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AKT LLP Amendment No. 2 to Bid No. 8584-07-V - External Auditor for Bid to Goal and Pay for Performance 
Programs 

K l Reviewed • Initiated By Audit On 10/06/08 Item No. 5 

RECOMMENDATION TO: 

Forward the audit consultant contract with AKT to City Council with the recommendation that it be extended for 
one year. 

VOTED YEA: Faulconer, Young 

VOTED NAY: 

NOT PRESENT: Atkins 

CITY CLERK: Please reference the following reports on the City Council Docket: 

REPORT TO THE CITY COUNCIL NO. 

COUNCIL COMMITTEE CONSULTANT ANALYSIS NO. 

OTHER: 

AKT's reports from December 11, 2007 to January 22, 2008; Administrative Services Department's October 2, 
2008, memorandum; Administrative Services Department's October 6, 2008, PowerPoint 
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INDEPENDENT ACCOUNTANTS' REPORT 
ON APPLYING AGREED-UPON PROCEDURES 

Tim Bertch, Director 
MetrbpbSfeh Wastewater Department 
9192 Topaz Way 
San Diego.CA 92123 

We have performed the procedures enumerated below, which were agreed tp by the Gity of Sian 
Diego, solely to assist you with respect to tfte Wletrapolitan Wastewater Department (MWWD) Pay 
for Performance Program for fhe year ended Jane 30. 20D7. MWWD is responsible for the ' 
procedures performed oh MWWD's Pay for Performance Program. This agreed-upon: procedures 
engagement was conducted »n accordance with attestation standards established by the 

..American: Institute of Certified PL&IJG Accountanfe. The-sufficiency of these prqceclures-is solely 
the responsibility of those parties sfiecified in fhe report Consequently, we make no 
representation regarding the sufficfehcy of the prbcedures described below either Sr the purpose 
for which this report hais been requested or for any dthef purpose. 

.We performed the following procedufes: 

1. We reviewed the goals provided by MWWD and compared them, to the goals presented 
In the goal summaries at the. beginning! of the fiscal year. 

2. We judgmentally selected a sample of goals-for testing based on the results reported by 
manage ment. the Gompiexily ofthe goal^ and the results of prior year testint. 

3. We tested 2 i of the 39 goals provided to us by MWWD indicated as met or partially met. 
, and reviewed the supporting documentation t9 verify goal achievement 

4. We calculated, the percentage of goais met, per audit; and verified that they agreed with 
the percentages reported by MWWD. 

5. We recafcufated the departmental savings, 
6̂  We followed-up on prior audit recommendatidhs. 
7. We identified pfaetices and procedures to assist MWWD in improving future Pay for 

Performance Prbgram Reporting,. 

Our findings, and recommendations related to the Pay fer Performance Program for the year 
ended June 30, 2007 are induded in & separate report provided to MWWD. 

We were not engaged to, and did not conduct an audit, the objecfive of which would be the 
expression of an opinion, pn the Pay for Performance Program. Accordingly, we do not express 
such an opinion. Had we performed additJohal procedures, other matters might have come to our 
attention that would have been reported to you. 

This report is intended solely for the information and use of the City of San piego and the 
Metropolitan Wastewater Department and is not intended to: be and shouid not be used by 
anyone other than these specified parties. 

j t t r I M P 

Carisbad, Caiifomia 
December 11. 2007 
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December 1T, 2007 

Tim Bertch, Director 

Metropolitan Wastewater Departrnent 

SUBJECT: PAV FOR PERFORMANCE VERiFICATlpN. OF GOALS? 

PERIOD: FISCAL V^A,R 2007 

PURPOSE: — . :- • -._— - -

*. To ver% that adequate documentation supports reported percentages of goals 'mef or 

• . t o verify Departmental savings reported. 
• To identify practices and proeedures to assisi Metropolitan Wastewater Department in 

improving future Pay for Performance program reporting, 
PROCEEiURES: 

Compared goals reported on at tiscaf year end to goals presented th the goal summariBs at 
the beginning af the fiscal year. 
Judgmerttaify selected a sample of goals from eacb division fortestrng based on the results 
reported by management, the ODmplexity of the efqai and the results of prior year testing. 
Calculated percentages of gbals met, per audit. 
Recalculated, Departmental savings, per audit 
Reviewed prior audit: recommendations. 
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SUMMARY: 

Metropolitan Wastewater Department (MWWD) indicated 39 of the 48 goals that comprise the fiscal year 2007 
Pay for Performance Program were met or partially met We tested 21 of the-39 goals (54%) to determine if 
adequate supporting documentation exists to substantiate the status of those goals. One department-wide goal 
was tested and was weighted as five goais, as it appears in al! five divisions. Of the 21 goals we tested, we 
agree with the status reported for 17 goals as met with variances on the other four goals. Payouts should be 
based on the percentages below: 

Division 

Engineering and Program 
Management 
Environmental Monitoring 
and Technical Services 

Administrative Services 

Wastewater Treatment 

Wastewater Collection 

% Met per 
MWWD 

59.82% 

82.81% 

89.83% 

70.00% 

54.76% 

% Met per 
Audit 

63.39% 

82.81% 

82.69% 

67.87% 

55.49% 

Difference 

3.57% 

0.00% 

(7.14%) 

(2.13%) • 

0.73% 

FINDINGS AND RECOMMENDATIONS: 

Finding 1: 

Wastewater Treatment (WWT) Division's goal number four was reported as 100% met. Ths results of our review 
did not agree with the status of the goal achievement 

Goal number four states "Eight large pump stations will maintain minimum capacity during both dry and wet 
seasons." The goal further states that each month is equally weighted at one-twelfth toward goal achievement 
During our review, we identified that PS2 fell below the minimum requirement in October 2006 and ORPS1 and 
ORPS2 fell below the minimum requirement in January 2007. Therefore, two of the 12 months were not met 
which results in 83% goal achievement In addition, the calculation used to determine capacity was subject to 
interpretation. 

Recommendatio ns: 

WWT should compare the supporting documentation with the goal requirements to ensure accuracy prior to 
finalizing the results. In addition, WWT should provide an example that clearly identifies the calculation method. 

Finding 2: 

Administrative Services (Admin) Division's goal number three was reported as met The results of our review did 
not agree with the status of the goal achievement. 

Goal number three states "Prepare Revenue and Expenses Statements at the close of each accounting period 
within 10 business days of the infonnation being available 95% of the time." The supporting schedules provided 
by the goal contacts indicated that these staiements were prepared within 10 business days of month end, nol 
period end. Based on the parameters and criteria set in the goal summaries, the goal was not achieved. In 
addition, there are only 13 accounting periods, therefore, preparing the reports 95% ofthe time is not attainable. 
For example, just one statement notprepared within 10 days results in a 92% completion rate. 
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Recommendations: 

We recommend thoroughly reviewing the specifications listed in the goal summary to ensure that the criteria used 
fits the goal. For example, the goal criteria should have been "Prepare Revenue and Expenses Statements at the 
close of each accounting period within 10 business days of the information being available for 12 of the 13 
periods." In addition, the goal criteria should be clearly communicated to employees involved with performing, 
administering and reporting of goal requirements. 

Finding 3: 

Wastewater Collection (WWC) Division's goal number five was reported as partially met The results of our review 
did not agree with the status of the goal achievement 

Goal number five relates to "Construction Section Productivity.' The three-part goal further states that 
achievement will be determined by the following: 

• Complete an average of 80 sewer.main/Iatsral job activities per month or more .while achieving a 
lineal footage average of 10 lineal feet or more per activity 

• Perform work on an average of 52 manholes per month 
• CCTV an average of 10 miles of sewer main monthly 

The average CCTV footage was reported at 8.64 miles per month. According to the goal summary, this-level of 
activity, qualifies for 25% goal achievement The summary of goal results generated by MWWD indicated that this 
portion of the goal had 0% achievement In addition, related to the CCTV testwork, we selected 40 days and 
traced ttie feet inspected to Daily Activity Sheets. Of these 40 selections, two days did not agree with the Daily 
Activity Sheets with a net variance of 356 feet When projecting the enor across the entire population, the 
average miles per month decreases to 8.57. This level of activity still results in 25% of goal achievement 

Recommendations: 

We recommend thoroughly reviewing source documents and reporte generated by the employees responsible for 
the goals to ensure that the final results summary is accurately prepared. Also, supporting documentation and 
summaries should be carefully reviewed for accuracy. 

Finding 4: 

Engineering and Program Management (Engineering) Division's goal number three was reported as partially met 
with 50% achievement The results of our review did not agree with the status of tlie goal achievement 

Goal number three states "Achieve defined project milestones." The goal further states that 28 milestones were 
to be met for the following achievement 

• 100% met = 100% credit 
• 90 - 99% met = 75% credit 
• 80 - 89% met = 50% credit 
• <80% = 0% credit 

Engineering reported that 25 of the 28 milestones were met Our testing indicated that all selections had 
adequate supporting documentation and one milestone had been granted administrative relief.' The percentage 
met should be calcajlated based on 25 milestones met out of 27 resulting in 92.6% achievement. Therefore, 75% 
achievement of goal number three was reached. 

Recommendations: 

All relevant information, including administrative relief, should be considered when calculating results and goal 
achievement 
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Finding 5: 

Environmental Monitoring and Technical Sarvices (EMTS) Division's goal number eight was reported as partialiy 
met with 75% achievement. Although we agree with the status of the goal achievement, our procedures identified 
errors in the calculation and several areas for improvement. 

Goal number eight states "Complete all Perfonnance Testing Studies with Acceptable Results.' The goal further 
states that to obtain 100% achievement, all Division laboratories should obtain provider reported results within 
certified provider's standards ("acceptable" or "Check for Error") on 100% of determinations reported on 
perfonnance testing studies during FY 2007.. The goal summary did not specify how to calculate the percentage 
met The calculation could be done by an overall percentage, percentage by laboratory, percentage by study 
number, etc. Also, the goal summary did not specify if the results should be rounded to the nearest whole 
percentage. If the 99.7% of certified provider standards met could be rounded, the division would have completed 
the goal with 100% achievement 

Recommendations: 

Clearly define ail goal specifications and provide examples of how to perform calculations to avoid reporting 
uncertainties. 

Finding 6: 

WWT Division's goal number seven was reported as partially met with 67% achievement Although we agree with 
the status of the goal achievement, our procedures identified an area for improvement 

The Goals state "Global Positioning System / Automated Vehicle Locator (GPS/AVL) Implementation." The three-
part goa.1 further states that "sl! first, second, and uiird-tevei supervisors, who have fleets equipped with GPS/AVL 
units, will be trained in the VTRAC system by June 30, 2Q07 and a list of such supervisors will be compiled no 
later than September 1, 2006." A revised list of supervisors was provided that was dated October 1, 2006. one 
month after the due date. The goaf contacts indicated that the original fist was completed within the goal 
specifications, bul no documentation could be produced that indicated the list was created by September 1. 2006. 

Recommendations: 

Ensure that all reported results can be folly substantiated with supporting documentation that includes dates and 
signatures ofthe responsible parties. 

Finding 7: 

MWWD reported excess budgetary savings of $544,220. The errors were primarily related to encumbrances 
released subsequent to year end and calculation mistakes. 

Division 
Engineering and Program 
Management 
Environmental Monitoring 
and Technical Services 
Information and 
Organizational Support . 

Services and Contracts 
Operations and 
Maintenance 

Wastewater Collection 

Totals 

Savings per 
MWWD 

$34,110 

$2,858,774 

$3,364,592 

$6,433,630 

$6,277,920 

$8,048,741 

$27,017,767 

Savings per 
Audit 

$24,254 

$2,810,158 

$3,364,592 

$6,173,352 

$6,272,141 

$7,829,050 

$26,473,547 

Over Claimed 
Savings 

($9,856) 

($48,616) 

$0 

($260,278) 

($5,779) 

($219,691) 

($544,220) 
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MWWD reported actual savings of $27,017,767. Per our review of MWWD's reports and calculations, we 
determined the savings to be $26,473,547. The adjustments reduced budget savings by $544,220 and were 
the result of several errors. MWWD reduced current year totai costs ..with encumbrances that were recorded in 
previous and future years. These encumbrances were not reflected in the current year total costs, therefore, 
they should not have been used to reduce the total costs in the calculation. Aiso, we identified errors where 
MWWD reduced current year total costs with encumbrances that were released prior to year end. These 
encumbrances were already removed from the cunent year total costs, therefore, they should not have been 
used to reduce the total exists in the calculation. 

Due to the level of savings in each division, payouts were not impacted by toe differences. 

Recommendations: 

We recommend that all adjustments to either the budget or actual costs reported in the budgetary savings 
calculation be carefully reviewed. This includes.a more detailed review of encumbrances released to 
specificaiiy identify purchase orders that do not meet the criteria to be included in the savings calculation. 

OTHER RECOMMENDATIONS 

Recommendation 1: 

Goals that have time periods for achievement should be specific. Avoid using the term "within." We recommend 
using 'greater than" or "less than.' We also recommend being very consistent with the usage of days versus 

^hours. In addition, we also recommend providing an example of what is considered met 

Recommendation 2: 

Some of the goals tested were very difficult to audit Goals should be established that can be easily 
substantiated. Intemal controls need to be in place to mitigate the possibility of any false or tempered 
information and goals should be set where entire populations are easily determined and tested. Goals should 
be clearly defined to avoid vagueness that is left up to interpretation. 

Recommendation 3: 

Some of the goals tested were impacted by reductions in the number of employees that supported the goals. 
Administrative reliefs were not used in all instances where changes in circumstances greatly impacted the 
chance of achieving the goals. We recommend that whenever there are significant organizational changes, it 
should be considered whether all goals are still obtainable to help keep goals challenging yet achievable. 

Recommendation 4: 

We noted some instances where substantial savings were caused by circumstances that resulted in decreases 
to expected expenditures. More specifically, three accounts from different divisions accounted for approximately 
$18,100,000 in savings. We recommend adjusting the budgetary savings calculation to account for large 
budgeted projects or costs that did not occur. 

This report is intended solely for the information and use of the City of San Diego and Metropolitan Wastewater 
Department and is not intended to be and should not be used by anyone other than these specified parties. 

AKT LLP 
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INDEPENDENT ACCOUNTANTS' REPORT v 
ON APPLYING AGREED-UPON PROCEDURES 

Jim Fisher, Deputy Director 
Water Operations Division 
2797 Caminito Chollas 
San Diego, CA 92105 

We have performed the procedures enumerated below, which were agreed to by the City of San 
Diego, solely to assist you with respect to the Water Operations Division (Division) Pay-for-
Performance program for the year ended June 30. 2007. The Division is responsible for the 
procedures performed on the Division's Pay-for-Perform a nee program. This agreed-upon 
procedures engagement was conducted in accordance with attestation standards established by 
the American Institute of Certified Public Accountants, The sufficiency of these procedures is 
solely the responsibility of those parties specified in the report. Consequently, we make no 
representation regarding the sufficiency of the procedures described below either for the purpose 
for which ihis report has been requested or for any other purpose. 

We performed the following procedures: 

1. We reviewed the goals provided by the Division and compared them to. the goafs 
presented in the goal summaries at the beginning of the fiscal year. 

2. We judgmentally selected a sample of goals for testing based on the results reported by 
management, the complexity of the goal, and the results of prior year testing. 

3. We tested 18 of the 29 goals reported as met or partially met by the Division, and 
reviewed the supporting documentation to verify goal achievement. 

4. We calculated the percentage of goals met. per audit, and verified that they agreed with 
the percentages reported by the Division. 

5. We identified practices and procedures to assist the Division in improving future Pay for 
Performance Program Reporting. 

Our findings and recommendations related to the Pay-for-Performance program for the year 
ended June 30, 2007 are included in a separate report provided to the Division. 

We were not engaged to, and did not conduct an audit, the objective of which would be the 
expression of an opinion, on the Pay-for-Performance program. Accordingly, we do nol express 
such an opinion. Had we performed additional'procedures, other matters might have oome to our 
attention that would have been reported to you. 

This report is intended solely for the information and use of the City of San Diego and Water 
Operations Division and is nof intended to be and should not be used by anyone other than these 
specified parties. 

Carlsbad, California 
December 27, 2007 
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December 27. 2007 

Jim Fisher, Deputy Director 
Water Department Operations Division 
2797 Caminito Cholias 
San Diego, CA 92105 

SUBJECT: PAY FOR PERFORMANCE VERIFICATION OF GOALS 

PERIOD: FISCAL YEAR 2007 

To verify adequate documentation supports reported percentages of goals "met" or "partially-
met." 
To identify practices and procedures to assist Water Department Operations Division in 
improving future Pay for Performance program reporting. 

PROCEDURES: 

Compared goals reported on at fiscal year end to goals presented in the goal summaries at the 
beginning of the fiscal year. 
Judgmentally selected a sample of goals from each functional area for testing based on the 
results reported by management, the complexity of the goal, and the results of prior year 
testing. 
Caiculated percentages of goals met, per audit. 
Reviewed prior audit recommendations. 



SUMMARY: 

Water Department Operations Division (Water Ops) indicated 29 of.the 29 goals that comprise the fiscal 
year 2007 Pay for Performance Program were met or partially met. We tested 18 of the 29 goals (62%) 
to determine if adequate supporting documentation exists to substantiate the status of those goafs. Of 
the 18 goals we tested, we agree with the status reported for 17 goafs as met, with a variance on the 
other goal. Payouts should be based on the percentages below; 

Functional Area 

Administration Support 

Construction 

Production Engineering 

Facility Information Management Section 

Systems Operations / Facility Maintenance 

Systems Operations / Optimization 

Reservoirs and Recreation 

Safety 

Environmental Management 

Water Laboratory / Treatment Plants 

% Met per 
Water Ops 

91.67% 

100.00% 

100.00% 

83.33% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

100,00% 

% Met per 
Audit 

91.67% 

100.00% 

100.00% 

66.67% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% , 

100.00% 

Difference 

0.00% 

0.00% 

0.00% 

(16.66)% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

FINDINGS AND RECOMMENDATIONS: 

Finding 1; . 

Facility Information Management Section's (FIMS) goal number three was reported as met. The results 
of our review did not.agree with the status of the goal achievement. 

Goal number three states "Enter all work orders within one day." The goal further specifies to enter 90% 
of all work-orders into SWIM within one working day following the date stamped on the work order. The_ 
goal also states that data entry for all work orders stamped before 1:00 PM needs to be compieted oh 
the same day for the work order to count towards goal achievement. FIMS reported 70,659 work 
orders entered during the period and 70,504 entered within the-one day criteria, resulting in a 99.8% 
completion rate. The database provided by FIMS reported 54,565 work orders entered during the 
period and 48,024 entered within one day, resulting in an 88% completion rate. The error was caused 
by several factors, incorrect work orders were erroneously included in the population which overstated 
both the total number of work orders and those entered within one day. Also, the goal contact reported 
the goal activity as iflhe 1:00 PM rule had been excluded. In addition, one of 40 work'orders selected 
for test work could not be located. When projecting this error across the entire population, the 
percentage decreases to 85.8%, resulting in 50% goal achievement. 

^ . ^ . . . ,*s v . . - , : • : v . ; . -
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Recommendations: 

FIMS shouid revise the goal to clearly state which water work orders should be included in goal 
measurement. Prior to finalizing, results, FIMS should calculate goal achievement based upon the 
specific goal criteria and this information should agree with the results submitted to management for 
approval, ff there is any confusion about the population or the exact criteria of the goal, the personnel 
responsible for calculating goal achievement shouid resolve-this before submitting results to 
management. FIMS' document retention policy shouid be revised to ensure proper support is 
maintained. 

Finding 2: 

Water Laboratory / Treatment Plants' (Water Laboratory) goal number one was reported as met 
Although we agree with the status of the goal achievement, our procedures identified an area for 
improvement. 

Goal number one states "Perform 100% of sampling and analysis on time and have no primary MCL 
violations." During fieldwork, no documentation could be provided from the Department of- Health 
Services that supported the Water Laboratory's goal achievement. Verification .from the Department of 
Health Services that there were no Primary MCL Violations during the period was then provided 
subsequent to our fieldwork. This level of activity results in a 100% goal achievement. 

Recommendations: 

I I O I I I t i Wl 1 ILJ l VVCILCl L .C3UUI CUUI / Thp ooa! should be revised to include a procedure to substantiat 
received a State or County DHS Primary MCL violation during the period. This documentation should 
be provided during fieldwork as support that there were no MCL violations. 

Finding 3: 

Water Laboratory's goal number two was reported as met. Although we agree with the status of the 
goal achievement, our.procedures identified areas for improvement • 

Goal number two states "Maintain costs of certain tests at or below costs of private labs." tt further 
states "control lab costs wifl be the average of the costs collected during the year. Costs will be 
collected a minimum of once every six months. The private labs used as controls are: MWH 
Laboratories (Monrovia), LA Testing (S Pasadena), and Del Mar Analytical (Irvine)." During test work, 
AKT noted that the costs from the control labs were collected only one time in November 2006 and the 
labs used differed from those listed in the goal criteria. Subsequent to our test work, the Water 
Laboratory provided evidence that costs from control labs were obtained every six months. In addition, 
Water Laboratory calculated results using the lowest control lab cost.instead of the average cost. The 
differences between average and lowest cost are-as follows: 

Test 

CST 

MPN 

QT-CST 

EPA 525.2 

EPA 300 

Alkalinity 

Lowest Cost 

$15.00 

$45.00 

$35.00 

$250.00 

$90.00 

$15.00 

Average Cost 

$22.50 

$46.50 

S40.00 

$300.00 

S96.25 

.$21.25 

Difference 

($7.50) 

($1.50) 

($5.00) 

($50.00) 

($6.25) 

($6.25) 

The Management Scorecard Report listed the control lab cost for QT-CST as $90.00. The supporting 
data provided to AKT for test work reported the lowest cost as $35.00 and the average cost as $40.00. 
Although the differences in cost were errors, they did not impact the status of the goal achievement. 



\ j -J O 'O o L * 

Recommendations: 

We recommend using the specific goal criteria in calculating goal achievement If the labs listed cannot 
provide the required data, then the goal should be revised to fist labs that will provide this information. 
Although the difference between the lowest cost and the average cost was not significant, errors of this 
type could impact achievement status for future goals. Cost quotes should be obtained every six 
months to assure the most current costs are being used to calculate average costs. This information 
should be readily available during test work. 

Finding 4: 

Administration Support's (Admin) goal number two was reported as met. Although we agree with the 
status of the goal achievement, our procedures identified areas for improvement. 

Goal number two states "Respond to customers (internal & external) by the following business day, no 
later than the close of business (5:00 p.m.) with initial acknowledgement of inquiry greater than or equal 
to 86% of the time." Admin reported 1,326 customer inquiries received during the period and 1,258 
responded lo within one business day, resulting in a 94.9% completion rate. The database provided by 
Admin reported 1,306 customer inquiries received during the period and 1,228 responded to within one 
business day, resulting in a 94.0% completion rate. Our testing indicated that one of 45 selections 
reported as being within one business-day was incorrect When projecting this error across the entire 
population, the percentage completion rate decreases to 91.9%. During our test work, we also noted 
that one selection was entered twice into the database. This level of activity still results in a 100% goal 
achievement. 

In addition, there is no way to determine if the population, as entered in the database, is a complete 
listing ofall customer inquiries during the period. 

Recommendations: 

We recommend thoroughly reviewing source documenls and reports generated by the employees 
responsible forthe goals lo ensure that the final results summary is accurately prepared. 

Finding 5: 

Construction's goal number one was reported as met. Although we agree with the status of the goal 
achievement, our procedures identified areas for improvement 

Goal number one states "Investigate, reported distribution leaks within 2 working days." The goal further 
specifies that completion of greater than or equal to 80% of the investigations within 2 working days will 
result in goal achievement and that "only leaks reported from July 1, 2006 through June 27, 2007 will be 
included." Construction reported 2,324 investigations were completed during the period and 1.989 were 
investigated within 2 working days, for a completion rate of 85.6%. The SWIM database does not factor 
in weekends and holidays. We also identified some of the completed investigations in the SWIM 
database occurred after June 27, 2007. In addition, our testing indicated that one of 44 selections 
reported as being investigated within two working days was incorrect. When excluding investigations 
reported after June 27, 2007 and weekends and holidays from the calculation of goal achievement, the 
projected error across the entire population decreases to 84,4%. This level of activity still resuits in 
100% goal achievement. 

Recommendations: 

. Construction should run SWIM database reports once the data entry for the fisca! year has been 
completed. This report should be saved and used to calculate the goal achievement. Investigations 
specified in the goal as out of scope, should be identified in the database and excluded from the 
calculation. This database should be provided to the auditors as part of the audit. In addition, a Water 
Ops' employee familiar with SWIM should reexamine the filters and parameters used to calculate this 
goal, to assure that the definition of the goal and the actual calculation by the software are identical. 
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Finding 6: 

Systems Operations / Optimization's (Optimization) goal number one was reported as met. Although we 
agree with the status of the goal achievement, our procedures identified an area for improvement. 

Goal number one states "Perform 477 inspections and maintenance on pressure regulating valves." 
The goal further specifies that completion of greater than or equal to 95% of 477 inspections will result 
in goal achievement. Optimization reported 467 inspections were completed in the period for a 
completion rate of 97.9%. During our test work, one of 42 service requests could not be located. When 
projecting this error across the entire population, the percentage decreases to 95.6%. This level of 
activity still results in 100% goal achievement. 

Recommendations: 

Optimization's document retention policy shouid be revised to ensure proper support is maintained. 
Prior to finalizing the goal results, Optimization shouid compare the inspection worksheets with the 
inspection logs, to ensure accuracy. 

Finding 7: 

Reservoirs and Recreation's (Reservoirs) goal number two-was reported as met. Although we agree 
with the status of the goal achievement, our procedures identified an area for improvement, 

Goal number two states "Complete routine property and watershed inspections." The goal further 
specifies that compietion of greater than or equal to 90% of the inspections as scheduled will result in 
goal achievement Reservuirs reported 33% of routirie property and watershed inspeuiions were 
completed on time, During our test work, one of the 40 inspection worksheets listed in the inspection 
log as having been completed on time could not be located. When projecting this error across the entire 
population, the percentage decreases to 90.7%. This ievel of activity still results in 100% goal 
achievement. 

Recommendations: 

Reservoirs' document retention policy should be revised to ensure proper support is maintained. Prior 
to finalizing the goal results, Reservoirs should compare the inspection worksheets with the inspection 
logs, to ensure accuracy. 

Finding 8: 

Environmentai Management's goal number two was reported as met. Although we agree with the status 
of the goal achievement, our procedures identified areas for improvement. 

Goal number two states "Review and revise as needed all ISO 14001 / EMS-related SOPPs." The goal 
further specifies that completion of greater than or equal to 75% of all ISO-related SOPPs will result in 
goaf achievement. As part of the.criteria for achievement the goal states, "as of July 1, 2006 there are 
70 ISO-related SOPPs; thus a minimum of 53 SOPPs are to be reviewed." Environmental Management 
reported that 53 were reviewed. The database provided by Environmental Management reported a' 
population of 61 SOPPs, and .54 were reviewed. During our test work, 4 of the 54 SOPPs indicated they 
needed to be revised, but had not been revised as of June 30, 2007. This resulted in 50 out of 61 
SOPPs being reviewed for an 82% completion rate. This level of activity still results in 100% goal 
achievement. 

Recommendations: 

Unless staffing dramatically decreased, or there were other unexpected organizational changes, this 
goal should have been revised to require a minimum of 53 (86% of 61) SOPPs to be reviewed and 
revised if necessary. When the population decreased by 12.8%, this shouid have been considered in 
determining if the target percentage was still challenging. At present,.only 46 SOPPs would need to be 
reviewed to achieve'the minimum 75% target. If lhe total number of SOPPs changes during the period, 
the goal should be revised to reflect the new population so that the purpose of the goal is still achieved. 
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OTHER RECOMMENDATIONS 

Recommendation 1: 

For many goais, the population was defined as a'specific number and a specific percentage of the 
population was required to be completed for goal achievement. However, the actual populations used 
in reporting goal status were different from the goaf summaries. If goal criteria change during the year, 
we recommend the goal be revised and approved to reflect those changes. If the population is likely to 
change, the goal could also be worded to incorporate any anticipated changes, 

Recommendation 2: 

We noted that the SWIM database reports did not, in all cases, appear to be correctly calculating goal 
achievement. For example, in some goals, SWIM was using hours, but the goal was stated in days 
(excluding weekends and holidays). We recommend that an IT person, with knowledge of the reports 
generated from the SWIM database, carefully evaluate all the reports that are used to measure goal 
achievement to determine if the parameters set and the filters being used to generate the reports agree 
with the goals' measurement criteria. 

Recommendation 3: 

The Employee Bid states that the purpose- of the Pay for Performance program is to improve 
operational performance by providing cash incentives to employees for achieving specified 
performance goals. Several goals ws tested were achieved by a substantial margin. We recommend 
establishing goals that are challenging toemployees to promote increased operational performance. 

Recommendation 4: 

Goals that have time periods for achievement should be specific. Some suggestions for goal wording 
include: 

• Clearly define when an inquiry or work order is "received". If there is a specific individual or 
department, list that in the goal. Also list the date/time stamp that measures when the clock 
starts for goals with time lines. 

• Provide examples to clarify goal wording. For instance, in non-emergency related goals, if an 
inquiry or reported leak comes in on a Sunday (non business day), define when the clock 
starts. 

Recommendation 5: 

There was no detailed database report that could support the results summary provided for several 
goals. In addition, goal contacts could not determine how data from the detail report was used to 
generate the results summary. We recommend, within a reasonable amount of time following the fiscal 
year end, that the individual responsible for tracking goal achievement create an electronic (excel) 
database that clearly identifies the following information: 

1. The total population 
2. The data within the population that meets goal achievement criteria 
3. The data within the population that does not meet the goal achievement criteria 

AKT also recommends that the same individual create a summary page indicating the results and other 
relevant information such as: 

1. Where the report was generated (e.g. SWIM) 
2. Any filters or parameters used to obtain the data 
3. A description of the data used to track the goal (such as work orders and related work codes) 
4. Any other information required to re-create the report at a later date 

We recommend that this information be collected by one individual, and be signed off as part of the 
goal achievement. This will ensure accountability for tracking the goal achievement 
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Recommendation 6: 

There appears to be inconsistencies between management's intent for the goals and the interpretation 
by the goal contacts and employees. These conditions had a negative impact on some goals and 
functional areas again during the fiscal year 2007. Goals should be developed with specific guideiines 
on the intent of the goal, how the goal will benefit the Division, and the documentation that will 
substantiate goal achievement. This information should be provided and conveyed to al! employees 
involved and should be clearly stated in the goaf summary. 

Recommendation 7: 

We identified many typographical and data entry errors on supporting schedules. We recommend 
establishing a review-process to ensure the accuracy of finalized goal results. 

Recommendation 8: 

There was no employee with a good working knowledge of SWIM software and the reports it generates 
that was available to assist auditors during fieldwork. It was difficult for many of the goal contacts to 
address our lechnical questions. Two employees helped obtain answers to our questions and ran the 
appropriate reports, but they were not. IT personnel and didn't have an understanding-of the software 
and how the reports are generated. We recommend that Water Ops assign an employee with the 
appropriate technical skills to be available for the full duration of field work. 

Recommendation 9: 

Many of the SWIM database reports contained data that fell outside of the defined population. For goais 
that have cut off dates, such as June 21, 2007 or April 30, ,2007, we recommend the parameters of 
SWIM reports be changed to include only the population as defined in the goal summary. 

Recommendation 10: 

The support provided for several goals with relatively small populations did not agree to the summary 
report of goal results. Before finalizing the goal results, we recommend that the employee responsible 
for measuring goal achievement verify that the support, such as training logs or inspection work sheets, 
agree to the summary sheets. 

This report is intended solely for the information and use of the City of San Diego and Water 
Department Operations Division and is not intended to be and should not be used by anyone other than 
these specified parties. 

/ I X T - JL.I.P 

AKT LLP 
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INDEPENDENT ACCOUNTANTS' REPORT 
ON APPLYING AGREED-UPON PROCEDURES 

Jim Fisher, Deputy Director 
Water Department Operations Division 
2797 Caminito Chollas 
San Diego. CA 92105 

We have performed the procedures enumerated beiow, which were agreed to by. the City of San 
Diego, solely to assist you with respect to the Water Department Operations Division (Division) 
Bid-to-Goa! program for the year ended June 30, 2007. The Division is responsible for the 
procedures performed on the Division's Bid-to-Goal program. This agreed-upon procedures 
engagement was conducted in accordance with attestation standards established by the 
American institute of Certified Public Accountants. The sufficiency of ihese procedures is solely 
the responsibility of those parties specified in the report. Consequently, we make no 
representation regarding the sufficiency of the procedures described below either for the purpose 
forwhich this report has been requested or for any other purpose. 

We performed the following procedures: 

1. We traced expenses from the City of San Diego Simpler reports to the schedule of 
savings reported in the Bid-to-Goal FY2007 Annual Report. 

2. We reviewed, tested and recalculated pass-through expenses. 
3. We reviewed, tested and recalculated out-of-scope expenses. 
4. We reviewed encumbrances that were closed after year end. 
5. We identified practices and procedures to assist the Division in improving future Bid-to-

Goal program reporting. 

Our findings and recommendations related to the Bid-to-Goa! program for the year ended June 
30, 2007 are included in a separate report provided to the Division. 

We were not engaged to, and did not conduct an audit, the objective of which would be the 
expression of an opinion, on the Bid-to-Goal program. Accordingly, we do not express such an 
opinion. Had we performed additional procedures, other matters might have come to our attention 
that wouid have been reported to you. 

This report is intended solely for the information and use of the Office of the City Auditor and 
Comptroller, the City of San'Diego, and Water Operations Division and is not intended to be and 
should not be used by anyone other than these specified parties. 

•Carisbad, Cafifomia 
May 9. 2008 
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May 9, 2008 

Jim Fisher. Deputy Director 
Water Department Operations Division 
2797 Caminito Chollas 
San Diego, CA 92105 

SUBJECT: BID-TO-GOAL VERIFICATION OF SAVINGS 

PERIOD: 

PURPOSE: 

FISCAL YEAR 2007 

The purpose of our engagement was to verify the accuracy of the budgetary savings reported by the 
Water Department Operations Division in the Bid-to-Goal FY 2007 Annual Report. In addition, we were to 
identify practices and procedures that could assist the -Water Department Operations Division in 
improving future Bid-to-Goal program reporting. 

SCOPE: 

We performed a comprehensive review of the Water Department Operation Division's budgetary savings 
calcuiation. In completing our review, we compared total expenditures and encumbrances presented in 
the Bid-to-Goal FY 2007 Annual Report to the total expenditures and encumbrances reported in the City 
of San Diego Simpler reports. We reviewed the expenditures classified in the Annual Report as fixed 
budget objective and pass-through budget objective. We also analyzed expenditures presented as out-
of-scope. In addition, we reviewed the encumbrances at June 30, 2007 and those closed subsequent to 
the end of the fiscal year. 
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SUMMARY: 

Water Department Operations Division (Division) reported fixed objective budgetary savings of 
$11,429,509 in the Bid-to-Goal (Bid) FY 2007 Annual Report (Annual Report). Per the.Employee Bid 
agreement, 50% of the savings reported wifl be placed in an Assurance Fund for employee payouts. 
Based upon our comprehensive review, $9,872,093 should be reported as fixed objective budgetary 
savings and $4,936,047 should be eligible to be placed in the Assurance Fund for employee payouts. 
Adjustments to the budgetary savings are included beiow in Exhibit A. 

EXHIBIT A: " 

Functional Areas 

Treatment Plants 

System Operations 

Construction 

Administration Support 

Water Quality Laboratory 

Engineering 

Reservoirs and Recreation 

Safety 

Environmental Manapement 

Divisional Contingency 

inflation 

Electrical Consumption Credit 

Revenue Credit 

TOTAL 

Savings per 
Annual 
Report 

$958,507 

$286,717 

$810,269 

$2,055,969 

$899,392 

$2,951,318 

$808,887 

$303,913 

$150,914 

$1,132,000 

$534,735 

$228,370 

$308,518 

$11,429,509 

Savings per 
Audi t 

$714,616 

$287,139 

$790,790 

$1,910,982 

$905,508 

$2.95i;318 

S808.887 

$280,316' 

$150,914 

$0 

$534,735 

$228,370 

$308,518 

$9,872,093 

[ncrease 
(Decrease) in 

Savings 

($243,891) 

$422 

($19,479) 

($144,987) 

$6,116 

$0 

sn 

($23,597) 

$0 

($1,132,000) 

$0 

$0 

SO 

($1,557,416) 

FINDINGS AND RECOMMENDATIONS: 

Finding 1: 

The Divisional Contingency (Contingency) is a line item presented in the Annuai Report. As noted in the 
prior year, the Division included the Contingency of $1,132,000 in the budgetary savings calculation for 
2007. Although the MOU explicitly states that the Contingency is included as part of the Budget Objective, 
the inclusion of a contingency contradicts the objectives of the Bid program. An objective of the Program 
is to reward employees for efficiencies resulting in savings to the Division. Since the objective is to 
recognize efficiencies, the Contingency should not be included in the Budget Objective and, therefore, not 
be included in the savings calcuiation. A contingency is a budgetary tool that is not appropriate for the Bid 
program. The Division does not agree with this finding and it remains an unresolved issue. This is also 
an unresolved issue from the FY 2006 and FY 2005 audits. 
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Recommendation: 

Modify the MOU to exclude the Contingency from the budgetary savings calculation. 

Finding 2: 

We identified the fpllowing errors related to encumbrances: 
• Purchase orders with muttiple encumbrances or adjustments to the encumbrances were 

calculated incorrectly at year end. 
• ' Encumbrances that were released prior to year end were included in the released portion. 
• Encumbrances that were not released by September 30, 2007 were included in the released 

portion. 

As a result of these encumbrance errors, the functional areas overstated budgetary savings by the 
following amounts: 

Overstatement of 
Functional Area Budget Savings 

Treatment Plants $82,130 
System Operations $5,371 
Construction $19,479 
Administration Support $144,987 
Safety $26.412 

$278,379 

Recommendation: 

Carefully review all encumbrances and expenditures that are included in the released encumbrance 
portion of the budget savings calculation. 

Finding 3: 

Supporting schedules for released encumbrances did not agree with the overall savings calculation on 
functional financial summaries. As a result of these calculation errors, the functional areas understated 
budgetary savings by the following amounts: 

Understatement 
Functional Area of Budget Savings 

System Operations $5,793 

Water Quality Laboratory $6.116... 

$11,909 

Recommendation: 

We recommend establishing a system of review to help eliminate variances between the Annual report 
and the supporting.documentation. 
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Finding 4: 

The Bid amount on Safety's supporting schedule did not agree with the functional financial summaries 
and was understated by $2,815. 

Recommendation: 

We recommend establishing a system of review to help eliminate variances between the Annual report 
and the supporting'documentation. 

Finding 5: 

The Employee Bid agreement states that chemical costs above the assumed prices are considered out-
of-scope, Treatment Plants submitted an-amendment request to increase, the Bid amount by $1,150,000 
for recent chemical price increases, This request was approved by City of San Diego personnel subject 
to audit confirmation. The supporting schedule for the increase included an adjustment of the Bid 
assumed prices by the annua! inflation factors. Treatment Plants overstated the adjustment by,$161,761 
by not adjusting the assumed prices using the 2006 inflation factor. 

Recommendation: 

We recommend using all relevant inflation factors when calculating Bid adjustments based on prior year 
base costs. 

This report is intended solely for the information and use ofthe City of San Diego and Water Department 
Operations Division and is not intended to be and should not be used by anyone other than these 
specified parties. 

AKT LLP 



> •- \ j u Lf O 

LLP 

Pcnvntl. locol. Clnlij/. 

CARISBAD | SSCON'DtDOl PORTLyVND 

C;-\liI SIWIJ 5946 PriBEtly Dr., Sw. 2iJ0. Corlsiwd, CA0200^6841) 

phono 760.431.8440 W7eQ^31 .9052 

INDEPENDENT ACGOUNTANTS' REPORit 
orj A P P L Y I N G A G R E E D - U P O N PROCEDURES. 

Jim Barrett, Public Utilities Director 
Metropolitan. Wastewater Department 
Wastewater Treatment and Disposal Division 
9192 Topaz Way 
San Diego.CA. 92123 

We have performed the profieduTes enumerated bSfDw. which were- agreed to by the City of San 
Diego, sofely to assist you with respect to toe MEtPQpolitan Wastewater Department Wastewater 
Treatment and Disposal Division (Division) Bid-to-Goal program for the year ended June 3D, 
2007. The Division is responsible for the pmcedures performed on the Division's Bid-4o-GoaI 

Thie- »or»pH-onmn Drocedurew entroilifirTient WSR enndnnted in accordance with r t m n n z i m 

attestation standards established by the Amertoan Institute of Gertifed Public Accountants. The 
sufficiency of these procedures is solely the responsibility of ttiose parties specified in fhe report. 
Consequently, we make nUr representation regarding the sufficiency of the procedures described 
below either for the purpose: for which this report has been requested or fen- any other purpose. 

We performed the following prpc^dures: 

1. We traced expendrtureis from the Cily of Sgti Diego Simpler rfeports fc the schedule of 
savings'reported in thfe Bid-to-Goal PY3097 Annual Perforrhanee Report. 

2. We reviewed, tested arid recalculated o t f t ^scope expenditures. 
3. We reviewed encumbrances that were closed: after year end 
4. We identified practices and procedures to assist the Division in improving future Bid-to-

Goal program reperting. 

Our findings and recommendations related "to the Btd-to-GDaf. program for the year ended June 
30, 2007 are included in a separate report provided tp the-Division. 

We were not engaged lo. and did not conduct an audit, the objective e3 which would be the 
.expressien of an opinion, oh the Bid-to-Goat program. Accordingly, we- do oot express such an 
opinion. Had we performed additional procedures, other matters might have come to our attention 
that wouid have been reported to you. 

This report is intended solely for the infofmation and use of the Qty of San Diego and 
Metropolitan Wastewater Department- W-a^tewater Treatment and Dispft'saJ Division and is not 
intended to be and should not be used by anyone other than these specified parties. 

Carlsbad, Califomia 
June 12.2008 
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June 12. 2008 

Jim Banett, Pubiic UtiJities Director 
Metropolitan Wastewater Department 
WastewaterTreatment and; Disposal Division 
9192 Topaz Way 
SanDiego, CA92123 

BID-TO-GOAL, VERIFICATION OF SAVINGS 

PERIOD: FtSCAL YEAR 2007 

PURPOSE 

The purj?o'se of our engagemettt wa^ to veriiy fttfe accuracy of th6 budgetary savings reported by the 
Metropolitan Wastewater Department Wastewater Treatment and Disposal Division in the Bid-to-Goal FV 
2007 Annuai Peiformance F^ppri in addition we Were to idenSfy PracSbes and procedures that could 
assist the Wastewater.Treatrnertt and disposal Dtyfeiffh in improvih| TLftutS Bid-tb-Goal program reporting. 

SCOPE 

We performeGl a comprehensive review of the; Metropolitan Wastewater Depaftmenf Wastewater 
Treatment and Disposal Divisiori's budgetary sav ing caicuiatbn'. Ul qompiefing ourrevikvy1, we compared 
tota! expenditures and encumbrances presented ih •Ihe BicKp-GSal FV 2007 Annual Pfirfprtriahce Repoit 
to the totai expenditures and encumbrances Feporfed. in the Oty of Sah Diego Striplar reports. We 
analyzed expenditures presented, as out-of-scopa. in addifion, w£ Reviewed the ericymbrah^s at June 
30, 2007 and those closed subsequenl to the end ofthe fiscal year 

SUMMARY: 

Metropolitan Wastewater Depaftment Wastewater TreHtmeht and D ispp^ l Division (Division) reported 
budgetary savings of $1 Qiffl 3,491 rn the Bld-to-Gpal (Bid) PY 2007 Annua} Performance Report (Annual 
Report). Based upon ouf comprehensive review, ati error was identified that caused in-scope 
expenditures to be understated by S22,489; As a restitt $10,791,002 should be reported as budgetary 
savings in the Annual Report 

Per the Memorandum of Understanding (MOU), 50% of the savings reported in the Annual Report will be 
placed in an Assurance Fund that rhai' be used for future employee incentive payouts. Basel upon our 
comprehensive review, the saViftgs will replenish th§ Assurance Fund to the $4,000,00.0 cap as defined in 
the MOU. In addition, these funds wifl be avaiiable fer1 the employees to receive an incentive payout up to 
$3,000 allowed per the Bid agreement 
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FINDING AND RECOMMENDATION: 

Finding: 

The Division understated total expenditures and overstated budget savings by $22,489 in the Annual 
Report. Total expenditures and encumbrances in the Annual Report can be reduced by encumbrances 
released after the fiscal year end and before the end of period 4 of the following fiscal year. The error 
was the result of reducing total expenditures with one encumbrance that was released subsequent to 
June 30, 2007. This encumbrance was expended in totai in fiscal year 2008, therefore, the amount 
should not be released to reduce the total expenditures and encumbrances for fiscal year 2007. 

Recommendation: 

Ensure that released encumbrances include onfy amounts that were property closed and were not 
expended subseguent to year end. 

OTHER RECOMMENDATION: 

As stated in the MOU, "It is understood that the goal detailed in this document reflects a significant and 
substantial optimization of operations and staffing levels which have been quantitatively determined to be 
within the competitive range for wastewater treatment organizations nationally." We have noted that there 
have typically been savings when comparing expenditures, to the pre-set Budget Objectives or 'Goals." 
Since a full benchmarking effort is made every 4 to 6 years, we ccnduds that the Goals in the oui-years 
of an agreement have a tendency to become outdated. We suggest that you consider refreshing 
benchmarking efforts more frequently to ensure that the division is being held to a competitive spending 
level for services provided. 

This report is intended solely for the information and use of the City of San Diego and Metropolitan 
Wastewater Department Wastewater Treatment and Disposal Division and is not intended to be and 
should not be used by anyone other than these specified parties 

AKT LLP 



000909 

LLP 

siiiiif, tfimL Cltibil: 

fWRiKJIM) i I SOONOlUd | PORII ANO 

CAfll WUI,1 .EiB4GPna«[j 0r_ Ste. 200, l^arlfibHc, CA920ail-ii!M8 

ithone 7G0.431iH4& hx- 750.431.0032 

INDEPENDENT ACCOUNTANTS' REPORT 
ON APPLYING AGREED-UPON PROCEDURES 

Jini Barrett, Director of Public Utilities 
City of San Diego Metropolitan Wastewater Departmerit 
Wastewater Coliection Division 
9192Topa2Way -
Sah Diego, CA 92123. 

We have performed the procedures enumerated below, which were agreed to by the City of S&r? • 
DiegOi setely to assist you with respect to the Metropolitan Wastewater Department Wastewater 
Coiiectioh Division (Division) Bid-to-Goai program'for the year ended June 30, 20D-7. The Division 
rs responsible for the procedures performed on the Division's Bfcko^Goal prograrri. This agreed-
upon procedures engagement was conducted in accordance with attestaiJoh standards 
established by the American institute of Certified Public Accbuhtants, The sufficiency of these 
procedures fe solely the responsibDily of those parties specified in, the report. Consequently, we. 
make no representation regarding the sufficiency of the procedures described below either for the 
purpose for which this report has been requested or for any other purpose. 

We. performed the foiiowing procedures: 

1. We traced' expenditures from the City of San Diego Simpler reports io the schedule of 
savings reported in the Bid-to-Goal FY2O07 Annual Performance Report 

2. We reviewBd, tested and recalculated out-of^scope expenditures. 
3. We identified practices ^nd procedures to. assist the Division in improving future Bid-to-

Goal program reporting. 

Our findings and recommendalions related to the Bid-to-Goal program for the year ended June 
30. 2007 are included in a separate report provided to the Division. 

We were not engaged to, and did not conduct an audit, the objective of which woutd be the 
exjjression of an opinion, on the Bid-to-Goal program. Accordingly, we dp not express Such an 
opinion. Had we performed additional procedures, other matters might have come to our attention 
that: would have been reported, lb you. 

This report is intended solely for the information and use Of the City of Sah Diego and 
Metropolitan Wastewater Department Wastewater Coitection Division,and is not intended lo be 
and should not be used by anyone other than these specified parties. 

Carlsbad, Cafifomia 
July 27, 2008, 
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Jim Barrett, Director of PubHc Utilities 
City of San Diego Metropdjitan Wastewater Departnrient 
VVastewater Coliection Division 
9192 Topaz Way 
SanDiego. CA 92123 

SUBJECT: BID-TO-GOAL VERiFlCATION OF SAVINGS 

PERIOD: FISCAL YEAR 2007 

PURPOSE: 

The piirpose of our engagernenl was to verify the accuracy of the budgetary savings, reported 
by the City of San Diecjo Metrppofitan Wastewater Department Wastewater Cpltection Division 
in the Bid-to-Goal FY 2007 Annual Performance Repail (Annual RgporQL In addriron, we were 
tp k j en j ^ practices and procedures that could assist the City i f San Diego Matropolitari 
Wastewater Department Wastewater Gallectioa Diyigiori: in imprOYing future BidrtcHQoal (Bid) 
program reports ng. 

SCOPE: 

We performed a comprehensive review of the City of San Diegd Metropolitan Wastewater 
Department Wastewater Collection Division's (Division) budgetary savings calcuiaiion. In 
compfefing our review, we compared total expendrturea and encumbrances presented In the 
Annual Repprt to the total expenditures and encumbrances reported in the City of San'Diego 
Simpler reports. We analyzed expenditures presented as out-of-scope. We recalciiiated and 
tested all supporting schedules and dp Gym entation. In addition, we recalculated the inflated 
budget ih accordance with the Employee Bid. 

SUMMARY: 

The Division reported budgetary savings of $4,712,912 in the Annual Report. Based Upon our 
comprehensive review, we identified errors causing total savings to be overstated by a net 
amount pf $798,661. As a result. $3,914,251 should be reported as budgetary savings in the 
Annual Report. 

Per the Memorandum of Understanding (MOU)^ 50%, of the savings reported in the Annual 
Repprt will be placed in an Assurance Fund that may be used for several purposes which 
iriciude repayment of prior budgetary shortfalls and fulure employee incentive payouts. Based 
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upon our comprehensive review, a portion of the savings will replenish the Assurance Fund to 
the $3,000,000 cap as defined in. the MOU. In addition, funds from the Assurance Fund will be 
available for the employees to receive an incentive payout of up to $3,000 allowed per the 
MOU. 

FINDINGS AND RECOMMENDATIONS: 

Finding 1 : 

The Division overstated out-of-scope expenditures by a net amount of $169,010. In the 
summary schedule of budgetary savings, the Division double counted an out-of-scope 
expenditure for organizational account #220 in the amount of $170,860. In addition, Job Order 
#90001 in the amount off $1,850 was not included in the total out-of-scope expenditures under 
organizational account #210. 

Recommendation: 

Establish a system of review to ensure that all summary and detail supporting schedules are 
accurate and included all relevant information. 

Finding 2: 

The Division overstated out-of-scope expenditures by $14,528. The error was caused by 
incorrect formulas used In supporting schedules. Out-of-scope expenditures were duplicates as 
a result of these formula errors. 

Recommendation: 

Establish a system of review to ensure all formulas in supporting schedules are correct and 
accurately reflect the totai out-of-scope expenditures. 

Finding 3: 

The Division understated out-of-scope expenditures and encumbrances by $13,767. A 
calculation was perfonned to determine the amount of overtime that was reported as out-of-
scope. This portion of overtime was considered to be above the 2002 baseiine year. A formula 
was used that incorrectly reduced budgetary savings because the Division did not have 
overtime in two departments. 

Recommendation: 

Establish a system of review to ensure all formulas in supporting schedules are correct and 
accurately reflect the total out-of-scope expenditures. 
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Finding 4: 

The Division overstated out-of-scope expenditures by $120,083. Specific organizational 
accounts related to the two-year system-wide sewer system overhaul (Overhaul Project) have 
been determined to be out-of-scope. Certain expenditures related to these specific 
organizational accounts were double counted as out-of-scope, therefore, they should be 
removed from the savings calculation. 

Recommendation: 

Establish a system of review to ensure out-of-scope expenditures, are only counted once in the 
budgetary savings calculation. 

Finding 5: 

The Division understated total expenditures by $508,807. The total expenditures reported on the 
savings calculation summary did not agree with the City of San Diego Simpler reports. 

Recommendation: 

Estsbiish a system of review to ensure the accuracy of the Annuai ReporL Tiie Ciiy of San 
Diego Simpler reports should be compared to the Annual Report to ensure that all expenditures 
are reflected. 

Finding 6: 

The Division did not release fiscal year 2007 encumbrances, which should have been closed 
subsequent to year end and included in its budgetary savings calculation. These released 
encumbrances have been significant in prior years and are significant in fiscal year 2007. By 
releasing encumbrances subsequent to year end, the annual budgetary savings more 
accurately reflects the annual activity. In-scope encumbrances released would decrease 
expenditures resulting in increased savings. Alternatively, out-of-scope encumbrances released 
would decrease out-of-scope expenditures resulting in decreased savings. Withoul performing 
these adjustments, we cannot determine the effect on the annual savings. 

Recommendation: 

Release unused or closed encumbrances subsequent to year-end to provide a more accurate 
budgetary savings calculation. 

OTHER RECOMMENDATIONS 

Recommendation 1: 

The Overhaul Project was mandated subsequent to the implementation ofthe original Employee 
Bid. The Overhaul Project caused a substantial amount of additional work and made it difficult 
to compare actual costs to what was projected in the original Employee Bid. When a major 
event occurs that will significantly affect ths current and future operations of the Division, the 
Employee Bid should be amended to reflect the change. 
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Recommendation 2: . , 

The performance measure regarding sewer overflows per 100 miles was affected by the 
Overhaul Project The Employee Bid specifies that the sewer overflows per 100 miles target for 
fiscal year 2007 is 6.6. The actual sewer overflows per 100 miles for fiscal year 2007 was 3.00. 
The sewer overflows have decreased significantly from fiscal year 2001 primariiy due to repair, 
maintenance, and monitoring efforts performed by additional employees hired and the efforts 
put forth by the Division to comply with-the mandate. Although a significant effort was made to 
identify the costs associated with the Overhaul Project as out-of scope, no consideration was 
given to the benefits of the reduced overflows. If this situation occurs in future programs, we 
recommend amending the Employee Bid for sewer overflows to properly reflect current 
conditions. 

This report is intended solely for the information and use of the City of San Diego and 
Metropolitan Wastewater Department Wastewater Collection Division and is not intended to be 
and should not be used by anyone other than these specified parties. 

fiUT I I D 
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January 18, 2008 

Mike Bresnahan, Deputy Director 
Water Department Customer Support Division 
600 B Street, Suite 1200 
MS 911. 
San Diego, CA 92101 

SUBJECT: PAY FOR PERFORMANCE VERIFICATION OF GOALS 

PERIOD: FISCAL YEAR 2007 

PURPOSE: 

To verify adequate documentation supports reported percentages of goals "met." 
To identify practices and procedures to assist Water Department Customer Support Division in 
improving future Pay for Performance program reporting. 

PROCEDURES: 

Compared goals reported on at fiscal year end to goals presented in the goal summaries at the 
beginning of the fiscal year. 
Judgmentally selected a sample of goals from each' functional area for testing based on the 
results reported by management, the complexity of the goal, and our prior experience with 
other pay for performance programs. 
Calculated percentages of goals met, per audit. 
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SUMMARY: 

Water Department Customer Support Division (Customer Support) indicated 13 of the 18 goals that 
comprise the fiscal year 2007 Pay for Performance Program were met. We tested 10 of the 13 goals 
(77%) to determine if adequate supporting documentation exists to substantiate the status of those 
goals. We agree with the status reported for the 10 goals we tested, Payouts should be based on the 
percentages below; 

Functional Area 

Division Administration 

Customer Service - Office 

Field Services and Investigations 

Meter Services 

Water Resources Management 

% Met per 
Customer 

Support 

66.67% 

50.00% 

75.00% 

75.00% 

100.00% 

% Met per 
Audit 

66:67% 

50.00% 

75.00% 

75.00% 

100,00% 

Difference 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

FINDINGS AND RECOMMENDATIONS: 

Finding 1: 

Division Administration's (Admin) goal number three was reported as met Although we agree with the 
status of the goal achievement, our procedures identified areas for improvement 

Goal number three states the criteria for goal achievement as "Responding to 90% of customer initiated 
complaints incoming via telephone contact or written correspondence within 21 days." The goal further 
states "Complaints not tracked in the data base...count against the achievement of this .measure." 
There is no way to verify if any complaints were not entered into the database. Admin reported 177 out 
of 188 compiaints were responded to within 21 days, resulting in a 94.1% completion rate. The data 
provided by Admin reported 177 out of 189 complaints were responded to within 21 days, resulting in a 
93.7% completion rate, One of 24 complaints selected for test work was not responded to within 21 
days. When projecting this error across the entire population, the percentage decreases to 89.8%. This 
level of activity still results in 100% goal achievement. 

In addition, several months of supporting data {will pay cards) were disposed of prior to the audit. 

Recommendations: 

We recommend thoroughly reviewing source documents and reports generated by the employees 
responsible for the goals to ensure that the final results summary is accurately prepared. Admin's 
document retention policy should be revised to ensure proper support is maintained. Ensure the 
population for all goals can be supported. The goal summaries should specifically state whether the 
rounding of results is acceptable. 

Finding 2: 

Meter Services' goal number four was reported as met. Although we agree with the status of the goal 
achievement, our procedures identified areas for improvement. 

Goal number four states the criteria for goal achievement as "Work Order data must match against field 
conditions and must be verified and compared against databases." The goal further specifies that 
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"supervisors must fill out the 'Bid to Goal Quality Control Worksheet' and submit to contact monthly." 
The goal summary does not specify a minimum percentage of accuracy required for goal achievement 
but the minimum required percentage of 99% is stated in the FY2007 Annual Report. Meter Services 
reported that, based upon the results of their random sampling, they achieved a 98.57% of accuracy for 
the year. This level of activity results in 100% goal achievement. 

We identified discrepancies between the Bid to Goal Quality Control Worksheet and the summary of 
results. According to our goal contact, because the Supervisors did not have a clear understanding of 
which work orders had a direct effect on billing issues, the Bid to Goal Quaiity Control Worksheets were 
inaccurate. The exceptions we noted were described by Meter Services' employees as not having a 
direct effect on biliing. This was confirmed by our Pay-for-Performance contact. However, we were 
unable to independently verify this assertion because the goal summary does not define the data that 
would or would not directly affect billing. 

Recommendations: 

The goal summary should agree with the Annual Report and include the percentage required-for goal 
achievement with exact language such as "greater than or equal -to 99%." Before finalizing annual 
goals. Meter Services shouid review goal summaries to ensure all information necessary to understand 
and measure the goal is included. The goal summaries should specifically state whether the rounding of 
results is acceptable. 

. The definition of which work orders do and do not have a direct effect on biliing issues should be 
defined in the goal, and all employees involved with the goal should be made aware of the 
measurement criteria. 

Finding 3: 

Customer Service - Office's (Office) goal number two and Field Service and Investigation's (FSI) goal 
number four, a joint goal, was reported as met. Although we agree with the status of the goal 
achievement, our procedures identified areas for improvement. 

The goals state "Service restoration requests completed within goal; 9 1 % within the same business 
day; 99% by the next business day." FSI reported that 17,562 out of 17,740 restoration requests were 
compieted the same day, resulting in a 99.0% compietion rate. Office reported that 17,619 out of 
17,810 restoration requests were compieted the same day, resulting in a 98.9% completion rate. Also, 
one of 40 work orders selected for test work was not completed within one business day. When 
projecting this error across the entire population, the percentage decreases to 95.5%. This level of 
activity still results in 100% goal achievement. 

The goal was difficult to audit because turn-backs from the previous day were not clearly identified in 
the information provided by Office (will pay cards / white cards). The cards are the initial record of a 
customer request for water restoration. The cards did not consistently identify the time of the customer 
inquiry, which could impact goal completion calculations. 

Recommendations: 

The measurement method used to calculate goal achievement should be clearly stated on the goal 
summaries. The data collected by each functional area should be reconciled before submitting final 
results. Any discrepancies between the functional areas should be resolved before results are finalized. 
Office and FSI should develop a tracking system that clearly identifies same day turn-on requests and 
turn-backs so that goal completion can be accurately calculated and audited. In addition, Office should 
develop procedures to date and time stamp incoming customer requests on the will pay cards. 

Finding 4: 

Office's goal number three was reported as met, Although we agree with the status of the goal 
achievement, our procedures identified areas for improvement 
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Goal number three states to achieve-the goal, the "Percentage of call center and water repair staff 
availability be 65%." The goal further states that "Lunchtime will not be counted as CSR avaiiabifity 
time" and "CSRs must log in at the assigned start time." Office reported staff availability of 72.4%. 
Based upon the monthly reports provided by Office, we agree with the calculation of the monthly totals 
using a rolling average, but we were unable to test supporting data. In addition, there was no way to 
verify if the CSRs logged in at their assigned start time and if lunch breaks were counted as availability 
time. 

Recommendations: 

We recommend that if the specific goal criteria cannot be tracked and used in calculating goal 
achievement, the goal summary should be modified. The goal criteria should include only data that can 
be documented and measured in support of goal completion. 

Finding 5: 

FSI's goal number two was reported as met, Although we agree with the status of the goal 
achievement, our procedures identified areas for improvement 

Goal number two states the criteria for goal achievement as "Reduce skips [for bi-monthly read 
accounls] by 10% per year over years based on FY 2006 as a base year. Baseline for FY 2006 is total 
skips for the year." The goal further specifies that the measurement method is "(Meters read) divided 
by (total meters on route less meters that are removed or are duplicates)." FSI reported a 34.5% 
reduction from FY2006 meters skipped. Our recalculation of goal results resulted in a 33.5% reduction 
because Pol uiu not use tne correct.icrmuis io caicuiais tnS percentage reduciion irorn tne oase year. 
In addition, FSI did not exclude meters removed from the calculation for goal completion. The 
supporting data also did not identify duplicate meters. However, this level of activity still results in 100% 
goal achievement. 

Recommendations: 

The calcuiation used to determine the reduction from the base year should be clearly defined in the 
goal summary. In addition, goal measurement criteria should be used in calculating goat completion. 
This could potentially impact goal achievement. 

Finding 6: 

FSI's goal number three was' reported as met Although we agree with the status of the goal 
achievement, our procedures identified areas for improvement. 

Goal number three states "Read all monthly read meter accounts on schedule 90% of the time." The 
goal further specifies that on schedule "is defined as reading the meter within plus/minus three days of 
the work flow date." The goal summary does not define the "work flow date." FSI reported 123,093 
meters read out of 125,444 total meters (net.of removed meters), for a completion rate of 98%. While 
we agree with measurement of the percentage of meters read, FSI did not measure the percentage of 
meters read on schedule. The monthly summaries provided by FSI did not indicate a time frame for the 
meter reads, and there were no reports available to calculate the timeliness of the meter read. PSI 
provided a database of all monthly read meters, including those skipped, therefore we could not identiy 
those that should be included in the population. This level of activity still results in 100% goal 
achievement. 

Recommendations: 

We recommend that specific goal criteria be used in calculating goal achievement. If there is no way to 
determine whether meters are read on time, then the goal summary should be modified to include only 
measurable criteria. A monthly report should be prepared that summarizes the detailed schedules 
provided by the San Diego Data Processing Corporation. 
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Finding 7: 

Water Resources Management's {Water Resources) goal number three was reported as met. We are 
unable to determine the status of goal achievement but our procedures did identify areas for 
improvement. 

Goal number three states "Maintain an average cost/AF [acre foot] of water conserved at or below 25% 
the CWA [County Water Authority] Tier 1 treated water rate." The goal further specifies the 
measurement method for the goal calculation. However, the goal summary does not specify the 
number of gallons saved per day for the qualitative (soft) water savings used in calculating goal 
achievement. In addition, Water Resources did not provide signed management approval for these 
amounts. Therefore, we were unable to determine if the amounts were reasonable. We were unable 
to audit much ofthis goal. 

Recommendations: 

Water Resources' estimates for the number of gallons saved per day for qualitative (soft) water savings 
should be determined prior to finalizing the goal and included in the goal summary. Water Resources 
should maintain documentation that summarizes the methodology used to determine gallons saved per 
day. 

Finding 8: 

Meter Services' goal number two was reported as met. We are unable to determine the status of the 
goal achievement but our procedures did identify areas for improvement 

Goal number two states "Percentage of commercial water meters {3n and larger) meeting City of San 
Diego.specifications on annual Preventive Maintenance test. Goal for FY 2007 is 90%." The goal further 
specifies that a "meter tested more then once will only be counted one time. Number of meters tested 
per period is tracked and the number of those meters meeting and not meeting specifications is also 
tracked." Meter Services reported a total population of 1,286 meters. The number of meters tested that 
meet the specifications were reported as 1,339, resulting in a 104% completion rate. Achieving greater 
than 100% was primarily due to meters being counted twice, Meter Services was unable to provide the 
total number of unique meters in the population, and of that total, the number that met specifications. 
Therefore, we were unable to calculate the goal achievement In addition; the method used to calculate 
goal achievement differed from that of the goaf summary. Meter Services counted meters twice and 
included replacements as meeting specifications. 

Recommendations: 

We recommend using specific goal criteria in calculating goal achievement. If there is no way to track 
the number unique meters that meet specifications on annual preventive maintenance as a percentage 
of the total number of unique meters, then the goal criteria should be revised. Due to the fact that the 
total number of meters frequently changes (due to removals and installations throughout the year), we 
recommend that the goal be worded to incorporate any anticipated changes in the population. 

OTHER RECOMMENDATIONS 

Recommendation 1: 

Some of the goats selected could not be audited. This is typical for programs going through their first 
year audit Goais should be established that can be easily verified. Controls need to be in place to 
mitigate any false or tampered information and goals should be set where entire populations are easily 
determined and can be tested. 

For example, we noted these issues in the following goals: 

FSI - Goal number two: There was no detailed database to support monthly summaries available 
during the audit. 
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FSI - Goal number three: There was no report available that tracked the timeliness of the meters read. 

Office - Goal number three: The Aspect system data does not provide detailed records that can be 
tested. 

Water Resources - Goal number three: The goal summary did not define measurement criteria used in 
calculating goal achievement. Further, there was no third party verification to substantiate the amounts 
used to calculate "soft savings." 

Recommendation 2: 

Goaf'definitions should be very specific and include all information necessary to calculate goal 
completion. 

For example, we noted these issues inthe foiiowing goals: 

Office - Goal number three: The goal should clearly explain which employees or employee groups are 
included in the goal. In addition, the goal should state if 65% availability needs to be achieved each 
month or on average (totaling all monlhs and dividing by 12). 

Office - Goal number two and FSI - Goal number four: The goal shouid clearly define when a customer 
request is "received", and list the date/time stamp that measures when the clock starts for the goal. 

Meter Services - Goal number four: The goal summary does not state the percentage required for 
achievement. Further, it does not clearly define which work orders have.a direct affect on billing issues. 

Recommendat ions: 

Goal definitions should exclude extraneous information that does not apply directly to the criteria for the 
calculation of goal achievement. 

For example, we noted these issues in the following goals: 

FSI - Goals number two and three: The "Definitions"' section of the goal summary included information 
that did not clearly relate to the understanding of the goal or to the calculation of the goal 

Recommendation 4: 

Supporting schedules provided should agree with the goal summaries. 

For example, we noted these issues in the following goals: 

Water Resources - Goal number one: The County Water Authority industry averages did not agree with 
the industry averages used in calculating goal achievement 

Meter Services - Goal number four: The "Bid to Goal Quaiiiy Worksheet" totals did not agree with the 
goal results provided by our goal contact. 

Meter Services - Goal number four: The "Bid to Goal Quality Worksheet" totals did not agree with the 
goal results provided by our goal contact. 

Recommendation 5: 

Recommend continuing to improve the lines of communication. Goals should be developed with 
specific guidelines on the intent of the goal, how the goal will benefit Customer Support, and the 
documentation that will substantiate goal achievement. This information should be provided and 
conveyed to all employees involved and should be clearly stated. 



p '•) 1 r i ^ 1 
\ j C O J i~ X 

For example, we noted these issues in the following goals: 

Meter Services - Goal number two: The calcuiation of goal achievement should agree with the 
measurement method in the goal summary. 

Meter Services - Goal number four: Supervisors and goal contacts shouid clearly understand and 
agree upon the Work Orders completed that could have a direct effect on billing issues, before signing 
off on the "Bid to Goal Quality Control Worksheet" and calculating goal achievement. 

Recommendation 6: 

There was no detailed database report that couid support the results summary provided for several 
goals. In addition, goal contacts could not determine how data from the detail report was used to 
generate the resuits summary. We recommend, within a reasonable amount of time following the fiscal 
year end, that the individual responsible for tracking goal achievement create an electronic (excel) 
database that clearly identifies the following information: 

1. The total population 
2. The data within the population that meets goal achievement criteria 
3. The data within the population that does not meet the goal achievement criteria 

We also recommend that the same individual create a summary page indicating the results and other 
relevant information such as: 

• 1. Where the report was generated 
2. Any filters or parameters, used to obtain the data 
3. A description of the data used to track the goal (such as work orders and related work codes) 
a Anu nthpr information required to re-create the report at a later date 

We recommend that this information be collected by one individual, and be signed off as part of the 
goal achievement This will ensure accountability for tracking the goal achievement. This information 
should be made available to the auditors. 

Recommendation 7: 

Goals that have percentages for achievement should be specific. We recommend using "greater than" 
or "less than." In addition, we also recommend providing an example of what is considered met. 

Recommendation 8: 

We recommend amending the Pay-for-Performance Eligibility and Rules document to allow for partial 
achievement of goals, Two goals in 2007 were not met by a small percentage. The program 
encourages employees to strive for 100% status. However, a sliding scale for partial achievement of 
goals within an acceptable range might be a good motivational tool. 

This report is intended solely for the information and use bf the City of San Diego and Water 
Department Customer Support Division and is not intended to be and should not be used by anyone 
other than these specified parties. 

AKT LLP 
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INDEPENDENT ACCOUNTANTS' REPORT 
ON APPLYING AGREED-UPON PROCEDURES 

Mike Bresnahan, Deputy Director 
Water Department Cuslomer Support Division 
600 B Street, I2 , h Floor 
San Diego, CA 92101 

We have performed the procedures enumerated below, which were agreed to by the City of San 
Diego, solely to assist you with respect to the Water Department Customer Support Division 
(CSD) Pay for Performance Program for the year ended June 30, 2007. CSD is responsible for 
the procedures performed on CSD's Pay for Performance Program. This agreed-upon 
procedures engagement was conducted in accordance wilh attestation standards established by 
the American Institute of Certified Public Accountants. The sufficiency of these procedures is 
solely the responsibility of those parties specified in the rfiport. Consequently, we make no 
representation regarding the sufficiency of the procedures described below either for the purpose 
for which this report has been requested or for any other purpose. 

We performed the foiiowing procedures: 

1. We reviewed the goals provided by CSD and compared them to the goals presented in 
the goal summaries at the beginning of the fiscal year. 

2. We Judgmentally selected a sample of goals for testing based on the results reported by 
management, the complexity of the goal, and our prior experience with other pay for 
performance programs. 

3. We tested 10 of the IS goals provided lo us by CSD, and reviewed the supporting 
documentation to verify goal achievement. 

4. We caiculated the percentage of goals met, per audit, and verified that they agreed with 
the percentages reported by CSD. 

5. We identified practices and procedures to assist CSD in improving future Pay for 
Performance Program Reporting. 

Our findings and recommendations related to the CSD Pay for Performance Program for the year 
ended June 30. 2007 are included in a separate report provided to CSD. 

We were not engaged to, and did not conduct an audit, the objective of which wouid be the 
expression of an opinion, on the Pay for Performance Program. Accordingly, we do not express 
such an opinion. Had we performed additiona! procedures, other matters might have come to our 
attention that would have been reported to you. 

This report is intended solely for the information and use of the City of San Diego and the Water 
Department Customer Support Division and is not intended to be and should not be used by 
anyone other than these specified parties. 

AfrT- ^ L P 

Carlsbad, California 
January 18.2008 

http://700.43l.H440
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January 22, 2008 

Mike Bresnahan, Deputy Director 
Water Department Customer Support Division 
600 B Street, Suite 1200 
MS 911 
San Diego. CA 92101 

SUBJECT: BID-TO-GOAL VERiFlCATION OF SAVINGS 

Dccinn-

PURPOSE: 

The purpose of our engagement was to verify the accuracy of the budgetary savings reported by the 
Water Department Customer Support Division (Division) in the Bid-to-Goal FY 2007 Annual Report. In 
addition, we were to identify practices and procedures that could assist the Division in improving future 
Bid-to-Goal program reporting. 

SCOPE: 

We performed a comprehensive review of the Division's budgetary savings calcuiation. In completing our 
review, we compared total expenditures and encumbrances presented in the Bid-to-Goal FY 2007 Annual 
Report to the total expenditures and encumbrances reported in the City of San Diego Simpler reports. 
We reviewed the expenditures classified in the Annual Report as fixed budget objective and pass-through 
budget objective. We also analyzed expenditures presented as out-of-scope. In addition, we reviewed 
the encumbrances at June 30, 2007 and those closed subsequent to the end ofthe fiscal year. 
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SUMMARY: 

Customer Support Division {Division) reported fixed objective budgetary savings of $1,001,464 in the Bid-
to-Goal (Bid) FY 2007 Annual Report (Annual Report), Per the Employee Bid agreement, 50% of the 
savings reported will be placed in an Assurance Fund for employee payouts. Based upon our 
comprehensive review, $968,036 should be reported as fixed objective budgetary savings and $484,018 
should be eligible to be placed in the Assurance Fund for employee payouts. Adjustments to the 
budgetary savings are included below in Exhibit A. 

EXHIBIT A: 

Functional Areas 

Administrat ion 

Water Resources 

Customer Service 

Field Services and Investigations 

Meter Services 

Inflation - A d j u s t e d (2.64%) 

TOTAL 

Savings per 
Annual 
Report 

(41,341) 

388,720 

773,494 

(43,674) 

(216,479) 

140,744 

1,001,464 

Savings per 
Audit 

(41,341) 

388,720 

740,066 

(43,674) 

(216,479) 

140,744 

968,036 

Decrease in 
Savinqs 

_ 

_ 

(33,428) 

_ 

_ 

_ 

(33.428) 

FINDING AND RECOMMENDATION: 

Finding 1: ^ 

Customer Service overstated budgetary savings by $33,428.. The variance was caused by the Division 
using year-end reports that did not include the final adjustments from the City of San Diego auditors. The 
Annual Report was due prior to the recording of the final adjustments by the City of San Diego auditors, 
therefore the Division used the most current Simpler reports that were available. 

Recommendation: 

We recommend verifying that all adjustments from the City of San Diego auditors are complete prior to 
finalizing budgetary savings. If the annual report is due prior to the completion of all adjustments, we 
recommend revising the budgetary savings to include the most recent Simpler reports for the audit 

OTHER RECOMMENDATION 

Recommendation 1: 

The Division identified additional out-of-scope expenditures that were not included in the fiscal year 2007 
savings calculation. We recommend including in the Annual Report all out-of-scope expenditures and 
encumbrances that fall within the guideiines of the Employee Bid. It could result in increased budgetary 
savings for the Division. 

This report is intended solely for the information and use of the City of San Diego and Water Department 
•Customer Support Division and is not intended to be and should not be used by anyone other than these 
specified parties. - - \ \ f t ^ r ^ W S ^ V 
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TO: 

FROM: 

THE CITY OF SAN DIEGO 

M E M O R A N D U M 

DATE: October!, 2008 

City Council Audit Committee 
Councilmember, Kevin Faulconer, Committee Chair 
Councilmember, Toni Atkins 
Councilmember, Tony Young 

Darlene Morrow-Truver, Deputy Director, Administrative Services, Metropolitan 
Wastewater Department andRMGref^LDeputy Director, ^dministratiye Sendees, 
Water Department / Z r l / P ^ ^ s ^ l 

SUBJECT: Bid to Goal Audit Services Contract Amendment No. 2 
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and cost savings programs. More specifically, both departments implemented "Bid to Goal" 
(B2G) and "Pay for Performance" (P4P) programs to create incentives for employees to 
participate in identifying and creating cost savings and ongoing operational improvements that 
benefit the rate payers. In part, these programs have benchmarks and goals that when met, or 
exceeded, will also result in incentive pay for employees. 

The program requires independent verification that the goals, savings and targets were met to 
substantiate the incentive payments. In the early program years, the departments utilized City 
staff from the Audit Division ofthe Auditor & Comptroller's Department to verify the 
performance. The City Auditor is not able to provide the service at this time. In Fiscal Year 
2006, the City entered into agreement with the accounting firm of Grice, Lund and Tarkington, 
LLP (now doing business as AKT Certified Public Accountants) to verify both B2G and P4P 
results for the Fiscal Year 2006 program year (C-14164). The original contract award to AKT 
Certified Public Accountants (AKT) was for one year with four option years. The City exercised 
option 1 via Amendment No. 1 (R-303279). 

In addition, both Metropolitan Wastewater (MWWD) and Water Departments are currently 
combining services in order to streamline operations and remove redundancy. Bid to Goal and 
Pay for Performance are also being restructured in order to provide greater flexibility as the 
organization changes. At this time Water has both Pay for Performance and Bid to Goal 
programs and MWWD has consolidated their Pay for Performance and Bid to Goal into one Bid 
to Goal program. This Amendment No. 2 revises the contract from a firm fixed price to an "as-
needed" agreement on a task order basis to allow for flexibility for modifications occumng 
within the Metropolitan Wastewater and Water Departments and the potential changes within the 
Bid to Goal and Pay for Performance programs. There is no cost increase associated with this 



amendment The amendment calls for authorization to expend an amount not to exceed $515,000 
over a three year period. The total contract value over the full five year term is $792,500. 

000028 
CC; Jay Goldstone, Chief Operating Officer 

Andrea Tevlin, Director/Independent Budget Analyst 
Michael Aguirre, City Attomey 
J.M. Barrett, Director ofPublic Utilities 
Bob Ferrier, Assistant Director, MWWD 
Alex Ruiz, Assistant Director, Water Department 

PSL/psl 

G:\budget\public\Audit SupportVBid to GoalVAKT Audits\Audit Committee AKT Audit Auth 
memo final.doc 

file://G:/budget/public/Audit


c: 
o 

ro 
CD 

Bid To Goal and Pay For 
Performance Audit Results 

For Fiscal Years 2004 and 2007 

a* 
Srf 
—I 

o 
CO 
—1 
CD 

ro 
C"J 
CZ) 
CXJ 

US 



Water Department Results 
Presenter: Rod Greek, Deputy 

Director 
2007 P4P Operations Division 
2007 P4P Customer Service Division 
2007 B2G Operations Division 
2007 B2G Customer Service Division 

CD 



Wastewater Department Results 
Presenter: Darlene Morrow-

Truver, Deputy Director 
i 2007 P4P Department Wide 

i 2007 B2G Wastewater Treatment Div. 

i 2007 B2G Wastewater Collection Div. 

i 2004 B2G Wastewater Collection Div. 

CD 
CO 
CO 
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Audit Services for 
FY 2008 , 09 & 10 

Bid to Goal and 
Pay for Performance Programs 

Metro Wastewater and 
Water Departments 

Presenters: Darlene Morrow-Truver, MWWD, Deputy Director 
Rod Greek, Water Departmerit, Deputy Director 



Bid to Goal & 
Pay for Performance Contract 

• Second year extension of contract - 2 
option years remain. 

• This extension is to audit FY2008, 09 & 10 
results. 

• The consultant is AKT Certified Public 
Accountants. 

• Audit Purpose: Independent verification of 
program results. 

CD 
CD 
CO 
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Cost 

CO 

o 
CD 

CO 

Water - $257,500 
MWWD - $257,500 
Total contract value for 3 option years 
= $515,000 
Total overall value for 5 year contract 
= $792,500 



Bid to Goal Scope 

Verify accuracy of budgeted savings 
Review budget objectives 
Review "In Scope" and "Out of Scope" 
activities 
Compare results to goals & determine % 
met 
Report results 
Recommend improvements as needed 

CD 

o 
CO 
CT 



Pay for Performance Scope 
CO 
CD 
CO 
CO 

Review goals 

Verify documentation 
Report % of goals met 
Test goals via sample process 
Report results 
Recommend improvements as needed 
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000937 
T H E C I T Y O F S A N D I E G O 

OFFICE OF THE INDEPENDENT BUDGET ANALYST REPORT 

Date Issued: October 24, 2008 

City Council Docket Date: October 28, 2008 

Item Number: 103 

IBA Report Number: 08-113 

Amendment No. 2 to Agreement with AKT 
LLP for External Auditing Services 

Item 103 on the City Council Docket for October 28th, 2008 is proposed Amendment No. 
2 to the agreement with A_KT Certified Public Accountants, LLP (AKT) to perform 
auditing services for the Bid to Goal (B2G) and Pay for Performance (P4P) programs of 
the Water Metropolitan Wastewater Departments (collectively the Utility Departments). 
The IBA provides the following analysis ofthe contract agreement from its inception to 
provide a clearer understanding of past contract costs and this amendment's current 
funding request. In addition, the report highlights some ofthe issues discussed at the 
October 6th, 2008 Audit Committee meeting. 

On April 4th, 2007 the City entered into an agreement with Grice, Lund and Tarkington, 
LLP (now AKT Certified Public Accountants) to provide audil services related to the Bid 
to Goal and Pay for Performance programs for the FY 2006 program year. The original 
contract was for one year, in the amount of $112,500, with four one-year options to 
extend (encompassing FY 2007 through FY 2010). 

On October 29th, 2007 the Utility Departments requested Amendment No. 1 to exercise 
the first option year ofthe contract in an amount not to exceed $165,000, as well as to 
extend the contract for an additional three years with specified not-to-exceed costs for 
each subsequent year. The Council approved the one year extension, bringing the total 
contract value to $277,500, but required City Council approval of subsequent contract 
extensions. 

On October 6th, 2008, the Utility Departments presented Amendment No. 2 to the Audit 
Committee. As proposed, this Amendment requested authorization to expend an amount 
not to exceed $515,000 over a three year period, which would bring the total five year 

A sA 
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Office of Independent Budget Analyst 
202(Street,MS3A-Son Diego.CA92101 
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contract value to $792,500. However, the committee recommended that it be forwarded 
to Council with the recommendation for only a one year extension, in an amount not to 
exceed $170,000. If approved, this would bring the total not-to-exceed value ofthe 
contract to $447,500. An overview of actions to the agreement with the authorized 
funding is illustrated in the table below. 

Snapshot of City's Contract 
Agreement with AKT (with Start 

Date) 
Original 
Contract 

(4/4/2007) 
Amendment 

No.l 
(10/29/2007) 
Amendment 

No.2 
(10/28/2008) 

Total 

$112,500 

$165,000 

5170,000 

$447,500 

In addition, two requests for further information were made at the October 6th Audit 
Gommittee meeting. First, the Audit Committee requested a report by the Intemal 
Auditor outlinin0 the "recesses and "rocedures for the implsmentation ofthe B2G and 
P4P programs, to act as a guideline for the Utility Departments to follow to ensure 
consistency in implementing the programs and promote transparency. Secondly, upon 
conclusion ofthe audits performed by AKT, the Committee requested a report from 
Department management explaining whether or not the Departments agree with AKT's 
findings and if so, what is being done to achieve the recommendations. 

Tom Hayne 
Fiscal & Policy Analyst 

APPROVED: Andrea Tevlin 
Independent Budget Analyst 

Brittany Coppag 
Research Analyst 
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0 L' 0 0 3 9 DOCKET SUPPORTING INFORMATION 
CITY OF SAN DIEGO 

EQUAL OPPORTUNITY CONTRACTING PROGRAM EVALUATION 

107 
11/18 

DATE: October 28, 2008 

SUBJECT: AKT LLP Amendment No. 2 to Bid No. 8584-07-V - External Auditor for Bid to Goal and Pay for 
Performance Programs 

GENERAL CONTRACT INFORMATION 

Recommended Contractor: AKT Certified Public Accountants, LLP (formerly Grice, Lund & Tarkington) 

Amount of this Action: $ 170,000 

Cumulative: S 447,500 

Funding Source: CityofSanDiego 

SUBCONTRACTOR PARTICIPATION 

There is no subcontractor activity associated with this action. 

EOUAL EMPLOYMENT OPPORTUNITY COMPLIANCE 

AKT, LLT submitted a Work Force Report for their San Diego employees dated, August 20, 2008 indicating 
182 employees in their Administrative Work Force. 

The Administrative Work Force indicates under representation in the following categories: 

Black and Hispanic in Management &. Financial, Professional and Administrative Support 
Asian in Professional and Administrative Support 
Filipino in Management & Financial, Professional and Administrative Support 

EOC Slaffis concemed about the under representations in the contractor's workforce and non-participation of 
certified firms and therefore, has requested an Equal Employmeni Opportunity Plan and will continue to 
monitor the firm's effort to implement their plans. 

This agreement is subject to the City's Equal Opportunity Contracting (San Diego Ordinance No. 18173, 
Section 22.2701 through 22.2702) and Non-Discrimination in Contracting Ordinance (San Diego Municipal 
Code Sections 22.3501 through 22.3517) 

ADDITIONAL COMMENTS 

This action requests approval for Amendment No. 2 to the agreement for a change in conlract from a firm fixed 
price to an "as-needed" external auditing services. 

RLL 
S;\EOCP\All EOC DocsM 472B\AKT 102808.doc 



File. 

Dale WOFO Submilted 

Input by. 

Admin WOFO 2000 

B/20/2008 

LAD 
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availability lor Ihe following: 

S a n D l o g o . C A 

City o f San D iego /Equa l Oppor tun i ty Contract ing 

WORK FORCE ANALYSIS REPORT 
FOR 

Company: A K T LLP 

I. TOTAL WORK FORCE: 
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A & E , S c i e n c e , C o m p u t e r 

T e c h n i c a l 

S a l e s 

A d m i n i s t r a t i v e S u p p o r t 

S e r v i c e s 

C r a f t s 

O p e r a t i v e W o r k e r s 

T r a n s p o r t a t i o n 

L a b o r e r s 

C'J 
CD 
o 

CLFA 
Goals 

7.0% 

• ' •5.5%'-; 

4.5% 

•4.3% ' 

B.1% 

M 

. 0 '- r. 

1 

' o ; ,.•'• 

0 

t o •'.'-

., .0'. 
1 

0 

•>' 0 

1 

l i - * 
0 

CLFA 
Goals 

^11.9%-, 

12.6% 

1;
,Sr-.7.3*"-! 

14.8% 

20.8% 

t'36,9% 

25.8% 

'fi 38,a%;; 

32.1% 

" 54,0% 

Hltpanlc 

• i .r 

2 
- 0 •!.; 

0 

'9. t : 

0 

1° i:-
0 

*b I-
0 

,0 I 

1 

1 

;•.• 0 . 

0 

'• 0 

3 

i . o 

0 

-• 0 

0 

0 

CLFA 
Goals 

6.5% 

" ,.16,2%;'-J 

17.2% 

8.8% 

9.1% 

4,5% . 

• 4.1%T 

M 

1 

0 

0 

0 

0 

'. ' . 0, " 

" , 2 . 

2 

5 ' 0 ' 

0 

•s ' f 0 . 

2 

. ' 0 ' 

0 

•'"'"0 

0 

" 0 

CLFA 
Goals 

Amt 1 rican Indian 

•/;0.4%.' 

0.5% 

.^0.3%~ 

0.4% 

' i'0.6% , 

0.6% 

ft'lO^'' 

0.7% 

'J .0.3%: 

0.5% 

' 0,5% 

r'-ojr", 

0 

0 

' 0; r 
0 

0 : , 

0 

0 
y X o '••-

0 

0 

HOW TO READ TOTAL W O R K FORCE SECTION: 

The Information blocks In Section 1 (Tolal W o * Force) 

Identify the absolute number of the firm's employees. 

Each employee is listed in Ihelr respective ethn legend er 

and employmeni calegory. The percentages listed under 

the heading of "CLFA Goals" are the Counly Labor Force 

Availability goals tor each employment and ethnic/gender 

calegory. 

I I . EMPLOYMENT ANALYSIS 
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HOW TO READ EMPLOYMENT ANALYSIS SECTION: 

The percentages listed in ihe goals column are calculated 

by mulliplying the CLFA goals by the number of 

employees in that job calegory. Tbe number In lhal 

column represenls Ihe percentage of each protected 

group that should be employed by the fimi lo meel the 

CLFA goal. A negative number wll be showi In the 

discrepancy column fbr each underrepresented goal of at 

leasl 1 00 position. 
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Goals are set by Job categories for each protected group. An underrepresentatlon is Indicated by a negative number, but if the 
DISCREPANCY is less than -1.00 position, a N/A wil l be displayed to show there is no undorrupresentation. 



.••'JW^-TPi'S' 

C00G43 REQUEST FOR COUNCIL ACTION 
CITY OF SAN DIEGO 

1. CERTIFICATE NUMBE 
{FOR AUDITOR'S USE 

fiOS "fibs % 
107 

11/11 

TO: 

CITY ATTORNEY 
2. FROM (ORIGINATING DEPARTMENT): 

METROPOLITAN WASTEWATER AND WATER DEPTS 
3. DATE: 

8/27/2008 bW'X '« 

4.SUBJECT: 

AKT LLP Amd. No. 2 to Bid No. 8584-07-V - External Auditor for Bid to Goal and Pay for Perfonnance Programs 
6. SECONDARY CONTACT (NAME, PHONE, & MAIL STA.) 

Darlene Morrow-Truver, (858) 292-6384 
5. PRIMARY CONTACT (NAME, PHONE, 8. MAIL STA.) 

Ernie Linares, (858) 292-6309, MS:901A 
7. CHECK BOX IF REPORT TO COUNCIL IS ATTACHED • 

S.COMPLETE FOR ACCOUNTING PURPOSES 

41509 41500 9. ADDITIONAL INFORMATION / ESTIMATED COST: 

DEPT. 

ORGANIZATION 

OBJECT ACCOUNT 9544 9544 

JOB ORDER 

AMOUNT 

C-l 4164 SI 12,500-'' 
Amd. No, 1 R-303279 $165,000 
This requesl: Amd. No. 2 S170.000 

Total S447.500 

AMOUNT S70.000 i 100.000 

10. ROUTING AND APPROVALS 

11. PREPARATION OF: AGREEMENT{S) • OEED(S) 

NOTE: See Continuation Page 

11A. STAFF RECOMMENDATIONS; 

Adopt the Resolution. 

ur-

12. SPECIAL CONDITIONS (REFER TO A.R. 3.20 FOR INFORMATION ON COMPLETING THIS SECTION.) 

COUNCIL DISTRICTfSI: Citywide 

COMMUNITY AREA(S): Citywide 

ENVIRONMENTAL IMPACT: This activity is not a "project" and therefore not subject to CEQA Guidelines Section I5060Lfi)C3). 

ATTACHMENTS: Amendment No. 2 to the AKT LLP Agreement, C-14164. R-303279 

CITY CLERK INSTRUCTIONS: Please forward two copies ofthe Resolution to MWWD, MS 901 A, Attn: Rose Salarda. 

CM-1472 ftO ^ ( P ' ^ 7 M c a 9«vii*fl MSWORD2002 (REV. 2003-09-M) 



SECTION 11- PREPARATION OF; RESOLUTIONS, ORDINANCES, ETC. (CONTINUED): 

T);^Au1honzi^tfteM 
witKiAKTiC^fie^Publ^ fundsTm ân 
teo^thot tG:exceed::$'^ 
pfq^dedpth"e;|Ci§:-Au'dit6T;^d;C 
d_^pnstfating .that jiSe .funds;nece^sa^ 
^i§:Treasurer; 

2) Authorizing the expenditure in the amount not to exceed $170,000, of which S70,000 is 
from the Sewer Operating Fund and $100,000 is from the Water Operating Fund. 
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EXECUTIVE SUMMARY SHEET ^ZI^ZZIZI 
DATE REPORT ISSUED: August 27, 2008 

ATTENTION: Council President and City Council 

ORIGINATING Metropolitan Wastewater and Water Departments 
DEPARTMENT: 
SUBJECT: AKT LLP Amendment No. 2 to Bid No. 8584-07-V -

External Auditor for Bid to Goal and Pay for Performance 
Programs 

COUNCIL DISTRICT(S): Citywide 

STAFF CONTACT: Patrick Lane (858) 654-4247 

REQUESTED ACTION: 

AdoptMe3R^olutipn.; 

STAFF RECOMMENDATION: 
Adopt the Resolution 

EXECUTIVE SUMMARY: 

The Metropolitan Wastewater (MWWD) and Water (WD) Departments engage^in operational 
optimization and cost savings programs. More specifically, both departments implement "Bid 
to Goal" (B2G) and "Pay for Performance" (P4P) Programs to create incentives for employees to 
participate in identifying and creating cost savings and ongoing operational improvements that 
benefit the rate payers. In part, these programs have benchmarks and goals that when met or 
exceeded will also result in incentive pay for employees. 

The program requires independent verification that the goals, savings and targets were met to 
substantiate the incentive payments. In the early program years, the departments utilized City 
staff from the Audit Division ofthe Auditor & Comptroller's Department to verify the 
performance. The City Auditor is not able to provide the service at this time. In Fiscal Year 
2007, the City entered into agreement with the accounting firm of Grice, Lund and Tarkington, 
LLP (now doing business as AKT Certified Public Accountants) to verify both B2G and P4P 
results for the Fiscal Year 2006 program year (C-14164). The original contract award to AKT 
Certified Public Accountants (AKT) was for one year with four option years. The City exercised 
option 1 via Amendment No. 1 (R-303279). 

In addition, both MWWD and WD Departments are currently combining services in order to 
streamline operations and remove redundancy. B2G and P4P are also being restructured in order 
to provide greater flexibility as the organization changes. At this time, WD has both B2G and 
P4P Programs and MWWD has consolidated their B2G and P4P into a B2G Program. This 
Amendment No. 2 revises the contract from a firm fixed price to an "as-needed" contract on a 
task order basis to allow for flexibility for modifications occurring within MWWD and WD 
Departments and the potential changes within the B2G and P4P Programs. This amendment also 
increases the current value by $170,000, for a new total not to exceed contract amount of 



C G 0 0 A 6 
$447,500, and extends the contract duration by one additional year. 

FISCAL CONSIDERATIONS: 
This action includes potentially five (5) audit components. In accordance with the proposal, the 
five audit components are to be completed on an "as-needed" task order basis for a total not-to-
exceed amount of $170,000. Funding is available in the amount of $70,000 from the Sewer 
Operating Fund and in the amount of $100,000 from the Water Operating Fund. This action is 
funded from sewer and water revenue rates only. 

PREVIOUS COUNCIL and/or COMMTTTEE ACTION: 
R-303279 
This action was discussed at the City Council Audit Committee on October 6, 2008. MWWD 
and WD Staff requested a contract extention for the three remaining years. The Audit 
Committee elected to recommend to the full Council a one year extension. 

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS: 
None 

KEY STAKEHOLDERS & PROJECTED IMPACTS (if applicable): 
Participating Employees and their respective employee groups, to include: San Diego Municipal 
Employees Association and AFSCME Local 127. 

AKT, LLP 

g Department 
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The City of San Diego 
CERTIFICATE OF CITY AUDITOR AND COMPTROLLER 

CERTIFICATE OF UNALLOTTED BALANCE 
ORIGINATING 

AC 
DEPT.' 

NO.: 

2900257 

1 HEREBY CERTIFY that the money required for the allotment of funds for the purpose set forth in the foregoing 
resolution is available in the Treasury, or is anticipated to come into the Treasury, and is otherwise unallotted. 

Amount: 

Purpose: 

Fund: 

Date: By: 
AUDITOR AND COMPTROLLER'S DEPARTMENT 

ACCOUNTING DATA 

ACCTG. 
UNE 

CY 
PY FUND DEPT ORG. , ACCOUNT JOB ORDER 

OPERATION 
ACCOUNT BENF/ EQUIP FACILITY 

TOTAL AMOUNT 

AMOUNT 

FUND OVERRIDE U 

CERTIFICATION OF UNENCUMBERED BALANCE 

I HEREBY CERTIFY that the indebtedness and obligation to be incurred by the contract or agreement authorized by 
the hereto attached resoiution, can be incurred without the violation of any of the provisions of the Charter of the City of 
San Diego; and I do hereby further certify, in conformity with the requirements of the Charter of the City of San Diego, that 
sufficient moneys have been appropriated for the purpose of said contract, that sufficient moneys to meet the obligations 
of said contract are actually in the Treasury, or are anticipated to come into the Treasury, to the credit of the appropriation 
from which the same are to be drawn, and that the said money now actually in the Treasury, together with the moneys 
anticipated to come into the Treasury, to the credit of said appropriation, are otherwise unencumbered. 

Not to Exceed: $70,000.00 

Vendor: AKT Certified Public Accountants 

Purpose: 

Date: 

Authorizing the expenditure of funds for the as needed task orders for the bid to goal and pay for 
performance programs (AKT Audit Services). 

October 14, 2008 
AUDITOR AND COMPTROLLER'S DEPARTMENT 

ACCOUNTING DATA 

ACCTG. 
LINE 

001 

CY 
PY 

0 
FUND 

41509 

1 

DEPT ORG. ACCOUNT 

9544 
JOB ORDER 

OPERATION 
ACCOUNT BENF/ EQUIP FACILITY 

TOTAL AMOUNT 

AC-361 (RE V2-92 ) 

AMOUNT 

$70,000.00 

$70,000.00 
FUND OVERRIDE Q 

AC 2900257 
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The City of San Diego 
CERTIFICATE OF CITY AUDITOR AND COMPTROLLER 

CERTIFICATE OF UNALLOTTED BALANCE 
ORIGINATING 

AC 
DEPT." 

NO.; 

2900260 

I HEREBY CERTIFY that the money required for the allotment of funds for the purpose set forth in the foregoing 
resolution is avaiiable in the Treasury, or is anticipated to come into the Treasury, and is otherwise unallotted. 

Amount: 

Purpose: 

Fund: 

Date: By: 
AUDFTOR AND COMPTROLLER'S DEPARTMENT 

.ACCOUNTING DATA 

ACCTG. 
LINE 

CY 
PY FUND DEPT ORG. ACCOUNT JOB ORDER 

OPERATION 
ACCOUNT BENF/ EQUIP FACILITY 

TOTAL AMOUNT 

AMOUNT 

FUND OVERRIDE U 

CERTIFICATION OF UNENCUMBERED BALANCE 

I HEREBY CERTIFY that the indebtedness and obligation to be incurred by the contract or agreement authorized by 
the hereto attached resolution, can be incurred without the violation of any of the provisions of the Charter of the City of 
San Diego; and I do hereby further certify, in conformity with the requirements of the Charter of the City of San Diego, that 
sufficient moneys have been appropriated for the purpose of said contract, that sufficient moneys to meet the obligations 
of said contract are actually in the Treasury, or are anticipated to come into the Treasury, to the credit of the appropriation 
from which the same are to be drawn, and that the said money now actually in the Treasury, together with the moneys 
anticipated to come into the Treasury, to the credit of said appropriation, are otherwise unencumbered. 

Not to Exceed: $100,000.00 

Vendor: 

Purpose: 

Date: 

AKT Certified Public Accountants 

Authorizing the expenditure of funds for the as needed task orders for the bid to goal and pay for 
performance programs (AKT Audit Services). 

AUDITOR AND COMPTROLLER'S DEPARTMENT 

ACCOUNTING DATA 
ACCTG. 

LINE 

001 

CY 
PY 

0 
FUND 

41500 
•DEPT ORG. ACCOUNT 

9544 
JOB ORDER 

OPERATION 
ACCOUNT BENF/ EQUIP ' FACILITY 

TOTAL AMOUNT 

AC-361 (RE V2-92 ) 

AMOUNT 

$100,000.00 

$100,000.00 
FUND OVERRIDE [ ^ 

AC 2900260 
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(R-2009-423 Corr.) 

RESOLUTION NUMBER R-. 

DATE OF FINAL PASSAGE 

A RESOLUTION OF THE CITY COUNCIL AUTHORIZING 
A SECOND AMENDMENT WITH AKT CERTIFIED PUBLIC 
ACCOUNTANTS FOR AS-NEEDED AUDITING SERVICES 
IN CONNECTION WITH THE CITY'S BID TO GOAL AND 
PAY FOR PERFORMANCE PROGRAMS. 

WHEREAS, the Water Department and Metropolitan Wastewater Department instituted 

cost savings measures known as bid-to-goal and pay-for-performance programs, which require 

independent audit; and 

WHEREAS, AKT Certified Public Accountants (formerly Grice, Lund & Tarkington) 

have provided such independent audit services and the City wishes to continue the services on 

an as-needed basis for three years; NOW, THEREFORE, 

BE IT RESOLVED, by the Council ofthe City of San Diego, that the Mayor or his 

designee is authorized to execute, for and on behalf of the City, a second amendment to the 

agreement with AKT Certified Public Accountants, LLP for as-needed external auditing services 

regarding the bid-to-goal and pay-for-performance programs ofthe Water Department and the 

Metropolitan Wastewater Department, under terms and conditions set forth in Amendment No. 2, 

on file in the office ofthe City Clerk as Document No. RR- . 

BE IT FURTHER RESOLVED, that the expenditure of an amount not to exceed 

$170,000 is authorized, solely and exclusively to provide funds for the above Amendment No. 2, 

to be expended as follows: $100,000 from Water Operating Fund No. 41500 and $70,000 from 

Sewer Operating Fund No. 41509. 

-PAGE 1 OF 2-
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(R-2009-423 Corr.) 

BE IT FURTHER RESOLVED, that the above activity is not a project and therefore is 

not subject to the Califomia Environmental Quality Act pursuant to CEQA Guidelines section 

15060(c)(3). 

APPROVED: MICHAEL J. AGUIRRE, City Attomey 
/ / ^ 

•kCL By 
Thomas C. Zeleny ^ 
Deputy City Attorney^ 

TCZ:mb 
09/30/08 
10/15/08 Corrected 
Cert.No:2900260-Water 

and 290025 7-MWWD 
Or.Dept:Water/MWWD. 
MWD-9015 
R-2009-423 

I hereby certify that the foregoing Resolution was passed by the Council ofthe City of Diego, 

at its meeting of . 

ELIZABETH S. MALAND, City Clerk 

By 
Deputy City Clerk 

Approved: 
(date) JERRY SANDERS, Mayor 

Vetoed: 
(date) JERRY SANDERS, Mayor 

-PAGE 2 OF 2-



O 'J \J J O O ORIGINAL 

AMENDMENT NO. 2 
TO THE 

. AGREEMENT 
BETWEEN 
AKT LLP 

.ANDTHE 
CITY OF SAN DIEGO 

FOR THE EXTERNAL AUDIT OF 
BID TO GOAL AND PAY FOR PERFORMANCE PROGRAMS 

This Second Amendment for the external audit of the Bid to Goal and Pay for Performance 
Programs of the Water and Wastewater Departments is made by the City of San Diego, a 
municipal corporation ("City") and AKT LLP (formerly Grice, Lund & Tarkington), with offices 
located at 5946 Priestly Drive, Suite 200 Carlsbad, Califomia, 92008, individually referred to as 
"Party" or collectively as "Parties." 

RECITALS 

A. WHEREAS, on April 4, 2007, the City entered into a Lump Sum Agreement (the original 
of which is on file in the Office of the City Clerk as Document No. C-14164 and which was 
solicited by means of Request for Bid No. 8584-07-V External Auditor for Bid to Goal and Pay 
for Performance Programs) with AKT LLP ("Consultant") for the 2006 audit ofthe Bid to Goal 
and Pay for Performance Program ofthe City's Water and Wastewater Departments; and 

B. WHEREAS, on December 5, 2007, the City and the Consultant mutually agreed to 
amend the Agreement and entered into Amendmenl No. 1 (the original of which is on file in the 
Office ofthe City Clerk as Document No. RR-303279), to revise the corporate name and to 
exercise an option year; and 

C. WHEREAS, the Water Department and the Metropolitan Wastewater Department 
(MWWD) are in the process of restructuring their respective organizations to combine and 
streamline services and are re-evaluating their Bid to Goal and Pay for Performance programs in 
conjunction with the restructuring; and 

D. WHEREAS, the parties have mutually agreed lo restructure the remaining options years 
from a Lump Sum Agreement to an As Needed Agreement on a Task Order basis lo allow for 
flexibility for modificalions occurring within MWWD and the Waler Department and the 
poiential changes within Bid lo Goal and Pay for Performance; and 

NOW, THEREFORE, in consideration of the recitals and mutual obligations of the Parties as 
herein expressed, the City and the Consultant agree as follows: 



000954 
SECOND AMENDMENT 

1.0 Add new Section 1.1 as follows: 

1.1 Fiscal Year 2008. For Fiscal Year (FY) 2008, the Consultant under the. 
general supervision ofthe Mayor or designee, shall provide auditing services for the Bid 
to Goal and Pay for Performance Programs of the Water Departmenl and MWWD on a 
Task Order basis. "Task Order" means the written authorization issued by the City and 
signed by the Mayor or designee, directing the Consultant to perform a specific Scope of 
Work. The Consultant shall provide all management-, supervision, labor, services, 
facilities, material, equipment, tools, utilities, and supplies necessary to complete the 
Task Order. The Consultant shall immediately notify the City in writing if it believes the 
Scope of Work needs to be changed to accomplish the purpose of a Task Order. The 
notification shall include the facts, events or circumstances necessitating such change and 
its impact on the Project's cost and schedule. 

2.0 Add new Section 2.1 as follows: 

2.1 Fiscal Year 2008. For FY2008 audits, the City will pay the Consultant an 
amount not to exceed $170,000 on the basis of Task Orders issued by the Cily. 
Consultant shall be compensated on an hourly basis at a rate not to exceed those set forth 
in the Billing Schedule attached to this Amendment as "Attachment A." Total 
compensation for any Task Order shall not exceed the amount set forth therein. 

3.0 Add new Section 3.1 as follows: 

3.1 Task Orders. The Consultant shall complete each Task Order according to 
the schedule set forth therein. The Consultant shall immediately notify the City in 
writing, upon learning about any potential cause which may impacl the schedule for any 
Task Order. The Consultant shall provide a detailed description of the potential cause 
and an estimate of its impact on the Task Order's cost and schedule in the written notice. 

4.0 Through this Amendment No. 2, the City is exercising an option year pursuant to Section 
II.D of Exhibit A ofthe Agreement. For FY 2008 audits, this Amendment No. 2 shall be 
effective for issuing new Task Orders for no more than an additional twelve months from 
the date of its execution by the CITY. "Active" Task Orders, which are not complete by 
the end of this twelve month period, shall continue as required to complete the Task 
Order. 

5.0 In accordance with Exhibit A, Section II1.E ofthe Agreement, the City may add, remove, 
or re-define Work Groups in each Task Order. 

6.0 This Amendment No. 2 to the Agreemenl shall affect only the page(s) and paragraph(s) 
and/or terms and conditions referred lo herein. All other terms and conditions of the 
Agreement and prior amendments shall remain in full force and effeci. 

Auditing Services 2 AKT 
Amendment No. 2 City of San Diego 



C00955 
IN WITNESS WHEREOF, this Amendment is executed by the City of San Diego, acting by and 
through its Mayor or his designee, pursuant to Resolution No. R- authorizing such 
execution, and by the Consultant through it authorized officer. 

AKT LLP CITY OF SAN DIEGO 

By: A u £. ( A + t •*=L*dJd2-

Name: ^AwV C • L B C ^ / ^ S / T - ^ ^ 

By:. 
Tammy Rimes 
Assistant Director 

Date: 

Date: / 0 / ^ - ? / o f 

I HEREBY APPROVE the form and legality 
ofthe foregoing Agreement this day 
of , 2008. 

MICHAEL J. AGUIRRE, City Attorney 

By:. 
Deputy City Attomey 

Auditing Services 
Amendment No. 2 

AKT 
CilyofSan Diego 



Billing Schedule 

For 

A K T LLP 

ATTACHMENT A 
Amendmenl No. 2 

Aususi 11,2008 

Pricing for MWWD's 6/30/08 Program 

. Hi 
Staff S 
Senior $ 
Manager $ 
Partner $ 

"RrTci nq •.for"a SaiFioi 

Staff $ 
Senior $ 
Manager S 
Partner $ 

Duriv Rate 
125 
175 
215 
375 

2008 
Hours Total 

154 •$ 19,250 
78 $ 13,650 

104 $ 22,360 
14 $ 5,250 

350 $ 60,510 

t i r ; ' i "v ' ' * - 1 =^ S f ; 'K r7 I , " l : ^ : v " , f " i •*'^TO*I.*'"-,-iiJ.:s,-i«,,';,:V;Vi 

nal-consult inq services^--.;•;•••^••^:: 
Hourly Rate 

2008 
125 
175 
215 
375 

2009* 2010* 
$ 131 $ 138 
$ 184 $ 193 
$ 226 $ 237 
S 394 S 413 

Hou 
S 
S 
$ 

s 

* Estimated based on annual cost of living increases. 

i r lvRate 

i Rri c m d • f6 ri Water-'Denartmerit-One rati ons'iDivi sion''- B i tRo-G oal 

Hourly Rate 
Staff $ 
Senior S 
Manager $ 
Partner $ 

125 
175 
215 
375 

2008 
Hours Total 

-
47 8,225 
60 12.900 

5 1,875 

131 
184 
226 
394 

i 

mm 
Hourly Rate 
S. 
$ • 

$ 
$ 

131 
184 
226 
394 

2009 
Hours 

154 
78 

104 
14 

350 

2009 
Hours 

-
47 
60 

5 

Total 
S 20,213 
$ 14,333 
$ 23,478 
$ 5,513 
$ 63.536 

Total 
-

8,636 
13,545 

1,969 

Hourlv Rate 
S 

s 
s 
s 

138 
193 
237 
413 

Hourlv Rate 
S 

s 
$ 
$ 

138 
193 
237 
413 

2010 
Hours 

154 
78 

104 
14 

350 

2010 
Hours 

-
47 
60 

5 

Total 
$21,223 
$ 15,049. 
$ 24,652 
$ 5.788 
S 56.712 

Total 
-

9,068 
14,222 
2.067 

112 23.000 112 24.150 112 25,358 

HPricmq.forWatenDepartment^Operations'DivisionRavTfor-Berformanceg-^'^al 
2008 2009 2010 

Staff 
Senior 
Manager 
Partner 

- RrTcin a f orlWa1 

Staff 
Senior 
Manager 
Partner 

Hourlv Rate 
$ 
S 

s 
s 

t e r Deo ar 

125 
175 
215 
375 

Hours 
70 
40 
25 

5 
140 

Total 
8,750 
7,000 
5.375 
1,875 

23,000 

ttnent Customer-Sup bort Di\ 

Hourlv Rate 
$ 
S 
S 
$ 

125 
175 
215 
375 

2008 
Hours 

4 
31 
80 

5 
120 

=;Rriciriq f o r Water Deoartment Customer Si 

Staff 
Senior 
Manager 
Partner 

Hourlv 
S 
S 

s 
s 

Rate 
125 
175 
215 
375 

2008 
Hours 

30 
80 
25 

5 

Total 
500 

5.425 
17.200 

1.875 
25,000 

Hourly Rate 
$ 
$ 
S 
$ 

rt'sioiv 

131 
184 
226 
394 

Bidrto-Go, 

Hourlv Rate 
$ 
S 

s 
$ 

j Dobrt-Division 

Tota l 
3,750 

14,000 
5,375 
1.875 

131 
184 
226 
394 

Hours 
70 
40 
25 

5 
140 _ 

2009 
Hours 

4 
31 
80 

5 
120 

Pav-for-Rerforrnarice 

Hourlv Rate 
S 

s 
s 
s 

131 
184 
226 
394 

2009 
Hours 

30 
. 80 

25 
5 

Total 
9.188 
7,350 
5.644 
1.969 

24.150 

Total 
525 

5,696 
18,060 

1.969 
26.250 

" . " - . • " - ' : ' . ? . ' ' , •••' 

Total 
.3,938 
14,700 

5,644 
1.969 

Hourlv Rate 
S 
$ 
$ 
S 

138 
193 
237 
413 

Hourlv Rate 
$ 
S 
$ 

s 

138 
193 
237 
413 

Hourlv Rate 
S 

s 
$ • 

s 

• 138 
193 
237 
413 

Hours 
70 
40 
25 

5 
140 _ 

2010 
Hours 

4 
31 
80 

5 
120 _ 

2010 
Hours 

30 
80 
25 

5 

Total 
9,647 
7.718 
5,926 
2.067 

25.358 

Total 
551 

5,981 
18,963 
2,067 

27,563 

Total 
4,134 

15,435 
5,926 
2,067 

140 25,000 140 26,250 140 27,553 


