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Introduction

This Municipal Service Review and Sphere of Influence Update for the San Mateo County
Mosquito Abatement and Vector Control District is being prepared as required by Government
Code Sections 56425 and 56430 and in response to concerns following an incident of alieged
embezzlement by the District’s terminated finance personnel. This review focuses on the areas
of determination set forth in Section 56430 detailed below and sphere of influence
determinations required by Section 56425 found in Part 2 of this Report. The Report addresses
among other determinations, public accountability in response to the event_ofélleged
embezzlement but more broadly examines district operations, fiscal health, opportunities for
sharing resources and governance alternatives. It should be noted that this study is not a
financial audit and does not examine the alleged embezzlement beyond identifying measures
the District has taken or could take to prevent such events. The on-going investigation by the
San Mateo County District Attorney’s Office is addressing the alleged embezzlement of District
funds. As noted below in this report, the District has caused the 2010-11 Financials to be “re-
built” and has received an unaudited financial report. The District has also contracted with a
new auditing firm for audits for Fiscal years ending June 2011, 2012 and 2013,

This version of the Municipal Service Review and'SpheriL_update includes changes, new or
updated information and draft recommended determinatipns in ‘bold’ and underline. It
incorporates the April 18, 2012 circulation draft. The Commission will consider acceptance of
the June 12 report, adoption of determinations and update of the District’s sphere of
influence at the July 16, 2012 LAFCo meeting, Comments on this report should be submitted
to LAFCo by mail, e-mail or fax by July 9, 2012. :

Section 56430 requires that in order to prepare and update spheres of influence in accordance
with Section 56425, the Local Agency Formation Commission shall conduct a service review of ,
the municipal services provided in the county or other appropriate area. A municipal service
review is an analysis of public services in which determinations are made in the following areas:

(1) Growth and population projections for the affected area,
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(2) Present and planned capacity of public facilities and adequacy of public services,
including infrastructure needs of deficiencies.

(3) Financial ability of agencies to provide services.

Status of, and opportunities for, shared facilities.

Accountability for community service needs, including governmental structure and

operational efficiencies.

{6) Any other matter related to effective or efficient service delivery, as required by
commission policy.
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This Report includes observations about various areas including District services, finances,
opportunities for resource sharing, accountability and solicits comments from the District,
affected agencies and the community, updated information following circulation of a draft
report and recommended determinations based on comments received from the District and
interested parties. Information in the service review including determinations are used in
updating or amendinga sphere of influence. The sphere of influence is a regulatory
determination about the boundaries and governance of the agency under study.

The municipal service review and sphere of influence review are not proposals for
organizational change; rather they are state-mandated studies that identify strengths,
weaknesses, opportunities for efficiencies and resource sharing and potential organizational
alternatives. Also, as noted in discussion of District finances, observations about budget policy
and practice, internal controls, etc. are not intended to minimize the dedication of the Board of
Trustees and employees to the District’s mission of protecting the public from vector borne
diseases. Please note that comments should be submitted to LAFCo by May 7,2012.

Local Agency Formation Commission {LAFCo)

Created by the State legislature in 1963, the Local Agency Formation Commission {LAFCo) is a
State-mandated, independent commission with countywide jurisdiction over the boundaries
and organization of cities and special districts including annexations, detachments,
incorporations, formations, consolidations and dissolutions. LAFCo adopts spheres of influence
as plans for probable boundaries and governance of cities and special districts. LAFCo operates
pursuant to the Cortese Knox Hertzberg Local Government Reorganization Act of 2000
(Government Code Section 56000 and 57000 et seq.) LAFCo has two members of the Board of
Supervisors, two city council members of the cities in the county, two directors of independent
special districts in the county, a public member, and four alternate members {county, city,
special district and public). LAFCo adopts its own budget and contracts with the County of San
Mateo for staff, facilities and legal counsel. Its Executive Officer serves in administrative
capacity, which includes staff review of proposals, municipal service reviews and sphere of
influence studies and providing assistance to local agencies and the public. LAFCO’s net
operating budget is apportioned in thirds to the County of San Mateo, the 20 cities and 22 of
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the 23 independent special districts.* For additional information on LAFCo, please visit
www.sanmateolafco.org,

! Midpeninsula Regional Open Space District is a multi-county district with majority assessed value in Santa Clara
County and not eligible for membership on San Mateo LAFCo nor is the district subject to the funding requirement.
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Part 1: Municipal Service Review

San Mateo County Mosgquito and Vector Control District

in 1915, the California legislature passed the Mosquito Abatement Act,” which gave local
governments the power to obtain revenues and form special districts to control mosquitoes to
prevent mosquito-borne diseases. Subsequently that year, the Three Cities Mosquito
Abatement District, which encompassed San Mateo, Burlingame, and Hillsborough, was formed
and the following year, the Pulgas Mosquito Abatement District was formed in southern San
Mateo County. In 1953, these two districts were consolidated into San Mateo County Mosquito
Abatement District, encompassing southern San Mateo County from the Santa Clara County
boundary on the south, the San Francisco Bay on east, the Skyline area on the west and
Millbrae to the north. LAFCos were created in 1964. Because the district was assessing a tax
prior to implementation of Proposition 13, it receives a share of the 1% property tax and also
assesses a $3.74 parcel tax on parcels in the original boundaries of the District. In 2003, in
response to the threat of West Nile Virus in California, the boundaries of the district were
expanded through the LAFCo process to include all of San Mateo County. Annexation was
conditioned upon passage of a benefit assessment in the newly annexed area that
approximated the average property tax and $3.74 parcel tax within the original boundaries of
the district. In amending the sphere of influence and approving the 2003 annexation, the
Commission adopted a status quo sphere of influence for the District.

In 2008, the San Mateo County Board of Supervisors passed a resolution to transfer

specific vector control operations to the District and the District changed its name to San Mateo
County Mosquito and Vector Control District. In 2011 after recognizing the savings to the
County by transferring limited vector control responsibilities, the Board broadened the transfer
of vector control responsibilities to the District to include all preventive vector control

responsihilities.

Please see District profile, roster of trustees and map on the following pages.

211 2001 through 2002, a warking group sought to revise the old law, updating and streamlining the state statutes.
In 2003, the Senate Lacal Government Committee authored SB 1538, based on the recommendations cf the
working group. The bill passed in 2002 and went into effect in 2003.
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SAN MATEO COUNTY MOSQUITO AND VECTOR CONTROL DISTRICT

1351 Rollins Road Contact Person:  Robert Gay, General Manager
Burlingame, CA 94010 344-8592 FAX 344-3843

' www.smcmad.org

Date of Formation: Januéry 6, 1953 {consolidation)
Enabling Legistation: Section 2000 et seq. State Health and Safety Code

Governing Board: 21-member Board of Trustees appointed to two or four-year terms (see
next page)

Compensation: $100.00 per month maximum (for attendance at 1 regular
' meeting and any committee meetings. (Secretary receives $100
additional per meeting for_preparation of minutes of Board of

Trustees meeting)

Public Meetings: Second Wednesday of the month at 6:00 pm
1351 Rollins Road, Burlingame

Services Provided: Mosquito and Vector Control

As defined In Health and Safety Code Section 2002 (k) "Vector” means any animal capable of
transmitting the causative agent of human disease or capable of producing human discomfort or injury,
including, but not limited to, mosquitoes, flies, mites, ticks, other arthropods, and rodents and other
vertebrates. District setvices include: Conduct surveillance programs/ studies of vectors and vector
borne diseases, perform necessary cr proper actions to prevent, abate, or control the occurrence of
vectors and vector borne diseases. On occasion and as needed in conjunction with other agencies, build,
repair, and maintain on any land the dikes, levees, cuts, canals, or ditches that may be necessary to
prevent, abate, or control the occurrence of vectors and vector borne diseases.

Area Served: San Mateo County  Population: 718,451 (as of Census 2010)

Contractual Arrangements: Cooperative agreement with the California Department of Health
Services for pesticide use and reporting, and an abatement service agreement for specialized
mosquito control problems. Individual agreements with San Francisco Public Utilities
Commission and other local agencies for mosquito abatement and contracts with the County
and various cities for inspection of rodent bait stations and utility vaults and to oversee and
maintain contracts between pest control operators and the County and cities.

Number of Personnel: 18 Full Time: 8 Vector Control Technicians, 1 Management, 1 Operations
Director, 1 Laboratory Director, 1 Finance Director, 1 Operations Supervisor, 3 Vector

Ecologists, 1 Accountant, 1 Office Assistant; 11 Seasonal Workers

Sphere of Influence: Status quo {expanded countywide boundaries approved in 2003)

Budget: See attached budget data or the District’s website
5
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By statute, the District is governed by a 21-member board of directors, consisting of
voters/residents of each city appointed by the city councils of the twenty cities and one
voter/resident appointed by the Board of Supervisors.” Health & Safety Code Section
2200,Paragraph D states the legislative intent that board members have experience, training
and education in fields that will assist in goverpance of the District. The following roster
represents current membership. Please see district map on next page.

Atherton Dr. Samuel Lerner, President 12/31/13

Belmont Donelle 0'Connor 12/31/12

Brishane Robert Maynard 12/31/14

Burlingame Barry Meinerth , Asst, Secretary 0z/16/14

Colma Vacant - Contact City Clark te apply Not kngwn

Daly City Christine Fuller 12/31/12

E. Palo Alto Donna Rutherford, Vice President 12/07/14

Foster City Rick Wykoff 12/31/13

Half Moot Bay Vacant - Cantact City Clerk to apply Not known

Hiflsborough Pr. D. Scott Smith 02/28/14

Menlo Park Valentina Cogoni 12/30/13

Milibrae Leon Mickolas, Secretary 01/01/16

Pacifica John Curtis 11/22/13

Portola Valley Joseph Fil 12/07/14

Redwood City Maria Martinucci 01/24/14

Sah Bruno Robert Rlechel 11/23/13

San Carlos Betsey Schnelder 12/30/12

San Mateo Dr. James Ridgeway 12/31/12

San Mateo County - at Large James Metz 12/31/11

South San Francisco Raymond Honan 12/31/13

Woodside Richard Tagg 12/13/15

* 2024, (a) Except gs provided in Section 2023, the term of office for a member of the board of trustees shall be for a
term of two or four years, at the discretion of the appointing authority. Terms of office commence at noon on the first
Monday in January.  (b) Any vacancy in the office of a member appointed to a board of

trustees shall be filled pursuant to Section 1779 of the Government Code. Any person appointed to fill 2 vacant office
shall fill the balance of the unexpired term. In addition, Gov. Code 1779 provides that if there is no appointment within
30 days, the Board of Supervisors shall have appointing authority.
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Municipal Service Review Areas of Determination

The following section examines the State mandated service review criteria as set forth in
Government Code Section 56430. LAFCQ’s goal is to perform this service review and sphere
update for San Mateo County Mosquito and Vector Control District (SMCMVCD) in a manner
that is consistent with and complies with Government Code Section 56430. LAFCo has used
available information provided by the District with a focus on pending issues concerning the
District. Because District budget documents do not include revenue sources and because audits
in some cases do not reflect budget amendments that took place in the audited year, the report
references and includes these documents to avoid misrepresenting them. While the Report
provides substantial information on district services, it speaks primarily to issues related to
fiscal stewardship, governance and accountability. Due to challenges in interpreting fiscal
documents, lack of specificity does not compromise the adequacy of the service review because
the review identifies budgetary trends and areas in which the District can improve fiscal
practices. it should also be emphasized that observations about budget policy and practice,
internal controls, etc. are not intended to minimize the dedication of the Board of Trustees and
employees to the District’s mission of protecting the public from vector borne diseases.

(1) Growth and population projections for the affected area

The SMCMVCD territory is coterminous with County boundaries with a census 2010 population
of 718,451 persons. Land uses include Agriculture, Open Space, Commercial, Industrial,
Residential and Institutional. The County’s land area is 452 square miles and water area (bay) is
99.95 square miles. San Mateo County contains approximately 5,000 acres of salt marsh along
the shores of San Francisco Bay and the coastline.

The following table represents projected growth for San Mateo County based on Association of
Bay Area Governments (ABAG) 2009 Projections for Years 2015 thru 2035. Note that ABAG
2009 Projections overstated the 2010 population by 14,849. Projections for 2015 through 2030
are similarly overstated and do not appear to reflect economic factors and were adopted prior
to the recent dissolution of Redevelopment Agencies (RDAs) which have been the vehicle for
much of the new housing in the 13 citles with redevelopment agencies.

. Census 2010 | ABAG 2015 | ABAG 2020 | ABAG 2025 | ABAG 2030 | ABAG 2035
Total Population

5 0 8 0 2,4 62 00
County of San Mateo 718,451 766,90 01,300 832,400 862,600 893,0
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Census populations for San Mateo County for 1990, 2000 and 2010 are 649,623, 707,163 and
718,451, respectively reflecting growth of 8.8% from 1990 to 2000 and growth of 1.6% from
2000 to 2010. Given the economy and elimination of RDA’s, it is reasonable to expect
sighificantly less growth than projected by ABAG. However, regardless of the rate of population
growth, demand for mosquito and vector control services will continue in both urban and rural
areas.

Recommended Determination regarding Population and Growth Projections:

Regardless of the rate of population growth, demand for mosquito and vector control services
will continue in both urban and rural areas.

(2) Present and planned capacity of public facilities and adequacy of public services,
including infrastructure needs or deficiencies

District headquarters are located at 1351 Rollins Road, Burlingame. Constructed in 2002,
facilities include administration office, laboratory, operational spaces, vehicle and equipment
repair facilities, fish pond building, pesticide storage and parking garage. The Redwood City
substation includes a newly built corporation yard with parking garage and education center.
District vehicle inventory includes 23 vehicles including eight right hand drive leeps and eight
watercraft. District staff repair and maintain much of the District’s vehicles and specialized
equipment.

The Board of Trustees appoints a General Manager who is responsible for District
Administration and Operations including staff of 18 full time employees and 11 seasonal
employees including (based on 2011-12 budget):

» General Manager

e Operations Director®
¢ Operations Supervisor
e 8 Vector Control Technicians
® 9 Summer Hires

e Finance Director

e Accountant

¢ Office Administrator

» 1 Summer Hire

e Laboratory Director

» 3 Vector Ecologists

¢

* This position is proposed to be eliminated and replace with an Assistant General Manager to assume operations
and administrative management duties.

9



San Mateo County Mosguite and Vector Control District
Municipal Service Review and Sphere of lnfluence Update
June 12, 2012

e 1. Summer Hire
18 Full Time, 9 Part Time

Please see organizational chart on page 5 of the District’s 2011 Annual Report. Note that
staffing level above Is based on 2011-12 budget.

For general comparison purposes, included below is budget and staffing level information for
Santa Clara County Vector Control District and Contra Costa Mosquito and Vector Control
District. Comparison is provided to give a general sense of industry practice in staffing. Size of
service area and unique local conditions including volume of marshland and waterways, etc.
should be taken into consideration in comparing any two agencies.

Santa Clara County Vector Control District

Santa Clara County Vector Control District, administered by the County of Santa Clara® and
operating as a County department is a countywide benefit assessment district, The District’s
service area is 1,290 square miles {compared to San Mateo County’s 452 square miles). The
District has fulltime staff of 37.5 that include:

Vector Controi Program Manager

Assistant Manager

Vector Control Operations Supervisor

Vector Control Technician I

Vector Control Technician 1l

Vector Control Trainee

Vector Control Community Resource Specialist
Vector Control Science-Technology Serv, Mgt.
Office Specialist Il

Accountant Assistant

Information Systems Analyst

Health Education Associate

Vector Control Ecology Education Specialist
37.5 total

[P I R Y
U-]"'-J

R R I N

Approved 2011-12 Budget
Revenues  $7,100,688
Expenditures 6,608,002

5 santa Clara Vector Control was created in 1988 and Is an assessment district governed by the Board of
Supervisors. The 2003 update of enabling legislation “grandfatherad” existing districts and governance models.
Current enakling legislation does not permit establishing the Board of Supervisors as the governing body of a
mosquito and vector control district.
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Contra Costa Mosquito Abatement District

The Contra Costa Mosquito Abatement District was formed in 1926, expanded to become
countywide in 1986 and assumed vector control services previously provided by the County in
1993. The District is funded by property tax and benefit assessment revenue. The District’s
service area is 790 square miles. Staffing level is 33 as follows:

General Manager

Operations Manager
Administrative Secretary
Administrative/Finance Manager
Accounting Benefits Specialist
Receptionist/Clerk

Information Technology Clerk
Public Affairs Manager
Community Aifairs Representative
Scientific Program Manager
Program Supervisor

Vector Control Inspector

Vector Control Technician
Vector Ecologist

Biologist

Mechanic

Total

MR WU OWER NRRR R R R R

w
W

Actual 2010-11 Budget:
Revenues 55,869,468
Expenditures $5,930,639

SMCMVCD Services

District services include abatement and contrel of mosquitoes, ground nesting yellowjackets,
rodents and ticks and community education. As noted above the District’s service area includes
452 square miles of land area and 99.95 of bay. '

Mosquito Abatement and Control

Mosquito abatement includes surveillance including West Nile Virus surveillance, physical
control, vegetation management (referred to as brushing in the Annual Report), biclogical and
chemical control® and community education. Services include inspection and control measures

8 cantrol Products include Bacteria that kill larval mosquitoes, Methoprene (a growth regulator), Surface Film {oils)
and Pyrethroids (adulticide), which the 2011 Annual Report states Is used sparingly. The District is regulated by the
California Department of Health Services and the San Matec County Agricultural Commissioner and Is reguired to
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for water sources including fishponds, fountains, containers, neglected swimming pools, water
under buildings, catch basins, utility vaults, ditches, drain lines, creeks, marshes and impounds.

The District’s service area is divided into the following zones, each assigned to a vector control

technician:

7one 1: Daly City, Brisbane, Colma, South San Francisco, San Bruno

Zone 2: Millbrae, Burlingame, Hillsborough

Zone 3: San Mateo

Zone 4: Belmont, San Carlos, Foster City, Redwood Shores

Zone 5: Redwood City

Zone 6: Woodside, Portola Valley, Ladera

Zone 7: Atherton, Menlo Park, East Palo Alto

Zone 8: Pacifica, Montara, Moss Beach, El Granada, Princeton, Half Moon Bay, Pescadero, La

Honda

Within the zones, the District has identified water sources by type,

The following from the District’s website details the District’s control measures: The District
controls mosquitoes through a program of integrated mosquito management (IMM). This

program focuses on controlling mosquitoes in their larval stoge and preventing problems before

they occur. Larval control has many benefits:

Lower toxicity. The pesticides used to control the larval stage ore much less toxic to the
environment and are highly specific to mosquitoes.
Less pesticides. The pesticides are applied to o smaller area than would be required for
treatment of adult mosquitoes.

Less disease. Targeting Immature mosquitoes kills them before they are capable of
transmitting disease.

The District mainly uses three different types of larvicides:

Golden Bear 1111: A refined petroleum distillate that breaks down in a few days. It is
applied to the surface of standing water and causes mosquito larvae to drown.
Methoprene: A juvenile growth hormone that is target specific to mosquito larvae. ft
mimics the growth hormone produced in a developing larva. They stop producing the
hormane when they pupate. When methoprene is applied to the water, it keeps the
larvae in a juvenile stage.

Bacillus thuringensis israelis (Bti): A bacteria that is toxic to mosquito larvae. The
bacteria cause the stomach lining of mosquito larvae to rupture and ultimately killing
the mosquito larvae.

comply with the California Environmental Quality Act. The District is currently in the process of contracting for a
Programmatic Environmental Impact Report for District Programs,
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» Mosquito fish (Gambusia affinis): We give out these fish at no additional charge to
residents with backyard fishponds or stagnant swimming pools. These fish fove to eqt
mosquito farvae and are a great biological control method.

Ground Nesting Yellowiackets, Rodents and Ticks

Control of ground nesting yellow jackets is typically conducted by using insecticidal dust to the
entrance of the nest and may require digging up nests to apply insecticides to the entire colony.
The District is responsible for overseeing contracts between cities and pest control companies
for control of rats in sewer systems and inspects bait traps and maintains a database on rat
populations in urbanized areas. District technicians will conduct inspections and offer advice on
management of rodents, raccoons, pigeons, skunks and other urban wildlife in residential
dwellings of three units or less. Further detail is provided in the attached Annual Report
(Attachment A). The District also conducts surveillance and identification of ticks in parks, trails
and other locations frequented by the public and tests and monitors for diseases carried and
transmitted by ticks such as Lyme disease,

Community Education

The District conducts outreach at a variety of festivals and fairs, schoo! presentations, and other
local and regional venues and events. The District’s website has a variety of educational
brochures available.

Other:
In addition, as detailed in the District’s Assessment District’s Engineer’s Report, the District:

e deploys sentinel chicken flocks, virus tested mosquito pools and blood analytical studies
for State and local agencies;

* tests new insecticide materials and investigation of their efficacy;

* tests for Hanta Virus, Arena Virus, Plague and other diseases carried by small mammal

populations and monitoring of new and emerging vectors such as Asian Tiger Mosquito
at entry poin’cs.7

District Operations

Mosquito control operations {inspections and larviciding) comprise 55% of field work hours.
The balance of operational personnel hours are expended in the following areas: Equipment
Maintenance 8%, Service Requests 8%, Miscellaneous 20%, Cordgrass control 6%, Yellowjacket

controi, 2% and Brush Removal 1%. Please see the attached 2011 Annual Report for details of
district programs and operations.

" The District’s Burlingame facility includes a highly specialized [aboratory that allows for testing of specimen
vectors,

13



San Mateo County Mosquite and Vector Control District
Muhicipal Service Review and Sphere of Influence Update
June 12, 2012

Most vector populations are influenced by seasons and weather and have peaks and lows. In
general, mosquitos peak from May through November.® The District responded to 1,469 service
requests in 2011 including 42% mosquito related, 42% stinging insects (yellowjacket nest
removal) and 11% rodent related. Details on service requests may be found on page 10 of the
attached Annual Report.

8 cap 2011 SMCVCD 2010 Annual Report “Seasonal Density of Aduit Masquitos”
14
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Comments from Interested Persons and Agencies related to this determination:

Environmental Health Director Dean Peterson comments on the decades-long working
relationship between SMCMVCD and the SMC Health System noting that the Health System
has found District staff to be professional, responsive and focused on providing excellent
service to the public and to the Health System and staff are extremely knowledgeable in
vector control and capable of problem solving in a multi-jurisdictional environment. SMC
Health System urges that actions by LAFCo or others in response to financial issues not
diminish the District’s excellent vector control services. The letter cautions that fiscal analysis
of potential savings in the Circulation Draft are premature and that fiscal impacts related to
dissolution and transfer of district services to the County should be determined in a detailed
review of administrative and operational costs and areas of overlap of responsibilities.

Mosquito and Vector Control Association of California

The Mosquito and Vector Control Association of California {Association) represents 63
mosquito and vector control districts in the state. The Association summarizes the vital role
of these districts in protecting public health from vector borne diseases and urges LAFCo not
to pursue dissolution of the District and transfer of services to the County of San Mateo. The
Assoclation states that the Community should not abandon the District as a result of the
alleged embezziement. The Association cites the possihility of revenues that would be
transferred to the County not being segregated for the purpose of vector contro! and the
possibility of vector control programs competing for funding with other County programs.
The Association cites the District’s practice of maintaining prudent reserves earmarked for a
vector-related public health emergency and the possibility that these reserves would not be
maintained for this purpose if the District were dissolved. '

San Mateo County Mosquito and Vector Control District

The District submitted a complete agenda packet for their Board of Trustees meeting at 6:00
on May 9. A transmittal memo summarizes measures they have taken to respond to the -
alleged embezzlement.(Attachment }. At the May 16 Commission Hearing, the District’s Board
President and Legal Counsel summarized the many ways the District provides a service to
protect the health and safety of San Mateo County residents and detailed the actions the
District has taken to respond to the alleged embezzlement (Attachments & ).
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Recommended Determinations- Present and planned capacity of public facilities and
adeguacy of public services, including infrastructure needs or deficiencies

a.  The District’s Burlingame and Redwood City facilities are newly constructed and the
District no debt for these facilities.

b.  Opportunities may exist for the District to partner with other agencies on the
Coastside or North Peninsula to share facilities that would allow the District to
respond more quickly to mosquito and vector control specific emergencies.

(3) Financial Ability of Agencies to Provide Services

In reviewing agency fiscal condition, LAFCo reviews adopted budgets, audits, capital plans, fiscal
policies and other agency documents. In the case of the SMCMVCD, there are limitations in the
analysis for recent years due to budget adoption practices and format as described below, work
in progress by the district to update and refine policies including internal control policies, lack
of audited financial statements for the Fiscal Year ending June 2011 and confidentiality of some
fiscal data due to the pending criminal investigation of two former finance personnel.

These circumstances put LAFCo at a disadvantage in assessing the District’s finances, but do not
preclude adopting determinations regarding the District’s financial ability to provide services.
Furthermore, due to the high level of on-going scrutiny of the District’s finances for Fiscal Years
2010-11 and 2009-10 as summarized below, this section of the municipal service review focuses
on District revenue and expenditure trends and ability to fund service, as well as budgeting
practices and not the actual fiscal results for these fiscal years. Recommendations are included
in this version of the service review to provide for better documentation of the Board of
Trustees’ budget adoption and implementation in a budget format that is informative to the
average citizen,

Alleged Embezzlement

As explained in the attached March 19 letter from the District (Attachment B), the District’s
former Finance Director {hired February 1, 2009) and former Accounting Supervisor (hired July
27, 2009) are under criminal investigation for embezzlement of District funds. The District
Attorney’s Office was contacted on or about June 10, 2011 regarding the suspected
embezzlement at which time the Finance Director was on unpaid leave. The District Attorney
Investigator contacted the District on June 15, 2011. The Accounting Supervisor resigned on
June 20, 2011. The Finance Director was terminated July 5, 2011

When the District discovered accounting irregularities and referred the matter to the District
Attorney’s Office, they also contracted with the District’s auditing firm to reconstruct the
financial records for the 2010-11 Fiscal Year. The District also contacted their insurer to submit
claims for damages and was informed that the complexity of the case required the insurer to
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hire an outside forensic expert to be able to understand the highly complex methods of alleged
embezzlement. Separately, related to the District Attorney’s investigation, a forensic audit is

examining accounting records from the period the former finance director was employed at the
District.

Note 10 of the 2010-11 Unaudited Financial Statements states: “In June, the District began an
investigation to determine the extent of employee theft committed against the District. The
amount of theft attributed to the fiscal year ended was approximately 5340,581. The total
amount of theft is estimated to be at least $650,000. The District will be making a claim against
its insurance policy to recover the amount lost.”

® $300,419 is attributable to the 2009-10 Fiscal Year, For 2011-12, year to date cost in auditing and legal related to
alleged embezzlement is $278,000.
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District Budget:

Mosquito and Vector Control District enabling legislation requires the Board of Trustees to
adopt a final budget prior to August 1 each year. (As noted in the District’s July 13, 2011
minutes, the District Manager recommended that the budget be adopted in June in the future
in order to have new fiscal year appropriations available for spending on July 1 each year). Each
vyear a general fund budget and capital fund budget are prepared by the Finance Director and
General Manager based in part on projected revenues and expenditures contained in the
District’s 2010-18 Strategic Plan. The Strategic Plan, developed by the Trustee Strategic
Planning Committee, includes a long range plan for District programs and projections of
revenues and expenditures through 2018. The District’s budget adoption process includes
review of the budget by the Finance Committee prior to consideration by the Board of Trustees
at three public meetings. Prior to the end of the fiscal year, typically in June, the Board of
Trustees approves transfers or amendment o the expenditures budget transferring funds from
reserves/contingencies to various accounts in the general fund budget and the capital fund
budget if necessary.

Attached for Fiscal Year 2010-11 and 2011-12 are approved budget documents and resolutions
authorizing transfers from Reserves and Contingencies to various General Fund Accounts, the
Capital Account and Vector Control JPA fund for the 2010-11 Fiscal year {Attachment C). Also
attached are financial statements for the years ending June 2011 (unaudited) and June 2010
{Attachments D & E).

Because the District’s adopted budgets do not include Proposed Revenues, LAFCo must rely on
the annual audits, the Strategic Plan and the “Five Year Revenue Comparison” for actual and
projected revenues. Please see Revenue Projection (Attachment F).

The Draft Municipal Service Review recommended that the District’s budget adoption
procedures include adoption of a budget format that includes appropriations for operations
and capital expenditures, revenues and fund balance in one document to assure that the
District is adopting a balanced budget and to provide detall on the source of revenues, how
they are used and impact of the budget to the District’s fund balance. In addition, it is
recommended that the budget document be accompanied by a narrative report explaining
revenues, expenditure accounts and key fiscal issues and assumptions on which the budget is
based so that it can be independently read and understood by members of the public. As
written in Government Finance Officers Association Government Finance-An Elected Official
Guide: “The budget document should be prepared so that it facilitates public understanding
and analysis while effectively communicating key economic issues and fiscal policies. Revenue
sources and assumptions should be explained as clearly as the spending plan.”

Following circulation of the Draft Municipal Service Review, the District sefected a new
quditing firm to prepare audits for Fiscal Years 2010-11, 2011-12 and 2012-13 and is in the
process of budget adoption for the 2012-13 Fiscal Year. In response to LAFCo Comments, the
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District’s Proposed Budget includes a revised format that includes both revenues and
expenditures and a harrative explaining revenues and expenditure accounts.

Budgetary Trends:

Primary revenues for SMCMVCD include property tax, benefit assessment and parcel tax
revenues representing approximately 85% of total revenues in the 2011-12 Adopted Budget. As
a district formed prior to implementation of Proposition 13, the District receives a share of the
1% property tax in the original boundaries as well as a voter approved $3.74 parcel tax. In the
balance of District boundaries annexed in 2003, the District receives a $17.26 per parcel benefit
assessment. Each year the District causes to be prepared an Engineer’s Report pursuant to
Health and Safety Code and Proposition 218. The assessment is subject to an annual
adjustment tied to the Consumer Price Index for the San Francisco Bay Area with a maximum
adjustment not to exceed 3%. The assessment may be levied annually and may be adjusted by
the maximum annual adjustment without any additional assessment ballot proceeding. For
2011-12 the assessments have been adjusted by the actual CPl increase of 1.52% to the rate of
$17.26. The Engineer’s Report for 2012-13 Fiscal Year maintains the rate of $17.26 and the
Proposed Budget assumes benefit assessment revenue based maintaining the $17.26
assessment.

an

The tables on the following three pages are extracted from the 2011-12 Budget document and
the June 30, 2010 Audit. (Attached is the Proposed 2012-13 Budget under consideration at the
June 13, 2012 Board of Trustees Meeting). The first table from the 2011-12 Budget document
details the Adopted 2011-12 Adopted General Fund Budget comprised of $3,473,505
Operations Budget, 10% Contingencies of $347,351 and General Reserves of $2,084,103 or
60% of Operational Budget for a total Budget of $5,904,959. The next table labeled “Two Year
Budget Summary” includes the District’s 2009-10, 201.0-11 and 2011-12 General Fund and
Capital Expenditure Budget data extracted from the 2011-12 budget. The third table is
“Schedule 1” extracted from the June 2011 Unaudited Financial Statement showing Adopted
and Actual Budget expenditures. Note that the 2010-11 Actual Expenditures of $3,031,669
found in column 3 of the Two Year Budget Comparison is superseded by the June 2011
Unaudited Financial Statement actual of

$3,635, 678 {Schedule 1).
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SAN MATEG COUNTY MOSQUITO AND VECTOR CONTROL DISTRICT
BUDGEY FOR FY 2011-12 - FUND NO, 62708

Printed 672772061 1ol 11

oXost
Anct
Ho. SALARIES & EMPLOYEE BENEF[TS
411 Hegular Full-Time Positions 1,500,000
4461 Raguler Park-Tine Positions 144,000
4311 Saclal Spcurlly 8,000
4321 County Reliremant Plan 400,800
4412 Heatlh insurance 265,000
A415 Medizare Insurance 24,000
4422 Denfy Insuranee 29,0600
43 iglon Insurance Plan 4,000
4842 Long Tanm Disabillty BO00
4451 Linsmployment Insurance 18,600
4621 AFLAC #.000
: : Sub Yotat 2,366,000
ERVIGES & SUPPLIES
5141 Agﬁmltur&! (msec:lieldas} 250,000
5124 Clothing . . R2EE0
5188 Hiuagheld - - Fiii)
ECrg| Madimﬁi_abaratasy . 4,300
5199 Offwe” 24, ﬁ&ﬂ
5233 Spadial *{‘misﬂnstrumems 12,500
5331 " Membership {Association fees) 18078
B41E Gasoline/UiliGrease 58,660
Ba28 Miscel, Ropaim « Maintenancs Equipment B, 500
5412 Genetal Malnteranda 7,800 -
5631 ElgbldoGas: - 23,000
5535 Watar/Sewage Disposal 6,000
8721 Meetingsionfarances 76,700
5858 Baricas/Consultatitng 347,300
5936 - Disirict Speglal Expense 41 SDG
6712 Telsphoné 37000
6728 ingwrance . 58,000
6731 kaers {:cmpensaﬂan : - ‘ B1HO
. Sub Tolal 4107508
ELX&QM"
7241 Stmctufes & impmvamems 0
311 Equipmant : L 9
Sub Tﬁtai C R
B R , ONAL sumaar_ | BATAS08
: CONTINGENEIES T
BB11 10% of Opsmﬂoaai Eaﬁgeﬂiceﬁ Aasels Budget 347351
’ ERAL RESERVE] )
8612 _61’)% af Q;zarausnai i‘o’udgezif—“med Asaels But;fgat 2,084,993
- TOTAL BUDGETY 5,804,958
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SAN MATEQ COUNTY MOSQLITO AND VECTOR GONTRDL. DISTRICT
Two Yaar Budget Gomparisen

| Fravious Fical Yosr 1 Cymrnrd Faca) Yone |1 upoomiiig fasear Yoar | % Crangs % Ghanpe
5 Expanded . Budgelsd B2 Expended Budgeled {38 PROPOSED | fFoem0eno § Fomiom
N Salary & Benefits Julyuune D8, 0810 22| Juviiune 10 '{0!11 1412, - 1990M9 to §112
4141 Regular Fuil Time 1,348,46250  1,550,000.00 |28 130542457 -~ 1,600,000.00 1,600,000,00 18.52%
4151 Regular Part Time 62,4287 122,800.00 (& 52,404,38 104;000.00 104,000.00 -15.31%
4311 Soclal Securily 5,289.03 7.600.00 B 11,680.12 14,000.00 8,000.00 BA21%
4321 Reflrement 202 AF1E3 209,000.00 82244242 45000000 | 400,000.00 11631%
4412 Health Insurance 23516126 243,000.00 21640243 . 277,814.00 255,000.00 14.33%
4415  Medicare Insurance 79,813.24 20,800.00 18,388.06 24.811.00 24,000.00 1B
4422 Dentalinsuranée 26,625.00 29000.60 & 28,760.85 3p804.00 2 28,000.00 25.58%
4431 Vision {nsurance Plan 3,754.70 3.800,00 |8 4,934 15 . 4,803.00 &= 400000 2B.39%
44842 Long Term Disabilty '6,778.84 g,B800.00 §,054.85 | 10,494.00 =y 9,000.00 7.08%]
4451 Unemployrant Insurance 11___@77_ 52 - 7,208.00 1471702 1501400 g2 1800000 1oesew
4621 AFLAC Insurancs 749818 £.400.00 B 7,338.85 | 1047600 [BE 5.000.00 - D.00%
sub fotal 1,032 037.08 2 009,500.00 | 2.018.645.08 2 551,106.0D H8a] 2 456,000,00 | 2t2m%
Samlces &Suppl:es .
5191 Agrwu!iurai ' 268,785.08 - -260,000.00 851024.81 23(3 DO0.DO L AvEEN
5121 Clolhing 17.445.39 “E7,760.00 - 13,578:47 - 22.550.00 - c B
5186  Household . - 496,66 - -4,300.00 s ADFEBT S 8E00.00 5 - SAREI
13771 Medicam.abnraiory 2,831,71 - 3850.00 - 40850 - 4,700.00 - T sy
5188 Ofiice 1921967 - 27.085.00 19,38081- 2428000 1= . 2108000 | - adsaw
5233 Spacla! Tonls 47,029.05 24,500.00 1836507 .- 17,000.00 = - 0 2025%
5331 Membships 17,017.69 17,866.00 C 1628275 - 4802500 B.55%
6416 Gasoline/ON - 4320826 56500.00 . 49,782.68 - B7,000,00 | L iB.56%
5420 Misesllansous Repair 5788517 . 65400:00 CAbARREE - 8450000 . 4.3E%
5472 G Jiaimenanca : CL708649 930000 (8 - 5%60.5% 7,900,00 . A4508%)
5631  Elecirl/Gas 16,655,00 - 24,00000 |5, 1224838 23,000,060 AT
5635 Wale/Sawer E}lsposai 277685 .5 000, 00, 28,3860 ~ B0, 33.39%
5721  Healings/Contefences 5456319 . 78,800.00 DR FRATER 102,300.00 B3i%
gema  Spnices/Consultation - AR5 7E0ET  35E,300.00 199 720,28 244,500,600 1 5182%
¢ Speoial Expenses 10476601 177,200:00 2052549 43,000.00 i T T
Sr-e  Telephons . - 44,860.89 . 14,900.00 | 53 533{! 08 35,000,00 37, " B0zOH
B725  Ljablify Jasurands " 44,384.00.  45,000,00 5615, ODA_ : 58,203.00 15 58 000007« zepe
6731 - Workers' Compensation . - 69,BAD0: - B2O0000 IEE: CSLABANN - 87, 487,00 el o 81700000 | . didis
T subitofal 0 1,908.654.21 ©1,277.640.00 | -1.0&3.{323.?5 7 1,071,096,00. 5%, 1,107.208.00 | . -todel. -
" Fixed Assols ©. . = 5 Coo
7211 Btruuiuresa‘(mpmvamems S j % 950 OQ. ’ 0.00 &= _ 0 DG_ . o
7311 Eﬁ}uipmsm : C o 0.00 . 0.og- =
. sub tr.utai_. _ 1{35{300: D06 C00E LT
Sudget‘i'otal : 3 042 641 280 3,287,340.00 1 3!{}3*1,859.813'. 862220100
Cantmganuies Reserves
Gapif:a! -Prci}éct F'u-nti :
s1agpp - Othef Mlsc Bdp (04 0 P Pymt) 270 975, ?’5 291 000 00 T B2EBE5 . 50,52%
se3a05 - Bpetlal Toals ) T Eradt 24 500.00 T 7514883 Y )
542605 Misg Repa:r . -1 359_ &\'_} s _2_1 500.00 2 =il SR 2
seza-05  LegallAdmin Fees 000 T 250000 BehBAT. oo
sa5605  Senvides/Consulldlions 000 {1,000 S D.00%
5666-05  Spoctal District Expense 08.00 0.007E 000 . B00%
171405 Stmewreﬁfimprovemams C 782, B24, 83 789, 80D, 0] 0.00 - " D A00.00%
T % Equipmient ' 0.00  B4,060.00(55| 94,042, 30]_ : 205 £00.00 116.62%
1 3 Appropriste Conlingencies 5000000 © - 5B,000.00 = .o 4b.000.00/
e sub total 1,080,576.88 1 243,360, V)i &; 200,395.76 338,300.00 A52,69%
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SAN MATEC COUNTY MOSQUILO mxrmer’om CONTROL DISTRICK .

SCHEDULE OF GENERAL FUND EXPENDITURES
ACTUAL QVON-GAAP) VS. BUDGET
FOR THE FIECAL YEAR ENDED JUNE 30, 2011

VARIANCE
FAVORABLE
_ WUDGET _ __ ACTUAL  (UNFAVORABLE)

. SALARIES AND EMPLOYEE BENEFITS:

Full iime regutar posifions. . 1,600,000- 1,526,718 75,282
Part time ropular pasitions S 10400 100,510 3490
Retiement plan 450,000 482440 (32,400
Dentat insurnce 39,694 30,896 8,798
Heslth inmumence - T77,814 328,724 (@5.910)
Vision-inswance play . 4,803 4,304 455
Wedicars Insurmes 24,811 23,547 1,264
1 omg-loam digabitity 10,494 16331 163
Sodlal Security 14,000 T.G08 6,321 |
Unemployment lnsummce 15,014 14,532 483 , |
AFLAC Insurance 10475 9,635 n B4} 1
Tt Sataries snd Employes Bensfits 2:551,106 2,554,246 16,360
SERVICES AND SUPPLIES: |
Ageeuptgal supplies 230,000 240,555 {10,555) |
Clothing ' 22,550 16,592 5,958 |
" Eletrefty ad gas ' 23,000 14,603 11,597
Crts, uiland groase £7,000 56,671 329
Gepesal mairummes 7,900 5479 2,421
‘Housshold 3,500 1,989 1,501
Lisbility iosrence 58,203 46,580 11,623
Worker's Compengation | 37,487 50,128 641
Medies! and lubormtory 4,106 1,865 R34
Meetings end conferences 102,39¢ 86,985 15,315
Menbarships 9o 10 9,915
Miscelimenus tepair R L 55,743 8,757
Offfece 24,230 17,516 6,714
Sapvice and consultbtion 244,300 #71,386 {27,085)
Speolal Experic 43,000 37,845 5,055 .
Telephone 43,000 41,242 5,748
“Tools and fostrumenls 17,000 10,746 6,254
Water mid sewer disposal 8;000 A 54
Equipméatl - gD942 {80,342
"Fotul Services and Supplies 1,071,095 1101432 , BOIIT)

TOTAL BXPENDITURES § 3622200 § 3,035,078 § (12,477
* Rriplayee theft, in the mpount of $340,551, is not inctuded i the schedule sbove,

. Bchedule 1
Ser aveountant’s ocmpilation report
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The table helow based on Schedule D of the June 2010 Audit and Page 6 of the June 2011
Unaudited Financial Statement illustrates General Fund Revenues and Expenditure Trends for

Fiscal Years ending June 2008 through 2011.

Actual Actual Actual Actual

2007-08 2008-08 2009-10 2010-11
Revenues 4,090,693 4,154,040 4,220,644 4,128,619
Expenditures 2,719,086 3,369,491 3,334,331 3,635,678
Excess of Revenues 492,941
Transfers In 65,008
Transfers Out {1,200,000) - - {12,296)
Employee Theft™ (300,219)
Investment [oss - (94,334) - -
Change in Fund Balance 171,067 730,215 886,313 245,434
Beginning Unrestricted FB 2,592,865 2,764,476 3,494,691 4,394,875
Prior Adjustiment - - -
Fund balance as restated 2,592,869 2,764,476 3,494,691
Ending Fund balance 52,764,457 53,494,691 54,381,004 54,640,309

As illustrated, District General Fund revenues consistently exceed expenditures for Fiscal Years
2006 through 2010 by a range of 51,279,919 in Fiscal Year 2005-06 to $886,313 in Fiscal Year
2009-10. This allowed the District to transfer $1.2 million in Fiscal Year 2006, $1 miilion in Fiscal
Year 2007 and $1.2 million in 2008 to the Capital Fund for construction of the Redwood City
Corporation Yard. :

General Fund Expenditures grew by $916,592 or 33% from $2,719,086 in Fiscal Year 2007-08 to
$3,635,678 in 2010-11 while General Fund Revenues grew by $37,926 or less than 1%.

Long Term Debt:

In April 2001, the District issued Certificates of Participation in the amount of 52,275,000 for
the construction of the District’s office building. This loan was retired in the 2010-11 Fiscal Year.
As of June 30, 2011, the District’s accrued vacation and sick liability included in Long Term Debt
was $222,551 as of June 30, 2010. The District’s Redwood City Corporation Yard was
constructed with capital fund balance.

1% See 2010-11 Unaudited Statement for Notes and for data on Capital Budget including Employee Theft of
(40,362)
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Other Postemployment Benefits (OPEB)

As noted in Note No. 9 in the Notes Section of the Audit for the Fiscal Year ending June 2010,
the Government Accounting Standards Board issued Statement No. 45 (GASB 45) regarding
accounting and reporting by employers for other postemployment benefits (OPEB) other than
pensions. Prior to GASB 45, typically public agencies reported the cost of retiree health care and
other non-pension benefits on a pay-as-you go basis without reporting the accumulating costs
of future benefits of current employees. Effective the fiscal year after December 15, 2008, GASB
45 required the district financial statement to report on the cost of providing retiree health
coverage over the working life of the employee, rather than only at the time premiums are
paid. GASB 45 hecame effective for the year ending June 30, 2010 however at the time of the
2010 Audit the District had not yet obtained the necessary actuarial calculation to be able to
disclose QPEB liability. Since that time the District obtained an actuarial report for the period
ending June 2010. The report contained the following calculations:

GASB 45 Actuarial Accrued Liability 51,217,712
Annual Required Contribution (ARC} 141,198
Contributions Fiscal Year June 2010 29,645
Estimated Net OPEB cbligation for FY 2010 111,553

The actuarial report further states that if the District continues funding on a “Hay-as-you-go”
hasis for the Fiscal Year ending June 2011, the unfunded actuarial liability is projected to
increase to $1,340,186 and the ARC to $150,575 and that if the District’s only OPEB
contributions continue to be the amount paid for current retirees {(estimated at $35,974), the
net OPEB obligation is projected to increase to $226,441 as of June 30, 2011.

It is not required that agencies budget and pre-fund for OPEB. However, it is financially prudent
for agencies to do so if resources allow, or to develop a plan that would address the funding
shartfall over time. This would require the District to establish a separate account for this
purpose. The District’s 2012-13 Proposed Budget appropriates {150,000} for this purpose and

the District is pursuing establishing an account for this purpose.

Fund Balance and Reserves:

The District’s Unrestricted Fund Balance grew from $2,206,787 in Fiscal Year 2006-07 to
$4,381,004 in Fiscal Year 2009-10. The unaudited financial statements for 2010-11 (which
reflect employee theft) show ending fund balances of $4,640,309 for the General Fund and
$165,711 for the Capital Fund.
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The following table reflects fund balances as shown in the District’s Financial Statements:*

2007-08 2008-05 2009-10 201011
General Fund 2,764 476 3,494,691 4,381,004 4,640,309
Capital Projects 2,420,429 1,207,533 674,980 165,711

The District Board does not have adopted policies for Fund Balance, Reserves or Contingencies.
Prudent fiscal practice includes establishing a fund balance policy for the general and other
funds at adequate levels to absorb unanticipated events or shortfalls and ensure sufficient cash
flow, in particular if the agency relies on property tax revenue that is distributed three times
per year. Reduced capital projects fund balance reflects funding construction of Redwood City
Corporation Yard. [f agency revenues consistently exceed expenditures the agency can establish
policies that commit surplus funds to restricted funds such as capital equipment or facilities
replacement or other postemployment benefits (OPEB).

Net Assets
Total net assets for Fiscal Years June 2009, June 2010 and June 2011 were $8,752,947,
$9,109,563 and $9, 175,953 with June 2011 reflecting a loss due to theft of $340,581 and net

increase in assets of 570,098.

Self-Insurance Joint Powers Agency

SMCMVCD participates with other districts in a self-insurance joint powers agreement
establishing the Vector Control Joint Powers Agency (VCIPA). The District is covered for the first
$1 million of each general liability claim and $350,000 of each worker’s compensation claim
through the VCIPA. The District contributes approximately $126,990 annually to the VCIPA. As
of June, 2011 the District’s share of the VCIPA Members Trust Fund and Property Contingency
Fund were $37,765 and $248,789, respectlvely Additional information is found in Note 6 of the
June 2011 fmanual statements.

Recommended Determinations Regarding Financial Ability of Agency to Provide Services:

a. The District’s revenue sources of property tax, special tax and benefit assessment

allow the District to meet mosquito and vectrol control needs of the County while
building a general fund balance and retiring debt.

1 Annual Financial Statements are available for Fiscal Years ending June 2003 through June 2010. June 2011 is
unaudited. Observations about the audits in general include that audits for Fiscal Years ending June 2009 and June
2010 lack management’s discussion and analysis that are determined to be a necessary supplement but not a
required part of the financial statements according to generally accepted accounting principles. These audits also
hoth contain findings of significant deficiency regarding financial reporting and petty cash management. In
addition comparison in several audits of adopted budget, final budget and actual expenditures does not reflect
hudget amendments in stating the “final budget” which may not have been made available to the auditars.
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b. General Fund Expenditures grew by $916,592 or 33% from $2,719,086 in Fiscal Year
2007-08 to $3,635,678 in 2010-11 while General Fund Revenues grew by $37,926 or
less than 1%, indicating a need to focus on cost containment.

c. Establishing policies for fund balance, reserves or contingencies wilt assure sufficient
cash flow and provide for unanticipated events or shortfalls.

d. The Board is taking appropriate action regarding budgeting for Other Post Retirement
Benefits.

(4} Status of, and opportunities for, shared facilities and cost avoidance

While the District does not duplicate services provided by the cities or the County of San
Mateo, the District shares a common service area with the cities and the County. In particular,
District services are aligned with services provided by the County of San Mateo Department of
Public Health and the San Mateo County Agricultural Commissioner.

Opportunities exist for the District to collaborate with the County and cities to examine areas in
which both agencies may be able to share resources and cut costs in areas such as website
maintenance, fleet maintenance, personnel or finance. In addition, many of the District’s
educational materials could be of benefit in municipal and county offices to raise awareness of
District programs and expand potential for distribution of self-help educational brochures.

Recommended Determinations regarding status of, and opportunities for, shared facilities,

d. Based on the small size of District administration and the need to have
internal controls made possible by seqregation of duties, opportunities may
exist for the District to recelve payroll or other accounting services from the
county or another agency, or in the alternative increase staffing levels to
facilitate seqreqation of duties.

b. The District has identified the challenge of maintaining the District’s
website and updating it in a timely manner, indicating a potential need for
contracting website maintenance with another agency.

(5) Accountability for community service needs, including governmental structure and
operational efficiencies

Accountability:

In regard to accountability to the public, as a special district, the District is subject to the Ralph
M. Brown Act governing public meetings. As noted above, District enabling legislation
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establishes that the District has a twenty-one member board of trustees appointed by the
twenty city councils and the Board of Supervisors. Vacancies exist from time to time due to
delays in appointing new trustees. Current vacancies include Town of Colma and City of Half
Moon Bay. In addition, the term of Board of Supervisors appointed trustee expired in
December 2011. District meetings are held on the second Wednesday of the month 6:00 p.m.
at the District Office at 1351 Rollins Road, Burlingame. The agenda is prepared and circulated
one week prior to the meeting with posting at District offices and on the District’s website. The
District website includes information on the board of directors, service, financial data, and
other information. Board of Trustee committees include: Strategic Planning, Manager’s
Evaluation, Policy, Financial and Environmental/Public Qutreach. In spite of these committees,
given the farge size of the Board of Trustees and the legislative requirement that trustees be
appointed by city councils and not directly elected by the voters, the District’s accountability,
visibility and responsiveness to the public is constrained compared to that of a the County
Board of Supervisors, city councils or directly elected special district boards.

The District adopts a budget annually and publishes monthly surveillance reports and an annual
report. Beginning this year, the Board of Trustees receives a detailed monthly financial report.
The District’s budget format and budget adoption process has been amended to better
document the District’s action to adopt,a balanced budget in a format that documents revenue
sources, expenditures and impact to fund balance and that is easily understandable to the
public and communicates the District’s fiscal policies and program priorities.

In regard to regulatory oversight, the District is subject to California Department of Public
Health, Agricultural Commissioner and the State Water Resources Control Board and requires a
National Pollutant Discharge Elimination System. (NPDES) permit and oversight regarding
pesticide use. The District is currently in the process of contracting for environmental consulting
services to comply with the California Environmental Quality Act (CEQA). Mosquito Control
technicians require certification by the California Department of Public Health.

Fiscal Stewardship:

The recent incident of alleged embezzlement underscores the responsibilities and vulnerability
of public agencies as stewards of public funds and the need for responsiveness to warning
signs. In response to alleged embezzlement by the former District Finance Director and
Accounting Supervisor, the District has undertaken a review and update of District financial
policies including implementation of criminal background checks and updated internal financial
controls,* - ' : S '

Best practice in internal controls includes a system of controls that include segregation of
accounting duties or responsibilities to assure that errors or irregularities are prevented or
detected in a timely manner. Segregation of duties means that no single individual has control
over two or more phases of a transaction or operation and duties are assigned in a manner that

2 see [nstitute for Local Government Publication “Financial Management for Elected Officials”
http://www.ca-ilg.org/taxonomy/term/272

27



San Mateo County Mosguito and Vector Control District
Municlpal Service Review and Sphere of Influence Update
June 12, 2012

provides for crosscheck of accounting duties. Segregation of duties makes it more likely that
innocent errors will be found and makes deliberate fraud more difficult because it requires
collusion of two or more persons.

As a small, independent special district, implementation of financial controls can be more
challenging because it is difficult to implement segregation of duties with a limited accounting
staff of two plus a General Manager. Limited staffing levels require vigilance by administration
and the District Board to be able to implement financial controls, or in the alternative
increasing staffing or contracting for some accounting services to assure internal accounting
controls can be implemented. Investigating best practices by other public agencies of similar
staff size may assist the District how to best meet their internal control needs. The District has
also been provided the Institute for Local Government publication “Financial Management for
Elected Officials: Questions to Ask.”

Comments related to this area of determination:

Trustee Betsy Schneider comments on events leading up to notification of alleged fraud to
the District Attorney’s Office indluding her investigation of misleading invoices that she
forwarded to County Counsel representing the District, which was then forwarded to the
District Attorney’s Office. She comments on failure to follow District hiring policies and
procedures when the previous finance director was hired and lack of financial reports to the
Board of Trustees during the prior finance director’s tenure, Trustee Schneider states that the
District is out of control and cites concern about how the District is nrocessing a claim to the
Vector Control Joint Powers Risk Pool regarding repair of a boat. Ms. Schngider acknowledges
the District’s conscientious staff and notes her concerns about the current structure of the
District.

James Counts, Retired SMCMVCD Operations Director

Mr. Counts summarizes his inquiries about operational accounts prior to the District reporting
the alleged embezzlement, his concetns that the General Manager and Board Officers failed
to follow up on accounting discrepancies and his disagreement with statements in the March
19, 2012 SMCMVCD letter to the appointing authorities regarding events concerning the
alleged embezzlement. Mr. Counts also cites failure to follow District hiring procedures and
lack of oversight by the Board of Trustees and the District Manager. (Attachment

On May 29, 2012, Mr. Counts submitted additional comments concerning the timing and
process in the hiring of former Finance Director JoAnn Dearman and hiring by Ms, Dearman of
several Accounting Assistants leading up to the hiring of the former accounting supervisor
also implicated in the alleged embezzlement. Mr. Counts nrovided detailed documentation
regarding credit card use by Mis. Dearman that Mr, Counts states should have been detected
hy the General Manager and the Board of Trustees, Mr. Counts also cites personnel matters
preceding appointment of Ms. Dearman as Finance Director, {Attachment }
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San Mateo County Mosquito and Vector Control District

As noted above, the District submitted a complete agenda packet for their Board of Trustees
meeting at 6:00 on May 9 and June 13. A transmittal memo and memo from Attorney Joan
Cassman in the June Agenda Packet summarize measures the district has taken to respond to
the alleged embezzlement. At the May 16 Commission Hearing, the District’s Board President
and Legal Counsel summarized the many ways the District provides services to protect the
health and safety of San Mateo County residents and detailed the actions the District has
taken to respond to the alleged embezzlement.

Operational E_fﬁciencies:

SMCMVCD is a single purpose special district providing a specialized, labor intensive health and
safety function to protect residents from vector borne diseases. The District’s enabling
legistation requires that it be governed by trustees appointed by the 20 cities and one by the
Board of Supervisors. The members of the Board of Trustees receive $100 per month
compensation as reimbursement for travel and attendance at meetings and also are
reimbursed for conference attendance. The Trustees hire and oversee the General Manager,
who manages three Department Directors responsible for operations, laboratory and finance.

District Technicians are certified by the California Department of Health Services in mosquito
and vector control operations and in addition to vector control activities, also work on repairing
and maintaining district vehicles, boats and other customized equipment. The Annual Reports
include the monthly inspection and treatment data for 2011 for a total of 41,813 mosquito
inspections and 401,734 treatments applied to:

Fishponds & Fountains 15,125
Containers 8,824

- Neglected Swimming Pools 933
Water under Buildings 214
Catch Basins 364,803
Utility Vaults 6,302
Ditches and Drainlines 2,106
Creeks : ' 454
Marshes & Impounds 2,459
Other ‘ ' 504
Total ' 401,734 -

The five year average volume is reported at 326,029, The District received 1,469 service
requests in 2011 and reports a five year average of 1,418 service calls per year.

Governmental Structure Alternatives
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For the purpose of this report, discussion of government structure relates to alternative forms
of government for service delivery that would promote efficiencies and accountability in service
delivery. This discussion takes into consideration the existing sphere of influence designation
for the agency as well as other possible governance models. Identifying governance structure
options does not suggest that an agency under study is not effective in service delivery nor does
it represent a proposal for reorganization.

The District’s boundaries are coterminous with the County of San Mateo and the District’s
sphere designation adopted by the Commission in 2003 is status quo. Mosquito and Vector
Control District enabling legislation as re-written in 2003 grandfathered districts that were
governed by Boards of Supervisors and set forth that the governing body of districts shall be
appointed by cities and the County. In addition to continued operation as an independent
special district, a governmental structure alternative includes dissolution of the District and
transfer of service responsibilities to the County of San Mateo. This could take the form of a
County Service Area governed by the Board of Supervisots, similar to establishing the district as
a subsidiary of the County with service responsibility to be provided as a departrmental function
or transfer to the County as a department function and creation of a fund similar to the County
Library Fund or Fire Fund.”

Status Quo

Continued existence of the District as it exists offers opportunities for improvement in areas of
fiscal oversight, budgeting practices and internal controls and continued focus on the single
purpose of mosquito and vector control services. Opportunities also exist for the District to
collaborate with other agencies in San Mateo County for service sharing in areas of website
maintenance, fleet maintenance or perhaps a corporation yard on the coastside since District
headquarters and corporation yard are both on the bayside. Absent changes in enabling
legislation regarding method of trustee appointment by the twenty cities and the County, the
district would continue to operate with a twenty-one member board of trustees.

Dissolution and Transfer to the County of San Mateo

Of the 65 mosquito and vector control agencies that are members of Mosguito & Vector Control
Association of California, about 20 percent {13 members) of those are county governments and ahout
80 percent (52) are independent special districts. It is therefore not unprecedented that a County
would be the provider of mosquito and vector control services. The effect of dissolution whether it
results in formation of a county service area or a county department, would be to transfer all
service responsibility, revenues, liabilities and assets to the County of San Mateo in a manner
that results in fund balances and revenues being segregated for the purpose of mosquito and
vector control. The County Board of Supervisors would be the governing body and services

# The County Library Fund and Fire Fund resulted from implementation of Proposition 13 because the County was
assessing for these services hefore Proposition 13, thereby recelving a proportional share of the 1% property tax.
Each Fund receives base property tax and growth in property tax revenues and these revenues are segregated for
the purpose of library services and structural fire protection.
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could be provided as a departmental function of the County, most likely within the
Environmental Health Division of the San Mateo County Health System. The Environmental
Health Division provides countywide services to ensure a safe and healthy environment in San
Mateo County including restaurant and housing inspection, household hazardous waste and
medical waste disposal, water protection and water quality menitoring, pollution prevention,
and other regulatory activities and services. As written above, San Mateo County
Environmental Health transferred rodent responsibilities to SMCMVCD and therefore has
experience in vector control services. The transfer was driven by budget constraints and lack of
adequate funding to provide the service. If as a result of dissolution, SMCMVCD responsibilities
and revenues for the purpose of mosquito and vector control were transferred to the County,
the Environmental Health Division has the administrative capacity and experience to manage

operations assuming transfer of mosquito and vector control technicians and other appropriate
staff. -

Disadvantages of dissolution and transfer of service to a general purpose government are
typically cited as potential loss of focus on single-purpose function in the face of competing
service demands, bureaucratic systems, or loss of local control. However, in the instance of
transfer of service responsibility along with associated segregated revenues, the Environmental
Health Division is already structured in a way to provide for specific segregated services such as
restaurant and housing inspection, household hazardous waste and medical waste disposal,
water protection and water quality monitoring as detailed above.

Advantages of dissolution and transfer of segregated revenues to the County of San Mateo
include streamlining governance and decision making under the model of a Department or
Agency Director and five-member Board of Supervisors compared to a twenty-one member
board of trustees. Decision making and responses to emergencies would be streamlined
under one entity compared to coordinating efforts of the County Environmental Health
Department and the separate Mosquito & Vector Control District, As commented by the
Director of Environmental Health, until a reorganization transferring service to the county can
be studied, estimates cannot be made of what potential savings, if any, would be achieved.
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Process:

The enabling legislation for mosquito and vector control districts does not contemplate districts
governed by the Board of Supervisors. Therefore dissolution and transfer of service
responsibilities and segregated revenues require that a public agency apply to LAFCo for
dissolution of the District and either formation of a County Service Area with the mosquito and
vector control authority™ so that the County Service area would become successor to
SMCMVCD in property tax, benefit assessment and parcel tax revenues as well as assets and
liabilities. In the alternative, if the dissolution involves dissolution and establishing the County
as successor without forming a County Service Area, LAFCo conditions of approval would
include establishing the County as successor, establishing a Mosquito and Vector Cantrel Fund
similar to the existing County Fire Fund or Free Library Fund so that property tax and other
revenues would be segregated for the purpose of funding mosguito and vector controf
programs. Consideration would also be given to transfer of employees and transitional costs
and costs to be borne by the Successor Agency for costs associated with District long term
obligation for current and retired employees.

Basic Process

1 Resolution of Application by the any of the following: SMCMVCD, County of San Mateo,
any affected city, district or school district

2 LAECo consideration at a noticed public hearing at which LAFCo may approve, approve
with conditions or deny application. :

3 If the application is consistent with the Commission’s adopted sphere for the district
and if the proposal is approved, LAFCo must hold a protest hearing. If at the end of the
protest hearing less than 25% of the registered voters of the District submit protest,
LAFCo orders the dissolution and transfer to the County complete.*

Effects of Dissolution

A dissolution that involves long term transfer of service responsibility to the County would
transfer all powers, duties, revenues, assets and liabilities to the County as successor. In
preparing an application for dissolution a plan for providing service would include a proposed
revenue and expenditure budget. The budget would include assumption of long term liabilities
of the District including OPEB. Consideration would also need to be given to transfer of
appropriate personnel for continued operations of mosquito and vector control services, The
attached June 4 memorandum from LAFCo Legal Counsel Rebecca Archer, provides
application sections of the Cortese Knox Hertzberg Act that permit LAFCo to set such

* County Services Areas are county-governed districts that have a broad set of powers including mosquito
sbatement and vector control. Formation of a County Service Area would require an election.

1 1f the proposal involves dissolution of the District and formation of a county service arez an election Is required
for formation of a county service area. Also, if the Commission approves the proposal with conditicns, the
conditions must be met before LAFCo can record the dissolution,
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conditions that would establish the County as successor agency and establish segregated
revenue streams that would be dedicated to mosquito and vector control programs.

Recommended Determinations regarding accountability for community service needs,
including governmental structure and operational efficiencies:

a. Therecord in the municipal service review indicates the District is effectively providing
mosquito and vector control services to hest meet the pubiic health and safety needs
of County residents.

b. The size of the Board of Trustees and the method of appointment as required by
enabling legislation constrain accountability, visibility and responsiveness to the
public compared to that of a the County Board of Supervisors, city councils or dlrectlv
elected special district boards. :

¢. The District’s administration and governing board duplicate administration and
governance that could be provided by the County of San Mateo in the same manner
the County provides services such as County environmental health programs.
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Part 2: Sphere of Influence Determinations:

Section 56425 requires the Commission to make determinations concerning land use, present
and probable need for public facilities and services in the area, capacity of public facilities and
adequacy of public services that the agency provides or is authorized to provide and existence
of any social or economic communities of interest in the area if the Commission determines
that they are relevant to the agency. The current sphere of influence of the District is status
quo. The following section discusses these areas of determination.

The present and planned [and uses in the area, including agricultural and open-space lands:

Encompassing the whole of San Mateo County, land uses include open space, agriculture,
residential, commercial, and institutional land use designations. While some areas are
projected to experience more development and growth than others, the need for mosquito
abatement service will not diminish.

The present and probable need for public facilities and services in the area:

The need for mosquito and vector control service within the District’s boundaries is necessary
in order to protect residents from mosquito and vector borne diseases now and in the future,

The present capacity of public facilities and adequacy of public services that the agency
provides or is authorized to provide:

The District provides a full range of vector control setvices to the area within district boundaries
at levels necessary to protect the residents.

The existence of any social or economic communities of interest in the area if the Commissjon
determines that they are relevant to the agency:

There is a countywide community of interest in protecting public health through mosquito and
vector control services. District Administration and Governance by a twenty-one member
board of trustees duplicates administration and governance already provided by the County
of San Mateo and District operations could be transferred to the County along with
segregated revenues for that purpose.

Recommended Sphere of Influence:

Based on the foregoing it is recommended that the District’s sphere of influence be amended
to that of dissolution and transfer of service responsibility, assets, [iabilities and revenues to
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the County of San Mateo. It is recommended that if the Commission amends the District’s
status guo sphere of influence to that of “dissolution and transfer to the County of San
Mateo as Successor Agency” that it be conditioned upon said proposal resulting in transfer of
all assets, liabilities and revenues in segregated funds separate and distinct from other county
funds and to be used solely for the purposes of services authorized by health safety code to
be provided by Mosguito and Vector Control Districts. Said sphere designation does not
constitute a proposal to dissolve the District. Implementation would require initiation by
LAFCo or by resolution of application by the District, the County of San Mateo, affected cities
or by petition of 10% of the voters or landowners within District boundaries.

Comments on this draft report are requested by July 9, 2012 and may be submitted to:

Martha Poyatos, Executive Officer

San Mateo Local Agency Formation Commission
455 County Center

Redwood City, CA 94063

650-363-4224 phone

650-363-4849 fax

mpoyatos@smcgov.org e-mail

LAFCo will consider the updated report at the July 18, 2012 LAFCo meeting that will take place
at 2:30 p.m. in the Board of Supervisors Chambers, Hall of Justice, Redwood City, CA

Attachments:

District Budget Document {Hard copy to Commission, e-version on line)
Legal Opinion, June 4, 2012

May 16, 2012 Commentary President Sam Lerner

May 16, 2012 Commentary Attorney Joan Cassman

James Count’s Submittal received 5/29/2012
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COUNTY OF SAN MATEO

To: Martha Poyatos — LLAFCo

From: Rebecca Archer

Subject:  Dissolution of Mosquito & Vector Control District
Date: June 4, 2012

You have requested a legal opinion as to how revenues might transfer in the event of the
dissolution of the San Mateo County Mosquito & Vector Contro! District (“SMCMVCD”) and
establishing the County as a successor agency, without forming a County service area or County
dependent district.

Government Code section 56886 provides broad powers for LAFCo to condition the dissolution
of the SMCMVCD upon the transfer of revenues. Among other things, LAFCo may, by
resolution, condition “[a]ny change of organization® or reorganization” upon:

» The levying or fixing of taxes, assessments, or service charges (Gov. Code §56886(b).)

e Transfer or apportionment of any part of principal or interest from bonds or other
obligations of the district including taxes or assessments or service charges. (Gov. Code
§56886(c).)

 The disposition or transfer of any moneys or funds, including cash on hand and moneys
due. (Gov. Code §56886(3).)

 'The employment, transfer or discharge of employees. (Gov. Code §56886(1).)

* The designation of a County as successor agency. (Gov. Code §56886(m).)

¢ The continuation of any services provided or previously authorized by official act of the
local agency. (Gov. Code §56886(x).)

 The levying of assessments, including imposition of a fee, or the approval by the voters
of general or special taxes. (Gov. Code §56886(s).)

* The extension or continuation of any previously authorized charge, fee, assessment, or
tax by the local agency or a successor agency in the affected territory. (Gov. Code
§56886(t).)

Government Code section 58861(m) allows the Commission to establish the County as a
successor agency as a condition of dissolution. The Commission further has the power to
condition the dissolution upon transfer of the revenue sources already held by the
dissolving agency, or conditioning the dissolution upon the approval by voters of new or

! Government Code section 56021(h) defines Change of Organization as “a district dissolution.”



Martha Poyatos - LAFCo
June 4, 2012
Page 2

continuing revenue sources. The Commission may also structure its resolution to include
conditions as to the employment ot discharge of SMCMVCD employees. These broad
powers to condition dissolution allows the Commission to ensure that any revenue
sources will transfer to the successor agency.

Please let me know if you have any further questions.

RMA



Remarks for LAFCO Hearing
May 16, 2012

| am Samuel Lerner, a Doctor of Veterlnary Medicine and Board
President of the San Mateo County Mosquito and Vector Control
District. | know that you have been provided with a copy of my letter of
March 19th to your Executive Dir_eotor that outlines the his'tory of the
District and the background regarding theembezz'lement scheme that
was perpetrated upon the Dlstrlct by two employees worklng in
concert. My letter outllned a summary of the actlons the District has
taken in response to the theft. You have also received a letter from
Joan Cassman of Hanson Bndgett, the attorney for the District in this
proceeding, that provides a more recent summary of the internal
control measures we have implemented and requests that this ]
Commission retain the District's Status Quo Sphere of Influence. -

My purpose in addressmg you today is ‘three- fold Flrst Iwant to
personally acknowledge in this forum the Dlstrlct s embarrassment and
deep dlsappomtment that this terrlble incident occurred. This mcrdent
has reflected adversely on an agency devoted to its mISSIQn and on
many dedicated individuals wno made the mistake of t_rusting others to
do their jobs in an honest and forthright manner without all of the
proper internal controls in place. We have learned a great deal and we
recognize that many people share in the responsibility to the public to
maintain effective systems and procedures to protect public funds. We
are very thankful that the District maintained sufficient insurance
coverage to cover the magnitude of this theft.

Second, as Ms. Cassman's letter and the other materials you have been
provided show, the District has aggressively undertaken a remedial
program to institute strong fiscal and management controls, some at



the suggestion of your staff and others drawn from the experts we have
retained and from the training and educational programs we have
attended. We believe that we have done an excellent job in instituting
measures that we admittedly should have had in place before. We also
note that all of the best practices in the world will make it more difficult
for individuals to find ways to skirt the system for their own gain, but
they will not eradicate this risk altogether. We are now much more
mindful of the need to follow these systems and to be watchful of
those who handle our funds. We view this process as one of
continuous improvement. We are very open to hearing from the
Commission any other suggestions as to how we can do our job better.

Third, | want to emphasize to you how important the District's function
is in protecting the health and safety of the residents of our County.
While we recognize the understandable concern that LAFCo and other
public officials have expressed regarding this matter, we also need to
keep the District focused on its job of controlling mosquitos, rats and
other vermin in our'community. We hope the Commission will
determine to maintain the District's Status Quo Sphere of Influence.
Let the District apply and use these new control measures and focus on
its mission of protecting the citizens of San Mateo County.

Finally, in closing, | draw your attention to one letter that has been
submitted in the record of this proceeding. It is from a Trustee on the
District's Board, Betsy Schneider. Please understand that this letter
does not represent the position of the Board or speak for the District.

We appreciate your concern and input and look forward to your
support of the District's continued good work to control vectors and
eradicate diseases they cause in this County.

Thank you.




JLC's Remarks for LAFCO Hearing
May 16, 2012 '

| am Joan Cassman from the Hanson Br:dgett law flrm and represent
the San Mateo County Mosqwto and Vector Control District in this
proceeding. Our engagement came about because the Offlce of the
County Counsel, which normally represents the Dlstrlct also represents
this Commission. To guard against potential conflicts, the decision was
made to seek oUtside counsel and we are 'h'o‘n-or'ed to be here.

| see many famlllar faces at the dals I know many of you from other
public bodies on Wthh you sit. | have seen you all in action and | value
your commitment as public servants. I thmk we all care deeply about
the delivery of effectlve government to the C|t|zens of San Mateo |
Countyinan honest and efficient manner. The Mosqwto and Vector |
Control District and its Board members share this same des:re | have
had the prmlege thus far of attending a District Board meetmg and
getting to know the District Manager. | am impressed by the
engagement, interest and passion of this large Board and its ~
management in carrying out their duties as public servants and
:mplementmg the District's mission to protect the pubhc health through
the control of vectors. | ' ' |

As Dr. Lerner, the Board President, has indicated, the embezzlement
that occurred at the District was a terrible, incident that tarnished the
reputation of an agency that, by all accounts, has done an excellent job
in protecting the public from mosquitos, rats, and other dis_ease—_
carrying vectors. In the wake of this crime, the Dist-rict_imrnediately
conducted a_comprehensjve examin_ati'on:of its management,
administrative, employment and fiscal practices. That inquiry__has |
revealed a need to adopt new policies and procedures, to strengthen

4305884,1



confidence the County has in the manner in which the District achieves
its mission. Nothing has changed in this regard as evidenced by the
April 30, 2012 letter from Dean Peterson, Director of the County's
Office of Environmental Health. The County continues to hold in high
regard the District's services — and | quote from Mr. Petersen's letter
the description of these services as "professional, responsive, focused

and excellent."

The only other development of particular note since 2003, is the
embezzlement incident. We do not minimize the significance of this
incident, but as described in our letters and reflected in this record, the
District has faced with openness and earnestness the challenge to
tighten, improve and adopt policies and practices to minimize the risk
of fraud going forward. We are committed to ensuring that our
management, financial and administrative practices meet the same
standard of excellence as our technical and mission-related programs,

services and operations.

So where do we go from here? Let me recount what the record
demonstrates:

e The District has vigorously addressed and will continue to attend to
the issues that contributed to the embezzlement incident that gave
rise to this review by LAFCO. In addition to all the other changes, the
District has already implemented suggestions contained in the Draft
MSR to enhance our financial practices. Board and staff members
will be very vigilant about these new effective policies and practices.

e The District continues to provide excellent service to the public and
carries out its mission in an efficacious manner. The District

4305884.1




Thank you for your concern, suggestions and the opportunity to
showcase how the District has become a stronger agency in all
respects. The record supports maintaining a Status Quo Sphere of
Influence for the District. We urge the Commission to reach this

determination and conclude this proceeding at the earliest possible
time .

Thank you.

A305884.1



Submitted to LAFCo by James Counts 5/29/12 (credit card account and resume
personal info redacted by LAFCo (page 1 of 31)

Karen’s Termination from District Service was not Immediate or Unpredictable

JoAnn Dearmarn was hired without following the district’s policy on hiring procedures already in place at
that time. One of the explanations put forward by the district manager has been that Karen Williams (the
previous Finance Administrator) left the district suddenly and unexpectedly. This is not true. Karen was under
disciplinary action for several months with the goal of terminating her. This was told to me and other staff
members. JoAnn was hired specifically to replace Karen when her employment was ultimately ended. JoAnn
was initially hired as an assistant to Karen, but the intent was to move her into Karen's job when Karen left, This
is why the position was not advertised and no hiring committee was formed to screen applicants. This can be
verified by looking at the following portions of the Board Meeting Minutes which are available on the district’s

website:
October 2008 — Closed session on Existing Litigation and Personnel Matters. The parsonnel matter may have
heen about Karen Williams. Minutes state that Payroll service will be discussed at next Board meeting. This was

related to difficulties around Karen Williams. The real reason for the payroll service was to alleviate any
problems with continuing payroll if Karen was terminated. At the time she was the one doing payrell. The .

manager had discussed this with us.

November 2008 — in Board meeting minutes there s extensive discussion of researching a payroll service.

December 2008 —There is a closed session regarding an Appeal Hearing that had been held for Karen Williams.
Karen was not present this month as Clerk of the Board and no action was reported out of closed session. |

believe she was aon administrative leave pending the appeal.
January 2009 — Karer is present again as Clerk of the Board., ADP payroll service has been implemented.

February 2009- Closed session on Performance Improvement Plan for Karen Williams. Karen is present as
Fihance Administrator and Clerk of Board. JoAnn Dearman is introduced on page M4 of minutes as new
Administrative Accounting Assistant. JoAnn was hired to replace Karen. She was aware of this fact and said she
felt awkward. Karen told staff members she suspected JoAnn was there to replace her,

March 2009 —loAnn is listed on agenda and minutes as the Finance Administrator and Clerk of Board. Karen is

nhot present at the meeting because she is on administrative leave.

April 2009 — Board Maeting Minutes show three closed sessions Including one on Karen Willlams’ Performancea
Improvement Plan. Karen is not present. JoAnn presents the Finances and is listed as Clerk of the Board. There
is am announcement of JoAnn as Finance Administrator. At this or a prior meeting JoAnn’s resume was given to
the board. We are told she has a degree in finance and accounting and experience in Hun‘ﬁan Resqurces

managament.

May 2003- Minutes include a closed session on the Final Disciplinary Process and Report From Appeal Hearing
for Karen Williams (pg M8). Report from closed session states Karen’s case was closed when agreements were
signed on May 1 {bottom of page).

The point here is that JoAnn should have been properly screened before hiring her, no matter what the reason
for bringing her on was. Bacause of the secrecy surrounding her introductian to the district, she was never



Submitted to LAFCo by James Counts 5/29/12 (credit card account and resume
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propetly checked. Bath of the companies she had defrauded in the past were on the resume and should have

been contacted.

N

Misuse of the district credit cards started almaost immediately after Karen left:

Karen was on Administrative leave in March, April, May and part of February. Her visa card was used in Pacifica
on February 24 and 28. Karan lived in $San Leandro, JoAnn lived in Pacifica. This appears to have been use of
Karen’s card by JoAnn far personal use. Had anyone reviewed the Visa bill it would have raised questions.

Ed Li worked under Karen. The July 2009 Minutes state that he has left the district. At the time | remember Bab
Gay saying that JoAnn reported that he was sabotaglng her work. At one time, Ed was in charge of checking the
Visa bills, | believe. The visa bill shows charges at the Safeway in Pacifica on Ed’'s visa card on July 23, 2009. Ed
lived In San Francisce, JoAnn lived in Pacifica. Someone should have guestioned this charga and interviewed Ed
Li.

In June 2009, there is a card in Jo Ann’s name. There are charges for $5,000 and 10,000 for "Summit Defense”
on foAnn Dearman’s visa card bill, Summit Defense is a criminal defense law firm (see attached advertisement),
Had anyone loaked at the Visa bill, this should have raised an immediate alarm. The manager and board
president were supposed to be signing checks, they should have raviewed the bills before signing the checks.
The argument has been made that loAnn could have removed the bill in her name. But it would be natural to
assume that JoAnn had a card since Karen had a card and JoAnn was taking her place, Furthermore, there is a
cover sheet to all the hills that gives a total amount owed on all cards. If one hill was missing it would hava
shown in the total. JoAnn’s visa bill is under the name Jo Ann Dearinan Saéney.

Following JoAnn’s employnient at the district we went throligh a number of Accounting Assistanits. The rapid
turnover in staff should also have led to questions from the ma nager. Butthis appears to have been left entirely
up to JoAnn, with little over5|ght from the manager. The first person hired {Randall Grillli) was hired according

to standard procedures, Butthe rest were left entirely up to JoAnn.

According to the Board Meeting Minutes far 2009-2010:

Ed Lileft in July, 2009
Radall Grilli was announced in the September 2009 minutes to replace him.

In the January 2010 Minutes Randall has been terminated and Sandra Ky has been hired.
In the April 2010 Minutes Sandra Ky has been terminated and Devina Walker has been hired.

Devina was a friend of JoAnn’s son and lived with loAnn for a while, The staff learned this while her son
was working for the district as a summer hire in 2010.

IoAnn’s resume was in the name of Dearman, her past arrest under the name of Seeney. The fact that
she had sometimes used the name Seeney was nat hidden from us. Her son went by the name Seeney, which
was JoAnn's last name while she was married, she was getting divorced that year. Both these names were on
JoAnn’s section of the visa bill and some of the carrespondence with the county contained both names. During
the entire investigation, no one ever interviewed the staff. Much of this kind of information would have been

available if anyone had bothered to talk to them.
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The 57-year-old Pacifica woman, who allegedly made personal purchases on a company
American Express card that totaled $568,000, pleaded not guilty in court Wednesday. Seeny,
according to the District Attorney’s Office, charged items such as personal vacation trips, home
improvement projects and beauty products on the card during a four-year period while working
as the head of human resources for a Foster City medical imaging company. Her jury trial has
been set for Jan. 5. :

URL: http:/ /vaw.sfe)éalniner.coﬁl Jlocal/crime/arraigned-joann-seeney

http://www.sfexaminer.com/local/crime/arraigned-joann-seeney 9/15/2011
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ACCQUSED OF A CRIMINAL QFFENSE IN

BAYAREA COURTS THE PENINSIULA?
FREE PHONE CONSULT

Summit Defense Attorneys Can Help You }E‘
with:

Summit Defenze Byriogame Oiice Gireckons

» Dismissals Before Court

* Rehabilitation
» Civil Compromise

= Arrest Records Seajed

« Not Guilty Verdict at Trial
« Counseling
« First Offenders Programs

« Community Service

-Ea-;_,

L r!--
N

If you've been-accusad of a misdemeanor or a serious

felony in the Peninsyla or Buriingame Area, our gozl is e
always the complete dismissal of all charges. ifthis fsn't Summi Defenss Buriiegame Offics
possible, we ofien negotiate solutions for our clients that

alfow them to avoid jail ahd sometimes even prosecution,

Summit Defense Attorneys
Burlingame Offica
500 Ajrport Blvd, Suite 100
Burlingame , CA, 94010




Executive Office Administrator/Bookkseper/Notary

o Accomplished and dedicatad execufive office administralive and bookkeeping professional, offers solld
experience performing dally sxeoulive office edministrafive funcions and bookkeeping requlrements,

o Invaluable expertise gained from workingIn & high lach startp business environtent, as viell as pérsonal
business entrepréneurship. -

o Excellent refeionship builder with success in forming strong, sustainable refationships and securing consensus
among cross-funclional executives, team members and clientefe, Ablllly o deal effestively with @ dlversity of
individuals at all organizafional levels. _

o Ablllly to analyze problems, sst priorities and Implement mulliple projests from coniceplion fo complation.

Varsallllly, fiexibillty, and a wilingress fo work within constantly changing prioritles wih enthusiasm.

o Cerliied and Bonded Notary Public, providing notary servicss for a wide range of requirsments.

o

, KEY SKILLS
Bookkeeping (QuickBooks Premier) Business/Ofiice Management Executive Suppott
Licensed Californla Notary . Human Resources - Budgeting
Primavata Construction Projéct Software Sales & Marketing Retail Sales
Payroll Adminisfration (ADP, Paychex)  Sales & Marketing Retail Sales
Facililas Management Lease Negofiation Purchasing
Contract Menagement Databass Management Team Buikiing
Sirgfeglo Planning . DalaApalysls Small Business Ownership
Travel Coordinator {Domestlo, Infernational) Event Planning incoms Tax Preparalion
PROFESSIONAL EXPERIENCE
Ryan & De Bibo & Co
Construction General Confractor Part-time
Projsct ManageriBookkesper

Revlaw, &dit, and processing of company subcoriract and vendor purchase order records, electronically and manualty.
Efestroni¢ lagaing, data entry, tracking, of contragt documents In company database, = .
Manual photocopying, fabel making, hole punching, records fing, and record binding.
Dala entry of company contract records In cllent's software:.
orking clossly wilh Projest Menagers as directed.
 Maltain and reporton he pofect plan.
Develop project stelus raports and fssues fogs on aweskly besis,
Track Project Budget. . '
Answer and direct Incorming calls.
Estabilsh and mantaln job project fliss. :
Ordar materials and schedule dallverfes for the varous Jobsites
Creale Eslimates, Ivaless and Prograss Bllings.

FEEEE B IR 3R B R O S OR 5

ABFields & Associates

AAA Business Services
Bookkesping & Income Tax Preparation, Burlingame, CA 212005 ~ 7/2008

Otiice Manager/Bookkseper : _ ‘ _
Performed dally executive office management tasks afong with providing bookkesping services for a wide varlety of

corporaions, smell business Owners and Individuats.

Managed and organized office operatiortal procedures and company buslness requiraments.
Intervienvad nev clientele and set up bookkesplng and lneorm tax requiOments,
Prepared, organized and melntained all olientel databases and flas, Including arshives and vendor files.
Data gniry and prepatation of dlentola Finandial Stalefments,,
Perfemed general ledger analysis, moath end closings, journal entdes, nveritory contiol, accounts payable and
realvablo tasks, prepared depreiefion and amortizatlon schadules. Performed bank and credt card reconelliations, and
. provided 2 vartaty of cusiomized business related financial ponis. - s w o s

e & ¢ & 9

ok this sl Bsuranco mangy. T Griner it Kiow B 4 o heafth inslrancn it
péy o s ereoe 40,000 ol They worh interviewsd ) e of tha eate? nupmEpar Bcies: St
! Thuy had m_tmam;!mx_uwmmafhrm “This was belom

Bl warwew i 8 ATns

De biba is U company thal she slole from and 1o
ot really sick and was hosphalizel i Fasd 10 péy ekl _
----- et n fhie, oML with BVILS £ oy would not bo stk o find faf ragiks.
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Petformned a varlely of bookkeeping/aceounting dutfes Including, reviewlng accounts payabie coamg tor accuracy,

personalcontact ¢
; providing dally oauh fow caparts, month end aceruels Which lchuds - newrance, Prepeld Properly Tax, Payrolland
info on resume varlous expenses,

redacted)
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Catoulaled monfhly Toventory and-as8st adqidsiion for deprecatian oxpanss,
Prapared and process ollent paytolls and prepara related reports (ADP, Payshex, Intult Payrolt Servlces)
Created oustomized financlal reports sand spréadshest applications to ganerate Infemal and extemal reports for g varlely
of spedial projscts.

«  Provided ratommendalions for more effective financlal menagement salutions, including forecasts and financlal analysis
of busness sfrafegies.
Praparad dllent financlal data for income tax praparation.

Provided Notary services.
Software Programs Utilzed: QuickBoaks Premler 2007, Peachires, Exca, MS Word & HITS Inventory Data Base

Nelwaork, Lacerts, Pro Tax,

RTimage Ing, San Bruno, GA 1998 — 01/2005
High Tech starfup Medical Tachno!cg); backed by venture capital, thecompany developad software technology to
provide the madloal Industry with Medlcal Imaging capabiities along with Graptﬂcs Deslgn software development.
Executive Offlcs Adminlstrator/Bookkeepor

Created fhe starup buslness Infrastrusture for office adminlsteatlve procedures and implemented Human Resouroes
pracilcos and procedures. Provided execulive adm[nisi:aﬁva support for CEO, SVP, CFO in addition fo glabel

" execulives,

Exescutlve:
+  Representsd and served CEQ, SYP and CFQ professionally and pmcﬂvely in all felaphcne ahd written comespondence,

Inferfaced with high-Jevs] contacts, using cansiderable prafessionallsm, diplamecy, discretion and good Judgraent,

Calendaring both time and acfions.
Provided project and sveni support. Responsibliities Included logisties coordination and vendar management as

necessary.
*  Omanized and managed comporalp baard meefings. Inclueing cateting and fogistics,
*  Omanized and coardinaled Sales & Markating meetinigs, coordinated company events and trade shows.
Ualson for external legel counsel requiring utmost discretion and conﬂdanltaﬁly
Adminlstmtive
v Supervised oflice staff
¢ Creatéd and Implementad ofiise adminisirative buslness opérating procedures and poficss,
= Researched and booked forelon and domestio fravel arrangenmisnis, preparatlon of Hineraries and provided a poml of
eontact for traveling ataff In compllatios with travel polides.
s Managed cormorale offica feledtion and doordinaled physleal moves
s Planhed office spaca ulliizalion and office bulld-out raquirements; purchiased all office facnlshings and schextuled
Instalfations; nisgoliated contract and instaflation retjulrements for offics Infatnet felecommunioadons liries, Cantrex
{elephone system and offfce PC's; managed office valedmall sysfem; ménager [gase niagotiations dnd fenant retalions,
Adminislered Human Resources funcllons Intfuding reoritment and new hirs orferitation,
Prepared and processed semi-monthly mult-state payroll for saleried and non-salaried employees, laxes and reporfing
fequiremeénts (ADP):
» Reséarched, Implementad and adminlsteréd employas benefls programs, compensation, 401K aid ESOP,
AP somplete cycle, AR, G/L sheck disbursamehis, monthly finenclal reports; cash flow monltoilrig, bank depostis and
reconollfation, patty cash tlministration, obtalined and managed corparate credit cards, prepated fax forms and repotls.
& Sacured corporate bushess llcenses, permlls and software license agreements.
o Created cllent billlngs; maittalnied cllent and vender relallonships; croated and malntained sales contracis and
‘agrobments; lnstalled and malnteined offics administrallve defabiases:
= Adninistered corporale Purchasa Order System, Issued Purchase Order's; tracked open Purchase Order's and
resolvedfexpadifed vendor disofspancles.
Ménagad On-Line Intemst Employes Expense Reporling and Disburssments system (GELCQ):
Appiroved and procsased payiants for all employee experige teports,
Secured and managed Marchanwreducardsps!am o process customer credit oard rensacilons.
Malitalned compliance for all federal; state; andfoval laws and staluss goveming employment pollcies and progedures,

Femms Fancy, S.F., CA 1981 - 1998
Women's retall clothing, owned and operated mutliple refail locations Craated a spedlal division focusad on Bridal

Consulling and Brical Fashions ava}lable In-house and by catalog. Mahaged all dar to-day store operations,
adminlstered all management and busingss functions. The business was fealured In *Starfing end Succseding In
Business, publlshied by the State.of Californla featuring Stnall, Minority and Women-Ouned Businesses.

OWnar!MQnagar

Déslgned and preasntad compary business plansto the 8BA and obitalied perflal SBA funding.
Peifarmed all company bookkeseplng, financlal planning, tax praparation and reporling requirements.
Masieged ratall store oparalions, hired and ralned Sales Assoctates and Bridal Consullants,
Administored spectalized Bridal Consulting custommer sarvige program.

-0 %8
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¥ ' Jo Ann Déarman Paga 3

Buying, Inventory Conirol and Managsment.

Performed sales and provided spedialized customer servics.

Exlensive travel and Trada Show attenidance.

Developed and managed Markeling and Sales campalgns:

Administered vendor promotion programs coordinated fashion presentations and trunk shows; managed customer
maillngs, sales and adverliging camipaighs.

s Rasearched and sslacied retall locations:
Nagotlaled leasas for relall store locattons; managed tenant refations and retal] build-oul space requiremants,

EDUCATION

BS, Business Adminlstration
San Francisco State Univarstly, S.F. CA

Certified and Licensed Notary Public, Staté of California, Commission #1696905
Member National Notary of Signing Agants

HE&R Block Financldl Management
Canada Callege, Infernztional & Domestlc Travel
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Note on the Visa Bills for 2009

Mr. Gay claims that he had no way of knowing that Jo Ann Dearman was misusing District Visa gards because he was not
the Administrator on the cards and there were extra cards he did not know about. He also claims he knew nothing of

her aother last name - Seeney.

However:

1)

2)

3)

4)

5)

7)

First and foremost he was the manager, and the Finance Administrator was under his direct supervision. He
could have asked for the Visa hills and, if she did not give them to him voluntarily, he could have demanded that
she produce them and dlscipline her when she did not let him see them. There is no evidence that he even
asked for them. On page M2 of the March 2009 Board Meeting Minutes (available on the district’s website), it
states (under the Finance Administrator’s report} that is quoted here
Finance Administrator will makeé available all checks. with all doéumentation for the Boards
approval prior to approval béing authorized, The goal is to gy forward nd stréamling the financial

reporting process and produce all financial documents dmcﬂy from, our accounting system, The trustees
will review financial docuriénts that reconcile the General Fund with revenues and cxpeudll.ures

Finance Administrator and Disfrict #Manager will meet with the District Finence Committes on
March 30, 2009 to teview all finance documents within the QuickBooks Agcounting Program and all
budgetary ‘documents and after review decide appropriaté reports for the April Board Meeting,

As can be seen in Exhibit 1, the Visa bill has a cover sheet which gives the total owed for all cards. If a card was
missing, the total calculated by adding up all the individual cards would not have added up to the total on the
cover page. .
There was a card in Karen William’s name, Mr Gay was fully aware of this card. When Karen left, her card was
terminated and a new card was instituted in Jo Ann’s name to replace it. It would have heen a logical
assumption to look for this card. A quick review of the Visa bili would have revealed the end of Karen's card and
the beginning of Jo Ann’s.
On the March 23, 2009 statement, there were charges that should have raised questions:

a. 2/27/2009 Safeway in Pacifica $48.31 (this could have been for food for a board meeting) (Karen lived in

San Leandro, Jo Ann lived in Pacifica)
h. 3/1/2009 Safeway in Pacifica $233.80 (why such a big charge so soon after the one above?)
c. State Farm Insurance $1,363.49 (the district Is self-insured through the VCIPA, as far as | know we do not
have any insurance through State Farm, this should have raised a red fiag)

Jo Ann’s card begins on March 6, 2009. On the March 23 Visa bill there is a charge on Jo Ann’s card for $839.68
for imported tires. The district’s Operations department is responsible for all tire purchases. As Operations
Director, | had negotiated a special price for tires with Goodyear Tires in Burlingame and all of our tires were
purchased from them. Prior to that all tires were purchased from America’s Tires, again through a negotlated
price. Both companles gave us the lowest prices available locally for tires we needed for district vehicles. We
had never purchased tires form the company listed on this Visa bill,
On June 10, there were two charges on Jo Ann’s visa card to “Summit Defense” one for $10,000 another for
$5,000. A quick search for this name on the internet reveals that Summit Defense is “Northern California’s
premier Criminal Defense Attorneys”. This charge alone should have raised a red flag if it had been looked at.
£d Li also had a visa card. He was an accounting assistant under Karen Williams and then under Jo Ann. His
card was generally used for ordering office supplies at Office Depot and for ordering food for Board meetings
and Committee meetings. Ed Li left the district on June 10 (see board meeting minutes from June board
meeting). But on July 23, Ed’'s card was used at Safeway in Pacifica. Ed lived in San Francigco, Jo Ann lived in
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Pacifica, This should have raised questions. We were all (including Bob Gay) aware of Ed having a Visa card to

purchase supplies.

8) The invoice for Jo Ann’s Visa card reads “Jo Ann Dearman-Seeney”. Her second last name was not a secret and
was readily available to anyone reviewing the checks, invoices, and Visa statements of the district. The name
Seeney is the one in which her record of past embezzlements was recorded. The claim that it was a secret alias
no one would have known about is false. We also employed her son during the summer of 2009 and he went by

the last name Seeney.
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% ____Company Name: SMCMAD ; . =
Corpurate Account Nﬁjngg_r;_,__*___

Statement Date; 07-22-2008
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SAN MATEO COUNTY MOSQUITO AND VECTOR CONTRUL DS LRIC L

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2011

10.

the District and the covered employees made the required contrfbutlons totahng $482,440
and $101,717, respectively. ~

The table below presents three-year trend information:

Fiscal Year Annual Pension Cost Percentage of APC i L - *
Ended (APC) Contributed Total wos 50} s
6/30/2009 § 208,147 100% 3 1l ~ BLUD pod
6/30/2010 229,678 100% e i
6/30/2011 482,440 100% oot AlD BIO,0D
almoes™t e val i~
ff‘-\ {_) I read pvee 2 \ o
POSTEMPLOYMENT HEA.LTH CARE BENEEITS ¢,
8 4

The Government Accounting Standards Board hasg, issued SQ% ment No. 45, Accounting
and Reporting by Employers for. Postemplc}}gnenf)*Beneﬂts other than Pensions. This
pronouncement provides guidance for special Hi&imcfs in recognizing the cost of retiree
health care. The new rules will cause dlSﬁ‘lctW]dG@}lﬁ}lOlal statements to recognize the
cost of providing retiree healthcare coverage over the” Fworking life of the employee, tather
than at the time the health care premlum§ af‘e yajd. The new pronouncement was effective
for the year ending June 30, 2010. Thé’.lestnct has not adopted the prov1510ns of "this

statement. 'f..
.mq‘,,

Plan Description &: Jj"““ 7.

‘z.-%

Depending on ther 'nutr"fggr of ayears of service and the, circumstances surrounding
refirement; employees mhy' b eligible to received health care insurance cost
reimbursement of bﬁtWee.np 25%:100%-and. prescription drug coverage reimbursement of

$500-$1,000 per year. 5 h

Funding Policy

The contribution requirements of the plan members and the District are established and
may be amended by the District. For the year ended June 30, 2011, 7 employees received

benefits at a cost to the District of $31, 130.

Although the District has agreed to provide retiree healthcare coverage, the amount of the
total obligation as of June 30, 2011 is not known as the District has not completed the
required actuarial study or internal calculations to calenlate this amount.

LOSS DUE TO EMPLOYEE FRAUD

In June 2011, the District began an investigation to determine the extent of employee theft
committed against the District. The amount of theft attributed to the fiscal year ended was

21
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- ‘ - - SAN MATEO COUNTY MOSQUITO AND VECTOR CONTROL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2011

-approximately $340,581.j_1‘hg _?ot_a_l amount of theft is estimated to be at least $650,000. The
District will be making a claim ‘against its insurance policy to recover the amount lost.

22
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SAN MATEQ COUNTY MOSQUITO AND YECTOR CONTROL

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

2010-01
Significant Deficiency - Financial Reporting

CONDITION: Accounting transactions were not properly recorded in accordance with generally
accepted accounting principles. Some examples include, lack of year end cutoff procedures and revenue

recognition procedures.

CRITERIA: Accounting records should be maintained in accordance with generally accepted accounting
principles.

CAUSE OF CONDITION: Significant improvement was made in the accountmg ﬁmcuon in the fiscal
year, However, additional training was required.

EFFECT OF CONDITION: The account balances were not complete and accurate. ‘

RECOMMENDATION: We recornmend that the District should provide training regularly to employees
for accounting theories.

DQKI’Z,@:’]C\/ n
rQCQF‘\G{IF\% C\d’.ﬂ:&\é
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SAN MATEQ COUN'I‘Y MOSQUITO AND VECTOR CONTROL

CURRENT YEAR FINDIN GS AND RECOMMENDATIONS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

2009-01
Significant Deficiency - Financial Reporting

CONDITION: Accounting transactions were not properly recorded in accordance with generally
accepted accounting principles. Some examples include, lack of proper accrual of expenditures and
unrecorded itterest income allocatiori. : .

CRITERIA: Accounting records should be maintained in accordance with generally accepted accounting
principles. ; ‘

CAUSE OF CONDITION: The accounting function was not adequately staffed during the fiscal year.

EFFECT OF CONDITION: The account balances were not complete and accurate.

RECOMMENDATION; We recommend that the Distriot establishes procedures for accounting
transactions. In addition, training should be provided to employees for accounting transactions according

to general accepted accounting principles.
Resolution & Implementation — District Response

The condition was discovered after the previous staff left the district. The District has hired and
restructured the Financial Department to include a Financial Director that is directly responsible for all
daily financial accounting {ransactions with the responsibility for recording all financial data directly in
accordance with generally accepfed accounting principles, the District has also hired a Financial
Supervisor working under the direction of the Financial Director, the Financial Supervisor is directly
responsible for coding and tracking all of the District’s expenditures and revenue in accordance with the
Distriet’s yearly budget and correlating financial transactions with the County Controller and the County
Treasurer’s Office. The Financial Department has also hired an Office Manager whose function is to
assist in the timely and accurate processing and filing of financial documents also in accordance with
generally accepted accounting principles and practices. The Financial Department will also provide
continuing education to all staff to ensure a knowledgeable and cross trained Financial Department.

2009-02
Significant Deficiency - Petty Cash Management

CONDITION: The District's accounting records showed the petty cash balances were negative. The
amount recorded was not reconciled to actual petty cash,

CRITERIA: The petty cash fund must be reconcilable at all times. All receipts should be deposited intact.
CAUSE OF CONDITION: Lack of proper procedures for petty cash management.
Prob tem (o1 th
Rethy Cash

InCeou aTin o
28

———— e———pEa——— % %



e

James Counts submittal, 5/29/12, Page 21 of 31

Puat of Rurf z‘)efo;lL Jeetre Zo, Dowg

in internal confrol that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we ‘consider to be
material weaknesses, as defined above.,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether San Mateo County Mosguito Vector
Control District's financial statements are free of material misstatement, we performed tests of its
compliance with certam provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report: is intended: -solely for the information and use of the audit commiittes, management,
and federal awarding agencies ard pass-through entities and is not mtended to be and should not
be used by anyone other than these specified parties.

a4 Mwﬁ*

January 8, 2009
Redwood City, California
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San Mateo County

Mosquito Abatement District

1351 Rollins Rd

Burlingame CA 94010

(650) 344-8592 Fax (650) 344-3843
www.smemad.org

REGULAR MEETING OF THE BOARD OF TRUSTEES
7:00 P.M., January 13,2010

MANAGER’S REPORT

(Pre-packet Version)

1-3. NO COMMENT SEE. AGENDA,

5.

SPECIAL PRESENTATIONS

+ Resolution M-008-10. In appresiation of service by Mr. Robert Bury, who served
over eleven years o the Board representing the City of Redwood City, Bob was
unable to drive so his wife, June provides his transportation for all these years. And
lately Bob had his dgughter provide thefr transportation. Bob-was always. cheerfiil and;

4 pleastize to have on the Board,

RECOMMENDATION: Approval of Resolution M-008-10.

Resolution M-009-10. In appreciation of service by Mr, Dennis Preger, whe seived
over fifteen years on the Board representing the City of Burlingsattis, lﬁenms was chair
of our finance committee for years and helped considerably with the Distrigt’s

governance.

RECOMMENDATION: Approval of Resolution M-009-10,

» Trustee Appointments.

RECOMMENDATION: Approval of Trustee Appointments and taking of Oath,

o Trustee Board Officers for 2010-2012.

RECOMMENDATION: Approval of Trustee Officers and taking of Oath.




'James Counts Submittal 5/29/12 J@m 2010
' Page 23 of 31
" Check Registry provided for December. This document is from the
QuickBooks accounting program. Jo Ann or I will review and answer any

i : guestions.

RECOMMENDATION: Motion to approve Capital Fund #02705 —
Reconciliation for September, October, and November

and Expenditures of December 2009.
Newo nter o ' Conbrols
Jan o &y g -

* AUDIT REPORT FOR FISCAL YEAR 2008-2009.
o Jo Ann Dearman, Finance Director and Jeff Ira, Auditor.

_ Page 23 shows the health of our Dlstnct‘s General Fund. I feel very proud
of our accomplishments over the Jast 5 years and not to overshadow the
accomplishments for the previous 7 years (1998-2005) '

i After what has happened over the last few years, we have completely

& restructured the Administrative Department with Jo Ann; Vika, and Sandra.
# The significance of this restructure will cost the District $100,000 but will
carry the District into the next ten years.

# We will review the changes to our admlmstra‘ave and ﬁnanmaﬁ
programs. They include:

#% Vika reviews all invoices and drafts all checks. I then review
each check and then sign. A Board Officer then comes in and
reviews each check and signs. Aotually there are multiple
checks and balances from the invoicing to the signing of checks

that Jo Ann can review.
% Vika also reconciles the financial records month. Jo Ann
reviews all reconciliation documents and the reconciliation

PIOCesSs.
= Jo Ann will also review the additional changes that were

implemented.

= Going back to 1997. Our revenues were $1,160,000 and expenditures were
$1,060,000. An excess of only $100,000 with a reserve of only $970,000.
The real story was the property tax reverues were only going up by
$20,000 a year and the expenditures by $112,000. It was only a matter of a
few years for the two lines (revenue vs. expenditures) intersect and we
would be in the same position as the State is today.

»  But we got proactive and tipped the scale in our favor.

Increased revenue from service abatement agreements.
Passed the benefit assessment.

Invested in the invasive pest program.

Instituted the Tulle Mosquito Control Program.
Further increased the Service Abatement Program.
Pursuing $$ from the State Fish and Game.

Rodent- Baiting Sewer Program.

R AT
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© Review workshops to see potential trustee interest.
»  “How to be an Effective Board Member”
x  “Utderstanding the Brown Act and Your Responsibilities”

o Review Webinars. Some we will present at the District others can be viewed at
home by the Trustees and the district will reimburse them the $5 9"‘,.\

Staff Announcement_s

Jo Ann hireci Sandra Ky as our new Office Administrator.

General Announcements

o GASB 45 Trust Program.

We are looking at either the VCJPA or the Public Agency Retirement Services to
assist the District with our actuarial valuation and then funding our actuarial
* obligations through a multiple-employer GASB-compliant trust. Union Bank

serves as trustee providing protection.

(@}

Point of contact is Mitch Barker at PARS and Gerty Preciado at the VCJPA.

o We would like to complete our study in February-March timeframe.

¢ LAFCO Budget
o Wereceived our notice of our portion of the LAFCO budget. $2,391.

The LAFCO operating budget is $238,917 and the special district portion is
$79,639.

o (California Conference of Local Health Officers

o Iwas selected as the MVCAC affiliate to the' CCLHO.

® The CCLHO has a Board of Directors rﬁeeting the first Thursday of each month
held at the CDPH building in Sacramento. The meeting covers all the current
medical issues going on around the State and I will provide a brief report on

MVCAC activities.

I was also placed on the CCLHO Environmental Health Committee. This
committee also meets almost monthly. I will also report MVCAC activities at that
meeting if necessary.
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Distﬁd Fipsweis] Committes .

Chairman Nickalas reviewed the program from the April 24 meeting, . The April mesting reviewed
the’ ficst™ sbowmg of the Dijstrict’s budget for the next fiscal year. Fmﬁcia] docmments Wvere
reviewed in great detall and discussed for submitting in future B pit-packets.; In addition,
Chairman Nickolas and President Honan af the April meeting met with Mapager Gay and reviswed
the District Manager’s Coniract. The recommended District Manager’s Conrra(:t was prepared for
submittal in the May Roard meeting pre-packet for fill Board discussion at the May Board meeting
closed session, The District Mznager's Contact is a significant Improverment from the past
document used ontlining the District Manaier 5 salary and benefits. The next scheduled meeting of
the District Finaneial Committee is May 28 at noon.

San Mateg CSDA Meelinp

Roard Presidert, Ray Honan atfended the local San Mateo CSDA meeting in April. This is a
mesting of pur county special districts. Most of the diseusstan was over the LAFCo budget.

District Strategic Planning Committee -

Maﬁager' Gay reviswed the April 144 meseting, The committee reviewed the Swategic Plan for 2000-
2008 and started developing the Strategic Plan for 2009-2014. Documents from this meeting will be
emailed to Trustee Fuller who was unable to attend the April 14™ meehng The next scheduled

meeting is May 26™ at noon.

The pommities meets prior to the Board meeting and discussed environmental issues around the
conaty.

Board Meeﬁng Re-Structure

This new format is based on format nsed by your citiss, Becanse of time constraints it was decided
to move these discussions till the June Board meeting. .

Maznagers’ Meeﬁhgs
Listed were the meetings the District Managé will attend during May.
Cloged Session ‘ ) i

CONFERENCE WITH LEGAL COUNSEL~ FINAL DISCIPLINARY PROCESS AND REPORT
FROM APPEAL HEARIMG COMMITTEE - Numed of case: Karen Williams. .

PUBLIC EMPLOYEE PERFORMANCE EVALUATION - CONFERENCE WITH DISTRICT .
MANAGER EVALUATION COMMITTEE (DMEC) ON THE REVIEW AND PROCESS (Gov,
Code Sec. 54957)—MName of case; Robert B, Gay.

MOTION: To adjourn into closed session. Riechel/Ridgsway, carried unatimously.

MQTION: To come out of closed session, Nickolas/Preger, carried
mnenimously, .

Item one (1): Ms. Williams’s case is closed when agreements wete signed on May 1, 2009,
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San Mateo County
Mosquito and Vector Control Dlstrmt

1351 Rolling R

Burlingsme CA 94010 _ v
(650) 344-8592 Fax (650) 344-3843
wonv.sucmad.org

MINUTES OF THE REGULAR BOARD MEETING
OF THE BOARD OF TRUSTEES, MAY 13,2000

President Hotan called the meeting to order at 7:00pm

TRUSTEES PRESENT:
Ronald Anderson Leon Nickolas
John Curtis Dennis Prager
Valenting Cogoni James Ridgeway
Cheistine Fuller Rabert Rieche]
Roberi Blake Robert Bury
Ray Honan Betsey Schneider
Robert Maynard Richard Tagg
Sam Lerner ‘ Tirn Prabmg:

Laywrence Peterson
TRUSTEES ABSENT:
i Cal Hinton Joseph Fil

Robert Gay, Distriet Managet

JoAnn Dearman, Finance Administeator and Clerk
James Counts, Field Operations Supervisor |,
Chindi Peavey, Vector Ecolagist

GUESTS/SPEAKERS PRESENT: John Blise, 83CI Consulting Group
Pledge of Allepiznce
Pablic Input oo Non Agendized Jtems

Jia Matz, Rocky Point LLC, and a resident of San Matgo s inferested in Trustee Calvin Hinton’s position
ag the at-large trusiee, Mr, Metz gave an introduction and it was obvious he was inferested in the Distriet’s

missicn and service.

En gjnégrs Report; LL'VXI » Assessments, and Wotee of Public Heavlng: |

MOTION: To open. public hearing. Curtis/Peterson, carried unanimously.

John Bliss, SCI Lonsultmg Group gave a thorough overview of the Engineers Report and the benefit
assessment process answertag any questions by those present. M, Bliss also described the changes over
the last twelve months to the Engineers Report that were 1esult of a court case earlier that yesr on a
general assessment that was ruled inappropriate by the courts. There wers no real similarities to our
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San Mateo County

Mosqmto and Vector Control Dlstnct
1351 Rollins Rd

Burlingame CA 94010

(650) 344-8592 Fax (650) 344-3843

www.smemad,org

M]NUTES OF TIIE REGULAR BOARD MEETING.
OF THE BOARD OF TRUSTEES, MARCH 11, 2009

President Honan called the meeting to order at 7:00pm

TRUSTEES PRESENT:
' . Ronald Anderson Leon Nickolas
‘ Jobn Curtis Dennis Preger
Valentina Cogoni James Ridgeway
* . Christine Fuller Robert Riechel
Joseph Fil Donna Rutherford
Ray Honan Betsey Schneider
Robert Maynard Richard Tagg
Sam Lerner
TRUSTEES ABSENT:
Robert Blake Cal Hinton
Robert Bury Lawrence Peterson
Tim Frahm
STAFE PRESENT: Robert Gay, District Manager
Jo Ann Dearman, Finance Administrator and
Clerk of the Board
James Counts, Field Operations Supervisor
Chindj Péavey, Vector Ecologist
GUESTS/SP RS PRESENT: W. George Wailes, Esq., Carr McClellan

Pledge of Allegiance
Public Inpiton Non Agendized Items

Ho-one fromt ks public was present to speak.

&genq_a Muodification of Order

MOTION: To approve moving the Closed Session before the Consent Calendar..
Fil/Anderson, carried unanimously.

Closed Session

CONFERENCE WITH LEGAL COUNSEL AND/OR DISTRICT MANAGER - EXISTING
_ LITIGATION (Subdivision (a) of Section 54956.9), Name of case: Jake Niebaum vs. San Mateo
County Mosquito Abatement District, Case No. CIV 473503
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_
San Matec County

Mosquito Abatement District

1351 Rollins Rd
, Burlingame CA 94010
it (650) 344-8592 Fax (650) 344-3843
AR www.smemad.org

MINUTES OF THE REGULAR BOARD MEETING
OF THE BOARD OF TRUSTEES, OCT 10, 2007

President Nickolas called the meeting to order at 7;00pm

TRUSTEES PRESENT:
Ronald Anderson Robert Maynard
Robert Bury Leon Nickolas
Robert Blake Lawrence Peterson
Valentina Cogoni James Ridgeway
John Curtis Robert Riechel
Tim Frahm Donna Rutherford
Christine Fuller Betsey Schneider
Ray Honan Richard Tagg
TRUSTEERS ABSENT:
Joseph Fil
Cal Hinton
Doris Kellett
Denuis Preger
* Robert Gay, District Managex

Karen Williams, Clerk of the Board
James Couants, Field Operations Supervisor
Chindi Peavey, Vector Ecologist

GUESTS/SPEAKERS PRESENT: Jeff Ira, C.G. Uhlenberg LLP

Pledge of Allegiance
Public Input on Non Agendized Items

None
Consent Calendar

MOTION: Approve the cousent calendar, which consisted of the list of
expenditures for September, revenue received for Septeniber, minutes
of the September board meeting and two (2) fixed asset retirements.
Curtis/Honan, carried unanimously,
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CONFERENCE WITH LEGAL COUNSEL AND/OR DISTRICT MANAGER - EXISTING
LITIGATION (Subdivision (a) of Section 54956.9), Name of case: Simser vs. San Mateo County
Mosquito and Vecter Control District

CONFERENCE WITH LEGAL COUNSEL AND/OR DISTRICT MANAGER - EXISTING
LITIGATION (Subdivision (a) of Section 54956.9), Name of case: Vega/Fernandez vs. San Mateo

County Mosquito Abatement District

PUBLIC EMPLOYEE PERFORMANCE EVALUATION - CONFERENCE WITH DISTRICT
MANAGER EVYALUATION REVIEW AND PROCESS (Gov. Code S¢c. 54957) — Name of case:

Robert B. Gay.
MOTION:  To adjourn into closed session. Tagg/Fil, carried unanimously,
MOTION: Ta come out of closed session. Riechel/Nickolas, carried

upanimously.

Ttem one (1): The Board approve the Settlement Agreement and Mummal Release between the
San Mateo County Mosquito and Vector Control District and Mr. Jacob Niebanm,

Ttem two (2): Infqrmaﬁon only. No action taken.
Ttem three (3):  Information only. No action taken.
Ttem four (4): - The Manager Evaluation Committee will tabulate the results and give to the

Board President. Once this is done then the Board Officers and the Committee Chair of the
Manager Evaluation Comittee will find a date to give the District Manager his evaluation.

Consent Calendar

MOTION: No items to approve.

General Fund #2706~ Revenue and Expenditure Statements

Finance Administrator will transfer all financial documents from Microsoft Access and Peachtree
to QuickBooks Accounting Program, All future financial documents will originate from the QuickBooks
Accounting Program, Budgetary documents will also originate from the GuickBooks Accounting Program
and assoeiated accounting spreadsheests.

Finzgnce. Administrator will make available all checks with all documentation for the Boards
approval prior to approval being authorized. The goal is to go forward and streamling the financial
reporting provess and produce all financial documents directly front our accounting system. The trastess
will seview financial documents that reconcile the Genéral Fund with réyenues and expenditures,

Finance Administrator and District Manager will meet with the District Finance Commiitee on

March 30, 2009 to review all finance doeuments within the QuickBooks Accounting Program and all
budgetary documents and affer review decide appropriate reports for the April Board Mesting.

Education Relief Assistance Fund (ERAF) information is requested by Trustee Fuller, Trustee Fil,
and Trustee Anderson. )

MOTION: To approve the Expenditures for Febmary 2609, Fuller/Curtis, carried
unanimously.
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Qnstgct Annual Audit 2006-200

Jeff Ira, C.G. Uhlenberg LLP, reported on the draft copy of the annual audit. This year’s audit
mcuciure was glightly different than, in previous years due to changes in reporting rules, More of
't]:e audit was directed af controls xafher than journal eitrics, This method required lots of quostion
and answer sessions inyolving the Actounting dcpamncn! and step by step demonstrations of 4¢tual
processes. The audit found no material weakuesses and the District is re-pmseuted ag finabcially

sound,

oct 10, o>

Trustee Riechel requestsd sotng additiohal infornation regarding the percentage changes from last
fiscal year fo this fiscal yeat in the categories of depreoiation expense, retirement and
ncmployment annoa Adtninistrator Williams replied by explaining the retirement account and
the reasoning behind the incroase in the budgeted amounts. The depreciation expense will increase
as we continue to increase our capital expenditire inventory. As we-embark on the new building
project, the final costs of the Redwood City location will be added to fixed assels, thus mising the
amount of what is depreciated each month. Until we réach a pointin time that no new itens are
added or items reach their maximum life's value, this line item will continue to rise. For the
retirement percentage increase, the Board of Retirement sets the employer contribution rates based
on the amount of money needed fo find the members who aré retired or will be fefiring and alse on
how well the fund-is doing during fluctuations of the stock markét, These costs are not uader our
contfol: Unemployment costs can he managed by assisting exiting employccs in locaﬁng other
employment bt when the District hires eight seasonal employges €ach ytar, they are entitled to
apply for tinemiployxrient at the end of their term. Since the amount: teqbired to fund the.
unemployment pot of money is detérmined by salaries, as we grow in staff and in salary dollars, the

rate used to calculate the amount due increases.

Manager Gay reported that this audit is the last audit under our current contract with C.G.
Uhlenberg, He requested that we agendize a motion to enter into a new three year contract with the
existing auditing firma at the November board meeting. He stated that the District has fnvestigated
the bidding ori other firms, but during this 3 mvemganon it was foond that most Auditing firms who
sgecialize in local goyernment accounting were muoh more-expensive than what our current contract
with C,G; Uhlenberg is. It is important fo maintain our existing relationship with C.G. Uhlenberg
due to their knowledge of our District, With the rotation of auditing personnel each year, the District
always gets a fresh set of eyes reviewing the financial records.

Finance Administrator Williams stated that finalization of any further adjusting entries will be
completed during the coming month and a printed and bound final copy will be available for
approval at the November 14, 2007 board meeting, She stated that she enjoyed working with the
auditing personnel and that they were professional and very helpfil,

Yector Control Program

Managerzeported on the folder of information provided in the pié-packet regarding incorporating
yeetor control servives to our current list of progranis. On Auguét 16, 2007, Manager Gay
received a phona call from Dean Peterson, Dircctor of Environniéntal Hea]tl: Services Division for
San Mateo County, He stated that budget erusichiés have required them fo cut positions in their
division-which would e.lmunatc thc veotor control program. He requested that the District take
over the program, though no funding would be given, Manager Gay conferred with President
Nickolas, who stated that he would like to proceed slowly-in fhids process dnd iook into every
avenue in regard to what would the programbe, how would it impact our othér programy, What
would be the costs and needs associated with this additional program, Manager Gay stated that Jie
was in the preliminary stages of acquiring information and most of the kuowledge was {ncomplete.
He would be scheduling & meeting with Brian Zamera, Dirccfor of Public Health Services
Division and Dean Peterson to talk specifically about what the process will be to assume control.

Manager Gay directed Figld Operations Supervisor Counts and Vector Ecologist Peavey to contact
neighboring Districts to inquire how théy hendle their veotor control program. After tonight’s
board update, they will also contact the existing employes for the San Matéo County véctor
conirol program to inquiré exactly what thcy do and how they operate the surrent program. It will
be at that poing, that the Distriot will be in a better position to answer detailed questions for the
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Internal Controls and Audits

Internal Controls have been reviewed and new ones implemented on several occasions as can

be seen in board documents.

In the Board Meeting Minutes from October 2007, page M2 under “District Annual Audit” it
states that the audit was directed more at controls rather than journal entries. Karen Williams discussed
this at the time and initiated new procedures in response to the auditors.

In the Minutes from the March 2009 Board meeting (page M2} under the “Finance
Administrator’s Report” it states that the “Finance Administrator will make available all checks with
documentation for the Boards approval pricr to approval being authorized.”

In the Minutes for the May 2009 Board meeting on page M8, under “District Financial
Committee” it says that at the April 24" meeting of the Finance committee “Financial documents were
reviewed in great detail and discussed for submitting in future board pre-packets”.

In January of 2010 new internal controls were announced by the Finance Department and the
Auditor. In the Manager’s Report for the January 2010 Board Meeting, pageA5, under the item about
the Audit Report for 2008-09, the manager announced a complete restructuring of the Administrative
Department and new internal controls. The procedure includes “multiple checks and balances”
including that the manager and board officer wili review each check before signing it.

Audits for the past 5 years are on the district’s website, The last 2 pages of each review internal
controls. For 2006-08, while Karen Willlams was Finance Administrator, the auditors state that they “did
not find any deficiencies in internal control over financial reporting that we consider to be material
weaknesses”, Karen had been praised at board meetings each year for having clean audits. In 2009,
after Karen left and Jo Ann had become Finance Administrator, there were two significant deficiencies
an the audit (page 28-29). The first was “accounting transactions not being properly recorded...lack of
proper accrual of expenditures...”. The second was that “...petty cash balances were negative...”. This
should have been a red flag at the time and should have caused the manager and the board to at least
wonder if there were problems and keep an eye out for irregularities in accounting. Instead, both issues
was blamed on the past finance Administrator and never given a second thought. In 2010, the lack of
properly recording accruals was flagged in the audit again (page 30).

It has been stated in the news repeatedly that “much of the fraud was in the past year” or that
the fraud was not as evident in the first year (2009), However, on the last page of the audit for 2011, it
shows that the total amount of the theft was $650,000 and the amount attributed to the 2010-11 was
340,000. This means that almost half the theft ($310,000) was in 2009-10, Despite two consecutive
audits showing significant deficiencies in accounting procedures when all previous audits had heen
spotless, neither the manager of board officers questioned whether there might be problems with the
district’s finance department and the department was given little oversight.





