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INTRODUCTION   
 
Audit Objective The Office of Audits & Advisory Services (OAAS) completed an audit of 

the County’s conflict of interest policies. The objectives of the audit were 
to assess the adequacy of existing conflict of interest policies and 
determine whether they are consistently implemented. 

 
Background  The Political Reform Act of 1974 requires every agency to adopt a 

Conflict of Interest Code. In October 2006, the Board of Supervisors 
adopted a Countywide Conflict of Interest Code (Ordinance 9803). It 
replaced each County department’s Conflict of Interest Code and is 
applicable to all County departments. The code designates positions that 
participate in making decisions which may foreseeably have a material 
effect on a financial interest. The employees who are in these designated 
positions are required to disclose their investments, business positions, 
interests in real property, and sources of income. Disclosure of their 
financial interests is accomplished by filing a Statement of Economic 
Interest (Form 700), which is intended to inform the public of the types 
of financial interests that may cause conflicts of interest. 
 
California law prevents local government officers and employees from 
using their government position for private gain, and from participating in 
outside activities that would affect the performance of their duties with 
the agency that employs them. In July 2001, pursuant to Government 
Code section 1126, the Board adopted Resolution 01-207 to set forth 
rules relating to incompatible activities for County officers and 
employees. These rules are outlined in CAO Administrative Manual 
Policy 10-03, and require each appointing authority to establish 
incompatible activity rules. In addition, each appointing authority must 
ensure that all employees complete and file an Incompatible Activities 
Form (AUD 263) in their department semi-annually and retain it for three 
years. 
 
The Office of Ethics and Compliance serves as a County resource in 
addressing ethical and compliance matters by implementing the 
County’s Code of Ethics. The Code of Ethics was created to serve as a 
guide to all County employees, and includes Standards of Conduct. The 
sixth Standard, Conflict of Interest, calls for employees to avoid 
becoming involved in activities where their judgment could be impaired 
in performing their duties for the County. 
 

Audit Scope & 
Limitations 

The scope of the audit will cover the fiscal year 2016-17 to current, and 
includes conflict of interest policies and procedures regarding 
statements of economic interest, incompatible activities, relatives 
working in the same department, nepotism, relationships with vendors, 
and specific department related conflicts. OAAS tested six departments: 
the Assessor Recorder County Clerk (ARCC), the Registrar of Voters 
(ROV), the Department of Public Works (DPW), the Department of Child 
Support Services (CSS), the Department of General Services (DGS), 
and the Department of Human Resources (DHR). 
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This audit was conducted in conformance with the International 
Standards for the Professional Practice of Internal Auditing prescribed 
by the Institute of Internal Auditors as required by California Government 
Code, Section 1236. 
 

Methodology OAAS performed the audit using the following methods: 
 

 Reviewed the County’s Administrative Manual, Code of Ethics, 
Conflict of Interest Code, Charter, and Employee Handbook. OAAS 
also reviewed pertinent sections of the California Government Code, 
and Resolutions of the Board of Supervisors.  
 

 Reviewed the Fair Political Practices Commissions’ Statement of 
Economic Interests (Form 700) filed by County employees in 
designated positions for the period of January 1, 2016 through 
December 31, 2016. 
 

 Reviewed departmental Rules for Incompatible Activities, and both 
semi-annual filings of the Incompatible Activities Form (AUD 263) for 
fiscal year 2016-2017. 

 

 Interviewed County staff regarding related employees who work in 
the same department, and reviewed departmental nepotism policies. 

 

 Interviewed members of the Job Order Contracting (JOC) Committee 
and compared vendors with staff disclosures. 
 

AUDIT RESULTS 
 
Summary Within the scope of the audit, most of the conflict of interest policies 

reviewed were adequate. However, we identified some areas for 
improvement, and opportunities to ensure that conflict of interest policies 
are consistently implemented. OAAS lists our suggestions for 
improvements in the findings and related recommendations below. 
 

Finding I:   Insufficient Controls to Monitor The Filing of Incompatible 
Activities Forms (AUD 263) 
OAAS selected a sample of 30 employees from each of the six 
departments tested to determine if they filed semi-annual AUD 263 
Forms in compliance with CAO Administrative Manual Policy 10-03. Our 
test revealed the following results: 
 

 None of the 30 employees tested in ARCC had an AUD 263 on 
file in their department for the second half of the FY 2016-17. 
 

 Of the 30 employees tested in ROV, which includes seasonal 
workers, three seasonal workers did not have an AUD 263 on file 
in their department for FY 2016-17. 
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 Of the 30 employees tested in DPW, five did not have an AUD 
263 on file in their department for the first half of the FY 2016-17. 

 

 None of the 30 employees tested in CSS had an AUD 263 on file 
in their departments for the FY 2016-17. 
 

 Of the 30 employees tested in DGS, one did not have an AUD 
263 on file in their department for the first half of the FY 2016-17. 

 
In accordance with the County Administrative Manual (Item 0010-03) 
and Board Resolution 01-207, all employees are required to complete 
and file an AUD 263 with their appointing authority. Management in the 
sampled departments did not effectively monitor whether the form was 
distributed, completed, and filed timely by all employees. As a result, 
there is no certainty that all employees’ outside activities do not conflict 
with their County duties, functions or responsibilities. 
 

Recommendation: Management from each department included in our finding should 
develop and implement a monitoring process to ensure that the AUD 263 
is distributed to all staff, completed, returned, and filed with the 
appointing authority timely. 
 

Finding II:   “Designated” Employees Did Not Always File a Statement of 
Economic Interest (Form 700) With Their Department’s Filing 
Officer 
OAAS selected a sample of 30 designated employees from each of the 
six departments tested. Our tests revealed the following results: 
 

 Of the 30 designated employees tested in DGS, three had not 
submitted a Form 700 to the department’s Filing Officer. 

 

 Of the 30 designated employees tested in DPW, five had not 
submitted a Form 700 to the department’s Filing Officer. 

 
The County Administrative Manual requires all designated employees to 
file a Form 700 by April 1st for the previous calendar year. Department 
heads must file their original form directly with the Clerk of the Board, but 
all other staff that are required to file can submit their form to their 
department’s Filing Officer. 

 
DPW did not have a log to monitor the filing of Form 700’s as required 
by the County Administrative Manual (Item 0010-02). While DGS had a 
log that was used to send out notices to employees to file the form, the 
log was not updated to reflect all of the department’s designated 
employees. As such, some employees’ forms were not filed. This could 
result in some employees not disclosing their financial interests and 
possibly making decisions that conflict with those interests. 
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Recommendation: 1. DPW management should develop, implement, and maintain a log to 
identify filers required to complete Form 700, and monitor the 
submission of completed forms. 

 
2. DGS management should periodically update the log used to notify 

designated employees to file Form 700, and ensure that the log is 
accurate prior to sending out the notifications. 
 

Finding III: Ambiguous Policies to Prevent Conflicts from Relationships With 
JOC Contractors 
The JOC program procures one-year unit price contracts pursuant to 
Contract Code 20128.5. Contracts are advertised periodically throughout 
the year to assure sufficient contract capacity for major maintenance and 
department forecasts of eligible work. Solicitations are executed through 
the Department of Purchasing and Contracting (DPC) via the formal 
bidding process, also known as a Request For Bid. The lowest bidder is 
awarded the contract by DPC for a maximum potential fixed price 
amount, and placed on the JOC contractor list. Job orders are issued 
under these contracts on an as-needed basis, as projects are funded, 
based on contract specialty/trade and current workload. Project 
Managers (PM) in the Department of General Services, the Department 
of Parks & Recreation, and the Department of Public Works, can submit 
a project request, which includes the scope of work. The JOC Committee 
is comprised of designated DGS employees who assign a contractor 
from the list to perform the work based on the specifications of the PM in 
the project request. 
 
While there are other controls built into the process of selecting JOC 
contractors, neither the JOC Committee nor the Project Managers are 
required to complete a conflict of interest form to disclose personal 
relationships with vendors. 
 
The County of San Diego Code of Ethics requires employees to disclose 
conflicts having to do with client or vendor relationships. However, the 
Code of Ethics is ambiguous as to the specific relationships it intends 
departments to identify, and does not provide a process for disclosure. 
 
Although the PMs and JOC Committee members fill-out a Form 700 and 
AUD 263, it is unclear if these disclosures satisfy the intent for vendor 
relationship disclosures as required by the County’s Code of Ethics. If 
inappropriate relationships exist and go undetected, it may create a 
conflict that compromises an employee’s objectivity or judgment when 
requesting or selecting JOC contractors. 
 

Recommendation: The Department of Human Resources and the Office of Ethics and 
Compliance should work together to  address ambiguities in the Code of 
Ethics and develop adequate guidance  for departments to use to ensure 
conflicts related to client or vendor relationships are properly identified, 
disclosed, and managed. 
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Finding IV: Ambiguous Policies to Prevent Conflicts Related to Relatives 
Working in the Same Department 
Nepotism is generally prohibited in public sector because it is antithetical 
to merit-based civil service employment. Nepotism is expressly 
prohibited in Section 915 of the County Charter, which states that no 
person related by blood or marriage to an officer or department head 
may be employed in the department of that officer or department head. 
Other potential conflicts having to do with relatives working in the same 
department must be disclosed in accordance with the County Code of 
Ethics. 
 
OAAS identified related employees who work in the same department 
and tested for compliance with the Code of Ethics. Our test revealed four 
of the six departments had employees who informally self-disclosed 
these types of relationships. Additionally, we found an instance where 
an employee had an indirect superior/subordinate relationship with a 
relative. One of the six departments had no employees who were related. 
 
The Conflict of Interest section of the Code of Ethics requires employees 
to disclose potential conflicts having to do with relatives working in the 
same department. However, the Code of Ethics is ambiguous as it does 
not define the term “relatives,” does not specify how these potential 
conflicts should be disclosed, and there is no additional guidance 
available for departments to use. 
 
Lack of adequate guidance and procedures to implement the Code of 
Ethics requirements may result in unidentified conflicts in the workplace 
and noncompliance with the Code of Ethics requirements. 
 

Recommendation: The Department of Human Resources and the Office of Ethics and 
Compliance should work together to address ambiguities in the Code of 
Ethics and develop adequate guidance for departments to ensure 
conflicts related to relatives working in the same department are properly 
identified, disclosed, and managed. 
 

Finding V: Non-Compliance with ROV Nepotism Procedure 
The ROV has developed its own nepotism procedure applicable only to 
temporary election workers. Audit work revealed that ROV did not fully 
implement its nepotism procedure. Specifically, we found that a question 
that is required by the department’s nepotism procedure was omitted 
from the employment application for temporary election workers. 
 
ROV’s nepotism procedure states, “When recruiting staff, the hiring 
supervisor shall review the applicant’s job application for response to this 
question: If you are related to, intimately involved with, or engaged in a 
significant outside business relationship with a current Registrar of 
Voters employee, please provide their name.” Additionally, the 
procedure prohibits the hiring supervisor from hiring the applicant if it 
would create a conflict. 
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The application was never revised when the nepotism procedure was 
developed. Management could potentially place an applicant in a 
position in the department that would result in a conflict without knowing. 
 

Recommendation: ROV management should take necessary action to ensure full 
implementation of its nepotism procedure. 
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