


THE SOUTH SAN LUIS OBISPO COUNTY
SANITATION DISTRICT

INTRODUCTION

The Grand Jury initiated this investigation as the result of several citizen complaints and
numerous published articles and editorials in local newspapers alleging mismanagement and

other problems at the South San Luis Obispo County Sanitation District (District).

During its investigation, the Grand Jury learned that the State Water Resources Board (Water
Board) was also investigating some of the allegations. The Grand Jury subsequently learned that
the Water Board had issued various reprimands to the District and was actively engaged in
monitoring District remedial actions. Other allegations concerning the District were the subject
of ongoing legal proceedings. The Grand Jury decided not to pursue further the allegations that

were already being investigated or litigated in other forums.

However, the Grand Jury’s initial review of the multiple allegations concerning the District

revealed other concerns that warranted further investigation. Three major issues emerged:

1. The District Administrator has a conflict of interest in his dual, simultaneous roles as
administrator of the District’s facilities and operations, and as the majority owner of a
company, Wallace Group, that supplies a major share of contracted services to the

District without benefit of competitive bidding for such services.
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2. The District's Board of Directors (Board) has failed to recognize the existence of this
conflict of interest, which has resulted in a further failure of the Board to take action

necessary either to eliminate or properly mitigate the conflict.

3. The contract under which the District Administrator and his majority-owned company
perform services for the District is 25 years old. During this period, the contract has
never been evaluated, re-bid or modified in any way, except for approved increases in the
hourly billing rates that can be charged by the District Administrator and his employees

for services provided to the District.

The Grand Jury also learned that the Board had hired an investigator to review some of the
allegations of misconduct. The investigator’s report indicated he had found the allegations to be
false. The Board viewed this as evidence that District operations were quite satisfactory. The
Grand Jury’s review of this same investigation determined it had been ineptly performed and the

investigator’s conclusions were not substantiated.

The Grand Jury concludes that the Board and the District are exposed to a number of financial,
legal and public trust issues. These issues are a result of the District Administrator's conflict of
interest, the Board's failure to recognize and eliminate or mitigate the conflict, and the Board's
failure to evaluate, re-bid or modify its contract with the District Administrator for more than 25

years.

The Grand Jury recommends that the Board consider hiring independent management and that it
evaluate and compare and evaluate organizational and operational alternatives for the District. In
addition, as long as the District Administrator's conflict of interest continues to exist, the Grand
Jury recommends that the Board demand sufficient budget and cost detail to allow it to mitigate
this conflict. The Grand Jury further recommends that an independent audit of the District’s

accounts and records be performed by the County of San Luis Obispo’s Audit Division.
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This report describes the Grand Jury investigation, its conclusions and findings, and includes

recommendations for actions the Board should take or consider.

Addendum to Introduction:

This report is the result of a long and detailed Grand Jury investigation and analysis of the

South San Luis Obispo County Sanitation District. The investigation and report were completed
in April, 2011. While the report was being edited and reviewed for final publication, the Grand
Jury received several unsolicited letters from District representatives describing various changes
that have been or will be made in District policies, procedures and/or operations. The letters
indicate that changes are being made as a result of District “self- examination " after

considering the issues raised and questions asked by the Grand Jury during its investigation.

The Grand Jury acknowledges the receipt of these letters but will not otherwise describe or
respond to them in this report. The letters appear to be an attempt by the District to influence or
modify the Grand Jury report before it is published. Such an attempt reflects a

misunderstanding of the Grand Jury process. State law requires or permits the Grand Jury to
investigate the operations of governmental agencies. It is then authorized to issue reports that
include the findings of its investigations and such recommendations concerning the operations of
the governmental agency as the Grand Jury deems proper and fit. If and when the Grand Jury
publishes its report, State law then mandates the manner and form in which the governmental

agency is required to respond to any findings and recommendations of the Grand Jury.

This report sets forth the findings and recommendations of the Grand Jury concerning the
operations of the District as they were being conducted during the time of the Grand Jury
investigation. The required responses of the District to these findings and recommendations are
the proper place for the District to describe what, if any changes it has made or will make to its
policies, procedures or operations in response to the Grand Jury findings and recommendations.
The public will have to decide the validity of these Grand Jury findings and_recommendations

and the adequacy of the District’s required responses.

2010-2011 San Luis Obispo County Grand Jury
Page 3



TABLE OF CONTENTS

INTRODUGTION ....occeeeiiirricreerrmssnesssssse s ssassasssns s anasssse rrsasssssnestansssessasntasnsnassnnnannes 1
TABLE OF CONTENTS ..o ciirsmssssieninin s rssssnsen s s s snssmsssss nnsasassssssssaasssssnassanss 4
PROCEDURE ....cciiuceeeeirrnmeearrrrcnsnsssiisis e ssasassssamimsnssssirsssssssssn s assssistnssassssamnarnssanaes 6
BACKGROUND ....cceciiiciiirmcrmmiesnnsssnsrisassinsensisnnsssssennss aanssnanssssassssimtunssamanasiensssansans 6
Formation of the DISHTICt ....ueivceeeereresrermssrrseamessssrmasssenisssanassssenssscesssssssssssnsasan s msensssnns 6
District Board of Directors: Structure and ComposItion ............coeiviiiiiin 6
NARRATIVE ...ccciiiieiiiiinneireesermme s rssssinranes st sasss i sasnirmsss s anssssnasssssassssssansssinsssssasnssensannes 8
Current Operation and Structure of the District ..., 9

(2 TaY (=X o1 (=T =0 = e PP PRSP PPPPPPPRITS 9

Delegation of Management to the District Administrator......ceeeeecenciicsinienicnns 9

District Administrator Contract Terms and SCOPE ...covurerreressarsasssnsessssssanunsansanans 9

Additional Roles Assigned to the District Administrators ....ccccccmcnvncniiciinianns 11

Functions Performed by Wallace Group EMPIOYEES .....cveriusisissismscnnninnsssininnns 11

Functions Performed by District Operations EMpPIOYEES ....oveerieciinnierciennniaenininns 12

Use of Competitive BiddiNg ....ccceccnicsnressrsnminssmmmncrsnssnsisssnanessssasnenans 12

Issues Identified in Current OPerations .....cceisessseesmessssssammmrmnsmmesssssemm———————- 12

Board Dependence on the District Administrative for Information .....ccccinnneee. 12

District Administrator Conflict of Interest .......cveerinnniiiniic, 13

Inadequacy of the Budget/Payment Process to Ensure the

Conflict of Interest is Mitigated ......ccccccrmrviircnmnmnnnr s e 14
The O & M Part of the BUdget ....ccccceriircncimrinminnisnniniccsmee s 16
The Capital Projects Part of the Budget ..., 16
What Happens When the Board Asks for More Budget Detail? ........couueecennnn 19
The Budget/Payment Process Inadequacies in SUMMmMary ..., 20

Consequences of the Failure of the Board to Recognize

2010-2011 San Luis Obispo County Grand Jury
Page 4



the CoNnflict Of INLEIEST .uuiieeicevrnererrnnserrnsserssnasensssenssssmnssssansssnnsssanssnnnssnnnsses 20

Inadequacy of the Investigation to Determine the Reasonableness of

Wallace Group Charges .....cccersemmimmismmnemmisennenss s sessassssnns 21

Responsibility to Audit the District’'s Accounts and Records .....ieeusssvinimimesacsnnmneninnne. 23
CONCLUSIONS ... iciminirsee s rassans s e s s e e s e n s an s n e an e e e e e ann e e e s amnnnaan 24
FINDINGS iiiscsissscssissussssssssssassassabusssssvinivsasusiasssssianasississsnsnanssvnissvavssvsssinsiusssasaissnnansitansa 25
RECOMMENDATIONS ......ccctiiiimmmieinmmnmmnisssassssssesessimssssniasssasssssassesesssnssensssssnnnis 27
REQUIRED RESPONSES .....ccccosmseasasnmsaanissssssasiessssssssssnassssanssassnnsassssssasassnansssssissssnass 28
ATTACHMENTS iicciiiicsssssmssssosnsassssassnsssassssisinsassasaisasiniorsnsunassisansnisissnnuasrissessansanaonsss 29

2010-2011 San Luis Obispo County Grand Jury
Page 5



PROCEDURE

The Grand Jury obtained information for this report from the following sources:

« Interviews with the three members of the District Board of Directors

« Interview with the District Administrator

« Tour of the District wastewater processing plant

« Attendance at District Board meetings

« Extensive documentation provided by the District Board and the District Administrator.

» The redacted Thomas Consulting investigation report, together with documents
referenced in the report that were provided separately to the Grand Jury by the District
legal counsel

» The District’s audited financial statements

. Documents obtained from the State Water Resources Board concerning District
operations

« Documents obtained from the County of San Luis Obispo Office of the Auditor-

Controller

BACKGROUND

Formation of the District

The San Luis Obispo County Board of Supervisors formed the District in 1963. The District
provides wastewater treatment and disposal to approximately 39,000 residents of Arroyo Grande,
Grover Beach and Oceano. The plant facilities consist of a wastewater processing plant located
in Oceano, trunk lines that carry wastewater from the three communities to the processing plant,

and a 4,400-foot pipe that discharges the processed wastewater into the ocean.

District Board of Directors: Structure and Composition
A Board of Directors oversees District operations. The current Board consists of three members,

one from each city or community the District serves: Arroyo Grande, Grover Beach and Oceano.
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Each Director is an elected official of his or her respective city or community. Directors are
appointed under state law governing sanitation districts; they are not selected because they have
any special knowledge or qualifications regarding operation of a county sanitation district or
wastewater plant. Over the past 10 years, there have been 15 different directors on the Board, 5

of whom served only 1 year or less.

District Board duties are not the primary activity for any of the current Board members. In
addition to their City Council or Community Services District activities, Board members have

other public and private organization memberships, duties, and/or employment.
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NARRATIVE

Current Operation and Structure of the District

The table below graphically summarizes the services performed to operate and manage the

District. The remainder of this section of the report describes in more detail the various roles and

services that are required to operate and manage the District. It further explains who executes

the roles and provides the services, and describes how those services are provided to the District.

Summary Table of Services Performed to Operate and Manage the District :

SERVICE

PERFORMED BY

Set Policies

Goals & Objectives

Set Customer Rates

Develop Budget

Approve Budget & Amendments
Approve Expenditures

Engineering Services
Administration

Contract Administration

Maintain Budget & Expense Records
Chief Finance Officer

Treasurer

Operation of Wastewater Facility
Major Engineering Projects/ Studies
Capital Project Construction

Board of Directors, Advised by District Admintstrator
Board of Directors;, Advised by District Administrator
Board of Directors; Adv. by Distr. Admin. & Consultant
District Administrator

Board of Directors; Advised by District Administrator
Board of Directors; Advised by District Administrator
District Administrator/ Wallace Group

District Administrator/ Wallace Group

District Administrator/ Wallace Group

District Administrator/ Wallace Group

District Administrator

District Administrator

District Employees/ District Administrator Supervises
Normally Bid, Sometimes Assigned to Wallace Group
Bid out; Some Small Projects to District Employees

' Sources for this chart include the following: SSLOCSD Fiscal Year Budget 2010-2011, Table of Organization,
p.11 and Exhibit A, p. 97, SSLOCSD Sewer System Management Plan, adopted July 15, 2009; SSLOCSD Bylaws

approved March 2, 2011
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Role of the Board
The Bylaws of the District explain the responsibilities of the Board of Directors: “The primary
responsibility of the Board of Directors is the formulation and evaluation of policy. Routine
matters concerning the operational aspects of the District are to be delegated to professional staff
members of the District.” In addition, the Board is responsible for approval of the budget and

expenditures in conformity with the budget.

The Board meets twice a month. Until recently, the Board meeting duration was an hour or less.

Board members are paid $100 per meeting.

Board members are almost totally dependent on the District Administrator for the day-to-day
management decisions, engineering, planning, budgeting, and administration of the District. As
the Bylaws state, there are no expectations that the Board members have the time or expertise to
become involved in daily management of District operations. The District Administrator
provides management and is the conduit through which the Board receives most District

information.

Delegation of Management to the District Administrator
District Administrator Contract Terms and Scope

The District contracts for the services of a District Administrator who is the Chief Executive
Officer of the District. Twenty-five years ago, John L. Wallace signed a 3-page contract with the
District to provide these services (Attachment 1). According to an interview, the only revisions
to this contract during the last 25 years have been periodic increases in the hourly rates charged
by Mr. Wallace and employees of The Wallace Group for services provided to the District.
There is no available evidence indicating that the structure, cost or effectiveness of this contract

has ever been reevaluated or reconsidered by the Board or a qualified independent consultant.

The contract is between the District and Mr. Wallace as an individual. The stated purpose of the
contract is to engage the services of Mr. Wallace to act as the District Administrator. Mr.

Wallace has also been appointed to serve the District in other capacities, including District
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Engineer, District Finance Officer and Treasurer. There are no written agreements between him

and the District for his services in any of these other capacities.”

The services provided by Mr. Wallace under the contract are very broad and include the
following:
« General administration and management of the District
. General supervision and direction of District staff (District staff is not defined in the
Agreement but presumably includes all employees of the District)
 General engineering advice to and on behalf of the District staff
. Design, document preparation, contract administration, and inspection for District
projects including, but not limited to, water, sewer, drainage, and wastewater treatment

projects

While the word “design” is also not defined in the contract, it appears to include engineering for
the defined utility and public works projects. The breadth of the contract essentially gives Mr.
Wallace the right to provide all administration, management and engineering services required
by the District. The only services he does not provide are the services required actually to
operate the District’s wastewater treatment plant. District employees who are managed and

supervised by Mr. Wallace provide these services.

The contract authorizes Mr. Wallace to engage the services of his company’s employees as “HE
MAY DEEM PROPER” [emphasis added]. Absent any other limitation, this provision gives
Mr. Wallace unlimited discretion to assign the performance of any or all of the services under the
contract to his own company employees. In addition, Mr. Wallace is authorized to charge the

cost of these services at hourly rates specified in the contract and its subsequent amendments.

The only contract provision that limits or regulates the number of hours that may be charged is
the statement, “Services rendered pursuant to this Agreement shall be at the direction and request

of the District’s Board of Directors.” The contract has no term and remains in effect indefinitely

2 $SLOCSD Bylaws approved March 2, 2011, p.6; Fiscal Year Budget 2010-2011, Exhibit A, p. 97
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unless or until terminated by either party. Either party with thirty (30) days prior written notice

to the other party can terminate the contract.

Additional Roles Assigned to the District Administrator
In addition to the engineering and administrative services described in the contract, the District

Bylaws describe other responsibilities of the District Administrator:’

“The District Administrator shall be responsible for all of the following:
. The implementation of the policies established by the Board of Directors for the
operation of the District
. The appointment, supervision, discipline, and dismissal of the District’s employees,
consistent with the District’s Personnel Policies as established by the Board of Directors
« The supervision of the District’s facilities and services

« The supervision of the District’s finances”

As part of his administrative duties, the District Administrator provides the Board with an annual
budget, subject to its approval, as well as the subsequent budget and expenditure reports that the

Board reviews and approves.

Functions Performed by Wallace Group Employees
The District Administrator assigns many of the engineering and administration services for
which he is responsible to Wallace Group employees. To illustrate the financial significance of
these assignments, information provided to the Grand Jury by the District Administrator
indicates that the Wallace Group charged the District $836,000 for its services in Fiscal Year
2009-2010. The personnel expenses for the District’s nine employees in this same period totaled
$842.004.* Therefore, approximately one-half of the District's total labor costs in FY 2009-2010
were either paid to Mr. Wallace or resulted from his assignment of services to Wallace Group

employees.

3 §SLOCSD Bylaws approved March 2, 2011, p. 6
* Fiscal Year Budget 2010-2011, actual personnel expenses for 2009-2010, p. 21
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Functions Performed by District Operations Employees
Nine District employees handle the day-to-day wastewater plant operations and maintenance and
may also undertake smaller projects that otherwise would have to be completed by an outside
vendor or contractor.” This employee group is under the general supervision of the District
Administrator; it also includes a Plant Superintendent responsible for supervision of the other

eight employees.

Use of Competitive Bidding
Construction work is competitively bid. If a job or project requires specialized expertise that the
Wallace Group does not have, it is always put out to bid. Large-scale studies or projects, for

example, are normally competitively bid.

There is no dollar limit policy for what is assigned to the Wallace Group and what is
competitively bid. For example, the District Administrator assigned much of the engineering
and administration work for a recent centrifuge project to the Wallace Group rather than putting
it out for competitive bid. As of November 2010, Wallace Group costs for this uncompleted

project were $336,000 (Attachment 2).

Issues ldentified in Current Operations

Board Dependence on the District Administrator for Information
The Board is dependent on the District Administrator for the information it reviews in order to
fulfill its oversight role and make policy decisions. He gathers and provides the critical budget
and cost information to the Board. The Board, however, has limited knowledge or ability to

independently verify or evaluate information from this single source.

This situation is a matter of concern because independent information is particularly important
when the primary source of information has a conflict of interest. The District Administrator

manages, controls or assigns virtually every service performed for the District and is the primary

3 §SLOCSD Fiscal Year Budget 2010-2011, Table of Organization, p. 11
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source of information for the Board about these activities. This dependency is increased by the
fact that the Wallace Group performs so much of the District’s work. The District
Administrator, who is the majority owner of the Wallace Group, then evaluates this work. In
addition, when outside consultants are used, the District Administrator guides the Board in

determining who is hired.

Under the Brown Act, Board members can only discuss amongst themselves District activities at
Board meetings. Therefore, by observing the interaction between the Board members and the
District Administrator at these meetings, one can observe the extent to which the Board depends

on the District Administrator for information.

District Administrator Conflict of Interest
A conflict of interest exists when an individual is in a position to exploit a professional capacity
for his or her personal or corporate benefit. Someone with a conflict of interest may deny that a
conflict exists because he or she did not act improperly. However, the conflict still exists
because the conflict of roles still exists. Such a conflict should either be eliminated or mitigated.
Mitigation requires that internal controls be in place to ensure that the conflict does not have a

detrimental impact on the entity affected by the conflict.

The District Administrator has a conflict of interest between his personal financial interest, as the
majority owner of the Wallace Group to whom he assigns much of the District’s work, and his
duty as the District Administrator to control and minimize the administrative and engineering
costs of the District. However, neither the Board’s current Chairman nor its legal counsel
recognizes that a conflict of interest exists. In addition, they do not recognize that the District
Administrator does not provide the Board with the detailed information required in order to
control or mitigate the conflict of interest. As a result, the Board has neither the inclination nor

the information needed to control or manage the conflict of interest.
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The statements that follow underscore the publicly stated positions of the District Board
Chairman and the District’s legal counsel. The Board minutes of January 5, 2011 include the

following:

“Chairman Nicholls stated that while he could appreciate that there were those who might
believe there is an appearance of conflict of interest, he had not seen any conflict himself

with the way the contract is currently written.”

In a letter dated July 22, 2010, responding to a public information request, the District’s legal

counsel stated:

“_..the District Administrator has very limited ability to self-direct work to Wallace Group.
Rather, any work that is going to be performed by Wallace Group as a part of any function at
the District is approved by the Board of Directors and they are kept apprised of [sic] each

meeting in regards to the costs associated with each project.”

The only safeguard in the contract that could mitigate the conflict of interest is the provision that
services will only be provided by Mr. Wallace or his employees at the “direction and request” of
the Board. However, the Board’s budget and payment controls are effective mitigation of
conflict of interest only if: 1) the Board fully understands what Wallace Group costs are in the
budget; 2) the Board determines that these costs are reasonable for the work required; and 3) the
Board determines that amounts paid to the Wallace Group conform to the budget. Such controls
are ineffective or do not exist. The financial protection that was intended to be provided for the

District by requiring the Board to “direct and request” Wallace Group services is illusory.

The facts show that the Board is not being provided with the information necessary to mitigate
the Wallace conflict of interest and that the Board is not focused on managing a conflict of
interest. The facts also demonstrate that the District Administrator has considerable ability to
“self-direct work to Wallace Group,” despite the statement of District legal counsel to the

contrary.
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Inadequacy of the Budget/Payment Process to Ensure the Conflict of Interest is Mitigated
The Board’s approval of the budget and the invoice payments made in accordance with the
budget are the internal controls by which the Board could manage the Wallace Group costs and
mitigate the conflict of interest. The Grand Jury has concluded that the intended internal controls
are not effective because the Board has neither the interest nor the information necessary to carry

out this responsibility.

The budget is composed of two parts: an operations and maintenance (O&M) expense budget
and a capital projects (Major Budget Items) budget comprised of major facilities replacement
and expansion projects. The cost control reporting problems in these budgets are as follows:
« O&M budget section: Cumulative monthly and annual cost reports do not specity
Wallace Group costs in each account
. Capital project budget sections: Costs for multi-year capital projects are not presented in
a way that allows the Board to see the cumulative Wallace Group costs for each project.
Prior year Wallace Group costs simply drop from sight
« Periodic budget reviews and adjustment requests provide little if any information about

Wallace Group cost overages within any account or capital project

In a normal situation, where the District Administrator does not assign District work to his own
company, the budget detail provided to the Board is probably adequate, with the exception of the
lack of prior cost information for multi-year projects. In this situation, however, it is crucial that
the cost accounting fully documents the cumulative charges billed by the District Administrator
and his company to each account by month, fiscal year and capital project or expense account.
This is the information that matters for the Board to ensure that the Wallace conflict of interest is
not financially detrimental to the District. To illustrate this, the following discussion will
examine the budget presentation and payment of Wallace Group costs for the most recently

completed FY 2009-2010.
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The table below is based upon information provided to the Grand Jury by the District
Administrator and indicates actual FY 2009-2010 Wallace Group charges:

Administration expense account $169,000 (original budget $150,000)
Engineering expense account 109,000 (original budget $90,000)
Other O&M accounts charged by Wallace Group 159,000
Capital Project costs 399.000
Total FY 2009-2010: Wallace Group $836,000

The O&M Part of the Budget
Even though the $278,000 for Administrative and Engineering accounts exceeded the original
budget, the budget made it clear these were Wallace Group costs.® However, the $159,000
charged to various other O&M accounts is a different matter. There is no detail in the approved
budget that would identify these charges as Wallace Group costs. The explanation provided to
the Grand Jury by the District Administrator for this was as follows: “Other line items are not
specifically budgeted between Wallace Group and others but are executed by Wallace Group on
an as needed or Board directed basis.” In other words, there are dollar amounts scattered
throughout the budget that the District Administrator, at his discretion, assigns to the Wallace
Group. The Board approves such payments because there is money in the budget. There is no
budget or expense summary report that informs the Board how many of these budget dollars

have subsequently been allocated to Wallace Group work.

The Capital Projects Part of the Budget
Wallace Group costs charged to capital projects for Fiscal Year 2009-2010 totaled $399,000.
There is nothing in the individual capital projects in the Annual Budget that identifies the

Wallace Group cost component.” The explanation provided to the Grand Jury by the District

8 Fiscal Year Budget 2010-2011, District Administration, Engineering expenses for 2009-2010, p. 22
" Fiscal Year Budget 2009-2010
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Administrator was as follows: “Budgets for Design and Contract Administration services to be
provided by Wallace Group are determined when the Major Budget Item (MBI} is presented to
the Board for authorization to initiate project award of consultant and construction contracts,
etc.” The Grand Jury agrees it is a reasonable budget practice to have a placeholder amount in
the capital budget until the project is actually initiated. At that time, the Board approves a
detailed project budget. It then becomes crucial to manage Wallace Group costs to that detailed

budget and it is here the District’s capital budget process fails to meet the Board’s needs.

The Grand Jury has a particular concern that the budget/payment process does not inform the
Board of the total Wallace Group costs for multi-year projects. The documents the Grand Jury
reviewed simply dropped Wallace Group cost detail for prior years. One of these projects is the
District’s project to replace a centrifuge. This project is still ongoing. As of November 2010,

the Wallace Group charges to this project were $336,000. (Attachment 2)

In February, the Grand Jury asked the Board to explain how the District Administrator kept it

apprised of Wallace charges to multi-year projects.

In March, the Board provided a response prepared by the District Administrator that included the

explanation given in the following two paragraphs:

“In FY 2009-10, in an effort to provide a more comprehensive presentation of each
MBIS, a total budget (all years) was introduced into the District Budget. Staff gathered
expenditures from FY 06-07 through FY 08-09 to develop the past project costs. The
past project costs added to the projected project costs is what makes up the total budget
(all years). This format was carried forward and included in the FY 2010-2011 District
Budget.”

“When an action item for an MBI is presented to the Board for consideration, a table is
included under the funding section of the staff report that outlines expenditures to date,

proposed expenditures, and resulting totals. Therefore, no additional special reports are
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created to review multi-year cumulative project costs versus budget from inception to
completion. The District Budget and MBI staft reports continue to present this

information to the Board as the MBI’s progress through project development.”

In order to validate this response, the Grand Jury examined the March statf report the District
Administrator had provided to the Board for the Centrifuge project. This report is included here
as Attachment 3. A review of this document shows that it is impossible to tell the Wallace
Group charges for this project total at least $336,000. The total budget number is a single
amount of $1,904,081, shown on page 2, without details as to what portion represents Wallace
Group costs. In other words, it showed the explanation the Board had provided the Grand Jury

was incorrect.

The Grand Jury notes with a sense of irony that there is a section on page two of this same staff
report that provides very detailed budget information on $36,959 of outside contractor costs
charged to this project. The Wallace Group prepared this budget detail, which exemplifies the
type of detail needed but not provided to the Board for the Wallace Group’s own charges.

It is noteworthy that in April the District Administrator revised the report format and now
provides detailed cumulative costs similar to what the Board told the Grand Jury it had started
doing a year ago (Attachment 4). This revised format reveals the Centrifuge project actual
Contract Administration costs are $70,557 and the Design and Survey costs are $479,665, for a
total of $550,222. Are these two accounts composed totally of Wallace Group charges and/or do
some of the other accounts listed also include Wallace Group charges? Even with this new

format, it is impossible for the Board to determine.

Therefore, it is unclear if the Centrifuge project includes Wallace Group charges of $336,000 or
$550,222, something in between or something more. Had the Board realized the extent of these
charges and allowed this work not to be competitively bid, it would indicate a relationship

between the Board and the District Administrator that is too comfortable, to the possible
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detriment of ratepayers. At the least, the evidence examined by the Grand Jury shows the

budget/payment process fails to provide the Board with the Wallace Group information it needs.

Capital budget issues of concern are not limited to multi-year projects. The Grand Jury saw no
evidence that actual Wallace Group charges to a capital project are explicitly identified as long
as the project total cost stays within the project budget. This lack of transparency allows the
possibility of Wallace Group cost overruns in any project that is under budget. The information

reviewed by the Board during the budget/payment process would not reveal any such overrun.

What Happens When the Board Asks for More Budget Detail?
The Grand Jury observed at a Board meeting what happened when a Board member asked for
more detail about the budget process from the District Administrator. The following exchange is

from the minutes of the December 15, 2010 Board meeting:

“Director Hill questioned the Wallace Group invoice with regards to the line item for Major
Budget Items. Administrator Wallace replied that the charges incurred were for Major
Budget Item expenses previously approved through the 2010/2011 budget process and
through subsequent Board authorizations for projects. He added that detailed invoices for all
warrants (authorizations to pay) are available for review at the meetings. Director Hill stated
that his specific question was whether the engineering services performed by Wallace Group
for individual projects were included in the budget amount as a line item or just assigned.
Administrator Wallace replied that the work performed by Wallace Group is approved
through directions from the Board and the overall contract the District has with Wallace
Group. The majority of the work entails smaller projects with major engineering work

contracted out to other engineering firms such as Kennedy/Jenks Consultants.”

The Grand Jury concluded that the District Administrator simply did not answer the question
asked regarding where the Wallace Group charges were included in the budget. It is certainly an
interesting non-response to a direct question from a Director who has an obligation to mitigate or

even eliminate the District Administrator’s conflict of interest.

2010-2011 San Luis Obispo County Grand Jury
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The Budget/Payment Process Inadequacies in Summary

Although Wallace Group receives individual payments on the basis that the money is “in the

budget,” the Board has no clear idea what the Wallace Group budget is by line item, by capital

project or in total. This deficiency of budget information and the lack of a subsequent budget

tracking process allow the District Administrator wide flexibility to assign District work to his

company without reasonable scrutiny. The District Administrator’s assertion of Board approval

of Wallace Group charges is misleading. The Board approval process does not mitigate the

conflict of interest because it is not based on an informed approval

Consequences of the Failure of the Board to Recognize the Conflict of Interest

If the Board does not recognize the conflict of interest and it is not eliminated or mitigated, the

District is exposed to a number of risks, as follows:

A long-term contractual relationship that is never subject to competitive bid or other
evaluation and enables a continuing conflict of interest that is not mitigated may result in
a “too comfortable™ situation that lacks the rigorous oversight and reasonable controls the
District ratepayers deserve

Over the 25-year period of the contract, the District organization may have been molded
to conform to the services provided by the District Administrator and the Wallace Group
If the information and analysis the Board requires to fulfill its stewardship obligations
come primarily from or through a conflicted source, the Board is at risk for making
inappropriate decisions

The Board may lack the independent information necessary to evaluate the Wallace
Group’s performance

The District may not obtain the best quality and reasonable cost from contract service
providers

The Board may be subject to continuing public mistrust

The Board may be subject to legal liability for not properly fulfilling its stewardship
obligations

The conflicted party has the potential to act improperly
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Inadequacy of the Investigation to Determine the Reasonableness of Wallace Group Charges
A Word document found on a District computer contained allegations that the Wallace Group
had done unnecessary work on two capital projects. The document was given to the Board,
which responded by hiring a private investigator to investigate the charges. The resulting
investigation report is included here as Attachment 5. There were redactions in the original
report released to the public by the District. The Grand Jury has further redacted the names of

individuals who were not a subject of this investigation.

The Grand Jury addresses this investigation in its report for two reasons. One is the Grand Jury’s
strong impression that the Board believes the investigation report is proof that the Wallace Group
charges are reasonable and appropriate, and therefore no conflict of interest exists. The other 1s
that a careful examination of the evidence reveals another example where the budget/payment
process did not inform the Board of the aggregated Wallace Group charges for the project

investigated, resulting in an uninformed Board approval of Wallace Group costs.

The capital project of interest to the Grand Jury was repainting the roof of the maintenance
building. The painting job was competitively bid and the contract was completed in 2009 at a
cost of approximately $39,000. The private investigator found that the Wallace Group had
charged the District $16,921 related to the paint job for specifications and structural review,
bidding tasks and contract management. His investigation report reached the following
conclusion:

“This investigation found no reason to suspect that (Wallace) or his firm would take

advantage of the District in billing unnecessary work.”

The report states that the sources of the facts uncovered in this investigation were interviews
with the Plant Superintendent and the District Administrator, as well as the available related
documentation. The Plant Superintendent is quoted by the investigator as saying he “...has never
questioned the need for the work performed.” That left the District Administrator as the only
interviewed source of evidence regarding the necessity of the work he assigned to his own

company.
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The investigator also failed to evaluate whether the Board was provided the information to
determine if Wallace Group charges to this project were reasonable and appropriate. The final
section of the report titled General Comments states:
“...the arrangement of John Wallace being both the District Administrator and his firm
providing engineering and project management services to the District presents an easy
target to critics (on District Staff and the community), and can provide the “appearance’

of a conflict of interest.”

The report then deals with the Board’s management of this potential conflict in a single sentence:
“The investigation into this matter reveals that the project was completed within regulations and

District policy with full Board approval.” The facts indicate something quite different.

The $16,921 paid to the Wallace Group was made in a series of seven individual payments
occurring over a two fiscal year period. The project was budgeted and the Board authorized

payments as follows:

Budget Actual Charges

Fiscal Year 2007-08: Original budget | $40,000 | Wallace Group charges $10,007

Total Charges: FY 2008-09 | $10,007

Fiscal Year 2008-09: Amended budget | $47,672 | Wallace Group charges 6,914
Total painting contract 38,812
Total Miscellaneous charges 1,894

Budget $47,672 | Total Charges: FY 2008-09 | $47,620
Total: All years $57,627

As can be seen from this table, the project total charges exceeded the amended budget by
approximately $10,000. However, the Board did not realize this because, when approving the

$47,672 as the amended budget in FY 2008-09, it was not given the information that $10,007

2010-2011 San Luis Obispo County Grand Jury
Page 22



had been paid the prior year to the Wallace Group. The budget and payment process never
informed the Board at any point in time that total Wallace Group costs were $16,921. The
investigation states the Wallace Group payments were made with “full Board approval,” but fails
to recognize or understand that the budget and payment process did not inform the Board what

the total Wallace Group actual charges were.

A meaningful investigation is one performed by an independent expert who is technically
qualified to look at the design and management work the Wallace Group performed and render
an opinion whether the work and related billings are appropriate and reasonable. That is

precisely what this investigation did not do.

Responsibility to Audit the District's Accounts and Records

Among the primary functions of the County of San Luis Obispo Office of Auditor-Controller
(Audit Division) is the audit of accounts and records of County Special Districts. In recent years,
the Audit Division has fulfilled this responsibility by obtaining a copy of the District’s financial
statements as certified by an external auditor and maintaining a copy of the statements in its files.
The Audit Division is authorized to conduct an audit of the District, if it chooses to do so, in

order to carry out this responsibility.

The same principal auditor has audited the District’s financial statements since 1998. Federal
law (Sarbanes-Oxley act of 2002) mandates that the principal auditor be rotated every five years.
Although this mandate applies to publicly owned companies, local government agencies have
also followed this standard. One of the reasons for this is so that a longer-term association does

not compromise the auditor’s independence.
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CONCLUSIONS

Three issues emerged from the Grand Jury’s investigation of District operations. The first issue
is the District Administrator’s conflict of interest and conflict of roles between his duties as

District Administrator and his simultaneous role as majority owner of the Wallace Group.

The second issue is the Board's failure to acknowledge that this conflict of interest exists. Asa
result, it has not taken the steps necessary to eliminate, control or mitigate the conflict. The
Board may have high regard for the personal integrity of the District Administrator, but that

regard is not adequate to safeguard the interests of the District ratepayers.

The third issue is that the 25 year-old contract to manage the District may not provide the best
organizational alternative for the District and there has been no independent evaluation of the

situation.

After examining the facts related to these issues, the Grand Jury has reached the following
conclusions:

1. The District Administrator, John Wallace, and his company, the Wallace Group, have a
pervasive presence in all facets of the District’s operation, from executing Board policy
and exercising oversight responsibility for daily operations and to providing numerous
financial services, including budget preparation and financial reporting. There are few
District activities that the District Administrator or the Wallace Group does not manage,

provide or control.

2. The Board should consider independent management for the District. An independent
District Administrator could become familiar with District operations and finances, and
then develop and recommend to the Board an organizational structure and plan to

transition to the new organization.

3. As long as the District Administrator’s conflict of interest exists, the Board must demand

and receive a level of information that allows it to manage and mitigate the conflict.
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Because this conflict of interest has not been a focus of the Board, the current budget and
budget tracking process is not adequate to mitigate it. The budget and budget monitoring
process provides inadequate information about Wallace Group charges. Appropriate
controls should be designed, independent of the District Administrator. The District
Administrator has had 25 years to put appropriate budget controls in place and has not

done so.

The Board should evaluate and compare operational alternatives for the District. This
would include a review of all services provided to operate the District below the level of
the Board. The District and Wallace Group have been molded together for 25 years, with
no independent evaluation of what has evolved. This review should be done
independently of the involvement or influence of the District Administrator because of

his conflict of interest.

The County’s Audit Division would provide considerable benefit to the District and the
public if it were to conduct an audit. The result would be an independent professional
opinion regarding the adequacy of the District’s internal controls to mitigate a conflict of

interest.

FINDINGS

The service contract between the District and the District Administrator has been in effect

since 1986 and has not been modified except to increase the hourly billing rates.

The District Administrator is the majority owner of the Wallace Group.

The contract allows the District Administrator to provide the District with Engineering
and Administrative services by means of assigning work to the Wallace Group.
The District Bylaws provide that the District Administrator also supervises the District’s

facilities and services, and supervises the District’s finances.
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10.

11.

12.

The District Administrator maintains the budget and expenditures records, and provides

the Board with the budget and budget tracking information it uses to manage the budget.

The District’s Board is dependent on the District Administrator for the information it
reviews in order to make policy decisions. The Board has limited resources to verify or

evaluate this information independently.

The District Administrator has a conflict of interest because of his dual simultaneous

roles with the District and the Wallace Group.

The contract provides the District with some ability to mitigate a conflict of interest by
means of the following clause: “Services rendered pursuant to this Agreement shall be at

the direction and request of the District’s Board of Directors.”

The budget and payment processes do not currently provide the information necessary for

the Board to mitigate the District Administrator’s conflict of interest.

The Board does not recognize that the dual roles of the District Administrator create a

conflict of interest.

The Investigation Report commissioned by the Board to investigate allegations of
unnecessary Wallace Group work being charged to a District project concluded the

allegation was false.

The limited facts presented in the Investigation Report were not adequate to support the

report’s conclusion.
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13.

14.

15.

The Investigation Report supporting documentation includes evidence that the budget
process did not inform the Board of the total Wallace Group costs charged to the

maintenance building roof capital project.

The County of San Luis Obispo’s Audit Division has the right to audit the accounts and

records of the District,

The same audit principal has audited the District’s financial statements since 1998.

RECOMMENDATIONS

As long as the District Administrator has a conflict of interest, the District’s budget/
payment process should be modified to provide the Board with the specific Wallace

Group information it needs to mitigate the conflict. (Addresses Findings 2-13)

The budget/payment process changes required and the manner and timing of reporting
Wallace Group charges must be determined independently of the District Administrator,

(Addresses Findings 2-13)

The Board should consider hiring independent management for the District in order to
eliminate the current District Administrator conflict of interest and to begin the process to
review and evaluate the organizational structure of the District. (Addresses Findings 1-7,

and 10)

. The Board should evaluate and compare all operational alternatives for the District. This

review should include all services provided to the District below the level of the state-

mandated Board of Directors. (Addresses Findings 1-7)

The Board must review operational alternatives independently of the District

Administrator because of his conflict of interest. (Addresses Findings 1-7)
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6. The County of San Luis Obispo’s Audit Division should consider conducting an audit of
the District that would include an independent professional assessment of whether the
District has the controls in place to mitigate the financial risks inherent in a conflict of

interest. (Addresses Findings 5, 9, and 14)

7. The Board should adopt the practice of rotating the District’s principal auditor every five
years. (Addresses Finding 15)

REQUIRED RESPONSES

The South San Luis Obispo County Sanitation District Board of Directors is required to
respond to all Findings and Recommendations with the exceptions of Finding 14 and
Recommendation 6. The responses shall be submitted to the Presiding Judge of the San Luis
Obispo County Superior Court by August 29, 2011. Please provide a paper copy and an

electronic version of all responses to the Grand Jury

The County of San Luis Obispo Office of Auditor-Controller is required to respond to
Finding 14 and Recommendation 6. The responses shall be submitted to the Presiding Judge of
the San Luis Obispo County Superior Court by August 2, 2011. Please provide a paper copy

and an electronic version of all responses to the Grand Jury.

The mailing addresses for delivery are:

Presiding Judge Grand Jury

Presiding Judge Charles S. Crandall , ,
San Luis Obispo County Grand Jury

P.O. Box 4910
San Luis Obispo, CA 93402

Superior Court of California
1050 Monterey Street
San Luis Obispo, CA 93408

The email address for the Grand Jury is: GrandJury(@co.slo.ca.us
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MNEREEMENT

THLS AGREEMENT made and esgtered inte this l@ day of
,fwﬁﬁﬂﬁf i , 1986, by and between the South San Luis Obispo
Coudty Smnitation District, & political subdivision of the State of
Califormia, hereinaftery referrefl to as “DISTRICTY, and Jehn L.
Walkace of Jghn L. Wallace and Associates, hereinafter referred to
as "“ENGENEERY.

WITNESSETH:

WHEREAS, the DISTRIGT desires to engage the service of a regis-
tersd civil edgineer te act for the DISTRICT as and in the capacity

of £hé Bigtrigt Adnipnisteator as.provided by the District™s ordinances
and wegulations, and

UEERELE, thie ENGTNEER is a registered civil engineer licensed

tp practive in the State of California and desires to render thése
professianal sefvises €n the RISTRICT pursvant to the terms and
conditiong herain set fexwth.

- NOW THEREFORE, in comsideratien of the. promisgs and mutual
covenants &nd dyreewents herein cehtabned, the parties do mutually
agxes as Egllows: :

SECTION 1. SOOPR OF SEEVICES

Puorsuant teo thls agréenenk, ENGINEEE shall provide the following
services as redquastesd by the DISTRICT:

a. GCageral administratien and managément of on-going DISTRICT
affairs;: |

B. Gepnerxal supervisien and directiod to DISTRICT staff;

c. General enginesring amdvice ta znd on the behalf of DISTRICT

&. Repressitation of DISTRICT at mestings as necessary to
propetly exesute the duties and/or provide the services
ligted Bexeln;

e. Review and checking of various maps, plans permits and other
deguments;

£

Design, &oewmemt'prgparation, comtract administratieon and
inspéction- fof DIFPFRICT utility an

d public works projects
ineludiny but wot. limited to water, sewer,

drainage and
wastewater traatmerrt projects;



g. Other services as reguested by DISTRICT and mutually agree-
able te both parties.

SECTION 2. USE OF ASSISTANTS/EMPLOYEES

To the exient reasonably pecessary to enable ENGINEER to perform
his &uties hesénnder, ithe ENGINEER shall be authorized tc engage the
services nf hif assistamts or employees which he may deem proper.
Tha-96$t of the sezwices to the DISTRIET of such assistants or employees
shall Be ehasgeable to the RISTRICT in accordance with the schedule
gf EBees shown herein or as mutually dgreeable to DISTRICT and ENGINEER.

$ECTTON 3. BIRECTION OF pUTIES TO BE PERFORMED BY ENGINEER

Services rendered pursugnt to Ehis Agresment shall be at the
direction and réguést of the District's Board of Dilrectors.

SECPIGN 4. ENGBINEER'S FEES

Thes PISTRICT hereby agzees te pay the ENGJNEER,'as compensation
fer his serwices, fees according te the following:

@. Prinocipal . i e

“ e e e 4 . o« . $45.00/hr.
. Regisgered €ivil Engineer

< -« . .+ $37.50/hr.
Assoolate Civil Enginesr . . . . . . . $32.50/hr.
. EGomrstriction Inspector. . . . . - . .« . $30.00/hr.
e. bBraftsmen and othét Engineering
Techniciams . . « o « « « = « + « « - « 525.00/hr,
f. Twpo Man Slurvey Crew

e = + « <« .« . . $B0.DO/hr.
fecretary/Bookkesping /Word Processing $25.00/hr.
h. gé&giretrary « . . . $15.00/hr.

Amtnal costs of direct expenses incurred for work

dnd services requested by the DISTRICT, iricluding
but mof limited to:

- . . o

- additienal imsurence ceverdge if reguired by the
LHISTRIQT

avteimbilie at $6.25 per wile

lodying and neals

long distence telephone, telegraph

- pestage

gast for outside prefessional consultants required
for the work, if retained and paid £or by ENGINEER
on DISTRICT's behalf, plus 15% administrative costs
faterials required for the job and used in drafting

and allied activities, including printing and
reproduction costs.



SECTIQN 5. INDEMNITY

DISTRICT agrees to defend, indemnify and hold harmless ENGINEER
from any agd all elaims, disputes, controversies or lawsuits arising
from or mglating to wgrX er services performed by ENGINEER pursuant
to the tewns of ths Agreement while he is serving in the capacity of
the consu¥tipg Dlstrict Administrator except in the case of his
will¥ul negligence. Further, the PISTFRICT shall include the ENGINEER
undexr any Officers and Directors insurance policy it may obtain.

SEGTIOGN 6. ENTIRE AGREEMENT

This agresment supersedes any and all other agreements, either
oral of im writing, between the partiés hexeto with respect to thg
subiecdt natter hetecf, and no ether agreement , statement, or promise

releting to the swbject mattar of this Agreement which is not contained
hereim shall be wvalid or Binding.

SECTION 7. AMENBMENTE TO AGREEMENT

This agrecment may be amended froi time to time by the mutual
writéen corisent of the BISTRICT and the ENGINEER.
SECTIGN &. ASSTGNUENT

Neithéei this agresment ner any duties ox ebligaticns Herxeunder

shall hé asyignabile by the ENGINEER without the prior written consent
of the DISTFRECT.

SRCTION 9. TERMINATION

Either party may terminatée this Agreement with thirty (30) days
prior written notice previded to the other paxrty.

SECTION 10. AZTOENEY'S FEES

If any ackion of law or im eguity is brought to enforce or inter-
pret the provisiems of this Agreement, the prevailing party shall
bE enkitled to reasopable attorney's fees in addition to any othex
redief td which hé mey be antitled.

SECTION 11, NQFICES

My notige required to be given pursuant to the texms and pro-
visdons Herees® shall be in writing and shalk ®e sent by first class
mail &6 the DEISTRICT at«

) SST.O0CED
P.06. Box 335
Qceane, CA 93445
and to the ENGINEER at:

1329 Chorro Street
Sam Luis Obispo, CA 93401



IN WITNESS WHEREOF, DISTRICT and the ENGINEER have executed
this Agreement of the day and year first hereinabove set forth.

SSLOCSD

By o ez - AL
Ruth Brackett, Chairman, Board of
Directors ’

ETTREST : ABPROVED AS TQ FORM:

3

Gerald Shipsey. istriect Attorney
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RECAP OF CENTRIFUGE PROJECT

BUDGET AND ACTUAL COSTS BY FISCAL YEARS

FISCAL YEAR

2006-07
2007-08
2008-09
2009-10
2010-11*
TOTAL

BUDGET BUDGET
NUMBER AMOUNT

Cl6
Cl4
05MBI06
05MBI06
05MBI06

$1,500,000
$1,500,000

$499,000
$1,519,340
$1,104,422

*Note: 2010 costs are as of November, 2010.

All budget and actual cost figures were provided by

the Wallace Group.

WALLACE
GROUP OTHER TOTAL
COST COST COST
$12,428 $12,428
$39,868 $438 $40,306
$76,043  $2,154 $78,197
$150,048 $368,475 $518,523
$57,938 $15.880 $73.820
$336,325 $386,947 $723,274
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SOUTH SAN LUIS OBISPO COUNTY
SANITATION DISTRICT

Post Office Box 339 Oceano, California 93475-0339
1600 Aloha Oceano, California 93445-9735
Telephone (805) 489-6666 FAX (805) 489-2765

e e hittpr//sslocsd.orgl — gy
Staff Report
To: Board of Directors
From: John Wallace, District Administrat:
Date:  March 2,2011 -
Subject: New Centrifuge 2A, Brough Construction Progress Payment No. 4 and payment to Earth
Systems Pacific
Recommendation:

1. Approve Progress Payment No. 4 to Brough Construction, Inc. in the amount of $36,959.50.
($33,263.55 without retention)

2. Approve Payment to Earth Systems Pacific in the amount of $758.25
Funding:

The FY 2010-11 Budget includes the Major Budget Item 05 MBI 06 — New Cenirifuge 24 — in the
amount of $1,104,422,

Brough Construction was retained by a September 1, 2010 Board action for the lump sum amount of

$827,134.00 to provide construction services for the project. The revised contract amount after Change
Orders 1, 2, 3, 4, and 6 is $882,902.00 (Change order No. 5 was not accepted).

Earth Systems Pacific was retained by a November 17, 2010 Board action for the time and materials
confract to perform materials testing services during construction of the Centrifuge 2A Project. The

submitted invoices totaling $758.25 are for professional services including: concrete sampling, concrete
compression strength testing, and for bolt inspection.

| Gevionn | expenditares Totals

Budget (A) | $ 1,104,422.00 3 - $ 1,104,422.00

Equipment Expenditures (B) | $ - 3 - 3 -
Design expenditures (C) | § 46,479.12 3 - 5 46,479.12
Testing/Troubleshaoting (D) | $ 421813 | $ 75825 | $ 4,97638
Construction expenditures (E) | $ 323,386.42 5 36,959.50 $ 360,845.92
PG&E Utility Services(F) | § 15,659.32 $ - 5 15,659.32
CA expenditures(G) | $ 57.914.18 $ = 3 57,914.18

Retainage (H): (E-10%) | $ (32,388.64) | $ (3,695.95) | § (36,084.59).
Payments (B+C+D+E+F+G-H) | $ 415,768.53 5 34,021.80 $  449,79033
Subtotal (I): {B+C+D+E+F+G} R 448,157.17 $ 37,7175 3 521,959.51
(includes retainage)

Balance to Complete (A-T) | § 656,264.83 $ = $  582,462.49




Staff Report — March 2, 2010 Meeting — New Centrifuge 24, Brough Construction Progress Payment No.4
Page 2

Expendituresto |  Proposed Balance to
Date (Total Project) | Expenditures Complete
Total Project
Budget - All 5 1,904,08126 $ 1,283,901.02 § 37,717.35 § 58246249
Fiscal Years
Discussion:

Monthly progress payment No. 4 includes payment for the month of February on work associated with
this coutact. Based upon the work that has been completed by Brough, Staff believes this payment is
equivalent to the amount of work performed during this period. Tasks and percentage complete for this
period are listed in the following table. Staff has closely monitored work performed under this contract
and believes the invoice reflects the actual work performed by Brough Construction.

.. . . e Contract Cost This
Item Description | Quantity | Unit Unit Price Amount % Complete Period
Reinforced Concrete
Retaining / Bin Wall 147 LF $440.00 $64,680.00 0.3% $132.00
CMU Flood Wall 150 LF $62.50 $9,375.00 100% $9,375.00
Pre-Engineered
Metal Building 1 LS $54,840.00 $54,840.00 10% $5,484.00
3” GlassLined o
Sludge Pipe 2 LF $1,543.00 $3,086.00 25% $771.50
Sludge Feed Pump,
VFD Panel and 1 LS $10,200.00 $10,200.00 25% $2,550.00
Appurtenances
gl Ronon 1 LS $14,770.00 |  $14,770.00 10% $1,477.00
Distribution Panel . 20 R : .
Power and )
S\f’irr[.l‘%““mm“s 1 LS $20,400.00 |  $20,400.00 5% $1,020.00
(H&M Building)
Power and
Communications
| Wiring 1 LS $17,000.00 $17,000.00 35% $5,950.00
(W/In New
Building)
Design, Install and a
test SCADA System 1 LS $102,000.00 | $102,000.00 10% $10,200.00
Sub-total .
(Job to date) $36,959.50
Retainage (10%) ( $3,695.95)
-Net Total $33,263.55

Staff recommends approval of Progress Payment No. 4 in the amount of $36,959.50. A 10% retainage of
$3,695.95 is withheld resulting in a net payable amount of $33,263.55.
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SOUTH SAN LUIS OBISPO COUNTY
- SANITATION DISTRICT

Post Office Box 339 Qceano, California 93475-0339
160¢ Aloha Oceano, California 93445-9735
Telephone (805) 489-6666 FAX (805) 489-2765

http://ssipcsd.org/
Staff Report
To: Board of Directors
From: John Wallace, District AM%U&W
Date: April 6, 2011

Subject:  New Centrifuge 2A, Brough Construction Progress Payment No. 5

Recommendation:

1. Approve Progress Payment No. 5 to Brough Construction, Inc. in the amount of $86,333.80.
($77,700.42 with retention deducted), authorize three Contract Change Orders (CCO) No. 13 in
the amount of $18,700.60, CCO No. 14 in the amount of -$2,300.00, and CCO No. 16 in the
amount of -§92.00, for a net contract change of $16,300.

2. Approve paymeunt to Earth Systems Pacific in the amount of $287.00 for inspection services
completed,

Funding:
The FY 2010-11 Budget includes the Major Budget tem 05 MBI 06 — New Centrifuge 24 — in the
amount of $1,104,422. The overall budget for all fiscal years is $1,904,081.

Brough Construction was retained by a September 1, 2010 Board action for the lump sum amount of
$827,134.00 to provide construction services for the project. The revised contract amount after CCOs 1-6,
13, 14, and 16 is $899,210.00 (See attachments for a list of CCOs),

Prior Current FY Total Proposed This
FY's as of 03-16-11 All FYs Staff Report
Budget S 799,659 | $§ 1,104,422 | § 1904081 | § -
Expenditures $ -1

Capital Equipment $ 320,814 | S - 18 -320814 )| S -

Studies S - 1S -l -1 8 -
Testing / Troubleshooting | $ -15 4976 | S 4976 | $ 287

Design & Survey $ 433,186 | § 46,479 | $ 479,665 | $ -
Contract Administration S 3,007 | 5 67,549 | S 70,557 | S 12,000
Const Contingencles S - 15 40,764 | § 40,764 | $ 16,307

PG&E Utility Service S - S 15,659 | § 15,659 | $ =
Construction ] 42652 1 § 283997 | § 326,649 | § 70,027
Total Expenditures $ 799,659 | § 459426 | 5 1,259,085 | $ 98,621
Remaining Budget 5 644,996 | S 546,375
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WORKPLACE INVESTIGATIONS

Date: April 2,2010

To: Michael Seitz
Attorney — SSLOCSD

From: Richard Thomas — Thomas Consulting PR trliflomas

Re: Investigation of Allegations — Maintenance Roof Coating, and Chemical Tank Replacements

Thomas Consulting (7C) was retained by Michael Seitz, Attorney for the SSLOCSD, to investigate two
allegations contained in a Microsoft Word document {Doc 2) found on one of the SSLOCSD computers.
The computeris located in an area at the plant office that is accessible by all employees.

The document was titled “Dear Board Members” and is F ive pages in length and contains a blank
signature box with the words “Thank You, Regards, B : ¥. The source of the document has not
been verified as actually being written by

The following are excerpts from the document:

Allegation 1: Maintenance Roof Coating

Allegation 2: Chemical Tanks

“.. Afew examples of these would be the recent purchase of two District chemical tanks, one
entirely handled in house and purchased at a cost to the tax payers of approximately 516,000.
This was placed in service as the new Sodium Hypochlorite tank. It was then observed the District
was in need of a new Ferric Chloride tank which the Wallace Group unnecessarily handled. This
was the same basic tank however the cost to the tax payers was some $32,000. There was no
reason to “engineer” another tank purchase...” (Excerpt from bottom page 3 and top page 4 of
Doc 2).

An investigation into these two allegations was conducted and the result of that investigation follows.

Contained with this report is a series of documents related to these issues that were gathered in the
_ course of this-investigation. The documents are labeled Document 1-10 and will be referred to
throughout this report.

Thomas Consulting 306 Oriole St. Ojai, CA 93023 (805) 640-1666 Office (805) 640-1246 Fax Pl Lic. No. 23388
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WORKPLACE INVESTIGATIONS

Allegation 1: Maintenance Roof Coating

and the District Administrator about this

After it was determined a formal bid process was required, Wallace Group initiated the necessary
advertising and processing of the bids. Two bids were received. The lowest bid was rejected as non-
responsive to the totality of the work required for the project (see Doc 8c — Board Meeting minutes
dated 5/21/08 and Doc 8b — Staff report dated 5/21/08), and the project was awarded to Ingham
Painting in the amount of $38,812.

The project commenced on July 7, 2008 and was completed on August 1, 2008 (see Doc 8c Board
minutes dated 8/20/08). This was an extensive project which included power washing the roof surfaces,
repairing a corner section of the roof siding and then applying two layers of an industrial coating system.

In addition to the work completed by the contractor - Ingham Painting, there was other work and

charges related to this project. These costs are detailed in the following table. The total cost of the
project was $58.027.23.

Thomas Consulting 306 Oriole St. Qjai, CA 93023 (805) 640-1666 Office (805) 640-1246 Fax Pl Lic. No. 23388
Page 2 of 5



WORKPLACE INVESTIGATIONS

Maintenance Building Roof Coating Charges
ltem Cost Totals
Wallace Group

WG through March 07-08 FY | S 2,539.38

WG April 07-08 FY $ 224442

WG May 07-08 FY S 4,848.71

WG June 07-08 FY S 374.00

WG 8/20/08 S 5,580.17

WG 9/17/08 S 867.05

WG 1/21/09 S 467.50

Sub-total S 16,921.23 S 16,921.23
SLO Newspapers 5/23/08 S 980.20 | $ 980.20
Bobcat Rain Gutters Inc. S 914.00 S 914.00
Ingham Painting S 34,930.80

ingham Painting S 3,881.00

Sub-total ) 38,811.80 S 38,811.80
Project Total $ 57,627.23

Ali documents collected by 7C that relate to the roof coating can be found under Tab 8.

Allegation 2: Chemical Tanks

The District replaced two chemical tanks. The allegation purports that the Sodium Hypochlorite tank
was handled entirely by the District Staff at a cost of $16,000 and the Ferric Chloride tank, handled by
the Wallace Group, cost $32,000 for essentially the same basic tank. The allegation insinuates that

because Wallace Group was involved in the second purchase, the engineering fees charged, doubled the
cost of the project.

The facts contained in the allegation are not supported by the evidence gathered by 7C. In making this
determination | interviewed the Plant Superintendant and the District Administrator about
this allegation. | also interviewed the District’s Bookkeeper/Secretary § i and collected

documents from both Wallace Group and the District. The documents collected are filed under Tabs 9
and 10.

Thomas Consulting 306 Oriole St. Ojai, CA 93023 (805) 640-1666 Office (805) 640-1246 Fax PI Lic. No. 23388
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WORKPLACE INVESTIGATIONS

The investigation details follow.

Sedium Hypochlorite Tank

John Wallace stated the tank was showing signs of deterioration including the failure of one of the lifting
points, and District Staff recommended the tank be replaced. District Staff initiated an informal bidding
process and received three quotes. The lowest bid from Harrington Plastics in the amount of
$11,331.91 was awarded: - -

Plant Superintendent i stated that the bid process was handled by District Staff, and the

tank did require replacement.

The Board minutes from 9/3/08 reflect the approval for the purchase of the Sodium Hypochlorite tank
out of the FY 2008-09 budgetary funds. The accompanying staff report prepared by Wallace shows the
three bids received by District Staff ranged from $11,331.91 to 12,790.00 with Harrington as the lowest
bid.

District records confirm (see tab 9) the bid amounts, and Harrington Plastics was paid $11,556.44 on
11/07/2008. According to Spears the $224.53 above the quoted price covered the cost to protective
wrap the tank for shipping. There were no charges from Wallace Group assomated Wlth thlS _project.

Ferric Chloride Tank

The District Staff recognized the need to replace the Ferric Chloride Tank and included a major budget
item in the 2008-2009 FY Budget — 08 MBI 23 Chemical Tank Replacement. Initially District Staff (Scott
Mascolo) set about getting quotes to replace the existing 4000 gallon tank. He received two quotes; one
from Harrington Industrial Plastics and the other from Keith Bailey (Snyder). Records related to this first
round of quotes are contained in a set of documents received from John Wallace (labeled 10a).

Following the receipt of these two quotes it was determined that the District would benefit from
replacing the 4000 gallon tank with a 6600 gallon tank. Plant Superintendan
that a 4000 gallon tank is not able to accept a “full load” of ferric chloride and it would be more
economical for the District to have a 6600 gallon tank that could accept a full load.

District Staff then sought quotes for a 6600 gallon tank Three quotes were included in a set of
documents (labeled 10d) received from {8 g¢. Harrington Industrial Plastics, Core-Rosion
Products, and Snyder Direct furnished quotes and Core-Rosion was the lowest at $10,956.43.

e then forwarded a Staff Report dated 3/24/09 {contained in the set of documents labeled 10d)
to John Wallace. The staff report was presented by Wallace to the Board on 4/1/09 and the purchase
from Core—Rosm‘n was approved. The Board also approved an additional cost of approximately $200 to
have the tank protection wrapped for shipment (see set of documents labeled 10b).

District records received from ndicate the total project expenses related to the
.replacement of the Ferric Chlorite tank totaled $11,586.51 (Doc 10c). Core-Rosion Products was paid
$11,166.17 of that amount. There were no payments to Wallace Group.

Thomas Consulting 306 Oriole St. Ojai, CA 93023 (805) 640-1666 Office (805) 640-1246 Fax P! Lic. No. 23388
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WORKPLACE INVESTIGATIONS

in regard to the allegation that there-were significant chargesforWallace Group services; the atlegation . -

is false. Further, records from the District and from Wallace Group show the project, including quotes,
was handled by District Staff and Wallace Group engineering staff played no role in the purchase or
installation of the Ferric Chloride tank. No charges for the Ferric Chloride tank were paid to Wallace
Group.

Wallace Group charges were related to preparing specifications, bidding tasks, contract administration,
structural review and miscellaneous expenses. Wallace Group furnished an accounting of their
expenses (see Doc 8d).

In determining the costs associated with this project, 7C collected records from both Wallace Group,
and from SSLOCSD Bookkeeper/Secretary [ . The records from both sources are consistent.
The statements made by Appleton and Wallace regarding this project are also consistent.

The investigation into this matter reveals that the project was completed within regulations and District
policy with full Board approval. The matter related to the initial informa! bid by a relative of a District
employee was addressed as an internal personnel matter.

Conclusion -~ Aliegation 2

The allegations contained in the document suspected to be written by, HELE
replacement of both tanks was handled by District Staff with no fees paid to WallaeGroup. The
amounts cited in the allegation are inaccurate. Both tanks were replaced for approximately $11,500

each. These amounts do not include the District Staff time dedicated to developing specifications,
collecting quotes, selecting the vendor, administering the contract payments, and installing the tanks.

General Comments

Mr. John Wallace and his firm Wallace Group enjoy a great reputation. This investigation found no
reason to suspect that Wallace or his ﬁrm would take advantage of the District in billing unnecessary
work. The Plan Supermtendant g i is very complimentary of Wallace Group and the services
they provide and states that he has never questioned the need for the work performed. 1
stated that Wallace is one of the most ethical men | know.

On the other hand, the arrangement of John Wallace being both the District Administrator and his firm
providing engineering and project management services to the District presents an easy target to critics
(on District Staff and the community), and can provide the “appearance” of a conflict of interest.

The decision to contract with John Wallace as District Administrator and with his firm to provide
engineering and project management services is within the purview of the District’s Board of Directors.
Clearly this is not a unique arrangement but may subject the District to continuing questions of
impropriety. It must be stated though, that nothing in this investigation has lead 7C to question the
veracity of John Wallace or his firm, Wallace Group.

Thomas Consulting 306 Oriole St. Ojai, CA 93023 (805) 640-1666 Office (805) 640-1246 Fax Pl Lic. No. 23388
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Gmail - Agenda for 3/2/11

[ g

Lin Hill <tjihil@gmail.com>

EANSRNE

Agenda for 3/2/11

1 message

Lin Hill <4jlhill@gmaii.com> . Sun, Feb 27, 2011 at 10:56 AM
To: John Wallace <JohnW@wallacegroup.us>, "Michael W. Seitz" <mike@shipseyandseitz.com>
Cc: Raffaele <Raffaele@oceanocsd.org>

John-

J've been very patient about having the S$SLOCSD Board agenda address bifurcation of the contract for District Administrator and District Engineer.
Despite repeated requests both at the meetings and personally, this issue seems to be deliberately ignored. The Board needs to address the patent
conflict of interest issue with the existing contract.

Reinforcing my frustration, this agenda again contains no reference to any initial progress report from Mr. Ferrara's commitiee, despite there having
been & weeks since his appointment on the matter.

| remain fundamentally concemed with the inadequate compliance policy established both before and after the notice of violation received last year.
Further, | lack confidence that management has kept up with best practices over the course of the administration. The deteriorating situation
regarding lawsuits and other personnel issues leads me to suspect that avoidance of citations may have been a higher goal of the organization than
full regulatory compliance.

At this point | am convinced that a thorough independent investigation of the S$SLOCSD management, management organization, and operations is
warranted. | would prefer that such be placed on an amendment to this agenda; lacking that, | would ask for an emergency addition to the agenda.

Kind regards,
Jim Hill

https:
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Lin Hill <1jlhill@gmail.com>

tall

Next SSLOCSD Board meeting

7 messages

John Wallace <JohnW@wallacegroup.us> Mon, Jan 31, 2011 at 8:10 PM
To: Tony Ferrara <tmf4259@charter.net>, bjbn@pacbell.net, 1jinill@gmail.com
Cc: mike@shipseyandseitz.com, John Wallace <JohnW@wallacegroup.us>

Gentlemen

With the time slipping away this week and now knowing that Tony won't be available next weds, the o |

propose we go ahead with the next regularly scheduled meeting on the 16", If there is a need for a special
meeting in the meantime due to some of the recent correspondence being sent to you from Jeff Appleton,
we will schedule a meeting if needed.

Please let me know if all of you will be available for our next meeting on the 16"
Thanks

John

Lin Hill <tjlhill@gmail.com> Mon, Jan 31, 2011 at 11:15 PM
To: John Wallace <JohnW@wallacegroup.us>, mike@shipseyandseitz.com

John and Mike-

While | expect to be available on the 16th, an earlier meeting seems well advised. | would expect that there
is an existing clearly stated District policy regarding full compliance with applicable regulations and another
regarding clear, complete, open and honest communication with the regulators. Anything less is
unacceptable. If we don't yet have such an explicitly stated policy, we need to enact it yesterday. | suspect
that policy has not been reiterated on a frequency commensurate with its fundamental importance, and it
needs to be a reflex action on the part of all employees.

-Jim Hill
[Quoted text hidden]

John Wallace <JohnW@wallacegroup.us> Tue, Feb 1, 2011 at 6:45 AM
To: tmf4259@charter.net, 1jihill@gmail.com, bjbn@pacbell.net
Cc: "Michael W. Seitz" <Mike@shipseyandseitz.com>, John Wallace <JohnW@wallacegroup.us>

Gentlemen

given Jim's nofe below...what are your open dates for 2 meeting bafore 13 1
+
thanks

John

A3

From: Lin Hill [mailto: 1ilhill@gmail.com]
Sent: Monday, January 31, 2011 11:16 PM

2/2/2011 5:44 AM
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To: John Wallace; mike@shinsavand

Subject: Re: Next SSLOCSD Board me

[Quoted text hidden]
Lin Hill <1jihill@gmail.com> Tue, Feb 1, 2011 at 7:25 AM
To: James E <JEH2@pge.com>

[Quoted text hidden]
Tony Ferrara <tmf4259@gmail.com> Tue, Feb 1, 2011 at 8:50 AM

To: John Wallace <JohnW@wallacegroup.us>

Cc: tmf4259@charter.net, 1jlhil@gmail.com, bjbn@pacbell.net, "Michael W. Seitz"
<Mike@shipseyandseitz.com>

John,

Unless there is some urgency regarding plant operations, or invoices that need to be signed, | have no
desire to meet before our next regularly scheduled meeting. | have a full calendar and so does my
alternate. The false notion that we are being "less than transparent” is getting tiresome. It's time fo put this
nonsense behind us, fix our personnel issues whatever that takes, and get back to business.

Tony

[Quoted text hidden]

Lin Hill <tjlhill@gmail.com> Tue, Feb 1, 2011 at 10:31 PM
To: Tony Ferrara <tmf4259@gmail.com>

Ce: John Wallace <JohnW@wallacegroup.us>, tmf4259@charter.net, bjpn@pacbell.net, "Michael W. Seitz"
<Mike@shipseyandseitz.com>

Bcc: Raffaele <Raffaele@oceanocsd.org>

Perhaps the Director doesn't get it. Our plant manager appears to have knowingly made a material false
statement to the Water Quality Board. As a policy maker, | find that unacceptable, and | hope the rest of
the Board doesn't want to "get back to" that kind of business nor send any indication that such behavior
might be tolerated. It appears to me that our Board needs to establish and reiterate more than some tacit
understanding of appropriate employee conduct. I'm at a loss to understand how less than a firm
commitment to compliance and apparent toleration of deliberate misconduct can be described as being

"transparent”. Our next regularly scheduled meeting should have been tomorrow. 1 think it needs to be
addressed immediately.

-Jim Hill
[Quoted text hidden]

Tony Ferrara <tmf4259@charter.net> Wed, Feb 2, 2011 at 1:08 AM
To: Lin Hill <1jlhill@gmail.com>
Cc: John Wallace <JohnW@wallacegroup.us>, Bill Nichols <bjbn@pacbell.net>, mike@shipseyandseitz.com

20f3 2/2/2011 5:44 AM
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Hill, James E

From: Hill, James E

Sent: Wednesday, December 29, 2010 7:43 AM
To: ‘John Wallace'

Cc: 'Raffaele@0OceanoCSD.org'

Subject: Agenda requests

John-

| have two requests for the next San Dist agenda:

‘1. Proposal that the contract for District Administrator be segregated from that for District Engineer.
This would facilitate a bid process for engineering services when desired.

2. Proposal for the Board to direct that all District records, regardiess of custody or location,

including those retained by contractors, be treated as Public Records and subject to the requirements
of the Public Records Act. This could be easily arranged by including such a requirement in relevant
contract language, with the exclusions allowed by the Public Records Act as exceptions. This
proposal results from independent communications | have received that records requests to the
District have been met with less than forthcoming responses on some occasions.

Thanks and best regards!
=Jim Hill






(2) Fundor

Organization

COUNTY OF SAN LUIS OBISPO

Authorization to Draw Warrant

SQUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT

(3) Authorization

Number

0200200- |2 % 7

To the Auditor Controller of San Luis Obispo County:

The undersigned hereby authorizes the drawing of a warrant

to the following payee.

] Employer 1.D. No. or

(4) Payee JOHN L. WALLACE & ASSOCIATES ] social Security No.
(Check ene)
Address 4115 Broad Street, Suite B-~5
City San Luis Obispo State ___CA Zip 93401-7963
)
Description:
Administration & Engineering Services
(6) Charge to:
FUND OR ACCOUNT ACTIVITY QPFTION CHARGE CODE DOCUMENT NQ. AMOUNT ENCUMBRANCE DESCRIPTION
ORG. NUMBER
9819 | 3946 2202.72 7076
9819 | 3946 1419.94 7077
VENDOR NO. YEE 1099 . WARRANT NO. - EI’J‘)IYE YEAR
TOTAL 3622.66

WARRANT WRITTEN? YES

Authorizing Signatures:




"j \V , John L. Wallace & Associates
4 W Civil Engineering « Surveying * Planning

Invoice number 5325
January 18, 2000
Page number 1

South San Luis Obispo County
Sanitation District

Sabrina Spears

P.0O. Box 339

Oceano, CA 93445

Professional Services Rendered November 29 through December 31, 1999

Project 026.01.1 DISTRICT ADMINISTRATION
PROFESSTIONAL SERVICES Hours Rate Amount
Principal 32.75 50.00
Associate Engineer 10.50 37.50
Secretary .50 20.00
Operations Manager 1.50 42.50
Total Services 45.25 2,105.00
REIMBURSABLE EXPENSE Amount
Copies (8.5 x 11) 5.00
Delivery Services 5.75
Postage 32.64
Materials 51.75
Telephone Charges 2.58
Total Reimbursables 97.72
Charges Sub-Total 2,202.72
TOTAL CURRENT INVOICE 2,202.72
!

Approved by(“‘f
p¥

N

24 \r\ b0

4115 Broad Street, Suite B-5 « San Luis Obispo, California 93401-7963 » Phone (805) 544-4011 « Fax (805) 544-4294
E-Mail, jlwacorp@jlwa.com



John L. Wallace &:Associates

Staff Type:

Project Detail Report
11-29-99 thru 12-31-99

Comment:

Project/Phase: 026.01.1 13 District Administration

11-29-99
11-30-99
11-30-99
12-01-99
12-01-99
12-02-99
12-06-99
12-06-99
12-09-99
12-10-992
12-13-99
12-14-99
12-14-99
12-15-99
12-15-99
12-21-99
12-21-99
12-23-99
12-23-99
12-23-99
12-23-99
12-23-99
12-27-99
12-27-99
12-28-99
12-29-99
12-30-99
12-30-99
12-30-99
11-30-99
12-02-99
12-02-99
12-06-99
12-07-99
12-13-%9
12-14-99
12-28-99
12-29-99
12-09-99

Principal
Principal
Principal
Principal
Principal
Principal
Principal
Frincipal
Principal
Principal
Principal
principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Secretary
Operations Manager
Operations Manager
Operations Manager
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer

Mtg w/Staff

Coord re: Personnel Manual
Village Glen Annexation
Coord re: Fipancials

Board Mtg & Prep

Village Glen Annexation
Mtg w/Staff, CSDA

Agenda Coord

Coord re: FAA/Airport
Village Glen Annexation
Personnet Coord

Biosolids w/Co Health
Village Glen Annexation
Biosolids w/Co Health
Agenda Prep

Coord re: Airport Property
Personnel Coord

Coord re: Airport Property
Biasolids w/Co Health
Agenda Prep

Village Glen Annexation
personnel Coord

Agenda Prep

I&I & Spill Prevention
Agenda Prep

Agenda Prep

Coord re: Airport Property
Agenda Prep

Agenda Docs

Review Board Pack

Prep Draft to LAFCO for J.Wallace
Telecon w/leff re: Network, Personnel
Agenda, Cancellation
Agenda, Cancellation
Agenda, Staff Rpts

Agenda, Staff Rpts

Agenda, Staff Reports
Agenda, Staff Reports
Agenda, Cancellation

Hours

1.00
1.00
1.00
1.00
2.00
1.00
1.00
1.00

1.00
1.00
1.00
1.00
.75
.50
1.50
.50
.50

1.00
1.00
1.00
4,00
2.00
4.00

3.00

4.50

.50

Phase Total: 45.25

Project Total: 45.25

1-18-00 Page 1



J

v\/ A John L. Wallace & Associates
WU

. Civil Engineering = Surveying * Planning

South San Luis Obispo County
Sanitation District

Sabrina Spears

P.O. Box 339

Oceano, CA 93445

Invoice number 5326

January 18,
Page number 1

2000

Professional Services Rendered November 29 through December 31, 1999

Project 026.02.1 SSLOCSD MAJOR PROJECTS

PROFESSIONAL SERVICES

Associate Engineer
Secretary

Senior Planner
Associate Planner
Operations Manager

Total Services

REIMBURSABLE EXPENSE

Copies (8.5 x 11)
Postage

Hours Rate
4.00 37.50
1.50 20.00

.25 37.50
10.00 37.50
20.00 42.50
35.75

Total Reimbursables

Charges Sub-Total

TOTAL CURRENT INVOICE

Approved by ~\
\ _,lfr ylo
= qu

4115 Broad Street, Suite B-5 » San Luis Obispo, California 934017963 « Phone (805) 544-4011 » Fax (305) 544-4294

E-Mail, jhwacorplaylwa.com

\qOT?

__Amount

- ——

— o ———— ——

- ——— ———

1,419.94




John L. Wallace &:-Associates

Date Staff Type:

Project/Phase: 026.02.1

11-29-99 Operations
11-30-99 Operations
12-06-99 Operations
12-06-99 Operations
12-07-99 Operations
12-08-99 Operations
12-09-99 Operations
12-10-99 Operations
12-10-99 Operations
12-15-99 Operations
12-16-99 Operations
12-16-99 Operations
12-17-99 Operations
12-20-99 Operations
12-28-99 Operations
12-29-99 Operations
12-30-99 Operations
12-31-99 Operations
12-31-99 Operations

Project/Phase: 026.02.1

11-30-99 Operations
12-15-99 Operations
12-23-99 Operations

Project/Phase: 026.02.1

12-02-99 Operations
12-02-99 Operations
12-06-99 Operations
12-10-99 Operations
12-16-99 Operations
12-28-99 Operations
12-29-99 Operations
12-30-99 Operations

Project Detail Report
11-29-99 thru 12-31-99

30 Sewer System

Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager

Gorman Rupp, Pump Dealer

Telecon w/deff re: Pumps, Y2K
Telecon w/Jeff re: MBI VFD

Telecon W/CED re: Baldol VFD

Telecon w/Jeff re: Chlorine Resid
Telecons w/leff re: Chlorine Resid
Telecons w/Jeff re: Resids

Review MBL Memo

Telecon w/Jeff re: MBL & Network
Review/Draft 1/5/00 MBI

Telecon w/JA re; 4" CV & Pers Matters
Fol lowup on Goulds Pump

Telecon w/JA re: Sweeper

Telecon w/Jare re: Maintenance Software
Mtg w/CT re: 1&I Study

Telecon w/Jeff re: Board Pack & Y2K
Board Package & Delivery

Onsite Inspection, Y2K Prep

Onsite Inspection, Y2K

Phase Total:

33 Biosolids Handling

Manager
Manager
Manager

Ltr to Rayne
Memo to JW for Soil Samples
Review Soils Samples, Research/Health Dept, Telecon w/JA

Phase Total:

35 salt Recyclers

Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager

12-17-99 Associate Engineer
12-29-99 Associate Engineer

Final Brine Ltr, Telecons

Telecons w/Culligan/Mission

Telecon & Memo to Culligan

Telecon w/Rayne re: Restrictions

Discussion W/CT re: Brine Limits

CT re: Brine Limits, Telecon w/Culligan & Rayne
Brine Disp, Telecon w/Sietz/Rayne/Culligan, Ord/CT
Brine Disp, Telecon w/Rayne, Discuss W/JW

Brine Ordinance o~

Brine Ordinance

Phase Total:

1-18-00 Page 1

Hours

.25
.25
.25
.25
.25
.50
.50
.50
.50
.75

.50
.25
.25
.50
.25
2.00
1.00
1.00

10.50

Hours

.50
.25
1.25

2.00

Hours

.75
1.00
.75

.25
1.00
1.75
1.50

.50
1.00

9.00 [/



John L. Wallace &:Associates

Date Staff Type:

Project Detail Report
11-29-99 thru 12-31-99

Project/Phase: 026.02.1 36 RECYCLING PLANNING GRANT

12-16-99 Secretary
12-21-99 Associate Planner
12-20-99 Senior Planner

Project/Phase: 026.02.1 102 ARMY CORPS

12-17-99 Secretary

12-17-99 Secretary

12-17-99 Associate Engineer
11-29-99 Associate Planner
11-29-99 Associate Planner
12-16-99 Associate Planner
12-17-99 Associate Planner
12-17-99 Associate Planner
12-17-99 Associate Planner

Prep Mailing Labels
Public Notice/George Gibson
Noticing Issue

PERMIT/CREEK DIVER

Copy, Type Coastal Dev Plan Permit
Revise Ltr re: Swr Outfall Prot Plan
Ocean Outfall Permit, Costs

Telecon w/T.Welch

Telecon W/Renee @ CCC

Corps Response

Alternatives

Pipe Buying Calcs

Coastal App

Phase Total:

Phase Total:

Project Total:

Hours

.50
.50
.25

1.25

Hours

.75
.25
2.50
.50
.50
4.00
.50
2.00
2.00

13.00

35.75

1-18-00 Page 2






COUNTY OF SAN LUIS OBISPO

Authorization to Draw Warrant

(2) Fund or .
Organization SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT

(3) Authorization ;
Numbaer 020701 l 'lq ‘TO

To the Auditor Controller of San Luis Obispo County:
The undersigned hereby authorizes the drawing of a warrant
to the following payee.

D Employer 1.D. No. or
JOHN L. WALLACE & ASSOCIATES

(4) Payee [J social Security No.
(Check one)
Address
City : State Zip
(5)

Description:

Engineering & Administrative Services

(6) Charge to:

WARRANT WRITTEN? YES

FUND OR ACCOUNT ACTVITY OPTION CHARGE CODE DOCUMENT NO. . AMOUNT ENCUMBRANCE DESCRIPTION
ORG. NUMBER
9819 | 3946 ' 2487 .49 70
9819 | 3946 3138.44 70
VENDOR NO. 1099 WARBANT NOQ. . MO Eg)\TYE =
SRS 5625.93
TOTAL

Authorizing Signatures:

€D-1012 (Rev. 5/



//A John L. Wallace & Associates

"\ Civil Engineering - Surveying - Planning

JL
1

Invoice number 7010
January 25, 2001
Page number 1

South San Luis Obispo County
Sanitation District

Sabrina Spears

P.O. Box 339

Oceano, CA 93445

Professional Services Rendered November 27 through December 31, 2000

S e e e et L O SN — J— ==

Project 026.01.1 DISTRICT ADMINISTRATION
PROFESSIONAL SERVICES Hours Rate Amount
Principal 30.00 50.00
Associate Engineer 18.00 37.50
Secretary .75 20.00
Operations Manager 1.50 42.50
Total Services 50.25 2,253.75
REIMBURSABLE EXPENSE Amount
Copies (11 x 17) 3.00
Copies (8.5 x 11) 72.50
Postage 43.90
Materials 110.40
Telephone Charges 3.94
Total Reimbursables 233.74
Charges S5Sub-Total 2,487 .4°%
TOTAL CURRENT INVOICE ~ 2,487.49

Approved bY\\j”/ 0\

4115 Broad Streer, Suite B-5 » San Luis Obipso, California 93401-7963 ¢ Phone (805) 544-4011 = Fax (805) 544-4294
E-Mail, jlwacorp@jlwa.com



John L. Wallace & ARssociates

Date

Project/Phase: 026.01.1

11-27-00
11-27-00
11-28-00
11-28-00
11-29-00
11-30-00
12-01-00
12-05-00
12-06-00
12-08-00
12-13-00
12-15-00
12-18-00
12-19-00
12-20-00
12-21-00
12-22-00
12-26-00
12-26-00
12-27-00
12-28-00
12-29-00
12-30-00
12-29-00
12-01-00
11-27-00
11-29-00
11-29-00
11-30-00
i2-01-00
12-01-00
12-04-00
12-11-00
12-14-00
12-15-00
12-18-00
12-28-00
12-23-00
11-27-00
12-02-00
12-22-00
12-29-00

Staff Type:

Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Principal
Secretary
Secretary
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Agsociate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Associate Engineer
Operations Manager
Operations Manager
Operations Manager
Operations Manager

Project Detail Report
11-27-00 thru 12-31-00

Comment :

13 District Administration

Personnel

Board Mtg, Agenda Prep
staff Mtg

Personnel

Board Mtg, Agenda Prep
Board Mtg, Agenda Prep
Board Mtg, Agenda Prep
Staff Mtg

Board Mtg, Agenda Prep
Personnel

Persowmel, Admin Svcs
Board Mtg, Agenda Prep
Board Mtg, Agenda Prep
Personnel

Board Mtg, Agenda Prep
Personnel

Pexrsonnel

Coord w/PG&E

Board Mtg, Agenda Prep
Personnel

Personnel

Board Mtg, Agenda Prep
Board Mtg, Agenda Prep
Agenda

Agenda Pkygs

Agenda Correspondence
Filing

Agenda, Correspondence
Agenda, Correspondence
Filing

Agenda, Correspondence
Filing

Agenda, Correspondence
Agenda, Correspondence
Agenda, Correspondence
Agenda, Correspondence
Agenda, Correspondence
Agenda, Correspondence
Telecon w/JA re: Applicants
Telecon w/JA re: Pers
Telecon w/JA re: Staffing
Telecon w/JA re: Recruitment

Phase Total:

Project Total:

Hours

1.00
1.00
1.50
1.00
1.00
1.50
3.00
1.50
2.50
.50
1.00
2.50
1.00
.50
2.00
1.50
1.00
1.00
1.00
1.00
.50
2.00
.50
.25
.50
1.00
.50
.50
1.50
.50
2.50
.50
1.00
2.00
3.50
.50
1.00
3.00
.25
.25
.50
.50

50.25

50.25

1-25-01

Overtime

Hours

Page 1



JL
\ John L. Wallace & Associates

Civil Engineering - § urveying + Planning

Invoice number
January 26,

South San Luis Obispo County

Sanitation District

Sabrina Spears
P.O. Box 339

Oceano, CA 93445

7011

2001
Page number 1

Professional Services Rendered November 27 through December 31, 2000

Project 026.02.1

PROFESSIONAL SERVICES

Principal

Senior Engineer
Associate Engineer
Secretary

Senior Planner
Operations Manager

REIMBURSABLE EXPENSE

Copies (8.5 x 11)
Postage
Mileage

Approved by

( W

\/

SSLOCSD MAJOR PROJECTS

Hoursg Rate Amount
30.50 50.00
6.00 47.00
14.50 37.50
.50 20.00
3.50 37.50
14.50 42.50
Total Services 69.50 3,108.25
Amount
.80
1.39
28.00
Total Reimbursables 30.19
Chargss Sub-Tutal 5,138.44
TOTAL CURRENT INVOICE 3,138.44

4115 Broad Street Suite B-5 * San Luis Obipso, California 9340] 7963 ¢ Phone (805) 544-4011 » Fax ( 805) 544- 4794

E-Mail, jlwacorp@jlwa.com



John L. Wallace & Associates Project Detail Report 1-26-01 Page 1

11-27-00 thru 12-31-00

Date Staff Type: Comment :

Overtime

Project/Phase: 026.02.1 30 SEWER SYSTEM/TREATMENT PLANT, Hours Hours
11-29-00 Associate Engineer MBI #3 Staff Report 3.00
11-30-00 Associate Engineer MBI No.3 staff Report 1.00
12-01-00 Asgsociate Engineer MBI No.3 Staff Report .50
12-14-00 Principal Coord w/PG&E .50
11-26-00 Operations Manager Memo to KR, Review Ambient Mon Prg 1.50
11-29-00 Operations Manager Discuss w/CT re: S5lip Lining, Telecon w/Ford Cont .50
12-04-00 Operations Manager Fax to JA, Review/Print Presentation 1.00
12-06-00 Operations Manager Energy Grant .75
12-06-00 Operations Manager MBI's .75
12-07-00 Operations Manager Telecon w/JA re: Grant Program .25
12-08-00 Operations Manager Review MBI for Grant Appl 1.00
12-11-00 Operations Manager Telecon w/JA re: Review Brine Jenks Ltr 1.00
12-11-00 Operations Manager Grant Applicability 1.25
12-18-00 Operations Manager Telecon w/JA, MBI Sch .75
12-29-00 Operations Manager Ambient Mon Prg, KJC Memo .75
Phase Total: 14.50

Overtime

Project/Phase: 026.02.1 33 Biosolids Handling Hourg Hours
11-27-00 Principal EPA Lawsuit Coord .50
11-28-00 Principal Biosolids Coord .50
12-04-00 Principal Biosolids Coord 1.00
12-04-00 Principal EPA Lawsuit Coord 1.00
12-05-00 Principal EPA Lawsuit Coord .50
12-06-00 Principal EPA Lawsuit Coord 1.00
12-07-00 Principal EPA Lawsuit Coord .50
12-08-00 Principal EP2 Lawsuit Coord .50
12-11-00 Principal Biosolids Coord 7.00
12-13-00 Principal Biosolids Coord 2.00
12-18-00 Principal EPA Lawsuit Coord .50
12-20-00 Principal EPA Lawsuit Coord .50
11-28-00 Operations Manager Telecon w/JR re: Biosolids Mtg .25
11-29-00 Operations Manager Memo to JW/JA, Biosolids Task Force Mtg 4.50
11-20-00 Operations Manager Telecon WQCB re: Biosolids .25
Phase Total: 20.50

Overtime

Project/Phase: 026.02.1 36 RECYCLING PLANNING GRANT Hours Hours
11-29-00 Principal Recycling Planning Grant Study 2.00
12-18-00 Principal Recycling Planning Grant Study 1.00
12-20-00 Principal Recycling Planning Grant Study .50
12-27-00 Principal Recycling Planning Grant Study 1.00
12-28-00 Principal Recycling Planning Grant Study 1.00
12-21-00 Senior Engineer Recycling Planning Grant 2.00
12-22-00 Senior Engineer Recycling Planning Grant 2.00
12-27-00 Senior Engineer Recycling Planning Grant 2.00
12-27-00 Secretary Water Recycling Rpt Changes .50



John L. Wallace & Associates Project Detail Report 1-26-01 Page 2
11-27-00 thru 12-31-00

Date Staff Type: Comment :

Overtime

Project/Phase: 026.02.1 36 RECYCLING PLANNING GRANT Hours Hours
Phase Total: 12.00

Overtime

Project/Phase: 026.02.1 100 EMERGENCY PERMIT OUTFALL LINE Hours Hours
11-27-00 Senior Planner Coord w/Thor Conway re: Arch Services 1.00
11-28-00 Senior Planner Sewer Outfall Line .50
12-12-00 Senior Planner Time Extension/F&G, Alt Agreement 2.00
Phase Total: 3.50

Overtime

Project/Phase: 026.02.1 101 DIGESTER COATING Hours Hours
11-27-00 Associate Engineer Digester ReCoat Admin, Ingpection .50
11-28-00 Associate Engineer Digester ReCoat Admin, Inspectiomn .5¢C
11-30-00 Associate Engineer Digester ReCoat Admin, Ingpection 2.00
12-04-00 Associate Engineer Digester ReCoat Admin, Inspection .50
12-07-00 Associate Engineer Digester ReCoat Admin, Inspection .50
12-12-00 Associate Engineex Digester ReCoat Admin, Inspection .50
12-13-00 Associate Engineer Digester ReCoat Admin, Inspection 1.00
12-14-00 Associate Engineer Digester ReCoat Admin, Inspection 1.00
12-20-00 Associate Engineer Digester ReCoat Admin, Inspection 1.00
12-28-00 Associate Engineer Digester ReCoat Admin, Inspection 1.00
12-29-00 Associate Engineer Digester ReCoat Admin, Inspection 1.50
12-14-00 Principal Coord w/Digester Dome Contractor .50
12-21-00 Principal Coord w/Digester Dome Contractor .50
12-29-00 Principal Coord w/Digester Dome Contractor .50
Phase Total: 11.50

Overtime

Project/Phase: 026.02.1 105 TRACT 1789 SEWER SERVICE Hours Heoursg
11-27-00 Principal Coord re: Tract 1789 Annex .50
11-28-00 Principal Coord re: Annex of Tr 1789 .50
12-05-00 Principal Coord re: Annex of Tr 1789 1.00
12-07-00 Principal Cocrd re: Annex of Tr 1789 1.00
12-08-00 Principal Coord re: Annex of Tr 1789 .50
12-15-00 Principal Coord re: Annex of Tr 1789 1.00
12-21-00 Principal Coord re: Annex of Ty 1789 1.00
12-27-00 Principal Coord re: Annex of Tr 1789 1.00
12-28-00 Principal Coord re: Annex of Tr 1789 1.00
Phase Total: 7.50

Project Total: 69.50



