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DRAFT 

MEETING AGENDA 
 

         Americans with Disabilities Act 
 
The City Council Chambers is an accessible facility. If you wish to attend a meeting and you will require 
assistance in order to attend and/or participate, please call the Agency at (831)722-9292 in advance of the 
meeting and every effort will be made to accommodate your attendance and participation. 
 
Agenda Item Page #  

Note:  The Board may take action on any item listed on the agenda. 
 
 

1. Call to Order 
 

2. Roll Call of the PVWMA Directors: Rosemarie Imazio (Chair), David Cavanaugh (Vice-Chair), 
John G. Eiskamp, Rich Persoff, Dennis Osmer, Dwight Lynn, and Salvador Vasquez. 

 
3. Pledge of Allegiance 
 
4. Oral Communications 

This time is set aside for members of the general public to address the Board of Directors on any 
item not on the Agenda, and that is within the subject matter jurisdiction of the Board of Directors.  
Each speaker is allotted up to 3 minutes.  No action or discussion shall be taken on any item 
presented except that the Board may respond to statements made or questions asked, or may ask 
questions for clarification. All matters of an administrative nature will be referred to staff.  All 
matters pertaining to the Board may be scheduled for discussion at a future meeting or referred to 
staff for clarification or a report, at the pleasure of the Board.  

 
5. Director Comments 

 
6. Counsel Report 
  
7. General Manager Report 
 
8. Consent Agenda   

All items appearing on the Consent Agenda are recommended actions which are considered to be routine 
and will be acted upon as one consensus motion. Any items removed will be considered immediately after 
the consensus motion. The Board Chair will allow public input prior to the approval of the Consent 
Agenda. 
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A. Approve August 2, 2012 Special Meeting minutes                                                                        1-2       
B. Approve August 15, 2012 Joint Meeting – Board of Directors and Ad Hoc Basin Management       

Plan Committee                                                                                                                               3-5 
C. Approve August 15, 2012 minutes.                                                                                                7-8  
D. Approve Financial Reports for August 2012.                                                                                 9-20 
E. Consider approval of Extension of Proposition 50 Implementation Agreement with The Nature 
Conservancy                                                                                                                                           21-62  
F. Receive report on Accounting Controls Policies and Procedures                                                   63-66 

 
 1.   Chair entertains Board member request for removal of items   

2.  Questions from Board 
3.  Public comment 
4. Board discussion and deliberation 
5.  Board action 

                        
9. Informational Items 

A. Receive presentation on Current and Projected Supplemental Water Deliveries                             67-68 
 

10. Discussion and/or Action Items          

A. Review results of City of Watsonville Debt Reconciliation              69-86 
1. Introduction by staff     
2.  Questions from Board 
3.  Public comment 
4. Board discussion and deliberation 
5.   Board action    
 

B. Consider approval of audited financial statement  for fiscal year ending June 30, 2011                  87-88 
1. Introduction by staff     
2.  Questions from Board 
3.  Public comment 
4. Board discussion and deliberation 
5.    Board action 

C.  Consider Driscoll proposal to Fund Agency Retrofit of Driscoll Grower Meters with Digital Output Units  
1. Introduction by staff                                                                                                                  89-98    
2.  Questions from Board 
3.  Public comment 
4. Board discussion and deliberation 
5.    Board action 
 

D. Consider Approval of Resolution 2012-08 Expressing Appreciation to the Members of the Ad Hoc Basin 
Manangement Plan Committee for their service to the Board and Community           99-102 
1. Introduction by staff 
2. Questions from Board 
3. Public comment 
4. Board discussion and deliberation 
5. Board action                       
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11. Monthly Reports/Presentations    

A. Project Operations Report 
1. Receive 2012 Project Delivery Update 
2. Receive Harkins Slough Project Update 

a. Pump Station maintenance 
b. January 2012 flooding 

B. Other Committee Reports                                                                                                                103-106 
1. Pajaro Integrated Regional Water Management Plan Stakeholders Coordination Committee 

 
12. Written Communication/Correspondence:  August 2012.                                                                 107-135 
 
13. Future Meetings  

A. Water Quality Project and Operations Committee — Wednesday, September 26, 2012, 3:00 – 
4:00 p.m., PVWMA Conference Room, 36 Brennan Street, Watsonville. 

B. Administrative/Finance Committee — Tuesday, October 9, 2012, 12:30 –1:30 p.m.(tentative – 
may be rescheduled), PVWMA Conference Room, 36 Brennan Street, Watsonville.   

C. Board of Directors — Wednesday, October 17, 2012, 7:00 p.m., City Council Chambers, 275 
Main Street, Fourth Floor, Watsonville.  
 

14. Future Agenda Items 
15. Closed Session 

D. CONFERENCE WITH REAL PROPERTY NEGOTIATORS 
Property: Santa Cruz County APN 052-18-119 
Agency Negotiators: General Manager, General Counsel 
Negotiating Parties: PVWMA, Golden State Bulb Growers 

 
16. Adjournment 
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DATE:  September 13, 2012 
MEETING OF: September 19, 2012 
TO:   Board of Directors 
FROM:  General Manager 
RE:  CONSENT AGENDA ITEM 8F: Receive report on Accounting Controls 

Policies and Procedures 
 
BACKGROUND 
In June 2012 a former temporary employee of the Agency notified the Board of concerns related 
to accounting procedures and controls.  An outside accountant was retained to review the issues 
raised by the former employee as well as other areas that are vulnerable to misuse.  Specifically, 
the areas reviewed included a) handling of petty cash, b) fuel card use and c) use of “cash-back” 
rebates from use of the Agency’s American Express card at Costco. 
 
Handling of petty cash is a concern because cash payments to the Agency sometimes require that 
change be made from the petty cash fund.   
 
The fuel card issue arose from concerns about past or potential future use of an Agency fuel card 
at a card lock facility for personal use.  Fuel cards are issued for each field vehicle, staff turns in 
receipts for each purchase with vehicle mileage reported, and monthly invoices and receipts are 
reviewed by the Senior Water Systems Operator and Customer Service Representative 
responsible for accounts payable.  
 
The American Express cash-back payment was a concern because our American Express 
account, which is used to make Costco purchases, requires a social security number on the 
account. The cash-back rewards are therefore issued in the name of that employee whose social 
security number was used.  An American Express cash-back reward in the amount of $65 was 
cashed by the employee earlier in the year and in turn repaid to the Agency.  It appears that in the 
prior year, a $55 rebate was made but the disposition of that rebate could not be determined. In 
short, there was confusion as to how/if these rebates were used – in the future the rebates will be 
used timely against Agency purchases, with management oversight. 
 
An additional issue was raised regarding the Purchasing and Check Signing Policy and General 
Managers signing authority. This was discussed at the Administrative/Finance meeting on 
September 11, and will be brought to the full board at a future meeting.  
 
DISCUSSION 
The attached report summarizes the results of the review, noting that policies and procedures 
appear to be adequate. With the hiring of the new Administrative Services Manager October 1, 
another layer of oversight will be in place.  
 

  
MEMORANDUM 
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The Administrative/Finance Committee reviewed and discussed a draft of the attached update at 
its meeting on September 11, 2012.  The Committee accepted the review, and in addition, made 
two recommendations; 1) that administrative staff periodically review and trend fuel usage 
against mileage to both ensure that fuel use is appropriate and for signs of poor engine 
performance which can be seen by reduced fuel efficiency, and 2) that staff contacts American 
Express to see if a credit card can be issued that does not require a staff social security number. 
 
FISCAL IMPACT 
There may be a loss related to the fuel theft, depending on the outcome of the case. The Agency 
does have insurance that could cover against this loss.  
 
STAFF RECOMMENDATION 
That the new Administrative Services Manager again reviews the Agency’s internal controls and 
provides recommendations and implements new policy as deemed necessary. 
 
ATTACHMENTS 

• PVWMA Internal Control Policy Updates  
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DATE:  September 14, 2012 
MEETING OF:   September 19, 2012  
TO:    Board of Directors 
FROM:  General Manager 
RE:  ACTION/DISCUSSION ITEM 10A: Review results of City of 

Watsonville Debt Reconciliation 
 
BACKGROUND 
Our annual auditors, Bartlett, Pringle & Wolfe recommended that an accounting firm be retained 
to assess the reasonableness of debt incurred with the City of Watsonville for construction of the 
Recycled Water Facility (RWF).  The local accounting firm, Hutchinson & Bloodgood, who has 
done work for the Agency in the past and is familiar with our finances, was hired to perform this 
review.   
 
The Recycled Water Facility (RWF) was designed and constructed by the City in partnership 
with PVWMA to provide a supplemental supply of irrigation water for distribution through our 
Coastal Distribution System (CDS). The PVWMA is responsible for costs of the design and 
construction of the facility and retains rights to water produced by the plant. The 2006 agreement 
between the City and PVWMA regarding construction and operating cost repayment is attached. 
 
Construction of this facility was funded, in part, by grants from the State (Proposition 50 - $6.4 
million) and Federal (Bureau of Reclamation Title XVI - $20 million) government grants 
programs. The remainder was financed by the City of Watsonville.   
 
PVWMA staff was involved in all pre-design, design, and construction activities. Specifically, 
staff participated in pre-design, pilot study development and value engineering meetings 
beginning in 2003.  During construction of the facility, the PVWMA had a licensed civil 
engineer on staff who provided input into design decisions, reviewed plans and specifications 
and bidding documents and bid results, reviewed cost allocation and attended all construction 
meetings.   
 
Work performed during the feasibility study/design phase of the project (July 1, 2003 through 
March 13, 2006), costing $4,525,123.12 was funded through an advance from the City of 
Watsonville to PVWMA. This was paid off with proceeds from the Proposition 50 grant received 
in December 2009.  The remaining costs were funded through a $27,345,000 bond that the 
PVWMA is repaying in bi-annual payments as shown on the attached debt service schedule.  The 
bond is eligible for refinancing in 2017 and at that time, the principal may be reduced by 
application of Title XVI funds received and other funding available to reduce the Agency’s debt 
service load. 
 
DISCUSSION 
The attached letter dated September 6, 2012, details the findings made by Hutchinson & 
Bloodgood.  Their findings state that the invoices, totaling $33,585,518 appeared reasonable, the 
interest rates are within the guidelines specified, and the Title XVI funds and Agency payments 
were applied timely. Responses and/or clarifications to other of their findings are as follows: 
 

  
MEMORANDUM 
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Finding A.2 states that the auditors were unable to verify that the expenditures were 
correctly segregated between the City and Agency – as noted above, staff was involved in 
review of these cost allocations and verified that they were appropriately allocated.   
 
Finding A.3 states that the auditors were unable to verify invoices that related to the 
$4,525,123.12 in pre-design costs. Staff reviewed the invoices and verified the total.  The 
invoices for this period totaled $5,176,094.  Of this, $1,442,798 was credited back to the 
Agency. This credit was for design work done for the Operations Center, which was a 
cost that the City agreed to bear (both design and construction).  The invoices clearly 
identify “Operations Center and General Design” as separate tasks which facilitated this 
review.   
 
Finding A.4 Unverified Recycling Center Operating Expenses invoice of $207,636. 
During construction start-up activities in spring 2009, when the facility was nearly 
complete, recycled water was produced as part of the required validation testing of the 
facility.  Since this water met the Title 22 specifications and was suitable for delivery, the 
Agency agreed to take and deliver this water. The operation and maintenance (O&M) 
costs for producing this water were included in the capital cost of the project since 
production of this water was a requirement of the construction contract to prove that the 
contractor had adequately completed work. So these costs were added to the capital cost 
total, rather than typical annual O&M that is paid separately by the Agency to the City.  
Staff has reviewed these costs and they are valid. 

 
Finding B.2 relates to the 0.5% added on to the bond interest rate as shown on the Debt 
Service Schedule.  This was agreed to in the contract between the City and PVWMA 
(Article 9). The fee is compensation to the City for a) the risk of bonding for another 
agency, and b) for the limitation placed on the City for bonding its own projects. 
 
 Finding C.1 pertains to when bond proceeds were applied to expenditures between July 
2007 and June 2009, and how interest was then applied.  The City applied the proceeds at 
the later date, resulting in additional interest applied to the Agency’s debt.  The City’s 
response to this was that project expenses were still being incurred during this period, in 
fact over $8 million in additional construction expenses were realized between April 
2008 and June 2009. The bond proceeds were not considered “excess” until all project 
expenditures had been captured.   

 
FISCAL IMPACT 
Revisions were made (mainly timing adjustments) to the City of Watsonville schedules during 
the course of the review resulting in a $303,173 positive adjustment to PVWMA, which is shown 
on the attached “Reconciliation PVWMA Water Recycling Transactions.”   
 
The Administrative/Finance Committee reviewed the report provided by Hutchinson & 
Bloodgood at its meeting of September 11, 2012.  The Committee made the following 
recommendations, based on the Hutchinson & Bloodgood report: 
 

1. That Agency staff work with the City to determine appropriate investment of additional 
Title XVI grant funds when received (approximately $4 million is expected in the near 
term, leaving a balance of about $9 million owed for the project).  
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2. That the Agency reviews with the City the 8.5% of Title XVI funds retained by the City 
for their construction costs at the RWF.  
 

3. That the City considers sharing the cost of the reconciliation work performed by 
Hutchinson & Bloodgood.  

 
This has been discussed with staff at the City of Watsonville and they have agreed to meet to 
discuss these issues. 
 
STAFF RECOMMENDATION 
Staff recommends that the findings be accepted and that the outcome of discussions with City 
staff be reported back to the Board 

 
ATTACHMENTS 

• Agreement By and Between Pajaro Valley Water Management Agency and the City of 
Watsonville Regarding Construction Costs and Operation Costs of the Treatment Plant 
Component of Watsonville Are Recycling Project, dated March 19, 2006 
 

• Independent Accountants’ Report on Applying Agreed-Upon Procedures, dated 
September 6, 2012 
 

• PVWMA Debt Service Schedule  
 

• City of Watsonville Reconciliation - PVWMA Water Recycling Transactions 
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