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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

X Reviewed [ Initiated By Audit  On 10/06/08 ltem No. &

REGOMMENDATION 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 1 1, 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—UPQN PROCED URES

Tirm: Berteh, Director 7
Metropolitan Wastewater Department
8182 Topaz Way

San Diego CA 92123

We have perfarmied the procedures enumerated below, which were agreed to by the City of San

Diego, solely to assist you with respect to the Metropolitan Wastewater Department (MWWD) Pay

for Performance Program for the year ended June 30, 2007. MWWD i§ responsible for the
progedures perforned on MWWO's Pay for Perforrnance ngmm This agreed-upbn: procedures
engagement was. conducted in aucordance with attestation standards established by the
_American Institute of Certified Public Accouritants, The' sufficiency of these procetures-is-solely—— -
the responsmrtrty of these partigs specified in fhe report, Cnnsequenﬂy we make no
representailon regarding the sufficiericy of the prosedures described below either fir the purposs

for which this report has been requested or for any other purpose,

We perforied the fo!lowmg procedures'

1.+ We reviewed the goals provided by MWWD and compared them 1o the goals presented
in the goal surmariés at the beginning of the fiscal year.
We judgmentally selected a sample of goats for testing based on the resuits reported by
management, the complexify of the goal, and the restilts of prior year testing,
- We testad 21 of the 39 goals provided to us by MWWD indicated as met or partrally mat,
ahd reviewed the supporting doctimentgtion to verify goal achievement
We calculsted the percentage of goals met, per audit, and verified that thgy agreed wrth
fhe percentages reported by MWWD.
We recalcufated the departmental savings.
We followed-up on prior audit recommendaliois.
We identified practices and procedures to assist MWWD in improving Tuture Pay for
" Performance Pragram Reporfing.
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Qur fi intfings. and recommendations refitéd to the Pay for Performaricé Program for the year
ended June 30, 2007 are included in a separate report provided to MWW,

We were net engaged to, and did not conduct an avdit, the objedfive of which would tie the
expressian of an opinion, on the Pay for Performance Program. Adcordingly, we do not express
such an epinion. Had we performed addfitional procedures, other matters might have come to our
attention that would have been reported to you.

This f&port is intended solely fof the information and use of the City of San DJEQO and the
Nietropolitan Wastewater Department and is not intended to: be and shouid rigt be used by
anyane ather than these specified parties.

ART Lo

Carlsbad ,Cali‘fomia’_‘
December 11, 2007
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Dec_;ember 11, 2007

Tim Bertch, Director 7 '

Metropolitan Wastewater Department
'SUBJECT; PAY FOR PERFORMANEE VERIFICATION OF GOALS
PERIO: FISGAL YEAR 2007

PURPOSE: ™~ T e e

) To vérily that adequate doclirentation supports reported peroarﬁages of goals “met” or

Wommebini e prven§ #
pefuduy ol

o . Toverfy Depaitmental savings reported,

. To Ldent;fy practices and procediifés to assist Metropolitan Wastéwater Department in
improving future Pay for Perfolmatice program reporfing. '

PROCEDURES:

¥ Compared godls reported on at fiscal year end 0 goals presented in g goal summanes at
the beginnirg of the fiscal year,

. Judgmeittally selected a sample of goals frofm each division for testing based on the resulfs
reported by management, the compléxity of the goal, and the results of prier year testing:

* Caiculated percentages of goals fet, per audit.

+  Recalculated Departmental sévings, per audit

N Reviewed prigraidil recommendations.



100585

v
SUNIMARY:

Metropolitan Wastewatsr Department (MWWD) indicated 39 of the 48 goals that comprise the fiscal year ?.007
Pay for Performance Program were met or partially met. We tested 21 of the-39 goals (54%}) to dete_nmne if
adequate supporting documentation exists to substantiate the status of those goals. One department-wide goal
was tested and was weighted as five goals, as it appears in all 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 percentdges below: ' .

) % Met per | % Met per
Division MWWD - Audit Difference
Engineering and Program
Management 59.82% 63.38% 3.57%
Environmental Monitoring
and Technical Services 82.81% | 82.81% 0.00%
Administrative Services 89.83% 82.69% _{7.14%)
-| Wastewater Treatment 70.00% 67.87% 1 {2.13%) -
Wastewater Collection 54.76% 55.48% -

| 0.73%
FINDINGS AND RECOMMENDATIONS:
Finding 1:

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

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 foward goal achievement.
During our review, we identified that PS2 felt below the minimum reguirement 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, . . -

Recommendations:

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 catculation method.

~ Finding r'H

Administrative Services {Admin) Division's goal number three was reporied 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 information being available 85% of the time.” The supporting schedules provided
by the goal contacts indicated that these statements were prepared within 10 business days of month end, not
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 85% of the time is not attainable.
For example, just one statement not prepared 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 exampile, 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 bsing avallable for 12 of the 13
periods.” In addition, the goal criteria should be clearly communicated to employees invoived with performing,
admintstenng and reporting of goal requirements.

Fmding [

Wastewater Collection (WWGC) Division's goa! number five was reported as partlaily 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
acmevement will be determined by the following:

« Complete an average of 80 sewer mainflateral job activities per month or more while achieving a

lineal footage average of 10 lineal feat or more per activity

o Perform work on an average of 52 manholes per month

o CCTV an average of 10 miles of sawer main monthly
The average CCTV footage was reported at 8.64 miles per month. Acconding to the goal summaw. this level of
activity qualifies for 25% goal achievement, The summary of goal results genaerated 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 the feet inspected to DaTy Activity Sheets. Of these 40 selections, two days did not agree with the Daity
Activity Sheets with a net variance of 356 feet. When projecling the emor-across the entire population, the
average miles per month decreases to 8.57. This level of activity still results in 25% of goal achlevement.

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. Also, supporting documentation and
_summaries shouid 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 resuits of our review did not agree with the status of the goal achievement.

Goal number thres states *Achieve defined project m:lestones 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

Engineeriﬁg 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 calculated based on 25 milestones met out of 27 resulting in 82.6% achievement. Therefore, 75%
achievement of goal number three was reached.

. Recommendations

All relevant information, including administrative relief, should be oons:dered when calculating results and - goal
achtevement
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Finding 5:

- Environmental Monitoring and Technical Services (EMTS) Division’s goal number eight was reported as partiafly

met with 75% achievement. Although we agree with the status of the goal achievement, our procedures identified
errors in the calcutation and several areas for improvement.

Goal number eight states *Complete all Performance Testing Studies with Acceptable Results.” The goal further
states that to obtain 100% achisvement, all Divislon laboratories should obtain provider reported results within
certified providers standards (“acceptable” or "Check for Error”) on 100% of determinations reported on
performance testing studies during FY 2007.. The goal summary did not specify how to calculate the percentage
met. The calkeulation could be done by an overall percentage, percentage by faboratory, 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:

_Claarly define all goal specifications and provide examples of how to perform calculations to avoid reporting

uncertainties. - .
Finding 6:

WWT Division's goal number seven weas reporied 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 goat further stetes that "all first, second, and thirdHevel supervisors, who have fieets equipped with GPS/AVL
units, will be frained in the VTRAC system by June 30, 2607 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 afler the due date, The goal contacts indicated that the original Tist was completed within the goal

specifications, but no documentation could be produced that indicated the fist was created by September 1, 2006.

Recgmiﬁ;r-ldations:

Ensure that all reported results can be fully substantiated with supporting documentatlon that includes dates and

-signatures of the responsible parties,

- Finding 7

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

. Savings per Savings per Over Claimed
Division NWWD Audit Savings

Engineering and Program
Management $34,110 324,254 {32,856
Environmental Monitoring
and Technical Services $2,858,774 $2810,158 (548,616
Information and : : .
Organizational Support 53,364,592 $3,364,592 $0
Services and Contracts $6,433,630 $6,173,352 ($260,278)
Operations and ' :
Maintem_mce ' 36,277,820 36,272 141 {$5,779
Wastewater Coflection $8.048.741 | - $7.829,050 ($2158,691
Totals $27,017,767 $26,473,547 {$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, MWWOD reduced current year tolal costs with encumbrances that were recorded in
pravious and future years. These encumbrances were not reflected in the cument year total costs, therefore,
they should not have been used to reduce the total costs in the calculation. Also, we identified errors where
MWWD reduced cument year total costs with encumbrances that were released prior to year end. These
encumbrances were already removed from the curment year total costs, therefore, they should not have been
used to reduce the total costs in the calculation,

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

Recommendations:

"We recommend that all adjustments to either the budget or actual costs reported in the budgetary savings

calculation ba carefully reviewed. This includes.a more detailed review of encumbrances released to
spacifically 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 aiso recommend being very consistent with the usage of days versus

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

7 Recommendation 2:

Some of the goals tested were very difficult to audit. Goals should be established that can be easily
substantiated. Internal controls need to be in place fo mitigate the possibility of any false or tampered
information and goals should be set where entire populations are easily determined and tested Goals should
be clearly defined to avcud vagueness that is left up-fo 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 alt instances where changes in circumstances greatly impacted the
chance of achieving the goals. Wé recommend that whenever there are significant organizational changes, it
shoutd 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 resutted 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 tha‘t did not oecur.

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 anyene other than these specified parties,

Abt7 ce P

AKT LLP
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CLARLSIALE 594G Priesily Dr. Ste. 200, Carlshud, CA 92008.8848
phone 760.431.8430 fnx 7680.431.9052

INDEPENDENT ACCOUNTANTS’ REPORT -
ON APPLYING AGREED-UPON PROCEDURES

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

We have performad the procedures enumerated bealow, 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 far the year ended June 30, 2007. The Division is responsible for the
procedures performed on the Division's Pay-for-Performance program. This agreed-upon
procedures engagement was conducted in accordance with attestation standards established by
the American Insfitute 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 repori 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 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 resulis reported by
management, the complexity of the goal, and the results of prior year iesting.

3. We tested 18 of the 29 goals reported as met or partizlly met by the Divisien, and
raviewed the supporting documentation to verify goal achievement.

4. We calculated the percentage of goals met, per audit, and venfed 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.

Qur findings and recommendations related to the Pay-for-Performance program for the year
"~ ended June 30, 2007 are included in a separate repon 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 not express
such an epinion. Had we performed additional 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 Water
Operations Division and is not intended {o be and should not be used by anyone other than these
specified parties. .

AK7T LLF

Carlshad, California
December 27, 2007
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CARTSBAD 5945 Priestly Dr., Ste, 200, Carlshad, CA 92008-8848
phone 750.431.8440 fax 780.431,9052

December 27, 2007

Jim Fisher, Deputy Director

Water Department Operations Division
2797 Caminito Chollas

San Diego, CA 82105

SUBJECT: PAY FOR -PERFORMANCE VERIFICATION OF GOALS

PERIOD: FISCAL YEAR 2007

» To vefify adequate documentation supporis reported percentages of goals “met” or “partially-
‘met.”

» To identify practices and procedures to assist Water Department Operaticns Dmsnon 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.

« Calculated percentages of goals met, per audit.

~«  Reviewed prior audit recommendations. '
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SUMMARY:

Water Department Cperations Division (Water Ops) indicated 28 of the 29 goals that comprise the fiscal
year 2007 Pay for Parformance Program were met or partially met. We tested 18 of the 29 goals (52%)
te determine it adequate supporting documentation exists to substantiate the staius of those goals. Of
the 18 goals we tested, we agree with the status reported for 17 goals as met, with a variance on the
other goal. Payouts should be based on the percentages below:

% Met per| % Met per

Functional Area ' Water Ops Audlt Difference
Administration Support | 51.67% 91.67% | 0.00%
Construction . 100.00% [ 100.00% 0.00% Jﬂ
Production Enginegring _ 100.00% | 100.00% 0.00%

Facility Information Management Section 83.33% 66.67% {16.66)%

Systems Operations / Facility Maintenance 100.00% 100.00% 0.00%
Systems Operations / Optimization 100.00% | 100.00% 0.00%
Reservoirs and Recreation 7 ' 190.00% 100.00% 0.00%
Safety 100.00% { 100.00% 0.00%
Environmental Management 100.00% | __100.00% 0.00%
Water Laboratory [ Treatment Plants 100.00% | 100.00% 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 20%
of ali work orders into SWinM 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 completed on
the same day for the work order to count towards goal achievement. FIMS reported 70,859 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 reporied 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 wark orders and those entered within one day. Also, the goal contact reported
the goal activily as if the 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 errar across the entire population, the
percentage decreases to 85.8%, resulting in 50% goal achievernent,

Bl a. ow A FBhae S0V S a7 e Lot . “-
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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 finaiizing 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. If there is any confusion about the population or the exact criteria of the goal, the personnel
responsible for calculating goal achievemeni shouid resolve- this before submitting results to
management. FIMS' document retention policy should be revised to ensure proper support is
maintained. .

Finding 2:

Water Laboratory / Treatmenr 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% goa! achievement,

Recommendations:

Y | ba o ot ot § e e
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documentation should

The nnnl should ba revised to inzlude 2 procedure to substantiate whether or

recewed a State or County DHS Primary MCL violation during the period. This

be provided during fieldwork as support that there were no MCL violations.
Finding 3:

VWater Laboratory 5 goal number two was reported as met. Although we agree with the status of the
goal achievement, our procedures identified areas for lrnprovement

Goal number two states “Maintain costs of certain tests at or below costs of private labs.” it further
states "control Jab costs will 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 De! 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 fabs were obtained every six months. In addition,
Water Laboratory calculated results using the lowast control lab cost.instead of the average cost. The
differences between average and lowest cost are.as follows:

Test Lowest Cost | Average Cost Difference
CsT $15.00 $22.50 (37.50}
MPN $45.00 $46.50 {$1.50)
QT-CST $35.00 $40.00 ($5.00)
EPA 525.2 $250.00 $300.00 {$50.00)
EPA 300 $90.00 $86.25 ($6.25)
Alkalinity $15.00 . $21.25 (86.25)

The Management Scorecard Report listed the control fab cost for QT-CST as $90.00. The supporting
data provided to AKT for {est work reporied the lowest cost as $35.00 and the average cost as $40.00.
Although the difierences in cost were emors, they did not impact the status of the goal achievement.
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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 list 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 (Admln) 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 reporied 1,326 customer inquiries received during the period and 1,258
responded to within one business day, resuiting in a 94.9% completion rate. The database provided by
Admin reported 1,308 customer inquiries received during the pericd 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 levei 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 of all customer inquirfes during the pericd.

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.

Finding &:

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 werking 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 achievemeant 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 idenfified 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 results in
100% goal achievement,

Recommendations:

. Construction should run SWIM database reports once the data eniry for the fiscal 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, shouid be identified in the database and excluded from the
caiculation. 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 caiculation by the software are identical.
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Finding 6:

Systems Operations / Optimization's (Optlm[zatlon) 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 wilt result
in goal achievement. Optimization reported 457 inspections were completed in the perind 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 decument retention policy should be revised to ensure proper support is maintained.
Prior to finalizing the goal results, Optimization should compare the inspection workshests 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 improvernent,

Goal number two states “Complete routine property and watershed inspections.” The goal further
specifies that completion of greater than or equal to 80% of the mspecnons as scheduled will result in
goal achievement. Reservoirs n‘EpGucu 33% of routine property and walershed lIlbpb‘LllOﬂS were
completed on time. During our test work, one of the 40 inspection warksheets listed in the inspection
log as having been completed on time could not be located. When prdjecting this error across the entire
pcpulation, the percentage decreases to 80.7%. Thls level of activity still results in 100% goal
achievement.

meas v

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 worksheeis with the inspecticn
logs, to ensure accuracy.

Finding 8:

Environmental 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 1SO-related SOPPs will result in

- goal achievement. As part of the.criteria for achievement the goal states, “as of July 1, 2006 there are

70 1SO-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 84 SOPPs, and 54 were reviewed. Buring our test work, 4 of the 54 SOPPs indicated they
needed io be revised, but had not been revised as of June 30, 2007. This resulted in 50 out of 61
SOFPs being reviewed for an 82% completlon 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 81) SOPPs to be reviewed and
revised If necessary. When the population decreased by 12.8%, this should have been caonsidered in

" determining if the target percentage was still challenging. At present,.only 46 SOPPs would need fo be

reviewed to achieve the minimurm 75% target. If the 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 goals, the population was defined as 2 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 goat summaries. If goal criteria change during the year,
we recommend the goal be revised and approved o reflect those changes. If the population is likely to
change, the goal could aise be worded {o 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 |T 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
narformance geals. Several goals we tested were achieved by a substaniial margin, We recommend
establishing goals that are challenging to-employees to promote increased operational performance.

Recommendation 4:

Gaeals 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 dateltlme stamp that measures when the clock
staris 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 surmmmary 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 fo obtain the data
3. A description of the data used 1o irack the goat {such as work orders and related work codes)
4. Any other information required fo re-create the report at'a later date

We recommeand that this information be collected by one individual, and be signed off as parnt of the
goal achievement. This will ensure accountability for tracking the goal achievement.

LAt a5t - T L stichase e Swaladi it e A S e TRGNPRNIET ¥ % W WP~ LRI P 1 ST S L TR . -
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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 guidelines
on the intent of the goal, how the goal will benefit the Division, and the documentation that will
substantiate goal achisvement. This information should be prowded and conveyed to all employees
involved and should be clearly stated in the goa! 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 finafized goal resuits.

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 technical 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 8:

Many of the SWIM database reports contained data that fell cutside of the defined population. For goals
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 populatidn as defined in the goal summary.

Recommendation 10;

The support provided for several goals with reiatively 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.
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INDEPENDENT ACCOUNTANTS' REPORT
QN 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 below, which were agreed to by the City of San
Diego, solely to assist you with raspect to the Water Department Operations Division {Division)
Bid-to-Goal 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 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
far which 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 reporis {o the schedule of
savings reported in the Bid-to-Goal FY2007 Annual Report.

We reviewed, tested and recalculated pass-through expenses.

We reviewed, {ested and recalculated out-of-scope expenses.

We reviewed encumbrances that were closed after year end.

We identified practices and procedures to assist the Division in improving future Bid-te-
Goal program reporting.

e

Qur findings and recomrnendatlons related to the Rid-to-Goal program for the year ended June
30, 2007 are included in & separate report provided to the Division.

We were not engaged to, and did not canduct 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
Comptrolter, the Gity of San Diego, and Water Operations Division and is not intended to be and
should not be used by anyone other than these specitied parties.

A7 L~

‘Carisbad, California
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: FISCAL YEAR 2007
PURPQOSE:!

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 Depariment 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
calculation. 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 Deparimeni 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 reporied will be placed in an Assurance Fund for employee payouts,
Based upon our comprehensive review, $9,872,083 should be reported as fixed objective budgetary
savings and $4,836,047 should be eligible to be placed in the Assurance Fund for employee payouts.
Adjustments to the budgetary savings are included betow in Exhibit A.

EXHIBIT A~
Savings per Increase
Annuali Savings per (Decrease) in
Functional Areas Report Audit ~ Savings |
Treatment Plants $958,507 $714.616 (3243,891)
System Operations $286,717 $287,13¢8 $422
Construction $810,268 $790,790  {$19.479)
1 Administration Support $2,055,968 $1,910,882 _ {$144,887
Water Quality Laboratory $899,392 $905,508 36,116
Engineering $2,851,318 $2,951,318 %0
Reservoirs and Recreation $808,887 | $808.887 50
Safety $303,913 | $280,316 ($23,597
| Environmental Management $150,914 $1I50.914 $0
Divisional Contingency $1,132,000 $0 (51,132,000
inflation $534,735 $534,735 $0
Eiectrical Consumption Credit $228,370 $228,370 30
Revenue Credit $308,518 $308,518 50
TOTAL 511,429,508 $9,872,093 {$1,557.416

FINDINGS AND RECOMMENDATIONS:.

Finding 1:

The Divisional Cantingency (Contingency) is a ling item presented in the Annual 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 MCOU explicitly states that the Contingency is included as part of the Budget Obiective,
the inclusion of a contingency contradicts the cbjectives 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 Contingancy should not be inciuded in the Budget Objective and, therefore, not
be included in the savings calculation. A contingency is a budgetary tool that is not appropriate for the Bid

program, The Division does not agree with this finding and it remaing an unresolved issue. This is also
an unrasolved 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 r}alculatton.
Finding 2:

We identified the following errors related to encumbrances;

+« Purchase orders with mumple 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 saving.s by the
following amounts:

Overstatement of

Functional Area Budget Savings
Treatment Plants $82,130
System Operations $5,371
Construction - $19,479
Administration Support $144,087
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 savingsrcalculation on
functional financial summaries. As a result of these caloulation errars, the functional areas understated
budgetary savings by the foliowing amounts:

Understatement
Functional Area of Budget Savings
System Operations $5,793
Water Quality Laboratory $6,118.
311,909

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 suppomng schedule did not agree with the functional flnancnal summaries
and was understated by $2,815.

Recommendation:

We recommend establishing 2 system of review to help eliminate variances between the Annual renort
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 annual inftation factors. Treaimeni Plants overstated the adjustment by $161,761
by not adjusting the assumed prices using the 2006 inflation factor.

Recommendation:

~ We recommend using all relevant infiation factors when calculating Bid adjustments based on prior year

base costs.

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

ART L7
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INDEPENDENT ACCOUNTANTS' REPORT
~ ON APPLYING AGREES-UPON PROCECURES,

Jim Barret], Public Utilities Director
Metropolitan Wastewater Deparftment
Wastewater Treatment and Disposal Division
9182 Topaz Way

San Diego, CA 92123

We have perfarmed the pogedures enumerated bélbw, which wére agiged to by the City of Sén
Diego, solely {o assist you with réspect to the Metropotitan Wastewater Deparment Wastewater
Treatment and Disposal Division (Division) Bid$o-Goal program for the year ended June 30,
2007. The Division is responsible for the provedures performed on the Division's Bid-4o-Goal -
program, Thiz agreed.upon  procediures engegement was conducied in accordance  with
attestatton standards estabfished by the Amerizam Institute of Carlified Public Accountants. The
suffigiendy of these procedures is solely the resfmnsibility of thase parties specified in the report.
Consequeéritly, we make ni representafion fegarding the sufficiency of the procedures deseribed
below sither for the purpose farwhich this répart has been requested or for any other purpose.

We ;ﬁerformed the following pregetures:

1. We traced expendituiss from the City of S&ri Diego Simpler répots o the schedule of
savings reported in the Bid-to-Goal FY2007 Arsuzl Performance Repai.
2. We reviswed, tested and recalculated oif-ef$eape expenditures.
3. Wereviewed encumbBrances that were cloged sfter year end.
' 4. \We identified practices and procedures o assist the Division in lmprowng future Bid-to-
. Goal program reporting.

Our findings and recommendations 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 noi engaged to, and did not conduct an gudit, the objeciive df wiich would be the
expressien of an epinjon, oh the Bid-to-Goal program. Accordingly, wg do pof express such an
opinion. Had we performed additional procetlures, othier matiers might have come to our attentian
that would have been reperiad. to you.

This repoft ts intended sotely for the infarmatien and use of the City of San Diego and
Metropdlitan Wastewater Department Wastéwater Treatment and Digphsal Division and Is nat
intended to be and should not be used by anyone sther than these spegified parties.

Ay Ly

Carlsbad, California
June 12, 2008
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- June 12, 2008_'

Jim Barrett, Pubtic. Utilities Director
Metropolitan Wastewater Department
Wastewater Treatment and Disposal Divigion
9192 Topaz Way

San Diggo, CA 82423

SUBJEGT.  BID-TO-GUAL VERIFICATION OF SAVINGS
PERIOD; FISCAL YEAR 2007
- PURPOSE:

- The purpose of our engagen’rent wa¥ 1o verlfy fhé accuracy of the Budgetary savings raported by fHe
Metropoiitan Wastewster Department Wastewatst Treatriient and: Disposai Divisiary in thé Bld-to-Goal FY
2007 Annual Performance Raport. In gddition, we were 1o identify practices and procedures that could
assist the Wastewater. Treatmant and Disposal Division in irproving fulure Bid-to-Goal program reporting.

SCOPE:

We: pedfarmed a comprehensive review of the Metropolitan Wastewsater anaﬂment Woastewater
Treatment and Dlsposal Divisian's budgetary savings calculation, 1o ce:mpleﬁng ouf feview, we cormipdred
total expendliures and encumbrances presented in {he Bid-fo-Baal FY 2007 Annual Perforfriance Repart
to the total expenditures and encumbrances reported in the City &f San Diego Smiplar reports, We
analyzed expenditures presented as ouf-of-scops, In addi fion, w reviewad the encumibrancss at June
30, 2007 and those closed subseguent to the end of the fiscal year,

SUMMARY:

Metropolitan Wastewater Departmen’t Wastewater Tregtment and Disposal Division (Division) teporied
budgetary savings of $10,813,491 in the Bid-to-Goal {Bid) FY 2007 Annua! Pérformance Report {Annuai
Report), Based upon owr comprehensive review, an error was idenfified thal caused in-scope

- expanditures to be understated by $22,489: As a restitt, $10.791,002 should be reported as budgetary
savings in ﬁle Annuai Report.

Per the Memorandum of Understanding (MOU), 50% of the savings rigported in the Anfual Report will be
placed in an Assurance Fund that may be used for futiife employée incéntive payouts. Based upon our
comprehensive review, the savings will replenigh the Assurante Fund to firé $4,000,000 é3p 48 défined in
the MOU. In addition, these funds will be availablée for'the emp[oyees 16 receive an incentive payout up to
$3,000 allowed per the Bid agreement.
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FINDING AND RECOMMENDATION;

rFinding:

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 tofal in fiscal year 2008, therefore, the amount
should not be refeased to reduce the total expenditures and encumbrances for fiscal year 2007.

Recommendation:

Ensure that released encumbrances include only amounts that were properly ctosed and were not
expended subsequent 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 aptimization of operafions and staffing levels which have been quantitatively determined to be
within the competitive range for wastewater treatment organizations nationaily.” We have noted that thare
have typically been savings when comparing expenditures to the pre-set Budget Objectives or “Goals.”
Since a full benchmarking effort is made ovary 4 to € years, we conclude that the Goals in the oul-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 compefitive spending
level for services provided.

This report is intended solely for the informafion 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 :

ART L4 P
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INDEPENDENT ACCOUNTANTS REPORT.
ON APPLYING AGREED-UPDN PROCEDURES

Jimi Barrett, Director of Public Utilities

City of San Diego Metropolitan Wastewater Departmerit
Wastewster Collection Division

9192 TopazWay -~ . .

San D‘régo CA 92123 '

We have perfc;rmed the procedires enumerated below, which were agreed to by the Cify of San
Diego, so%ely to ass:st you w;ih respect to the Meﬁ'opohtan Was"tewater Departmeni Was!ewater
is responslbie for the procedures performed on the Division's Brd—to-Goal program ThJs agreed-
upan procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sifficiency of these
procedures s solely the resporsibility of those parties specified in the report. Congéguently, we
make no représentation regarding the sufficiency of the procedures described belpw el'(her for the
pufpose for which this report-hias been requested or for any other purpose.

We performed the foliowing procégures:

1. We traced expenditures fram the City of San Diego Simpler reports (o the schedule of
savings reported in the Bidkto-Goal FY2007 Annual Performance Report, .

2. We reviswed, tested and recalculated aul-of-scope expenditures.

3. We identified praciicés and procedures o assist the Division In improvifig fiiture Bid-to-
Goal program reporting.

Our fi ndmgs and recommendalions related lo the Bid-o-Goal program for the year ended June
30 2007 are included in a separate report provided to the Divisicrn.

We were not erigaged to, and did not conduct ar audit, the objective of which wéuld be the
expression of an opinion, on the Bid-to-Goal program.. Accordingly, we do not express siich an
apinion. Had we perfarmed addilional procedures, othér matters might have come 1o bur atteriion _
that would have been repoerted {0 yorL

This report is intended solely for the information and use of thg City of San Diego and

Metropolitan Wastewater Department Wastewater Collection Division and is not intended 1o be
and should nol be used by anyone other than these specified parties.

Ak7 - LL?

Carlsbad, Cafifornia
July 27, 2008
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Jim Barrett Direclor of Public Utilities

City of San Diego Metropaiitan Wastewater Department
Wastewater Collection Division

9192 Topaz Way

San Diego, CA 92123

SUBJECT:  BID-TO-GOAL VERIFICATION OF SAVINGS
PE?%I_O@; FISCAL YEAR 2007
PURPOSE:

- The purpose of our engagement was to verify the accuracy of the budgetary savings reported
by the City of San Disge Metropolitan Wastewater Department Wagtewater Collection Division
" in the Bid-to-Goal FY 2087 Annual Patformance Report (Annual Report} In addifian, we were
to identify practices and procedureg that could assist the City of San Diego Matr”opohtan
Wastéwater Department Wastewater Collection Divigion in lmprovmg future Bid-to-Goal (Bid)

‘program reporting.
" SCOPE:

We performed a comprehensive review of the City of San Diega Mefropolitan Wastewater
Departmerit Wastewater Collection Division's (Diwision) budgetary savings calculation. In
comp eﬁrgg our review, we compared total expenditures and encumbrarnices presented in the
Annual Report to the totai expenditures and encumibrances reporied in the City of San Diego
Simpler teports. We analyzed expenditlres presented as out-of-scope. We recalculated and
testéd all supporting schédules and documeniation. In addition, we recaiculated the inflated
budget in atcordance with the Employés Bid.

SUMMARY:

. The Division reporled budgetary savirigs of §4,712,912 in the Annual Reporl. Based iipsh our
cofprehensive review, we identified errors causing total savings to be overstated by a net
amaunt of $798,661, As a resull, $3,914,251 should bé reported &$ biidgetary savings in the
Annual Report.

Par the Memor‘aﬁdum of Understanding (MOU), 50% 6f {he sdvings reported. in the Annua!
Report will be placed in an Assurance Fund fhat may be used for several purposes which
include repayment of prior budgetary shortfalls and future employee incentive payouts. Based



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 fo $3 000 allowed per the

- MOU.

FINDINGS AND RECOMMENDATIONS:

Finding i:

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
#50001 in the amount off $1,850 was not included in the fotal 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 paused by

incorrect formulas used in supporting schedules. Out-of-scope expenditures were duplicates as
a result of these formula errors.

Recommendation:

Establush a system of review fo ensurs all formulas in supporting schedules are correct and
accurately reflect the total out-of-scope expenditures.

Finding 3:

The Division understated out-of-scope expenditures and encumbrances by $13,767. A
calculation was performed to determine the amount of overtime that was reported as out-of-
scope. This portion of overtime was considered to be above the 2002 baseline year. "A formula
was used that incorrectly reduced budgstary 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 refiect the total out-of-scops expenditures.



o

™

.

o

(R
F-\
DO

Finding 4:

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

Recommendation:

_ Estabﬁsh 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 expendifures by $568,807. The iotal ex’penditurés reporied on the
savings calculation summary did not agree with the City of San Diego Simpler reports.

. Recommendation:

b ea b B3 —~£ O Y | e s iT Y | o, - ~r o~
Esiabilish & ayau:-'lll of review 10 ensure e accu by of the Annual rv::pUIl. 1R Uity O odn

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 adlivity. In-scope encumbrances released wouid decrease
expenditures resulting in increased savings. Alternatively, out-of-scope encumbrances refeased
would decrease out-of-scope expenditures resulting in decreased savings. Without performnng
these adjustments, we cannot determine the effect on the annual savings.

Recommendat'lon:

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

OTHER RECOMMENDATIONS
Recommendation 1:

The Overhaul Project was mandated subsequent to the implementation of the original Employes
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 the current and future operat]ons of the Division, the
Employee Bid should be-amended 1o reflect the change.
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Recommendation 2: ) . -
The performance measure regarding sewer overflows per 100 miles was affected by the
Overhau! Project. The Employes 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 primarily 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 cosls associaled with the Overhaul Project as out-of scope, no consideration was
given 10 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

condifions.

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 shouid not be used by anyone other than these specified pariies.

AK7 &t

AXTLLP

% F bk



=
S
)
- 1Y
m

AE(T

Forsonal, Dagcall Gl

KB 3 CARLSDBAD [ ESCONDIDO ] PORTEAND

AR SBEAD BO4E Priesily Dr., Sto, 200, Carlshiad, CA 012008-8848
phonn 7604318440 i 7604319052

January 18, 2008

Mike Bresnahan, Deputy Director

Water Department Customer Support Division
600 B Street, Suite 1200

MS 911, -

San Diego, CA 82101

SUBJECT: PAY FOR PERFORMANCE VERIFICATION OF GOALS : :
PERIOD: - FISCAL YEAR 2007
‘PURPOSE;

+ To verify adequate documentation suppoerts reportad percentages of goals “met.”
« To ldentlfy practices and procedures to assist Water Departrnent 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 Custormer 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%) {o 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 an the
parcentages below; .

% Met per

Customer! % Wet per
Functional Area Support Audit Difference
Division Administration - 66.87% 66:67% 0.00%
Customer Service - Office 50.00% |  50.00% 0.00%
Field Services and Investigations 75.00% | _75.00% 0.00%
Meter Services ' 75.00% | 75.00% 0.00%
Water Rescurces Management 100.00% 100.00% 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
compiaints 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 complaints 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 raie, 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 88.8%. This
jzvel of activity still results in 100% goal achievernent. ‘

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
popuiation for all goals can be supported. The goal summaries should specifically state whether the
rounding of results is accepiable. : .

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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"supervisars must fill out the ‘Bid to Goal Quality Contral 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 leve! 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 Quality Control Worksheets were
inaccurate, The exceptions we noted were described by Meter Services' employees as not having a
direct effect on billing. 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 egual ‘to 99%." Before finalizing annual
goals, Meter Services should review goal summaries to ensure all information necessary fo 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 billing issues shouid 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 (Qffice) goal number two and Field Service and Investigation’s (FSI) goal
number four, a joint goal, was reported as met Afthough we agree with the status of the goal
achievement, our procedures identified areas for improvement.

The goals state “Service restoration requests completed within goal; 91% 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% completion rate. Office reported that 17,619 out of
17,810 restoration requests were completed 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 enfire population, the percentage decreases 1o 96.5%. This level of
activity siill results in 100% goal achievement.

The goal was difficult to audit because {urn-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 calcutations,

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 finai
results. Any discrepancies betwaen 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 calculaied and audited. in addition, Office should
develap 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.



Goal number three states to achieve the goal, tne “Parcentage of call center and water repair staff
availabiiity be 65%.” The goal further states that “Lunchtime will not be counted as CSR avaitability
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 rotling 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 iunch breaks were counted as availability
fime.

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 mciude only data that-can

- be documented and measured in support of goal completion,

Finding 5:

FSI's goal number two was reporied 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 [far bi-monthly read
accounts) 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 (tolal meters on foute less meters that are removed or are duplicates).” FSI reported a 24.5%
reduction from FY2008 meters skipped Our recalculation of goal results resulted in a 33.5% reduction
because FS! did not use the correct formula (o calculats the percentage reduction fiom the base 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 resuits in 100%

- goal achievement.

Recommendations:

The calculation used o determine the reduction from the base year should be clearly defined in the
goal summary. In addition, goai measurement criteria should be used in calculating goal completlon
This could potentially impact goa! achievement.

'Finding 6:

FSI's goal number three was reporfed 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
goai 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 fiow date.” FSI reported 123,093
meters read out of 125,444 total meters (net of removed meters), for a completion rate of 88%. While
we agree with measurement of the percantage of meters read, FS| did not measure the percentage of
meters read on schedule. The monthly summaries provided by F3I did not indicate a time frame for the
meter reads, and there were no reports available to calculate the timeliness of the meter read. .FSI
pravided 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
achisvement, '

Recommendations:

We recommend that specific goai 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 medified to include only
measurable criteria. A monthly report should be prepared that summarizes the detailed schedules
provided by the San Diego Data Processing Corporation. .



)

559

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 facre foot] of water conservad 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 determing if the amounts were raasonable. We were unable
to audit much of this 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 methodclogy 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 6f the
goal achievement but our procedures did identify areas for improvement.

Goal number two states “Percentage of commercial watar meters (3" and targer) meeting City of San
Diego. spec:ﬂcatlons on annual Preventive Maintenance test. Goal for FY 2007 is 80%." The goal further
specifies that a “meter tested more then once will only be counted one time. Number of meters tested
per period s tracked and the number of those meters meeting and not meeting specifications is ‘also
tracked." Meter Services repcrted a total population of 1,288 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 fo calculate the goal achievement. In addition, the method used to calculate
goal achievement differed from that of the goal summary. Meter Services counted meters twice and
included reptacements 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 numbar of unigue meters, then the goal criteria should be revised. Due to the fact that the
total number of meters frequently changes (due to remavals and installations throughout the year), we
recommend that the goal be worded to incorporate any anticipated changes in the populatton

OTHER RECOMMENDATIONS

Recommendation 1:

Some of the goals selectad could not be audited. This is typical for programs gaing through their first
year audit. Goals 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 foilowing goals:

FS| — Goal number two: There was no detailed database to support manthly summaries available
during the audit.
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FS! - Goal number thres: 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. Funher there was no third party verification to substantiate the amounts
used to calculate "soft savings.”

Recommendation 2:

Goal“definitions should be very specific and include all information necessary to calculate goal
completion. i

For example, we noted these issues inthe following 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 656% availability needs to be achieved each
month or on average (totaling all months and dividing by 12).

Office — Goal number two and FS| — Goal number four: The goal should 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
achisvement. Further, it does not clearly define which work orders have a direct affect on billing issues.

Recommendation 3:

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

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

FS! — 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 exarriple we noted these issues in the following-goa!s:

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 Quality Worksheet” totals did not agree with the
goal results provided by our goal contact.

Meter Services — Goal number four: The “Bid to GoaI Qua!tty Worksheet" totals did not agree with the
goal results provided by our goal contact.

Recommendatlon 5:

Recommend continuing to improve the lines of communication. Goals should be developed with
specific guidelines on the intent of the goal, haw 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. '
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For example, we noted these issues in the following goals:

Meter_Services —~ Goal number twg: The calculation of goal achievement should agree with the -
measurement method in the goal summary.

Meter Services - Goal number four: Supervisors and goal contacts should 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 could support the resulis 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 totai poputation

2. The data within the population that meets goal achievement criteria

3. The data within the population that does not mest the goal achievement criteria

We also recommend that the same individual create a summary page indicating the resuits 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)
4. Any other information required to ra-create the report at g 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 o 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 motivafional tool.

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.

A7 L~
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INDEPENDENT ACCOUNTANTS REPORT
ON APPLYING AGREED-UPON PROCEDURES

Mike Bresnahan, Deputy Director

Water Department Customer Support Division
600 B Street, 12" Floor

San Diego, CA 92101

We have performed the procedures enumerated below, which were agreed to by the Clty of San
Diego, solely fo 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
ihe procedures performed on CSD's Pay for Performance Program. This agreed-upon
procedures engagement was conducted in accordance with attestation standards established by
the American I[nstitute of Certified Public Accountants. The sufficiency of these procedures is
solely the responsibility of those parfies specified in the report. Conseauently, 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 petformed the following 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 |udgmentally 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 18 goals provided to us by CSD, and reviewed the supporting
documentation to verify goat achievement.

4. We calculated the percentage of goals met, per audit, and verified that they agreed with
the percentages reported by C3D.

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

Our findings and recommendations related to the C3D Pay for Performance Frogram 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 would be the
expression of an opinion, on the Pay for Performance Pregram. Accordingly, we do not express
such an opinion. Had we performed additional 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 specifted parties.

AKT LLP

Carlsbad, California
January 18, 2008
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January 22, 2008

Mike Bresnahan, Deputy Director

Water Deparntment Customer Support Division
600 B Street, Suite 1200

MS 211 '

San Diego, CA 92101

SUBJECT: BID-TO-GOAL VERIFICATION OF SAVINGS

PERIOD: FISCA

N b E

PURPOSE:

The purpose of cur 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 Repart. tn
addition, we were to identify practices and progedures that could assist the Division in improving future
Bid-to-Geal program reporting.

SCOPE: ' =

We performad a comprehensive review of the Division's budgetary savsngs calcufation. 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 cut-of-scope. In addition, we reviewed
the encumbrances at June 30, 2007 and those closed subsequent to the end of the fiscal year.



lu

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 payouis, Based upon our
comprehensive review, $968,038 should be reparted 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
Savings per :
Annual Savings per Decrease in
Functional Areas Report Audit Savings
Administration {41,341) (41,341) -
Water Resources 388,720 388,720 -
Customer Service 773;494 740,066 {33,428
Field Services and Investigations (43,674) (43,674) -
Meter Services (216,479) {216,479) -
Inflation — Adjusted (2.64%) 148,744 140,744
TOTAL 1,001,464 968,036 (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 audltors
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 ali 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 nof 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 guidelines of the Employee Bid. It could result in increased budgetary
savings for the Divisian.

This report is intended solely for the information and use of the City of San Diego and Water Department

-Customer Support Divigion and is not intended to be and should not be used by anyone other than these
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THE CITY OF SAN DIEGO
MEMORANDUM

' DATE: October 2, 2008

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

FROM: Darlene Morrow-Truver, Deputy Director, Administrative Services, Metropolitan

Wastewater Department and Rod Greek, Deputy Director, Administrative Services,
Water Department _ %MW

SUBJECT: Bid to Goal Audit Services Contract Amendment No. 2

The Metropolitan Wastewater and Watcr Departmients have cagaged in operational optimization
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 of the 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). o

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 occurring
within the Metropolitan Wastewater and Water Departments and the potential changes within the
Bid to Goal and Pay for Performance programs. There is ho 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 vear term is $792,500.

L0928

CC: Jay Goldstone, Chief Operating Officer
Andrea Tevlin, Director/Independent Budget Analyst -
Michael Aguirre, City Attorney
J.M. Barrett, Director of Public Utilities
Bob Ferrier, Assistant Director, MWWD
Alex Ruiz, Assistant Director, Water Department

PSL/psl

G: \budget\pubhc\Audlt Support\Bld to GoaNAKT Audlts\Audlt Committee AKT Audit Auth .
memo final.doc :
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Water Department Results
Presenter: Rod Greek, Deputy
” Dlrector D
a 2007 P4P Operations Division
= 2007 P4P Customer Service Division
x 2007 B2G Operations Division
m 2007 B2G Customer Serwce D|V|S|on
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Wastewater Department Results
Presenter: Darlene Morrow-
'~ Truver, Deputy Director
- m 2007 P4P Department Wide
m 2007 B2G Wastewater Treatment Div.
 m 2007 B2G Wastewater Collection Div.
' 2004 B2G Wastewater Collection Div.
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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 Department, Deputy Director
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Bid to Goal &
Pay for Performance Contract

~ m Second year extension of contract — 2
option years remain. |

m [ his extension is to audit FY2008, 09 & 10

~results. |

s [he consultant is AKT (Jertlfled Public
Accountants.

m Audit Purpose: Independent verification of
program results.

[
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Cost

= Water - $257,500
s MWWD — $257,500

» Total contract value for 3 optlon years

= $515,000

= Total overall value for 5 year contract
= $792, 500 -

60



Bid to Goal Scope

m Verify accuracy of budgeted savings
s Review budget objectives

= Review “In Scope” and “Out of Scope”
activities

s Compare results to goals & determine %

met
m Report results
'm Recommend mprovements as needed
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Pay for Performance Scope

= Review goals |

= Verify documentation

» Report % of goals met

» Test goals via sample process

m Reportresults ' N

» Recommend improvements as needed
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THE CiTY OF SAN Dieco

OFFICE OF THE INDEPENDENT BUDGET ANALYST REPORT

Date Issued: October 24, 2008 7 IBA Report Number: 08-113
City Council Docket Date: October 28, 2008 '
ltem Number: 103

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

Item 103 on the City Council Docket for October 28" 2008 is proposed Amendment No.
2 to the agreement with AKT 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 of the 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 of the issues discussed at the
October 6%, 2008 Audit Committee meeting.

On April 4™, 2007 the City entered into an agreement with Grice, Lund and Tarkington,
LLP (now AKT Certified Public Accountants) to provide audit 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 29 2007 the Utility Departments requested Amendment No. 1 to exercise
the first option year of the 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 6™, 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

Office of Independent Budget Analyst
202 ( Sireet, MS 34 = Son Diego, (A 92101
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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 of the
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 $112,500
Contract
(4/4/2007)
Amendment $165,000
No.1
{10/29/2007)
Amendment $170,000
No.2
{10/28/2008)
Total £447,500

In addition, two requests for further information were made at the October 6th Audit
Committee meeting. First, the Audit Committee requested a report by the Internal

Aunditor nnfhrnn(r the processes and ﬂrnnnr‘nwmo for the 1:-—1'-}3-—3331.-31‘-_133 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 of the 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.

J—
Torfl Haynes - APPROVED: Andrea Tevlin
Fiscal & Policy Analyst Independent Budget Analyst
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Bfittany Coppaga
Research Analyst
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VNG D DOCKET SUPPORTING INFORMATION 11/18
4\ W V)
CITY OF SAN DIEGO - DATE: October 28, 2008

EQUAL OPPORTUNITY CONTRACTING PROGRAM EVALUATION

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: $ 447,500
Funding Source: City of San Diego

SUBCONTRACTOR PARTICIPATION

There is no subcontractor activity associated with this action.

EQUAL EMPLOYMENT OPPORTUNITY COMPLIANCE

AKT, LLT submitted a Work Force Report for their San Dlego employees dated, August 20, 2008 indicating
182 employees in their Admintstrative 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 Staff is concerned about the under representations in the contractor’s workforce and non-participation of
certified firms and therefore, has requested an Equal Employment 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 contract from a firm fixed
price to an “as-needed” external auditing services.

RLL
SAEOCPWIL EOC Docs\1472B\AKT 102808.doc
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Input by: LAD availability for the following: 2000 CLFA| FOR [}
San Diego, CA Company: AKTLLP o
. TOTAL WORK FORCE: =4
CLFA Hispanic Fllipino White Other
F Goals ] F M ] F
Mgmt & Financial o PRy A E NS I LR 16 AL S 1
Professional 1 12.6% 1 29 1 2.
A&E, Sclence, Computer [ FeLt AL TARE P w0 o S0 oo, o0
Technlcal 4 14.8% 0 0 0 a [}
Salas S0, AR 105% ) K ' -a 10 ’3‘»,1 EX g IR o -
Administrative Supporl 4 20.8% 3 0 3 0 1
Services .6 ¢ |47 36.9% - 470 o 0 F RV R e E 0
Crafts o 25.8% 0 0 0 a V]
Operative Workers oi |4 anant” ") #g7Y ] Y R I 0.
Transportation o 321% | 0 0 )] 0 [
Laborers [+ ' 54.0% ¢ 0 .0 . ] 0. .. 0 0
TOTAL [ 17 ] [ 3 5 a8 ] _11e 7 ] El !
TOTAL EMPLOYEES Female -
ALL M F Goals

HOW TO READ TOTAL WORK FORCE SECTION: tsgmt & Financial ERLTESN B ) ERETREN BT } HOW TO READ EMPLOYMENT ANALYSIS SECTION:

Professional 96 34 62 59.5%

ASE, Science, Computer S T Y I %
The infarmetion blacks o Section 1 {Total Wodk Forcel Technical Q Q 49 0%, The pescentages listed in the goals column are calcalated
identily the absolute number of the firm's employees. Sales S0z 0L 494% E: by multiplying the GLFA goals by the number of
Each employee is jisted in their respactive sthnic/gender Administrative Support 3 73.2% employees in that job category, The number in that
end employment category. The percentages listed urer Sarvices Lo E q' 4 392.3%1 fj column represents the percentage of each protected
the heading of "“CLFA Goats" are the County Labor Force Crafts [+] 0 88% group that should be employed by the firm 1o meel the
Availability goals for each employment and ethnicigender Operative Workers o L0, 0.7 387%: } CLFA goal. A negative number will be shown in the
category. Transportation 0 0 0 15.2% discrepancy column for each underrepresented goal of at

Laborers -0 L0 |0 L 1% least 1.00 position.
Il EMPLOYMENT ANALYSIS TOTAL [ 1a2 7 55 | w21 |

Black Hispanic Asian Amarican [ndlan Fllipina Femala
Actual | Discrepan Goals Actual |Discrepanck al DIscmp_anc Goals Actual | Discrapan Goals Actual Dfscre ne)
Mgmt & Financial : 5)7_ | s 550 ! B E N ‘ i _trt - T2
Professional 12. 1D 57.12 62
A8E, Science, Computar o Fooe Ll o
Technical 0.00 1}
Sales Fape . ion
Administrative Support 2855 36
Services Lo o
Crafts 0.00 0
Operative Workers Y000 - -0
Transporiation 0.00 ?
Laborers s .0.00 s D00 L 000 .. 0
Goals are set by job categories for each protected group. An underrepresentation Is indicated by a negative number, but if the

Verslon 03/26/2005 DISCREPANCY is lass than -1.00 position, a NfA will be displayed to show there is no underrapresentation. CLFA 2000
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CERTIFICATE NUMBE
{FOR AUDITOR'S USE

REQUEST FOR COUNCIL ACTION
CITY OF SAN DIEGO
2 FROM (ORIGINATING DEPARTMENT):

335435

A. DATE:

AC 2 g e
8/27/2008 2704

R

CITY ATTORNEY

METROPOLITAN WASTEWATER AND WATER DEPTS

107
11/18

P4

4, SUBJECT:

6. SECONDARY CONTACT (NAME, PHONE, & MalL STA)

AKT LLP Amd. No. 2 to Bid No. 8584-07-V — External Auditor for Bid to Goal and Pay for Performance Programs
7. CHECK BOX IF REPORT TO COUNCIL IS A'ITA;HED D

5. PRIMARY CONTACT (NAME, PHONE, & MAIL STA} -

Darlene Morrow-Truver, (858) 292-6384

Emie Linares, (858) 292-6309, MS:901A
8.COMPLETE FOR ACCOUNTING PURPOSES
FUND 21509 41500 9. ADDITIONAL INFORMATION / ESTIMATED COST:
DEPT. C-14164 $112,500~
ORGANIZATION Amd. No, | R-303279 $165,000
OBJECT ACCOUNT 9544 9544 This reguest: Amd. No. 2 $170.000
JOB ORDER /
Total $447,500
AMOUNT ’ .
AMOUNT $70.000 $100,000
10. ROUTING AND APPROVALS -
ROUTE APPROVING DATE ROUTE APPROVING DATE
) AUTHORITY bVAL SIGNATURE SIGNED ) AUTHORITY ™ SIGNED
1 |mwwo s & fi‘/l:/c--? 7 |oiR. OF PUBL.UTIL. | 9//0/0 g
By k] 1 ]
2 |waTER MCK/T N c}’/f(/ Q,‘S 8 GITY ATTORNEY /(’)/Z-/ >
[}"¢4) : T } ;
3 eee / /ﬂ 9 |ORIG. DEPT. ! 44 JJ/}— /(3/(:/(;}(
s |eas. Yy & AL 7 /7/5;;9 \Tf 1
1. /fl A ray ’ Ld J.’ . 7 ) ‘l -
s P s 4/4?‘}' G, DOCKET GOORD: counci uaison TE- 1Y ly Y
L e S . / . ) . I
AUDITOR - - 4 . :
3 _—M O q EM/ counctt O seoe K‘ CONSENT ,ﬁ ADOPTION )/ ¢ s
'W\ [ reFerTO: councit oare;_E{
- —
[J ORDINANCE(S} ) AGREEMENT(S) [] DEED(S)

3 RESOLUTIONS

11. PREPARATION OF:

NOTE: See Continuation Page

?
¢

S NN ]

0

17K STAFF RECOMMENDATIONS:
Adopt the Resolution.

COUNCIL DISTRICT(S): Citywide

COMMUNITY AREA(S): Cirtywide
ENVIRONMENTAL IMPACT: This activity is not a "project” and therefore not subject to CEQA Guidelines Section 15060[6) (3)

12. SPECIAL CONDITIONS {REFER TO AR. 3.20 FOR INFORMATION CN COMPLETING THIS SECTION.)

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

CITY CLERK INSTRUCTIQNS: Please forward two copies of the Resolution to MWWD, MS 901 A, Attn: Rose Salarda.

MEWORD2002 (REV. 2008-09-04)

CM- 1472

AC- 29237 /TAC 2600300



(39544
SECTION 11- PREPARATION OF: RESOLUTIONS, ORDINANCES, ETC. (CONTINUED):

City;Treasurer:

2) Aauthorizing the expenditure in the amount not to exceed $170,000, of which $70,000 is
from the Sewer Operating Fund and $100,000 is from the Water Operating Fund.
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EXECUTIVE SUMMARY SHEET

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. §584-07-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:

STAFF RECOMMENDATION:
Adopt the Resolution

EXECUTIVE SUMMARY:

.........

The Metropolitan Wastewater (MWWD) and Water (WD) Departments engag
optimization and cost savings programs. More specifically, both departments imple
to Goal” (B2G) and “Pay for Performance” (P4P) Programs to create incentives for cmployees 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 of the Auditor & Comptrolier'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:0%46
$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 1s
funded from sewer and water revenue rates only.

PREVIOUS COUNCIL and/or COMMITTEE 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 .

KE‘-{ ‘STA_KEHOLDERS & PROJECTED IMPACTS (if applicable):
Participating Employees and their respective employee groups, to include: San Diego Municipal
Employees Association and AFSCME Local 127.

AKT, LLP

tr&gtor of Public Utilit?®s

Origi%fihg Department




The City of San Diego

' (,‘ N l"- i, CERTIFICATE OF CITY AUDITOR AND COMPTROLLER

PRELEATY: S

CERTIFICATE OF UNALLOTTED BALANCE AC - 2800257

ORIGINATING DEPT.
NO.:

} 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 unallotied.

Amount: ‘ Fund:
Purpose:
Date: By:
AUDITOR AND COMPTROLLER'S DEPARTMENT
ACCOUNTING DATA
ACCTG. [ 4 OPERATION
LINE PY FUND DEPT ORG. . ACCOUNT JOB ORDER ACCOUNT |BENF!/ EQUIP| FACILITY AMOUNT

TOTAL AMOQUNT

FUND OVERRIDE  [_]

CERTIFICATION OF UNENCUMBERED BALANCE

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

Date: October 14, 2008 By: (/é—‘{-._____ X

AUDITOR ARD COMPTROLLER'S DEPARTMENT

ACCOUNTING DATA

ACCTG. oYy . OPERATION
LINE PY FUND DEPT ORG. ACCOUNT JOB ORDER ACCOUNT |BENF/ EQUIP| FACILITY AMOUNT
001 0| 41509 9544 $70,000.00
TOTAL AMGUNT $70.,000.00
AC-361 (REV 2-02) - " FUND QVERRIDE |:]

AC 2900257




The City of San Diego
CERTIFICATE OF CiTY AUDITOR AND COMPTROLLER

Ny f - d
s J
O * 9 CERTIFICATE OF UNALLOTTED BALANCE AC 2900260

ORIGINATING DEPT.
. NO.:

| 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: . Fund:
Purpose:
Date: By:
’ AUDITOR AND COMPTROLLER'S DEPARTMENT
_ACCOUNTING DATA
ACCTG. | CY OPERATION
LINE | PY FUND DEPT ORG. ACCOUNT | JOBORDER | ACCOUNT |BENF/ EQUIP] FACILITY AMOUNT

TOTAL AMOUNT

FUND OVERRIDE ||

CERTIFICATION OF UNENCUMBERED BALANCE

| 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 | 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: AKT Certified Public Accountants

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

Date: October 14, 2008 By: \/)\ \L/L’V?/

AUDITOR AND COMPTROLLER'S DEPARTMENT

ACCOUNTING DATA
ACCTG, CcY QPERATION
LINE PY FUND ‘DEPT ORG. ACCOUNT JOB ORDER ACCOUNT |BENF! EQUIPY FACILITY AMOQUNT
001 0 41500 9544 $100,000.00
TOTAL AMOUNT $100,000.00
AC-3681 (REV 2-92) FUND OVERRIDE D

AC 2900260




C3095]

(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 of the 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 of the Water Department and the
Metropolitan Wastewater Department, under terms and conditions set forth in Amendment No. 2,

on file in the office of the 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-



CG0532

(R-2009-423 Corr.)

BE IT FURTHER RESOLVED, that the above activity 1s not a project and therefore is

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

15060(c)(3).

APPROVED: MICHAEL J. AGUIRRE, City Attorney

Thomas C. Zelen)?; )
Deputy City Attormey.

TCZ:mb

09/30/08

10/15/08 Corrected

Cert.No0:2900260-Water
and 2900257-MWWD

Or.Dept:Water/MWWD

MWD-9015

R-2009-423

[ hereby ceftify that the foregoing Resolution was passed by the Council of the 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-
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AMENDMENT NO. 2
TO THE '
AGREEMENT
BETWEEN
AKTLLP
.AND THE
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 Wastiewater Departments 1s 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, Cahforma 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 of the Bid to Goal
and Pay for Performance Program of the City’s Water and Wastewater Depanments; and

B. WHEREAS, on December 5, 2007, the City and the Consultant mutually agreed to
amend the Agreement and entered into Amendment No. 1 (the original of which is on file in the
Office of the 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 to restructure the remaining options years
from a Lump Sum Agreement to an As Needed Agreement on a Task Order basis to allow for
flexibility for modifications occurring within MWWD and the Water Department and the
potential changes within Bid to 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:

hWD-qu.g OR’G’NAL
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2.0

3.0

4.0

5.0

6.0

SECOND AMENDMENT

Add new Section 1.1 as follows:

1.1 Fiscal Year 2008. For Fiscal Year (FY) 2008, the Consultant under the.
general supervision of the Mayor or designee, shall provide auditing services for the Bid
to Goal and Pay for Performance Programs of the Water Department 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, matenal, 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
1ts impact on the Project’s cost and schedule.

Add new Section 2.1 as follows:

2.1 Fiscal Year 2008. Fof FY2008 audits, the City will pay the Consultant an
amount not to exceed $170,000 on the basis of Task Orders issued by the City.

Consultant shall he compensated on an hourly basis at a rate not to exceed thosc sct 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.

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 impact 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.

Through this Amendment No. 2, the City is exercising an option year pursuant to Section
I1.D of Exhibit A of the 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.

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

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

Auditing Services 2 AKT
Amendment No, 2 ' City of San Diego
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IN WITNESS WHEREOF, this Amendment is exccuted 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.

AKTLLP

By: _Lyim & /}\\fﬂu&%
/

Name: "owntr C. KAECHie,7en.

Date: “°/3/0 8

CITY OF SAN DIEGO

By:

Tammy Rimes
Assistant Director
Date:

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

MICHAEL J. AGUIRRE, City Attorney

By:

Deputy City Attorney

Auditing Services
Amendment No. 2

AKT
City of San Diego



ATTACHMENT A
s -~ Amendment No. 2
YOO
20 c7 August 11, 2008
Billing Schedule

For
AKTLLP
. Pricing for- MWWD's 8/30/08 Program = . °
2008 2009 2010
., Hourly Rate Hours Total Hourly Rate Hours Total Hourly Rate Hours Total
Staff $ 125 154 -5 19,250 % 131 154 § 20,213 & 133 154 $21,223
Senior ) 175 78 % 13,650 % 184 78 §$ 14333 % 183 78 §15,049.
Manager - § - 215 104 § 22360 % 226 104 § 23478 § 237 104 § 24,652
Partner  § ars 14 § 5250 § 304 14 § 5513 % 413 14§ 5788
350 $ 60.510 350 % 63,536 350 § 66,712
additional:consuiting service:
Hourly Rate .
2008 - 2009~ 2010°*
Staff 3 125 $ 131 % 138 '
Senior 3 75 8 184 § 183
Manager % 215 % 226 % 237
Partner $ 375 § 394 $ 413
* Estimated based on annual cost of living increases.
&Bricing for.Water:Debartment QDerations DIVISION BIO-10-(.0al s g
2008 ' , 2009 2010
Hourly Rate  Hours Total Hourly Rate  Hours Total Hourly Rate Hours: Totat
Staff $ 125 . . - $. 131 - - 3 138 - -
Senior  $ 175 47 8,225 §. 184 47 8636 § 193 47 9,068
Manager § 215 60 12,900 § 226 60 13545 % 237 60 14,222
Partner = § 375 5 1.875 % 394 5 1969 % 413 5 2,067
112 23,000 112 24,150 112 25,358
———_—_ - e e———————
L Pricing for Water.Department Operatons Division: Pav-Ior-Perfarman ce sraae
. 2008 . 2009 2010
_ Hourly Rate Hours Total Hourly Rate Hours Total Hourly Rate  Hours Total
Staff $ 125 70 8,750 § 131 70 9,188 5 - 138 70 9,647
Senior 5 175 40 7,000 % 184 40 7,350 0§ 193 40 7,718
Manager § 215 25 5375 § 226 25 5644 & 237 25 5,926
Partner $ 375 5 1,875 & 394 5 1,968 § 413 5 2,067
140 23,000 140 24,150 140 25,358
=Pricing. for Water. Department Customer.Support:Division:
2008 2010
Hourly Rate Hours Totai Hourly Rate  Hours Total Hourly Rate  Hours Total
Staff 3 125 4 500 § 131 4 525 ¢ 138 4 551
Senior $ 175 3 5,425 § 184 31 5696 § 153 31 5,881
Manager $ 245 80 17,200 % 226 BO 18,060 5 237 80 18,963
Partner $ 375 5 1,875 % 394 5 1,968 § 413 5 2,067
120 25,000 120 26,250 120 27,563
~Pricing for Water Department Gustomer Support Division Pay-for-Performance. s
2008 2009 2010
Hourly Rate Hours Tetal Hourly Rate Hours Total Hourly Rate  Hours Total
Staff 3 125 30 3,750 % 131 30 3,838 % - 138 30 4,134
Senior 3 175 80 14,000 § 184 . 80 14,700 & 193 a0 15,435
Manager § 215 - 25 5375 & 226 25 5644 & 237 25 5,928
Partner $ 375 5 1,875 % 394 5 1968 § 413 5 2.067

140 25,000 140 26,250 140 27,563



