practice and 

efficiencies.  
 

RECOMMENDATIONS 
 

R801 The Fresno County Board of Supervisors adequately staff the Purchasing Department to 
insure a fair, competitive contracting process. (F801) 

 
R802 The Fresno County Board of Supervisors adequately staff the Auditor-

Controller/Treasurer-Tax Collector’s Office to insure adequate oversight.  (F802) 
 
R803 Audits occur on a consistent periodic basis.  (F803, F804) 
 
R804 General Services provide training in its policies and procedures to new department heads 

and departmental staff involved in purchasing. (F808) 
 
R805 The Registrar of Voters fully utilize the existing County resources to ensure that 

purchases are made as economically as possible. (F810, F811) 
 
R806 The Board of Supervisors adequately staff the CAO’s office to insure oversight of 

expenditures of public monies. (F813) 
 
R807 The CAO resume operational audits of departments on a regular basis. (F814) 
 

REQUEST FOR RESPONSES 
 
Pursuant to Penal Code § 933.05, the Fresno County Grand Jury requests responses to the 
specified recommendations and findings.  It is required that responses from elected officials are 
due within 60 days of the receipt of this report and 90 days for others. 
 

RESPONDENTS 
 

Fresno County Board of Supervisors, R801, R802, R806, F801, F802, F813 
County Administrative Officer, R806, R807, F813, F814 
Director of General Services, R804, F808 
Fresno County Clerk/Registrar of Voters, R805, F810, F811 
Auditor-Controller/Treasurer-Tax Collector R802, R803, F802, F803, F804 
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SOURCES AND REFERENCES 

 
Interviews: 
 County Administrative Officer personnel 
 Auditor-Controller/Treasurer-Tax Collector’s Office personnel 
 Purchasing Department personnel 
 General Services Department personnel 
 Sheriff’s Department personnel 
 Fresno County Clerk/Registrar of Voters personnel 
 
The Fresno Bee 
 
Fresno County Purchasing & Contract Procedures Manual 

 
Report on Purchasing Operations and Procedures of the County of Fresno, California, 
International Consulting and Contracting, Donald L. Woods, J.D., C.P.M., September 20, 2005. 
 
Federal and State Elections Codes 
 
Budget documents 
 
E-mails 
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RESPONSES 
 

A. Fresno County Board of Supervisors 
R801, R802 and R806 

 
B. County Administrative Officer 

R806 through R807 
 

C. Director of General Services 
R804 

 
D. Fresno County Clerk / Registrar of Voters 

R805 
 

E. Auditor-Controller / Treasurer-Tax Collector 
R802 through R803 
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REPORT  #9 
 

DEL REY COMMUNITY 
SERVICES DISTRICT 
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                          Del Rey Community Services District 
 
 
A complaint from a citizen regarding the Del Rey Community Services District showed 
concerns with the district’s management and accounting. These complaints involved:     
(1) Challenging the inappropriate expenditure of funds received in 1995 from a 
settlement with Shell Oil Company for polluting Del Rey’s water wells; (2) Operating the 
district at a loss for a number of years; (3) Violating the law by not maintaining required 
levels of net income as required by Sewer Bond Covenants; and (4) Failure to produce an 
operating budget for a number of recent years. The Grand Jury agrees that there are 
governance problems to be addressed. The Del Rey Community Services District’s 
auditor has repeatedly referred to these failures. The Board has taken little action to 
correct them.  
 
Recently, the Grand Jury published reports on the Malaga County Water District and the 
Lanare Community Service District showing common problems.  In the public interest, it 
is our intent in this report to deal with the Del Rey Community Service District (Del Rey) 
and encourage improvements to the oversight of all of Fresno County’s special service 
districts.  
   

BACKGROUND 
 

Special Districts 
 
Special districts are set up in accordance with community service district law (Ca Gov 
Code § 61000 et seq.) to deliver public services particularly in water, sewage collection 
and treatment, street lighting, hospitals, and public parks and recreation. Territorial 
boundaries are set by the county Local Area Formation Commission (LAFCO); and, after 
they are formed, all special districts are under the direction of their own locally elected 
boards of directors who are responsible to their local electorates. 
  
All special districts are required to hire a public accountant to prepare an annual audit 
which must be submitted to the County Auditor together with a self evaluation by 
management called a Management Discussion and Analysis (MDA). The accountant also 
presents the audit to the Board of Directors together with his “Board Letter” analyzing 
the financial and management status of the district and offering possible corrective 
action. 
 
Del Rey 
 
The Del Rey Community Services District was established in 1963. The District was 
formed to provide water, sewer, solid waste, street lighting, storm drainage, and 
recreation services to residents of the district.  These services are provided on a 
continuing basis to an area containing about 1,200 residents located south of Sanger.  The 
District employs two full-time employees -- a plant manager and a general manager. 
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DISCUSSION 
 

In order to evaluate the complaint made about Del Rey, the Grand Jury interviewed the 
complainant, the General Manager of the District, members of the Board of Directors, the 
Director of the Fresno County Public Works Department, and the County Auditor.  The 
District Auditor’s letters to the board, LAFCO’s reports, the Shell Oil Company 
“Settlement Agreements and Release of All Claims,” and Del Rey’s audit reports were 
also obtained and reviewed. 
 
Complaints 
 
The first complaint made to the Grand Jury was that funds received in the Shell Oil 
Company settlement by Del Rey have been improperly expended.  The Grand Jury 
received copies of the 1995 settlement documents from San Francisco Superior Court 
Action No. 956170.  The main settlement, which involved Shell Oil and other chemical 
companies, stated that Del Rey was to receive $580,000.00 as compensation for “past, 
present, continuing or future presence of DBCP and/or EDB” in three of Del Rey’s 
drinking water wells.  Two smaller settlements from other defendants in this case 
awarded Del Rey $70,800.00 and $416.16 respectively.  While we have been unable to 
fully substantiate the complainant’s allegations because records needed to identify how 
the funds were spent are non-existent, audit reports indicate that these funds were 
commingled; and the District’s auditor explicitly warned Del Rey’s Directors that they 
were improperly expending restricted settlement money to cover current operating costs. 
In several Board Letters, the auditor noted a deficiency so serious that he recommended 
the Board members seek legal counsel.  
 
With regard to the second complaint, that Del Rey has operated at a loss, the Grand Jury 
found grounds to support that allegation.  The Board’s records showed that the District 
had been operated at a loss for 13 of the last 14 years. The losses have ranged from a low 
of $39,000 to a high of $391,000.  The District’s auditor reported to Del Rey an operating 
loss of $154,269 in a Board Letter dated January 31, 2008. He noted, “Losses of this 
magnitude are unsustainable.”  Recently, the Board inaugurated a three-step fee increase 
to address this problem.  
 
The third complaint is that the District has violated the law by not maintaining levels of 
net income required by the Sewer Bond Covenant.  The Grand Jury finds grounds to 
support that allegation.  Del Rey documents show, “Under the provision of 1996-1 Sewer 
Revenue Bond Ordinance, the Board of Directors agreed to set aside sewer revenue equal 
to 1.2 times the combined aggregate amount of principal and interest requirement that 
shall become due and payable within the next succeeding twelve months.”  The Board’s 
auditor has warned the Board on more than one occasion that it is in violation of the 
covenant by not maintaining their required reserves.  
 
With regard to the fourth complaint, that the District has failed to produce an operating 
budget for a number of recent years, the Grand Jury believes that this allegation is 
supported.  The Grand Jury requested these budgets from both the General Manager and 
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the Board.  They have not been provided.  Moreover, the district auditor has reported 
difficulty in preparing timely annual audits because of the lack of prompt financial 
reports. 
 
Oversight    
 
In 2001, the Legislature of California passed a law that requires LAFCO to study all 
special districts at least every five years.  The Cortese-Knox-Hertzberg Local 
Government Reorganization Act requires all county LAFCOs to conduct Municipal 
Service Reviews (MSR) prior to updating Spheres of Influence Reviews (SOI).  The 
stated purpose of the MSR is “a comprehensive assessment of the ability of government 
agencies to effectively and efficiently provide services to residences and users.”  The SOI 
update is designed to determine that present boundaries delineate an area served that is 
the most efficient to the public.  These required reviews were completed in Fresno 
County in July of 2007. Copies of the MSR and SOI were furnished to the Grand Jury by 
LAFCO. 
 
The Grand Jury obtained the MSR describing Del Rey and found that, while it meets the 
minimum requirements of the Cortese-Knox-Hertzberg Act, it was inadequate as a 
complete description of the financial condition and management of that district.  In 
preparing his report, the independent contractor hired by LAFCO interviewed only two 
people involved in the operation of the District and, perhaps as a result, the report does 
not reveal the grave problems mentioned by the District’s auditor.  The report ignores or 
briefly mentions without comment several serious concerns, such as the District 
Auditor’s warnings about the improper expenditure of restricted funds, the violation of 
the Sewer Revenue Bond Covenant requirements, and the District’s failure to produce an 
operating budget. 
 
Oversight of a problem district might also be achieved by merging with an adjoining 
district. This might also achieve economies of scale allowing the resulting larger district 
to hire more competent management and technical services.  In addition, there could be 
savings in required legal and accounting services spread over a larger income base.   
 
Training  
 
Many small Fresno County special districts such as Del Rey, Lanare, and Malaga seem to 
suffer from the common problem of lack of adequate training of Board members and 
staff.  The California Special District Association provides such training, but small 
special districts often fail to take advantage of the opportunity.  
 

FINDINGS 
 
F901 The District Auditor has repeatedly informed the Board of Directors of the Del 

Rey Community Services District of deficiencies which they have failed to 
adequately address.    
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F902 In his letter to the Board of Directors dated January 31, 2008, the District Auditor 
reported an operating loss of $154,269 noting, “Losses of this magnitude are 
unsustainable.” 

 
F903 Del Rey has operated at a loss for 13 of the past 14 years. 
 
F904 Del Rey is in serious financial trouble due to poor management by the Board of 

Directors. 
 
F905 Del Rey has failed to prepare operating budgets for recent years. 
 
F906 Del Rey has failed to maintain reserves required by the Sewer Revenue Bond 

Covenant. 
 
R907 Del Rey has failed to provide timely financial reports. 
 
F908  Del Rey has commingled funds reserved for specific purposes. 
 
F909 Members of the Board of Directors and staff of Del Rey have failed to take 

advantage of training available from the California Special District Association. 
 
F910 The LAFCO MSR pertaining to Del Rey is inadequate in that it does not show the 

real financial condition of the District when compared to the reports of the 
District’s own auditor.  

 
F911 The LAFCO SOI could evaluate evidence for the merger of special districts where 

appropriate.  
 
 F912 The Grand Jury investigation of the Del Rey Community Services District, as 

well as the Malaga County Water District and Lanare Community Service 
District, show problems with the management of special service district 
operations.  

 
RECOMMENDATIONS 

 
The citizen’s complaint letter represents the third special district complaint investigated 
during this Grand Jury’s present term (2007-2008).  The investigations of each of these 
special districts revealed serious governance deficiencies. Therefore, we make the 
following recommendations: 
 
R901 The Del Rey Community Services District stop operating at a loss.  (F901-F904) 
 
R902 The Del Rey Community Services District prepare annual budgets.  (F905) 
 
R903 The Del Rey Community Services District maintain reserves required by the 

Sewer Revenue Bond Covenant.  (F906) 
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R904 The Del Rey Community Services District submit timely budget and financial 

reports.  (F905, F907) 
 
R905 The Del Rey Community Services District stop commingling funds and properly 

segregate their funds.  (F908) 
  
R906 Del Rey Community Service District seek ongoing training available for staff and 

board members from the California Special District Association.  (F909) 
 
R907 Del Rey Community Service District develop plans and programs to resolve the 

problems outlined by its own auditor in his numerous Board Reports.   
(F901-F908) 

 
R908 LAFCO take a more aggressive stance in recommending merger of small special 

districts to achieve economies of scale.  (F911) 
 
R909 LAFCO require that all MSRs of special districts accurately reflect the financial 

status and management of the public’s funds.  (F910) 
 

REQUEST FOR RESPONSES 
 
Pursuant to Penal Code § 933.05, the Fresno County Grand Jury requests responses to the 
specified recommendations and findings.  It is required that responses from elected 
officials are due within 60 days of the receipt of this report and 90 days for others. 
 

RESPONDENTS 
 
LAFCO:  R908,  R909, F910, F911. 
Del Rey Community Service District Board of Directors:  R901-R907, F901-F909  
 
Cc:  Fresno County Auditor 

Fresno County Board of Supervisors 
 

RESOURCES 
 

1. Complaint letter 
2. Interviews with complainant, members of Del Rey Board of Directors and 

General Manager, LAFCO, Fresno County Auditor, Fresno County Director 
of Public Works. 

3. Del Rey’s auditor’s “Management Letters” to the Board from 1995 to 2008 
4. Del Rey’s statements from 1994-2007 
5. Settlement Agreement and Release dated March 14, 1995 and May 1, 1995 

representing the litigation represented as the “Shell Oil Settlement,” actually 
American Vanguard Corporation and its subsidiaries 
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6. County Auditor’s response to the Grand Jury regarding Malaga County Water 
District dated April 29, 2008. 

7. Ca Gov Codes 61000-61009, 56000, 26909-26910. 
8. 2007-2008 Grand Jury Reports: 

a. “Lanare Community Service District.” 
b. “Malaga County Water District.” 
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RESPONSES 
 

A. LAFCO 
R908 through R909 

 
B. Del Rey Community Service District Board of 

Directors 
R901 through R907 
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