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Santa Clara Valley Water District
Board Audit Committee

REGULAR MEETING
AGENDA

Wednesday, October 15, 2025 1:00 PM HQ. Bldg. Boardroom, 5700 Almaden
Expressway, San Jose, California

Join Zoom Meeting:

https://valleywater.zoom.us/j/91608079873

***IMPORTANT NOTICES AND PARTICIPATION INSTRUCTIONS***

Santa Clara Valley Water District (Valley Water) Board of Directors/Board Committee
meetings are held as a “hybrid” meetings, conducted in-person as well as by
telecommunication, and is compliant with the provisions of the Ralph M. Brown Act.

To maximize public safety while still maintaining transparency and public access,
members of the public have an option to participate by teleconference/video
conference or attend in-person. To observe and participate in the meeting by
teleconference/video conference, please see the meeting link located at the top of the
agenda. If attending in-person, you are required to comply with Ordinance 22-03 - AN
ORDINANCE OF THE SANTA CLARA VALLEY WATER DISTRICT SPECIFYING
RULES OF DECORUM FOR PARTICIPATION IN BOARD AND COMMITTEE
M E E T I N G S Il o ¢ a t e d a t
https://s3.us-west-2.amazonaws.com/valleywater.org.if-us-west-2/f2-live/s3fs-public/Or
d.pdf

In accordance with the requirements of Gov. Code Section 54954.3(a), members of the
public wishing to address the Board/Committee during public comment or on any item
listed on the agenda, may do so by filing out a Speaker Card and submitting it to the
Clerk or using the “Raise Hand” tool located in the Zoom meeting application to identify
yourself in order to speak, at the time the item is called. Speakers will be
acknowledged by the Board/Committee Chair in the order requests are received and
granted speaking access to address the Board.

. Members of the Public may test their connection to Zoom Meetings at:
https://zoom.us/test

« Members of the Public are encouraged to review our overview on joining Valley
Water Board Meetings at: https://www.youtube.com/watch?v=TojJpY CxXmO0

Valley Water, in complying with the Americans with Disabilities Act (ADA), requests
individuals who require special accommodations to access and/or participate in Valley
Water Board of Directors/Board Committee meetings to please contact the Clerk of the
Board’'s office at (408) 630-2711, at least 3 business days before the scheduled
meeting to ensure that Valley Water may assist you.
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This agenda has been prepared as required by the applicable laws of the State of
California, including but not limited to, Government Code Sections 54950 et. seq. and
has not been prepared with a view to informing an investment decision in any of Valley
Water's bonds, notes or other obligations. Any projections, plans or other
forward-looking statements included in the information in this agenda are subject to a
variety of uncertainties that could cause any actual plans or results to differ materially
from any such statement. The information herein is not intended to be used by
investors or potential investors in considering the purchase or sale of Valley Water’s
bonds, notes or other obligations and investors and potential investors should rely only
on information filed by Valley Water on the Municipal Securities Rulemaking Board’s
Electronic Municipal Market Access System for municipal securities disclosures and
Valley Water's Investor Relations website, maintained on the World Wide Web at
h ttps :/ / e mma . m s r b . o r g/ a n d
https://www.valleywater.org/how-we-operate/financebudget/investor-relations,
respectively.

Under the Brown Act, members of the public are not required to provide identifying
information in order to attend public meetings. Through the link below, the Zoom
webinar program requests entry of a name and email address, and Valley Water is
unable to modify this requirement. Members of the public not wishing to provide such
identifying information are encouraged to enter “Anonymous” or some other reference
under name and to enter a fictional email address (e.g., attendee@valleywater.org) in
lieu of their actual address. Inputting such values will not impact your ability to access
the meeting through Zoom.

Join Zoom Meeting:
https://valleywater.zoom.us/j/91608079873
Meeting ID: 916 0807 9873
Join by Phone:

1(669) 900-9128, 91608079873#

1. CALL TO ORDER:
1.1.  Roll Call.

2. TIME OPEN FOR PUBLIC COMMENT ON ANY ITEM NOT ON THE AGENDA.
Notice to the public: Members of the public who wish to address the Board/Committee
on any item not listed on the agenda may do so by filling out a Speaker Card and
submitting it to the Clerk or using the “Raise Hand” tool located in the Zoom meeting
application to identify yourself to speak. Speakers will be acknowledged by the
Board/Committee Chair in the order requests are received and granted speaking
access to address the Board/Committee. Speakers’ comments should be limited to
three minutes or as set by the Chair. The law does not permit Board/Committee action
on, or extended discussion of, any item not on the agenda except under special
circumstances. If Board/Committee action is requested, the matter may be placed on a
future agenda. All comments that require a response will be referred to staff for a reply
in writing. The Board/Committee may take action on any item of business appearing on
the posted agenda.

October 15, 2025 Page 2 of 4



3. APPROVAL OF MINUTES:

3.1.  Approval of September 17, 2025, Board Audit Committee Minutes. 25-0890
Recommendation: Approve the minutes.
Manager: Candice Kwok-Smith, 408-630-3193
Attachments: Attachment 1: 09172025 BAC Minutes

4, REGULAR AGENDA:

4.1. Receive and Discuss the Management Response to the 2024 Safe, Clean 25-0868
Water and Natural Flood Protection Program Performance Audit
Recommendations and Provide Feedback to Staff.

Recommendation: A. Receive and discuss the Management Response to the
2024 Safe, Clean Water and Natural Flood Protection
Program Performance Audit Recommendations; and
B. Provide feedback to staff as needed.

Manager: Darin Taylor, 408-630-3068

Attachments: Attachment 1: Final SCW Pgm. Perfor. Audit Report, Mgmt. Resp.
Attachment 2: PowerPoint

4.2. Discuss the Options to Extend Terms, Allow to Expire, or Terminate the On- 25-0844
Call Services Agreement with Board Auditor, Baker Tilly Advisory Group, LP,
Which is Set to Expire Effective March 27, 2026.

Recommendation: A. Discuss options to extend terms, allow to expire, or
terminate the On-Call Services Agreement with Board
Auditor, Baker Tilly Advisory Group LP, which is
currently scheduled to expire effective March 27, 2026;
and

B. Approve recommendation to the full Board to:

i. Exercise option to extend the On-Call Services
Agreement with Board Auditor, Baker Tilly
Advisory Group, LP. for one year; or

ii. Allow the expiration of the On-Call Services
Agreement with Board Auditor, Baker Tilly
Advisory Group, LP; or

iii. Exercise option to terminate the On-Call
Services Agreement with Board Auditor, Baker
Tilly Advisory Group, LP prior to the expiration
date of March 27, 2026.

Manager: Darin Taylor, 408-630-3068

Attachments: Attachment 1: Executed Agreement

Attachment 2: Amendment No. 1
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4.3. Discuss Potential Audit Topics for 2026 Annual Audit Plan, and Provide 25-0846
Further Guidance as Needed.

Recommendation: Discuss potential audit topics for 2026 Annual Audit Plan, and
provide further guidance as needed.

Manager: Darin Taylor, 408-630-3068
Attachments: Attachment 1: 2023 Risk Assessment Final Report
4.4. Discuss 2025 Annual Audit Plan (Capital Project Delivery; Contracting 25-0847

Practices; Conservation Strategies; Water Usage/Demand Forecasting),
and Provide Feedback as Needed.

Recommendation: A. Discuss 2025 Annual Audit Plan; and
B. Provide feedback as needed.
Manager: Darin Taylor, 408-630-3068
4.5. Review and Discuss 2025 Board Audit Committee (BAC) Work Plan. 25-0848

Recommendation: Review and discuss topics of interest raised at prior BAC
meetings and approve any necessary adjustments to the
2025 BAC Work Plan.

Manager: Candice Kwok-Smith, 408-630-3193
Attachments: Attachment 1: BAC Work Plan

5. CLERK REVIEW AND CLARIFICATION OF COMMITTEE REQUESTS.
This is an opportunity for the Clerk to review and obtain clarification on any formally
moved, seconded, and approved requests and recommendations made by the
Committee during the meeting.

6. ADJOURN:

6.1.  Adjourn. The Next Regular Meeting is Scheduled at 1:00 p.m., on November
19, 2025.
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A Santa Clara Valley Water District

Valley Water
File No.: 25-0890 Agenda Date: 10/15/2025
Item No.: 3.1.
COMMITTEE AGENDA MEMORANDUM
Board Audit Committee
Government Code § 84308 Applies: Yes [1 No
(If “YES” Complete Attachment A - Gov. Code § 84308)
SUBJECT:

Approval of September 17, 2025, Board Audit Committee Minutes.

RECOMMENDATION:
Approve the minutes.

SUMMARY:

In accordance with the Ralph M. Brown Act, a summary of Committee discussions, and details of all
actions taken by the Board Audit Committee, during all open and public Committee meetings, is
transcribed and submitted to the Committee for review and approval.

Upon Committee approval, minutes transcripts are finalized and entered into the Committee’s
historical records archives and serve as historical records of the Committee’s meetings.

ENVIRONMENTAL JUSTICE IMPACT:
The approval of minutes is not subject to environmental justice analysis.

ATTACHMENTS:
Attachment 1: 09172025 BAC Minutes

UNCLASSIFIED MANAGER:
Candice Kwok-Smith, 408-630-3193

Santa Clara Valley Water District Page 1 of 1 Printed on 10/8/2025
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For full meeting record, please review meeting videos at:
https://www.valleywater.org/how-we-operate/committees/board-committees

Valley Water BOARD AUDIT COMMITTEE MEETING

DRAFT MINUTES

REGULAR MEETING
WEDNESDAY, SEPTEMBER 17, 2025
1:00 PM

(Paragraph numbers coincide with agenda item numbers)
1. CALL TO ORDER:

A regular meeting of the Santa Clara Valley Water District (Valley Water) Board Audit
Committee (Committee) was called to order in the Valley Water Headquarters Building
Boardroom at 5700 Almaden Expressway, San Jose, California, and by Zoom
teleconference, at 1:00 p.m.

1.1 Roll Call.

Committee members in attendance were: District 6 Director Tony Estremera,
District 2 Director and Vice Chairperson Shiloh Ballard, and District 4 Director
Jim Beall, Chairperson presiding, constituting a quorum of the Committee.

Staff members in attendance were: Emmanuel Aryee, Kevin Brown, Rita Chan,
Jessica Collins, Enrique De Anda, Amy Fonseca, Walter Gonzalez, Candice
Kwok-Smith, Cecil Lawson, Dave Leon, Olive Manaloto, Jennifer Martin,
Anthony Mendiola, Nicole Merritt, Carlos Orellana, Max Overland, Luz Penilla,
Don Rocha, Alison Phagan, Amandeep Saini, Stephanie Simunic, Manpreet
Sra, Charlene Sun, Darin Taylor, Odilia Teixeira, Kristen Yasukawa, Bhavani
Yerrapotu, and Tina Yoke.

Public in attendance were: Valley Water District 7 Director Rebecca Eisenberg,
and George Skiles (Sjoberg Evashenk Consulting).

2. TIME OPEN FOR PUBLIC COMMENT ON ANY ITEM NOT ON THE AGENDA:

Chairperson Beall declared time open for public comment on any item not on the
agenda. There was no one present who wished to speak.

3. APPROVAL OF MINUTES:
3.1.  Approval of August 20, 2025, Board Audit Committee Meeting Minutes.

Recommendation:  Approve the minutes.

Attachment 1
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The Committee considered the attached minutes of the August 20, 2025
Committee meeting.

Public Comments:
None.

It was moved by Director Estremera and seconded by Vice Chairperson
Ballard and was carried by unanimous vote that the minutes be approved.

4, REGULAR AGENDA:

41.

Receive Update on the Implementation of the Management Response to the
2023 Capital Improvement Program (CIP) Process Performance Audit.

Recommendation: Receive the status update on the implementation of the
Management Response to the 2023 CIP Process
Performance Audit.

Luz Penilla reviewed the information on this item, per the attached Committee
Agenda Memo, and reviewed the information contained in Attachment 1.

Luz Penilla, Tina Yoke, Carlos Orellana, and George Skiles were available to
answer questions.

Public Comments:
None.

The Committee received the information, took no formal action, and noted the
following:

¢ The Committee noted that staff are engaging with other government
agencies regarding the CIP performance measurement system and
have received positive feedback, along with interest in collaborating on
a benchmark study to better understand practices across agencies.

¢ The Committee discussed the process for when cost increases exceed the
approved project budget including how the Board is notified and noted staff
are continuing to develop the tools and metrics to provide quick access to
the status of projects to assist management with staying on schedule and
budget.

¢ The Committee noted the cost estimator tool that assists staff in annually
evaluating trends and provides cost escalation information to be
incorporated into proposed project costs.

o The Committee confirmed the CIP process by which procurement teams
are integrating and coordinating with the project managers to ensure
contract compliance.

e The Committee noted collaborating staff are collecting, tracking, and
compiling together an annual report for review by the Chiefs which
incorporates the use of Atrtificial Intelligence (Al).

e The Committee noted interest in utilizing internal staff rather than
contractors to streamline smaller or medium sized projects and confirmed
that Projectmates may be modified to manage the contracts in coordination
with other CIP tools to support both in-house and future projects.

Attachment 1
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4.2

4.3.

For full meeting record, please review meeting videos at:
https://www.valleywater.org/how-we-operate/committees/board-committees

e The Committee noted the California Public Contract Code (PCC) § 21161
requirement for a formal competitive bidding process for any project
exceeding $50,000 unless an exception applies such as channel
protection.

o The Committee noted interest in developing a system for consultants to
report significant developments to the Board Committees and the public.

e The Committee noted that the Chief Audit Executive (CAE) would conduct
a follow-up review towards the end of the fiscal year when the CIP audit
recommendations were fully implemented.

Receive the Fiscal Year 2024-2025 Fourth Quarter Financial Status Update.

Recommendation:  Receive the fiscal year 2024-2025 fourth quarter
financial status update as of June 30, 2025.

Charlene Sun, Enriqgue De Anda, and Luz Penilla reviewed the information on this
item, per the attached Committee Agenda Memo, and corresponding
presentation materials contained in Attachment 1 were reviewed by staff as
follows: Charlene Sun reviewed Slides 1 - 5, Enrique De Anda reviewed
Slides 6 - 7 and 8, and Luz Penilla reviewed Slide 7.

Handout 4.2-A, revised Slide 7 of Attachment 1 was distributed to the
Committee and made available to the pubilic.

Charlene Sun, Enrique De Anda, Luz Penilla, and Darin Taylor were available to
answer questions.

Public Comments:
None.

The Committee received the information, took no formal action, and noted the
following:

¢ The Committee noted appreciation for staff's continued work and
confirmed that the target is 80% of the budget for upcoming fiscal year
capital expenditures with the implementation of the CIP performance
measurement system referenced under Item 4.1

¢ The Committee confirmed that staff are reviewing the impact of the
surface/recycled water revenue budget versus actuals.

Receive and Discuss the Audit Report of the Water Utility Enterprise Funds
for the Fiscal Year Ended June 30, 2024.

Recommendation: Receive and discuss the audit report of the Water Ultility
Enterprise funds for the fiscal year ended June 30,
2024.

Darin Taylor reviewed the information on this item, per the attached Committee
Agenda Memo, and reviewed the information contained in Attachment 1.

Darin Taylor was available to answer questions.

Public Comments:

Attachment 1
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4.4.

4.5.

4.6.

For full meeting record, please review meeting videos at:
https://www.valleywater.org/how-we-operate/committees/board-committees

None.

The Committee received the information, took no formal action, and without
further discussion noted the audit report.

Discuss Potential Audit Topics for 2026 Annual Audit Plan and Provide
Further Guidance as Needed.

Recommendation: Discuss potential audit topics for 2026 Annual Audit Plan,
and provide further guidance as needed.

George Skiles reviewed the information on this item, per the attached Committee
Agenda Memo, and reviewed the information contained in Attachment 1.

George Skiles was available to answer questions.

Public Comments:
None.

The Committee received the information, took no formal action, and noted the
following:

e The Committee expressed support for including the Pacheco Reservoir
Expansion Project close out audit as a potential audit topic consistent
with a previous Board request and noted the value of reviewing recent
employment survey data to obtain staff perspectives.

¢ The Committee confirmed the other potential audit topics on the list
were as follows: risk assessment, review of board governance models,
evaluation of Board members roles regarding Joint Power Authority
(JPA) agreements, and a performance audit of District-wide asset
management practices.

Discuss 2025 Annual Audit Plan, (Capital Project Delivery; Contracting
Practices; Conservation Strategies; Water Usage/Demand Forecasting),
and Provide Feedback as Needed.

Recommendation: A. Discuss 2025 Annual Audit Plan,
B. Provide feedback as needed.

Darin Taylor and George Skiles reviewed the information on this item, per the
attached Committee Agenda Memo.

Darin Taylor and George Skiles were available to answer questions.

Public Comments:
None.

The Committee received the information, took no formal action, and without
further discussion noted the update on the 2025 Annual Audit Plan.

Review and Discuss the 2025 Board Audit Committee (BAC) Work Plan.

Recommendation: Review and discuss topics of interest raised at prior
Attachment 1
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BAC meetings and approve any necessary
adjustments to the 2025 BAC Work Plan.

Darin Taylor reviewed the information on this item, per the attached
Committee Agenda Memo, and per the information contained in
Attachment 1.

Darin Taylor was available to answer questions.

Public Comments:
None.

The Committee received the information, took no formal action, noted the
update on the BAC Work Plan, and confirmed the BAC October 15, 2025
meeting date to discuss the draft 2026 Annual Audit Plan in preparation for a
Board proposal targeted for the end of November 2025.

5. CLERK REVIEW AND CLARIFICATION OF COMMITTEE REQUESTS:
This is an opportunity for the Clerk to review and obtain clarification on any formally
moved, seconded, and approved requests and recommendations made by the
Committee during the meeting.

Nicole Merritt confirmed the Committee received the update on the implementation
of the management response to the 2023 CIP Process Audit, noted support for
staying up to date on changes including cost increases, how the system compares
to other government agencies, looking at medium sized projects, and utilizing
internal staff under Item 4.1; received and noted the fiscal year 2024—-2025 fourth
quarter financial status update under ltem 4.2; received and noted the audit report
of the water utility enterprise funds under Item 4.3; discussed and provided
feedback of additional audit topics for the 2026 Annual Audit Plan under Iltem 4.4;
noted the 2025 Annual Audit Plan update under ltem 4.5; and noted the 2025 BAC
Work Plan under Item 4.6.

6. ADJOURN:

6.1.

Adjourn. The Next Regular Meeting is Scheduled at 1:00 p.m. on October 15,
2025.

Chairperson Beall adjourned the meeting at 2:19 p.m. The next regular
meeting is scheduled to occur at 1:00 p.m. on October 15, 2025.

Nicole Merritt,
Deputy Clerk (Committee Meetings)

Date approved:

Attachment 1
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A Santa Clara Valley Water District

Valley Water

File No.: 25-0868 Agenda Date: 10/15/2025
Item No.: 4.1.

COMMITTEE AGENDA MEMORANDUM
Board Audit Committee

Government Code § 84308 Applies: Yes [1 No
(If “YES” Complete Attachment A - Gov. Code § 84308)

SUBJECT:
Receive and Discuss the Management Response to the 2024 Safe, Clean Water and Natural Flood
Protection Program Performance Audit Recommendations and Provide Feedback to Staff.

RECOMMENDATION:
A. Receive and discuss the Management Response to the 2024 Safe, Clean Water and Natural
Flood Protection Program Performance Audit Recommendations; and

B. Provide feedback to staff as needed.

SUMMARY:

On October 2, 2024, a task order was issued to conduct the first audit of the renewed Safe, Clean
Water and Natural Flood Protection Program (SCW Program or Program). The renewed SCW
Program, effective July 1, 2021, replaced the previous 2012 Safe, Clean Water and Natural Flood
Protection Program (2012 Program) in its entirety. To ensure accountability and transparency, the
program requires the Valley Water Board of Directors to conduct independent professional audits of
the SCW Program at least every five years while the program is in effect.

At the request of the Independent Monitoring Committee (IMC) and subsequent Board direction, staff
initiated this audit earlier than five (5) years. Valley Water engaged PMA Consultants to conduct this
independent performance audit, which was approved at an estimated cost of $206,380.

The primary objective of this independent performance audit was to assess the renewed SCW
Program implementation for the period covering July 1, 2021, through June 30, 2024. The audit
focused on key aspects, including:

e Governance and Transparency: The audit evaluated the effectiveness of overall program
governance, managerial oversight, and independent monitoring, including the roles of the
Board of Directors and the IMC. The audit also examined the transparency and accuracy of
public reporting on Program progress and outcomes.

e Compliance: The audit verified the Program's compliance with key provisions of the Measure
S tax measure. This included assessing whether funds were collected and expended

Santa Clara Valley Water District Page 1 of 2 Printed on 10/8/2025
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File No.: 25-0868 Agenda Date: 10/15/2025
Item No.: 4.1.

appropriately and whether the Board-approved Change Control Process was properly
implemented for project adjustments, modifications, and non-implementation.

e Performance: The audit assessed Valley Water's progress toward meeting the SCW Program's
six priorities and its key performance indicators (KPIs). This assessment included deep-dive
reviews of a sample of projects to evaluate project management effectiveness in meeting
scope, budget, and schedule commitments.

On August 15, 2025, a summary of the draft SCW audit report was presented to the executive staff to
facilitate a discussion on the results of the performance audit. On September 4, 2025, staff received
a copy of the draft report for management’s response, initiating the 15-Business-Day response time.
On September 25, 2025, staff provided the finalized Management’s Response to PMA for inclusion in
the draft final report.

The purpose of this item is to present the Renewed SCW Program Performance Audit Report with
Management Response (Attachment 1) and seek comments/feedback from the BAC regarding the
responses.

ENVIRONMENTAL JUSTICE IMPACT:

There are no environmental impacts associated with this item. Audits are a tool utilized by the BAC to
monitor possible risks to the organization, and inform any guidance provided to staff to achieve the
Board’s priorities. There are no environmental impacts that result from this audit.

ATTACHMENTS:
Attachment 1: Final SCW Pgm. Perfor. Audit Report, Mgmt. Resp.
Attachment 2: PowerPoint

UNCLASSIFIED MANAGER:
Darin Taylor, 408-630-3068
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and Natural Flood Protection

Santa Clara Valley Water District

Safe, Clean Water and Natural Flood Protection Program (Measure S)
Performance Audit Report FY22 — FY24

FINAL DRAFT

Prepared by:

PMA Consultants
San Jose, California
July 2025
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EXECUTIVE SUMMARY

A. Introduction

The Santa Clara Valley Water District (Valley Water) ensures current and future water supplies,
protects water resources from contaminants, provides flood protection, safeguards
infrastructure from natural disasters, and restores ecosystems within Santa Clara County. In
November 2020, voters in Santa Clara County approved Measure S, establishing the renewed
Safe, Clean Water and Natural Flood Protection Program (SCW Program). This measure provides
continued funding via a special parcel tax for projects delivering safe water, natural flood
protection, and environmental stewardship. The renewed SCW Program, effective July 1, 2021,
replaced the previous 2012 Safe, Clean Water and Natural Flood Protection Program in its
entirety, carrying forward funding for previously identified capital projects and replacing other
projects with comparable initiatives under the renewed program structure.

To ensure accountability and transparency, Measure S requires the Valley Water Board of
Directors to conduct independent professional audits of the SCW Program at least every five
years while the program is in effect. In fulfillment of this requirement, Valley Water engaged
PMA Consultants to conduct this independent performance audit of the renewed SCW Program.

B. Overall Audit Objectives

The primary objective of this independent performance audit was to assess the renewed Safe,
Clean Water and Natural Flood Protection (SCW) Program for the period covering July 1, 2021,
through June 30, 2024. The audit evaluated key aspects of program implementation, including:

e Governance and Transparency: The audit evaluated the effectiveness of overall program
governance, managerial oversight and independent monitoring, including the roles of
the Board of Directors and the Independent Monitoring Committee (IMC), and assessed
the transparency and accuracy of public reporting on program progress and outcomes.

e Compliance: The audit verified the program's compliance with key provisions of the
Measure S tax measure. This included assessing whether funds were collected and
expended appropriately and whether the Board-approved Change Control Process was
properly implemented for project adjustments, modifications and non-implementation.

e Performance: The audit assessed Valley Water's progress toward meeting the SCW
Program's six priorities and its key performance indicators (KPls). This assessment
included deep-dive reviews of a sample of projects to evaluate project management
effectiveness in meeting scope, budget, and schedule commitments.
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The remainder of this report provides the detailed procedures, findings, and recommendations
resulting from this work.

C. Summary of Key Findings

The audit concluded that Valley Water has established the formal governance, oversight, and
reporting structures mandated by Measure S, and the audit identified several noteworthy
practices demonstrating effective program management. The audit also resulted in nine findings
that identified opportunities for improvement. The key findings, which are summarized below,
focus on opportunities to improve the processes for reporting project progress and to
strengthen the governance of complex partnerships and program oversight.

Key findings are summarized below:

e Opportunity to Improve Reporting for SCW Program Projects: The audit identified
opportunities to improve the processes used to report on the funding allocations and
schedules for SCW Program projects. For project funding allocations, the methods for
reconciling adjustments can be improved to ensure more accurate and timely reporting
in the SCW Annual Report. Similarly, for project schedules, improving the reconciliation
of changes approved in the Capital Improvement Program’s Five-Year Plan (CIP Plan)
would make it easier for stakeholders to trace the impact of adjustments on the delivery
of project KPIs.

e Governance and Partnership Complexity: The audit identified governance challenges
with the San Francisquito Creek flood protection project (Project E5), where Valley
Water’s evolution from project lead to funding partner has resulted in a misalignment
between its accountability for a specific outcome and its current role and authority.
Additionally, opportunities were identified to enhance the effectiveness of the
Independent Monitoring Committee (IMC), and a prior audit recommendation regarding
the Conflict of Interest policy for the IMC remains unresolved.

D. Summary of Key Recommendations

The recommendations in this report are intended to support Valley Water's continuing efforts to
maintain and enhance a robust, transparent, and effective oversight and governance framework
for the SCW Program. The key recommendations are:

o Improve Reporting Processes and Transparency: Strengthen the processes for reporting
on SCW Program projects by requiring a formal reconciliation of all funding allocations
and schedule changes. This will ensure changes approved through the CIP Plan are
accurately translated and reported, improving the clarity and transparency of the SCW
Annual Report.
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Strengthen Governance and Partnership Management: Enhance the management of
key external partnerships, such as on the San Francisquito Creek flood protection project

(Project E5), by developing tools to better track strategic decisions and risks, and

continuing efforts to align project KPIs with Valley Water's evolving role. Strengthen the

processes for recruiting IMC members and resolve the outstanding Conflict of Interest

policy issue.

D. Findings, Recommendations, and Management Responses Overview

improvement opportunities are also summarized in Appendix C.

Our procedures identified improvement opportunities that are listed in the following table and
presented in detail in the Procedures, Findings, and Recommendations section of this report. All

Detail on
Summary of observations
Page #
1. The Program is Operating in Compliance with Key Measure S Provisions, 14
with One Minor Procedural Discrepancy Noted
The audit identified a minor procedural discrepancy in how Valley
Water files Measure S tax resolutions with Santa Clara County.
2. Process for Reconciling SCW Project Funding Allocations with CIP 15
Adjustments Needs Improvement to Enhance Reporting Reliability.
The process for reconciling SCW capital project funding allocations with
CIP Plan adjustments needs improvement to support accurate and
timely reporting in the SCW Annual Report.
3. AClearer Crosswalk is Needed between CIP and SCW Schedule 18
Adjustments
A clearer crosswalk is needed between CIP and SCW schedule
adjustments to improve transparency and traceability.
4. A Prior Audit Recommendation Regarding the IMC Conflict of Interest 21
Policy Remains Unresolved
A prior audit recommendation to implement a conflict-of-interest policy
for the Independent Monitoring Committee (IMC) remains unresolved.
5. Ongoing Vacancies on the Independent Monitoring Committee Impact 21
its Effectiveness
Ongoing vacancies on the Independent Monitoring Committee have
created challenges in meeting quorum requirements and distributing
workload.
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Summary of observations

Detail on
Page #

6. Management of Key Partnership Projects Could Be Enhanced

Valley Water’s current management tools are not fully suited to its
evolving role as a funding partner in externally led projects like Project
ES.

23

7. The KPI for a Key Partnership Project is Misaligned with Valley Water's

Role and Authority

The KPI for Project E5 does not reflect Valley Water's current role as a
funding partner and may overstate its accountability for project
outcomes.

24

8. Performance Data Impacted by Inconsistent Data Entry and Reporting

Discrepancies in operational data reporting for Projects D1 and F5
stemmed from inconsistent data entry and compilation.

24

9. KPlIs that are Open-Ended or Do Not Fully Reflect Program Activities

Pose Long-Term Financial and Communication Risks

There is an opportunity to improve KPIs to ensure long-term financial
sustainability and clearer communications. Project F1.1's KPI represents
a perpetual maintenance commitment, and KPIs for Projects D1 and F3
could be enhanced for clarity and scope.

25
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I. INTRODUCTION

A. Background on the Safe, Clean Water and Natural Flood Protection Program

In November 2020, Santa Clara County voters approved Measure S, establishing the renewed
Safe, Clean Water and Natural Flood Protection Program (hereafter referred to as the "SCW
Program" or "the Program"). This measure replaced the prior 2012 program of the same name
and the original 2000 Clean, Safe Creeks and Natural Flood Protection Plan. Effective July 1,
2021, the renewed SCW Program provides a dedicated and continuous funding source through
a special parcel tax levied on properties within the Santa Clara Valley Water District (Valley
Water).

The purpose of the special tax is to fund projects and activities aligned with Valley Water's core
mission areas. These missions include ensuring safe and reliable water supplies, protecting
water resources from toxins, providing natural flood protection, safeguarding infrastructure
from natural disasters, and restoring creek and bay ecosystems. The renewed Program's
priorities were developed with community and stakeholder engagement to ensure alignment
with the priorities of Santa Clara County residents. The Program operates on 15-year financial
planning cycles and includes specific projects with Key Performance Indicators (KPIs) to monitor
long-term performance and maintain accountability. As part of this long-term framework,
Measure S also mandates that the Board of Directors evaluate the continued need for the
special tax every fifteen years, ensuring ongoing public oversight.

The renewed SCW Program is organized around six key priorities that guide the allocation of
funds and the execution of specific projects. The six priorities are:

e Priority A: Ensure a Safe, Reliable Water Supply: Focuses on upgrading water
infrastructure, supporting water conservation efforts, and ensuring emergency water
supply reliability.

¢ Priority B: Reduce Toxins, Hazards, and Contaminants in Our Waterways: Addresses
water quality through pollution reduction, hazardous material response, supporting
volunteer cleanups, and managing urban runoff.

e Priority C: Protect Our Water Supply and Dams from Earthquakes and Other Natural
Disasters: Centers on the seismic retrofitting of critical infrastructure like Anderson Dam
to ensure public safety and water supply security.

¢ Priority D: Restore Wildlife Habitat and Provide Open Space: Includes projects for
managing vegetation, revitalizing habitats, improving fish passage, supporting ecological
data collection, restoring natural creek functions, and conserving habitat lands.
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e Priority E: Provide Flood Protection to Homes, Businesses, Schools, Streets, and
Highways: Concentrates on major capital construction projects to reduce flood risk in
vulnerable areas, often involving partnerships with federal and state agencies.

e Priority F: Support Public Health and Public Safety for Our Community: Encompasses a
range of multi-benefit projects, including vegetation and sediment management for
flood channel capacity, emergency response planning, encampment cleanups, and
community grant programs.

B. Audit Objectives and Methodology

As mandated by Measure S, the primary objective of this performance audit was to provide the
Board of Directors, stakeholders, and the public with an independent and transparent
assessment of the renewed Safe, Clean Water and Natural Flood Protection (SCW) Program. The
audit was designed to evaluate program governance, compliance, transparency, and
performance since the renewed program's inception.

To achieve these objectives, the audit team performed procedures aligned with the key tasks
outlined in the Scope of Work. The methodology for each major area of the audit is described
below.

Prior Audit Documentation Review: The audit commenced with a review of prior audits of the
2012 Safe, Clean Water Program, including an initial audit dated June 1, 2017, and a closeout
performance audit dated March 25, 2024. The findings from those reports were discussed with
Valley Water management to provide context and inform the scope and focus of the current
audit. Based on this review, it was determined that no modifications were needed to the
planned scope of work.

Reporting and Transparency Review: To assess the program’s transparency, the audit team
reviewed public-facing documents, including financial reports and project status updates, to
evaluate their accuracy and clarity. The audit also included a review of the Independent
Monitoring Committee's (IMC) roles and responsibilities as outlined in the SCW Program
Resolution, along with related documentation such as meeting minutes and annual reports.

Program Oversight and Governance Review: The audit team evaluated the effectiveness of the
program's governance framework and managerial oversight mechanisms. This included
conducting interviews with key personnel, including members of the Board of Directors, the
IMC, and Valley Water management, to understand oversight roles and responsibilities. The
procedures also included assessing compliance with key provisions of the Measure S tax
measure by reviewing financial data to determine if funds were collected and expended
appropriately. Finally, the audit evaluated whether Valley Water is properly implementing the
Board-approved Change Control Process for program adjustments.
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Program and Project Performance Assessment: This phase of the audit assessed whether Valley
Water is making reasonable progress toward meeting the Program's six priorities and associated
Key Performance Indicators (KPIs). The methodology involved a multi-step process:

e Project Selection: To facilitate the review of program execution and progress, a
representative sample of projects was selected from the renewed SCW Program. A
judgmental sampling approach was used to select approximately one-third of the
projects while ensuring diversity across several criteria, including representation from
each of the program's six priorities, project budget size, and project complexity. The
initial selection was discussed with Valley Water staff, leading to minor refinements to
ensure adequate coverage.

e Project Deep Dives: For each selected project, the audit team performed deep-dive
reviews to evaluate project management effectiveness. This included obtaining and
evaluating project management artifacts (e.g., schedules, budgets, progress reports) and
assessing performance against scope, schedule, budget, and KPIs. These procedures
were designed to identify any deficiencies or challenges, such as funding delays or
hyper-escalation, and to form a basis for recommending improvements.

C. Audit Scope and Period

The scope of this audit focused exclusively on the renewed SCW Program. The audit period
covered program activities from July 1, 2021, through June 30, 2024, which aligns with the first
three fiscal years of the program's implementation. This report reflects audit activities and the
status of findings and recommendations as of July 28, 2025—the date fieldwork was completed.
It does not reflect any subsequent developments or client actions occurring after that date.

To provide further clarity, the scope of this audit did not include: a review of the prior 2012
Safe, Clean Water Program, other than for historical context; an opinion on Valley Water's
overall financial statements, as this was a performance audit, not a financial statement audit; a
deep-dive review of every project within the SCW Program portfolio, as our work was based on
a representative sample; or a technical validation of project designs or construction quality.
Furthermore, the audit focused on assessing progress toward the formal Key Performance
Indicators (KPIs) defined in the Measure S program text and did not include an evaluation of the
ultimate attainment of the separate project "Benefits" that are also described in the SCW
Annual Report. The audit assessed whether Valley Water is making "reasonable progress"
toward its KPIs based on activities and evidence from the audit period; the objective was not to
conclude on the ultimate achievement of long-term KPIs but to evaluate the program's
management and progress to date.
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Il. COMMENDATIONS

In addition to the findings and recommendations detailed later in this report, the audit

identified several practices that demonstrate effective program management and oversight.

These practices are highlighted to provide a balanced assessment of the program and to

acknowledge areas of strength that support the successful implementation of the Safe, Clean

Water Program.

Established and Transparent Governance Structure: The audit confirmed that Valley
Water has established the formal, multi-faceted governance structure mandated by
Measure S, consisting of the Board of Directors, the Independent Monitoring Committee
(IMC), and dedicated program staff. The Board provides ultimate oversight and decision-
making authority, utilizing its standing committees for more detailed review of SCW
projects. The IMC serves its mandated role of providing independent annual review and
recommendations directly to the Board, and its operations are transparent, with
information such as meeting dates, agendas, and minutes made publicly available. This
overall structure creates a continuous cycle of oversight encompassing strategic
planning, financial governance, and project monitoring.

Adherence to Annual Reporting Requirements: Valley Water adheres to the Measure S
requirements for both annual rate-setting and annual financial reporting. For each year
of the audit period, the CEO prepared and published the SCW Annual Rate-Setting
Report, which was formally accepted by the Board of Directors at a public meeting.
Similarly, the Chief Financial Officer filed a fiscal year report with the Board in
compliance with the required deadline. These annual reports contained the mandated
information, including the amount of funds collected and expended and the status of
authorized projects.

Public Access to Information: Valley Water uses multiple channels to provide the public
with access to program information. These include a monthly Valley Water eNewsletter
with over 50,000 subscribers, project-specific email lists and public meetings, and the
SCW Program webpages. These webpages feature an archive page that contains all
program reports, change control documents, five-year implementation plans, and audit
reports. Additionally, the SCW Program project pages are updated at least once each
guarter.

Comprehensive Capital Project Management Framework: The audit observed that
SCW-funded capital projects are managed under a comprehensive framework guided by
the Capital Improvement Program (CIP) Program Manual. This framework provides a
strong foundation for project execution, including detailed work plans, phase-based
delivery procedures, and a clear hierarchy of oversight meetings. While the findings in
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this report identify opportunities to improve the reconciliation between the CIP and the
SCW Program's external reporting, the underlying project management structure is a key
strength.

o Effective Performance of Operational Projects: The audit of selected projects indicated
that six of the seven? active operational, maintenance (e.g., performance-based), and
fiscal-based projects included in our sample of projects are consistently meeting or
exceeding their annual Key Performance Indicator (KPI) targets.

o Strategic Use of Tiered KPIs for Risk Management: The audit identified that the use of a
tiered KPI structure for certain complex capital projects, which includes both a preferred
KPI and a "local-funding-only" alternative, serves as an effective risk management tool,
providing a pre-approved path for project progress under different funding scenarios.

1 See Finding 9 on page 25 regarding Project D1 (Management of Riparian Planting and Invasive Plant Removal).
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Ill. PROCEDURES, FINDINGS AND RECOMMENDATIONS

This section of the report presents the summary of findings and recommendations resulting
from our audit procedures. The findings are organized by the major audit objectives outlined in
Section I.

A. Reporting and Transparency

This area of the audit focused on assessing the transparency and accuracy of reporting on the
renewed SCW Program's progress and outcomes, including the public disclosure of financial
information, project status updates, and the roles and responsibilities of the Independent
Monitoring Committee (IMC).

Procedures Performed

To evaluate reporting and transparency, audit procedures included reviewing key documents
required by Measure S. This involved examining the Annual Rate-Setting Reports prepared by
Valley Water's CEO for each year of the audit period to confirm they included the required
proposed tax rates. We also reviewed the annual fiscal year reports prepared by the Chief
Financial Officer to verify they were filed on time and contained the required information on
funds collected and expended, and the status of funded projects. Additionally, the audit
reviewed the operations of the Independent Monitoring Committee (IMC). Procedures included
examining the public availability of meeting schedules, agendas, and minutes, and reviewing
Valley Water's Conflict of Interest policy applicable to the IMC.

B. Program Oversight and Governance

This area of the audit focused on evaluating the overall program governance and the
effectiveness of managerial oversight mechanisms. The audit also verified compliance with key
provisions of the Measure S tax measure and the implementation of the Board-approved
Change Control Process.

Procedures Performed

To evaluate program oversight and governance, our audit procedures were designed to assess
the framework from multiple perspectives:

¢ Review of the Governance Framework: We reviewed the governance structure
mandated by Measure S and established in Valley Water documentation. To understand
the roles, responsibilities, and effectiveness of this structure, we conducted interviews
with members of the Board of Directors, the Independent Monitoring Committee (IMC),
and key Valley Water management and staff.
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¢ Assessment of Compliance: To assess compliance with key provisions of Measure S, we
reviewed publicly available documentation, including Annual Reports and Board meeting
materials, to evaluate adherence to the measure's requirements. This included assessing
whether program funds were collected and expended appropriately.

¢ Evaluation of the Change Control Process: We reviewed the Board-approved Change
Control Process and examined a sample of project adjustments and modifications made
during the audit period to determine if the process was being implemented as designed.

Findings, Recommendations and Management Responses

Finding 1: The Program is Operating in Compliance with Key Measure S Provisions, with One
Minor Procedural Discrepancy Noted.

Issue: The audit's review of compliance with key Measure S provisions found that Valley Water
adheres to the primary procedural, financial control, and reporting mandates. A minor
discrepancy was noted regarding Measure S, Provision C, which specifies that tax resolutions be
filed with the "Auditor-Controller" and the "County Recorder." Current practice involves filing
these documents with the County Clerk-Recorder's Office and the County Tax Assessor's Office.
This variance appears related to changes in County departmental structures since Measure S
was drafted. While the specific titles of the offices differ, the filings appear to achieve the
functional intent of the provision by ensuring the relevant county entities are formally notified
for billing and recording purposes.

Risk: Without formal documentation explaining the variance between the procedural text in
Measure S and current practice, there is a risk of perceived non-compliance with the voter-
approved measure. Such perceived non-compliance may make it more difficult for future such
initiatives to pass.

Recommendation: To address the minor discrepancy in filing offices for tax resolutions, Valley
Water should formally document its assessment that the current process meets the functional
intent of Measure S, Provision C. Furthermore, standard clarifying language should be
incorporated into future Board resolutions to explicitly state the specific County offices where
certified copies will be filed. These actions will enhance transparency by creating a clear and
complete public record, demonstrating the Program's adherence to Measure S requirements.

Management's Response: Agree. Management agrees with the recommendation and staff will
implement this recommendation.

Responsible Party: Chief Financial Officer (CFO), Financial Planning & Management Services
Division.

Completion Date: Q4, FY26 for FY2026-2027 Annual Rate Setting Report (May 2026).
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Finding 2: Process for Reconciling SCW Project Funding Allocations with CIP Adjustments
Needs Improvement to Enhance Reporting Reliability.

Issue: To support Valley Water's ongoing efforts to improve the Safe, Clean Water (SCW)
Program, this finding identifies an opportunity to enhance the reporting of long-term project
funding allocation adjustments. Primarily there is a need to strengthen the procedural methods
for reconciling CIP Plan adjustments to project funding allocations in order to increase data
accuracy and reliability. Additionally, there is an opportunity to clarify the language in the
Board-approved Change Control Process to specify what information regarding these
adjustments will be reported and where information related to budget adjustments and
changes to project funding allocations will be made publicly available. This issue is specific to
the program’s capital projects, as our audit work found no similar material discrepancies in the
reporting for operational projects. Our audit of the SCW Program’s capital project budgets
found that the cumulative "Board Appv'd Adj" figures reported in Appendix A-1.2 of the SCW
Annual Reports for FY23, and FY24 did not reconcile to supporting documentation. We were
unable to determine the magnitude of the reconciliation discrepancies as performance of
detailed reconciliations was outside the scope of our procedures, and staff’s efforts to update
the reconciliation is ongoing. In response to our inquiries, staff indicated they had identified an
error in the methodology used for their detailed review of Board-approved adjustments, which
was initiated as part of the FY24 reporting cycle. As staff explained, this methodology used the
Capital Improvement Program’s Five-Year Plan (CIP Plan) as the baseline for identifying funding
allocation adjustments instead of the SCW Program’s 5-Year Implementation Plan. While the
Change Control Process for capital projects appropriately uses the CIP Plan cycle for approving
changes, there is an opportunity to improve the methods used to identify, reconcile, and report
those approved changes within the SCW Annual Report in an accurate and timely manner. Staff
have been proactive in addressing this issue and plan to restate and republish the FY23 and
FY24 annual reports once their detailed review and reconciliation is complete. The following
recommendations are intended to support these ongoing improvement efforts.

Risk: When the funding allocation data presented in the SCW Annual Report is not presented in
an accurate, complete, and timely manner, there is a risk that public accountability is
diminished. This condition could have an impact on effective oversight by the Board.

Recommendation: To help ensure the accuracy, completeness and timeliness of the SCW
Program's long-term budgetary reporting, we recommend that Staff revise the methods and
processes used to identify, reconcile and report funding allocation adjustments within the SCW
Annual Reports. This revised process should include:

1. A Corrected and Auditable Baseline: Complete an updated, comprehensive review and
reconciliation of all Board-approved funding allocation adjustments made since FY22,
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starting from the SCW 5-Year Implementation Plan. This corrected baseline must be
documented and used for all future reporting.

2. A Formal Reconciliation Procedure: For any CIP change affecting a SCW project, a
standard procedure must be followed to formally document the specific impact on the
SCW Program's 15-year allocation. This reconciliation and supporting documentation
must be retained as auditable evidence.

3. Independent Review: This SCW-specific reconciliation should be reviewed and approved
by management before the SCW Annual Report is finalized.

4. Accurate and Transparent Reporting: Ensure the "Board Appv'd Adj" column in
Appendix A-1.2 and its corresponding footnotes accurately reflect the reconciled,
cumulative adjustments to only the renewed SCW Program funding allocations, clearly
distinguishing it from the total project costs reported in the CIP Plan.

5. Informed Board Approval of the CIP Plan: When presenting the annual CIP Plan for
Board approval, management should include a summary schedule that explicitly
guantifies how proposed CIP planned expenditures will impact the 15-year funding
allocations of the corresponding SCW Program projects. This ensures the Board is fully
informed of the SCW Program implications at the time of the CIP decision.

6. Clarify the Change Control Process Policy: In conjunction with the procedural
improvements, update the language in the Board-approved Change Control Process to
better clarify how fiscal year budget adjustments and changes to project funding
allocation will be made publicly available through reporting and posting on the
Program’s web page.

Management's Response: Agree. Management agrees with the recommendation. Staff will
address the recommendation as follows:

1. A Corrected and Auditable Baseline: As noted in the report, staff is proactively
addressing this issue. Staff completed a detailed review and reconciliation of all Board-
approved funding allocation adjustments made since FY22 and republished the FY23 and
FY24 annual reports. Staff is also implementing measures to strengthen and enhance
processes for identifying, reconciling, and reporting funding allocation adjustments to
Safe, Clean Water projects.

2. A Formal Reconciliation Procedure: Currently, the standard process for capital projects
follows the annual Capital Improvement Program’s Five-Year Plan (CIP Plan)
development cycle, which includes Change Management Memos (CMMs) outlining
scope, schedule and budget adjustments, financial analysis to determine fund impacts,
CIP evaluation team review, recommendations for Board approval, and activation of the
Change Control Process for any changes that affect any key performance indicators
(KPIs). To address the audit recommendation and enhance accountability, staff plans to
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strengthen this process by implementing a requirement for the CMMs to clearly identify
impacts on Safe, Clean Water projects and developing a standardized reconciliation
template to clearly quantify and document any SCW-related financial impacts from CIP
changes. These documents will be retained as auditable evidence.

Independent Review: The SCW annual report is approved by the management, including
Deputy Operating Officers, Chiefs, CFO, ACEO, and the CEO, prior to Board approval.

The CFO will review and validate the standardized reconciliation template being
developed prior to its implementation to clearly quantify and document any SCW-
related financial impacts from the CIP Plan planned expenditure changes.

Accurate and Transparent Reporting: In future annual reports, staff will ensure that the
Board Approved Adjustment column in Appendix A-1.2 and its footnotes accurately
reflect that the reconciled, cumulative adjustments are specifically related to the
renewed SCW Program funding allocations. It will clearly differentiate these adjustments
from the total capital project reported in the CIP Plan.

Informed Board Approval of the CIP: The current Annual Process for Development of
the CIP Five-Year Plan (CIP Plan Process) for Safe, Clean Water projects will be enhanced
to implement the recommendation. Currently, staff brings to the Board all project scope,
schedule, and cost changes. The Project Plan Updates attachment is presented every
year to the Board to provide details regarding the changes incorporated into the CIP Plan
and all Safe, Clean Water projects are noted with a reference to the SCW project
number. Furthermore, through the financial modeling presented and discussed as part
of the preliminary CIP plan and rate-setting process, staff assesses and determines if
there are any impacts on the fund's health that would trigger the Safe, Clean Water
Program’s Change Control Process.

To enhance clarity and visibility, staff plans to implement the following changes:

a. Currently, any changes to the scope, schedule, or costs of a capital project must
be documented through a Change Management Memo (CMM). This memo is
submitted by the Project Manager to the Deputy Operating Officer for approval.
The CMM template is being updated to specifically identify if the proposed
change affects the scope, schedule, or cost of a SCW project. The memo will
specify whether the change impacts the project KPI(s), the scheduled delivery
date, or funding allocations. If any of these elements are affected, the CMM will
indicate this, alerting staff to initiate the Change Control Process.

b. The Project Plan Updates provided to the Board as part of the CIP Plan
development will include information specific to each SCW project scope,
schedule, or cost change. It will capture the impact of these changes and clearly
state if it triggers the Program’s Change Control Process.
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c. Similarly, for Operating projects, the Budget Adjustment Form is being updated
to clearly specify whether the requested adjustment is for an SCW project and
whether it impacts the project’s funding allocations and/or KPI delivery. If any of
these elements are affected, the form will indicate this, alerting staff to initiate
the Change Control Process.

6. Clarify the Change Control Process Policy: The Safe, Clean Water Program Change
Control Process is being enhanced to expand opportunities for public engagement. The
enhancement will include updating language to better clarify how fiscal year budget
adjustments and changes to project funding allocation will be made publicly available
through reporting and posting on the Program’s web page. The enhanced Change
Control Process, first presented to the Board in June 2025, is scheduled for formal
approval in FY26 Q2.

These enhancements will ensure that all CIP planned expenditure changes affecting SCW
projects are transparently assessed, clearly documented, and readily available for audit
purposes.

Additional Clarification: It should be clarified that the SCW Annual Report is retrospective in
nature and does not serve as a forward-looking planning document. Its primary purpose is to
transparently report on progress and expenditures for public accountability. Accurate and
complete financial information in the report is indeed vital for transparency and monitoring,
and we are committed to achieving that. However, it is important to note that the data
presented in the SCW Annual Report does not directly influence budget or funding decisions.
These determinations are made through a separate, forward-looking process, namely, the long-
term forecast and the financial modeling that supports the development of the CIP Plan and the
rate-setting process. As part of this process, staff evaluate whether any funding needs impact
the overall health of the SCW Fund and, if so, whether those impacts warrant action through
the established Change Control Process.

Responsible Party: CFO, Financial Planning & Management Services Division (1, 3, 4, and 5.c) ;
and Assistant Officer (AO), Office of Integrated Water Management — Business Planning and
Analysis Unit (2, 5.a, 5.b, and 6).

Completion Date: Q4, FY26.
Finding 3: A Clearer Crosswalk is Needed between CIP and SCW Schedule Adjustments

Issue: Similar to the budget reporting process, there is an opportunity to enhance the
transparency of project schedule reporting by providing a clearer crosswalk between the
schedules presented in the CIP Plan and those in the SCW Annual Report. Additionally, there is
an opportunity to clarify the language in the Board-approved Change Control Process to specify
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what information will be reported and where information related to adjustments to project
schedules will be made publicly available. The SCW Change Control Process appropriately uses
the CIP Plan as the primary vehicle for approving schedule changes for capital projects.
However, the two reports are prepared on different bases and at different times, which can
make it challenging for an external stakeholder to independently reconcile the information. As
management explained, a key reason for these differences is the timing of when each report is
produced. The CIP Plan is adopted in May and reflects planned schedules and expenditures for
the upcoming fiscal year. In contrast, the SCW Annual Report is published after the fiscal year
has ended and reflects actual project developments. This can lead to situations where a
project’s schedule is adjusted in the SCW Annual Report based on year-end progress, but that
change is not yet reflected in the already-published CIP Plan.

Risk: While this approach is reasonable for internal management, and the schedules in the SCW
Annual Report are clear, the lack of a formal, public-facing reconciliation between these two
reporting methodologies makes it difficult for stakeholders to independently trace the impact of
a schedule change approved in the CIP Plan on the delivery of a project's KPI. This places the
burden of reconciling the different reporting frameworks on the reader and reduces the ease
with which stakeholders can track the impact changes to the CIP plans will have on the project's
KPI schedule.

Recommendation: To improve the clarity and consistency of project schedule reporting, we
recommend that Valley Water:

1. Continue the practice of clearly and visually differentiating the milestone for achieving a
project’s KPI from the milestones for other project phases (e.g., design, plant
establishment, closeout) in the SCW Annual Report's schedule graphics.

2. Provide a clear reconciliation on the SCW Program webpage that illustrates and explains
how Board-approved changes to capital project construction schedules in the CIP Plan
impact the delivery schedule for the corresponding SCW Program KPI.

3. When presenting the annual CIP Plan for Board approval, explicitly report on how
proposed schedule changes will affect the KPI delivery dates for SCW projects, ensuring
the Board understands the direct impact on program commitments at the time of their
decision.

4. In conjunction with the procedural improvements, update the language in the Board-
approved Change Control Process to better clarify how adjustments to project schedules
will be made publicly available through reporting and posting on the Program’s web
page.
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Management's Response: Agree. Management agrees with the recommendation and will
implement the following:

1. Differentiated milestones: In the Safe, Clean Water Program Annual Report schedule
graphics, Valley Water will continue the practice of clearly and visually differentiating the
milestone for achieving a project’s KPI from the milestones for other project phases
(e.g., design, plant establishment, closeout).

2. Schedule Reconciliation: At the end of each fiscal year, staff will provide the Board with
a summary of all schedule adjustments impacting KPI delivery, including those approved
as part of the Board’s approval of the CIP Plan. Currently, these schedule adjustments
are reported in the SCW Program annual report. Going forward, a consolidated summary
will also be available to the public on the Program’s webpage.

3. CIP Plan Impacts on KPI Delivery: The current CIP Plan Process for SCW projects will be
enhanced to implement the recommendation. Currently, staff brings to the Board all
project scope, schedule, and cost changes. The Project Plan Updates attachment is
presented every year to the Board to provide details regarding the changes incorporated
into the CIP Plan and all SCW projects are identified through the SCW project number.

To enhance clarity and visibility, staff plans to implement the following changes:

a. The CMM template is being updated to specifically identify if the proposed
change affects the scope, schedule, or cost of a SCW project. The memo will
specify whether the change impacts the project KPI(s), the scheduled delivery

date, or funding allocations. If any of these elements are affected, the CMM will
indicate this, alerting staff to initiate the Change Control Process.

b. The Project Plan Updates provided to the Board as part of the CIP Plan
development will include information specific to each SCW project scope,
schedule, or cost change. It will capture the impact of these changes and clearly
state if it triggers the Program’s Change Control Process.

4. Clarify the Change Control Process Policy: The Safe, Clean Water Program Change
Control Process is being enhanced to expand opportunities for public engagement. The
enhancement will include updating language to better clarify how adjustments to
project schedules will be made publicly available through reporting and posting on the
Program’s webpage. The enhanced Change Control Process, first presented to the Board
in June 2025, is scheduled for formal approval in FY26 Q2.

Responsible Party: AO, Office of Integrated Water Management — Business Planning and
Analysis Unit

Completion Date: Q4, FY26.
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Finding 4: A Prior Audit Recommendation Regarding the IMC Conflict of Interest Policy
Remains Unresolved

Issue: A 2024 closeout audit of the prior Safe, Clean Water Program recommended that Valley
Water develop a conflict-of-interest policy for the Independent Monitoring Committee (IMC) to
manage real or perceived conflicts. During our audit period, we noted that Valley Water is
actively working to address this recommendation. However, a formal, updated Conflict of
Interest framework specifically for the IMC has not yet been finalized and implemented.

Risk: Without a formal, implemented conflict-of-interest policy tailored to the specific advisory
role of the IMC, there is a risk that real or perceived conflicts could arise. This could potentially
undermine the credibility of the committee's independent oversight function and diminish
public trust in the governance of the SCW Program.

Recommendation: We recommend that Valley Water finalize and implement a formal Conflict
of Interest framework for the Independent Monitoring Committee.

Management's Response: Agree. Management agrees with the recommendation and on Sept.
23, 2025, the Board adopted a resolution establishing new conflict of interest disclosure
requirements for IMC members.

Responsible Party: AO, Office of Integrated Water Management — Business Planning and
Analysis Unit; and Clerk of the Board (COB), Office of the Clerk of the Board.

Completion Date: Q2, FY26.

Finding 5: Ongoing Vacancies on the Independent Monitoring Committee Impact its
Effectiveness

Issue: Interviews with members of the Independent Monitoring Committee (IMC) highlighted
operational challenges that could impact the effectiveness of this key oversight body. Members
noted that ongoing vacancies on the committee have created difficulties in consistently
attaining a quorum for meetings and have led to an uneven distribution of workload.

Risk: The operational challenges facing the IMC, including persistent vacancies, could hinder its
ability to consistently and effectively fulfill its mandated oversight responsibilities. This could
lead to delays in the IMC's annual review process, reduce the depth of its analysis, and
ultimately weaken a key component of the SCW Program's public accountability framework.

Recommendation: To support Valley Water's ongoing efforts to ensure the effectiveness of the
Independent Monitoring Committee, we recommend that management partner with the Board
of Directors to enhance the processes for recruiting committee members. This could include:
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¢ Enhancing Recruitment: Exploring additional recruitment strategies beyond standard
website postings to identify, attract, and recruit qualified candidates to fill committee
vacancies in a timely manner. This could involve targeted outreach to subject matter
experts or community organizations.

Management's Response: Agree. Management agrees with the recommendation and staff will
explore additional recruitment strategies in partnership with the Board of Directors.

Responsible Party: COB, Office of the Clerk of the Board.

Completion Date: Q4, FY26; and will be implemented on an ongoing basis.

C. Program and Project Performance

This area of the audit focused on assessing whether Valley Water is making reasonable progress
toward meeting the SCW Program's six priorities and their associated Key Performance
Indicators (KPls). This assessment was based on detailed reviews of a representative sample of
projects to evaluate project management effectiveness and the adequacy of the KPls
themselves.

Procedures Performed

To evaluate program and project performance, the audit team performed the following
procedures:

o Assessed Progress Toward KPIs: We assessed Valley Water's progress toward meeting
the Program’s six priorities by evaluating the reported progress for a selection of projects
against their established KPls. Our assessment included a review of progress
documented in the FY22, FY23, and FY24 SCW Annual Reports and an evaluation of
documented project challenges and risks impacting KPI achievement.

o Reviewed KPI Adequacy and Structure: We reviewed the KPIs for the selected projects
to determine their adequacy and inherent achievability. This review included an
assessment of each KPI's clarity and measurability, its alignment with the corresponding
Program Priority, and its structure in measuring project outputs (e.g., construction
deliverables) versus community outcomes (e.g., parcels protected).

o Evaluated Project Management: We performed deep-dive reviews of the selected
projects to understand and evaluate how each is being managed. This included
conducting interviews with Project Managers and other key staff to discuss the
management of project scope, budget, schedule, and progress toward achieving KPlIs.
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o Verified Project Artifacts: We obtained and evaluated a variety of project management
artifacts, such as project plans, work-tracking reports, budget vs. actual expenditure
reports, and risk assessments. The purpose of this review was to identify process
strengths, deficiencies, and challenges, and to obtain evidence supporting the reported
progress towards reported project milestones.

Findings, Recommendations and Management Responses
Finding 6: Management of Key Partnership Projects Could Be Enhanced

Issue: For Project E5 (San Francisquito Creek Flood Protection), Valley Water's role has evolved
from project lead to that of a primary funder and influential partner within the San Francisquito
Creek Joint Powers Authority (SFCJPA). The project's existing management mechanisms, which
are designed for direct project execution, may not be the most effective tools for managing this
evolving role. This presents an opportunity to supplement existing processes with a more
strategic tool to effectively track risks to Valley Water's investment, coordinate its positions on
key issues, and document decisions within the multi-agency partnership.

Risk: Without a formal mechanism to track and manage its position on key decisions within the
partnership, there is a risk that Valley Water may not be able to effectively influence project
outcomes, protect its financial investment, or ensure alignment with its strategic goals. This
could lead to a misalignment of priorities between Valley Water and the lead agency, potentially
impacting the project's success and the return on public funds.

Recommendation: To effectively manage its role in externally led partnerships like Project E5,
Valley Water should develop and implement a 'Strategic Decision & Risk Log' to formalize its
partnership management. This tool would serve as a formal mechanism to 1) identify and
monitor the key technical, funding, and governance decisions being managed by the partner
agency; 2) formally document Valley Water’s official position on each critical issue; 3) identify
the associated risks to Valley Water’s investment and policy goals; and 4) define and track a
proactive position strategy.

Management's Response: Agree. Management agrees with the recommendation and where
applicable, staff will develop and implement a Strategic Decision & Risk Log to formalize its
partnership management.

Responsible Party: Chief Operating Officer (COO), Watersheds.

Completion Date: Q4, FY26.
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Finding 7: The KPI for a Key Partnership Project is Misaligned with Valley Water's Role and
Authority

Issue: The KPI for Project E5 holds Valley Water accountable for delivering a specific community
outcome (protecting parcels from a 70-year flood event), yet Valley Water no longer has the
direct control or authority to ensure this outcome is achieved. The transfer of project leadership
to the SFCJPA means the KPI, as currently worded, does not accurately reflect Valley Water's
role as a funding partner, making it an inadequate measure of its performance and
accountability for the public funds invested.

Risk: When a project's KPl is not aligned with Valley Water's actual role and authority, there is a
risk that the organization will be held accountable for outcomes it cannot control. This can lead
to a misrepresentation of Valley Water's performance, diminish public accountability, and make
it difficult to accurately assess the effectiveness of its contributions to the project.

Recommendation: Valley Water should continue to formalize the re-evaluation of the Project E5
KPI to align it with current realities. This evaluation should consider options for shifting the KPI
from an outcome-based metric to one that measures Valley Water's specific, controllable
contributions, such as a funding or partnership-based deliverable.

Management's Response: Agree. Management agrees with the recommendation and staff will
reevaluate Project E5: San Francisquito Creek Flood Protection KPIs to determine how best to
reflect current realities. If it is determined that modifications to the KPIs are required,
management will propose them in accordance with the Change Control Process.

Responsible Party: COO, Watersheds.
Completion Date: Q4, FY26.
Finding 8: Performance Data Impacted by Inconsistent Data Entry and Reporting

Issue: For the two projects noted below, the performance information included in the SCW
Annual Reports does not align with detailed operational activities performed. Our audit
identified an opportunity to improve the processes for entering data into the Maximo work
management system and compiling data from the system for reporting.

e Project D1 (Management of Riparian Planting and Invasive Plant Removal), Variances
exist between the operational data recorded in the Maximo work management system
and the summary figures published in the SCW Annual Reports because of incorrect
summary information being pulled from the system. While these variances did not
materially affect the project's overall achievement of its KPI targets for the years
reviewed, this represents an opportunity to strengthen procedural controls.
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e Project F5 (Good Neighbor Program: Encampment Cleanup), Our sample of work orders
reviewed identified instances where the amount of work recorded in completed work
orders differed from the amount of work expected and actually performed. These
differences in the manual entry of "acreage of work accomplished" resulted in both
under-reported and over-reported amounts of the acreage in our sample of work orders.
As a result of our audit, staff have corrected the data entry errors identified and are
performing a review of similar data to ensure its accuracy.

These two observations—the first related to the compilation of summary data for Project D1
and the other to the initial entry of source data for Project F5—point to an opportunity to
improve procedures for ensuring data integrity from its initial entry in Maximo to its final
publication in the SCW Annual Report.

Risk: When operational data is not accurately entered into the source system, or when it is not
correctly compiled for reporting, there is a risk that the reliability of performance data in the
SCW Annual Report could be diminished. This could reduce the ability of stakeholders to
independently validate the program's progress.

Recommendation: We recommend that management enhance procedures for entering
operational data into the Maximo work management system and compiling data for reporting to
ensure accuracy and reliability. These procedures should include, at a minimum,

o Data Review Processes: Implement a supervisory review for key data fields (such as
acres managed for Project F5) within Maximo work orders to verify data accuracy,
comparing the amounts entered against expected results.

e Data Reporting: Define processes for extracting data from source systems and for
reconciling detailed supporting data to the figures that will be published in the SCW
Annual Report, to ensure accuracy and completeness.

Management's Response: Agree. Management agrees with the recommendations and staff will
develop a process to verify that the data entered is aligned with the work performed.

Responsible Party: Deputy Operating Officer (DOO), Watersheds Operations and Maintenance
Division.
Completion Date: Q4, FY26.

Finding 9: KPIs that are Open-Ended or Do Not Fully Reflect Program Activities Pose Long-
Term Financial and Communication Risks

Issue: There is an opportunity to improve KPlIs to ensure long-term financial sustainability and
clearer communications. The KPI for Project F1.1 ("Maintain completed flood protection
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projects for flow conveyance") represents a perpetual maintenance commitment. While
appropriate for the project's flood protection function, an open-ended commitment of this
nature poses a long-term financial commitment and risk for the program. For projects D1 and
F3, the audit identified instances where specific KPI language could be enhanced for clarity and
scope. The KPI for Project D1 (Management of Riparian Planting and Invasive Plant Removal)
focuses exclusively on removing Arundo donax, which does not fully capture the work done by
Valley Water on other high-priority invasive species. For Project F3 (Flood Risk Assessment
Studies), the KPI's reference to "FEMA standards" for map updates could be misinterpreted by
stakeholders, as the primary deliverable is an internal planning map, not an official FEMA
regulatory map.

Risks:

e Project F1.1: A perpetual maintenance commitment creates a potential long-term
financial risk, as unforeseen increases in future maintenance costs could consume a
disproportionate amount of SCW Program funds. This could impact the funding available
for other new projects and priorities in future 15-year cycles of the program.

e Projects D1 and F3: When KPI language is not clear or does not fully reflect the scope of
work being performed, there is a risk of miscommunicating the program's
accomplishments and challenges to the public and oversight bodies. This can lead to a
misunderstanding of the project's value and progress and could create incorrect
expectations about project deliverables.

Recommendation: Valley Water should enhance its review of KPIs to ensure they are financially
sustainable, remain aligned with current project activities, and that their descriptions clearly
articulate the project's scope and deliverables. Should this review identify the need for a
modification to a KPI, management should use the established Change Control Process to bring
a formal proposal to the Board.

Management's Response: Management acknowledges the recommendation. Staff is assessing
related policies and processes. Depending on the outcome of those efforts, Valley Water may
consider modifying the KPI in the current 15-year financial cycle or revisit it in the next 15-year
financial cycle.

Responsible Party: COO, Watersheds.

Completion Date: Q4, FY26.
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IV. APPENDICES

A. List of Projects Selected for Review

To facilitate the review of SCW Program execution and progress, a representative sample of
projects was selected from the projects included in the renewed SCW Program.

Selection Rationale and Criteria

A judgmental sampling approach was used to select approximately one-third of the projects (11
projects were chosen). The key criteria used for selecting the sample and ensuring diversity
included:

e Representation from each of the SCW Program's six priorities.

e Proportional representation based on total project budget, with more selections from
priorities having higher total budgets.

e Inclusion of projects managed by different project managers and across different Valley
Water divisions.

¢ A mix of large and small projects based on budget.
e Representation of various Key Performance Indicator (KPI) types.
e Consideration of project complexity and geographic location.

e Exclusion of projects that had not yet started or were in very early stages, as they
offered limited audit evidence.

o Adaptation of the selection as needed, such as adjusting selections between priorities to
ensure adequate coverage.

The initial selection was discussed with Valley Water staff, leading to minor refinements.
Final Sampled Projects

The final list of 11 projects selected for detailed audit procedures, including interviews and
documentation review, is as follows:

e A2: Water Conservation Rebates and Programs

e Bl:Impaired Water Bodies Improvement

e C1: Anderson Dam Seismic Retrofit

e D1: Management of Riparian Planting and Invasive Plant Removal

e DA4: Fish Habitat and Passage Improvement Projects (including D4.1-D4.5 subprojects)
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E1: Coyote Creek Flood Protection

E5: San Francisquito Creek Flood Protection: SF Bay to Upstream of Hwy 101
E6: Upper Llagas Creek Flood Protection

F1.1: Vegetation Control for Capacity (Flood Protection)

F3: Flood Risk Assessment Studies

F5: Good Neighbor Program: Encampment Cleanups
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To assist the reader, this appendix summarizes the audit findings and assigns a priority level (High, Medium, or Low) to each. The

priority is judgmentally determined by assessing the finding's impact on two key areas: 1) internal Governance and Project

Management and 2) external Reporting and Transparency. Findings with a high impact on either area are assigned a high priority.

Governance / Project Management

Reporting / Transparency

Finding No.

2

Measure S

The Program is Operating in Compliance with Key Measure 5
Provisions, with One Minor Procedural Discrepancy Noted

Change Control f Annual
Reporting

Processfor Reconciling SCW Project Budgets with CIP
Adjustments Needs Improvement to Enhance Reporting

Reliability.

Change Control / Annual
Reporting

A Clearer Crosswalkis Needed between CIP and SCW

Schedule Adjustments

IMC

A Prior Audit Recommendation Regarding the IMC Conflict of
Interest Policy Remains Unresolved

IMC

Ongoing Vacancies on the Independent Monitoring Committee

Impactits Effectiveness

ProjectEs

Management of Key Partnership Projects Could Be

Enhanced

ProjectEs

The KPIfor a Key Partnership Projectis Misaligned with
Valley Water's Role and Authority

Projects D1 & F5

Performance Data lmpacted by Inconsistent Data Entry and

Reporting

ProjectF1, D1 & F3

KPlsthat are Open-Ended or Do NotFully Reflect Program
Activities Pose Long-Term Financial and Communication

Risks
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C. Summary of Findings, Recommendations and Management Responses

Responsible Summary of Management

Issue and Recommendation Summary

Party Response/Implementation Plan

Finding 1: The Program is Operating in Compliance with Key Measure S Provisions, with One Minor Procedural Discrepancy Noted

Issue: The audit identified a minor procedural discrepancy CFO, Financial Agree.
in how Valley Water files Measure S tax resolutions Planning &
with Santa Clara County. While the measure Management
specifies filing with the Auditor-Controller and Services

County Recorder, current practice is to file with the
County Clerk-Recorder and Tax Assessor, reflecting
changes in County office structure.

Recommendation: Formally document the assessment that the current Management agrees with the
process meets the functional intent of Measure S, recommendation and staff will
Provision C. Furthermore, incorporate clarifying implement this recommendation.
language into future Board resolutions to explicitly
state the specific County offices where certified Implementation Date: Q4, FY26 for
copies will be filed. Document the rationale FY2026-2027 Annual Rate Setting Report
supporting the current filing process and include (May 2026).

clarifying language in future Board resolutions
specifying why certified copies are filed with the
current County offices.
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Responsible

Summary of Management

Finding 2: Process for Reconciling SCW Project Funding Allocations with CIP Adjustments Needs Improvement to Enhance Reporting

Reliability (Priority High)

Issue: The process for reconciling SCW capital project funding
allocations with adjustments approved in the CIP Plan
needs improvement to support accurate and timely
reporting in the SCW Annual Report.

Recommendation: Revise methods for identifying, reconciling, and
reporting SCW funding allocation adjustments.
Establish a corrected baseline, create a formal
reconciliation process for CIP changes, require
management review before publication, and clarify
public reporting expectations in the Change Control
Process.

Party

CFO, Financial
Planning &
Management
Services
and
AO, Office of
Integrated Water
Management —
Business Planning
and Analysis Unit

Response/Implementation Plan

Agree.

Management agrees with the
recommendation and staff will
implement the recommendation.

Implementation Date: Q4, FY26.
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Responsible Summary of Management
Party Response/Implementation Plan

Issue and Recommendation Summary

Finding 3: A Clearer Crosswalk is Needed between CIP and SCW Schedule Adjustments (Priority High)

Issue: A clearer crosswalk is needed between CIP and SCW AO, Office of Agree.
project schedule adjustments to improve transparency | Integrated Water
for stakeholders. Currently, differences in reporting Management —
cycles and formats make it challenging to track the Business Planning
impact of schedule changes on KPI delivery. and Analysis Unit

Recommendation: Continue the practice of clearly and visually Management agrees with the
differentiating the milestone for achieving a project’s recommendation and staff will
KPI from the milestones for other project phases; implement the recommendation.
illustrate and explain how adjustments to capital
project schedules in the CIP Plan impact the delivery Implementation Date: Q4, FY26.

schedule for the corresponding SCW Program KPI;
when presenting the annual CIP Plan for Board
approval, explicitly report on how proposed schedule
changes will affect the KPI delivery dates for SCW
projects; and update the Change Control Process to
clarify how schedule changes will be made publicly
available through reporting and posting on the
Program's web page.
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Responsible

Summary of Management

Party

Response/Implementation Plan

Finding 4: A Prior Audit Recommendation Regarding the IMC Conflict of Interest Policy Remains Unresolved

Issue:

Recommendation:

A prior audit recommendation to implement a conflict-
of-interest policy for the Independent Monitoring
Committee (IMC) has not yet been finalized or
implemented.

Finalize and implement a formal Conflict of Interest
framework for the Independent Monitoring
Committee.

AO, Office of
Integrated Water
Management —
Business Planning
and Analysis Unit
and
COB, Office of the
Clerk of the
Board

Agree.

Management agrees with the
recommendation and on Sept. 23, 2025,
the Board adopted a resolution
establishing new conflict of interest
disclosure requirements for IMC
members.

Implementation Date: Q2, FY26.

Finding 5: Ongoing Vacancies on the Independent Monitoring Committee Impact its Effectiveness

Issue:

Recommendation:

Ongoing vacancies on the IMC have made it
challenging to consistently meet quorum requirements
and distribute workload among members.

Partner with the Board to enhance recruitment
strategies, to identify, attract, and recruit qualified
candidates.

COB, Office of the
Clerk of the
Board

Agree.

Management agrees with the
recommendation and staff will explore
additional recruitment strategies in
partnership with the Board of Directors.

Implementation Date: Q4, FY26.
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Responsible

Summary of Management

Party

Finding 6: Management of Key Partnership Projects Could Be Enhanced (Priority High)

Issue: Valley Water’s role in this externally led partnership,
Project E5, has shifted from project lead to funding
partner. The project's existing management
mechanisms, designed for direct project execution,
may not be the most effective tools for managing this
evolving role.

Recommendation: Implement a Strategic Decision & Risk Log to identify
and monitor key decisions, document Valley Water’s
official positions, assess associated risks, and guide
proactive engagement.

COO0, Watersheds

Response/Implementation Plan

Agree.

Management agrees with the
recommendation and where applicable,
staff will develop and implement a
Strategic Decision & Risk Log to
formalize its partnership management.

Implementation Date: Q4, FY26.
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Responsible Summary of Management
Party Response/Implementation Plan

Issue and Recommendation Summary

Finding 7: The KPI for a Key Partnership Project is Misaligned with Valley Water's Role and Authority (Priority High)

Issue: The KPI for Project E5 holds Valley Water accountable COO, Watersheds | Agree.
for a community outcome it no longer directly controls
due to the transfer of leadership to the SFCIPA. The
KPI, as currently worded, does not accurately reflect
Valley Water's role.

Recommendation: Continue to re-evaluate the KPI, shifting from an Management agrees with the
outcome-based metric to one that measures Valley recommendation and staff will
Water's specific, controllable contributions, such as a reevaluate Project E5: San Francisquito
funding or partnership-based deliverable. Creek Flood Protection KPlIs to determine

how best to reflect current realities. If it
is determined that modifications to the
KPIs are required, management will
propose them in accordance with the
Change Control Process.

Implementation Date: Q4, FY26.

FINAL DRAFT - Page 35 of 37
Attachment 1

51 Page 35 of 37



Issue and Recommendation Summary

l'“AI PMA Consultants

Responsible

Summary of Management

Finding 8: Performance Data Impacted by Inconsistent Data Entry and Reporting

Party

Issue: Inconsistent processes for entering and compiling DOO, Watersheds
operational data impacted the accuracy of reported Operations and
performance figures. For Project F5, inconsistencies Maintenance

were noted in the initial entry of source data, while for
Project D1, reported figures in the SCW Annual Report
varied from the underlying data in the Maximo system.

Recommendation: Enhance procedures to ensure accurate data entry and
processes for ensuring final reports align with source
data.

Division

Response/Implementation Plan

Agree.

Management agrees with the
recommendations and staff will develop
a process to verify that the data entered
is in alignment with the work performed.

Implementation Date: Q4, FY26.
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Responsible Summary of Management
Party Response/Implementation Plan

Issue and Recommendation Summary

Finding 9: KPIs that are Open-Ended or Do Not Fully Reflect Program Activities Pose Long-Term Financial and Communication Risks

Issue: KPlIs could be improved to support long-term financial | COO, Watersheds | Acknowledge.
sustainability and more accurately reflect the scope of
program activities. Project F1.1’s KPI represents a
perpetual maintenance commitment, while KPls for
Projects D1 and F3 could be enhanced for clarity and

scope.
Recommendation: Enhance review of KPIs to ensure they are financially Management acknowledges the

sustainable, remain aligned with current project recommendation. Staff is assessing

activities, and that their descriptions clearly articulate related policies and processes.

the project's scope and deliverables. Depending on the outcome of those

efforts, Valley Water may consider
modifying the KPI in the current 15-year
financial cycle or revisit it in the next 15-
year financial cycle.

Implementation Date: Q4, FY26.
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SCW Audit

Review and Discussion
Summary Findings, Recommendations and Management Responses

October 15, 2025 - Board Audit Committee

L’ | PMA Consultants
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Audit Objective

Assess the renewed SCW Program (July 1, 2021 — June 30, 2024),
including:

1. Governance & Transparency: Evaluated program governance, Board and managerial
oversight, and independent monitoring. Assessed the transparency and accuracy of
public reporting.

2. Compliance: Verified adherence to Measure S provisions, appropriate fund

collection/use, and proper implementation of Board-approved Change Control
Process.

3. Performance: Assessed progress toward the SCW Program’s six priorities and KPIs.
This included deep-dive reviews of sample projects to determine effectiveness in
meeting scope, budget, and schedule commitments.

DRAFT - For Discussion and Review 56 2
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Commendations

Established and Transparent

Governance Structure: Valley Water

has established the formal, multi-
faceted governance structure

consisting of the Board of Directors,

the Independent Monitoring
Committee (IMC), and dedicated
program staff.

Comprehensive Capital Project
Management Framework: The
SCW-funded capital projects are
managed under a comprehensive
framework guided by the CIP
Program Manual, providing a
strong underlying project
management structure.

DRAFT - For Discussion and Review

Adherence to Annual Reporting
Requirements: Valley Water
adheres to the Measure S
requirements for both annual
rate-setting and annual financial
reporting.

Effective Performance of
Operational Projects: 6 of 7 active
projects (operational,
maintenance and fiscal-based) are
meeting or exceeding annual key
performance indicators (KPIs).

57

Public Access to

Information: Valley Water uses
multiple channels to provide the
public with access to program
information.

Strategic Use of Tiered KPlIs for
Risk Management: Tiered KPIs
used in complex capital projects
serve as an effective risk
management tool.

3
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Summary of Key Recommendations

a. Improve the process for reconciling SCW Project funding allocations with
CIP Plan changes to support accurate and timely reporting in the SCW
Program Annual Report. (#2)

1. Improve
Reporting

Processes and

b. A clearer crosswalk is needed between the CIP and SCW schedule
Transparency

adjustments to improve transparency and traceability. (#3)

2. Strengthen a. Enhance the management of key external partnerships, such as on the

San Francisquito Creek flood protection project, by developing tools to

better track strategic decisions and risks, and continuing efforts to align
project KPIs with Valley Water's evolving role. (#6 and #7)

Governance

and
Partnership

b. Strengthen the processes for recruiting IMC members and resolve the
Management outstanding Conflict of Interest policy issue. (#5 and #4)

DRAFT - For Discussion and Review 58 4
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Summary of Findings and Priorities

DRAFT - For Discussion and Review

Finding No.

1 Measure S

Finding Title

The Program is Operating in Compliance with Key Measure S
Provisions, with One Minor Procedural Discrepancy Noted

Change Control / Annual

Process for Reconciling SCW Project Budgets with CIP

2 . Adjustments Needs Improvement to Enhance Reporting
Reporting L
Reliability.
3 Change Control / Annual A Clearer Crosswalk is Needed between CIP and SCW
Reporting Schedule Adjustments
4 IMC A Prior Audit Recommendation Regarding the IMC Conflict of
Interest Policy Remains Unresolved
s IMC Ongoing Vacancies on the Independent Monitoring Committee
Impact its Effectiveness
. Management of Key Partnership Projects Could Be
6 Project E5
Enhanced
. The KPI for a Key Partnership Project is Misaligned with
7 Project E5 .
Valley Water's Role and Authority
. Performance Data Impacted by Inconsistent Data Entry and
8 Projects D1 & F5 .
Reporting
KPls that are Open-Ended or Do Not Fully Reflect Program
9 Project F1, D1 & F3 Activities Pose Long-Term Financial and Communication

Risks

59

Priority (High /
Medium / Low)

Low

High

High

Medium

Medium

High

High

Low

Medium

L) PMA Consultants
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Measure S Provisions

Finding 1: The Program is Operating in Compliance with Key Measure S Provisions, with One Minor Procedural Discrepancy Noted.

Issue: The audit identified a minor procedural discrepancy CFO, Financial Agree.
in how Valley Water files Measure S tax resolutions Planning &
with Santa Clara County. While the measure specifies Management
filing with the Auditor-Controller and County Services Division

Recorder, current practice is to file with the County
Clerk-Recorder and Tax Assessor, reflecting changes in
County office structure.

Rcmd: Formally document the assessment that the current Management agrees with the recommendations and
process meets the functional intent of Measure S, staff will implement this recommendation.
Provision C. Furthermore, incorporate clarifying
language into future Board resolutions to explicitly Implementation Date: Q4, FY26 for FY2026-2027 Annual
state the specific County offices where certified Rate Setting Report (May 2026).

copies will be filed. Document the rationale
supporting the current filing process and include
clarifying language in future Board resolutions
specifying why certified copies are filed with the
current County offices.

DRAFT - For Discussion and Review 60 6
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Change Control & Annual Reporting

Finding 2: Process for Reconciling SCW Project Funding Allocations with CIP Adjustments Needs Improvement to Enhance Reporting Reliability.

Issue: The process for reconciling SCW capital project funding allocations CFO, Financial Agree.
with adjustments approved in the CIP Plan needs improvement to Planning &
ensure reporting in the SCW Annual Report is accurate, complete, Management
and timely. Services

and

Rcmd:  Revise methods for identifying, reconciling, and reporting SCW AOQ, Office of Management agrees with the recommendation
funding allocation adjustments. Establish a corrected baseline, Integrated Water and staff will implement the recommendation.
create a formal reconciliation process for CIP changes, require M'?magement'—
management review before publication, and clarify public Business Plfannm-g Implementation Date: Q4, FY26.
reporting expectations in the Change Control Process. and Analysis Unit

DRAFT - For Discussion and Review 61 /
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Change Control & Annual Reporting

Finding 3: A Clearer Crosswalk is Needed between CIP and SCW Schedule Adjustments

Issue: A clearer crosswalk is needed between CIP and SCW project AO, Office of Agree.
schedule adjustments to improve transparency for stakeholders. Integrated Water
Currently, differences in reporting cycles and formats make it Management —
challenging to track the impact of schedule changes on KPI Business Planning
delivery. and Analysis Unit
Recmd:  Continue the practice of clearly and visually differentiating the Management agrees with the recommendation
milestone for achieving a project’s KPI from the milestones for and staff will implement the recommendation.
other project phases; illustrate and explain how adjustments to
capital project schedules in the CIP Plan impact the delivery Implementation Date: Q4, FY26.

schedule for the corresponding SCW Program KPI; when presenting
the annual CIP Plan for Board approval, explicitly report on how
proposed schedule changes will affect the KPI delivery dates for
SCW projects; and update the Change Control Process to clarify
how schedule changes will be made publicly available through
reporting and posting on the Program's web page.

DRAFT - For Discussion and Review 62 8 f
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Independent Monitoring Committee

Issue and Recommendation Summary Responsible Party Summary of Management Responses

Finding 4: A Prior Audit Recommendation Regarding the IMC Conflict of Interest Policy Remains Unresolved

Issue: A prior audit recommendation to implement a AO, Office of Agree.
conflict-of-interest policy for the Independent Integrated Water
Monitoring Committee (IMC) has not yet been Management —
finalized or implemented. Business Planning

Rcmd: Finalize and implement a formal Conflict of Interest and Analysis Unit Management agrees with the recommendation and on
framework for the Independent Monitoring a|'1d Sept. 23, 2025, the Board adopted a resolution establishing
Committee. COB, Office of the new conflict of interest disclosure requirements for IMC

Clerk of the Board members.

Implementation Date: Q2, FY26.

Finding 5: Ongoing Vacancies on the Independent Monitoring Committee Impact its Effectiveness

Issue: Ongoing vacancies on the IMC have made it COB, Office of the  Agree.
challenging to consistently meet quorum Clerk of the Board
requirements and distribute workload among
members.

Rcmd: Partner with the Board to enhance recruitment Management agrees with the recommendation and staff
strategies, to identify, attract, and recruit qualified will explore additional recruitment strategies in
candidates. partnership with the Board of Directors.

Implementation Date: Q4, FY26; and will be implemented
on an ongoing basis. 9
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Project E5 - San Francisquito Creek Flood Protection

Issue and Recommendation Summary

Finding 6: Management of Key Partnership Projects Could Be Enhanced

Issue: Valley Water’s role in this externally led partnership, Project E5,
has shifted from project lead to funding partner. The project's
existing management mechanisms, designed for direct project
execution, may not be the most effective tools for managing this
evolving role.

Rcmd: Implement a Strategic Decision & Risk Log to identify and monitor
key decisions, document Valley Water’s official positions, assess
associated risks, and guide proactive engagement.

COO, Watersheds

Responsible Party Summary of Management Responses

Agree.

Management agrees with the recommendation and where
applicable, staff will develop and implement a Strategic Decision &
Risk Log to formalize its partnership management.

Implementation Date: Q4, FY26.

Finding 7: The KPI for a Key Partnership Project is Misaligned with Valley Water's Role and Authority

Issue: The KPI for Project E5 holds Valley Water accountable for a
community outcome it no longer directly controls due to the
transfer of leadership to the SFCJPA. The KPI, as currently worded,
does not accurately reflect Valley Water's role.

Remd: Continue to re-evaluate the KPI, shifting from an outcome-based
metric to one that measures Valley Water's specific, controllable
contributions, such as a funding or partnership-based deliverable.

DRAFT - For Discussion and Review

COO, Watersheds

64

Agree.

Management agrees with the recommendation and staff will
reevaluate Project E5: San Francisquito Creek Flood Protection KPIs
to determine how best to reflect current realities. If it is
determined that modifications to the KPls are required,
management will propose them in accordance with the Change
Control Process.

Implementation Date: Q4, FY26.
10
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Date Entry and Reporting — Projects D1 and F5

Finding 8: Performance Data Impacted by Inconsistent Data Entry and Reporting

Issue: Inconsistent processes for entering and compiling DOO, Watersheds  Agree.
operational data impacted the accuracy of reported Operations and
performance figures. For Project F5, inconsistencies Maintenance
were noted in the initial entry of source data, while Division

for Project D1, reported figures in the SCW Annual
Report varied from the underlying data in the
Maximo system.

Rcmd: Enhance procedures to ensure accurate data entry Management agrees with the recommendations and
and processes for ensuring final reports align with staff will develop a process to verify that the data
source data. entered is in alignment with the work performed.

Implementation Date: Q4, FY26.

11
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KPI Clarification — Project’s D1, F1, and F3

Finding 9: KPIs that are Open-Ended or Do Not Fully Reflect Program Activities Pose Long-Term Financial and Communication Risks

Issue: KPIs could be improved to support long-term COO, Watersheds ~ Acknowledge.
financial sustainability and more accurately reflect
the scope of program activities. Project F1.1’s KPI
represents a perpetual maintenance commitment,
while KPIs for Projects D1 and F3 could be enhanced
for clarity and scope.

Remd: Enhance review of KPIs to ensure they are financially Management acknowledges the recommendation. Staff
sustainable, remain aligned with current project is assessing related policies and processes. Depending
activities, and that their descriptions clearly on the outcome of those efforts, Valley Water may
articulate the project's scope and deliverables. consider modifying the KPI in the current 15-year

financial cycle or revisit it in the next 15-year financial
cycle.

Implementation Date: Q4, FY26.

12
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A Santa Clara Valley Water District

Valley Water

File No.: 25-0844 Agenda Date: 10/15/2025
Item No.: 4.2.

COMMITTEE AGENDA MEMORANDUM
Board Audit Committee

Government Code § 84308 Applies: Yes [1 No
(If “YES” Complete Attachment A - Gov. Code § 84308)

SUBJECT:
Discuss the Options to Extend Terms, Allow to Expire, or Terminate the On-Call Services Agreement
with Board Auditor, Baker Tilly Advisory Group, LP, Which is Set to Expire Effective March 27, 2026.

RECOMMENDATION:

A. Discuss options to extend terms, allow to expire, or terminate the On-Call Services Agreement
with Board Auditor, Baker Tilly Advisory Group LP, which is currently scheduled to expire
effective March 27, 2026; and

B. Approve recommendation to the full Board to:

i. Exercise option to extend the On-Call Services Agreement with Board Auditor, Baker
Tilly Advisory Group, LP. for one year; or

ii. Allow the expiration of the On-Call Services Agreement with Board Auditor, Baker Tilly
Advisory Group, LP; or

iii. Exercise option to terminate the On-Call Services Agreement with Board Auditor, Baker
Tilly Advisory Group, LP prior to the expiration date of March 27, 2026.

SUMMARY:

At its March 28th, 2023, Board Meeting, the Board of Directors (the Board) approved the On-Call
Consultant agreement with Moss Adams LLP, now doing business as Baker Tilly Advisory Group LP
(the Consultant) for a three-year term. The Consultant serves as one of the auditing firms for the
Board’s auditor pool and is a resource for the Board to conduct audits, analyze processes, and
recommend improvements to achieve best industry practices.

To date, the Consultant has performed a close-out audit of the 2012 Safe, Clean Water (SCW)
Program, and performance audits of the Human Resources business area, and Water Conservation
program. Additionally, the consultant is currently conducting a performance audit of the Water Usage
and Demand Forecasting process as it applies to the Water Supply Master Plan.

The purpose of this item is for the BAC to discuss the options to extend terms, allow the expiration of,
or terminate the on-call services agreement with the Consultant, prior to the expiration of the
agreement. The agreement is set to expire on March 27, 2026. If the BAC chooses to recommend
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expiration or the termination of the agreement, staff may propose a new request for proposal to solicit
a replacement firm for the Board’s auditor pool if the existing pool does not have the same expertise
provided by the Consultant.

If the BAC chooses to recommend extending the agreement for 1 year, staff will bring a second
amendment to the full Board for approval.

ENVIRONMENTAL JUSTICE IMPACT:
The amendment of an On-call Services Agreement is not subject to environmental justice analysis.

ATTACHMENTS:
Attachment 1: Executed Agreement
Attachment 2: Amendment No. 1

UNCLASSIFIED MANAGER:
Darin Taylor, 408-630-3068
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A STANDARD ON-CALL CONSULTANT AGREEMENT
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Valley Water

This agreement (Agreement) is effective once fully executed (Effective Date), by and between
SANTA CLARA VALLEY WATER DISTRICT (Valley Water or District), MOSS ADAMS LLP, a
Washington limited liability partnership (Consultant), individually the Party or collectively the
Parties.

WHEREAS, Valley Water desires certain services hereinafter described and Consultant affirms
it has the requisite experience and expertise, and desires to provide such services.

NOW, THEREFORE, Valley Water and Consultant, for the consideration and upon the Terms
and Conditions specified, agree as follows:

SECTION ONE
SCOPE OF SERVICES

The Scope of Services (Services) to be performed pursuant to this Agreement is described in
the Schedule, Scope of Services, attached hereto and incorporated herein by this reference
(Schedule). Valley Water may require Consultant to provide all or a portion of these services
(Services) through subsequently executed task orders (Task Orders). Task Orders will be in the
form of the template described in Section Twelve, subsection 13, Task Orders and in the
Standard On-Call Consultant Agreement, Appendix Three, Task Order Template. These
Services will be provided on an on-call basis (On-Call).

SECTION TWO
DUTIES OF CONSULTANT
1. Performance

A. Each Scope of Service described in an attached Schedule must be performed by
Consultant, or at its direction, to meet the purposes specified in this Agreement.
References to “Consultant” herein include those performing any portion of the Services
at its direction such as Subconsultants, vendors, suppliers, subcontractors, and other
business entities and individuals.

B. Unless the requirements for the Services described in the attached Schedule are
specifically modified in writing, Consultant must perform Services and provide all
deliverables as required.

C. Consultant shall not undertake any Services not described in the attached Schedule
unless authorized in writing by Valley Water prior to the performance of such Services by
issuance of a Task Order or pursuant to an amendment to this Agreement signed by
both Parties.

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163
Standard On-Call Consultant Agreement-Admin-Gen
Ver. 2/7/2023
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6.

Consultant Controlled Areas

Consultant is responsible for the security and safety of the area(s) it controls wherein it is
required to perform field operations pursuant to the Scope of Services.

Licensing

Services performed by Consultant will be undertaken only by persons appropriately
licensed, certified, or registered in California, as applicable to the Services described herein,
when required by statutes or regulations, as well as pursuant to the relevant standard of
care as described in Section Two, Duties of Consultant, subsection 11, Standard of Care.

Valley Water’s Approval of Deliverables

Deliverables prepared by Consultant, notwithstanding acceptance and approval by Valley
Water, which Valley Water determines must subsequently be modified due to errors or
omissions, will be corrected at no additional cost to Valley Water.

Errors and Omissions/ Limitation of Liability

Consultant is responsible for any direct or actual damages incurred by Valley Water which
Valley Water determines result from Consultant’s errors or omissions in Consultant’s
deliverables. The total liability of each party, and its officers, directors, partners, principals,
members, employees, subcontractors, and agents (collectively, "persons”), to the other party
for any and all damages whatsoever arising out of this agreement from any cause, including
but not limited to negligence, errors, omissions, strict liability, breach of contract, or breach
of warranty shall not, in the aggregate, exceed the greater of (i) seven hundred fifty
thousand dollars ($750,000) or (ii) fees paid or payable to Moss Adams under this
agreement during the twelve (12) months prior to the act or omission that caused the loss.
This limitation will not apply to the extent losses are caused by a party's fraud or willful
misconduct.

In no event will either party be liable to the other for any special, indirect, incidental, or
consequential damages in connection with or otherwise arising out of this agreement, even
if advised of the possibility of such damages. In no event shall either party be liable for
exemplary or punitive damages arising out of or related to this agreement.

Valley Water Standardization Requirements

A. Consultant shall perform the Services utilizing Valley Water nomenclature, standardized
forms, software requirements, documented procedures, and best management
practices. Consultant shall use Microsoft Office software at the time(s) Valley Water
issues a Notice to Proceed pursuant to this Agreement.

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163
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7. Consultant’s Key Staff and Subconsultants

A

Consultant’s and firms subcontracted by the Consultant (Subconsultants) assigned to
perform the Services are identified in Attachment Three to the Scope of Services,
Consultant’s Key Staff and Subconsultants.

The Project team organization chart and delegated responsibilities of each team
member will be submitted to Valley Water for concurrence.

Consultant may utilize Subconsultants it deems appropriate to the complexity and nature
of the required Services.

1) Consultant must obtain Valley Water’s approval of all Subconsultants. Upon Valley
Water’s request, Consultant must provide copies of all Subconsultant agreements.

2) Consultant must require its delegates or Subconsultants to agree, in writing, to
adhere to Terms and Conditions of this Agreement.

. Any delegation or use of Subconsultants by Consultant will not operate to relieve

Consultant of its responsibilities as described in this Agreement.

. If any of Consultant’s designated key staff persons or Subconsultants fail to perform to

the satisfaction of Valley Water, on written notice from Valley Water, Consultant will have
15 calendar days to remove that person from the Project and provide a replacement
acceptable to Valley Water.

Consultant will not charge Valley Water for the time it takes Consultant’s replacement
personnel to obtain Valley Water-specific Project knowledge in the possession of the
person(s) being replaced.

Consultant’s Key Staff: Valley Water Project Manager may approve any revisions to
Consultant’s list of key staff assigned to the Project as an administrative modification to
this Agreement, and such approval will be confirmed in writing.

Consultant’s Subconsultants

1) Valley Water Project Manager may approve any revisions to Consultant’s list of
authorized Subconsultants when the Subconsultant is deleted from the list and the
Scope of Services is deleted from the Agreement or such services are assumed by
the Consultant; such approval will be confirmed in writing.

2) Valley Water’s authorized representative may approve any revisions to Consultant’s
list of authorized Subconsultants when a listed Subconsultant is replaced (to perform
the same Scope) or a new Subconsultant is added (to perform new Scope), provided
the firm complies with all insurance requirements established by Valley Water for
such work; such approval will be confirmed in writing.

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163

Standard On-Call Consultant Agreement-Admin-Gen
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8. Compliance with All Laws

A. Consultant’s performance must be in compliance with the most current versions of any
and all laws relevant to the Services it performs pursuant to this Agreement, including,
but not limited to adherence to: all applicable governmental laws, statutes, ordinances,
rules, codes, regulations, orders, and other requirements; governmental requirements,
applicable to state and federal compliance with the Professional Land Surveyors Act;
State and Federal Endangered Species Act; state and federal water quality laws; and all
other state and federal laws or regulations regarding environmental protection and
compliance, health, safety, wages, hours, equal employment opportunity,
nondiscrimination, working conditions, and transportation. In the event that Valley
Water’s assistance is necessary to achieve such compliance, Consultant shall promptly
notify Valley Water.

B. Consultant shall provide, at Valley Water’s request, documentation demonstrating
Consultant’'s compliance with all laws as described herein.

C. Consultant represents and warrants that neither Consultant nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible, or
voluntarily excluded from participation in this transaction by any federal government
department or agency.

9. Occupational Safety and Health

A. Consultant will perform the Services in compliance with the most current versions of all
laws, standards, rules, and regulations of the Occupational Safety and Health Act, and
all state and federal laws and regulations relating to safety and health standards.
Consultant shall perform the Services in compliance with, will furnish only supplies,
articles, and equipment that comply with such laws, standards, and regulations.

B. Consultant shall immediately notify Valley Water in the event of any personal injury
accident or occurrence occurring during the performance of the Services. Upon Valley
Water’s request, Consultant shall provide Valley Water with documentation fully
describing the accident and injury and the actions implemented to prevent similar
occurrences.

10. Consultant as Independent Contractor

Consultant will perform all Services as an independent contractor and not an agent or
employee of Valley Water. Consultant represents and warrants that it and its contractors
who are performing any of the Services as Subconsultants will perform such Services as an
independent contractor, and neither Consultant nor Subconsultants nor their employees are
the servants, agents or employees of Valley Water. Except as expressly provided in this
Agreement, Valley Water exercises no direction, supervision or control over Consultant, its
employees, agents, or Subconsultants.

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163
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11. Standard of Care

1.

A. Consultant must possess and maintain during the term of this Agreement all

certifications, licenses, permits, and qualifications to perform the Services and prepare
all deliverables. Consultant must perform all Services and prepare all deliverables in
accordance with those standards and practices of care, skill, and diligence that are
generally recognized and customarily observed by competent persons in Consultant’s
area of specialty in the State of California at the time such Services are rendered.

. Consultant shall perform the Services and prepare all deliverables without any errors or

omissions, and in accordance with Section Two, Duties of Consultant, subsection 8.
Compliance with All Laws.

. Consultant and its Subconsultants must perform the Services in compliance with all

applicable written federal, state and local codes, statutes, laws, regulations, and
ordinances, including, but not limited to, environmental, energy conservation, and
disabled access requirements as per the provisions of Section Two, Duties of
Consultant, subsection 8. Compliance with All Laws.

SECTION THREE

DUTIES OF VALLEY WATER

Available Data

Valley Water will make available to Consultant all data and information in its possession and
control and which it deems necessary to the preparation of the deliverables specified in the
Schedule. Valley Water will actively aid and assist Consultant in obtaining such information
from other agencies and individuals as it deems necessary. Valley Water is not responsible
for providing data and information that it does not possess.

2. Review of Deliverables

A. Valley Water will designate a Project Manager (Valley Water Project Manager) for

purposes of administering and managing this Agreement.

. Consultant’s progress in completing the Services will be reviewed by Valley Water

Project Manager at each milestone identified in an executed Task Order or at such other
time(s) at the discretion of Valley Water.

. Consultant must notify Valley Water in writing when it completes and has submitted to

Valley Water each deliverable as per an executed Task Order. Deliverables deemed
satisfactory and in compliance with this Agreement are subject to approval by Valley
Water. Within 30 calendar days of receipt of each deliverable, Valley Water will either (1)
notify Consultant that Valley Water accepts the deliverable, or (2) notify the Consultant
that the deliverable is not acceptable and must be revised.

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163
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D. If Valley Water advises Consultant that a deliverable must be revised due to errors or
omissions by the Consultant, Consultant must correct, at no cost to Valley Water, those
deficiencies as soon as possible and shall notify Valley Water upon completion of the
revised deliverable and submit to Valley Water.

E. Valley Water will then review the revised deliverable and within 30 calendar days of
receipt, advise the Consultant if the revised deliverable is acceptable. All deficient
deliverables will be revised at no cost to Valley Water and this process will continue until
Consultant has corrected all deficiencies identified by Valley Water.

F. None of the proposed changes or revisions or anything else in this Agreement will be
construed to relieve the Consultant of professional or legal responsibility for the
performance of the Services as otherwise required by the Terms and Conditions of this
Agreement. Corrections to any deliverable as a result of Consultant’s errors or
omissions, as determined by Valley Water, will not result in additional costs or expenses
to Valley Water.

3. Access to Valley Water Facilities

Valley Water will facilitate access to Valley Water facilities as required for the Consultant to
perform the Services.

SECTION FOUR
FEES AND PAYMENTS
1. Total Fixed Not-to-Exceed Fees

A. Payment for all Services performed by Consultant to the satisfaction of Valley Water, as
described in the Schedule will be based on fixed rates within the Total Fixed Not-to-
Exceed (NTE) Fees stated in the Schedule, Attachment One, Fees and Payments, for
completion of the associated tasks. Valley Water will make payments to the Consultant
according to the terms provided for herein and in Schedule, Attachment One, Fees and
Payments. Payments made by Valley Water to the Consultant for Services rendered will
be considered full compensation for all personnel, materials, supplies, Subconsultant(s),
equipment, reimbursable travel and per diem expenses incurred by the Consultant to
perform the Services. All Service requests will be made by Valley Water on an as-
needed basis, subject to future Task Order(s) executed by Valley Water and Consultant.

B. Itis understood and agreed that this total is an estimate, and that the actual amount of
Services requested by Valley Water may be less. There is no guarantee, either
expressed or implied, as to the actual dollar amount that will be authorized under this
Agreement.

C. The Schedule, Attachment One, Fees and Payments, sets forth the hourly rates and
NTE fee, if any, for Services Consultant may perform pursuant to an executed Task
Order.
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D. Services to be performed pursuant to a Task Order will commence only after written
approval from Valley Water Deputy Operating Officer.

E. Notwithstanding any other provision of this Agreement, Valley Water agrees to pay
Consultant in accordance with the terms set forth in an executed Task Order. Consultant
represents and warrants that the amounts charged to Valley Water for Services do not
exceed the amounts normally charged by Consultant to other customers for similar
Services.

F. Upon the written approval of Valley Water Deputy Operating Officer referenced herein,
the Services described in a Task Order task may be reduced or eliminated.

G. Automobile travel mileage expenses will be paid at the current Internal Revenue
Services (IRS) rate. Valley Water will not reimburse Consultant nor its Subconsultants
for mileage nor travel time to and from Valley Water Headquarters and surrounding
campus located at 5700 Almaden Expressway, San Jose, California. However, Valley
Water will reimburse Consultant and its Subconsultants for mileage incurred from Valley
Water Headquarters or Consultant’'s and Subconsultants’ firm address, whichever is
closer to the destination, to Project site(s) and, if directed or authorized by Valley Water,
to meeting locations such as with regulatory agencies, for community outreach activities
and meetings, for partnering meetings, and Dispute Review Board meetings.

2. Consultant Invoices

A. Consultant’s invoices will be prepared in accordance with the terms of this Agreement,
Section Four, Fees and Payments, and represent Services performed and reimbursable
costs incurred during the identified billing period. Invoices must be consistent with Scope
of Services and executed Task Orders; and include the following:

1) Employee classification and name itemized with all labor charges by Service task;

2) Summary of the amount Consultant has been billed by their Subconsultants and
further detailed by Service task;

3) A description of the site where Services were performed, if applicable;
4) The name of Valley Water staff requesting Services

5) The dates when Services were performed;

6) Other direct charges and reimbursable expenses by Task Order task;

7) Other direct charges and expenses must reflect actual fees versus the Task Order
not-to-exceed fees as stated in the Schedule, Attachment One, Fees and Payments;
and/or Task Orders;

8) The total amount due for completing the Services specified in that Task Order, which
must not exceed the not-to-exceed amount specified in that Task Order; and
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9) To the extent that the Consultant is adding an administrative, processing, overhead
or mark-up fee, Valley Water will not pay for such duplication of costs for both the
Consultant and its Subconsultants.

B. Invoices will include a summary of labor expenditures, direct costs, and billed
Subconsultant charges. Invoices will be organized such that the billing categories
correspond with the Task Order.

C. Notwithstanding language to the contrary in an executed Task Order, the Consultant
must invoice Valley Water for a Task Order within 30 calendar days of Valley Water
accepting the deliverables of that Task Order.

D. Consultant shall send all invoices to: APinvoice5750@valleywater.org

Valley Water address, if needed:

Santa Clara Valley Water District
Attention: Accounts Payable
P.O. Box 20670

San Jose, CA 95160-0670

E. Consultant must also ensure that each invoice contains the following information:
1) Agreement number;

2) Task Order number;

3) Full legal name of Consultant/Firm;

4) Payment remit-to address;

5) Invoice number;

6) Invoice date (the date invoice is emailed);

7) Detailed description of Services provided, including the “distribution account(s)” for
those Services;

8) Number of hours spent by each person performing services and a brief description of
the Services performed by each person; and

9) Beginning and end date for billing period that services were provided.

F. Consultant shall invoice for its performance of the Services as stated in an executed
Task Order on a monthly basis consistent with the task fee breakdown stated in the Task
Order(s), Attachment A. Unless otherwise specified in a Task order, Consultant will be
paid for the Services as described in an executed Task Order.
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G. Valley Water Project Manager will review Consultant’s written invoice within five Valley
Water business days of receipt, address any questions with Consultant’s
Contact/Principal Officer and approve the undisputed amount of the invoice within ten
working days of receipt of the invoice. Valley Water will pay undisputed invoice amounts
within 30 calendar days from date invoice is received by Valley Water Project Manager.

H. Valley Water may in good faith assert a bonafide dispute as to all or a portion of fees
specified in any invoice. If any portion of an amount due to Consultant under this
Agreement is subject to a bonafide dispute between the Parties, within 30 calendar days
of Consultant’s delivery of the invoice on which a disputed amount appears, Valley
Water will notify Consultant in writing of the specific items in dispute, and will describe
Valley Water’s reason(s) for disputing each such item. Consultant and Valley Water
Project Manager must act in good faith to resolve this dispute in a timely manner. If the
dispute is not resolved by the Consultant and Valley Water Project Manager within 30
calendar days of Consultant receiving Valley Water’s written notice of dispute,
Consultant and Valley Water will attempt to resolve the Dispute pursuant to the Standard
On-Call Consultant Agreement, Appendix Two, Dispute Resolution.

I. Consultant’s Services will be performed by its staff members and Subconsultants’ staff
members at the lowest hourly and unit rates commensurate with the complexity of the
required Services.

J. Consultant shall ensure that its personnel performing services pursuant to this
Agreement document their time doing so.

3. Prevailing Wages - NOT USED
4. Retention

A. Unless otherwise specified in an executed Task Order, when the total compensation
payable pursuant to this Agreement for an individual Task Order exceeds $20,000, ten
percent of each invoice for that Task Order will be withheld by Valley Water and not paid
to Consultant until 30 calendar days after the assigned Valley Water representative
signs the final approval for all Services/deliverables as stated in the executed Task
Order, consistent with Section Three, Duties of Valley Water, subsection 2. Review of
Deliverables.

B. At any time after 50% of the work to be performed pursuant to an individual Task Order
has been completed, Valley Water may, at its sole discretion, determine that satisfactory
progress is being made in the completion of the Task Order, and prospectively make the
remaining progress payments in full. The retention previously withheld on the first 50%
of the individual Task Order work will continue to be withheld until the Task Order is
completed to the satisfaction of Valley Water. Prior to final close out of the Agreement,
any remaining retention for undisputed work will be released to Consultant.
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SECTION FIVE
SCHEDULE OF COMPLETION
1. Performance of Tasks

Consultant will commence performing the tasks described in the Scope of Services of an
executed Task Order upon receipt of the Task Order Notice to Proceed (NTP) issued by
Valley Water.

2. Task Order Schedule

Consultant will perform and complete the Services in accordance with the schedule
(Schedule) as described in each Task Order. Consultant will coordinate Services with
Valley Water to provide the timeline of all tasks and subtasks including the site visits,
document review, meetings, and deliverables.

3. Project Delays

Consultant will make all reasonable efforts to comply with the Schedule as stated in a Task
Order. In the event the Task Order Schedule will be delayed, Consultant will notify Valley
Water Project Manager as soon as possible, providing the reason why, the length of the
delay, and a description of the actions being taken to address the delay. In the event
Consultant will be delayed in performance of its Services by circumstances beyond its
control, Valley Water may, at its discretion, grant a reasonable adjustment in the Schedule.

4. Changes to the Schedule

Valley Water’s Project Manager and Consultant may agree to modify the Schedule specified
for Consultant’s performance in an executed Task Order as an administrative modification to
the Task Order and will confirm such modifications in writing.

SECTION SIX
AGREEMENT MODIFICATIONS

The Parties may agree to modify the Terms and Conditions of this Agreement by executing a
written amendment hereto.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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1.

On-Call Management Services for Auditing Support

SECTION SEVEN

TERM AND TERMINATION

Term & Automatic Termination

No Task Order will be written which extends beyond the expiration date of this Agreement.
Consultant will not undertake to provide Services where it reasonably appears that the
Services cannot be performed and completed within the Term of this Agreement.
Uncompleted and/or unfinished Task Orders will co-terminate with this Agreement.

Valley Water Rights

A.

Suspension: Valley Water may, by written notice to Consultant, suspend any or all
Services pursuant to this Agreement or to any individual Task Order. Valley Water may
subsequently terminate this Agreement or any Task Order for convenience, or determine
to proceed. If a decision to proceed is not made within 90 days from the date of the
notice of suspension, any decision to proceed must be conditioned upon execution of a
new Notice to Proceed or Task Order.

Termination for Convenience: Valley Water may, by written notice to Consultant,
terminate all or part of this Agreement or any Task Order at any time for Valley Water's
convenience. Upon receipt of such notice, Consultant will immediately cease all work as
specified in the notice. If this Agreement or any Task Order is so terminated, Consultant
will be compensated as set forth in Section Seven, Term and Termination, subsection 3.
Consultant’'s Compensation upon Termination or Suspension.

Termination for Breach: If Consultant violates any of the covenants, agreements or
stipulations of this Agreement or a Task Order, or if Consultant fails to fulfill in a timely
and proper manner its obligations pursuant to this Agreement or any Task Order, and
does not cure such failure or violation within 30 days (or a reasonable extension thereof,
if requested, which extension will not be unreasonably withheld) after receipt of written
notice from Valley Water specifying such failure or violation, Valley Water will thereupon
have the right to terminate this Agreement and any or all uncompleted Task Orders by
giving written notice to Consultant of such termination. Such notice will specify the
effective date thereof, and Consultant will not be entitled to compensation for Services or
expenses beyond the specified termination date.

. If, after notice of termination for breach of this Agreement or any Task Order, it is

determined that Consultant did not breach the Agreement or Task Order, the termination
will be deemed to have been effected for Valley Water's convenience, and Consultant
will receive payment that is allowed by this Agreement for a termination for convenience.

The rights and remedies provided herein to Valley Water are in addition to any other
rights and remedies provided by law, this Agreement, or a Task Order.
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F. Consultant may terminate the Contract or performance of any part of the Services upon
reasonable written notice to Valley Water if Consultant determines that the performance
of any part of the Services would be in conflict with law, or auditor independence under
AICPA standards, if applicable.

3. Consultant’s Compensation upon Termination or Suspension

In the event of termination of this Agreement or any Task Order, or suspension of Services
by Valley Water, Consultant shall receive compensation based on satisfactory performance,
accepted by Valley Water, as follows:

A. Direct Labor: Consultant shall be entitled to receive compensation for all authorized
direct labor performed prior to termination pursuant to the provisions of this Agreement
or Task Order and all authorized labor expenses incurred to demobilize from the Project
after the date of termination; and

B. Other Direct Costs and Expenses: Consultant shall be entitled to receive compensation
for all authorized other direct costs and expenses incurred prior to termination and all
authorized expenses incurred to demobilize from the Project after the date of
termination;

C. In no event shall the total compensation paid for any item of Service exceed the
payment specified in the Agreement or applicable Task Order for that item of Service.

4. Survival

The Terms and Conditions of this Agreement, that by their context and a standard of
reasonableness, are intended to survive termination, suspension, completion, and expiration
of this Agreement, shall survive, including but not limited to, the following Sections and
subsections: Independent Contractor Status, Confidentiality, Indemnification, Insurance
Requirements, and Dispute Resolution, as well as any Consultant representations and
warranties.

SECTION EIGHT
INDEMNIFICATION

A. Notwithstanding any other provision of this Agreement, Consultant agrees to indemnify,
defend and hold harmless Valley Water, its agents, officers, directors, and employees
from and against any and all third party demands, claims, damages, losses and
reasonable expenses, including but not limited to liabilities, obligations, claims, costs,
reasonable expenses (including, without limitation, interest, penalties and reasonable
attorney’s fees), fines, taxes, levies, imposts, assessment, demands, damages or
judgments of any kind or nature, whether in law or equity (including, without limitation,
death or injury to any person, property damage, administrative and judicial orders and
consents, or any other loss) to the extent they arise out of, pertain to, or relate to bodily
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injury (including death) or damage to real or tangible personal property to the extent
caused by the Consultant’s negligence, recklessness, or willful misconduct. The
foregoing does not limit any strict liability imposed onto the Consultant by law. The rights,
duties, and obligations of the Parties as set forth above in this Section Eight,
Indemnification, survive termination, expiration, completion, and suspension of this
Agreement.

B. In order to seek or receive indemnification hereunder: (i) Valley Water shall promptly
notify Consultant in writing of any claim of which it is aware for which indemnification may
be available ("Claim"); (ii) Consultant shall have the sole control of the defense of any
such Claim and of all negotiations for its settlement or compromise; and (iii) Valley Water
shall cooperate reasonably with Consultant in the defense, settlement or compromise of
such Claim. Notwithstanding the foregoing, Valley Water may retain counsel at its own
expense to monitor the defense, provided that such counsel does not interfere with the
defense of any Claim. Without Valley Water's prior written consent, Consultant will not
consent to the entry of any judgment or enter into any settlement that (a) would require
Valley Water to make any payment, (b) contains any admission of guilt or wrongdoing by
Valley Water, (c) would impose any equitable remedy upon Valley Water, (d) purports to
release any claims belonging to Valley Water, or (e) does not include an unconditional
release of Valley Water from all liability with respect to Claims that are the subject matter
of such proceeding.

C. The parties' indemnification obligations are expressly set forth in Section 8,
Indemnification, of this Agreement. No party to this Agreement or any other person or
entity shall be entitled to any form of implied or equitable indemnification at any time,
whether based on a theory of contract, torts (including negligence), strict liability or
otherwise, and any right thereto is hereby irrevocably waived and disclaimed by each of
the parties.

SECTION NINE
INSURANCE REQUIREMENTS

Insurance requirements applicable to this Agreement are set forth in the Standard On-Call
Consultant Agreement, Appendix Four, Insurance Requirements. Consultant must provide and
maintain at its own expense, during the term of this Agreement, or as may be further required
herein, all insurance coverages as detailed in the Standard On-Call Consultant Agreement,
Appendix Four, Insurance Requirements, and comply with all provisions stated therein.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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SECTION TEN
OWNERSHIP AND REUSE OF DELIVERABLES
1. Valley Water Ownership

All deliverables prepared by Consultant during the term of this Agreement (excluding
Consultant Materials) (“Deliverables”), will be and remain the property of Valley Water
following payment in full to Consultant for each task or portion of a completed task, or in
accordance with Section Seven, Term and Termination. In the event the work is not
completed, the completed portions thereof will become the property of Valley Water.
Consultant will provide Valley Water with such Deliverables at appropriate times during this
Agreement. Consultant may retain a copy for its records. Consultant may use or develop
intellectual property in performing our services, including without limitation, data, software,
designs, utilities, tools, models, systems, general skills, know-how, expertise, concepts,
ideas, methods and techniques (“Consultant Materials”). Consultant retain all intellectual
property rights in the Consultant Materials (including any developments, improvements, and
knowledge generated during or as a result of the performance of our Services). For
avoidance of doubt, “Materials” do not include Valley Water’s information or any other
intellectual property provided or developed by Valley Water. Consultant retain ownership of
our working papers compiled in connection with the services. Valley Water information
reflected in our working papers remains the intellectual property of Valley Water. Valley
Water shall have a non-exclusive, non-transferable license to use Consultant Materials that
are included in any Deliverables to the extent necessary to use the Deliverables. Consultant
does not convey, assign, or transfer the intellectual property rights it has so as to limit its
ability or right to provide services on other projects of or for its other clients.

2. Reuse of Instruments of Services - NOT USED

If Valley Water desires to reuse the completed plans, specifications, or other deliverables, in total
or in part, on project sites associated with this Agreement, or any other site, or to complete any
incomplete portion of construction documentation which Valley Water has already paid
Consultant, Valley Water will release Consultant from any liability incurred by Valley Water from
reusing said deliverables.

3. Copies of Data

Copies of data exchanged by, through, and between Valley Water and Consultant that may
be relied upon are limited to printed copies. Computer-generated files, disks, or tapes of
text, data or graphics that are furnished are only for the mutual convenience of the Parties.

4. Computer-Generated Material

Any risk of translation or reliance on information obtained or derived from computer-
generated material is at the user’s sole risk, and no representations are made, either
express or implied, as to the long-term performance of data thus transferred.
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5. Work for Hire

Any and all Deliverables delivered to Valley Water by Consultant according to the Terms of
this Agreement, in or by any medium is deemed to be “work for hire” according to the
copyright laws of the United States and the copyright belongs to Valley Water.

6. Copyright Claims

Co-venturers, subcontractors, Subconsultants, suppliers, and vendors to Consultant are
likewise bound by these copyright terms. Valley Water makes no copyright claim and
requires no release for copyrighted material or trademarked names used incidentally by
Consultant.

SECTION ELEVEN

EQUAL OPPORTUNITY

1. Equal Opportunity Employer

Valley Water is an equal opportunity employer and requires its consultants to have and
adhere to a policy of equal opportunity and non-discrimination. In the performance of the
Agreement, Consultant will comply with all applicable federal, state, local laws and
regulations, and will not discriminate against any subcontractor, employee, or applicant for
employment in the recruitment, hiring, employment, utilization, promotion, classification or
reclassification, transfer, recruitment advertising, evaluation, treatment, demotion, layoff,
termination, rates of pay or other forms of compensation, and selection for professional
development training (including apprenticeship), or against any other person, on the basis of
sex (which includes pregnancy, childbirth, breastfeeding and medical conditions related to
pregnancy, childbirth or breastfeeding), race, religion, color, national origin (including
language use restrictions), ancestry, religious creed (including religious dress and grooming
practices), political affiliation, disability (mental and physical, including HIV or AIDS), medical
condition (cancer and genetic characteristics), genetic information, marital status, parental
status, gender, age (40 and over), pregnancy, military and veteran status, sexual
orientation, gender identity and gender expression, the exercise of family and medical care
leave, the exercise of pregnancy disability leave, or the request, exercise, or need for
reasonable accommodation.

2. Compliance with Applicable Equal Opportunity Laws

The Consultant’s policy must conform with applicable state and federal guidelines including
the Federal Equal Opportunity Clause, “Section 60-1.4 of Title 41, Part 60 of the Code of
Federal Regulations,” Title VII of the Civil Rights Act of 1964 as amended; the Americans
with Disabilities Act of 1990; the Rehabilitation Act of 1973 (§503 and §504); the Age
Discrimination Act of 1975 (42 U.S.C. §6101 et seq.); the California Fair Employment and
Housing Act (Government Code §12900 et. seq.); and California Labor Code §1101 and
§1102.
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3. Investigation of Claims

Consultant must designate a specific position within its organization to be responsible for
investigating allegations of non-compliance with anti-discrimination and anti-harassment
provisions of this Agreement. Consultant must conduct a fair, prompt, and thorough
investigation of all allegations directed to Consultant by Valley Water. In cases where such
investigation results in a finding of discrimination, harassment, or hostile work environment,
Consultant must take prompt, effective action against the offender.

SECTION TWELVE
MISCELLANEOUS PROVISIONS
1. Entire Agreement

This Agreement, which includes the Terms and Conditions, Appendices, the Schedule
Attachments to the Schedule, and all executed Task Orders, represents the entire
understanding between the Parties hereto relating to the Services described in this
Agreement and its executed Task Orders incorporated herein by this reference hereto and
supersedes any and all prior proposals or agreements, whether written or oral, that may
exist between the Parties. This Agreement may not be modified or amended except in
writing as stated herein. To the extent that any Schedule conflicts with this Agreement, this
Agreement shall control.

2. Formation of Agreement

A. No agreement between the Parties is formed until all applicable actions have been
completed to the satisfaction of Valley Water. Valley Water Project Manager will not
issue a Notice to Proceed until all required documents have been submitted and
accepted by Valley Water.

B. Formation of this Agreement between the Parties requires accomplishment of the
following, as applicable:

1) Execution of the Agreement by Consultant;

2) Submission by the Consultant, and acceptance by Valley Water, of evidence of all
required insurance coverages and documents;

3) Submission by the Consultant, and acceptance by Valley Water, of evidence of all
required Form 700 documents, if applicable;

4) Submission by the Consultant, and acceptance by Valley Water, of all required Non-
Disclosure Agreements (NDA) as provided in the Schedule(s), Attachment Four,
Reference Materials, if applicable;

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163

Standard On-Call Consultant Agreement-Admin-Gen
Ver. 2/7/2023

Page 16 of 48

Attachment 1

84 Page 16 of 48



DocuSign Envelope ID: C3AFD13F-3289-4A62-888B-C4A1410BB3E1

5) Submission by Consultant, and acceptance by Valley Water, of a Health and Safety
Plan, if applicable;

6) Any other requirements that are deemed necessary by Valley Water; and
7) Execution of the Agreement by Valley Water.
3. No Assignment

A. The expertise and experience of Consultant are material considerations for Valley
Water’s award and execution of this Agreement. Consultant will not assign or transfer
any interest in this Agreement nor the performance of any of Consultant obligations
hereunder, without prior written consent of Valley Water in the form of an amendment
executed by the Parties, and any attempt to so assign this Agreement, or any rights,
duties or obligations arising hereunder, will be void and of no effect. Any assignment of
monies due or to become due in accordance with this Agreement, will be to the extent
permitted by law, and will be subject to all proper set-offs, deductions, and withholdings
in favor of Valley Water.

B. In no event shall an assignment of any interest in this Agreement release the Consultant
from its duties and responsibilities as described in this Agreement nor shall the
Consultant be released from liability created by the provision of Services as described in
this Agreement until such assignment takes effect. Any attempted or purported
assignment without Valley Water’s written consent in the form of an amendment
executed by the Parties is null and void.

4. Reasonableness

Discretionary actions or approvals to be performed by the Parties will be exercised in a
reasonable manner.

5. Gifts

Consultant hereby acknowledges that Valley Water policy prohibits the acceptance by
Valley Water personnel of gifts of any kind from its contractors, consultants, suppliers or
vendors. Consultant shall honor this policy by not sending or bringing gifts to Valley Water.

6. Audits

Consultant agrees that Valley Water and its agent(s) have the right to review, obtain, and
copy all records pertaining to fees and expenses charged under this Agreement, including
the records supporting such fees and expenses (“Audit”). Consultant agrees to provide
Valley Water and its agent(s) with any relevant information requested, in electronic and hard
copy format, at Valley Water’s discretion, and will permit Valley Water and its agent(s)
access to its premises, upon reasonable notice, during normal business hours for the
purpose of inspecting or copying books, records, accounts, computerized records, and
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other materials that may be relevant to the Audit, such as by a government agency,
providing Valley Water with grant funds to pay for Consultant’s services . Access shall not
include facilities or systems housing confidential information of Consultant or Consultants’
other clients. Consultant further agrees to maintain such records for a period of three years
after final payment as provided for in this Agreement.

7. Force Majeure

Neither Party will be held responsible for delays caused by acts beyond its control, such as
acts of God or public enemies, utility or communication delays, or failures not caused by
such Party’s negligence or fault, accidents not caused by such Party’s negligence or fault,
labor disputes, war, or failure of the other Party to provide data as required pursuant to this
Agreement.

8. Binding Effect

This Agreement is binding on the heirs, executors, administrators, successors and assigns
of the Parties.

9. Choice of Law and Venue

The Parties agree that this Agreement is to be governed, construed, and enforced in
accordance with the laws of the State of California. The Parties also agree that the venue of
any litigation arising out of or connected with this Agreement will lie exclusively in the state
trial court or Federal District Court located in Santa Clara County in the State of California,
and the Parties consent to jurisdiction over their persons and over the subject matter of any
such litigation in such courts, and consent to service of process issued by such courts.

10. Confidentiality

A. Due to the nature of the services Consultant will provide pursuant to this Agreement,
there may be disclosures made to Consultant of detailed information about Valley
Water’s operations, including on a need-to-know basis information which may be
protected from public disclosure by confidentiality laws, the attorney-client privilege,
and/or other provisions of law which govern the nature and timing of disclosure of public
information.

B. Consultant understands and acknowledges that Valley Water staff members providing
information to the Consultant do so with the understanding that such information will be
handled appropriately.

C. Inthe event Consultant receives such restricted or confidential information, Consultant
will limit access to the information to only those of Consultant’'s employees, its
subcontractors and its Subconsultants authorized by Valley Water to have the
information.
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D. Consultant will notify Valley Water immediately of any request by any third party to have
access to confidential information and will not disclose the requested information without
first receiving express written authorization from Valley Water.

E. Notwithstanding the aforementioned Confidentiality requirements, upon the request of
Valley Water Project Manager Consultant and its Subconsultants shall execute Valley
Water’'s most current Non-Disclosure Agreement in effect at that time.

F. The requirements stated herein will survive completion, expiration, suspension, and
termination of this Agreement.

11. Release of Information Prohibited

Consultant is not permitted to provide any information concerning the Project to the media
nor anyone other than authorized Valley Water personnel. Consultant will not release any
information pertinent to the Project for publication, public disclosure, or in any other manner
without first obtaining clearance and a release in writing from Valley Water. Any media
inquiry at any time to Consultant relating to any matter concerning Services provided or
requested to be provided pursuant to this Agreement will be referred immediately to Valley
Water. Consultant will not communicate with the media regarding any such matter.

12. Conflict of Interest

A. Consultant represents that there exists no actual or potential conflict of interest
concerning the services to be performed pursuant to this Agreement.

B. Consultant represents that Consultant’s performance required as stated in this
Agreement does not require the breach of any agreement or obligation to keep in
confidence the proprietary information of another party. Consultant will not bring to
Valley Water, or use in the performance of Consultant’s duties as described in this
Agreement, any materials or documents of another party considered confidential or
proprietary unless Consultant has obtained written authorization from such party, and
the informed consent of Valley Water, for the possession and use of such materials.

C. Consultant represents and warrants that during the term of the Agreement, Consultant,
Consultant’s parent company, Consultant’s subsidiaries, or any affiliated entity sharing
substantially similar ownership of or control with Consultant shall not act as a Consultant
or expert for any party in support of any potential or active claim or legal action against
Valley Water by such party.

D. CALIFORNIA FAIR POLITICAL PRACTICES COMMISSION STATEMENT OF
ECONOMIC INTEREST FORM 700 (“FORM 700”): Upon Valley Water’s request,
Consultant employees, officers, agents, Subconsultants, and subcontractors shall
complete, execute, and submit a Form 700 as follows:
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1) Consultant employees, officers, agents, Subconsultants, and subcontractors
assigned to perform services pursuant to this Agreement, shall file, in a manner
prescribed by Valley Water, an Assuming Office Statement. The Assuming Office
Statement shall be filed:

a. Within 30 calendar days of the effective date of this Agreement; or

b. Within 30 calendar days of Consultant hiring, adding or promoting to a
designated filer position, employees, officers, agents, Subconsultants, and
subcontractors to perform services pursuant to this Agreement.

2) Consultant employees, officers, agents, Subconsultants, and subcontractors
assigned to perform services pursuant to this Agreement, that filed an Assuming
Office Statement, shall file in a manner prescribed by Valley Water, an amendment
to their Form 700 any time there is a change to their disclosure information.

3) Consultant employees, officers, agents, Subconsultants, and subcontractors
assigned to perform services pursuant to this Agreement, that filed an Assuming
Office Statement, shall file an Annual Statement in a manner prescribed by Valley
Water, during Valley Water’s annual filing season, as determined by Valley Water;

4) Consultant employees, officers, agents, Subconsultants, and subcontractors
assigned to perform services pursuant to this Agreement, that filed an Assuming
Office Statement, shall file, in a manner prescribed by Valley Water, a Leaving Office
Statement with Valley Water when one of the following occurs:

a. Upon termination of this Agreement; or

b. Within 30 calendar days of Consultant employees, officers, agents,
Subconsultants, and subcontractors vacating a designated filing position (i.e.,
removed from the Project, promotion, demotion, transfer to non-designated
position, end of employment, or as a result of changes in designated filer
positions in Valley Water's Conflict of Interest Code).

5) Consultant understands and agrees that its employees, officers, agents,
Subconsultants, and subcontractors may be disqualified from providing services to
Valley Water pursuant to the California Political Reform Act, Government Code
§81000 et. seq. and §1090. If any of Consultant’s employees, officers, agents,
Subconsultants, and subcontractors are disqualified from providing services, on
written notice from Valley Water Project Manager, Consultant will have 15 calendar
days to remove said employee(s), officer(s), agent(s), Subconsultant(s) and
subcontractor(s)’ employee(s) from the Project and provide a replacement
acceptable to Valley Water.
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6) The failure of Consultant’'s employees, officers, agents, Subconsultants, and
subcontractors to file an Assuming Office, Annual, Amended, or Leaving Office
Statement within the time prescribed by Valley Water is deemed a material breach
and may result in termination of the Agreement for cause.

13. Task Orders

A. Some tasks and Services will be assigned to the Consultant through issuance of Task
Orders. After the tasks and Services are identified and communicated to the Consultant
by Valley Water Project Manager, Consultant will prepare a proposed Task Order (see
Standard On-Call Consultant Agreement, Appendix Three, Task Order Template).

The proposed Task Order must identify the following:

1) Description of the services, including deliverables;

2) The total Not-to-Exceed Fees for Consultant to complete the services, including
estimated number of hours per assigned staff to complete the services;

3) Proposed staff that will be assigned to complete the services, including resumes if
not previously provided to Valley Water’s Project Manager;

4) Estimated cost of each other direct cost and reimbursable expense, including any
applicable fees;

5) Schedule for completing the services; and

6) Copies of applicable state and federal permits required to complete the services,
unless previously provided to Valley Water.

B. Consultant agrees that the Not-to-Exceed Fees specified in a proposed Task Order will
be the product of a good faith effort in exercising its professional judgment. After an
agreement has been reached on the negotiable items, the finalized Task Order will be
signed by both Valley Water’s authorized representative referenced in the Standard On-
Call Consultant Agreement, Appendix One, Additional Legal Terms and Consultant’s
authorized representative.

C. Consultant must not commence performance of work or services on a Task Order until it
has been approved by Valley Water’s authorized representative and Notice to Proceed
has been issued by Valley Water Project Manager. No payment will be made for any
services performed prior to approval or after the period of performance of the Task
Order. The period of performance for Task Orders will be in accordance with dates
specified in the Task Order. No Task Order will be written which extends beyond the
expiration date of this Agreement. The total amount payable by Valley Water for an
individual Task Order will not exceed the amount agreed to in the Task Order.
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D. Prevailing Wage Requirements: The Scope of Services may be considered by Valley
Water to be “Public Works” requiring the payment of prevailing wages. See the Standard
Consultant Agreement Section Four, Fees and Payments, subsection 3. Prevailing
Wages, and Appendix Three, Task Order Template.

14. Good Neighbor

Valley Water always strives to be a good neighbor to the community adjacent to its facilities.
Consultant will ensure that disturbance to neighbors is minimized. Consultant, its staff, and
Subconsultants will always interact with the members of the public in a polite and
professional manner.

15. Governmental Permits and Notifications - NOT USED
16. Taxes and Benefits

Consultant has full and exclusive liability for the payment of, and Consultant will pay, any
and all taxes and contributions for unemployment insurance, retirement benefits, workers’
compensation insurance or benefits, life insurance, pensions, annuities and similar benefits
and any other employment-related costs, obligations, and duties that may now or hereafter
be imposed by law, collective bargaining agreements or otherwise with respect to persons
employed by Consultant for the performance of Services pursuant to this Agreement.

17. Nonwaiver of Rights

The failure of either Party to this Agreement to object to or to take affirmative action with
respect to any conduct of the other Party that is in violation of the terms of this Agreement
will not be construed as a waiver thereof, or as waiver of any future breach or subsequent
wrongful conduct.

18. No Third-Party Beneficiaries

Nothing in this Agreement, whether express or implied, shall be construed to give any
person or entity, other than the Parties hereto, any legal or equitable right, remedy, or claim
under or in respect of this Agreement or any covenants, conditions, or provisions contained
herein.

19. Severability

If a court of competent jurisdiction holds any provision of this Agreement to be illegal,
unenforceable, or invalid in whole or in part for any reason, the validity and enforceability of
the remaining provisions, or portions of them, will not be affected, unless an essential
purpose of this Agreement would be defeated by the loss of the illegal, unenforceable, or
invalid provision.
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20.

21.

22,

23.

Debt Limitation

This Agreement is contingent on the appropriation of sufficient funding by Valley Water for
the services described in this Agreement. Valley Water is subject to laws or policies which
limit its ability to incur debt in future years. Nothing in this Agreement shall constitute an
obligation of future legislative bodies of Valley Water to appropriate funds for purposes of
this Agreement.

Notices
Unless otherwise specified in this Agreement, all requests for written approval or legal
notices must be sent to the representatives below. All notices are deemed to have been

given when made in writing and when delivered or mailed to the representatives of Valley
Water and Consultant at their respective addresses as follows:

VALLEY WATER:

Deputy Operating Officer, as listed in the attached Schedule, Scope of Services, Section 1.
Representatives.

CONSULTANT:

Consultant Principal Officer, as listed in the attached Schedule, Scope of Services, Section
1. Representatives.

Appendices

The following Standard On-Call Consultant Agreement Appendices are incorporated herein
by this reference as though set forth in full:

Appendix One - Additional Legal Terms
Appendix Two - Dispute Resolution - NOT USED
Appendix Three - Task Order Template
Appendix Four - Insurance Requirements

Schedule and Attachments

Schedule OC, Scope of Services, and the following list of Attachments are incorporated
herein by this reference as though set forth in full:

Attachment One - Fees and Payments

Attachment Two - Schedule of Completion

Attachment Three - Consultant’s Key Staff and Subconsultants
Attachment Four - Reference Materials

(SIGNATURES TO FOLLOW ON NEXT PAGE)
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IN WITNESS WHEREOF, THE PARTIES HAVE SET FORTH BELOW THEIR CONSENT TO
THE TERMS AND CONDITIONS OF THIS AGREEMENT THROUGH THE SIGNATURES OF
THEIR DULY AUTHORIZED REPRESENTATIVES.

SANTA CLARA VALLEY WATER DISTRICT MOSS ADAMS LLP

Valley Water Consultant
DocuSigned by: DocuSigned by:
By F600AB219490464... By EDC7C9261910487...
John L. Varela Colleen Rozillis
Chair, Board of Directors Partner
Date: 3/28/23 Date: 2/13/2023
ATTEST: Consultant's Address:
999 Third Ave. #2800
DocusSigned by: Seattle, WA 98104
E/);}igﬁ;kf = ,f//ﬂ,/
- 7E1632DBD93E40C...

Michele L. King, CMC
Clerk, Board of Directors
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1.

2,

3.

4

On-Call Management Services for Auditing Support

STANDARD ON-CALL CONSULTANT AGREEMENT
APPENDIX ONE
ADDITIONAL LEGAL TERMS

Conflict of Interest for Future Services

Consultant, Consultant’s parent company, Consultant’s subsidiaries, or any affiliated entity
sharing substantially similar ownership of or control with Consultant shall not submit a

proposal:

A. For any agreement to be awarded for any project that is related to the services provided
pursuant to this Agreement; - NOT USED

B. Inresponse to any request for proposal or Valley Water solicitation developed or
prepared by or with the assistance of Consultant, Consultant’s parent company,
Consultant’s subsidiaries, or any affiliated entity sharing substantially similar ownership
of or control with Consultant; or

C. For any single or sole source products/services related to the Services pursuant to this

Agreement, or have a financial stake in any single or sole source products/services
resulting from this Agreement.

Dispute Resolution - NOT USED

Small Business Enterprise (SBE) Participation - NOT USED

Task Order Approvals

A.

Services to be performed pursuant to a Task Order may only commence once a specific
Notice to Proceed for that Task Order has been issued by Valley Water.

. Task Orders are subject to approval by Valley Water's Deputy Operating Officer unless

delegated to an Assistant Operating Officer and/or Unit Manager.

Valley Water Assistant Operating Officer is authorized to approve individual Task Orders
in an amount not-to-exceed $[authorization amount]. [NOT USED]

Valley Water Unit Manager(s) is authorized to approve individual Task Orders in an
amount not-to-exceed $ [Authorization Amount]. [NOT USED]

The total not-to-exceed amount for any one Task Order shall not exceed $ [NOT-TO-
EXCEED AMOUNT]. [NOT USED]

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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STANDARD ON-CALL CONSULTANT AGREEMENT
APPENDIX TWO
DISPUTE RESOLUTION

NOT USED
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STANDARD ON-CALL CONSULTANT AGREEMENT

APPENDIX THREE
TASK ORDER TEMPLATE
Task Order No.
Title:
Agreement: Standard On-Call Consultant Agreement (Agreement) by and

between the Santa Clara Valley Water District (Valley Water) and
(Consultant), dated

Valley Water:

Consultant:

Dollar Amount of Task Order: Not-to-Exceed $

1. Upon full execution of this Task Order No. , as set forth in the Standard On-Call
Consultant Agreement, Section Twelve, Miscellaneous Provisions, subsection 13. Task
Orders, and the issuance of a Notice to Proceed by Valley Water Project Manager, the
Consultant is hereby authorized to perform the Services described in Attachment A to this
Task Order. Any costs incurred, Services performed or expenditures by the Consultant
before this Task Order is executed or before the issuance of the Notice to Proceed will be
considered outside the contracted Scope of Services and will not be eligible for payment.

2. Both the Scope of Services to be performed and the deliverables to be provided in
accordance with this Task Order are described in Attachment A which is attached hereto
and incorporated by this reference. Attachment A shall include at a minimum the following:

A. The Consultant personnel to be assigned to perform the Services, including resumes if
not previously provided to Valley Water,

B. The total not-to-exceed fees amount for Consultant to complete the Services, including
estimated number of hours required to perform the Services assigned to each
Consultant classification;

C. Estimated cost of each other direct cost and reimbursable expense, including any
applicable fees;

D. The distribution detail for each service, direct cost, and reimbursable expense. This
information must be included in the invoice for the services authorized under this task
order; and

E. Project schedule for completing the Scope of Services.

3. Consultant shall be compensated at fixed fees or at the hourly rates established in Schedule
OC, Attachment One, Fees and Payments, of the Agreement. Consultant agrees that it will
provide all equipment, furnish all materials, except as may be otherwise noted in the
Attachment A.
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~

STANDARD ON-CALL CONSULTANT AGREEMENT
APPENDIX THREE
TASK ORDER TEMPLATE

This Task Order becomes effective on the date of full execution by authorized
representatives of the Parties and remains in effect until the earlier of: completion of the
tasks set forth in Attachment A; or [expected completion date].

Copies of applicable local, state and federal permits required to perform the Services
described in Attachment A are attached to this Task Order, unless the Consultant previously
provided the appropriate permits to Valley Water.

Consultant shall perform all Services described in Attachment A to this Task Order in
accordance with the Terms and Conditions of the Agreement.

Prevailing Wage Requirements [NOT USED]

A. The Scope of Services described in this Task Order is considered by Valley Water to be

"Public Works" requiring the payment of prevailing wages. See the Standard On-Call
Consultant Agreement, Section Four, Fees and Payments, subsection 3. Prevailing
Wages.

. In accordance with prevailing wage laws, the Director of the California Department of

Industrial Relations (Director) has ascertained the general prevailing rate of wages and
employer payments for health and welfare, pension, vacation, and similar purposes
available to the particular craft, classification, or type of workers employed on the
Project. These rates are set forth in the latest determination obtained from the Director,
which is on file in Valley Water's Office of the Clerk of the Board of Directors and
incorporated herein by reference the same as though set forth in full. The rates are also
available on the State of California Department of Industrial Relations website at
http://www.dir.ca.gov.

8. Signatures:

Signature:

[NAME OF CONSULTANT FIRM] DATE
[PRINT NAME]
[PRINT TITLE]

Signature:

SANTA CLARA VALLEY WATER DISTRICT DATE
[PRINT NAME]
[PRINT TITLE]
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STANDARD ON-CALL CONSULTANT AGREEMENT
APPENDIX FOUR
INSURANCE REQUIREMENTS

Please Note: Failure to comply with the instructions below could result in adelay in
receiving the Notice to Proceed. The District will not be responsiblefor time lost or costs
incurred due to failure to comply with these requirements. Please note the check-list of
documents needed at the end of this Appendix Four Insurance Requirement.

Without limiting the Consultant's indemnification of, or liability to, the Santa Clara Valley Water
District (“District” or “Valley Water”), the Consultant must provide and maintain at its own
expense, duringthe term of this Agreement, or as may be further required herein, the following
insurance coveragesand provisions as listed below.

In addition to certificates, Consultant must furnish District with copies of all original
endorsementsaffecting coverage required by this Appendix Four Insurance Requirements. The
certificates and endorsements are to be signedby a person authorized by that insurer to bind
coverage on its behalf. All endorsements and certificates are to be received and approved
by District before the Agreement is executed.In the event of a claim or dispute, District has
the right to require Consultant's insurer to provide complete, certified copies of all required
pertinent insurance policies, including endorsements affecting the coverage required by this
Appendix Four Insurance Requirement document. Such policies may be redacted to protect
proprietary information.

If your insurance broker has any questions about the above requirements, please advise
him/herto call Mr. David Cahen, District Risk Manager at (408) 630-2213.

Certificates of Insurance

Consultant shall furnish the District with a Certificate of Insurance. The certificates will be
issued on a standard ACORD Form.

Consultant shall submit all insurance certificates and required notices electronically in PDF
format to the designated District Contract Administratorand email a copy to
valleywater@ebix.com.

The certificates will:

1. ldentify the underwriters, the types of insurance, the insurance limits, and the policy
term;

2. Include copies of all the actual policy endorsements required herein; and

3. Inthe “Certificate Holder” box include:

Santa Clara Valley Water District
5750 Almaden Expressway

San Jose, CA 95118

Agreement A4726A /| PB No. VW0163

IMPORTANT: The agreement or PB number must be included.
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STANDARD ON-CALL CONSULTANT AGREEMENT
APPENDIX FOUR
INSURANCE REQUIREMENTS

In the Description of Operations/Locations/Vehicles/Special ltems Box:

1. Certificate Holder shall be included as Additional Insured via blanket endorsement for
CGL and auto insurance policies;

2. District agreement or project number shall appear;

3. The list of policies scheduled as underlying on the Umbrella policy shall be listed; and

4. Waiver of Subrogation must be indicated as endorsed to all CGL, auto and worker’s
compensation policies.

If Consultant receives any notice that any of the insurance policies required by this
Appendix Four Insurance Requirements may be cancelled or coverage reduced for
any reason whatsoever, Consultant shall provide written notice in a commercially
reasonable timeframe to the designated District Contract Administrator that such
insurance policy required by this Appendix Four Insurance Requirements is canceled
or coverage is reduced.

Maintenance of Insurance

If Consultant fails to maintain such insurance as is called for herein, District, at its option, may
suspend payment for work performed and/or may order Consultant to suspend all Consultant’s
work at Consultant’s expense until a new policy of insurance is in effect.

Renewal of Insurance

Consultant will provide the District with a current Certificate of Insurance and endorsements
within thirty (30) business days from the expiration of insurance request.

Consultant shall:

1. Submit all renewals of insurance certificates and required notices electronically in PDF
format to: valleywater@ebix.com
2. Provide the following information in the “Certificate Holder” box:

Santa Clara Valley Water District
5750 Almaden Expressway

San Jose, CA 95118

Agreement A4726A / PB No. VW0163

IMPORTANT: The agreement or PB number must be included.

Consultant must, at its sole cost and expense, procure and maintain during the entire period of
this Agreement the following insurance coverage(s)
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STANDARD ON-CALL CONSULTANT AGREEMENT
APPENDIX FOUR
INSURANCE REQUIREMENTS

Required Coverages

1.

Commercial General/Business Liability Insurance with coverage as indicated:

$1,000,000 per occurrence / $1,000,000 aggregate limits for bodily injury and
propertydamage

General Liability insurance must include:

a. Coverage at least as broad as found in standard ISO form CG 00 01.

b. Contractual Liability expressly including liability assumed under this contract.

c. If Consultant must be working within fifty (50) feet of a railroad or light rail operation,
any exclusion as to performance of operations within the vicinity of any railroad
bridge,trestle, track, roadbed, tunnel, overpass, underpass, or crossway must be
deleted, ora railroad protective policy in the above amounts provided.

d. Severability of Interest.

e. Broad Form Property Damage liability.

Business Auto Liability Insurance with coverage as indicated:

$1,000,000 combined single limit for bodily injury and property damage per
occurrence,covering allowed (if any), non-owned and hired vehicles.

Professional/Errors and Omissions Liability with coverage as indicated:

$1,000,000 per claim/ $1,000,000 aggregate

Professional/Errors and Omission Liability appropriate to the Consultant’s profession,
andmust include:

a. If coverage contains a deductible, or self-insured retention, Consultant shall be
solely responsible for meeting such deductible or self-insured retention.

b. Coverage shall include contractual liability

c. If coverage is claims-made:

i. Certificate of Insurance shall clearly state that the coverage is claims-made.

i Policy retroactive date must coincide with or precede the Consultant’s start of
work (including subsequent policies purchased as renewals or replacements).

iii.  Policy must allow for reporting of circumstances or incidents that might give
rise to future claims.

iv. Insurance must be maintained and evidence of insurance must be provided
for at least three (3) years after completion of the contract of work.

Workers' Compensation and Employer’s Liability Insurance

Statutory California Workers’ Compensation coverage covering all work to be
performedfor the District.

Employer Liability coverage for not less than $1,000,000 per occurrence.
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STANDARD ON-CALL CONSULTANT AGREEMENT
APPENDIX FOUR
INSURANCE REQUIREMENTS

General Requirements

With respect to all coverages noted above, the following additional requirements apply:

1.

Additional Insured Endorsement(s): Consultant must provide an additional insured
blanket endorsement for Commercial General/Business Liability (for both on-going and
completedoperations) and Business Automobile liability coverage including the Santa
Clara Valley Water District, its Directors, officers, employees, and agents,
individually andcollectively, as additional insureds, and must provide coverage for
acts, omissions, etc. arising out of the primary insureds’ activities and work. Other public
entities may also be added to the additional insured endorsement as applicable and the
Consultant will be notified of such requirement(s) by the District. NOTE: This section
does not apply to the Workers’ Compensation and Professional Liability policies.

(NOTE: Additional insured language on the Certificate of Insurance is NOT acceptable
without a separate blanket endorsement such as Form CG 20 10, CG 2033, CG 2037,
or CG 2038. Editions dated 07/04 are not acceptable.)

Primacy Clause: Consultant will provide evidence (either through the Certificate of
Insurance, endorsement or language in the insurance contract) that consultant’s
insurance is primary with respect to any other insurance which may be carried by the
District, its Directors, its officers, agents and employees, and the District's coverage
mustnot be called upon to contribute or share in the loss. NOTE: This section does not
applyto the Workers’ Compensation policies.

Cancellation Clause: Consultant will provide endorsements for all policies stating that
the policy will not be cancelled without 30 days prior notification to the District.

Acceptability of Insurers: All coverages must be issued by companies admitted to
conduct business in the State of California, which hold a current policy holder's alphabetic
and financial size category rating of not less than A- VII, according to the current Best's
KeyRating Guide or a company of equal financial stability that is approved by the
District’s Risk Manager. Non-Admitted companies may be substituted on a very limited
basis at theRisk Manager’s sole discretion.

Self-Insured Retentions or Deductibles:. Consultant will be responsible for all
deductibles or self-insured retentions. Consultant agrees that in the event of a claim
they will pay down any agreed upon SIR in a prompt manner as soon as bills are
incurred in order to trigger the insurance related to the SIR.

Subconsultants: The Consultant shall secure and maintain or shall be responsible for
ensuring that all subconsultants performing the Contract Services secure and maintain
all insurance coverages appropriate to their tier and scope of work in a form and from
insurance companies reasonably acceptable to the District.

Additional Insured Endorsement(s): Consultant must provide an additional insured
blanket endorsement for Commercial General/Business Liability (for both on-going and
completedoperations) and Business Automobile liability coverage including the Santa
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STANDARD ON-CALL CONSULTANT AGREEMENT
APPENDIX FOUR
INSURANCE REQUIREMENTS

Clara Valley Water District, its Directors, officers, employees, and agents,
individually andcollectively, as additional insureds, and must provide coverage for
acts, omissions, etc. arising out of the primary insureds’ activities and work. Other public
entities may also be added to the additional insured endorsement as applicable and the
Consultant will be notified of such requirement(s) by the District. NOTE: This section
does not apply to the Workers’ Compensation and Professional Liability policies.

(NOTE: Additional insured language on the Certificate of Insurance is NOT acceptable
without a separate blanket endorsement such as Form CG 20 10, CG 2033, CG 2037,
or CG 2038. Editions dated 07/04 are not acceptable.)

8. Primacy Clause: Consultant will provide evidence (either through the Certificate of
Insurance, endorsement or language in the insurance contract) that consultant’s
insurance is primary with respect to any other insurance which may be carried by the
District, its Directors, its officers, agents and employees, and the District's coverage
mustnot be called upon to contribute or share in the loss. NOTE: This section does not
applyto the Workers’ Compensation policies.

9. Cancellation: Consultant will provide endorsements for all policies stating that the
policy will not be cancelled without 30 days prior notification to the District.

10. Acceptability of Insurers: All coverages must be issued by companies admitted to
conduct business in the State of California, which hold a current policy holder's alphabetic
and financial size category rating of not less than A- VII, according to the current Best's
KeyRating Guide or a company of equal financial stability that is approved by the
District’s Risk Manager. Non-Admitted companies may be substituted on a very limited
basis at theRisk Manager’s sole discretion.

11. Self-Insured Retentions or Deductibles:. Consultant will be responsible for all
deductibles or self-insured retentions. Consultant agrees that in the event of a claim
they will pay down any agreed upon SIR in a prompt manner as soon as bills are
incurred in order to trigger the insurance related to the SIR.

12. Subconsultants: The Consultant shall secure and maintain or shall be responsible for
ensuring that all subconsultants performing the Contract Services secure and maintain
all insurance coverages appropriate to their tier and scope of work in a form and from
insurance companies reasonably acceptable to the District.

13. Amount of Liability not Limited to Amount of Insurance: The insurance procured by
Consultant for the benefit of the District must not be deemed to release or limit any liability
of Consultant. Damages recoverable by the District for any liability of Consultant must,
in any event, not be limited by the amount of the required insurance coverage.

14. Coverage to be Occurrence Based: Except for Professional Liability, all coverage
mustbe occurrence-based coverage. Claims-made coverage is not allowed.
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STANDARD ON-CALL CONSULTANT AGREEMENT

APPENDIX FOUR

INSURANCE REQUIREMENTS

15. Waiver of Subrogation: Consultant agrees to waive subrogation against the District to
the extent any loss suffered by Consultant is covered by any Commercial General Liability
policy, Automobile policy, Workers’ Compensation policy described in Required
Coverages above. Consultant agrees to advise its broker/agent/insurer and agrees to
provide evidence (either through the Certificate of Insurance, endorsement or language
in the insurance contract) that subrogation has been waived by its insurer.

16. Non-compliance: The District reserves the right to withhold payments to the Consultant
in the event of material noncompliance with the insurance requirements outlined above.

CHECK LIST OF DOCUMENTS

General Liability: A. Limits ($1,000,000)
Additional Insured (Endorsement)
C. Waiver of Subrogation (COI, Endorsement or
policy language)
D. Primacy (COI, Endorsement or policy language)
E. Cancellation Endorsement
Auto Liability: A. Limits ($1,000,000)
B. Additional Insured (Endorsement)
C. Waiver of Subrogation (COI, Endorsement or
policy language)
D. Primacy (COI, Endorsement or policy language)
E. Cancellation Endorsement
Umbrella: A. Limits (S)
B. Primacy (Endorsement or policy language)
Workers Comp: A. Limits ($1,000,000)
B. Waiver of Subrogation (Endorsement orpolicy language)
C. Cancellation Endorsement
Professional Liability: A. Limits ($1,000,000)
B. Cancellation Endorsement

Appendix Four ConsultantGL1AL1PL1_rev. 07.20.20/rev. 2/7/2023
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SCHEDULE OC
SCOPE OF SERVICES

A. Valley Water’s representatives are as listed below. Unless otherwise provided in this
Agreement, all correspondence to Valley Water must be addressed to Valley Water’'s
Project Manager (VWPM).

K. Anthony Mendiola (Valley Water Project Manager)
Program Administrator

Continual Improvement Team

Financial Planning & Management Services Division
Santa Clara Valley Water District

5750 Almaden Expressway

San Jose, CA 95118-3638

Phone: (408) 630-2437
Email: AMendiola@valleywater.org

Darin Taylor

Chief Financial Officer

Financial Planning & Management Services Division
Santa Clara Valley Water District

5750 Almaden Expressway

San Jose, CA 95118-3638

Phone: (408) 630-3068
Email: Dtaylor@valleywater.org

B. The Consultant’s Project Manager is as listed below. All Valley Water questions and
correspondence pertaining to this Agreement shall be referred to the Consultant’s Project
Manager.

Colleen Rozillis (Consultant Project Manager)
Consulting Director

999 Third Avenue, Suite 2800

Seattle, WA 98104

Phone: (206) 302-6795
Email: Colleen.Rozillis@mossadams.com

C. The Consultant’s Principal Officer for this Agreement is as listed below. As per the
Agreement, Section Twelve, Miscellaneous Provisions, subsection 21. Notices, all notices
pertaining to this Agreement must be submitted to the Consultant’s Principal Officer.

Colleen Rozillis (Consultant Project Manager)
Consulting Director

999 Third Avenue, Suite 2800

Seattle, WA 98104

Phone: (206) 302-6795
Email: Colleen.Rozillis@mossadams.com
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SCOPE OF SERVICES

2. Scope of Services

The objective of this Agreement for on-call Services is for the Consultant to perform On-Call
Management Services for Auditing Support (Project).

The Consultant’s project services will support the Board Audit Committee in fulfilling its duties,
responsibilities and program objectives as follows:

A. General Board Audit Committee services

1) Conduct performance audits as directed by the Board Audit Committee.

2) Prepare and deliver formal and informal audit reports and presentations.

3) Attend Board Audit Committee and Board meetings as needed.

4) Meet with Valley Water staff as needed.

5) Provide additional staff resources as determined by the Board Audit Committee.

B. Specific Audit Services

The Consultant will conduct certain performance audits as directed by the Board through
the Board Audit Committee.

1) Following the completion of any audit the auditor shall issue a report that contains

at a minimum:
An executive summary of the audit.
Methodology and data used.
The accuracy and fair representation of any financial transactions.
Compliance with applicable laws, regulations, voter mandates, and policies.
Effectiveness of internal controls governing Valley Water operations and finances.
Material strength and weaknesses of programs reviewed by the auditor.
Recommended improvements, if any.

@ oooow

2) Reports will be provided in an unalterable electronic format and/or written format as
requested for use by Valley Water.

All final audit reports are public documents under state and federal law and are to be made
available upon any public request.

C. Audit Plan & Priorities List

The Board Audit Committee’s Multi-Year Audit Work Plan and current Risk Assessment will
be provided by Valley Water.
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SCOPE OF SERVICES

3. Project Objectives

A

The performance audits should entail objective and systematic examination of evidence
to provide an independent assessment of the performance and management of a
program or function against objective criteria including best industry practices where
applicable.

. The performance audits may entail a broad or narrow scope of work, apply a variety of

methodologies, and involve various levels of analysis, research, or evaluation.

The performance audits could encompass a wide variety of objectives, including
assessing program effectiveness and results, economy and efficiency, internal control,
compliance with legal or other requirements or other analysis.

The performance audits will provide information to improve program operations and
facilitate decision making by parties with responsibility to oversee or initiate corrective
actions and improve public accountability.

All Services required pursuant to this Agreement will be provided only on an as-
needed/as-requested basis by the issuance of an authorized Task Order by Valley
Water to the Consultant(s). A project scope will be developed for each task order,
including deliverables for a total not-to-exceed amount. No work will be performed
without a task order. Any necessary references needed for work under a Task Order will
be provided along with issuance of a Task Order. The Consultant(s) will perform
services on a Task Order Basis as authorized by the VWPM, as set forth in the Standard
On-Call Consultant Agreement, Section Twelve, Miscellaneous Provisions, subsection
13. Task Orders.

4. Background

A

The mission of the Santa Clara Valley Water District, now known as Valley Water, is to
provide Silicon Valley safe, clean water for a healthy life, environment, and economy.

Valley Water is a public agency providing water supply, flood protection, and stream
stewardship for Santa Clara County. Valley Water manages an integrated water
resources system that includes the supply of clean safe water, flood protection and
stewardship of streams on behalf of Santa Clara County’s 2 million residents. Valley
Water effectively manages ten dams and surface water reservoirs, three water treatment
plants, a state-of-the-art water quality laboratory, and more than 275 miles of streams.
For information about Valley Water, visit www.valleywater.org.

. The Santa Clara Valley Water District (Valley Water) is the wholesale provider of water

in Santa Clara County. A Board of Directors elected by the citizens of Santa Clara
County, governs Valley Water through a variety of methods ranging from public
meetings and workshops to advisory committees and sub-committees. The Board’s
Audit Committee consists of three members of the Board. The Board Audit Committee
develops a plan and initiates audits to evaluate and review various programs and
functions of Valley Water. The Committee also develops a Risk Assessment and
provides guidance to staff regarding audit prioritization for Board audits. The audit work
plan and Risk Assessment are presented to the full Board for its consideration and
approval.
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The Board of Directors has established the following Board Committees to assist in
developing and recommending policies, and providing comment on activities in the
implementation of Valley Water's mission for board consideration:
https://www.valleywater.org/how-we-operate/committees/board-committees

5. Intent

A. Valley Water intends to award one or more separate consultants to perform on-call, as
needed, on-call technical support on a variety of water supply and planning issues
during the same timeframe, each for a three-year term and as outlined herein. Task
orders will be issued on a competitive basis when conflicts of interest do not exist.
There is no guarantee of any amount of work that will be given to the selected firms.

B. Task Orders will not be issued to Consultant when Consultant cannot perform the
Services due a conflict of interest or if all funds in this Agreement have been expended.

C. Conflict of Interest. In addition to Valley Water's General Terms and Conditions, the
following will apply with regard to conflict of interest:

1) Consultant may be awarded multiple Task Orders pursuant to this agreement, for the
same Valley Water project.

2) Consultant is precluded from performing services for any other entity, or in any other
capacity for Valley Water, on the same Valley Water project, for which a Task Order
has been issued.

3) If Consultant is already performing services on a Valley Water project, unrelated to
this Agreement, in any capacity, a Task Order related to that project will not be
issued pursuant to this Agreement.

6. Assumptions and Requirements
A. General Assumptions and Requirements

1) Manage Scope of Services. Consultant shall manage the Scope of Services such
that the work is completed within the Not-to-Exceed Fees limit and in accordance
with the Project schedule and ensure that all services and deliverables meet Valley
Water and Project objectives and requirements.

2) Deliverable Format. Consultant shall submit deliverables in electronic format and/or
hardcopy format, if requested. Deliverables shall be submitted in PDF and native
(editable) format, including Word documents, Excel spreadsheets, PowerPoint files,
AutoCAD files, etc. The hard copy deliverables shall be printed in professional
quality presentation and submitted in 5 (five) copies, if requested. Valley Water may
require original copies of signed documents and/or scanned (Adobe PDF) versions.

3) Review of Deliverables. Valley Water will review and comment on all Project
deliverables and forward to the Consultant for revision and preparation of final
versions. As determined by Valley Water, some of the deliverables may also be

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163
Standard On-Call Consultant Agreement-Admin-Gen
Ver. 2/7/2023

Page 38 of 48
Attachment 1

106 Page 38 of 48



DocuSign Envelope ID: C3AFD13F-3289-4A62-888B-C4A1410BB3E1

SCHEDULE OC
SCOPE OF SERVICES

subject to review and comment from regulatory agencies and stakeholders following
Valley Water review process. For each deliverable, Valley Water will collect
comments from all Valley Water stakeholders and provide a single set of
consolidated comments to the Consultant. The comments provided by Valley Water
staff during the workshops will be documented by the Consultant as meeting minutes
and will be included in the next revision of the documents.

Valley Water Quality Environmental Management System. Valley Water
maintains a Quality Environmental Management System (QEMS) which has
procedures, guidelines, and work instructions for the performance of various Valley
Water work. If requested, the Consultant will perform the applicable Agreement
tasks and/or sub-tasks in accordance with the QEMS framework. In such situations,
the VWPM will provide the Consultant with the specific QEMS procedure, guideline,
and/or work instruction prior to the preparation of such deliverables.

Consultant Responsibility. Consultant, with its expertise in performing the
Services described herein, is responsible for making the appropriate assumptions in
each task to complete each task’s deliverables and to achieve the Project objectives
of this Agreement as described in section 3. Project Objectives.

Document Control. The Consultant is responsible for establishing and maintaining
its own document control system to execute this Scope of Services. An internal
document control system for this Project is maintained by Valley Water.

File Exchange Service. Consultant will provide a file exchange service, accessible
to all parties as designated by Valley Water, to facilitate communications; particularly
of large files over three megabytes. Difficulties in using and transmitting information
with this exchange service shall be resolved by the Consultant. In the event that
transmitting or receiving information does not occur in a timely manner, Valley Water
will not be responsible for delays in completing Project work. Consultant may need
to coordinate with Valley Water’s Information Technology Division to address any
firewall issues and/or permissions required to allow for these communications.

B. Project-Specific Assumptions and Requirements

1)

Auditing Standards to be Followed: To meet requirements of this request for
proposal, the audit shall be performed in accordance with generally accepted
auditing standards as set forth by the American Institute of Certified Public
Accountants, the standards for financial audits set forth in the U.S. Government
Accountability Office’s Government Auditing Standards (July 2007 Revision), the
provisions of the Single Audit Act Amendments of 1996, the provisions of U.S.
Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and the International Organization
for Standardization (ISO) 9001:2015, Quality Management System, and ISO
14001:2015, Environmental Management System.
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Working Paper Retention and Access to Working Papers

a) All working papers and reports must be retained, at the auditor’s expense,
for a minimum of three years (3), unless the firm is notified in writing by the
SCVWD of the need to extend the retention period. The auditor will be
required to make working papers available, upon request, to the following
parties or their designee:

i. Santa Clara Valley Water District

ii.  Auditors or entities of which the SCVWD is a sub recipient of grants

iii. State of California

iv.  Parties designated by the SCVWD as part of an audit quality review
process

In the required reports on internal controls, the auditor shall communicate any
reportable conditions found during the audit. A reportable condition shall be
defined as “a significant deficiency in the design or operation of the internal
control structure which could adversely affect the organization’s ability to record,
process, summarize, and report program and financial data consistent with the
assertions of management.” Reportable conditions that are also material
weaknesses shall be identified as such in the report.

Non-reportable conditions discovered by the auditors shall be reported in a
separate letter to management, which shall be referred to in the reports on
internal controls.

Reports on compliance shall include all instances of noncompliance. Auditors
shall be required to make an immediate written report of all irregularities and
illegal acts of which they become aware to the following parties: Chairperson of
the Board Audit Committee, District Counsel, Chief Administrative Officer.

Upon completion of the audit and prior to issuing any audit reports or the
management letter, the auditor will participate in an exit conference with the
Board Audit Committee. Such exit conference will be scheduled as part of a
regular public meeting of the committee. The Board Audit Committee may
request additional public presentations on any and all audits.

C. Valley Water Contract and Resources: The auditor’s principal management contact at
Valley Water will be the Program Administrator of the Continual Improvement Team. The
Program Administrator will be available to assist the Board Audit Committee and the
auditor in completing the activities as outlined in this request for proposal. The Program
Administrator will act as liaison between the Board Audit Committee and the auditor and
assist in coordinating the activities of the Board Audit Committee.

1) The Clerk of the Board is responsible for scheduling and posting all meetings of the

Board Audit Committee in compliance with state law.

2) The Finance Department staff will be available to assist the auditor by providing

financial information, documentation and explanations.

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163
Standard On-Call Consultant Agreement-Admin-Gen

Ver. 2/7/2023

Page 40 of 48
Attachment 1

1 08 Page 40 of 48



DocuSign Envelope ID: C3AFD13F-3289-4A62-888B-C4A1410BB3E1

SCHEDULE OC
SCOPE OF SERVICES

3) The staff of the Santa Clara Valley Water District and responsible management
personnel will be available to assist the auditor by providing program information,
documents and explanations as needed to complete any and all audits.

D. The consultant auditor will be expected to provide their own office workspace and

equipment. The District may provide reasonable workspace, access to telephones and
photocopying services.

7. Scope of Services Tasks

The On-Call Scope of Services will generally include, but is not limited to the following
below. Tasks and deliverables will be determined on a task order basis.

Task 1 - General Audit Services

1.1

1.2

1.3

1.4

The Consultant shall manage the Scope of Services such that the work is completed
within the fixed not-to-exceed fee limit stated in a Task Order and in accordance with the
schedule and ensure that all services and deliverables meet the Internal Audit Program
requirements.

Valley Water maintains a Quality Environmental Management System (QEMS) which
has procedures, guidelines, and work instructions for the performance of various Valley
Water work. The Consultant shall perform the contract tasks and/or subtasks in
accordance with the QEMS framework. As needed, Valley Water Project Manager will
provide the Consultant with the specific QEMS procedure, guideline, and/or work
instruction prior to the production of deliverables.

Specific Sub-Tasks

1.3.1 Project Management and Coordination. Provide project management and
coordination of assigned task orders, conduct project meetings with VWPM and
Valley Water staff to review progress of assigned task orders. Prepare monthly
status reports detailing progress of assigned task orders. Meeting Agendas,
Minutes, and Presentations.

The Consultant’s project services will support the Board Audit Committee in fulfilling its
duties, responsibilities and program objectives as follows:

1.4.1 Conduct performance audits as directed by Board Audit Committee.
1.4.2 Prepare and deliver formal and informal audit reports and presentations.
1.4.3 Attend Board Audit Committee and Board Meetings, if requested.

Task 1 - Deliverables

1.

Formal and informal performance audit reports and presentations.

2. Attendance and participation at Board Audit Committee and Board Meetings as requested.
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Task 2 - Specific Audit Services

The Consultant will conduct certain audits as directed by the Board through the Board Audit
Committee.

21 Following the completion of any audit the auditor shall issue a report that contains at a
minimum:

An executive summary of the audit.

The methodology and data used.

A discussion/analysis of the accuracy and fair representation of any financial
transactions within the audit.

A discussion/analysis of program compliance with applicable laws, regulations,
voter mandates, and policies.

The effectiveness of internal controls governing District operations and finances.
The material strengths and weaknesses of programs reviewed by the auditor.
Recommended improvements, if any.
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2.2 Reports will be provided in a written and an unalterable electronic format for use by
Valley Water.

2.2.1 Allfinal audit reports are public documents under state and federal law and are to
be available upon any public request.

Task 2 - Deliverables
1. Audit reports
8. Attachments

The following listed Attachments are incorporated herein by this reference as though set
forth in full:

Attachment One - Fees and Payments

Attachment Two - Schedule of Completion

Attachment Three - Consultant’s Key Staff and Subconsultants
Attachment Four - Reference Materials
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SCHEDULE OC
ATTACHMENT ONE
FEES AND PAYMENTS

Total Authorized Funding

Total payment for Services performed, to the satisfaction of Valley Water, as described in the
Schedule and in all approved Task Orders will not exceed a total amount of $500,000 (Not-
to-Exceed or NTE). Under no conditions will the total compensation to the Consultant exceed
this NTE payment amount without prior written approval in the form of an amendment to this
Agreement executed by Valley Water’s Board of Directors (Board), or Chief Executive Officer,
or designee, as authorized by the Board. It is understood and agreed that this total is an
estimate, and the total amount of Services to be requested by Valley Water may be less.
There is no guarantee, either expressed or implied, as to the actual dollar amount that
will be authorized pursuant to this Agreement.

Terms and Conditions

A. Payments for Services performed, as described in each Task Order, which applies to the
specific Services, will be based on the following terms:

1) Valley Water will pay for Services provided by the Consultant according to the rates
for professional, technical, and administrative personnel, as well as materials and
supplies as listed below in the Hourly/Unit Rate Schedule.

2) The stated hourly rates are effective for the term of this Agreement unless otherwise
revised as indicated.

B. Reimbursable Expenses

1) All reimbursable expenses not already covered in overhead may include, but are not
limited to, mapping, rendering, printouts, leased equipment, mailing and delivery
services, printing services, film and processing, plotting, and supplies. These other
direct expenses as approved by Valley Water Project Manager (VWPM) will be billed
on a monthly basis at actual cost linked to each Agreement Task, provided that the
Task total NTE amount is not exceeded. Consultant shall provide receipts for each
other direct expense item(s) with monthly invoices submitted.

2) Equipment purchased on behalf of Valley Water that costs $50 or more must receive
the prior written approval of Valley Water Project Manager (VWPM). All equipment
purchased on behalf of Valley Water and paid for by Valley Water shall become the
property of Valley Water and be delivered to Valley Water prior to expiration of this
Agreement.

3) Travel expenses are reimbursed at actual costs. Travel and overnight
accommodations, including per diem, required for performance of this Agreement will
be paid at reasonable cost not to exceed the U.S. General Services Agency Per
Diem Rates for Sunnyvale/Palo Alto/San Jose, California area, provided prior
approval has been obtained from Valley Water Project Manager (VWPM). For air
travel, Valley Water will pay the cost of a coach class or equivalent ticket. Where air

On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163
Standard On-Call Consultant Agreement-Admin-Gen
Ver. 2/7/2023

Page 43 of 48
Attachment 1

1 1 1 Page 43 of 48



DocuSign Envelope ID: C3AFD13F-3289-4A62-888B-C4A1410BB3E1

SCHEDULE OC
ATTACHMENT ONE

FEES AND PAYMENTS

travel is required, Valley Water will pay the total cost of taxi, rideshare, public

transportation, or a rental car, which may include insurance, gas, car fee, and taxes
and will be paid at the actual costs incurred. Vehicle rental is limited to a compact or
economy model, unless prior approval has been obtained from Valley Water Project

Manager (VWPM) for a different type of vehicle.

4) No markup will apply for Consultant to manage Subconsultants, subcontractors and

vendors, including lab services.

5) For staff with rates exceeding the rate of ${RATE LIMIT]/hr., the Consultant must
obtain written approval from the Valley Water Project Manager (VWPM) as to the
numbers of hours per task prior to that individual working on the Project. [NOT

USED]

C. Prevailing Wage Requirements - NOT USED

HOURLY/UNIT RATE SCHEDULE

HOURLY/UNIT

HOURLY/UNIT

HOURLY/UNIT

RATE RATE
CLASSIFICATION/STAFF VAR 1 VEAR 2 VEAR 3

Consultant: Moss Adams
Project Manager/Ops. Lead (Director) $350 $359 $368
Quality Assurance Reviewer (Partner) $350 $359 $368
Leads (Senior Director/Director/Senior $300 $308 $316
Manager)
Analysts (Manager) $250 $257 $263
Analysts (Senior) $200 $205 $210
Analysts (Staff) $175 $180 $184

NOTE: ' — Year 2 and Year 3 hourly rates as detailed in 2.B. of this Attachment One to the Schedule OC Fees and Payment.
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ATTACHMENT TWO
SCHEDULE OF COMPLETION

1. This Agreement commences on the Effective Date, subject to accomplishment of all
conditions to formation of an agreement listed in the Agreement at Section Twelve,
Miscellaneous Provisions, subsection 2. Formation of Agreement.

2. This Agreement has a three (3) year term, with two one-year renewal options that may be
exercised at the sole discretion of Valley Water. The exercise of the options must be in the
form of a written amendment signed by both Parties.

3. Each Task Order will state the schedule for Consultant’s performance of that Task Order.

4. Valley Water and Consultant may agree to modify the schedule specified for Consultant’s
performance in an executed Task Order, as an administrative modification to the Task Order
and will confirm such modification in writing.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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ATTACHMENT THREE
CONSULTANT’S KEY STAFF AND SUBCONSULTANTS

1. Consultant’s key staff assigned to the Project are as follows:

Team Member

Classification

Project Role

Contact Information

manages team,
interfaces with
Valley Water

Colleen Rozillis, PMP | QA reviewer for | Project 999 Third Ave. #2800
performance Manager / Seattle, WA 98104
audits Director colleen.rozillis@mossadams.com
(206) 302-6795
Olga Darlington, CPA | QA reviewer for | Quality 999 Third Ave. #2800
utility operations | assurance, Seattle, WA 98104
utility Olga.Darlington@mossadams.com
operations /
Partner
operations /
Partner
Halie Garcia, CPA, Takes the lead Quality 999 Third Ave. #2800
CIA for tasks assurance, Seattle, WA 98104
assigned under | performance Halie.Garcia@mossadams.com
contract, audits / Partner | (505) 878-7208

Stephen Bacchetti,
CPA, CIA, CCA

Leads on tasks
focused on
contracts and
construction
performance
audits

Contracts and
construction
lead / Partner

999 Third Ave. #2800
Seattle, WA 98104
Stephen.Bacchetti@mossadams.com

Troy Hawes, CISA Leads on task Technology 999 Third Ave. #2800
focused on lead / Managing | Seattle, WA 98104
technology Director Troy.Hawes@mossadams.com
security
compliance
audits (e.g.,
HIPAA, PCI
DSS)
Tammy Lohr, CFE, Leads on Operations lead | 999 Third Ave. #2800
OoDCP operational / Senior Seattle, WA 98104
audits Manager Tammy.Lohr@mossadams.com

Chelsea Ritchie, CPA

Leads on tasks
focused on
accounting/
finance audits

Accounting and
finance lead /
Senior

999 Third Ave. #2800
Seattle, WA 98104
Chelsea.Ritchie@mossadams.com

On-Call Management Services for Auditing Support
Standard On-Call Consultant Agreement-Admin-Gen
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SCHEDULE OC
ATTACHMENT THREE
CONSULTANT’S KEY STAFF AND SUBCONSULTANTS

Team Member Classification Project Role Contact Information
Maria Stroth, CIA, Internal audit Analyst / 999 Third Ave. #2800
CGAP support Manager Seattle, WA 98104
Maria.Stroth@mossadams.com
Cameron Lagrone, Internal audit Analyst / 999 Third Ave. #2800
CIA, CGAP support Manager Seattle, WA 98104
Cameron.Lagrone@mossadams.com
Jordan Wahl Internal audit Analyst / 999 Third Ave. #2800
support Manager Seattle, WA 98104
Jordon.Wahl@mossadams.com
Henry Morris Internal audit Analyst / Senior | 999 Third Ave. #2800
support Seattle, WA 98104
Henry.Morris@mossadams.com
Jenny Fox, CPA Internal audit Analyst / Senior | 999 Third Ave. #2800
support Seattle, WA 98104
Jenny.Fox@mossadams.com
Brad Hagaman, Internal audit Analyst 999 Third Ave. #2800
Senior support Seattle, WA 98104
Brad.Hagaman@mossadams.com

2. The following Subconsultants are authorized to perform Services for this Agreement:

Firm Team Member Project Role Contact Information
None -
(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
On-Call Management Services for Auditing Support Agreement No. A4726A / PB File No. VW0163
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SCHEDULE OC
ATTACHMENT FOUR
REFERENCE MATERIALS

Ref No. Description
1 Santa Clara Valley Water District Non-Disclosure Agreement (NDA) (FC 1650)
2 ISO 9001 and 14001 standards (to be provided after award)

3 Annual Audit Work Plan as of 01/11/2022
https://scvwd.legistar.com/LegislationDetail.aspx?ID=5366628&GUID=20EQACC9-
E180-4CE5-921A-40BDA7D7F13C&0Options=&Search=

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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AMENDMENT NO. 1 TO STANDARD ON-CALL CONSULTANT AGREEMENT A4726A BY
AND BETWEEN SANTA CLARA VALLEY WATER DISTRICT AND
MOSS ADAMS, LLP, NOW KNOWN AS BAKER TILLY ADVISORY GROUP, LP

This Amendment No. 1 (Amendment), retroactively effective June 3, 2025 (Effective Date), as of
the date it is fully executed by the Parties, modifies the terms and conditions of Standard On-Call
Consultant Agreement A4726A, dated March 28, 2023, by and between SANTA CLARA VALLEY
WATER DISTRICT (District or Valley Water) and MOSS ADAMS LLP, a Washington limited
liability partnership, now known as BAKER TILLY ADVISORY GROUP, LP, a Delaware limited
partnership (Consultant), collectively, the Parties.

WHEREAS, Moss Adams LLP, now known as Baker Tilly Advisory Group, LP, entered into
an Agreement with Valley Water to perform on-call management services for auditing support,
commencing on March 28, 2023, with a three-year initial term and two one-year renewal options
that may be exercised at the sole discretion of Valley Water;

WHEREAS, on June 3, 2025, Moss Adams LLP merged with Baker Tilly Advisory Group, LP and
now operates under the Baker Tilly brand name (the “Transaction”);

WHEREAS, Moss Adams LLP’s project team under the Agreement remains unchanged following
its merger with Baker Tilly Advisory Group, LP;

WHERAS, Moss Adams LLP desires to assign the Agreement to Baker Tilly Advisory Group, LP;

WHEREAS, Baker Tilly Advisory Group, LP has provided evidence of insurance coverage
required by the Agreement, encompassing the retroactive effective term of this Amendment, both
from Moss Adams LLP and Baker Tilly Advisory Group, LP, for the respective time frames during
which each firm performed services for Valley Water; and

WHEREAS, the contact information for Moss Adam LLP’s key staff has changed following the
merger of Moss Adams LLP and Baker Tilly Advisory Group, LP, and the Parties desire to modify
the Agreement to reflect such changes.

NOW, THERFORE, in consideration of the mutual promises and agreements contained herein,
and notwithstanding anything to the contrary in the Agreement, Baker Tilly Advisory Group, LP
and Valley Water hereby agree as follows:

1. Valley Water consents to the assignment of the Agreement by Moss Adams LLP to Baker Tilly
Advisory Group, LP.

2. Baker Tilly Advisory Group, LP accepts the assignment of the Agreement as of the Effective
Date of this Amendment.

3. SCHEDULE OC, SCOPE OF SERVICES, is amended to update the contact information
for Consultant’s Project Manager and Principal Officer, Colleen Rozillis, as set forth in
REVISED SCHEDULE OC, SCOPE OF SERVICES, attached hereto and incorporated
herein by reference.

4. SCHEDULE OC, ATTACHMENT THREE, CONSULTANT'S KEY STAFF AND
SUBCONSULTANTS is amended to update the contact information for Consultant’s key
staff, as set forth in Revised Schedule OC, Revised Attachment Three, Consultant's Key
Staff and Subconsultants, attached hereto and incorporated herein by this reference.

Attachment 2
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IN

AMENDMENT NO. 1
TO STANDARD ON-CALL CONSULTANT AGREEMENT A4726A

5. STANDARD ON-CALL CONSULTANT AGREEMENT, APPENDIX FOUR, INSURANCE
REQUIREMENTS is amended, as set forth in APPENDIX IV INSURANCE-Consultant,
attached hereto and incorporated herein by this reference.

6. STANDARD ON-CALL CONSULTANT AGREEMENT, SECTION 12 (MISCELLANEOUS
PROVISIONS) is amended by including the following language as new section 24 titled,
“Alternative Practice Structure,” which shall read as follows:

Alternative Practice Structure

In connection with the Transaction, Consultant has been restructured into an alternative practice
structure with Consultant and Baker Tilly US, LLP (“BTUS") in accordance with the Code of
Professional Conduct of the American Institute of Certified Public Accountants (“AICPA”). As of
the Effective Date, BTUS, a licensed CPA firm, provides audit and attest services to Consultant’s
clients. Consultant provides non-attest services, such as tax, consulting, and other advisory
services. Consultant is not a licensed CPA firm. BTUS has a contractual arrangement with
Consultant whereby Consultant provides BTUS with administrative, operational and personnel
support to its professional services. As part of the Transaction, Moss Adams LLP transferred its
client files to Consultant to facilitate client services on a go-forward basis. Consultant will comply
with the AICPA Code of Professional Conduct, as applied to an alternative practice structure,
and applicable federal, state and local rules, with respect to the confidentiality of client
information. Client information will be kept confidential in accordance with all confidentiality,
privacy and security obligations that currently apply.

7. All other terms and conditions of Agreement A4726A not amended herein remain in full
force and effect.

WITNESS WHEREOF, THE PARTIES HAVE SET FORTH BELOW THEIR CONSENT TO

THE TERMS AND CONDITIONS OF THIS AMENDMENT NO. 1 TO AGREEMENT A4726A
THROUGH THE SIGNATURES OF THEIR DULY AUTHORIZED REPRESENTATIVES.

SANTA CLARA VALLEY WATER DISTRICT BAKER TILLY ADVISORY GROUP, LP
Valley Water Consultant
Signed by: W/ .
By: By: f{
Clayton Stilwell Colleen Rozillis
Unit Manager Managing Principal

Purchasing and Consultant Contracts Services

9/12/12025

Date: Date: 9-8-2025
Consultant’s Address:
999 Third Ave. #2800
Seattle, WA 98104
Amendment No. 1 to Agreement A4726A Agreement No. A4726A / PB File No. VW 0163
On-Call Management Services for Auditing Support

Ver. 09/02/2025
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AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC
SCOPE OF SERVICES

A. Valley Water's representatives are as listed below. Unless otherwise provided in this
Agreement, all correspondence to Valley Water must be addressed to Valley Water’s Project
Manager (VWPM).

K. Anthony Mendiola (Valley Water Project Manager)
Program Administrator

Continual Improvement Team

Financial Planning & Management Services Division
Santa Clara Valley Water District

5750 Almaden Expressway

San Jose, CA 95118-3638

Phone: (408) 630-2437
Email: AMendiola@valleywater.org

Darin Taylor

Chief Financial Officer

Financial Planning & Management Services Division
Santa Clara Valley Water District

5750 Almaden Expressway

San Jose, CA 95118-3638

Phone: (408) 630-3068
Email: Dtaylor@valleywater.org

B. The Consultant's Project Manager is as listed below. All Valley Water questions and
correspondence pertaining to this Agreement shall be referred to the Consultant’s Project
Manager.

Colleen Rozillis (Consultant Project Manager)
Consulting Director
999 Third Avenue, Suite 2800

Seattle, WA 98104

Phone: (206) 302-6795
Email: Colleen.Rozillis@bakertilly.com

C. The Consultant's Principal Officer for this Agreement is as listed below. As per the
Agreement, Section Twelve, Miscellaneous Provisions, subsection 21. Notices, all notices
pertaining to this Agreement must be submitted to the Consultant’s Principal Officer.

Colleen Rozillis (Consultant Project Manager)
Consulting Director

999 Third Avenue, Suite 2800

Seattle, WA 98104

Phone: (206) 302-6795
Email: Colleen.Rozillis@bakertilly.com

Amendment No. 1 to Agreement A4726A Agreement No. A4726A / PB File No. VW0163
On-Call Management Services for Auditing Support
Ver. 09/02/2025
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AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC
SCOPE OF SERVICES

1. Scope of Services (Unchanged)

The objective of this Agreement for on-call Services is for the Consultant to perform On-Call
Management Services for Auditing Support (Project).

The Consultant’s project services will support the Board Audit Committee in fulfilling its duties,
responsibilities and program objectives as follows:

A. General Board Audit Committee services

1) Conduct performance audits as directed by the Board Audit Committee.

2) Prepare and deliver formal and informal audit reports and presentations.

3) Attend Board Audit Committee and Board meetings as needed.

4) Meet with Valley Water staff as needed.

5) Provide additional staff resources as determined by the Board Audit Committee.

B. Specific Audit Services

The Consultant will conduct certain performance audits as directed by the Board through
the Board Audit Committee.

1) Following the completion of any audit the auditor shall issue a report that contains at a
minimum;

An executive summary of the audit.

Methodology and data used.

The accuracy and fair representation of any financial transactions.

Compliance with applicable laws, regulations, voter mandates, and policies.

Effectiveness of internal controls governing Valley Water operations and finances.

Material strength and weaknesses of programs reviewed by the auditor.

Recommended improvements, if any.

NoohkwhN =

2) Reports will be provided in an unalterable electronic format and/or written format as
requested for use by Valley Water.

All final audit reports are public documents under state and federal law and are to be made
available upon any public request.

C. Audit Plan & Priorities List

The Board Audit Committee’s Multi-Year Audit Work Plan and current Risk Assessment will
be provided by Valley Water.

Amendment No. 1 to Agreement A4726A Agreement No. A4726A / PB File No. VW0163
On-Call Management Services for Auditing Support
Ver. 09/02/2025
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AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC
SCOPE OF SERVICES

2. Project Objectives (Unchanged)

A.

The performance audits should entail objective and systematic examination of evidence
to provide an independent assessment of the performance and management of a
program or function against objective criteria including best industry practices where
applicable.

The performance audits may entail a broad or narrow scope of work, apply a variety of
methodologies, and involve various levels of analysis, research, or evaluation.

The performance audits could encompass a wide variety of objectives, including
assessing program effectiveness and results, economy and efficiency, internal control,
compliance with legal or other requirements or other analysis.

The performance audits will provide information to improve program operations and
facilitate decision making by parties with responsibility to oversee or initiate corrective
actions and improve public accountability.

All Services required pursuant to this Agreement will be provided only on an as-
needed/as-requested basis by the issuance of an authorized Task Order by Valley
Water to the Consultant(s). A project scope will be developed for each task order,
including deliverables for a total not-to-exceed amount. No work will be performed
without a task order. Any necessary references needed for work under a Task Order will
be provided along with issuance of a Task Order. The Consultant(s) will perform
services on a Task Order Basis as authorized by the VWPM, as set forth in the Standard
On-Call Consultant Agreement, Section Twelve, Miscellaneous Provisions, subsection
13. Task Orders.

3. Background (Unchanged)

A

The mission of the Santa Clara Valley Water District, now known as Valley Water, is to
provide Silicon Valley safe, clean water for a healthy life, environment, and economy.

Valley Water is a public agency providing water supply, flood protection, and stream
stewardship for Santa Clara County. Valley Water manages an integrated water
resources system that includes the supply of clean safe water, flood protection and
stewardship of streams on behalf of Santa Clara County’s 2 million residents. Valley
Water effectively manages ten dams and surface water reservoirs, three water treatment
plants, a state-of-the-art water quality laboratory, and more than 275 miles of streams.
For information about Valley Water, visit www.valleywater.org.

The Santa Clara Valley Water District (Valley Water) is the wholesale provider of water
in Santa Clara County. A Board of Directors elected by the citizens of Santa Clara
County, governs Valley Water through a variety of methods ranging from public
meetings and workshops to advisory committees and sub-committees. The Board's
Audit Committee consists of three members of the Board. The Board Audit Committee
develops a plan and initiates audits to evaluate and review various programs and
functions of Valley Water. The Committee also develops a Risk Assessment and
provides guidance to staff regarding audit prioritization for Board audits. The audit work
plan and Risk Assessment are presented to the full Board for its consideration and
approval.

Amendment No. 1 to Agreement A4726A Agreement No. A4726A / PB File No. VW0163
On-Call Management Services for Auditing Support
Ver. 09/02/2025
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AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC
SCOPE OF SERVICES

The Board of Directors has established the following Board Committees to assist in
developing and recommending policies, and providing comment on activities in the
implementation of Valley Water’'s mission for board consideration:
https://www.valleywater.org/how-we-operate/committees/board-committees

4. Intent (Unchanged)

A.

Valley Water intends to award one or more separate consultants to perform on-call, as
needed, on-call technical support on a variety of water supply and planning issues
during the same timeframe, each for a three-year term and as outlined herein. Task
orders will be issued on a competitive basis when conflicts of interest do not exist.
There is no guarantee of any amount of work that will be given to the selected firms.

. Task Orders will not be issued to Consultant when Consultant cannot perform the

Services due to a conflict of interest or if all funds in this Agreement have been
expended.

Conflict of Interest. In addition to Valley Water's General Terms and Conditions, the
following will apply with regard to conflict of interest:

1) Consultant may be awarded multiple Task Orders pursuant to this agreement, for the
same Valley Water project.

2) Consultant is precluded from performing services for any other entity, or in any other
capacity for Valley Water, on the same Valley Water project, for which a Task Order
has been issued.

3) If Consultant is already performing services on a Valley Water project, unrelated
to this Agreement, in any capacity, a Task Order related to that project will not be
issued pursuant to this Agreement.

5. Assumptions and Requirements (Unchanged)

A. General Assumptions and Requirements

1) Manage Scope of Services. Consultant shall manage the Scope of Services
such that the work is completed within the Not-to-Exceed Fees limit and in
accordance with the Project schedule and ensure that all services and
deliverables meet Valley Water and Project objectives and requirements.

2) Deliverable Format. Consultant shall submit deliverables in electronic format
and/or hardcopy format, if requested. Deliverables shall be submitted in PDF and
native (editable) format, including Word documents, Excel spreadsheets,
PowerPoint files, AutoCAD files, etc. The hard copy deliverables shall be printed in
professional quality presentation and submitted in 5 (five) copies, if requested.
Valley Water may require original copies of signed documents and/or scanned
(Adobe PDF) versions.

3) Review of Deliverables. Valley Water will review and comment on all Project
deliverables and forward to the Consultant for revision and preparation of final

Amendment No. 1 to Agreement A4726A Agreement No. A4726A / PB File No. VW0163
On-Call Management Services for Auditing Support
Ver. 09/02/2025
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4)

5)

6)

AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC
SCOPE OF SERVICES

versions. As determined by Valley Water, some of the deliverables may also be'
subject to review and comment from regulatory agencies and stakeholders
following Valley Water review process. For each deliverable, Valley Water will
collect comments from all Valley Water stakeholders and provide a single set of
consolidated comments to the Consultant. The comments provided by Valley Water
staff during the workshops will be documented by the Consultant as meeting
minutes and will be included in the next revision of the documents.

Valley Water Quality Environmental Management System. Valley Water
maintains a Quality Environmental Management System (QEMS) which has
procedures, guidelines, and work instructions for the performance of various
Valley Water work. If requested, the Consultant will perform the applicable
Agreement tasks and/or sub-tasks in accordance with the QEMS framework. In
such situations, the VWPM will provide the Consultant with the specific QEMS
procedure, guidelines, and/or work instruction prior to the preparation of such
deliverables.

Consultant Responsibility. Consultant, with its expertise in performing the
Services described herein, is responsible for making the appropriate assumptions
in each task to complete each task’s deliverables and to achieve the Project
objectives of this Agreement as described in section 3. Project Objectives.

Document Control. The Consultant is responsible for establishing and
maintaining its own document control system to execute this Scope of Services.
An internal document control system for this Project is maintained by Valley
Water.

7) File Exchange Service. Consultant will provide a file exchange service, accessible

to all parties as designated by Valley Water, to facilitate communications;
particularly of large files over three megabytes. Difficulties in using and
transmitting information with this exchange service shall be resolved by the
Consultant. In the event that transmitting or receiving information does not occur in
a timely manner, Valley Water will not be responsible for delays in completing
Project work. Consultant may need to coordinate with Valley Water’s Information
Technology Division to address any firewall issues and/or permissions required to
allow for these communications.

B. Project-Specific Assumptions and Requirements

1) Auditing Standards to be Followed: To meet requirements of this request for

proposal, the audit shall be performed in accordance with generally accepted
auditing standards as set forth by the American Institute of Certified Public
Accountants, the standards for financial audits set forth in the U.S. Government
Accountability Office’s Government Auditing Standards (July 2007 Revision), the
provisions of the Single Audit Act Amendments of 1996, the provisions of U.S.
Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and the International Organization
for Standardization (ISO) 9001:2015, Quality Management System, and ISO
14001:2015, Environmental Management System.

Amendment No. 1 to Agreement A4726A Agreement No. A4726A./ PB File No. VW0163
On-Call Management Services for Auditing Support

Ver. 09/02/2025

Attachment 2

123 Page 7 of 19



Docusign Envelope ID: BCD16690-A077-4606-B623-D1F234DADA8SF

AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC
SCOPE OF SERVICES

2) Working Paper Retention and Access to Working Papers

3)

4)

5)

6)

a) All working papers and reports must be retained, at the auditor's expense,
for a minimum of three years (3), unless the firm is notified in writing by the
SCVWD of the need to extend the retention period. The auditor will be
required to make working papers available, upon request, to the following
parties or their designee:

i. Santa Clara Valley Water District
ii.  Auditors or entities of which the SCVWD is a sub recipient of grants
iii. State of California
iv. Parties designated by the SCVWD as part of an audit quality
review process

in the required reports on internal controls, the auditor shall communicate any
reportable conditions found during the audit. A reportable condition shall be
defined as “a significant deficiency in the design or operation of the internal
control structure which could adversely affect the organization’s ability to record,
process, summarize, and report program and financial data consistent with the
assertions of management.” Reportable conditions that are also material
weaknesses shall be identified as such in the report.

Non-reportable conditions discovered by the auditors shall be reported in a
separate letter to management, which shall be referred to in the reports on
internal controls.

Reports on compliance shall include all instances of noncompliance. Auditors
shall be required to make an immediate written report of all irregularities and
illegal acts of which they become aware to the following parties: Chairperson of
the Board Audit Committee, District Counsel, Chief Administrative Officer.

Upon completion of the audit and prior to issuing any audit reports or the
management letter, the auditor will participate in an exit conference with the
Board Audit Committee. Such exit conference will be scheduled as part of a
regular public meeting of the committee. The Board Audit Committee may
request additional public presentations on any and all audits.

C. Valley Water Contract and Resources: The auditor’s principal management contact at
Valley Water will be the Program Administrator of the Continual Improvement Team. The
Program Administrator will be available to assist the Board Audit Committee and the
auditor in completing the activities as outlined in this request for proposal. The Program
Administrator will act as liaison between the Board Audit Committee and the auditor and
assist in coordinating the activities of the Board Audit Committee.

1) The Clerk of the Board is responsible for scheduling and posting all meetings of the

Board Audit Committee in compliance with state law.

2) The Finance Department staff will be available to assist the auditor by providing

financial information, documentation and explanations.

Amendment No. 1 to Agreement A4726A Agreement No. A4726A / PB File No. VW0163
On-Call Management Services for Auditing Support
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AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC
SCOPE OF SERVICES

3) The staff of the Santa Clara Valley Water District and responsible management
personnel will be available to assist the auditor by providing program information,
documents and explanations as needed to complete any and all audits.

D. The consultant auditor will be expected to provide their own office workspace and

equipment. The District may provide reasonable workspace, access to telephones and
photocopying services.

6. Scope of Services Tasks (Unchanged)

The On-Call Scope of Services will generally include, but is not limited to the following
below. Tasks and deliverables will be determined on a task order basis.

Task 1 - General Audit Services (Unchanged)

1.1

1.2

1.3

14

The Consultant shall manage the Scope of Services such that the work is completed
within the fixed not-to-exceed fee limit stated in a Task Order and in accordance with the
schedule and ensure that all services and deliverables meet the Internal Audit Program
requirements.

Valley Water maintains a Quality Environmental Management System (QEMS) which
has procedures, guidelines, and work instructions for the performance of various Valley
Water work. The Consultant shall perform the contract tasks and/or subtasks in
accordance with the QEMS framework. As needed, Valley Water Project Manager will
provide the Consultant with the specific QEMS procedure, guideline, and/or work
instruction prior to the production of deliverables.

Specific Sub-Tasks

1.3.1 Project Management and Coordination. Provide project management and
coordination of assigned task orders, conduct project meetings with VWPM and
Valley Water staff to review progress of assigned task orders. Prepare monthly
status reports detailing progress of assigned task orders. Meeting Agendas,
Minutes, and Presentations.

The Consultant’s project services will support the Board Audit Committee in fulfilling its
duties, responsibilities and program objectives as follows:

14.1 Conduct performance audits as directed by Board Audit Committee.
14.2 Prepare and deliver formal and informal audit reports and presentations.
14.3 Attend Board Audit Committee and Board Meetings, if requested.

Task 1 — Deliverables (Unchanged)

1.

Formal and informal performance audit reports and presentations.

2. Attendance and participation at Board Audit Committee and Board Meetings as requested.

Amendment No. 1 to Agreement A4726A Agreement No. A4726A / PB File No. VWO0163
On-Call Management Services for Auditing Support
Ver. 09/02/2025
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AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC
SCOPE OF SERVICES

Task 2 - Specific Audit Services (Unchanged)

The Consultant will conduct certain audits as directed by the Board through the Board Audit
Committee.

21 Following the completion of any audit the auditor shall issue a report that contains at a
minimum:

2.1.1  An executive summary of the audit.

2.1.2 The methodology and data used.

2.1.3 Adiscussion/analysis of the accuracy and fair representation of any financial
transactions within the audit.

2.1.4 Adiscussion/analysis of program compliance with applicable laws, regulations,
voter mandates, and policies.

2.1.5 The effectiveness of internal controls governing District operations and finances.

216 The material strengths and weaknesses of programs reviewed by the auditor.

2.1.7 Recommended improvements, if any.

2.2 Reports will be provided in a written and an unalterable electronic format for use by
Valley Water.

2.2.1 Allfinal audit reports are public documents under state and federal law and are to
be available upon any public request.

Task 2 — Deliverables (Unchanged)
1) Audit reports

7. Attachments (Revised)

The following listed Attachments are incorporated herein by this reference as though set
forth in full:

Attachment One — Fees and Payments

Attachment Two - Schedule of Completion

Revised Attachment Three —Consultant’s Key Staff and Subconsultants
Attachment Four - Reference Materials

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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AMENDMENT NO. 1 TO AGREEMENT A4726A
REVISED SCHEDULE OC

ATTACHMENT THREE
CONSULTANT’S KEY STAFF AND SUBCONSULTANTS

1. Consultant’s key staff assigned to the Project are as follows:

finance audits

Team Member Classification Project Role Contact Information
Colleen Rozillis, PMP | QA reviewer for Project 999 Third Ave. #2800
performance Manager/ Seattle, WA 98104
audits Director colleen.rozillis@bakertilly.com
(206) 302-6795
Olga Darlington, CPA | QA reviewer for | Quality 999 Third Ave. #2800
utility operations | assurance, Seattle, WA 98104
utility Olga.Darlington@bakertilly.com
operations /
Partner
operations/
Partner
Halie Garcia, CPA, Takes the lead Quality 999 Third Ave. #2800
CIA for tasks assurance, Seattle, WA 98104
assigned under | performance Halie.Garcia@bakertilly.com
contract, audits/ Partner | (505) 878-7208
manages team,
interfaces with
Valley Water
Stephen Bacchetti, Leads on tasks Contracts and 999 Third Ave. #2800
CPA, CIA, CCA focused on construction Seattle, WA 98104
contracts and lead / Partner Stephen.Bacchetti@bakertilly.com
construction
performance
audits
Troy Hawes, CISA Leads on task Technology 999 Third Ave. #2800
focused on lead / Managing | Seattle, WA 98104
technology Director Troy.Hawes@bakertilly.com
security
compliance
audits (e.g.,
HIPAA, PCI
DsS)
Tammy Lohr, CFE, Leads on Operations lead | 999 Third Ave. #2800
ODCP operational / Senior Seattle, WA 98104
audits Manager Tammy.Lohr@bakertilly.com
Chelsea Ritchie, CPA Leads on tasks Accountingand | 999 Third Ave. #2800
focused on finance lead / Seattle, WA 98104
accounting/ Senior Chelsea.Ritchie@bakertilly.com
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Team Member

Classification

Project Role

Contact Information

Maria Stroth, CIA, Internal audit Analyst/ 999 Third Ave. #2800
CGAP support Manager Seattle, WA 98104
Maria.Stroth@bakertilly.com
Cameron Lagrone, Internal audit Analyst/ 999 Third Ave. #2800
CIA, CGAP support Manager Seattle, WA 98104
Cameron.Lagrone@bakertilly.com
Jordan Wahl Internal audit Analyst/ 999 Third Ave. #2800
support Manager Seattle, WA 98104
Jordon.Wahl@bakertilly.com
Henry Morris Internal audit Analyst / Senior | 999 Third Ave. #2800
support Seattle, WA 98104
Henry.Morris@bakertilly.com
Jenny Fox, CPA Internal audit Analyst / Senior | 999 Third Ave. #2800
support Seattle, WA 98104
Jenny.Fox@bakertilly.com
Brad Hagaman, Internal audit Analyst 999 Third Ave. #2800
Senior support Seattle, WA 98104

Brad.Hagaman@bakertilly.com

2. The following Subconsultants are authorized to perform Services for this Agreement:

Firm

Team Member

Project Role

Contact Information

None

Amendment No. 1 to Agreement A4726A
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Please Note: Failure to comply with the instructions below could result in a
delay in receiving the Notice to Proceed. The District will not be responsible
for time lost or costs incurred due to failure to comply with these
requirements. Please note the check-list of documents needed at the end of
this Appendix IV insurance requirement.

Without limiting the Consultant's indemnification of, or liability to, the Santa Clara Valley Water District
(“District” or “Valley Water”), the Consultant must provide and maintain at its own expense, during
the term of this Agreement, or as may be further required herein, the following insurance coverages
and provisions as listed below.

Consultant must provide its insurance broker(s)/agent(s) with a copy of these requirements and
warrants that these requirements have been reviewed by Consultant’s insurance agent(s) and/or
broker(s), who have been instructed by Consultant to procure the insurance coverage required
herein.

In addition to certificates, Consultant must furnish District with copies of all original endorsements
affecting coverage required by this Appendix. The certificates and endorsements are to be signed
by a person authorized by that insurer to bind coverage on its behalf. All endorsements and
certificates are to be received and approved by District before the Agreement is executed.
In the event of a claim or dispute, District has the right to require Consultant's insurer to provide
complete, certified copies of all required pertinent insurance policies, including endorsements
affecting the coverage required by this Appendix insurance document.

If your insurance broker has any questions about the above requirements, please advise him/her
to email Valley Water Risk Manager at RiskManager@valleywater.org.

Certificates of Insurance

Consultant shall furnish the District with a Certificate of Insurance. The certificates will be
issued on a standard ACORD Form.

Consultant shall instruct their insurance broker/agent to submit all insurance certificates and
required notices electronically in PDF format to the designated District Contract Administrator
and email a copy to valleywater@ebix.com.

The certificates will:

1. ldentify the underwriters, the types of insurance, the insurance limits, the deductibles and
the policy term;

2. Include copies of all the actual policy endorsements required herein; and

3. Inthe “Certificate Holder” box include:

Santa Clara Valley Water District
5750 Almaden Expressway

San Jose, CA 95118
Agreement/CAS No. VW0163

IMPORTANT: The agreement or CAS number must be included.

Amendment No. 1 to Agreement A4726A Agreement A4726A / PB File No. VW0163
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In the Description of Operations/Locations/\VVehicles/Special ltems Box:

1. Certificate Holder shall be named as Additional Insured,;

2. District agreement or project number shall appear;

3. The list of policies scheduled as underlying on the Umbrella policy shall be listed; and
4. Waiver of Subrogation must be indicated as endorsed to all policies.

If Consultant receives any notice that any of the insurance policies required by this
Appendix IV Insurance may be cancelled or coverage reduced for any reason
whatsoever, Consultant or insurer shall immediately provide written notice to the
designated District Contract Administrator that such insurance policy required by this
Appendix IV Insurance is canceled or coverage is reduced.

Maintenance of Insurance

If Consultant fails to maintain such insurance as is called for herein, District, at its option, may
suspend payment for work performed and/or may order Consultant to suspend all Consultant’s
work at Consultant’s expense until a new policy of insurance is in effect.

Renewal of Insurance

Consultant will provide the District with a current Certificate of Insurance and endorsements
within thirty (30) business days from the expiration of insurance.

Consultant shall instruct its insurance broker/agent to:

1. Submit all renewals of insurance certificates and required notices electronically in PDF
format to:

valleywater@ebix.com

2. Provide the following information in the “Certificate Holder” box:

Santa Clara Valley Water District
5750 Almaden Expressway

San Jose, CA 95118
Agreement/CAS No. VW0163

IMPORTANT: The agreement or CAS number must be included.
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. Consultant must, at its sole cost and expense, procure and maintain during the entire period of
this Agreement the following insurance coverage(s).

Required Coverages

1.

Commercial General/Business Liability Insurance with coverage as indicated:

$2,000,000 per occurrence / $2,000,000 aggregate limits for bodily injury and property
damage

General Liability insurance must include without limitation:

a. Coverage at least as broad as found in standard ISO form CG 00 01.

b. Contractual Liability expressly including liability assumed under this contract.

c. If Consultant must be working within fifty (50) feet of a railroad or light rail operation,
any exclusion as to performance of operations within the vicinity of any railroad bridge,
trestle, track, roadbed, tunnel, overpass, underpass, or crossway must be deleted, or
a railroad protective policy in the above amounts provided.

d. Severability of Interest.

e. Broad Form Property Damage liability.

Business Auto Liability Insurance with coverage as indicated:

$1,000,000 combined single limit for bodily injury and property damage per occurrence,
covering all owned, non-owned and hired vehicles.

Professional/Errors and Omissions Liability with coverage shall include without
limitation:

$5,000,000 per claim/ $5,000,000 aggregate

Professional/Errors and Omission Liability appropriate to the Consultant’s profession, and
the policy shall include:

a. Coverage for the entirety of Contractor's and its Subcontractors’, Sub-
Subcontractors’, and Design Consultants’ professional services performed for the
Project (i.e., coverage shall include, but not be limited to, direct services provided
by Contractor and those services provided on by any of its Subcontractors, Sub-
Subcontractors, or Design Consultants of any tier).

b. If coverage contains a deductible, or self-insured retention, it shall not be greater
than one hundred thousand dollars ($100,000) per occurrence/event.

c. The policy shall also provide rectification coverage (coverage for Defects).

d. The policy shall not include exclusions arising out of: (1) contractual liability or
liability assumed under contract and shall expressly insure, to the fullest extent
permitted by applicable law, the indemnity obligations set forth in this Exhibit; (2)
any guarantees or warranties by Contractor; (3) faulty workmanship that is the
result of a negligent act, error, or omission in the performance of professional
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services; and (4) damage to property in the care, custody, or control of
Contractor.

This insurance shall, at a minimum, have a retroactive date which is the same as
or predates Owner’s Notice to Proceed.

This insurance must be maintained for at least ten (10) years after Final
Completion of the Project by Owner, or to the applicable Statute of Repose in the
jurisdiction where the Project is located, whichever is longer.

$1,000,000 per claim/ $2,000,000 aggregate.

a.

Liability arising from the unauthorized access to, disclosure, acquisition, loss,
dissemination and/or use of Confidential Information. For purposes of this
section, “Confidential Information” shall include but not limited to, personally
identifiable information (P1l), protected health information (PHI), financial
accountant information, security codes, access codes, passwords, security codes
or personal identification numbers (PINS), and any other information protected by
the Agreement or applicable privacy laws;

Costs arising from mandatory or contractual notifications related to unauthorized
access, disclosure, acquisition, loss, or use of confidential information and related
mitigation costs, including but not limited to, credit monitoring, identity theft
protection services, call center support, forensic investigation, legal fees, and
regulatory fines or penalties imposed under the California Consumer Privacy Act
(CCPA), California Privacy Rights Act (CPRA), or other applicable privacy and data
protection laws;

Certificate of Insurance shall clearly state that the coverage is claims-made.

Policy retroactive date must coincide with or precede the Consultant’s start of work
(including subsequent policies purchased as renewals or replacements).

Policy must allow for reporting of circumstances or incidents that might give rise to
future claims.

Insurance must be maintained and evidence of insurance must be provided for at
least three (3) years after completion of the contract of work.

4. Workers' Compensation and Employer’s Liability Insurance

Statutory California Workers’ Compensation coverage covering all work to be performed
for the District.

Employer Liability coverage for not less than $1,000,000 per occurrence.

Amendment No. 1 to Agreement A4726A Agreement A4726A / PB File No. VW0163
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General Requirements

With respect to all coverages noted above, the following additional requirements apply:

1. Additional Insured Endorsement(s): Consultant must provide an additional insured
endorsement for Commercial General/Business Liability (for both on-going and completed
operations) and Business Automobile liability coverage naming the Santa Clara Valley
Water District, its Directors, officers, employees, and agents, individually and
collectively, as additional insureds, and must provide coverage for acts, omissions, etc.
arising out of the named insureds’ activities and work. Other public entities may also be
added to the additional insured endorsement as applicable and the Consultant will be
notified of such requirement(s) by the District. NOTE: This section does not apply to the
Workers’ Compensation and Professional Liability policies.

(NOTE: Additional insured language on the Certificate of Insurance is NOT acceptable
without a separate endorsement such as Form CG 20 10, CG 2033, CG 2037, or CG
2038. Editions dated 07/04 are not acceptable.)

2. Primacy Clause: Consultant will provide evidence (either through the Certificate of
Insurance, endorsement or language in the insurance contract) that consultant's insurance
is primary with respect to any other insurance which may be carried by the District, its
Directors, its officers, agents and employees, and the District's coverage must not be
called upon to contribute or share in the loss. NOTE: This section does not apply to the
Workers’ Compensation policies.

3. Cancellation Clause: Consultant will provide endorsements for all policies stating that
the policy will not be cancelled without 30 days prior notification to the District.

4. Acceptability of Insurers: All coverages must be issued by companies admitted to
conduct business in the State of California, which hold a current policy holder's alphabetic
and financial size category rating of not less than A- V, according to the current Best's Key
Rating Guide or a company of equal financial stability that is approved by the District's
Risk Manager. Non-Admitted companies may be substituted on a very limited basis at the
Risk Manager’s sole discretion.

5. Self-insured Retentions or Deductibles: Any deductibles or self-insured retentions
must be declared to and approved by the District. At the option of the District, either: the
insurer shall reduce or eliminate such deductibles or self-insured retentions as respects
the District, its officers, officials, employees and volunteers; or the Consultant shall
provide a financial guarantee satisfactory to the Entity guaranteeing payment of losses
and related investigations, claim administration, and defense expenses. Consultant
agrees that in the event of a claim they will pay down any agreed upon SIR in a prompt
manner as soon as bills are incurred in order to trigger the insurance related to the SIR.

6. Subconsultants: The Consultant shall secure and maintain or shall be responsible for
ensuring that all subconsultants performing the Contract Services secure and maintain all
insurance coverages appropriate to their tier and scope of work in a form and from
insurance companies reasonably acceptable to the District.

Amendment No. 1to Agreement A4726A Agreement A4726A/ PB File No. VW0163
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7. Amount of Liability not Limited to Amount of Insurance: The insurance procured by
Consultant for the benefit of the District must not be deemed to release or limit any liability
of Consultant. Damages recoverable by the District for any liability of Consultant must, in
any event, not be limited by the amount of the required insurance coverage.

8. Coverage to be Occurrence Based: Except for Professional Liability, all coverage must
be occurrence-based coverage. Claims-made coverage is not allowed.

9. Waiver of Subrogation: Consultant agrees to waive subrogation against the District to
the extent any loss suffered by Consultant is covered by any Commercial General Liability
policy, Automobile policy, Workers’ Compensation policy described in Required
Coverages above. Consultant agrees to advise its broker/agent/insurer and agrees to
provide evidence (either through the Certificate of Insurance, endorsement or language in
the insurance contract) that subrogation has been waived by its insurer.

10. Non-compliance: The District reserves the right to withhold payments to the Consultant in
the event of material noncompliance with the insurance requirements outlined above.
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CHECKLIST OF DOCUMENTS NEEDED

General A. | Limits ($2,000,000)
Liability: B. | Additional Insured (Endorsement)
c Waiver of Subrogation (COl,

Endorsement or policy language)
Primacy (COIl, Endorsement or policy

D. language)
E. | Cancellation Endorsement
Auto A. | Limits ($1,000,000)
Liability: B. | Additional Insured (Endorsement)
c Waiver of Subrogati_on (COl,
" | Endorsement or policy language)
D. Primacy (COIl, Endorsement or policy

language)
Cancellation Endorsement

Umbrella: | A. | Limits ($)
B Primacy (Endorsement or policy

language)
Workers A. | Limits ($1,000,000)
Comp: B Waiver of Subrogation (Endorsement
" | or policy language)
C. | Cancellation Endorsement
Professional Liability: | A. | Limits ($5,000,000)
B. | Cancellation Endorsement
Cyber:| A. | Limits ($1,000,000)
B. | Cancellation Endorsement
Amendment No. 1to Agreement A4726A Agreement A4726A / PB File No. VW0163
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A Santa Clara Valley Water District

Valley Water
File No.: 25-0846 Agenda Date: 10/15/2025
Item No.: 4.3.
COMMITTEE AGENDA MEMORANDUM
Board Audit Committee
Government Code § 84308 Applies: Yes [1 No
(If “YES” Complete Attachment A - Gov. Code § 84308)
SUBJECT:

Discuss Potential Audit Topics for 2026 Annual Audit Plan, and Provide Further Guidance as Needed.

RECOMMENDATION:
Discuss potential audit topics for 2026 Annual Audit Plan, and provide further guidance as needed.

SUMMARY:

The purpose of this agenda item is to discuss the potential audit topics to be proposed for the 2026
Annual Audit Plan, any new related information as appropriate, and provide any guidance the BAC
deems appropriate.

The BAC Charter, Article |, Paragraph 4 states, “The Committee shall assist the Board, consistent
with direction from the full Board, by identifying potential areas for audit and audit priorities, and to
review, update, plan and coordinate execution of Board audits.” To that end, the Board’s Chief Audit
Executive (CAE) conducted a risk assessment in FY 2023 to identify key areas of risk that could be
considered for auditing.

The 2023 Risk Assessment Final Report dated November 2023 (Attachment 1) is attached for
reference. The Risk Assessment includes heat maps of Valley Water’s operational areas based on
risk impact (low, moderate, and high risk). The results of the risk assessment included input from
Valley Water’s Board of Directors (the Board), executives, and management and was used to help
develop the proposed 2024-2026 Audit Plan, included as Appendix B of Attachment 1.

At the January 23, 2024 Board meeting the Board approved three (3) of the proposed topics to
proceed as the 2024 Annual Audit Plan, which included Information Technology, Human Resources,
and Board Policies.

At the January 28, 2025 Board meeting the Board approved four (4) of the proposed topics to
proceed as the 2025 Annual Audit Plan, which included Capital Project Delivery, Contracting
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Practices, Water Conservation Strategies, and Water Usage and Demand Forecasting.

The BAC Audit Charter (Article Ill, Paragraph 7.2) requires that, by November 30 of each year, the
BAC shall submit its recommended Annual Audit Plan to the full Board for consideration and
direction.

During the August 20 and September 17 BAC meetings, several potential audit topics were
discussed. These include:

1. Conducting a district-wide risk assessment, pursuant to the BAC Charter requirements.

a. As part of this risk assessment, identify all projects/programs potentially funded by
federal dollars.

Reviewing Board governance models and evaluating opportunities for improvement.

Evaluating the roles Board members should fulfill in providing oversight of JPA agreements.

Conducting a performance audit of District-wide asset management practices.

District-wide organizational assessment

District-wide federal and state grant management activities

Pacheco Reservoir project close-out audit

Investigations process

Good Neighbor Program and efforts to address unsheltered homelessness

CoONOORWN

In addition to these potential audit topics, the CAE will discuss additional potential audit topics.

The purpose of this meeting is to continue discussion of potential audit topics and the schedule for
completing the proposed Annual Audit Plan for the full Board’s consideration.

ENVIRONMENTAL JUSTICE IMPACT:
The Annual Audit Plan is not subject to environmental justice analysis. The Annual Audit Plan serves
as a tool for communicating audit priorities as determined by the BAC and the Board of Directors.

ATTACHMENTS:
Attachment 1: 2023 Risk Assessment Final Report.

UNCLASSIFIED MANAGER:
Darin Taylor, 408-630-3068
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Introduction

The Santa Clara Valley Water District (Valley Water or District) asked Sjoberg Evashenk Consulting to
conduct a districtwide risk assessment as part of a long-term internal audit planning process. A
fundamental component of a successful internal audit function requires determining which departments,
programs, or activities to audit—and allocating scarce audit resources in a way that adds the greatest value
to the District. As such, the purpose of this project was to identify key organizational units, programs, or
operations of Valley Water and to assess each in terms of the potential risk factors that could impede the
effective delivery of services, reduce operational efficiency, or impair transparency and public
accountability. As the relative magnitude and prevalence of potential risk factors associated with key
programs increase, so too does the potential value a performance audit of the program will be to Valley
Water.

Background

The Santa Clara Valley Water District (Valley Water) is Santa Clara County’s water resource management
agency responsible for providing safe, clean water, flood protection, and stewardship of streams through its
management of water treatment and distribution systems, construction and maintaining flood control
channels, and overseeing water rate setting and conservation efforts. The mission of Valley Water is to
provide safe, clean water for a healthy life, environment, and economy.

Valley Water is led by a seven-member Board of Directors (Board), with each Board director representing
one of seven equally-divided districts in the Silicon Valley. The Board is responsible for establishing policy,
adopting resolutions, and establishing the directives, goals, and objectives that guide all the work of Valley
Water employees—including the overall vision for the District. These are documented in three formal types
of policies:

e Board Governance Policies—policies which guide the practices of the Board itself.

e Executive Limitations Policies—policies which establish the responsibilities of the Chief Executive
Officer and delegations of authority.

e Ends Policies—policies that establish the goals and objectives that the Board has for the District,
and the ends toward which the Chief Executive Officer is charged to achieve.

Three District officers are appointed by and report directly to the Board: The Chief Executive Officer (CEO),
District Counsel, and the Clerk of the Board. The Office of District Counsel serves as legal counsel to the
Board and advises the Board and Valley Water management regarding all legal matters. The Clerk of the
Board staffs all Board and committee meetings and serves as the District’s election official and the
custodian of official records of the District. The CEO oversees all executive operations of Valley Water,
including Integrated Water, which is managed by the Assistant Chief Executive Officer an includes the
Water Utility and Watershed business areas, as well as several units that collectively support Valley
Water’s capital infrastructure plan. In addition to Integrated Water. The CEO also oversees three critical
departments: the Financial Planning and Management Services Department, Office of Administrative
Services, and the Office of External Affairs. Valley Water's organizational chart is depicted in Exhibit 1.
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EXHIBIT 1. VALLEY WATER ORGANIZATION CHART

Board of Directors

Officers
|

[ Board Appeinted J

QOffice of the Clerk Office of the Chief Office of District
of the Board Executive Officer Counsel

Integrated Water
Management

External Administrative Water Utility

Affairs Services Enterprises Watersheds

Source: Official Valley Water Organization Charts

As illustrated below, Valley Water’s Fiscal Year 2023-24 budgeted operating expenses totaled
approximately $857 million," of which Integrated Water, Watershed, and Water Utility Enterprise business
areas comprise roughly 80 percent of all District expenditures.

EXHIBIT 2. ALLOCATED BUDGETED EXPENDITURES BY DEPARTMENT

414 7% 0.16 %
BIStHE Gounss) Chief Executive Officer ==
| 8 | 0.49 % -
Ulcierk of the Board 10.96 % @
Administrative Services
{@Jﬁ} 11.67 % N 2
(4 i |
=)o Finance 7 FEE]
External Affairs

OO 33.85 % 14.98 % —
Water Utility Office of Integrated Water (@)
Management
$981M
Total Budget of Main

Departments

23.73 % .o;:;s
Watersheds

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget

1 Elsewhere in this report, we refer to approximately $981 million in budget appropriations. The difference between Valley
Water’s total $857 million budget and individual department appropriations of $981 million, which includes intra-district
reimbursements of $124.9 million, and these net to total operating and capital outlays of $856.6 million.
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Risk Assessment Approach

The Charter of the Board Audit Committee (BAC) states that the BAC shall endeavor to complete a Valley
Water-wide risk assessment, at a minimum, tri-annually, and that the full Board shall approve an annual
audit plan. Audit standards issued by the Institute of Internal Auditors require that the chief audit executive
establish a risk-based plan to determine the priorities of the management audit activity, and that the plan be
consistent with the organization’s goals. The purpose of a risk assessment is to help ensure that limited
audit resources are deployed in a manner that fulfills the purpose of Valley Water by identifying inherent
risks to the successful execution of district operations, programs, and services; and differentiating between
all the potential risks and areas of interest and prioritizing them based on the potential value that the audit
may provide to Valley Water. This process is intended to facilitate a deliberative approach to directing
limited audit resources and to inform management of potential areas of risk for which it may wish to take
action; it is not intended to provide specific conclusions regarding an organization’s operations or programs,
or to present specific recommendations for improvement.

To fuffill the strategic purpose of a districtwide risk assessment, our team interviewed nearly 30 District
officers and managers to gather information about Valley Water operations, programs, and functions; to
identify potential and inherent risks to the achievement of the missions, objectives, and goals of each; and
to discuss current initiatives and activities of the departments. We also obtained and evaluated current and
historical background information for each office, department, and program, including information available
through Valley Water's website, program descriptions, budget documentation, strategic plans and annual
reports, policies and procedures, and other relevant documentation, etc. In doing so, we identified the audit
universe and auditable units, including District departments and the defined programs, services, and
functions carried out by each department, and identified the sources and types of risks associated with the
missions, objectives, and goals of each.

Some information was obtained directly from objective reporting of past and current performance. This
includes the relative size of one department’s budget or workforce in relation to other departments, one
department’s financial exposure resulting from claims filed as compared to other departments, the number
of contracts or capital projects managed by one department as compared to others, as well as key
performance indicators and departmental performance reports. Other information was obtained through
subjective analyses of current issues and trends affecting each department. This includes understanding
and assessing public concern related to certain programs, services, or functions of District government;
determining the extent to which certain problems are already known, such as through the press or
previously completed audits or studies; or the extent to which previously manual activities have been
automated. Both subjective and objective risk categories drive the ultimate calculated risk score for each
department and program area, and the relative risk associated with each when compared to other Valley
Water departments or program areas. Exhibit 3 illustrates the types of risk factors considered as part of this
risk assessment.
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EXHIBIT 3. RISK SOURCES & TYPES RELATED TO THE ADMINISTRATION OF DISTRICT DEPARTMENTS AND PROGRAMS

Fraud, Waste, or

internal Controls
(503
“wo )

Based on information provided and auditor judgement, we assessed each organizational unit and program
in terms of the potential risks that could impede effective delivery of services, reduce operational efficiency,
or impair transparency and public accountability. In doing so, we prepared “risk profiles” for each
department, which include an organizational chart for each department that
reflects the functional responsibilities of each department, division, unit, and Legend
program. The structure of the appropriate department will be displayed in an
organizational chart reflecting the legend on the right. The risk profiles also
include general indicators of the size of the division, a description of the core M cact Appointed officers
functions of the division and inherent risks and general concerns associated with
the division’s operations. In short, inherent risks are factors that may impede the
ability of the division to achieve, in an effective or efficient manner, its core Chiet
functions.

Board of Directors

™ Board Appoithed Offices

Divisions

While this report presents risk ratings for key departments, divisions, and
programs, it is important to note that a high-risk score is not indicative of poor E
performance, lacking internal controls, or bad business practices. Rather, risk ~ (____"ProgramsiServices
scores indicate the extent to which key programmatic or operational areas within District departments
present sufficient inherent risks to warrant audit resources, and the extent to which we believe a
performance audit of that area will yield value to Valley Water.

To illustrate our assessment of risk associated with the auditable units within each department as
compared to each other and to other divisions throughout Valley Water, we include in each department
profile a heat map similar to that shown in Exhibit 4. This is meant to illustrate the extent to which, or
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likelihood that, inherent risks associated with core District functions warrant audit resources and the
potential impact that such an audit could have in assisting Valley Water to address current and emerging
challenges—that is, the relative value of spending audit resources in one business area of the District
versus another area.

EXHIBIT 4. SAMPLE HEAT MAP
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4.0
©
3
2 3.0
@
=
-
2.0
1.0
1 2 3 4 5
Impact

Based on our assessment of risk, we present numerous audit topics related to each division and/or
program. A larger audit could include each of these as a specific audit objective; smaller audits could
address just one or two of the topics listed in each profile.

This approach is designed to provide Valley Water with information necessary to develop an audit plan that
focuses on those areas within District government that are most likely to benefit from a performance audit.

It is also designed to present the rationale behind our risk ratings to the BAC, and to facilitate an open and

deliberative forum to discuss audit priorities and to determine the focus of limited audit resources.

SJOBERG ' EVASHENK Page |6
Attachment 1

1 45 Page 7 of 78



Department Risk Profiles

This section presents background information and risk profiles for each of Valley Water’s key departments,
including offices reporting directly to the Board of Directors—the Chief Executive Officer, District Counsel,
and Clerk of the Board—as well as the departments reporting directly to the Chief Executive Officer:
Administrative Services, External Affairs, Financial Planning and Management Services, and Integrated
Water. Each profile includes a discussion of a Valley Water department; background information, core
functions, key statistics and characteristics, inherent risks, and challenges associated with each; and
potential audit topics designed to address those areas where internal audit resources could prove most
valuable.

Office of the Chief Executive Officer

With a Fiscal Year 2023-24 budget of QG

approximately $1.5 million and ag staff of 3 FTE Key StaUs_Ug_s and
positions, the Office of the CEO represents ResponS|b|l|t|es

less than one (1) percent of the District's FY 2023/24

overall budget. The Office of the CEQ is

responsible for all operations of the District, FTEs: 3 0.16%
carrying out policies and direction of the Board,  Bydget: $1.6M B'L%tgaét

making recommendations to the Board on a
variety of issues, appointing and supervising

subordinate officers of the District, ensuring » Provides strategic direction and supervision to guide
. . . I the organization in fulfilling Valley Water's mission.
compliance with Board policies, being

responsive and available to the community, * Assumed executive Iead.ership at Valley Water and
and achieving Valley Water's objectives, goals, sipecisibglcardiclbiEcto s

and mission. The Assistant Chief Executive * Performs Financial Management through overseeing
Officer, Chief Financial Officer, Chief the Finance|Division:

Operating Officer of External affairs, and Chief
Operating Officer of Administration all report directly to the CEO.

The Office of the CEO provides strategic direction and supervision to guide the organization in fulfilling
Valley Water's mission, achieve the Board’s Ends Policies, support the Board of Directors, and comply with
the Board’s Executive Limitations Policies. During Fiscal Year 2023, the Office of the CEO reported
achieving several notable accomplishments, including continuing to lead the Valley Water throughout the
ongoing drought and the COVID-19 pandemic; prioritizing investments in critical infrastructure and the
safety of Valley Water staff; and delivering safe, clean, and reliable water to Santa Clara County. Exhibit 5
illustrates the distribution of the CEQ’s direct reports.
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EXHIBIT 5. OFFICE OF THE CHIEF EXECUTIVE OFFICER ORGANIZATIONAL STRUCTURE

Office of the Chief
Executive Officer

Integrated Water

Management

Water Utility
Enterprises

Administrative

External Affairs .
Services

Watersheds

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget

Risk Analysis

The Office of the CEO, on its own, has a relatively low budget and FTE allocation when compared to other
organizational units. However, its role in implementing Board policy and strategic initiatives, developing
budgets, monitoring resource allocation, and framing and messaging District priorities and communications
place the Office in a position of strategic importance and high public visibility. The CEQ's role is
multifaceted, as they must balance the District's Ends Policies to serve the needs of Santa Clara County
while adhering to executive limitations that set specific boundaries on the Office’s authority. Following is an
evaluation of key functions or programs within the Office, along with a description of responsibilities,

budget, FTEs, and inherent risks.

Office of the Chief Executive Officer

The CEO is responsible for the success of Valley Water. This includes
successfully providing safe, clean water for a healthy life, environment,
and economy. It also includes doing so in a manner that is responsible,
sustainable, and alignment with Board policies. The CEO employs
experts to directly manage distinct business areas within the District,
including Finance, Administration, External Affairs, and the core
operations of the District; Integrated Water Management, including
Water Utility Enterprises and Watersheds. This encompasses supply
management, flood protection, environmental stewardship, and more,
all aimed at serving Santa Clara County's 1.9 million residents as well
as a significant and diverse business community. The CEO
coordinates the flow of information between management, the Board,
and various committees, and provides administrative and logistical
support to the Board.

Budget: $1,579,221 FTE: 3

Inherent Risks: As the leader of Valley Water, the
greatest risk facing the CEO relates to the
successful delivery of safe, clean water, consistent
with the mission of Valley Water. From the
perspective of the Board, however, the question is
not limited to whether the CEO achieves this
mission, but it is also essential that the CEO soin a
manner compliant with established policies—both
Ends Policies and Executive Limitations. This
requires transparency in management reporting,
goal-driven performance measurement and
evaluation, and assurances of compliance with
Executive Limitations Policies.

Risk Summary

The operational responsibilities of the Office of the CEQ are typically addressed by performance auditors
by focusing on specific programs under the purview of the CEO, such as programs administered by
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Finance, Administration, External Affairs, Integrated Water Management, Water Utility, or Watersheds. The
Officers overseeing each major program area would address potential audit findings, recommendations,
and corrective action.

There are certain performance audits, however, that go beyond the purview of any particular departmental
officer or manager, and those pertain primarily to matters of governance: reporting to the Board of
Directors; establishing policies and procedures; establishing a sound tone-at-the-top that focuses on the
importance of achieving goals and the organizational mission while also emphasizing the importance of
internal control, transparency, and accountability; establishing and monitoring systems of performance
measurement and evaluation; and ensuring compliance with Board policies and other legal or regulatory
requirements.

Based on this assessment, there are two audit topics that ranked the highest and warrant consideration for
future audit planning. These include:

1) The District’s overall approach to performance measurement, the purpose of which would be to
identify ways to build upon exiting performance metrics in a manner that provides the Board
reasonable assurances that metrics exist to evaluate progress to achieving Ends Policies, as well
as to evaluate the overall efficiency and effectiveness of Valley Water operations.

2) The Districts overall compliance with Board policies, including Board Governance Policies, Ends
Policies, and Executive Limitations Policies.

Office of the Clerk of the Board

With an approximate Fiscal Year 2023-24 i
1 an approximare i . Key Statistics and
budget of $5.6 million—representing 0.6 R biliti
percent of the District’s overall budget—and 15 espon5| iuties
FTE positions, the Office of the Clerk of the FY 2023/24
Board supports the Board of Directors and .
serves the public by providing records FTEs: 15 0.49%
- : Budget: $4.8M ol
maintenance and management services, yoget: : Budget
staffing Board and committee meetings,
serving as Valley Water's election official, and * Oversees the Records & Library Services Unit.
overseeing the Records & Library Services « Directly supports the work of the Board of Directors,
Unit. These services include directly supporting facilitating the public’s access to Board information,
and monitoring the Board budget and Board

Directors; preparation, posting and
maintenance of agendas, minutes, ordinances,
resolutions and contracts of the Board of Directors; coordinating advertisement of legal notices; maintaining
and updating Board resolutions and policies (including Board Governance Policies, Ends Policies, and
Executive Limitations Policies); managing and publishing Board and committee agendas and minutes in
accordance with the Brown Act; receiving official records; responding to public records requests in a timely
manner, and ensuring compliance with the Public Records Act; coordinating with the County of Santa Clara

o Serves as Valley Water's election official.
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on all matters related to elections; and monitoring the Board budget and Board members’ expenses in
accordance with District Ordinance 02-01, Resolution 11-73, Board Governance Policy GP-10.

In Fiscal Year 2023, the Office of the Clerk of the Board cites various accomplishments, including having
successfully managed over 33 Regular Board Meetings and over 100 Board Committee Meetings in
accordance with the District Act, Board Policies, and the Brown Act; successfully scheduled over 1,000
meetings for individual Directors; and tracked, monitored, and reported on the registration of external
lobbyists in accordance with Ordinance 10-01.

The Office of the Clerk of the Board is organized into two units: the Clerk of the Board and the Records &
Library Services. Exhibit 6 below is a breakdown of each division’s budgeted expenses for Fiscal Year
2023-24.

EXHIBIT 6. BUDGET BREAKDOWN BY DEPARTMENT

Bod
CLERK OF THE BOARD ll!.l

$1M $3M $5M $7M
$3.5M
Office of the Clerk of the Board .
$1.3M
Library & Records Services o
$4.8M
Total COB Budget o

Source: FY 2022-23 & Fiscal Year 2023-24 Operating and Capital Rolling Biennial Budget

The Office of the Clerk of the Board allocates functional responsibilities to each of the two units as depicted
in Exhibit 7 below.

EXHIBIT 7. OFFICE OF THE CLERK OF THE BOARD DIVISION ORGANIZATIONAL STRUCTURE

Office of the Clerk of the
Board

Clerk of the Board

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget
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Risk Analysis

The Office of the Clerk of the Board plays a pivotal role in Valley Water's governance, but it faces inherent
risks that require careful management. Chief among these risks is the potential for improper documentation
and minute-taking during Board meetings, which could compromise transparency and governance
procedures. The evolving landscape of governance procedures necessitates continuous compliance
efforts. Efficient management of a large volume of documents, including publicly recorded ones, is essential
to prevent delays and resource misallocation.

Moreover, tracking lobbying activities demands vigilance to ensure compliance and accurate reporting.
Lastly, the office must balance its involvement in policy reviews and maintain a high-level perspective to
mitigate risks related to inefficiency or insufficient support of core operations. To successfully navigate
these challenges, the Clerk of the Board should maintain meticulous record-keeping, stay current with
governance procedures, and continually evaluate and optimize their operations while upholding the
transparency and integrity of Valley Water's governance processes. Following is an evaluation of key
functions or programs within the Office, along with a description of responsibilities, budget, FTEs, and
inherent risks.

OFFICE OF THE CLERK OF THE BOARD

The Office of the Clerk of the Board oversees the Records & Library Budget: $ 3,517,767 FTE: 10

Services Unit as well as completing work regarding coordinating

information between the Board Committees and the Board, and Inherent Risks: Inefficiencies that could impact
Committee Oversight Manager; providing administrative and logistical the receipt and recording of publicly recorded
support to the Board committees; managing Board committee documents, as well as the availability of records;
membership; ensuring agenda and meetings are in compliance with the cost-effective administration of document

Brown Act; coordinating, posting and distributing Board committee and requests; potentially inefficient or insufficient
Board agenda items; supporting and assisting Board committee chairs support of the Office’s core operations. Further,
during meetings; managing Board committee work plans; tracking and Board Governance Policies have not been fully

managing Board committee attendance; managing historical records of reviewed or updated in six or more years.
Board committees; keeping accurate records of the proceedings of the
Board and all committees; keeping a record of all Board resolutions and
actions of the Board of Directors in such manner that the information
contained therein will be readily accessible to the public; and managing
Board committee web pages.
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RECORDS & LIBRARY SERVICES

The Records & Library Services is responsible for the administration of
the Records Management Center and the Valley Water Library,

administration of the Valley Water Records Management Program; and
the provision of Valley Water's responses to legal demands for records.

Budget: $ 1,316,042 FTE: 5

Inherent Risks: Inefficiencies that could impact
the receipt and recording of publicly recorded
documents, as well as the availability of records;
cost-effective administration of document
requests; potentially inefficient or insufficient
support of the Office’s core operations.

Risk Summary

The Office of Clerk of the Board has a relatively low budget and FTE allocation when compared to other
Valley Water departments, and generally represents relatively low risk when compared to other
departments based on our assessment of a variety of risk factors. Despite this, the Clerk of the Board
serves an essential function facilitating the work of the Board and ensuring transparency into Board and
District activities. Because of this, the potential benefits of a performance audit of the Clerk of the Board are
likely to be in assessing the overall efficiency and effectiveness of the Office’s day-to-day operations. With
this in mind, we illustrate below the risk rankings of each unit or program area in relation to one another.

EXHIBIT 8. PROGRAM RISK RATINGS

5.0

Likelihood

Impact
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This risk assessment revealed the following potential audit objective:

1) Evaluate the Office’s business processes, information systems, and workload management
practices to identify potential inefficiencies or opportunities for improvement in the Office’s
operational activities and administrative functions.

Office of District Counsel

With an approximate Fiscal Year 2023-24 A
budget of $15 million—representing less than '\I\/\ FaD
one (1) percent of the District’s overall = ReSponSIbllltleS
budget—and fourteen (14) FTE positions, the FY 2023/24

Office of District Counsel is managed by the
Discrict Counsel, a Board-appointed officer of

Key Statistics and

- . FTEs: 14 7%
Valley Water. The Office is responsible for Budget: $16M ! ;édgﬂa'
general legal advice and services, personnel,
litigation, and specialty advice including but not
limited to land use. the environment. eminent » Provided timely legal advice to Valley Water, the Board,
! ! and Valley Water's officers and employees when acting

domain, and real estate, among others. The in their official capacities.
Office advises the Board of Directors on all . ,
¢ Includes both internal legal services and management

legal matters, and manages Valley Water's of the external legal services provided to Valley Water.

Risk Management Unit. « Served as counsel or co-counsel in all Valley Water

, L litigation matters.
The Office of District Counsel at Valley Water

is a critical component with eight attorneys
specializing in labor and employment,
California Environmental Quality Act (CEQA), and water law. They handle in-house legal matters such as
public works contracting, municipal law, water law, and real estate while engaging external counsel for
large projects. Notably, they address the complex issue related to Santa Clara Valley’s unhoused
population, a challenge with potential legal and environmental risks. The absence of an electronic
calendaring system is a notable efficiency concern, with plans to introduce document management and
automated calendaring tools. However, inherent risks include legal challenges, non-compliance with
governance procedures, and document management challenges. The influx of new managers and a risk-
averse culture also challenge organizational cohesion. The Office handles all items going to the Board,
albeit with constraints due to a risk-averse culture that leads to extensive reviews.

» Oversees the Risk Management Program.

In Fiscal Year 2023, the Office cites various accomplishments, including having provided timely legal
advice to Valley Water, the Board, and Valley Water’s officers and employees when acting in their official
capacities; provided representation to Valley Water relating to annual groundwater production charges and
to the update of Valley Water's groundwater charge zones; and served as counsel or co-counsel in all
Valley Water litigation matters.
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The Office of District Counsel is organized into two units: The Office of District Counsel and the Risk
Management Unit. Exhibit 9 provides a breakdown of each division’s budgeted expenses for Fiscal Year
2023-24.

EXHIBIT 9. BUDGET BREAKDOWN BY DEPARTMENT

DISTRICT COUNSEL w»

$5M $10M $15M $20M

$8.9M
District Counsel

$7.8M
Risk Management

$16.7M

Total DC Budget

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget

The Office of District Counsel allocates functional responsibilities to each of the two units as depicted in
Exhibit 10 below.

EXHIBIT 10. DISTRICT COUNSEL ORGANIZATIONAL STRUCTURE

Office of District
Counsel

District Counsel

Source: Fiscal Year 2023-24 & 2024-25 Operating and Capital Rolling Biennial Budget

Risk Analysis

The Office of District Counsel is integral to the organization's legal affairs yet confronts various inherent
risks. The foremost concern lies in the efficiency of legal services provided, given the substantial and
diverse operational and administrative responsibilities of Valley Water. The Office has a relatively low level
of funding and FTE allocation when compared to other departments, as well as relatively low level of cash
or other high-risk assets. Inherent risks associated with the District Counsel remain relatively low, but
include continued adherence to professional standards, the efficient use of professional service contracts
for outsourced legal services, balancing differing perspectives on risk mitigation, and the implementation of
business processes and controls to mitigate risk and prevent the loss of District assets. Following is an

SJOBERG ' EVASHENK Page |14
Attachment 1

1 53 Page 15 of 78



evaluation of key functions or programs within the Office, along with a description of responsibilities,
budget, FTEs, and inherent risks.

OFFICE OF DISTRICT COUNSEL

The Office of District Counsel provides professional, timely, and strategic | Budget: $ 8,885,440 FTE: 11
legal advice to and representation of Valley Water and its Board of
Directors, officers, and employees. It includes both internal legal services | Inherent Risks: Efficiency in delivering

and management of the exteral legal services provided to Valley Water. | professional services considering the significant
budget allocation, the effective and efficient
management of third-party contracts, records
management, and the ability to provide timely
review and advice regarding a wide range of
topics to District employees and the Board,
along with reviewing items presented to the
Board, are critical areas of focus.

The Risk Management Unit at Valley Water is primarily tasked with Budget: $ 7,783,334 FTE: 3
identifying and evaluating loss exposures to protect the organization's

assets. This involves overseeing the Workers' Compensation program Inherent Risks: Health and safety risks for
and implementing risk retention (self-insurance) and risk transfer employees and the public due to inadequate
(insurance) programs to maximize cost-effective coverage and ensure safety protocols; security risks, such as

compliance with Board Governance policies. Additionally, the division is unauthorized access to facilities or sensitive
vital in maintaining a proactive stance toward risk management within the | information; adequacy of risk identification and
organizational structure to mitigate inherent risks effectively. assessment processes; the necessity for
heightened compliance awareness, and the
effectiveness of risk mitigation strategies; and
the effectiveness of risk mitigation strategies.

Notably, a performance audit of the Office of the District Counsel was recently performed in 2020. It
identified issues related to the frequency of communication, timeliness of services, and nonuniformity in
service delivery; and it recommended implementing an updated operating model, enhancing policy and
procedure development, utilizing tools like workflow management, service level agreements, performance
management systems, and gathering multi-source feedback assessments to increase satisfaction.

Risk Summary

Overall, the Office of the District Counsel represents relatively low risk in terms of audit priority when
compared to other Valley Water departments and programs, as illustrated in the risk ranking in Exhibit 11.
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EXHIBIT 11. PROGRAM RISK RATING
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Performance audit topics of the Office generally would not focus on the exercise of professional judgment
or legal counsel, but would rather focus on the efficiency with which the Office manages resources. This
could include internal business processes related to broader District responsibilities (such as risk
management, contract review and processing, record retention and public records requests, etc.) and the
Office’s administration of legal services contracts.

The Office of District Counsel has recently undergone a performance audit, which examined the Office’s
operations, including Risk Management, suggesting it may be prudent to hold off on another audit of the
Office for the immediate future. Nevertheless, this risk assessment revealed the following potential audit

objectives:

1) Evaluate the Office’s business processes and information systems to identify potential
inefficiencies or opportunities for improvement in the Office’s administrative functions.

2) Evaluate risk management practices, including the District’s reliance on third-party administrators
and service providers, risk retention and transfer evaluations, claims processing, and workplace
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health and safety programs, as well as existing workload demands and future opportunities to
enhance risk management operations in a growing District government.

Administrative Services

\t/)VIth an approxm.at.e Fiscal Year 2023-24 g%g Key Statistics and
udget of $107 million—representing E d st

approximately 10.96 percent of the District’s Respon5|b|l|t|es

overall budget—and 165 FTE positions, the FY 2023/24

Office of Administrative Services oversees the

e FTEs: 165 Total 10.96%
Emergency, Safety,.8f _Securlty DIVISIOHZ the Budget $107M Budget Total
General Services Division; the Information $961M Budget

Technology Division; and the Human
Resources Division. The primary roles of the
Office of Administrative Services include
supporting the mission of Valley Water—to » HR Management: Manages workforce, compliance,
provide Silicon Valley safe, clean water for a talent, safety, and diversity.

healthy life, environment, and economy—by
providing essential business services for Valley
Water.

« [T Management: Oversees tech, cybersecurity, and
data while addressing staffing and tech challenges.

» General Services & Procurement: Handles
procurement, assets, safety, and sustainability.

» Safety & Security Oversight: Ensures safety, security,
In FY 2023, the Office of Administrative and readiness while addressing risks.
Services cites various accomplishments, including Labor Relations having completed Performance
Improvement training for all Managers; the Office of Emergency Services having conducted the Annual
Winter Preparedness Workshop with external stakeholders; the Environmental, Health & Safety Services
continued and completed multiple facility fall protection engineering projects from the previous fiscal year;
the Security Office developed a Security Drone Program; the Construction Contracts and Support Unit from
the General Services Division completed the advertisement, bidding, and award of nine capital projects; the
IT Division completed the 2019 IT Strategic Plan; and the HR Division updated recruitment and selection
processes to incorporate new trends and tools to ensure that it has the ability to recruit a highly qualified
and diverse workforce which provided management support for the operational work of the departments.

Directed by a Chief Operating Officer, the Office of Administrative Services is organized into four divisions:
Emergency, Safety, & Security Division; the General Services Division; the Information Technology
Division; and the Human Resources Division—each of which includes distinct functional units that carry out
the work of the division. Exhibit 12 provides a breakdown of each division’s budgeted expenses for Fiscal
Year 2023-24.
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EXHIBIT 12. BUDGET BREAKDOWN BY DIVISION

000
ADMINISTRATIVE B
SERVICES % ﬁ $10M $20M $50M $100M $110M
$1.9M
Office of the COO @
$14.8M
Emergency, Safety, & Security DivisonJl =
$41M
General Services Division [
$34.5M
Information Technology Division -
$15.1M
Human Resources Division [}

$107.3M
Total AS Budget

Source: Fiscal Year 2023-24 & FY 2024-25 Operating and Capital Rolling Biennial Budget

The Office of Administrative Services allocates functional responsibilities to each of the five areas as
depicted in Exhibit 13.

EXHIBIT 13. ADMINISTRATIVE SERVICES DIVISION ORGANIZATIONAL STRUCTURE

Chief Operating Officer of

Administrative Services

General Services
Division

Information
Technology Division

Emergency, Safety, &

Security Division HR Division

: -Security Office IT Projects & Business Operations

-:---Purchasing & Consultant Contracts E---Talent Acquisition & Career Pathways

-Environmental Health & Safety é---Software Services ?--Business Customer Support otal Rewards & Data Analytics

--Labor Relations & Total Awards

i-Equipment Management i.-Labor Relations/Ethics &
: Equal Opportunity Program

i---OIfice of Emergency Services i---||-|fraslruuure Services -:---Conslruction Contracts Support

eFacilities Management

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget

Risk Analysis

The Office of Administrative Services plays a crucial role in supporting the mission of Valley Water, which is
to provide safe, clean water for a healthy life, environment, and economy throughout Silicon Valley. This
office is responsible for delivering essential business services to ensure the efficient functioning of the
organization. The office oversees multiple units and divisions, including the Emergency, Safety, & Security
Division, the General Services Division, the Information Technology Division, and the Human Resources
Division. These highly specialized and distinct functions under the umbrella of Administrative Services
demonstrates the office's importance and impact on Valley Water's operations and capital programs.
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Inherent risks associated with the Office of Administrative Services include the complexity of the
responsibilities and functions within the Office; operational risks associated with the efficient execution of
critical support functions which could impact the core operations of the District; impacts on employee
satisfaction, morale, and productivity; health and safety risks related to safety programs; information
technology and cybersecurity risks; and procurement and vendor management risks. Following is an
evaluation of key functions or programs within the Office, along with a description of responsibilities,

budget, FTEs, and inherent risks.

OFFICE OF THE CHIEF OPERATING OFFICER OF

ADMINISTRATIVE SERVICES

The Office of the Chief Operating Officer (COO) of Administrative
Services oversees the General Services division, Human Resources
division, Information Technology division, Emergency, Safety & Security
division, and Labor Relations department. The COO leads and manages
the AS to achieve the Board's Ends Goals and Objectives. This includes
providing Administrative Services to leadership, staff, and funding to fulfill
the essential functions and responsibilities of the Office. In general, the
Office provides for management activities that promote communication,
human resources development, budgeting, project efficiencies and

wide and special events/efforts that benefit the whole organization.

process improvement, mentoring and recruitment, and supporting District-

Budget: $1,860,646

Inherent Risks: Complexity of the Office’s
diverse administrative responsibilities, the
general operational efficiency of managing a
broad and diverse span of control, and strategic
risks related to the implementation of
organizational goals and objectives.

FTE: 3

The Emergency, Safety and Security Division includes the Office of
Emergency Services (OES), Environmental Health and Safety Unit
(EH&S), and the Security Office (SO). The Division provides a safe and
secure environment for Valley Water infrastructure, staff, and facilities,
while maintaining a level of preparedness to respond to unplanned
incidents and events.

Budget: $ 14,840,573

Inherent Risks: Health and safety risks for
employees and the public; security risks, such as
unauthorized access to facilities or other
physical assets.

FTE: 19

Security Office

The Security Office was allocated a Fiscal Year 2023-24 budget of $ 7,238,321 for a total of five (5) FTE.
This office provides risk-based security capabilities through a preparedness cycle encompassing analysis,
development, planning, and verification. Its role involves safeguarding critical infrastructure and personnel
against various threats, including terrorism and vandalism, using a guard force, patrols, remote monitoring,
and a Security Operations Center. However, it's important to note that the Security Staff and Guard Force
do not possess law enforcement powers and are not equipped with firearms, which limits their ability to
respond to potential high-order threats effectively. Despite facing challenges relating to the sufficiency of
the security office's infrastructure, such as an outdated CCTV and access control system and dealing with
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issues related to the unhoused population, the SO serves as a crucial liaison between Valley Water and
law enforcement agencies.

Environmental Health & Safety

The Environmental Health & Safety Unit performs a wide range of activities including:

o Workplace Health and Safety, including environmental, health and safety written program
development and maintenance, technical and behavioral safety training, incident investigation
services, ergonomic evaluations and corrective measures, contractor safety program evaluation,
safety inspection and audit services and support, hazard analysis and risk prevention services, fall
protection surveys and fall hazard mitigation, OSHA compliance oversight and monitoring,
Department of Transportation driver safety program, alcohol and drug abuse prevention and testing
services, and industrial hygiene services.

e Hazardous materials management, including storage and disposal management; electronic waste
and recycling compliance and annual report submittal; underground and above ground storage
tank inspections and permitting; Hazardous Materials Business Plans development and submittal;
environmental regulatory facilities permit management; 24/7 hazardous materials emergency
response capabilities; Spill Prevention, Control, and Countermeasure Program, which is designed
to help prevent the discharge of oil into the water supply; and the California Accidental Release
Program, which aims to prevent the accidental release of hazardous substances that could harm
the public; among other programs.

e Additionally, the Environmental, Health and Safety Unit responds to requests from customers for
specific health and safety services consultation and program assistance to ensure that Valley
Water’s health and safety programs are functional and sustainable. It also acts as Valley Water's
liaison with applicable regulatory agencies when required.

Key inherent risks associated with these roles and responsibilities relate to the health and safety of the
public and Valley Water employees, ensuring regulatory compliance regarding the management and
control of hazardous substances as well as potential discharge affecting ground and surface water, and
managing costs associated with regulatory permit fees, hazardous waste disposal fees, regulatory training
costs, and supplies and equipment.

Office of Emergency Services

The Office of Emergency Services Unit is responsible for ensuring comprehensive, integrated, risk-based,
emergency management for the personnel and critical infrastructure of Valley Water. Emergency Services
manages the Valley Water Emergency Operations Plan, the Business Continuity Program, the FEMA-
approved Local Hazard Mitigation Plan, and the development of Stream/Flood Emergency Action Plans.
The program is also responsible for maintaining inter-agency relationships, Multi-Agency Coordination
systems, Mutual Aid and Emergency Assistance Agreements, managing a Training and Exercise Plan that
meets Standardized Emergency Management System (SEMS) and National Incident Management System
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(NIMS) requirements, managing a dedicated Emergency Operations Center, and promoting California
Office of Emergency Services (CalOES) professional credentialing.

Ultimately, risks associated with the effectiveness of emergency response units are dependent on the
extent to which they adhere to best and leading practices in preparing for, responding to, and mitigating the
effects of emergencies. This includes mitigating delays in emergency response coordination and
communication, adequacy of emergency response plans for water supply interruptions, and ensuring
compliance with state and federal emergency management regulations. It also includes seeking
accreditation through the Emergency Management Accreditation Program and ensuring adequate
emergency and temporary staffing levels to avoid delays and cost overruns.

Provides management oversight, leadership and strategic support for Budget: $ 34,798,353 FTE: 39
Information Technology Infrastructure, Information Security Services, and | |nherent Risks: Maintaining cost-efficiency and
Software Services, to ensure operational effectiveness and fiscal compliance; improper use of data; the intemet of
accountability. The Information Technology Division serves the technology | things (loT) vulnerability; system failures;

needs of Valley Water. The division delivers and maintains key information | cyhersecurity; reliability and functionality of
technology services that meet current and future needs of Valley Water. | systems and applications; ensuring proper

The division also provides oversight of effectiveness, efficiency, and controls over sensitive assets and data: effective
implementation of major Information Technology initiatives. disaster recovery; risks, including data breaches
and cyber-attacks; ensuring infrastructure is
designed to meet current and future needs of
employees, customers, and the public. Staffing
challenges arise from both limited human
resources and a significant burden of technical
debt, primarily driven by the necessity to support
legacy, outdated, and redundant applications.
These challenges are further compounded by the
extensive overlap among various projects,
highlighting the critical requirement for
centralized IT governance and project approval
processes.

Information Technology Projects & Business Operations

The Information Technology Projects and Business Operations Unit is responsible for project management,
strategic planning and alignment, complex analysis, program development, compliance, policy
development, budget, and reporting and financial planning. It ensures innovative technologies are
effectively utilized across the organization; prioritizes and sequences technology projects; and leads, plans,
oversees and participates in the more complex and difficult work of staff responsible for providing
administrative, human resources, financial, and compliance support to the Information Technology division.

With these roles and responsibilities, the inherent risks include risks associated with Information
Technology project management, including scope creep and budget overruns; data breaches or
cyberattacks that could compromise sensitive customer and operational data; business continuity planning
and disaster recovery for IT systems.
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Software Services

The Software Services Unit develops (where appropriate), supports, and maintains Valley Water's business
applications. These include Valley Water's Enterprise Resources Planning (ERP) system (Infor), work and
asset management system (Maximo), project management system (ProjectMates), resource management
system (Vemo), geographic information system (GIS), in-house applications, and the Valley Water’s
internet and intranet, among many other enterprise-wide or limited use systems.

With these roles and responsibilities, the inherent risks include risks related to software development and
customization for critical water management systems; software vulnerabilities and patch management; and
ensuring software compliance with regulatory standards.

Infrastructure Services

The Infrastructure Services Unit is responsible for implementing and maintaining the network and data-
center infrastructure, cybersecurity posture, telephone systems, communications systems, tablets,
workstations, and connectivity (e.g., servers, networks, WIFI, etc.). This unit maintains a help desk and
serves as the first point of contact for staff to report issues; troubleshoots, resolves issues, and escalates
more significant concerns; and supports Audio/Visual needs enterprise-wide, including the Board Room.

With these roles and responsibilities, the inherent risks include cybersecurity, both with respect to Valley
Water's own infrastructure and the many independent cloud-based solutions currently employed by the
District. It also includes risks related to the maintenance and security of critical IT infrastructure; system
downtime and its impact on water supply and customer service; and infrastructure scalability to
accommodate growth and changing technology needs.

The General Services Division is responsible for purchasing of goods and | Budget: $ 40,994,675 FTE: 71
consultant services, construction contract award and compliance, facility | |nherent Risks: Procurement and vendor

and fleet management, business support, and warehouse services in management risks, including procurement fraud
support of Valley Water’s mission and operational needs. and conflicts of interest.; inventory and asset

management risks, including misplacement or
loss of assets; ensuring competitive and
transparent bidding processes; vendor
performance and contract compliance; delays
and cost overruns in construction projects; quality
control and safety risks in construction;
compliance with safety standards for equipment
operation; maintenance and safety risks related
to district facilities; and energy management and
sustainability initiatives.

Purchasing & Consulting Contracts Services Unit

The Purchasing & Consulting Contracts Services Unit provides strategic and technical sourcing for the
purchase and acquisition of all goods, services, consulting services and contracts; manages the
competitive solicitations for all procurements, including goods and general services, as well as professional
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services; and provides guidance related to contract administration and support. As part of this
responsibility, General Services also manages Valley Water's Small and Local Business Enterprise
Program, which conducts outreach for consultant contracts to tap into the community for small and local
business opportunities.

With these roles and responsibilities, the inherent risks include ensuring the availability of efficient and
effective procurement and contracting vehicles to meet the needs of Valley Water programs; ensuring the
most competitive price for high-quality goods or services, transparency in purchasing decisions, and
compliance with relevant laws and regulations; ensuring proper segregation of duties between purchasing
and accounts payable functions; ensuring compliance with requirements related to supplier diversity while
promoting opportunities for small and local businesses; and avoiding potential conflicts of interest and other
forms of fraud, waste, or abuse.

Construction Contracts Support Unit

The Construction Contracts Support Unit is responsible for the development and solicitation of Valley
Water’s construction contracts, which are typically structured as design-bid-build contracts; providing
analytical support for both Water Utility Enterprise and Watershed capital projects; assisting with status
reporting related to the contracts; and ensuring labor compliance of construction contractors during
construction. With these roles and responsibilities, the inherent risks include potential inefficiencies or
delays in contracting that could lead to project delays, the potential that contract language could fail to
provide a sound basis for controlling costs or otherwise protecting the interests of the District, and the
potential the contract vehicles available to the District are not sufficient to meet Valley Water's needs.

Notably, a Contract Change Order Audit was recently performed in 2019. It identified change order
management and administration activities for extremely large capital construction projects as areas of risk
and recommended various improvements, including requiring Independent Cost Estimates, establishing a
separate advisory body for change order approval, enhancing constructability reviews, centralizing
procurement activities, and developing a Resource Services Office (RSO) to support project and
construction managers and promote uniform implementation of change order management across all
capital projects.

Equipment Management Unit

The Equipment Management Unit is responsible for procuring, maintaining, and managing a fleet of
passenger and utility vehicles for use by Valley Water employees; maintaining an inventory of Class IV
equipment (construction materials such as fortification and barrier materials), handheld equipment, and
other non-information technology tools and assets used by the Water Utility and Watershed operations.
Inherent risks include maintaining adequate internal controls over vehicle and maintenance assets;
ensuring competitive procurement for all assets; and ensuring an effective preventive maintenance
program; and controlling all assets in a manner that prevents theft or misuse.

Facilities Management Unit

The Facilities Management Unit seeks to provide a safe and well-maintained work environment in all
facilities owned by Valley Water, apart from water utility facilities. This includes providing customer service

SJOBERG ' EVASHENK Page |23
Attachment 1

1 62 Page 24 of 78



and core maintenance functions such as building repairs, heating, ventilation, air conditioning, plumbing,
electrical, life safety, elevator services, and janitorial services. Inherent risks associated with this
responsibility include maintaining facilities in a responsive, timely, and cost-effective manner; controlling
high-risk assets (tools, equipment, etc.); energy management and sustainability initiatives; workforce
safety; managing cost increases stemming from emergency repairs, as well as controlling costs to ensure
allowability and avoid cost over-runs; and maintaining an asset inventory system that is up-to-date and
reflects reasonably accurate condition assessments of facilities sufficient to enable an effective preventive
maintenance program. Like many facilities maintenance programs, deferred maintenance remains a
concern.

Business Customer Support & Warehouse Unit

The Business Customer Support & Warehouse Unit provides operational support including staffing the
public counter and managing cashiering operations, the switchboard, mail delivery, reprographic, word
processing and forms, and inventory control services. It also serves as the central receiving and distribution
point for the organization and manages the central stores / warehouse operation as well as distributed
storage locations. With these roles and responsibilities, the inherent risks include risks related to customer
service; inventory management and control, including the prevention of theft or misuse of Valley Water
assets; and timely and accurate fulfillment of customer requests.

The Human Resources Division is responsible for planning, managing, Budget: $ 15,038,569 FTE: 31
directing, and coordinating the staff and operations to provide Valley
Water assistance in the areas of human resources. The Division includes . L
four (4) functional units and eight (8) distinct programs. Human Resources developing, and retammg; a talented workfor.ce

is responsible for strategic planning; identifying workforce requirements | that meets Valley Water's needs today and in the
needed to achieve goals; analyzing trends with data analytics; ensuring | future; promoting a culture that fosters a work
compliance with local, state, and federal regulation; administrative environment conducive to Valley Water's mission
responsibilities (e.g., employee benefits, employee records); employee and a safe and healthy work environment; and
development; creating an inclusive work culture that thrives on a diverse | ensuring compliance with employment laws and
workforce; succession planning; and maintaining and updating Human regulations.

Resource policies that comply with the law and meet organizational goals.

Inherent Risks: Effectively recruiting,

HR Business Services Unit

The HR Business Services Unit is responsible for updating Human Resource policies, procedures and
quality assurance/quality control documents that are currently outdated and will provide dedicated
recruitment sourcing services through targeted outreach, developing outreach lists for each classification,
and utilizing software solutions to expand recruitment efforts. With these roles and responsibilities, the
inherent risks include risks related to HR administration and record-keeping; compliance with labor laws
and regulations; and data security and privacy of HR information.

Labor Relations / Ethics & Equal Opportunity Program

The Labor Relations / Ethics & Equal Opportunity Program (EEQ) Unit promotes a proactive and positive
labor relations program, in compliance with legal mandates, negotiated agreements, and constructive
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management principles. Labor Relations represents Valley Water management in all matters involving
matters covered under collective bargaining agreements and employee relations involving represented
employees. Labor Relations negotiates, interprets, applies, and enforces contracts and regulations, and
acts as a resource in the areas of administrative policies and procedures. This program also interprets
memoranda of understanding (MOU's) and bargain with labor representatives; conducts EEO
investigations; and ensures alignment with ethics. With these roles and responsibilities, the inherent risks
include labor relations risks, including labor dissatisfaction, disputes or strikes; ethical concerns and
conflicts of interest; ensuring equal opportunity; and compliance risks concerning adherence to labor laws
and regulations.

Total Rewards & Data Analytics Unit

The Total Rewards & Data Analytics Unit provides recommendations utilizing multiple data types, business
knowledge, and strategic assumptions in addition to data-generated resources to produce decision-making.
With these roles and responsibilities, the inherent risks include risks related to employee compensation and
benefits; data security and privacy in compensation data; and compliance with reporting requirements.

Benefits & Wellness Program

The Benefits & Wellness Program is responsible for the administration of employee and retiree benefit
plans, conducting new hire orientations and separations, processing payroll and HR transactions, and
administration of the award-winning Wellness Program (includes fitness reimbursement, ongoing employee
education on overall various health initiatives, annual wellbeing fair, lunch and learns, employee rewards,
etc.). With these roles and responsibilities, the inherent risks include risks related to employee health and
wellness initiatives; benefits administration and compliance with healthcare regulations; and program
effectiveness in promoting employee well-being.

HRIS Administration & Data Analytics Program

The HRIS Administration & Data Analytics Program utilizes a Human Resources Information System to
record, store, and manage employee data such as payroll, benefits, performance reviews, and training
records. With these roles and responsibilities, the inherent risks include risks related to HR information
systems, including data security; data analytics accuracy and compliance with privacy regulations;
availability and reliability of HR data for decision-making.

Classification & Compensation Program

The Classification & Compensation Program conducts classification reviews, pay practices, salary surveys,
annual equity reviews, and the development of incentive programs. With these roles and responsibilities,
the inherent risks include risks related to job classification and compensation structures; compliance with
wage and hour laws; and ensuring equitable compensation practices.

Talent Acquisition

Within the Talent Acquisition & Career Pathways Unit, Human Resources is responsible for recruiting and
developing Valley Water’s workforce. This includes administering all recruitment and examination activities
for Valley Water positions; facilitating the selection and hiring processes designed to fill vacant positions;
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leading and directing internship programs designed to introduce individuals to the work of Valley Water,
which may lead to future employees; administering the temporary staffing program; and partnering with
community organizations and colleges for workforce planning.

Inherent risks associated with this responsibility is the potential for unsuccessful talent acquisition and
management resulting in a District workforce that does not meet the needs of Valley Water, its customers,
or the public; unfair interviewing, selection, or hiring practices or favoritism, diminishing District goals
related to diversity, equity, and inclusion; diversity in hiring and promotion; compensation levels that are
insufficient to attract, retain, and motivate a talented and qualified workforce; a classification system that
fails to facilitate the hiring of entry-level positions and the development of the District’s future leaders; and
the potential that background check practices fail to indicate problematic histories of candidates.

Workforce Development Program

Also, within the Talent Acquisition & Career Pathways Unit, Human Resources is responsible for facilitating
the development of Valley Water's future workforce. Its Workforce Development Program helps to guide
employees’ into the future by administering workforce development and succession planning, developing
long-term recruitment strategies within the community, providing technical and non-technical training
programs, assessing the needs of Valley Water employees and career goals, identifying current and future
business needs, promoting professional development, administering the District’s performance evaluation
program, and administering wellness activities and events. This Unit is also responsible for developing and
administering the NextGen Program, which seeks to develop the next generation of water professionals,
the Career and Technical Education (CTE) program, and a roadmap to connect high school and college
students to future career goals.

With these responsibilities, inherent risks include consistency in training among divisions; coordination of
work-specific or technical training provided by divisions and general workplace training (e.g., supervision,
leadership development, skills enhancement, and mandatory training programs) provided by Human
Resources to ensure an effective holistic workforce development program; resistance to change; and the
potential for misalignment between workforce development and succession plans and Valley Water's
strategic goals and objectives.

Risk Summary

Based on this assessment, we find that all key programs and divisions within Administrative Services
represent moderate- to high-risk. Districtwide, management expressed general satisfaction with the
District’s information systems and other business areas within Administrative Services, but also noted
opportunities for improvement. Program areas throughout Valley Water depend on Administrative Services
in nearly everything they do—recruiting staff to perform critical work, procuring goods and services needed
to perform critical tasks, managing the physical assets needed to maintain Valley Water's infrastructure,
providing the information systems needed to facilitate and support staff's work, etc. The transactional
nature of much of Administrative Services’ work, its control of significant physical assets, and its role in
procuring goods and services (and expending District monies), all contribute to risk rating that warrant
performance audit resources. In Exhibit 14, we illustrate the relative risk ratings of Administrative Service’s
operating divisions.
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EXHIBIT 14. PROGRAM RISK RATINGS
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This risk assessment revealed the following potential audits and objectives:

1) Information technology is generally considered to be a moderate- to high-risk function in any
government organization, and recommended performance audits typically focus on:

Cybersecurity and network hygiene;

S

Data management protocols;

134

Customer service efficiency;

o

Disaster recovery planning;
Cost-effectiveness of operations, including contracting and purchasing; and

f.  Information technology project management policies, processes, and practices, and the
consistency of the IT Department’s efforts with best practices.

2) Determine whether the District’s human resources management activities are consistent with
industry standards; sufficient to ensure compliance with federal, state, and local laws and
regulations; effective in attracting, retaining, and motivating a highly talented, qualified, and
effective workforce; and appropriately resourced and right-sized for Valley Water. This should
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include key elements of human resources management, such as policies and procedures related to
and its administration of the following:

a. Hiring and recruiting;

b. Classification and compensation;

c. Employee recordkeeping;

d. Human Resources Information System functionality and system controls;
Employee relations and performance management;

f.  Benefits administration;

g. Workplace investigations;
h. Professional and workforce development, training, and succession planning;
i. State and federal compliance.

3) The administration of compensation practices to ensure employer costs are appropriately
controlled by determining whether benefit enrollment processes appropriately control employee
enrollment and cost-sharing, including the verification of dependent eligibility, and the recording of
employee compensation within Infor to ensure compensation (including bonuses and other
differential pay) are appropriately approved and authorized.

4) Cashiering processes, including those performed through differing information and cashiering
systems, the impact that staff turnover has had on cashiering operations, and the role of Finance
and Administration in ensuring adequate internal and system controls associated with each.

5) Valley Water’s facilities maintenance program, including evaluating the Department’s ongoing
control, monitoring, assessment, and maintenance of Valley Water facilities and properties to
identify opportunities to enhance efficiencies and protect District assets.

6) Valley Water's equipment management program, including determining the extent to which the
acquisition, maintenance, and control of equipment and fleet vehicles are performed in a manner
consistent with best practices, controls over sensitive assets are effective to prevent misuse,
routine and preventive maintenance is performed in accordance to acceptable guidelines, the
potential for abuse of District vehicles/fuel/equipment is appropriately mitigated, and practices are
both efficient and effective.

7) The overall efficiency of the Emergency, Safety, & Security Division, and the extent to which the
Division carries out its responsibilities in @ manner consistent with best practices and regulatory
requirements.

8) Warehouse operations, including the processes and protocols for inventory acquisition and
management, conducting inventory audits, and otherwise controlling assets held in inventory, and
the efficiency and effectiveness of such processes.

9) The practices of the Business Customer Support program, including its business and workload
management practices, to identify potential inefficiencies or opportunities for improvement in the
program’s operational activities and administrative functions.
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10) Procurement activities, including General Services’ practices relating to the following:
a. Ensuring consistency with Valley Water policies, procedures, and other relevant guidance;
b. Proper segregation of duties with accounts payable functions and operational activities;
c. Consistency with best practices;
d. Efficiency in executing procurements in a manner that meets districtwide needs;

e. Timeliness of contracting and procurement practices, including the identification of
potential bottlenecks;

f.  Evaluating the appropriateness of the procurement vehicles used for different types of
procurements, including the purchases of goods and supplies, professional services,
construction contractors, operations and maintenance contractors, and other types of
procurements; and

g. Benchmarking research, including the extent to which Valley Water’s procurement
practices compare with other public sector agencies.

External Affairs

With an approximate budgt_at for the Fisca! Year Key Statisti csan d
2023-24 year of $ 24.1 million—representing R bl .

2.46 percent of the District’s overall budget— esponSI uties

and 45 FTE positions, External Affairs is FY 2023/24

managed by a Chief Operating Officer who

reports directly to the Chief Executive Officer. ETES= : - 14“2 Bt 2.46% Total
External Affairs is responsible for overseeing HEgek ; 2l BLoget
and goordlnatlng Strat?glc externgl affairs » Coordinates external policies, legislation, and communication to
initiatives, encompassing the Office of advance Valley Water's business objectives.
Communication, Office of Civic Engagement! » Manages media relations, community engagement, government
Office of Government Relations, and Office of relations, and fosters racial equity and inclusion to enhance the

. . . . . organization's public perception and community ties.
Racial Equity, Diversity, and Inclusion.
+ Champions water supply, flood protection, revenue enhancement,

and environmental stewardship concerns at multiple government

The primary roles of External Affairs include tiers, influencing legislative outcomes and funding.
actively planning, integrating, and executing . o )

.. . . » Facilitates transparent communication on water-related issues,
external policies, legislation, and bolstering community comprehension and backing.

communication efforts to address Valley
Water's business interests, encompassing media relations, community engagement, government relations,
and the promotion of racial equity and inclusion.

In Fiscal Year 2023, External Affairs cites various accomplishments, including welcoming employees' return
to in-person work through over 25 employee resource group-led events, including lectures, cultural
celebrations, volunteering, and networking events. Employees enjoyed these opportunities to reconnect
with peers after COVID-19. Over 1,100 participants attended these events through Q3; launched two new
pilot DEI capacity-building trainings: Conscious Conversations and Uncovering Racism; and adopted first-
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time resolutions acknowledging: Filipino American History Month (October), German American Heritage
Month (October), Italian American Heritage Month (October), Polish American Heritage Month (October),
International Holocaust Remembrance Day (January), Lunar New Year (February) and Genocide
Remembrance Day (April).

External Affairs is organized into five units: The Office of the Chief Operating Officer of External Affairs,
Office of Communication, Office of Civic Engagement, Office of Government Relations, and Office of Racial
Equity, Diversity, and Inclusion. Exhibit 15 provides a breakdown of each unit’s budgeted expenses for
Fiscal Year 2023-24.

EXHIBIT 15. BUDGET BREAKDOWN BY UNIT

EXTERNAL

AFFAIRS $1M $5M $10M $25M

Office of the COO

$7.2M

Communications C——
$8M
Civic Engagement O

$5.1M

Government Relations Unit
$1.8M
Racial Equity, Diversity & Inclusion

$24.1M

Total EA Budget

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget
External Affairs allocates functional responsibilities to each of the five areas as depicted in Exhibit 16.

EXHIBIT 16. OFFICE OF EXTERNAL AFFAIRS ORGANIZATIONAL STRUCTURE

Chief Operating Officer of

External Affairs

Government Relations

Division

iLocal Government Relations £....Water Supply Outreach - Community Rating System  i....Graphic Services

E""Federal Government Relations L....Water Education & Volunteerism ** Grants Program E----Media & Public Relations
i....State Government Relations £....Community Outreach

i-Internal Communications

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget
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Risk Analysis

The Office of External Affairs is vital to Valley Water's strategic operations, overseeing and coordinating
various external affairs initiatives. External Affairs comprises units such as Communication, Civic
Engagement, and Racial Equity, Diversity, and Inclusion, as well as the division of Government Relations.
Its primary role involves strategic planning and integration of external policies, legislation, and
communication efforts to address Valley Water's business interests, including media relations, community
engagement, government relations, and promoting equity and inclusion.

Integrating diverse units, such as Communication, Civic Engagement, Government Relations, and Racial
Equity, Diversity, and Inclusion, reflects the District's commitment to fostering inclusivity, promoting equity,
and addressing community needs. However, the wide range of functions within External Affairs may also
pose challenges regarding coordination and resource allocation. Ensuring effective communication and
collaboration among units can be complex, potentially leading to inefficiencies or overlapping efforts.
Additionally, the Office of Racial Equity, Diversity, and Inclusion's success in promoting a diverse workforce
and addressing environmental justice relies on the commitment and involvement of all stakeholders across
the organization. Failure to prioritize equity initiatives could hinder progress and impact the District's
reputation and social standing.

Inherent risks associated with the External Affairs include strategic risks related to the development and
implementation of external affairs plans and initiatives; regulatory and compliance risks due to the changes
in legislation and government policies, risks associated with insufficient progress in promoting diversity and
inclusion within the District’s operations; the effectiveness of civic engagement strategies in connecting with
the community; and communication risks related to the accuracy, timeliness, and transparency of
information shared with stakeholders. Following is an evaluation of key functions or programs within the
Office, along with a description of responsibilities, budget, FTEs, and inherent risks.

Office of the Chief Operating Officer of External

Affairs

External Affairs is responsible for programs that increase Budget: $ 1,993,349 FTE: 5
employee and community awareness and engagement on Valley | |nherent Risks: Strategic risks related to the
Water programs, projects, and challenges. External Affairs development and implementation of external affairs plans

provides the strategic planning and integration of external policies | gnq initiatives.
and legislation as it relates to the business interests of Valley
Water and is responsible for managing Valley Water's
relationships with the community, government officials, the media,
and other key stakeholders. External Affairs is also responsible
for managing racial equity, diversity, and inclusion efforts.

Reputational risks arising from external affairs decisions
that may be controversial or negatively perceived by
stakeholders.
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Through collaborations, educational initiatives, community service
options, and grant programs, the Office of Civic Engagement
(OCE) actively fosters connections with the community. Its
primary aim is to establish a solid foundation of trust and support
for Valley Water's objectives and mission. OCE is responsible for
managing several key programs, including the Safe, Clean Water
Grants & Partnerships Program, Public Art initiatives, Education
Outreach efforts, the Water 101 Academy/Ambassadors
Program, Creek Stewardship projects, Water Supply Oufreach
activities, and the Community Rating System. Additionally, OCE
provides programmatic oversight and coordination for the Board
Advisory Youth Commission and the Low-income Residential
Water Rate Assistance Program.

Budget: $ 7,959,139 FTE: 13

Inherent Risks: Strategic risks related to the
effectiveness of civic engagement strategies, ensuring
these strategies genuinely resonate with diverse
community members, are crucial to maintaining public
trust and credibility. Additionally, community engagement
can be challenging, given the need to navigate potential
conflicts and competing interests within local communities.
OCE also faces risks associated with flood insurance
ratings; failure to meet rating criteria could result in
reduced discounts for flood insurance, affecting the
community. Lastly, budget constraints may limit OCE's
outreach and engagement efforts, necessitating effective
resource management to fulfill its mission despite
potential financial limitations.

Water Supply Outreach Program

The Water Supply Outreach Program focuses on raising public awareness about water supply issues,
engaging with the community through events and programs, and building relationships with local
governments. Challenges include effectively communicating complex water supply topics to diverse
audiences and addressing potential resistance or misunderstandings.

Water Education & Volunteerism Program

The Water Education & Volunteerism Program is responsible for educational outreach programs and
fostering community engagement through volunteer opportunities. Challenges involve maintaining
sustained interest and participation in educational initiatives and coordinating volunteers effectively for

various water-related projects.

Community Benefits Program

The Community Benefits Program works on initiatives to benefit local communities through projects,
partnerships, and outreach efforts. Challenges may include balancing the diverse needs and expectations
of different communities and ensuring equitable distribution of benefits.

Community Rating System Program

The Community Rating System Program manages efforts to raise community awareness about flood risks
and encourages participation in the Community Rating System for potential flood insurance discounts.
Challenges include maintaining effective communication channels among key stakeholders and the public,

as well as promoting active participation.
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The Office of Government Relations advocates at the local, Budget: $ 5,118,321 FTE: 10

regional, state, and federal levels to promote and advance the Inherent Risks: Regulatory and compliance risks due to
water supply, flood protection, revenue enhancement, and changes in legislation and government policies.
environmental stewardship interests of Valley Water and the Advocacy risks associated with the representation of the
residents of Santa Clara County, in alignment with the Board’s District's interests to dovernment entities

legislative priorities. Government Relations serves as the internal g '
and external connection for legislation, development of strategic
support and opposition, and supplemental funding opportunities
for Valley Water.

Local Government Relations Program

The Local Government Relations Program focuses on fostering positive relationships with local government
bodies to advocate for water-related projects and initiatives. Challenges may involve navigating competing
interests and aligning district goals with local priorities.

Federal Government Relations Program

The Federal Government Relations Program advocates for federal funding and support for district projects,
managing relationships with federal agencies and legislators. Challenges include coordinating efforts at the
federal level and addressing regulatory hurdles.

State Governmental Relations Unit

The State Governmental Relations Unit is responsible for advocating for district interests at the state level,
securing funding and permissions for projects. Challenges include managing relationships with state
officials and navigating the complexities of legislative processes.

The Office of REDI serves to strengthen and expand Valley Budget: $ 1,757,075 FTE: 4
Water's ability to deliver innovative services through the Inherent Risks: Risks associated with insufficient progress
development, implementation, and oversight of policies to in promoting diversity and inclusion within the District's

attract, retain, and promote a diverse and talented workforce.
REDI also helps to promote environmental justice externally to
all the communities Valley Water serves, and fosters
engagement with local tribal communities. REDI initiates DEI
training efforts and hosts cultural speaker engagements to
increase staff awareness of underserved communities. REDI
also serves to guide and support the work of Valley Water's
Employee Resource Groups, of which memberships to a
chartered Valley Water ERG is free and open to all employees

The Racial Equity, Diversity, and Inclusion Unit was established in Fiscal Year 2020-21 to provide expertise
and leadership in the areas of employee relations, employee engagement, diversity and inclusion, and
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workplace culture—and to do so from a perspective dominated by the principles of diversity, equity, and
inclusion. Since it was established, the role of the Unit has evolved from an internal focus on DEl initiatives
to a more externally focused equity assurance effort, guided by the Strategic Master Plan and Equity Action
Plans. Key challenges include continuing to refine the unit’s role respective to the District as a whole.

The Office of Communications informs, engages, and educates | Budget: $ 7,274,122 FTE: 15

the community, including Valley Water employees, on water Inherent Risks: Communication risks related to the
conservation, water supply and quality, flood protection and accuracy, timeliness, and transparency of information
environmental stream stewardship efforts. Communications shared with stakeholders. Crisis communication risks if the

provides timely responses to media inquiries on relevant topics. | pistrict faces reputational challenges or public incidents.
Through social media platforms, marketing campaigns and

public relations efforts, Communications highlights the work of
Valley Water and its Board of Directors.

Graphic Services

The Graphic Services Program handles visual design and collateral creation for various departments,
ensuring consistent branding and effective communication. Challenges may involve managing design
requests from different teams and delivering high-quality materials within tight deadlines.

Media & Public Relations

The Media & Public Relations Program is responsible for managing the District's media presence,
responding to press inquiries, and promoting district initiatives. Challenges include maintaining a positive
public image and effectively addressing media inquiries during crisis situations.

Community Outreach

The Community Outreach Program engages with the community through various programs and initiatives
to raise awareness about water-related issues and encourage participation. Challenges include sustaining
community interest and involvement over time.

Internal Communications

The Internal Communications Program is responsible for communication within the organization, including
employee engagement, events, and surveys. Challenges involve ensuring transparent and effective
communication across different departments and addressing employee concerns and feedback.

Risk Summary

The Office of External Affairs has a relatively low budget and FTE allocation when compared to other Valley
Water departments, and generally represents relatively low risk when compared to other departments
based on our assessment of a variety of risk factors. Despite this, External Affairs is in many ways the
public face of Valley Water. Because of this, the potential benefits of a performance audit of External Affairs
are likely to be in assessing the overall efficiency and effectiveness of the Office’s day-to-day operations. In
Exhibit 17, we illustrate below the risk rankings of each unit or program area in relation to one another.
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EXHIBIT 17. PROGRAM RISK RATINGS

5.0
4.0
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Impact

This risk assessment revealed the following potential audit objective:

1) Evaluate the Office’s business processes, information systems, and workload management
practices to identify potential inefficiencies or opportunities for improvement in the Office’s
operational activities and administrative functions.

Office of Financial Planning and Management Services

With an approximate Fiscal Year 2023-24 budget of $98.5 million—representing 9.6 percent of the District’s
overall budget—and 47 FTE positions, the Office of Financial Planning and Management Services
(Finance) is managed by Valley Water's Chief Financial Officer. Finance executes, records, and/or
reconciles all financial transactions of the District (including the collection, receipt, disbursement and
accounting of all monies received in accordance with Generally Accepted Accounting Principles), provides
analyses and recommendations on decisions brought forth by operations, prepares and develops financial
statements and other financial programs, manages and invests cash assets of the District, issues and
manages debt instruments, prepares and manages the District’s budget, conducts financial analysis and
forecasting, coordinates all external and internal audits, establishes controls that minimize financial risks,
and drives organizational change through a robust continuous improvement program. Finance staff also
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serve as the primary advisors to the Chief
Executive Officer and the Board of Directors in
financial planning and advice.

Key Statistics and

Responsibilities
In Fiscal Year 2023, Finance cites various 2025/
accomplishments, including having delivered

the PERS/OPEB update to the Board on March FTEs: 47
14, 2023; presented 30-year forecast to the Budget: $114.5M
Board on March 28, 2023, per Board request;
and established a repository for Board and
management directed audits conducted in the
past 10 years. Prior audit work has also noted
generally sound revenue forecasting models,
which serve as a basis for determining
resources available for planned operating and
capital expenditures.

11.67%
Total
Budget

» Manages financial transactions, accounting, cash
assets, debt, and budgeting while advising
executive leadership.

 Oversees treasury, debt, and grants, ensuring
compliance and efficient financial operations.

* Prepares long-term financial plans, collects

Finance is organized into five units: the Office revenue, and forecasts for financial sustainability.

of the Chief Financial Officer; Treasury, Debt, &
Grants Management Unit; General Accounting Unit; Budget & Financial Analyses Unit; and the Financial
Planning and Revenue Collection Unit. Exhibit 18 below is a breakdown of each divisions budgeted
expenses for Fiscal Year 2023-24.

EXHIBIT 18. BUDGET BREAKDOWN BY DEPARTMENT

FINANCE

$1M $3M $5M $50M $100M

$2.1M

Office of the CFO

$101M

Treasury, Debt & Grants Management
$5.5M

General Accounting

. - $2.7M
Budget & Financial Analyses

$3.2M

Financial Planning&Revenue Collection

$114.5M

Total Finance Budget

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget

Finance allocates functional responsibilities to each of the five units as depicted in Exhibit 19 below.
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EXHIBIT 19. FINANCIAL PLANNING & MANAGEMENT SERVICES DIVISION ORGANIZATIONAL STRUCTURE

Office of Chief

Financial Officer

Continual

Treasury, Debt,
Claims, & Grants

Budget & Finance
Analysis

Financial Planning &
Revenue Collection

General Accounting
Improvement

i--QEMS
E----Claims & Grants Reimbursement g"'BAC Support
=-Management Audits

E----DethTreasury E-"Annual Budget E"-Forecasting Models
: i Utility Billing

i--Revenue Collection

g....General Ledger

é...audgel Monitoring E----Accuunts Payable

i Financial Analysis H
i----Payroll Compensation

E----Financial Systems Analysis

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget

Further, recent legislation AB 939 impacts the District’s financing options, particularly concerning the use of
ad valorem taxes or assessments to pay for bonds, altering the method for paying the principal, interest,
and premiums for bonds. It also removes the previous $8,000,000 limit on borrowing and extends a
provision related to director compensation.

Risk Analysis

Finance has a relatively low level of funding and FTEs as compared to other departments, but is
responsible for a significantly high level of cash or other high-risk assets such as revenue collection from
various sources, significant cash and debt management responsibilities, and federal and state grant
management. Most of the divisions within Finance perform functions that are common subjects of internal
and external audit activities: grant management, accounting, cash receipts and disbursements and
reconciliations, etc. Generally, each employs systems of internal controls to ensure compliance, fiscal
integrity, and the prevention of fraud, waste, and abuse. As is typical in many local governments, Finance is
subject to annual external audits, which focus on accounting functions and general financial-related internal
controls and has been historically subject to a variety of internal audits over the years.

Inherent risks associated with Finance include ensuring investment policies are fiscally sound and in line
with best practices for ensuring compliance with debt and investment policies and asset allocation;
engaging in effective cash management practices; complying with grants and increasing grant footprint;
preventing and detecting theft; and considering the impact of cashiering operations on general accounting
functions. Below, we present the key divisions/programs administered by Finance, the core responsibilities
of each, and key factors contributing to the programs’ risk rating.
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Office of the Chief Financial Officer

Budget: $ 2,097,214 FTE: 4

Inherent Risks: Financial sustainability of Valley
Water; regulatory compliance; the ability to prevent
and detect potential fraud, waste, and abuse, or
other misuses of Valley Water assets; and effectively
providing reliable and transparent financial analyses
to management, the Board, and the public.

Serves as a partner to assist other departments in achieving their
objectives. Facilitates necessary financial transactions, provides
analyses and recommendations on decisions brought forth by
operations, establishes controls that minimize financial risks, and
drives change or improvements in business processes or practices in
order to improve productivity.

Budget: $ 101,057,917 FTE: 9

Inherent Risks: Liquidity risk in managing debt
obligations; credit risk associated with debt issuers;
compliance risks in managing claims and grants
disbursements; potential that investment practices
could exceed the bounds of Board-established
investment policies; potential for fraud or misuse of
grant funds; delays in reimbursement from external
grantors.

Oversees Districtwide treasury operations, debt financing, and grants
programs. This involves managing an $82 million annual debt service
budget, and producing required reports for bond covenants and
regulatory compliance. Comprising three sections—Treasury, Debt,
and Grants—the unit supervises bank accounts, investments, supports
small banks, manages short-term and long-term debt, and streamlines
compliance and claims processes for improved efficiency.

Debt/Treasury

The Treasury Unit Handles short-term and long-term debt management, including commercial paper
programs and revenue-supported long-term projects. It also oversees treasury tasks such as bank account
management, investments, cash management, and supporting small banks through Certificate of Deposit
purchases. Inherent risks of the Debt/Treasury Services include interest rate, liquidity, credit, and other
risks similar to other public sector treasury functions—and compliance with Board-adopted investment
policies.

Claims & Grants Reimbursement

The Claims & Grants Unit is responsible for ensuring compliance and efficient processing of claims and
grant reimbursements. This includes managing the coordination of claims, overseeing follow-ups, and
streamlining the grant application and reimbursement processes. Inherent risks include ensuring
compliance with grant requirements relating to timely grant disbursements, allowable uses grant funds, and
potential delays in reimbursement from external grantors. To mitigate these risks, Finance is establishing a
new division specializing in grant management to better coordinate and streamline the grant application,
reporting, and receipting process.
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General Accounting includes the responsibility to manage the general | Budget: $5,487,444 FTE: 19

ledger, accounts payable, payroll, and Valley Water's enterprise Inherent Risks: High magnitude of financial
financial system, Infor. General ledger responsibilities generally include | exposure, including compliance with financial

all accounting and financial reporting requirements, in accordance with | reporting requirements; the ability to provide efficient
professional standards, and the reconciliation of all accounts. Accounts | or effective support of financial support functions;

payable is charged with processing payments to Valley Water's compliance with grants and increasing grant
contractors, consultants, vendors, and staff expense claims, as well as | footprint; integrity and effectiveness of internal
administering petty cash and filing payment documents. Payroll controls related to fiscal transactions of all types;
processes the bi-weekly payroll for all Valley Water employees, inefficient or inaccurate payroll processes resulting
employee benefits accounting, payroll tax withholdings, and from reported system limitations of Infor; the
submission of Federal and State reporting requirements. Financial potential for fraud, waste, and abuse; and integration

Systems provide for the maintenance and security of payroll, benefits, | issues with other financial systems.
human resources, and financial applications.

General Ledger

The General Ledger Unit administers all accounting responsibilities for Valley Water, the recording and
reconciling of financial transactions; processing payroll, accounts payable, and journal entries; preparing
financial statements; coordinating Valley Water's annual financial audit; and managing the Infor system.
Inherent risks primarily relate to the potential for inaccuracies in financial records and the potential for fraud,
waste, and abuse.

Accounts Payable

The Accounts Payable Unit handles check runs, reviews all expenditures for proper authorization and prior
approval, processes incoming requests for payments, manages payment schedules, and maintains
accurate financial records while ensuring compliance with approval processes. Inherent risks in accounts
payable activities include ensuring the integrity of internal controls over the use and expenditure of District
financial resources to prevent and/or detect any potential inappropriate or unauthorized expenditure. This
could include the potential for inadvertent or intentional duplicate or erroneous payments, vendor fraud and
invoice manipulation, inadequate documentation for expenditures, or the potential for fraud, waste, or
abuse.

Payroll Compensation

The Payroll Compensation Unit is responsible for payroll processing, including W-2s and other tax filings.
The unit works closely with Human Resources to ensure accurate and timely compensation for employees.
Inherent risks include payroll processing errors resulting from erroneous employee timekeeping, erroneous
recordkeeping by Human Resources, inappropriate application of compensation rules as set forth in
collective bargaining agreements or Valley Water policies (e.g., policies related to overtime or differential
pay), or Infor system limitations. Most recently, concerns have been raised regarding the functionality of
Infor in processing payroll, which has led to substantial manual processes by this Unit to ensure accurate
and timely payroll. As a general rule, the infusion of substantial manual processes into what is normally a
highly reliable and automated function introduces the potential for human error and increases the risk of
payroll inaccuracies as well as fraud, waste, and abuse.
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Financial Systems Analysis

The Financial Systems Analysis Unit works behind the scenes to manage and optimize the financial
system, Infor, to ensure data accuracy, perform analyses, generate standard and ad hoc financial reports,
and to address system-related challenges. Inherent risks associated with this function relate to maintaining
effective segregation of duties (including system access and restrictive user profiles), ensuring the optimal
efficiency of the system to enable financial staff to carry out their duties in an effective and efficient manner,
and the potential for system failures or data integration problems.

Through Valley Water's Quality and Environmental
Management System, the Continual Improvement team
plays a crucial role in strengthening the CEQ's leadership
and offering vital support to the Board. This involves
conducting audits as directed by the CEO and providing the
Board with regular updates on the status of its continual
improvement efforts.

Budget: $782,804 FTE: 3

Inherent Risks: In general, there are not substantial risks
associated with continuous improvement programs, at least as
they relate to an organization’s core operations, because such
programs tend to be independent of such programs. However,
several factors can impede continuous improvement efforts
within organizations, including a lack of independence or
objectivity in facilitating improvement efforts, the need to
balance potential improvement initiatives with the costs of such
initiatives, the potential for continuous improvement processes
to become rigid and burdensome, and the potential for change
fatigue.

finance analyses on an ongoing basis.

This Unit manages the preparation of the annual operating budget,
including Districtwide collaboration on funding strategies, developing,
and executing the Annual Budget publication, assisting with the Al AP 1eS, S et
development of the five-year Capital Improvement Plan, maintaining | Sustainability; reliability of financial models and
multi-year financial models, forecasting and monitoring revenues and | forecasts; reasonably accurate budget-to-actual
expenditures throughout the fiscal year, and coordinating with program | Monitoring and reporting; effectiveness of the Valley
and project managers throughout the year to provide budget and Water budget as a planning tool and as a basis for

Budget: $ 2,700,568 FTE: 8

Inherent Risks: Projected growth in operating and
capital expenditures, related debt, and overall

performance measurement; and efficiency of the
biannual budgetary process.
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Financial Planning prepares and manages long term financial plans
and forecasts and drives the groundwater production charge setting
process. This Unit is responsible for preparing detailed financial plans
and forecasting models that both management and the Board rely
upon to make long-term planning decisions regarding Valley Water’s
infrastructure.

Revenue Collection collects water revenue, property tax revenue, and
benefit assessments for Valley Water. Water revenue is comprised of
charges for groundwater, recycled, surface, and treated water usage.
This includes billing and collection processes for various entities,
including treated and groundwater retailers, water utility customers,
loan owners, and surface water users. Property taxes and benefit
assessments collected are the voter-approved Safe Clean Water
Special Tax, Flood Control Benefit Assessment, State Water Project
levy, and the allocated share of countywide 1% ad valorem property
tax receipts.

Budget: $ 3,177,720 FTE: 7

Inherent Risks: The potential, in an environment
affected by the Covid pandemic and climate change,
that revenue forecasting will become increasing
complex and challenging; changes in water demand
affecting revenue projections; sustainability given the
potential for substantial increases in capital project
costs, and limitations on certain revenue streams;
and balancing the need for rate adjustments with
community and board expectations.

Risks also include the potential that primarily manual
and self-reported customer billing processes could
lead to errors or otherwise under-collected fees;
revenue leakage due to inaccurate metering or
billing; collection difficulties for overdue accounts;
risk of non-payment or late payment by customers;
and the potential for fraud, waste, and abuse.

Risk Summary

Most of the divisions in Finance perform functions that are common subjects of internal and external audit
activities: financial analysis, revenue forecasting, accounts payable, accounts receivable, cash
management, account reconciliations and accounting practices, grant management, cash investments,
cash handling, etc. Generally, each employs systems of internal controls to ensure compliance, fiscal
integrity, and the prevention of fraud, waste, and abuse. Nevertheless, given the transactional nature of
Finance and the significant responsibility of Finance in managing Valley Water's fiscal assets, much of the
operational activities of Finance remains at the moderate-risk level. With these key factors in mind, we
illustrate below the risk rankings of each division or program area in relation to one another.
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Exhibit 20. Program Risk Ratings

Likelihood
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Financial Planni
Revenue Collection

Treasury
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Impact

Based on this assessment, there are several potential audit topics that warrant consideration for future
audit planning.

1)

Grant management activities, including determining whether existing policies and procedures;
systems of internal control related to the recording, tracking, and monitoring of grant funds to
ensure full compliance and recovery; and staffing and system resources are sufficient to
administer, optimize, and account for grant monies in an efficient and effective manner.

Treasury operations, including evaluating cash management, investment, treasury functions, and
determining the extent to which investment and cash management activities adhere to best
practices and established investment policies.

Budget processes, including evaluating budget and financial planning protocols and practices, the
sufficiency of budgetary tools available to Valley Water management to monitor budget-to-actual
performance, and the overall efficiency and effectiveness of the District’s biennial budget cycle.

The efficiency and effectiveness of system integration between the Finance enterprise system,
Infor, and other information systems utilized to manage Valley Water fiscal activity.
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9) The Completeness of policies and procedures, including how they are maintained, updated, made
available and communicated to all relevant parties.

6) Accounts receivable, including assessing the manual billing processes employed by Finance to bill

and collect from utility customers.

7) Financial analysis and forecasting practices, including the extent to which revenue forecasting is
consistent with best practices in an environment significantly impacted by the pandemic and
climate change, and the extent to which forecasting models and fiscal policies provide an effective
framework for ensuring long-term sustainability.

8) Payroll and compensation practices, including whether practices ensure total compensation and
payments to employees, including executive management and Board members, comply with
collective bargaining agreements and Board policies.

Office of Integrated Water Management

With an approximate Fiscal Year 2023-24
budget of $783 million—representing 75.8
percent of the District’s overall budget—and
619 FTE positions with Operations, the Office
of Integrated Water Management (Integrated
Water) is managed by the Office of the
Assistant Chief Executive Officer (ACEO). The
ACEO directly oversees Valley Water's
Watersheds and Water Utility Enterprise
business areas, which are primarily
responsible for achieving Valley Water's
primary goals—that is, to:

1) To achieve a reliable water supply;

2) Improve flood protection; and

3) Ensure healthy and resilient
ecosystems.

The Office of Integrated Water Management

Key Statistics and

Responsibilities
FY 2023/24
\ 72.56%
FTE: 619 Btet ' _Total
Budget: $712M $981M  Budget

» Oversees Valley Water’s Watersheds and Water Utility
Enterprise business areas.

¢ Provides leadership to ensure collaboration between
Watersheds and Water Utility Enterprise to achieve the
Board's objectives.

» Manages a diverse range of projects, including capital
projects, environmental assessments, and dam safety
inspections.

o Conducts risk analysis to address challenges related to
finance, regulation, environmental stewardship, and
program efficiency, ensuring long-term water resource
sustainability.

provides focused leadership to ensure a cohesive working relationship between its two major business
areas—Watersheds and Water Utility Enterprises—and several cross-functional units, all with the aim of

achieving the Board’'s Ends Policies and goals.

In Fiscal Year 2023-24, Integrated Water reported numerous accomplishments across various business
areas. This includes developing the Funding Filters for Prioritization, a tool that aided the Board in making
decisions regarding capital project funding; analyzing and prioritizing over 15 creeks for the Safe, Clean
Water Project; completing 295 Computer-Aided Design (CADD) requests, nearly 50 percent more than was
completed in Fiscal Year 2022-23; maintaining 64.85 acres of mitigation sites; implementing a new project
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management software solution for use by the Capital Improvement Program (CIP) and capital project
delivery teams; initiating numerous process improvements in conjunction with the recent completion of a
performance audit of the CIP process; and, most importantly, meeting or exceeding drinking water
standards, ensuring that all treated water delivered to customers surpassed all applicable primary drinking
water requirements.

Integrated Water is organized into two primary business areas and several smaller units that support these
two business areas. Specifically, Integrated Water includes Valley Water's Watersheds and Water Utility
Enterprise business areas, as well as several units that support Valley Water’s capital infrastructure
development: the Business Planning & Analysis Unit, CADD Unit, Business Support & Asset Management
Unit, and the Dam Safety & Capital Delivery Division. Exhibit 21 below is a breakdown of the budget
appropriations to each program area for Fiscal Year 2023-24.

ExHIBIT 21. BUDGET BREAKDOWN BY BUSINESS AREA [ UNIT

INTEGRATED WATER
MANAGEMENT \) $5M $100M $200M $400M $800M

$2.7M
Office of the Assistant CEO ]
$127.1M
Dam Safety & Capital Delivery Ty
$5.4M
Business Planning & Analysis [
. $8.9M
Business Support & Asset Managment -
$2.9M
CADD Services a
$332M
Water Utility Enterprises G
$233M
S
$712M
Total OIWM Budget /0709090

Source: FY 2022-23 & Fiscal Year 2023-24 Operating and Capital Rolling Biennial Budget

The organizational structure of Integrated Water is depicted in Exhibit 22.
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EXxHIBIT 22. OFFICE OF INTEGRATED WATER MANAGEMENT DIvISION ORGANIZATIONAL STRUCTURE

Office of IWM Assistant Chief

Executive Officer

Dam Safety & Capital Watersheds Office of the

Delivery Division

Office of the Assistant
Operating Officer

Water Utility Enterprises
(0]{[-Ne] 81 -Ne{e]0)

Coo

Stewardship & Planning Division

i Business Support & Asset Management Pacheco Project Delivery é-"Water Utility Capital Division

CADD Unit & Dam Safety Program & Project Delivery - Water Supply Division Operations & Maintenance Division
“-Business Planning & Analysis i Treated Water Division §""Design & Construction Division
é"-Raw Water Division

Source: Fiscal Year 2023-24 & FY2024-25 Operating and Capital Rolling Biennial Budget

Risk Analysis

Integrated Water plays a pivotal role in managing, safeguarding, and enhancing the region's water
resources and infrastructure. It encompasses a wide range of divisions, units, and programs, each with its
unique roles and responsibilities. However, this diversity also brings about a complex web of inherent risks
that demand careful assessment and mitigation strategies to ensure Valley Water's continued success in its
mission. Below, we present the key business areas, divisions, and units administered by Integrated Water,
the core responsibilities of each, and key factors contributing to its programs’ risk rating.

OFFICE OF ASSISTANT CHIEF EXECUTIVE OFFICER

The Office of the Assistant Chief Executive Officer leads and Budget: $ 2,704,478 FTE: 4

manages the Office of Integrated Water Management and Inherent Risks: Challenges related to financial
facilitates coordination between the Watersheds and Water Utility planning and program implementation, the planning and
business areas to achieve the Board’s Ends Policies and goals. execution of capital projects, the maintenance of

This Office provides managerial support to ensure Valley Water's existing infrastructure assets, compliance with
projects and programs are achieved in an efficient and effective regulatory requirements, and the efficient operation of
manner. both Watersheds and Water Utility programs.
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The Business Support and Asset Management Unit implements and
continually improves asset management standards and information
systems based on industry best practices. The unit manages Valley
Water’s water utility, watershed, and administration asset management
programs, and supports the users of Valley Water's Computerized
Maintenance Management System (CMMS), Maximo. In addition, the unit
manages three Water Utility infrastructure master planning projects: The
Water Treatment Plant, SCADA System, and Distribution System Master
Plan Implementation Projects. The unit also manages a Safe, Clean
Water project, F-8: Sustainable Creek Infrastructure for Continued Public
Safety.

Budget: $ 8,924,059

Inherent Risks: Facilitating efficient and
effective asset management by ensuring
accurate and reliable records of all District
infrastructure assets, the condition of all assets,
and a reliable plan to maintain all assets to
optimize useful life.

FTE: 11

The CADD Services unit is responsible for producing engineering drafting
and design work, plan production standards, and managing computer-
aided design (CAD) software in support of Valley Water’s water resources
facilities, flood management, pipeline infrastructure, and watershed
management facilities. The unit develops in-house project design
drawings for construction. Services include creating 2D and 3D designs
that combine information from different departments such as Survey, GIS,
Right-of-Way, and Engineering. Additionally, the unit maintains current
CADD Standards for Contractors and Engineers, assists in the quality
control of all project drawings for construction, and verifies that CADD
Record As-built drawings are completed per Valley Water standards for
future project work.

Budget: $ 2,891,420 FTE: 9

Inherent Risks: If the CADD Services unit fails
to produce plans or review the CADD work
produced by consultants and contractors in a
manner consistent with Valley Water’s plan
production standards, it could affect the delivery
and accuracy of construction and future
maintenance efforts, and unnecessarily increase
the cost of future capital projects, specifically
during the planning phases.

The Business Planning and Analysis unit manages, plans, and oversees
four major Valley Water-wide programs. This unit is responsible for Valley
Water’s implementation of the Five-Year planning process for the Capital
Improvement Program (CIP); Capital Project Management and Project
Controls (CPMPC) Program; the Safe, Clean Water and Natural Flood
Protection Program (Safe, Clean Water Program); and the District Lands
Management Program, which was designed to establish and maintain a
centralized framework to integrate the management of maintenance
obligations on Valley Water-owned lands and easements, as well as
those made through contractual commitments.

Budget: $ 5,459,489 FTE: 12

Inherent Risks: The cost-effective planning,
analysis, and reporting related to a wide range of
District capital projects; the ability to coordinate
with a large number of divisions and units within
Integrated Water, Finance, and Administrative
Services to ensure accurate reporting and
analysis; and the ability to ensure adequate
administration of special funded programs to
demonstrate that funds were expended in a
manner compliant with program requirements.
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Capital Improvement Program

The Capital Improvement Program (CIP) serves as the steward of Valley Water's capital funding
requirements for projects spanning Fiscal Year 2023/24 through Fiscal Year 2027/28. It plays a crucial role
in documenting planned initiatives and aligning Valley Water's planning with the community. This program
oversees various infrastructure projects totaling $9.52 billion, with an estimated $1.3 billion in external
funding through partnerships and reimbursements. Additionally, the CIP requires the accurate management
of financial records. Inherent risks associated with CIP programs include financial uncertainty due to
reliance on external funding, potential project delays, the reliability of resources to meet project demands,
the availability of project financing, and ensuring CIP plans are achievable—all of which could result in
capital project costs that exceed District plans, raising sustainability questions.

Safe, Clean Water and Natural Flood Protection Program

The Safe, Clean Water and Natural Flood Protection Program, approved through Measure S in 2020,
allocates $47 million annually for six core priorities: ensuring a safe water supply, reducing waterway
toxins, protecting against natural disasters, restoring habitats, providing flood protection, and supporting
public health. It operates with oversight from an Independent Monitoring Committee and mandatory audits
to assess cost-efficient outcomes.

Notably, a Safe, Clean Water Program Grant Management Audit was recently performed in 2020 that
identified delays in grant agreement execution, reimbursement processing, and extensive reporting
requirements, along with staffing challenges, prompting recommendations for tailored guidelines,
mandatory orientation, streamlined reporting, customized grant requirements, integrity checks, feedback
solicitation, goal setting, an operations manual, and potential job assignment reconfiguration to enhance
the District’s grants management program. Beyond the risks identified by the recent audit, inherent risks
include substantially increasing capital project costs, effective project management and delivery protocols,
and compliance with Program requirements.

District Lands Management

The District Lands Management Program handles Santa Clara Valley Water District property matters. This
includes acquiring properties needed for current and future district projects and programs, establishing
clear lands rights and obligations associated with all District real estate, establishing wildfire resiliency
plans and policies, and establishing policies and plans for the long-term use of Valley Water properties.

Before projects commence, the program ensures that some properties are leased at fair market rates to
external parties. When District purposes require the use of a leased property, the program provides
appropriate termination notices as mandated by law to make the property available for District use.
Additionally, the program may oversee public auctions to sell District properties. To prevent conflicts of
interest, it strictly prohibits leasing District real property to District employees, Board members, or
immediate family members. Individuals can contact designated personnel for inquiries about the property
leasing program or surplus properties.
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Further, recent legislation AB 1469 impacted the District Lands Management Program, which grants the
district the authority to take actions in consultation with local entities to assist unsheltered people living
within the District’s jurisdiction and establishes specific rules for surplus land disposal in such cases.

Inherent risks associated with the District Lands Management Program encompass strategic planning as it
relates to the Program’s activities, and compliance with conflict-of-interest policies, and potential legal and
regulatory obstacles in managing property acquisitions, leases, and sales, which may lead to delays or
complications. The program also faces public scrutiny regarding property disposition decisions and must
consider the financial implications of property transactions, including revenues from leases or sales.
Managing land rights, obligations, and properties, particularly concerning wildfire resilience planning and
policy development, is an ongoing risk, and the associated risk assessments can have implications for
communities and real estate transactions. Effectively mitigating these risks requires strict adherence to
legal requirements, transparent decision-making processes, and proactive measures to address disputes
and ensure compliance in the responsible management of District lands.

Capital Project Management & Project Controls Program

Capital Project Management & Project Controls Program is responsible for facilitating integration and
configurations of ProjectMates with other systems—Okta, Vena, and Infor—or with a customized training of
ProjectMates for project teams and management. The Program is also responsible for delivering the
biennial training of workflows related to the Capital Improvement Program (CIP) and Quality and
Environmental Management System (QEMS) policies and procedures, as well as maintaining transparent
communication through circulating a Quarterly Office of Integrated Water Management Newsletter. Inherent
risks include risks associated with the planning and execution of capital projects, including budget control
and adherence to project timelines, and the need to strike a balance between internal controls (as defined
in QEMS) and efficient project management.

The Dam Safety and Capital Delivery Division is responsible for | Budget: § 127,068,630 FTE: 21

planning, implementation, and management of the portion of Inherent Risks: Cost-effective contract, construction,
VaIIey. Water’.s 5-year Capital Improvemept Program (C.IP) and project management; maintaining the system in a
associated with dam construction and maintenance. This cost-effective manner; aging infrastructure; significant

Division consists of two units—the Pacheco Project Delivery Unit | qeferred maintenance and workorder backlogs;

and the Dam Safety Program Project Delivery Unit—which are | managing consultants and contractors and controlling
responsible for capital project delivery and maintenance of Valley project costs; health and safety risks and high level of

Water's dams. The Division was moved under the Office of public interest and visibility; maintaining sufficient staffing
Integrated Water Management in Fiscal Year 2020-21 from the resources; compliance and regulatory risks associated
Water Utility Enterprise business area, but Water Utility with environmental standards, and operational risks
continues to operate and control the assets. related to project execution; and completing projects on-

time and within budget.
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Pacheco Project Delivery

The Pacheco Project Delivery Unit is responsible for managing the Pacheco Reservoir Expansion Project.
This includes overseeing the expansion of Pacheco Reservoir to increase emergency water supplies,
improve water quality, and provide ecosystem benefits to the region and the Sacramento-San Joaquin
Delta. The unit collaborates with project partners, including San Benito County Water District and Pacheco
Pass Water District, to secure funding and ensure successful project delivery. Their role involves project
planning, environmental assessments, permitting, and coordination with state and federal regulators. The
Pacheco Project is part of Valley Water's efforts to increase overall water supply but faces numerous
challenges, including environmental, legal, and financial challenges, as well as project delays. One such
challenge relates to compliance with the California Environmental Quality Act (CEQA), which has led to
project delays. To be viable, Valley Water must secure sufficient funding, address legal concerns, and
navigate regulatory requirements before construction and overall project delivery can be considered.

Dam Safety Program & Project Delivery

The Dam Safety Program & Project Delivery Unit focuses on ensuring the safety and reliability of the water
District's 10 major dams. The Unit conducts periodic special engineering studies, surveillance and
monitoring, dam inspections and maintenance, and emergency response and preparedness to safeguard
the public from potential dam failures. This unit works closely with regulatory authorities and emergency
response partners to meet dam safety goals. Inherent risks include the potential for dam safety issues,
such as unexpected dam failures or structural problems, which can have catastrophic consequences.
Environmental factors, including climate change and seismic activity, can also pose risks to dam safety.
Ensuring a cost-effective maintenance program is essential, including assessing the condition of each
asset, ensuring all preventative maintenance, and avoiding the deferral of required maintenance.

WATER UTILITY ENTERPRISES BUSINESS AREA

The Water Utility Enterprise (Water Utility) is primarily
responsible for carrying out the core services related to the
Board's Ends Policy 2; that is, to provide a reliable, safe, and
affordable water supply for current and future generations in all
communities served. Directed by a Chief Operating Officer
(COQ), Water Utility is comprised of four divisions, each of
which includes functional units that carry out the work of the
division and the enterprise.

The Office of the Chief Operating Officer, Water Utility,
oversees the Water Utility Capital, Water Supply, Raw Water,
and Treated Water divisions. The Office of the COO was
allocated a budget of $2,208,942 for a total of three (3) FTE.
The COO provides for management activities that promote
communication, human resources development, budgeting,
project efficiencies and process improvement, mentoring and
recruitment, and supporting district-wide and special
events/efforts that benefit the whole organization.

Budget: $ 332,304,101 FTE: 308

Inherent Risks: Inherent risks include the potential that
Valley Water's infrastructure could fail, impacting the
quantity or quality of water available for Valley Water
customers.

While providing high-quality drinking water to Valley Water
customers is regulated by county and state agencies, the
delivery and maintenance of the capital infrastructure
required to do so is not. Because of this, risks include cost-
effective contract, construction, and project management;
maintaining the system in a cost-effective manner; aging
infrastructure; the potential for deferred maintenance and
workorder backlogs; managing consultants and
contractors control costs; health and safety risks and high
level of public interest and visibility; maintaining sufficient
staffing resources; compliance and regulatory risks
associated with environmental standards; and completing
projects on-time and within budget.
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The Water Utility Capital Division oversees the planning,
management, and execution of crucial capital projects related
to water infrastructure. This Division's responsibilities include
project management and design, construction oversight, asset
management, financial planning, environmental compliance,
and community engagement. It is responsible for ensuring the
efficient operation of water treatment plants, pipelines, and
pumping stations, playing a vital role in delivering safe and
clean water to the community. This includes managing and
designing capital projects, providing districtwide construction
management and inspection services, and implementing asset
management programs to optimize asset performance and
minimize maintenance costs. Additionally, the Division is tasked
with navigating complex environmental regulations, obtaining
permits, and engaging with the community to address concerns
and obtain necessary approvals.

Budget: $ 86,604,273

Inherent Risks: Capital project delivery responsibilities
are carried out by several divisions within Valley Water—
Dam Safety, Watersheds, and Water Utility. The inherent
risks remain the same for each: cost-effective contract,
construction, and project management; managing
consultants and contractors and controlling project costs;
health and safety risks and high level of public interest and
visibility; maintaining sufficient staffing resources;
compliance and regulatory risks; and operational risks
related to project execution and the ability to complete
projects on-time and within budget.

FTE: 68

Further, the Division provides construction management
and inspection services to all capital project delivery units,
creating the potential that interdepartmental silos could
create an impediment to efficient project delivery.

Construction Services Unit

Construction Services Unit is responsible for managing and overseeing the physical execution of capital
projects related to water infrastructure, coordinating and supervising the construction activities, and

ensuring all construction activities properly align with approved designs and project plans. The role of this
Unit involves managing contracts with construction companies; overseeing contractors' work; and ensuring
that projects are executed on time, within budget, and according to the required quality standards. This
includes scheduling, cost control, safety compliance, and ensuring construction projects meet all regulatory
and environmental requirements. Construction Services are essential in translating the designs and plans
into tangible, functional water infrastructure, ensuring Valley Water's water supply remains reliable and
resilient.

Inherent risks include construction delays due to unforeseen issues, such as weather events or unexpected
site conditions, which can impact project timelines and budgets; concerns related to contractor
performance, quality control, and safety compliance; ensuring construction activities align with complex
environmental regulations and permitting requirements; and establishing robust protocols to monitor
contractor activity, review costs for compliance with contract provisions, and ensure contractor
accountability.

Construction Inspection Services

The Construction Inspection Services Unit ensures the quality, safety, and compliance of construction
activities related to water infrastructure projects. This Unit is critical in conducting inspections, verifying that
contractors adhere to project specifications, and addressing any deviations or issues that may arise during
construction. Inspectors are tasked with monitoring work progress, conducting tests and quality checks,
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and verifying that the construction process aligns with environmental regulations and permits. They serve
as a bridge between the district, contractors, and regulatory bodies, providing real-time oversight to
safeguard project integrity and ensure that construction work meets the required standards.

Inherent risks include those associated with the dynamic nature of construction projects and the need for
ongoing and thorough. The potential for disputes with contractors, schedule delays, and cost overruns due
to unforeseen issues or changes in project scope is a significant concern. Environmental and safety
compliance issues could lead to regulatory penalties or legal challenges, emphasizing the importance of
thorough inspections and documentation. Staff turnover, staffing shortages, or fluctuations in workload can
impact the division's ability to maintain consistent oversight across projects; this is true as it relates to
Valley Water’s in-house personnel as well as contracted professional services firm.

Treatment Plants Project Delivery

This program is responsible for planning, designing, and implementing projects to improve, expand, or
maintain Valley Water's water treatment facilities. This includes potable water treatment plants, purification
centers, and recycling facilities. The program manages the entire project life cycle, from initial feasibility
studies and design phases to the construction and commissioning of treatment plants. Their role involves
coordinating with various internal and external stakeholders, including engineers, contractors,
environmental planners, and regulatory agencies to ensure treatment facilities meet water quality
standards, environmental regulations, and safety requirements. Additionally, the program is responsible for
optimizing treatment processes, responding to changing water quality conditions, and addressing
challenges related to droughts, climate change, and evolving water quality regulations.

In addition to the inherent risks associated with capital project delivery, risks also include challenges
associated with the water treatment infrastructure's complexity and critical nature. Delays in project
timelines due to permitting issues, design changes, or unexpected challenges can impact the District's
capacity to provide clean and safe drinking water. Compliance with evolving water quality regulations and
adapting treatment processes to changing environmental conditions pose ongoing challenges.

Pipelines Project Delivery

This program focuses on the planning, design, and execution of projects related to water conveyance
through pipelines, and oversees the development of new pipelines, rehabilitating existing pipelines, and
constructing pumping stations to ensure efficient water distribution throughout the District's service area.
Responsibilities include conducting feasibility studies, hydraulic modeling, design and engineering, and
project management. The program collaborates with multiple internal and external partners, including
engineers, construction contractors, and environmental planners, to meet water supply demands, improve
infrastructure resilience, and address the impacts of droughts and climate change.

In addition to the inherent risks associated with capital project delivery associated with Valley Water's
critical water conveyance infrastructure, there is the potential for pipeline failures, which can lead to water
supply disruptions, property damage, and costly repairs; aging pipelines, which can impact effectiveness,
safety, and water quality; permitting delays and environmental concerns; and challenges related to
multijurisdictional coordination.
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The Water Supply Division is responsible for overseeing various
aspects of water supply, including sourcing, treating, and
distributing water to meet the demands of the region, as well as
identifying future water supply needs, managing imported water
supplies, and implementing water conservation and recycled
water programs. It manages a diverse portfolio of water
resources, including surface water from reservoirs, groundwater,
and imported water supplies. The division collaborates with other
internal departments and external agencies to ensure a
sustainable water supply for the future, especially in the face of
challenges like droughts and climate change. Responsibilities
also encompass water quality monitoring, water rights
compliance, and the development of policies and programs
aimed at promoting water conservation and efficient use.

Budget: $ 123,879,047

Inherent Risks: Ensuring water availability and quality
and mitigating the potential for contamination; prolonged
droughts that lead to reduced water availability from local
sources like reservoirs and groundwater basins; potential
supply interruptions and increased costs relating to the
District's reliance on imported water; inaccurate water
supply forecasting; unforeseen economic consequences
resulting from revenue shortfalls caused by inaccurate
water supply forecasts and the need for expensive
emergency water purchases.

FTE: 36

Imported Water

The Imported Water Unit protects, manages, and develops Valley Water's imported water assets. Imported
Water meets the operational needs for imported supplies by securing reliable contracts with water
agencies, overseeing the conveyance and treatment of imported water, and coordinating the allocation and
distribution of imported water to the region's water treatment facilities. The Santa Clara Valley Water District
relies on imported water sources, such as the State Water Project and the Central Valley Project, to meet a
portion of the region's water demands. Imported Water also involves compliance with regulatory
requirements, monitoring water quality, and addressing potential risks associated with delivery
interruptions, water quality issues, and changes in state and federal water policies.

Inherent risks include supply reliability, regulatory compliance, potential disruptions caused by drought
conditions, competing demands from other regions, and environmental restrictions that can limit water
deliveries. Moreover, imported water contracts and agreements are subject to changes in state and federal
policies, which can impact the availability and cost of imported water supplies.

Recycled & Purified Water Program

The Recycled & Purified Water Program develops and expands recycled and purified water program as
well as leads planning and research studies. This program is responsible for managing and promoting the
use of recycled and purified water resources within the District's service area. This program plays a role in
diversifying the water supply portfolio and reducing reliance on traditional water sources. The Program is
responsible for overseeing the treatment and distribution of recycled and purified water, managing
infrastructure needs, ensuring compliance with water quality standards, and engaging in ongoing planning
and research studies. The program works to expand the use of recycled water for various non-potable
purposes, such as landscape irrigation, industrial processes, and groundwater recharge. Additionally, the
Program actively engages with the community and stakeholders to promote water conservation practices
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and raise awareness about the benefits of recycled water. Inherent risks include public perception,
infrastructure management, and ensuring the safety and quality of recycled and purified water.

Water Supply Planning & Conservation

The Water Supply Planning & Conservation Unit is responsible for long-term water supply planning,
demand forecasting, and implementing conservation initiatives. Their responsibilities include assessing
current and future water demands, evaluating available water resources, and developing comprehensive
water supply plans to meet the region's needs. Additionally, the Unit actively promotes water conservation
efforts to reduce water consumption, protect water quality, and minimize the environmental impact of water
use. Inherent risks include uncertainty in water availability due to factors like droughts and climate change,
inaccurate demand forecasts, or the failure to consider potential supply constraints, leading to water
shortages. The success of conservation initiatives depends on public participation and behavioral changes,
which can be challenging to achieve. Additionally, external factors, such as regulatory changes and funding
limitations, can impact the implementation of conservation programs.

The Raw Water Division maintains the Water Utility infrastructure, | Budget: $62,789,879 FTE: 105

operates the Raw Water System, and ensures continued Inherent Risks: Maintaining the system in a cost-
groundwater sustainability. The Division maintains Valley Water's | effective manner; managing consultants and contractors
three potable water treatment plants, Advanced Water Purification | gnq controlling operating costs; aging infrastructure; the

Center, Campbell Well Field, recycled water pipelines in South potential for deferred maintenance and workorder
transmission pipelines. The Division provides civil engineering and
corrosion control services in support of maintenance of these The Division's responsibilities, such as permitting private

facilities, prepares the Annual Water Supply Operations Plan for | and municipal wells, can be affected by uncertainties in
the water supply of the County, performs planning and analysis for | \yater usage, and the need for expanded metering

the operations of the Raw Water System, manages Valley Water's | creates logistical challenges.

groundwater basins and local water rights, and submits the
regulatory reports needed for operation of the Raw Water System
and Sustainable Groundwater Management Act (SGMA)
compliance.

Raw Water & Pipeline Maintenance Engineering

The Raw Water & Pipeline Maintenance Engineering team is responsible for ensuring the reliability and
integrity of the water distribution system by providing engineering and support services for raw water and
pipeline maintenance projects and programs. This team supports the overall maintenance efforts by
monitoring ongoing corrosion control services, employing acoustic fiber optics for pipe integrity
assessments, and leveraging technical expertise. It is also responsible for assessing the condition of critical
assets, implementing predictive and preventative maintenance strategies, and responding promptly to any
issues that could compromise the pipeline infrastructure's functionality. Inherent risks include challenges
related to the aging infrastructure, the ability to accurately assess the condition of the District’s pipeline
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infrastructure, and plan maintenance activities to ensure cost-effective and timely maintenance of District
assets and the continued functionality and structural integrity of its pipelines.

Raw Water Operations

The Raw Water Operations Unit ensures the effective conveyance and management of water from various
sources. This team operates 24/7, monitoring water levels, making real-time decisions on water allocation,
and responding to changing conditions by operating the reservoirs, pump stations, and transmission
pipelines to effectively manage water supplies. Their work is guided by forecasting and modeling, allowing
for efficient water supply management and allocation. Additionally, the Unit is responsible for reporting on
water rights to county and state authorities to maintain regulatory compliance and safeguard water
resources for the region.

Inherent risks include those primarily related to the region's climate variability and the potential for extreme
weather events such as prolonged droughts or severe storms. These weather pattems can significantly
impact water availability and necessitate rapid decision-making to meet supply demands while adhering to
regulatory obligations. The reliance on imported water sources and surface water introduces challenges
associated with supply interruptions and balancing water supply purchases with demand, especially during
periods of high-water usage.

Ground Water Management

The Ground Water Management team is responsible for the oversight, protection, and sustainable
management of groundwater resources within the region to provide accurate and timely information on
current and forecasted groundwater conditions. Through monitoring and regulating groundwater usage, the
Unit is responsible for ensuring compliance with state and local regulations, and managing the critical
groundwater basins. This Unit is tasked with implementing the Sustainable Groundwater Management Act
(SGMA) and developing Groundwater Sustainability Plans (GSPs) to maintain the long-term health and
sustainability of groundwater resources. In doing so, the Unit collaborates with other Valley Water divisions
and external agencies to address groundwater quality issues and mitigate the risks associated with over-
extraction, land subsidence, and declining water tables.

Inherent risks include those associated with water resource sustainability. Over-extraction of groundwater
can lead to adverse consequences such as land subsidence, saltwater intrusion, and reduced water
quality. Managing groundwater basins to achieve sustainability under SGMA regulations can be
challenging, especially during extended drought periods when demand for groundwater increases.

Wells & Water Measurement

The Wells and Water Measurement Unit oversees the regulatory aspects of wells within the region, and is
responsible for permitting and inspecting domestic, municipal, and large organization wells to ensure
compliance with regulations. This Unit also manages the metering of wells, which is essential for monitoring
water usage and maintaining accurate records; oversee the installation and maintenance of meters,
ensuring that water users report their usage accurately, particularly for larger users; and manages the
notification process for new well drilling and conducts inspections to verify that wells are used as permitted.
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This unit also incorporates the responsibility of ensuring that wells/deep excavations do not harm the
ground water resources and provides accurate measurements of water production.

Inherent risks include the accurate measurement and reporting of water usage by various stakeholders.
Ensuring that wells are metered correctly and that water users comply with reporting requirements can be
challenging, particularly for domestic and small-scale users where the District is reliant on self-reported
water usage data.

Field Operations & Pipeline Maintenance

The Field Operations & Pipeline Maintenance Unit is responsible for the reliable conveyance of raw water
from various sources to treatment plants and other destinations. This division operates 24/7, overseeing the
daily pumping and discharge of water, monitoring reservoir levels, reporting on water rights to regulatory
authorities and ensuring compliance, and ensuring that water is efficiently moved to recharge basins,
treatment plants, and reservoirs. Its work is guided by real-time data, forecasts, and modeling of storm
events. Additionally, this division is involved in maintenance activities related to the water supply
infrastructure that includes completing all mechanical, electrical, and control system maintenance of the
distribution system infrastructure. Inherent risks are generally associated with the availability of reliable and
accurate data to inform timely decision making, particularly when faced with extreme weather events that
can impact the availability and quality of raw water.

Treatment Plan Maintenance

The Treatment Plan Maintenance Unit is responsible for the upkeep and efficient operation of treatment
plants and treated water turnout facilities. This involves ensuring that treatment plants, which aid in the
purification of raw water, are well-maintained to deliver high-quality treated water to customers.
Maintenance activities include inspecting, repairing, and servicing various components of treatment plants,
such as pumps, filters, chemical dosing systems, and control systems. Additionally, the unit monitors plant
performance, conducts preventive maintenance to prevent breakdowns, and responds swiftly to address
any operational issues. Inherent risks include the potential for equipment failures or malfunctions, which
could disrupt the treatment process and impact the quality of treated water, as well as cause cost overruns.
Such failures may result in service interruptions or compromised water quality, leading to public health
concerns and regulatory violations.
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The Treated Water Division is responsible for ensuring the Budget: $56,821,960 FTE: 93

high-quality treatment and distribution of potable water to the Inherent Risks: Ensuring the quality and reliability of the
community. This division oversees the operation and drinking water supply, compliance with stringent and
maintenance of three potable water treatment plants and one evolving water quality standards; and ensuring the
purification center, as well as the Campbell Well Field to resilience of the water treatment facilities.

provide emergency backup supply to the treated water system.
These facilities treat and purify surface water from reservoirs,
ensuring it meets strict water quality standards. The Division
works continuously to optimize water treatment processes,
maintain equipment, and monitor water quality parameters to
provide safe and reliable drinking water to the region. The
Division provides technical expertise and leadership for all
commissioning-related work to improve overall safety, quality,
and reliability upon capital construction handover to Operations
and Maintenance (O&M). In addition, the Division
communicates regularly with water retailers, and maintains
communication and conducts annual check-ins for ongoing and
annual updates of drinking and recycled water regulations with
the State Water Resources Control Board.

Plant Maintenance Engineering & Commissioning

Plant Maintenance Engineering and Commissioning is responsible for overseeing the commissioning of
new facilities and equipment, ensuring they meet design specifications and function correctly. The Unit also
provides ongoing engineering support for maintenance activities, helping to plan and execute maintenance
projects to keep treatment plants in optimal condition. Inherent risks include ensuring compliance with
stringent regulations and ensuring data used to evaluate and report on compliance is accurate and reliable.

Water Quality

The Water Quality Unit is responsible for ensuring that treated water meets or exceeds stringent water
quality standards and regulations set by state and federal agencies. This Unit conducts in-depth water
quality analyses, monitors critical parameters, oversees the disinfection and chemical treatment processes
at treatment plants, and provides recommendations and tracks drinking water-related regulatory
development. Similar to the Plant Maintenance Engineering and Commissioning Unit, inherent risks include
ensuring compliance with stringent regulations and ensuring data used to evaluate and report on
compliance is accurate and reliable. Any deviation from these standards, whether due to source water
changes, equipment malfunctions, or human error, can have serious public health consequences and
regulatory implications.

Laboratory Services

The Laboratory Services Unit conducts extensive water quality testing and analysis to monitor various
parameters, assess the effectiveness of treatment processes, and detect any contaminants or anomalies. It
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provides valuable data and insights through analytical and sampling services that inform treatment plant
operations and support compliance with regulatory requirements, and manages the laboratory that tests
water from the treatment plants, Silicon Valley Advance Water Purification Center, surface water reservoirs,
and groundwater basins.

Inherent risks relate to factors that could diminish the accuracy or reliability of reported results, such as
failure to follow established protocols or laboratory contamination. Any errors or inconsistencies in the
testing process can lead to incorrect assessments of water quality, potentially compromising public health.
The unit must also keep pace with evolving water quality standards, emerging contaminants, and advances
in analytical methods. Additionally, resource constraints can impact the capacity to conduct extensive
testing and analysis, particularly during periods of increased demand or emergencies.

Utility Electrical & Control Systems Engineering

The Utility Electrical & Control Systems Engineering Unit is responsible for managing the electrical and
control systems that govern the operation of treatment plants and water distribution facilities within the
Santa Clara Valley Water District. This unit ensures the reliable and efficient functioning of critical
infrastructure by overseeing electrical systems, instrumentation, and control systems, and plays a key role
in optimizing energy usage, enhancing system automation, and ensuring that water treatment and
distribution processes run smoothly. Inherent risks include risks associated with the reliable operation of
electrical and control systems. Failures or disruptions in these systems can lead to operational
inefficiencies, downtime, and potential impacts on water quality and supply.

North and South Water Treatment Operations

The North Water Treatment Operations and South Water Treatment Operations Units are responsible for
the day-to-day operation and maintenance of water treatment facilities located in the northern region of the
Santa Clara Valley Water District, including Penitencia Water Treatment Plant, Silicon Valley Advanced
Water Purification Center, San Fransisco Public Utilities Commission-Valley Water Intertie facility, Santa
Teresa Water Treatment Plant, Rinconada Water Treatment Plant, Campbell Well Field, the West and
Snell/East Pipeline turnouts, and the East/Milpitas Pipeline turnouts. These facilities are essential for
treating raw water from various sources and ensuring its quality before distribution to consumers. Both units
operate around the clock to provide a consistent and reliable supply of treated water to the community.

Inherent risks include risks associated with the consistent delivery of treated water to a dynamic and
growing region. Variations in raw water quality, natural disasters, or equipment failures can disrupt the
treatment process and impact water quality and supply. Ensuring that the treatment process consistently
meets stringent water quality standards is essential, as any lapses can pose public health risks. The units
must also manage the challenges of maintaining aging treatment infrastructure and adapting to changing
regulatory requirements. Balancing the need for operational efficiency with emergency preparedness is
crucial.
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WATERSHEDS BUSINESS AREA

stewardship and management of the region's watersheds and
associated natural resources. The responsibilities include
watershed protection, environmental conservation, flood risk
reduction, and ecosystem restoration. Watersheds actively
manages and maintains the region's creeks, rivers, and
reservoirs to mitigate flood risks, promote water conservation,
and preserve the ecological health of the area. This division
also plays a role in ensuring water quality and availability for the
community by managing source watersheds and undertaking
projects that enhance the sustainability and resilience of the
local ecosystem.

The Office of the Chief Operating Officer leads and manages
Watersheds to achieve the Board’s Ends, Goals, and
Objectives. This includes providing Watersheds the leadership,
staff, and funding to conduct the administrative aspects of
Watersheds functions. In general, this provides for
management activities that promote communication, human
resources development, budgeting, project efficiencies and
process improvement, mentoring and recruitment, and
supporting Valley Water-wide special events/efforts that benefit
the whole organization.

FTE: 2

The Watersheds Business Area is responsible for the

Budget: $ 1,365,782

Inherent Risks: The management and conservation of
natural resources and the mitigation of flood risks. Climate
change, including the increasing frequency and intensity of
extreme weather events, presents a significant challenge
in terms of flood control and watershed management.
Balancing the ecological health of watersheds with flood
risk reduction efforts can be complex, as it requires careful
planning to minimize adverse environmental impacts.
Additionally, competing demands for water resources, land
use changes, and habitat degradation pose ongoing
challenges. Ensuring the long-term sustainability of water
sources, maintaining infrastructure, and addressing water
quality concems within watersheds are essential tasks.
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OFFICE OF WATERSHEDS STEWARDSHIP

& PLANNING DIVISION

The Office of Watersheds Stewardship & Planning Division is
responsible for maintaining and preserving the ecological health
of watersheds, ensuring flood risk reduction, and facilitating
sustainable water resource management. It collaborates with
various teams to conduct comprehensive environmental
analyses, assess hydrological and hydraulic factors, and
implement mitigation measures. Additionally, the division is
responsible for reviewing community projects to ensure
compliance with environmental regulations and the
conservation of natural resources.

The Division provides project and long-range planning for flood
protection and stewardship; develops and oversees the
integration of biological, hydrological, water quality, and
geomorphological data into the planning, design, and
construction of capital projects and operational programs;
provides environmental planning, permitting, and monitoring
services; ensures Valley Water's compliance with the regional
stormwater quality permit; protects Valley Water’s streams and
other assets through implementation of the Water Resources
Protection Ordinance, and collaborates with municipalities in
the County to ensure development projects minimize impacts to
Valley Water’s mission. In addition, the Division co-leads the
Fisheries and Aquatic Habitat Collaborative Effort (FAHCE) and
the Climate Change Action Plan, and ensures timely completion
of Key Performance Indicators for the Safe, Clean Water and
Natural Flood Protection Program’s surface water quality,
environmental monitoring, and habitat enhancement and
restoration priorities.

Budget: § 47,484,824 FTE: 82

Inherent Risks: The management of environmentally
sensitive areas, flood risk reduction, and the conservation
of natural resources. Environmental planning and
mitigation require navigating complex regulatory
frameworks, including the California Environmental Quality
Act (CEQA), ensuring compliance with various state and
federal environmental regulations, and managing and
mitigating the impact of climate change, extreme weather
events, and natural disasters on watersheds.

In addition to the environmentally-focused work of the
Division, the Division is also responsible for the
Community Projects program, which requires the
evaluation of land use permit applications. The Program
must review permits in a manner that safeguards
environmental integrity, which can lead to potential
conflicts with stakeholders and regulatory authorities.

The changing dynamics of climate patterns and increasing
environmental pressures further amplify the risks
associated with watershed management. Additionally,
resource allocation and budget constraints may impact the
ability to implement comprehensive watershed
management plans and projects.

Environmental Planning

The Environmental Planning Unit is responsible for conducting environmental impact assessments,
environmental reviews (including Environmental Impact Reports or EIRs), and managing the permitting
process for various projects. Environmental planners are tasked with ensuring that all activities within the
jurisdiction of the Santa Clara Valley Water District comply with environmental regulations, particularly
CEQA. They work closely with regulatory agencies, stakeholders, and project proponents to evaluate the
potential impacts of projects, develop mitigation measures, and provide recommendations to minimize

adverse environmental effects.

Inherent risks relate to the complexity of environmental regulations and the potential for disputes and legal
challenges. Projects in environmentally sensitive areas or those with the potential to impact natural
resources can face scrutiny and opposition from concerned communities or environmental organizations.
Ensuring the accuracy and thoroughness of EIRs is essential to avoid legal complications and regulatory
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setbacks which can result in increased costs, and further construction delays. In light of recent events of
the failure to adequately perform and assess the need for an environmental review, there is a risk of
delayed construction, increased project costs, and the possibility of undue damage to the environment,
contrasting the District’s mission “to provide Silicon Valley safe, clean water for a healthy life, environment,
and economy.”

Hydrology, Hydraulics, & Geomorphology

The Hydrology, Hydraulics, & Geomorphology Unit specializes in the scientific assessment of water inflow
and outflow patterns within watersheds. It is responsible for conducting hydrological and hydraulic analyses
to predict and manage flooding events, support the water utility's functions, and calculate water capacity in
reservoirs. Furthermore, this unit plays a significant role in studying geomorphological features, such as
river channels and landforms, to understand their evolution and impact on water flow. By employing data-
driven methods and models, it contributes to informed decision-making and long-term planning to ensure
the efficient management of water resources and the protection of communities from flooding.

Inherent risks include risks related to the accuracy of predictions, the unpredictability of weather events,
and evolving regulatory requirements. Incorrect predictions or incomplete assessments can lead to
inadequate flood protection measures, potentially putting communities at risk during extreme weather
events, which can increase costs associated with unplanned mitigation efforts. Additionally, climate change
introduces uncertainties in precipitation patterns and water flow, which can challenge existing models and
flood management strategies.

Environmental Mitigation & Monitoring

The Environmental Mitigation & Monitoring Unit consists of biologists and specialists responsible for
overseeing and implementing mitigation efforts to offset the environmental impacts of various projects
undertaken by the Santa Clara Valley Water District. It conducts comprehensive surveys, monitor mitigation
efforts, and report their findings to regulatory agencies and other stakeholders. Inherent risks relate to
ensuring the effectiveness of mitigation measures, meeting regulatory obligations, and addressing
unexpected ecological changes. If mitigation measures are not adequately planned or executed, there is a
risk of not achieving the desired ecological outcomes. The unit must also navigate a complex web of
environmental regulations, and non-compliance can lead to regulatory sanctions, increased costs, and
project delays.

Community Projects Review

The Community Projects Review Unit is responsible for evaluating and processing requests from various
entities to work on properties within the jurisdiction of the Santa Clara Valley Water District. These requests
often involve land use changes, permits for working on district-owned properties, or projects that may
impact watersheds and water resources. The unit assesses the proposed projects to ensure they align with
environmental regulations, land management policies, and the District's conservation objectives. They also
engage in discussions with project proponents, regulatory agencies, and stakeholders to address potential
issues and ensure that projects adhere to established guidelines. Notably, an Opportunities to Improve
Permit Processing Audit was recently performed in 2021 that identified challenges in the Community
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Projects Review Unit's permit processing and recommended several measures to streamline related
services, enhance customer communication, and optimize workflow processes.

Inherent risks include risks related to balancing land use needs, environmental protection, and regulatory
compliance. Conflicting interests among project proponents, environmental advocates, and regulatory
authorities can create challenges in reaching consensus and obtaining necessary approvals. Moreover,
processing a large volume of project requests may strain available resources and potentially lead to delays
in project reviews and increased project costs. The team must also remain vigilant in evaluating the
potential ecological impacts of proposed projects and ensuring that mitigation measures are implemented

effectively.

The Watersheds Operations &Maintenance Division provides
field maintenance, engineering support, vegetation
management, and environmental services management for
Water Utility Facilities and the Stream Maintenance Program
(SMP) in the Lower Peninsula, West Valley, Guadalupe,
Coyote, and Uvas/Llagas watersheds. The Office of

Budget: $ 64,544,832 FTE: 120

Inherent Risks: Infrastructure risks associated with the
maintenance and upkeep of watershed facilities, such as
dams, reservoirs, and flood control structures; safety risks
due to potential hazards during operations and maintenance
activities.

Watersheds Operations and Maintenance provides
administrative leadership and support for the four units that
comprise the Division. The Division objective is to ensure that
maintenance work is performed in accordance with
regulatory permits and maintenance guidelines and is
coordinated and consistent throughout the Division.

Watersheds Field Operations

The Watersheds Field Operations Unit is responsible for a wide range of outdoor tasks, including clearing
small debris, adding vegetation, and performing other essential activities to preserve the health and
integrity of the watershed environment. By ensuring that the watersheds are well-maintained, this unit
contributes to the protection of water quality, flood control, and overall ecosystem health. They often work
on-site, directly interacting with the natural landscape to keep it in optimal condition.

With these roles and responsibilities, inherent risks involve exposure to environmental elements, physical
hazards, and potential weather-related challenges. Employees working outdoors may encounter wildlife,
unpredictable weather conditions, and rugged terrain, posing risks to their safety. Ensuring that workers
have the necessary training and safety equipment is crucial to mitigate these risks. Moreover, the team
must be attentive to potential environmental impacts of their activities, such as unintentional disturbances to
sensitive habitats. Careful planning, adherence to best practices, and ongoing environmental monitoring
are essential for minimizing these impacts.

Operations & Maintenance Environmental Support

The Operations & Maintenance Environmental Support Unit assists the field operations staff in ensuring
that maintenance activities within Watersheds align with environmental regulations and standards. This unit
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conducts surveys, gathers data, and offers support in assessing the environmental impact of maintenance
projects. They also collaborate with regulatory agencies, monitor mitigation efforts, and help maintain the
ecological balance of watershed areas, making sure that maintenance activities are carried out responsibly
and sustainably.

With these roles and responsibilities, inherent risks involve navigating complex regulatory frameworks,
assessing potential environmental impacts, and ensuring compliance with ecological guidelines. Failing to
adhere to environmental regulations or properly assessing the environmental consequences of
maintenance activities can lead to regulatory violations and potential harm to the environment, as well as
increased costs due to unplanned delays. Therefore, the team faces the inherent risk of regulatory non-
compliance and environmental damage.

Operations & Maintenance Engineering Support

The Operations & Maintenance Engineering Support Unit plays a critical role in providing engineering
assistance and guidance to the operations and maintenance staff within the watershed areas. They help
plan and execute maintenance projects, ensuring that they are carried out efficiently and effectively. By
leveraging engineering expertise, this unit contributes to the long-term sustainability of watershed assets
and infrastructure.

With these roles and responsibilities, inherent risks include those primarily related to the successful
execution of maintenance projects. These risks include project delays, cost overruns, and potential
disruptions to watershed operations. Inaccurate project planning or engineering assessments can lead to
unforeseen issues during project implementation, which may affect both the environment and operational
efficiency.

Vegetation Field Operations

The Vegetation Field Operations Unit specializes in managing vegetation within watershed areas to reduce
the risk of wildfires and ensure the overall health of the ecosystem. Their responsibilities include clearing
and managing vegetation, particularly in high-risk areas where wildfires could pose a threat to water
resources and infrastructure. By implementing effective vegetation management strategies, this team helps
safeguard the watershed environment and minimize the risk of wildfire events that could impact water
quality and availability.

With these roles and responsibilities, inherent risks include risks related to the use of equipment like
chainsaws, herbicides, and prescribed burns. There is a risk of physical injury to personnel during field
operations, as well as potential environmental risks if herbicides are not used properly or if prescribed
burns are not carefully controlled. Additionally, the team must consider the ecological impacts of vegetation
management and ensure that it aligns with conservation objectives. To mitigate these risks, the team must
follow strict safety protocols, conduct regular training, and employ environmentally responsible practices to
manage vegetation effectively while safeguarding both personnel and the environment.
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The Design & Construction Division within the Office of Budget: § 119,509,222 FTE: 65

Watersheds is responsible for planning, designing, and Inherent Risks: Include those related to project delays,
overseeing construction projects aimed at enhancing and cost overruns, environmental compliance, and regulatory
infrastructure. This includes delivery of projects in Valley construction projects that may involve various contractors,

Water's rolling 5-year Capital Improvement Program (CIP) a”fj designs, and environmental considerations. Delays in

division manages various units that focus on different can result in increased costs and potential regulatory non-
geographic regions and aspects of design and construction. | compliance. There is the possibility of environmental risks
Their responsibilities encompass project planning, design related to mitigating potential impacts on natural
development, cost estimation, contractor management, and ecosystems during construction. Additionally, the division
project execution. They work closely with multiple must navigate regulatory agencies and meet stringent
stakeholders to ensure that watershed projects meet environmental standards to ensure that projects do not

environmental, regulatory, and operational requirements. The | harm sensitive ecosystems within the watershed areas.
objectives of the Watersheds Design and Construction

Division are to provide natural flood protection for residents,
businesses, and visitors; and to protect and restore creek,
bay, and other aquatic ecosystems. This Division also
provides organization-wide support services for Surveying and
Real Estate needs.

Design & Construction Unit

The Design & Construction Unit is divided into six distinct units, each responsible for specific geographic
regions and aspects of watershed design and construction. These units handle a wide range of projects,
from infrastructure improvements to environmental enhancements, within their designated areas. They
manage the entire project lifecycle, from initial planning and design to construction oversight and project
completion. Each unit collaborates with local communities, regulatory agencies, and other stakeholders to
ensure that projects are executed effectively and in compliance with relevant standards.

With these roles and responsibilities, inherent risks for all Design & Construction Units include risks related
to project complexity, resource allocation, and compliance with environmental regulations. Managing a
diverse portfolio of projects across different geographic regions requires effective resource allocation and
coordination. Delays, budget overruns, or issues with project execution can pose risks to project success.
Moreover, ensuring that projects align with environmental standards and community expectations is a
constant challenge. Failure to meet these requirements can result in regulatory penalties, environmental
harm, and reputational damage.

Notably, a performance audit of the Lower Silver Creek Flood Protection Project Consultant Agreement
with RMC (A3277G) and its related amendments was recently performed in 2018. This audit addressed
issues related to conflicts of interest, financial review, fund reallocation, sole sourcing, and performance;
and it included recommendations for improvements in disclosure and management of conflicts of interest,
enhancing financial and fund reallocation procedures, formalizing and documenting review processes,
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strengthening project document controls and change management practices, and adopting best practices
for firewall and background checks.

Land Surveying & Mapping

The Land Surveying & Mapping Unit provides essential support for accurate surveying, mapping, and
geospatial data management. This unit is responsible for ensuring that project designs are based on
precise spatial information and that construction activities are executed with accuracy. They are also
responsible for maintaining up-to-date land records, property boundaries, and geospatial data, which are
essential for project planning and execution.

With these roles and responsibilities, inherent risks primarily include the accuracy and integrity of spatial
data. Errors or inconsistencies in surveying and mapping can lead to costly design modifications,
construction issues, and disputes over property boundaries. Moreover, keeping geospatial data up to date
is a continuous challenge, as environmental changes and new developments can impact the accuracy of
existing records.

Real Estate Services

Real Estate Services Unit is responsible for managing land acquisition, easements, property rights, and
other real estate-related matters for watershed projects. This unit is responsible for acquiring the necessary
land and property rights to carry out construction and environmental initiatives within the watershed areas.
They work closely with property owners, negotiate agreements, conduct appraisals, and oversee land
transactions to ensure that projects have the required access and rights to carry out work. Notably, a Real
Estate Audit was recently performed in 2020 that identified challenges in property acquisition timelines,
fiscal sustainability assessment, and operational efficiency and recommended enhancing transparency,
accountability, and property management practices, providing more training on real estate acquisition
processes, improving performance measurement, risk assessment, and financial analysis, facilitating
communication with property owners, and expanding public information about real estate services.

With these roles and responsibilities, inherent risks include those that primarily relate to property
negotiations, legal complexities, and budget considerations. Acquiring land and property rights can be a
time-consuming process, and negotiations may encounter resistance from property owners or regulatory
hurdles. Budget overruns can occur if property values are higher than anticipated or if negotiations stall.
Additionally, legal challenges related to eminent domain or property disputes can pose significant risks.

Risk Summary

Most of the divisions and programs within Integrated Water perform functions that are central to the mission
and purpose of Valley Water, and would be characterized as moderate- to high-risk. Ultimately, this risk
assessment identified a small number of audit topics that would cover the bulk of Integrated Water's
operations. Integrated Water consumes 80 percent of Valley Water’s budget, with substantial resources
dedicated to the District’s capital infrastructure, including capital project delivery and maintenance.
Specifically, capital project delivery encompasses six distinct organizational units within Integrated Water
and maintenance operations encompass three organizational units. Decentralization can prove problematic
in a variety of ways: project management practices could be inconsistent; parties fulfilling different roles,
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such as construction managers and project managers, may not be on the same page in working with
contractors; communication could falter; and it could constrain flexibility in assigning personnel across
functional lines.

Further, with substantial resources dedicated to capital project delivery, a 2023 performance audit of the
Capital Improvement Program raised concerns regarding the availability of staffing resources to carry out
the capital projects planned for the District. Hiring substantial project delivery personnel will require
additional support and administrative personnel (Human Resources, Facilities, Information Technology),
and even if Valley Water outsources project delivery activities, additional in-house staffing resources may
be required to manage and oversee the consultants to ensure cost and quality control.

Finally, Integrated Water is responsible for achieving Valley Water’s core mission and goals. The Office of
Integrated Water Management faces a range of interconnected risks that stem from the complexity of its
responsibilities, regulatory compliance demands, and financial considerations. Addressing these risks
requires a holistic approach that emphasizes effective communication, robust project management,
environmental stewardship, and sound financial planning. Because of this, we find it prudent to prioritize
performance audits related to the operations of Integrated Water. With this in mind, we illustrate below the
risk rankings of each division or program area in relation to one another.
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EXHIBIT 24. PROGRAM RISK RATINGS
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Impact

Based on this assessment, there are several potential audit topics that warrant consideration for future
audit planning.

1) Valley Water's captial project delivery activities, including the District’s overall approach to project
and construction management, the contract vehicles employed on capital projects, methods for
monitoring contractors and evaluating contract compliance, and execution. The factors may include
project timelines, budget management, staffing resources, inter-departmental coordination,
contractor performance, and compliance with environmental and regulatory requirements for
capital projects within the watersheds.

2) Valley Water's infrastructure maintenance programs, including assessing Valley Water's methods
for developing and maintaining asset inventories; determining the condition of existing assets;
scheduling predictive and preventative maintenance; monitoring maintenance backlogs; work order
scheduling; the extent to which Valley Water relies on outsourced service providers to augment in-
house resources; how well inventories are planned, maintained, and optimized to enhance overall
operational efficiencies; the use of asset management software or systems to extend the lifespan
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of critical infrastructure while minimizing operational costs; and the allocation of resources for
ongoing maintenance to ensure the continued functionality and safety of infrastructure assets.

3) The Community Projects Unit's processes for receiving applications for permits, processing and
issuing permits, and measuring performance in meeting established goals.

4) Valley Water's real estate management activities, including the responsibilities of both the Real
Estate Unit within Watersheds and the District Lands Management Program within Integrated
Water Management, with the intent to evaluate Valley Water’s overarching approach to managing
real estate assets.

9) Valley Water's Watershed management practices, including the effectiveness of Watersheds in
managing and preserving natural resources within the region's watersheds. This may cover
evaluating the impact of environmental conservation efforts, flood risk reduction measures, and
ecological restoration initiatives.

6) Valley Water's flood control infrastructure, focusing on the maintenance and performance of flood
control infrastructure such as dams, reservoirs, and levees. This could involve assessing the
condition of these structures, compliance with safety standards, and preparedness for extreme
weather events.

7) Valley Water's environmental compliance may include examining the District's adherence to
environmental regulations and permits concerning watershed management. This might involve
evaluating how well Valley Water manages ecological preservation, land use, and habitat
protection within the watersheds.

8) Valley Water's emergency response and preparedness, concentrating on the readiness and
effectiveness of Water Utility Enterprises' emergency response and preparedness plans. It would
assess the procedures in place to respond to natural disasters, water supply disruptions, and other
emergencies, such as COVID-19, including communication protocols, resource allocation, and
coordination with local authorities to ensure uninterrupted service during crises.
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Risk Assessment Results

A Risk Assessment for audit planning purposes is intended to identify ways to optimize the value of limited
audit resources. This includes identifying “high-risk” programs or operations—e.g., those involving the most
resources, impacting the most residents, experiencing the greatest challenges, etc.—but it is not limited to
identifying “high-risk” programs or operations. In addition to identifying Valley Water programs that are
considered to be high- or moderate-risk for inclusion in the audit plan, consideration must also be given to
ensuring broad coverage over a defined period of time. Below, we provide recommendations for the
consideration of the Valley Water Board of Directors in the development of the Fiscal Year 2023-24 through
Fiscal Year 2025-26 Three Year Audit Plan.

In considering the departmental profiles described in the prior section, we shift to a broader view of our
assessment of risk throughout the District. In Exhibit 25 we provide a districtwide heat map, differentiating
our assessment of risk among each of Valley Water's key programs and operations. In the lower left corner,
we have several units or programs that present relatively low risk, including certain departmental
administrative operations, the Office of the Clerk of the Board, the Office of the District Counsel, and other
lower-risk operations. In the upper right corner, where the yellow meets the red, we find several divisions or
programs for which we find reason to prioritize a performance audit. These include those programs or
operations involving the most resources and having a substantial impact on Valley Water. The District's
internal service programs tend to fall within the moderate-risk category.

EXHIBIT 25. DISTRICTWIDE PROGRAM RISK RATINGS
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It is important to recognize, however, that effective audit plans do not solely focus on program areas that
fall into the high-risk category. If this were the case, the same programs would be audited year after year.
Rather, an effective audit plan ensures adequate coverage throughout the Valley Water's departments and
programs. To achieve this, we recommend establishing an auditing cycle that ensures that the
performance, programs, and/or activities of every department or office are audited, at least in part, on a
periodic basis—such as on a three- to five-year cycle.

This risk assessment identified a total of 33 potential audit topics, which are presented in Appendix A of
this report, which we present as the complete Fiscal Year 2023-24 through Fiscal Year 2025-26 Three Year
Audit Plan. This list of audit engagements addresses every department within Valley Water, and provides a
balance between internal service programs and those departments that fulfill Valley Water’s core
responsibilities—the Integrated Water, Watershed, and Water Utility business areas.

This, of course, is more than what can be achieved by Valley Water during any three-year period, both in
terms of available audit resources and scheduling logistics. While the budget for Independent Board Audit
Services will ultimately determine the number and scope of audits that can be completed in a given year,
we understand that existing resources exist to perform up to three or four performance audits in a given
year. With this in mind, we prioritize 12 audit engagements that we recommend for the three-year period
between Fiscal Year 2023-24 and Fiscal Year 2025-26, as shown in Appendix B of this report. The ability to
perform all 12, however, will be dependent on available resources and logistical considerations. Should the
Board Audit Committee determine that it is not feasible to complete all 12 under current conditions, options
available include reducing the number of priority audits, increasing budget resources, or extending the
period to conduct the audits from three years to up to four or five years.

These audit topics are proposed as audit priorities for the Board Audit Committee’s consideration. It is
recognized, however, that prior to establishing each annual audit plan, the Independent Board Auditor will
seek input from the Board Audit Committee and members of the Board to obtain input before determining
the specific audits to be included in each annual audit plan. This allows for continued input and routine
updating to the Three Year Audit Plan as a way to ensure it addresses current and emerging challenges
faced by Valley Water.
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Appendix A. Proposed Three-Year Audit Plan

This risk assessment resulted in the identification of 33 potential audits for consideration of the Valley
Water Board of Directors. The Independent Board Auditor recommends the inclusion of these audit topics
in the 2024-2026 Three-Year Audit Plan.

Office of the Chief Executive Officer

1) The District’s overall approach to performance measurement, the purpose of which would be to
identify ways to build upon exiting performance metrics in a manner that provides the Board
reasonable assurances that metrics exist to evaluate progress to achieving Ends Policies, as well
as to evaluate the overall efficiency and effectiveness of Valley Water operations.

2) The District’s overall compliance with Board policies, including Board Governance Policies,
Ends Policies, and Executive Limitations Policies.
Office of the Clerk of the Board

3) Evaluate the Office’s business processes, information systems, and workload management
practices to identify potential inefficiencies or opportunities for improvement in the Office’s
operational activities and administrative functions.

Office of District Counsel

4) Evaluate the Office’s business processes and information systems to identify potential
inefficiencies or opportunities for improvement in the Office’s administrative functions.

5) Evaluate risk management practices, including the District’s reliance on third-party administrators
and service providers, risk retention and transfer evaluations, claims processing, and workplace
health and safety programs, as well as existing workload demands and future opportunities to
enhance risk management operations in a growing District government.

Administrative Services

6) Information technology is generally considered to be a moderate- to high-risk function in any
government organization, and recommended performance audits typically focus on:

Cybersecurity and network hygiene;

IS

Data management protocols;

o

Customer service efficiency;

o

Disaster recovery planning;
Cost-effectiveness of operations, including contracting and purchasing; and

f.  Information technology project management policies, processes, and practices, and the
consistency of the IT Department’s efforts with best practices.
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7) Determine whether the District’s human resources management activities are consistent with
industry standards; sufficient to ensure compliance with federal, state, and local laws and
regulations; effective in attracting, retaining, and motivating a highly talented, qualified, and
effective workforce; and appropriately resourced and right-sized for Valley Water. This should
include key elements of human resources management, such as policies and procedures related to
and its administration of the following:

a. Hiring and recruiting;

b. Classification and compensation;

c. Employee recordkeeping;

d. Human Resources Information System functionality and system controls;
Employee relations and performance management;

f.  Benefits administration;

g. Workplace investigations;
h. Professional and workforce development, training, and succession planning;
i. State and federal compliance.

8) The administration of compensation practices to ensure employer costs are appropriately
controlled by determining whether benefit enroliment processes appropriately control employee
enrollment and cost-sharing, including the verification of dependent eligibility, and the recording of
employee compensation within Infor to ensure compensation (including bonuses and other
differential pay) are appropriately approved and authorized.

9) Cashiering processes, including those performed through differing information and cashiering
systems, the impact that staff turnover has had on cashiering operations, and the role of Finance
and Administration in ensuring adequate internal and system controls associated with each.

10) Valley Water's facilities maintenance program, including evaluating the Department’s ongoing
control, monitoring, assessment, and maintenance of Valley Water facilities and properties to
identify opportunities to enhance efficiencies and protect District assets.

11) Valley Water's equipment management program, including determining the extent to which the
acquisition, maintenance, and control of equipment and fleet vehicles are performed in a manner
consistent with best practices, controls over sensitive assets are effective to prevent misuse,
routine and preventive maintenance is performed in accordance to acceptable guidelines, the
potential for abuse of District vehicles/fuel/equipment is appropriately mitigated, and practices are
both efficient and effective.

12) The overall efficiency of the Emergency, Safety, & Security Division, and the extent to which the
Division carries out its responsibilities in @ manner consistent with best practices and regulatory
requirements. As well as assessing the adequacy of emergency preparedness in the face of
situations such as unusual weather events, COVID-19, strikes, recessions, and climate change.
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13) Warehouse operations, including the processes and protocols for inventory acquisition and
management, conducting inventory audits, and otherwise controlling assets held in inventory, and
the efficiency and effectiveness of such processes.

14) The practices of the Business Customer Support program, including its business and workload
management practices, to identify potential inefficiencies or opportunities for improvement in the
program’s operational activities and administrative functions.

15) Procurement activities, including General Services’ practices relating to the following:
a. Ensuring consistency with Valley Water policies, procedures, and other relevant guidance;
b. Proper segregation of duties with accounts payable functions and operational activities;
c. Consistency with best practices;
d. Efficiency in executing procurements in a manner that meets districtwide needs;

e. Timeliness of contracting and procurement practices, including the identification of
potential bottlenecks;

f.  Evaluating the appropriateness of the procurement vehicles used for different types of
procurements, including the purchases of goods and supplies, professional services,
construction contractors, operations and maintenance contractors, and other types of
procurements; and

g. Benchmarking research, including the extent to which Valley Water's procurement
practices compare with other public sector agencies.

External Affairs

16) Evaluate the Office’s business processes, information systems, and workload management
practices to identify potential inefficiencies or opportunities for improvement in the Office’s
operational activities and administrative functions.

Finance

17) Grant management activities, including determining whether existing policies and procedures;
systems of internal control related to the recording, tracking, and monitoring of grant funds to
ensure full compliance and recovery; and staffing and system resources are sufficient to
administer, optimize, and account for grant monies in an efficient and effective manner.

18) Treasury operations, including evaluating cash management, investment, treasury functions, and
determining the extent to which investment and cash management activities adhere to best
practices and established investment policies.

19) Budget processes, including evaluating budget and financial planning protocols and practices, the
sufficiency of budgetary tools available to Valley Water management to monitor budget-to-actual
performance, and the overall efficiency and effectiveness of the District’s biennial budget cycle.

20) The efficiency and effectiveness of system integration between the Finance enterprise system,
Infor, and other information systems utilized to manage Valley Water fiscal activity.
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21) The Completeness of policies and procedures, including how they are maintained, updated,
made available and communicated to all relevant parties.

22) Accounts receivable, including assessing the manual billing processes employed by Finance to
bill and collect from utility customers.

23) Financial analysis and forecasting practices, including the extent to which revenue forecasting is
consistent with best practices in an environment significantly impacted by the pandemic and
climate change, particularly within Water Supply, and the extent to which forecasting models and
fiscal policies provide an effective framework for ensuring long-term sustainability.

24) Payroll and compensation practices, including whether practices ensure total compensation and
payments to employees, including executive management and Board members, comply with
collective bargaining agreements and Board policies.

Integrated Water Management

25) Valley Water’s captial project delivery activities, including the District’s overall approach to
project and construction management, the contract vehicles employed on capital projects, methods
for monitoring contractors and evaluating contract compliance, and execution. The factors may
include project timelines, budget management, staffing resources, inter-departmental coordination,
contractor performance, and compliance with environmental and regulatory requirements for
capital projects within the watersheds.

26) Valley Water's infrastructure maintenance programs, encompassing various elements related to
operations and maintenance, including assessing Valley Water's methods for developing and
maintaining asset inventories, determining the condition of existing assets, scheduling predictive
and preventative maintenance, monitoring maintenance backlogs, work order scheduling, the
extent to which Valley Water relies on outsourced service providers to augment in-house
resources, and how well inventories are planned, maintained, and optimized to enhance overall
operational efficiencies. As well as including evaluation of the use of asset management software
or systems to extend the lifespan of critical infrastructure while minimizing operational costs.
Maintenance assessments may include focusing on maintenance schedules, preventive
maintenance programs, inspection procedures, and the allocation of resources for ongoing
maintenance to ensure the continued functionality and safety of infrastructure assets.

27) The Community Projects Unit’s processes for receiving applications for permits, processing and
issuing permits, and measuring performance in meeting established goals.

28) Valley Water's real estate management activities, including the responsibilities of both the Real
Estate Unit within Watersheds and the District Lands Management Program within Integrated
Water Management, with the intent to evaluate Valley Water’s overarching approach to managing
real estate assets.

29) Valley Water's Watershed management practices, including the effectiveness of Watersheds in
managing and preserving natural resources within the region's watersheds. This may cover
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evaluating the impact of environmental conservation efforts, stewardship efforts, flood risk
reduction measures, and ecological restoration initiatives.

30) Valley Water's flood control infrastructure, focusing on the maintenance and performance of
flood control infrastructure such as dams, reservoirs, and levees. This could involve assessing the
condition of these structures, compliance with safety standards, and preparedness for extreme
weather events.

31) Valley Water's environmental compliance may include examining the District's adherence to
environmental regulations and permits concerning watershed management. This might involve
evaluating how well Valley Water manages ecological preservation, land use, and habitat
protection within the watersheds.

32) Valley Water's emergency response and preparedness, concentrating on the readiness and
effectiveness of Water Utility Enterprises' emergency response and preparedness plans. It would
assess the procedures in place to respond to natural disasters, water supply disruptions, and other
emergencies, such as COVID-19, including communication protocols, resource allocation, and
coordination with local authorities to ensure uninterrupted service during crises.

33) Valley Water’s operations of the Raw and Treated Water Divisions, including evaluating both
Division’s practices and strategies to maintain and ensure long-term sustainability, assessing the
efficiency and effectiveness of core business operations, and adhering to leading industry
practices.
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Appendix B. Prioritized Audit Topics for the Board’s Consideration

We recognize that the actual audit plan will be determined, in part, by the budgetary resources available for
the Independent Board Auditor, which currently allow for a maximum of four audits per year. Nevertheless,
for the Board’s consideration, we present the following 12 audit engagements that we believe can be
completed during the three-year period between Fiscal Year 2023-24 and Fiscal Year 2025-26.

1) Capital Project Delivery

a. Valley Water's captial project delivery activities, including the District’s overall approach
to project and construction management, the contract vehicles employed on capital
projects, methods for monitoring contractors and evaluating contract compliance, and
execution. The factors may include project timelines, budget management, staffing
resources, inter-departmental coordination, contractor performance, and compliance with
environmental and regulatory requirements for capital projects within the watersheds.

2) Board Policies

a. The District’s overall compliance with Board policies, including Board Governance
Policies, Ends Policies, and Executive Limitations Policies.

3) Clerk of the Board

a. Evaluate the Office’s business processes, information systems, and workload
management practices to identify potential inefficiencies or opportunities for improvement
in the Office’s operational activities and administrative functions.

4) Human Resources

a. Determine whether the District's human resources management activities are consistent
with industry standards; sufficient to ensure compliance with federal, state, and local laws
and regulations; effective in attracting, retaining, and motivating a highly talented, qualified,
and effective workforce; and appropriately resourced and right-sized for Valley Water. This
should include key elements of human resources management, such as policies and
procedures related to and its administration of the following:

i. Hiring and recruiting;
ii. Classification and compensation;
iii. Employee recordkeeping;
iv. Human Resources Information System functionality and system controls;
v. Employee relations and performance management;
vi. Benefits administration;
vii. Workplace investigations;

viii. Professional and workforce development, training, and succession planning;
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ix. State and federal compliance.

9) Operations & Maintenance and Asset Management

a. Valley Water's infrastructure maintenance programs, encompassing various elements

related to operations and maintenance, including assessing Valley Water's methods for
developing and maintaining asset inventories, determining the condition of existing
assets, scheduling predictive and preventative maintenance, monitoring maintenance
backlogs, work order scheduling, the extent to which Valley Water relies on outsourced
service providers to augment in-house resources, and how well inventories are planned,
maintained, and optimized to enhance overall operational efficiencies. As well as including
evaluation of the use of asset management software or systems to extend the lifespan of
critical infrastructure while minimizing operational costs. Maintenance assessments may
include focusing on maintenance schedules, preventive maintenance programs, inspection
procedures, and the allocation of resources for ongoing maintenance to ensure the
continued functionality and safety of infrastructure assets.

6) Information Technology

Information technology is generally considered to be a moderate- to high-risk function in
any government organization, and recommended performance audits typically focus on:

i. Cybersecurity and network hygiene;
ii. Data management protocols;
iii. Customer service efficiency;
iv. Disaster recovery planning;
v. Cost-effectiveness of operations, including contracting and purchasing; and

vi. Information technology project management policies, processes, and practices,
and the consistency of the IT Department’s efforts with best practices.

7) Purchasing and Contracting

Procurement activities, including General Services’ practices relating to the following:

i. Ensuring consistency with Valley Water policies, procedures, and other relevant
guidance;

ii. Proper segregation of duties with accounts payable functions and operational
activities;

iii. Consistency with best practices;
iv. Efficiency in executing procurements in a manner that meets districtwide needs;

v. Timeliness of contracting and procurement practices, including the identification of
potential bottlenecks;

vi. Evaluating the appropriateness of the procurement vehicles used for different
types of procurements, including the purchases of goods and supplies,
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professional services, construction contractors, operations and maintenance
contractors, and other types of procurements; and

vii. Benchmarking research, including the extent to which Valley Water's procurement
practices compare with other public sector agencies.

8) Safety & Security

a. The overall efficiency of the Emergency, Safety, & Security Division, and the extent to
which the Division carries out its responsibilities in a manner consistent with best practices
and regulatory requirements. As well as assessing the adequacy of emergency
preparedness in the face of situations such as unusual weather events, COVID-19, strikes,
recessions, and climate change.

9) Raw and Treated Water

a. Assessing the infrastructure maintenance and sustainability within Valley Water's Raw and
Treated Water Divisions would include a thorough evaluation of both Division’s practices
and strategies to maintain and ensure long-term sustainability of its critical infrastructures.
This would assess the performance of the two Divisions in managing the aging
infrastructure, assessing the risks associated with deferred maintenance, as well as the
focus on optimizing the allocation of resources.

10) Stewardship and Planning

a. Valley Water’s flood control infrastructure, focusing on the maintenance and
performance of flood control infrastructure such as dams, reservoirs, and levees. This
could involve assessing the condition of these structures, compliance with safety
standards, and preparedness for extreme weather events.

11) Treasury

a. Treasury operations, including evaluating cash management, investment, treasury
functions, and determining the extent to which investment and cash management activities
adhere to best practices and established investment policies.

12) Water Supply

a. Financial analysis and forecasting practices, including the extent to which revenue
forecasting is consistent with best practices in an environment significantly impacted by the
pandemic and climate change, particularly within Water Supply, and the extent to which
forecasting models and fiscal policies provide an effective framework for ensuring long-
term sustainability.
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A Santa Clara Valley Water District

Valley Water

File No.: 25-0847 Agenda Date: 10/15/2025
Item No.: 4.4.

COMMITTEE AGENDA MEMORANDUM
Board Audit Committee

Government Code § 84308 Applies: Yes [1 No
(If “YES” Complete Attachment A - Gov. Code § 84308)

SUBJECT:
Discuss 2025 Annual Audit Plan (Capital Project Delivery; Contracting Practices; Conservation
Strategies; Water Usage/Demand Forecasting), and Provide Feedback as Needed.

RECOMMENDATION:
A. Discuss 2025 Annual Audit Plan; and
B. Provide feedback as needed.

SUMMARY:

On November 20, 2024, the Chief Audit Executive (CAE) presented the proposed topics for the 2025
Annual Audit Plan to the Board Audit Committee (BAC) based on his individual interviews with each
of the Board members. The BAC discussed and ultimately agreed to recommend the following topics
to the full Board:

1) Capital project delivery activities, including Valley Water’s overall approach to project and
construction management, the contract vehicles employed on capital projects, methods for
monitoring contractors and evaluating contract compliance, and execution. The factors may
include project timelines, budget management, staffing resources, inter-departmental
coordination, contractor performance, and compliance with environmental and regulatory
requirements for capital projects within the watersheds.

2) Centralized and decentralized contracting processes, including:

a. Determining consistency with Santa Clara Valley Water District (Valley Water) policies,
procedures, best practices, and other relevant guidance;

b. Assessing timeliness of contracting and procurement practices, including the
identification of potential bottlenecks;

c. Evaluating the appropriateness of the procurement vehicles used for different types of
procurements, including the purchases of goods and supplies, professional services,
construction contractors, operations and maintenance contractors, and other types of
procurements; and

d. Benchmarking research, including the extent to which Valley Water’'s procurement

Santa Clara Valley Water District Page 1 of 3 Printed on 10/8/2025

powered by Legistar™


http://www.legistar.com/

File No.: 25-0847 Agenda Date: 10/15/2025
Item No.: 4.4.

practices compare with other public sector agencies.

3) Water conservation strategies, including evaluating Valley Water’s relationships with other
water agencies, evaluating best practices among water districts, assessing how monies
dedicated to conservation activities are being spent, and identifying opportunities to enhance
Valley Water’s conservation goals.

4) Water usage and demand forecasting, including identifying best practices employed by
benchmark agencies, and how forecasting models are used to inform the Water Supply Master
Plan.

At its meeting on January 28, 2025, the Board approved the audit assignments and respective target
start dates for each audit:
1) Capital Project Delivery
. Assign to Sjoberg Evashenk with possible start in late Q2 2025 and conclude in Q1 of
2026

2) Centralized and Decentralized Contracting Practices
. Assign to Sjoberg Evashenk with possible start in Q2 2025 and conclude in Q4 of 2025

3) Water Conservation Strategies
. Assign to Moss Adams with possible start in Q1 2025 and conclude in Q3 of 2025

4) Water Usage and Demand Forecasting
. Assign to Moss Adams with possible start in Q3 2025 and conclude in Q1 of 2026

Current Status of Audit Projects
1) Capital Project Delivery

. Project commenced August 14, 2025, and the project remains in the planning phase.
The project commenced later than anticipated and is now expected to conclude in Q2
2026.
2) Centralized and Decentralized Contracting Practices
. Project commenced May 29, 2025, and the project is now in the fieldwork phase. Some

delays have occurred and the project is now expected to conclude in Q1 of 2026.
3) Water Conservation Strategies

. Project commenced on April 3, 2025, and the audit is currently in the reporting phase.
4) Water Usage and Demand Forecasting
. Task Order signed on September 3, 2025, and Kick-off is anticipated to occur in early
October 2025.

The purpose of this agenda item is to discuss the 2025 Annual Audit Plan, any new related
information as appropriate, and receive any feedback the BAC deems appropriate.

ENVIRONMENTAL JUSTICE IMPACT:
There are no environmental justice impacts associated with this item. The Annual Audit Workplan
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serves as a tool for communicating audit priorities as determined by the BAC and the Board of
Directors.

ATTACHMENTS:
None.

UNCLASSIFIED MANAGER:
Darin Taylor, 408-630-3068
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A Santa Clara Valley Water District

Valley Water
File No.: 25-0848 Agenda Date: 10/15/2025
Item No.: 4.5.
COMMITTEE AGENDA MEMORANDUM
Board Audit Committee
Government Code § 84308 Applies: Yes [1 No
(If “YES” Complete Attachment A - Gov. Code § 84308)
SUBJECT:

Review and Discuss 2025 Board Audit Committee (BAC) Work Plan.

RECOMMENDATION:
Review and discuss topics of interest raised at prior BAC meetings and approve any necessary
adjustments to the 2025 BAC Work Plan.

SUMMARY:

Per the BAC’s Charter, Article Ill, Paragraph 6.2, “The Committee shall, in coordination with Valley
Water’s Clerk of the Board, develop a proposed Annual Work Plan. Items shall be included in the
Annual Work Plan based upon a majority vote of the Committee.”

Under the direction of the Clerk, Work Plans are used by all Board Committees to increase
Committee efficiency, provide increased public notice of intended Committee discussions, and enable
improved follow-up by staff. Work Plans are dynamic documents managed by Committee Chairs and
are subject to change.

Since the September 17", 2025, BAC meeting, the Work Plan has been updated. The 2024 Safe,
Clean Water (SCW) Program Performance Audit was added to the October BAC meeting, and the
Audit Analysis Report from the Chief Audit Executive (CAE) memo was rescheduled from October to
November.

Looking forward, the topics of discussion identified for the November 19, 2025, BAC Meeting can be
summarized as follows:

2020 SCW Program Grants Management Audit Update
Audited Financial Statements

Audit Analysis Report from the CAE

Discuss 2026 Annual Audit Plan

el e
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5. Discuss 2025 Annual Audit Plan
6. Discuss 2025 BAC Work Plan

Upon review, the BAC may make changes to be incorporated into the work plan.

ENVIRONMENTAL JUSTICE IMPACT:

The BAC Work Plan is not subject to environmental justice analysis. The BAC Work Plan serves as a
tool utilized by the BAC to identify topics to be discussed during the public meeting and when that
topic may be presented.

ATTACHMENTS:
Attachment 1: 2025 BAC Work Plan

UNCLASSIFIED MANAGER:
Candice Kwok-Smith, 408-630-3193
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BOARD AUDIT COMMITTEE 2025 WORKPLAN
January 1, 2025 to December 31, 2025
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# Board Audit Committee Management

Conduct Annual Self-Evaluation

) Receive and Discuss CAE Activity Report R R
to Evaluate Performance

3 ]Election of BAC Chair and Vice Chair .

4 |Discuss Board Audit Committee Audit Charter .

5 ]Discuss Scope of Annual Audit Training .

6 |Receive Annual Audit Training

7 1Review and Update BAC Work Plan . . . . . . . . . . . .
8 |Provide Draft BAC Work Plan for Upcoming Year

Board Audit Committee Special Requests

Review of Joint Powers Authority (JPA) audits
10]Discuss Board's CAE Contract (expires 11/22/25) .
11]Discuss the purpose of Board directed audits .
Discuss Baker Tilly Contract (expires 03/28/26)

Board directed Audits

312020 SCW Program Grants Management

1412021 Permitting Best Practices .

15]2023 CIP Performance .
16]2024 Human Resources Audit .

1712024 Information Technology Audit .

18]2024 Board Policies and Compliance Audit
19]2025 Audit - TBD

Other Audits

2024 SCW Program Performance Audit
CAE Standing Topics

21|Review and Update Annual Audit Plan
22|Discuss next Annual Audit Plan . .
23|Discuss Draft 2026 Annual Audit Plan .
Discuss Proposed 2026 Annual Audit Plan, Assign Audit Firms, and
24 Recommend Proposed 2026 Annual Audit Plan with assignments for .
Board Approval
5|Financial Status - Periodic Updates
26 Audit Report of the Water Utility Enterprise Funds .
27|Audited Financial Statements . 3
28 Single Audit Report .
Subventions Audit Report

Staff Standing Topics

30]JAudit Recommendations Implementation Status

31| Receive Audit Analysis Report from CAE .
Committee Clerk Action Items (not included in count shown in Row 3 above)

32| Provide BAC Summary Report to full Board . . . . . . . . . . . .
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