Ref: 17-6104

AGENDA

INVESTMENT AND FINANCE COMMITTEE MEETING
LEUCADIA WASTEWATER DISTRICT
August 16, 2016 — 9:00 AM
1960 La Costa Avenue, Carlshad, CA 92009

Call to Order
Roll Call
Public Comment

New Business
A. Audit Entrance Meeting with Davis Farr, LLP (Pages 2-4)

B. Revised Procurement Policy — Adopt Resolution No. 2281 approving LWD's
revised Procurement Policy and receive and file the annual review of the
policy. (Pages 5-14)

Information ltems
None.

Directors’ Comments
General Manager’'s Comments

Adjournment




MEMORANDUM

Ref. 17-5102
DATE: August 11, 2016 /) P
TO: Investment & Finance Committee (IFC) . Z
FROM: Paul J. Bushee, General Manager ;,\_J 52 \/L n

SUBJECT: Audit Entrance Meeting

RECOMMENDATION:

1. This item is for information purposes.

DISCUSSION:

During April 2016, LWD entered into an agreement with Davis Farr, LLP (Davis Farr) for
the purpose of performing financial auditing services for Fiscal Years 2016 through
2018.

As a practice and as a part of the auditing process, the IFC typically meets with the
District's auditors to discuss the auditing process. Jennifer Farr, CPA of Davis Farr, will
be at the IFC meeting to present information about the FY16 audit and discuss items
that may be of interest to the IFC. Attached is a copy of their letter “Communication with
Those Charged with Governance” which was previously delivered to the full Board of
Directors.

th:PJB
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CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

July 25, 2016

Board of Directors
Leucadia Wastewater District
Carlshad, California

We are in the process of planning the audit of the Leucadia Wastewater District (the “District”) for
the year ending June 30, 2016.

Professional auditing standards require that, as a part of our audit, we inquire of those in
governance to ascertain whether or not the Board of Directors (the “Board”) has knowledge of
matters that might have a bearing on the auditor's risk assessment for the annual audit of the
District's financial statements.

Examples of these matters are:

o Known or suspected instances of employee fraud

e Areas in which the internal controls of the District are thought by the Board to be weak
e Known or suspected misstatements in the accounting records of the District

o Known or suspected use of improper accounting practices by the District

e Any awareness of pressure upon the District or District management with respect to
achieving certain financial results

o Matters that warrant particular attention during the audit
e [nformation about unusual transactions or other matters relevant to the audit

Generally, the scope of the audit is limited to matters involving amounts that would be significant
to the financial statements of the District taken as a whole. If additional time is required to respond
to the concerns of the Board, we will estimate for the District the costs involved.

Statement on Auditing Standards No. 114 requires the auditors to communicate the planned scope
and timing of the audit. Additionally, at the conclusion of the audit, we plan to meet with the Board to
communicate the auditor's responsibilites under generally accepted auditing standards and
significant findings from the audit.

Timing of Audit
We plan to begin the final audit examination on October 3, 2016 and be completed with fieldwork

in October. We plan to present the audit reports and results of the audit to the Board of Directors
at the completion of the audit,



July 25, 2016
Leucadia Wastewater District

Page 2

Planned Scope of Audit

In addition to our standard audit approach, we have identified the following fraud and error risk
areas for the District and plan to modify our audit appreoach as follows:

(]

Risk of errors in implementing GASB Statement No. 72 — Fair Value: We will ensure the
District includes the additional footnote disclosures required by GASB 72 related to the

fair value of investments.

Risk of errors in recording the District's OPEB liability: We will review the most recent Other
Post Employment Benefit actuarial valuation for compliance with GASB Statement No. 45.
We will ensure the District is recording the OPEB liability accurately and all footnote
disclosures are complete. Our testing will include evaluating the accuracy of the census data
provided to the actuary.

Risk of errors in recording Encina Wastewater Authority transactions: We will review the
Joint Powers Agreement to determine the proper accounting of the transactions. We will
test a sample of payments to Encina Wastewater Authority to determine if they are
properly reflected as either operating or capital expenses and were made in accordance
with the Joint Powers agreement.

If any member of the Board has information relevant to our audit (matters involving amounts that
would be significant to the financial statements of the District taken as a whole), please contact
the undersigned at (949) 783-1740 or JFarr@davisfarr.com.

Very truly yours,

éJennifer Farr

Davis Farr LLP



MEMORANDUM

Ref: 17-5103

DATE: August 11, 2016 /) o
TO: Investment and Finance Committee ' /

FROM: Paul J. Bushee, General Manager ,:»J—’
SUBJECT: Annual Review of Procurement Policy

RECOMMENDATION:
Staff requests that the Investment and Finance Committee (IFC) recommend that the Board of

Directors:
1. Adopt Resolution No. 2281 approving LWD's revised Procurement Policy
2. Receive and file the annual review of the Procurement Policy; and

3. Discuss and take other action, as appropriate.

DISCUSSION:

Tactical Goal: Finance/Financial Policy Reviews/Procurement Policy

The Leucadia Wastewater District (LWD) Procurement Policy was adopted by the Board of
Directors on March 9, 2005. It was last revised on August 12, 2014. The policy consolidates
purchasing requirements under one program and provides a prudent set of controls while
maintaining efficiency and flexibility in the procurement process.

Staff recently conducted an annual review of the existing policy. Based on this review, staff is
recommending several minor administrative changes in the policy.

Overall, LWD’s Procurement Policy (Attachment 1) continues to provide prudent purchasing
controls and guidelines for the District. In addition, it establishes spending limits that reflect
today’s costs and provides staff the needed flexibility to purchase goods and services in the

most efficient manner possible.

For these reasons, staff requests that the IFC recommend that the Board of Directors: (1) adopt
Resolution No. 2281 approving LWD’s revised Procurement Policy; (2) receive and file the
annual review of the policy; and (3) discuss and provide direction, as appropriate.

The proposed resolution (Attachment 1) includes a strike-out version of the revised
Procurement Policy for the IFC’s review.

th:PJB

Attachment



RESOLUTION NO. 2281

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE
LEUCADIA WASTEWATER DISTRICT
ADOPTING A REVISED PROCUREMENT POLICY

WHEREAS, the Leucadia Wastewater District’s (LWD) existing Proctrement Policy was
adopted on March 9, 2005 to establish a prudent set of controls in the procurement process;

and

WHEREAS, it is prudent for LWD to periodically review its Procurement Policy to reflect
changes in laws and regulation as well as the escalation of prices due to inflation.

NOW, THEREFORE, it is hereby resolved as follows:

1. The LWD Board of Directors adopts the LWD Procurement Policy attached
hereto as Exhibit “A” and directs that it be implemented consistent with all
applicable laws and related District policies,

2. This Resolution supersedes Resolution No. 2251.

PASSED AND ADOPTED by the Board of Directors of Leucadia Wastewater District this
17th day of August, 2016, by the following vote:

AYES:
NOES:
ABSENT:

ABSTAIN:

Donald F. Omsted, President

ATTEST:

Paul J. Bushee, Secretary/Manager

(SEAL)
Attachmeani 1



Resolution No, 22542281
Exhibit A

EU(ADIA LEADERS IN LEUCADIA
§
§
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DISTRICT

LEUCADIAWASTEWATER DISTRICT

PROCUREMENT POLICY

Ref: 46-4144717-5108

1. Purpose
The purpose of this Policy is to establish the requirements and implement the rules and
regulations governing the procurement of all goods and services required by the Leucadia
Wastewater District (LWD).

Z2—Authority

21— Resolution 2251 adopted by-the Board-of Directors-on-August- 13,2014

3:2.Related LWD Board of Directors Policy

2.1. 3-+—Resolution 2095 authorizing the General Manager to purchase up to $25,000 of
goods, materials, and supplies at any one time without specific prior Board approval dated
September 8, 2000.

2.2. 32 Resolution 2238-2271 adopting the LWD Conflict of Interest Policy.

4.3.Policy

It is the Policy of the Board of Directors that:

44:3.1. _ LWD shall procure required goods and services commensurate with acceptable
quality at the lowest possible cost.

4-2:3.2. __ Appropriate internal financial controls shall be exercised over all procurements.

43.3.3. No procurement shall be authorized unless sufficient funds have been appropriated
pursuant to LWD's budgetary processes.

4.4.3.4. Cooperative purchasing with other public agencies shall be performed whenever such
purchases are feasible and in the best interests of LWD.

45:3.5. _The General Manager shall determine the necessity of insurance andfor
appropriate insurance requirements in consultation with the originating department head
and risk management advisors, and, with the advice and concurrence of the LWD General



Counsel. If insurance is required, a Certificate of Insurance conforming to such
requirements, and any applicable insurance industry standards, must be on file before
goods are delivered or services are provided.

4.6.3.6. _The General Manager shall execute and maintain administrative procedures to
implement this Policy and to ensure that the procurement of all goods and services are
properly documented and_that they conform to: this Policy, related internal financial
controls, and all applicable administrative procedures.

4:4:3.7. __The General Manager shall maintain all documentation required by this Policy in
conformance with applicable LWD Policy.

4.8.3.8. __The LWD shall not discriminate against any person or entity because of race, color,
religion, national origin, gender or disability status and shall place, in all procurement
related solicitations or advertisements for formal procurement of goods or services, a
statement that all qualified bidders will receive consideration without regard to race, color,
religion, national origin, gender or disability status.

48.3.9. _ The General Manager may, at his/her discretion, delegate duties under this Policy.

4-40.3.10._The Board of Directors may, at its sole discretion, waive all or any part of this Policy.
3-4.Definitions

Bidder: A person or firm submitting an offer to LWD in response to a Request for Bids.

Bid Security: The deposit of cash, certified check, cashier's check, bank draft, money order, or
bid bond submitted with a bid and serving to guarantee to the owner that the bidder, if awarded
the contract, will execute such contract in accordance with the bidding requirements and the

contract documents.
Continuing Services: When a vendor or firm has satisfactorily completed one phase in the

development of a project, that vendor or firm may be retained for a subsequent phase of work if
their continued service is determined to be in the best interest of the District.

Construction Services: Services typically associated with the physical construction and/or
installation of equipment necessary to improve or replace the District’s infrastructure. For the
purposes of this policy, landscape, janitorial and uniform rental services shall follow the
procedures associated with this category.

Formal Procurement of Goods and Services: Procurement of goods or services resulting in
total payments greater than $50,000.

Goods: An item moveable at the time LWD executes the Purchase Order for its procurement;
equipment or supplies specially manufactured for LWD; installation of equipment or supplies
specifically for LWD; electricity; natural gas; and, water.

Informal Procurement of Goods: Purchase of goods resulting in total payments of $5,000.01 to
$50,000. —

Informal Procurement of Services: Procurement of services resulting in contract Not-to-Exceed
(NTE) amounts between $25,000.01 and $50,000.

Open Market Procurement of Goods: Purchase of goods resulting in total payments by the
LWD of $5,000 or less.




Open Market Procurement of Professional and Construction Services: Procurement of
services resulting in contract Not-to-Exceed (NTE) amount of up to $25,000.

Performance Bond: A written guaranty from a third party guarantor (usually a bank or an
insurance company) submitted to the District by a contractor on winning the bid. A
performance bond ensures payment of a sum (not exceeding a stated maximum) of money
in case the contractor fails in the full performance of the contract.

Proposer: A person or firm submitting an offer to LWD in response to a Request for Proposals.

Scope of Work: A description of services required by LWD that a proposer must demonstrate
the capability to provide as a prerequisite to LWD's consideration of their proposal.

Sealed Bids: A bid submitted in a sealed envelope to prevent disclosure of its content prior to
the established public opening.

Professional Services: Services that are professional in nature and do not include the physical
construction or/or installation of equipment for the District’s infrastructure. Services in this
category include engineering design, archesturial-architectural services, public information
services, financial services, strategic planning services and legal services. Other similar
services would also be part of this category.

Sole Source Procurement: Procurement instances when the goods and/or services are
obtainable from only one vendor due to unique circumstances, specifications, qualifications or
continuance of service.

Specification: A description of the goods required by LWD that a bidder must satisfy precisely
or through functional equivalency as a prerequisite to LWD’s consideration of their bid.

Vendor / Firm / Consultant: An entity which is capable of or is interested in providing goods or
services to LWD, or has been awarded a procurement agreement by LWD.

6:5.0pen Market Procurements for Goods ($5,000 or less) and Professional Services and
Construction Services ($25,000 or less)

The LWD Staff shall make reasonable efforts to secure goods of suitable quality or, in the case
of services, the best qualified consultant or service provider at the lowest possible cost and
shall document such procurements as appropriate.

7:6.Informal Procurements for Goods ($5,000.01 to $50,000) and Construction Services
($25,000.01 to $50,000)

The following defines an informal procurement for goods:
+36.1. Minimum Requirements: The procurement of goods or materiel requires that Staff

develop a Request for Quote to clarify and standardize the requirements of the
procurement. The Request for Quote shall include, as a minimum:

o An appropriately detailed Specification considering the value, availability and
technical complexity of the items to be procured,

o Alist of at least three (3) possible suppliers, if practicable,

e The date and time by which LWD must receive the quote.



726.2. Request for Quote Distribution and Evaluation: Unless impracticable, LWD shall
distribute the Request for Quote to at least three (3) suppliers Staff will evaluate the
responses received to determine the lowest responsive and responsible quote that meets
or exceeds the Request for Quote specifications.

736.3. Quote Documentation: Staff will document the quotes received and the results of
the evaluation. If less than three (3) quotes were received and evaluated, a brief
explanatory statement will be provided.

F46.4. Award: The General Manager shall award the procurement to the lowest
responsive and responsible bidder if the total dollar cost of the procurement is $25,000 or
less. If the total dollar cost of the procurement is $25,000.01 or more, the purchase must
be approved by the Board of Directors.

+56.5. Delegation of Authority to Award: For the purchase of goods or materiel, the
General Manager may delegate the authority to award procurements by administrative
procedure specifically identifying such delegates and the dollar limit of each delegate’s
authority.

Nothing in this policy shall prohibit staff from utilizing a formal bid process if deemed to be
in the best interest of the District. If a formal bid process is elected, the procedures in
Section 9 below shall be followed.
8:7.Informal Procurements for Professional Services (Contract from $25,000.01 to $50,000):
The following defines an informal procurement for services:

$+47.1. Minimum Requirements. Staff will develop a Request for Proposals (RFP) to
include, as a minimum:

s An appropriately detailed Scope of Work considering the value availability and
technical complexity of the services to be procured,

e A list of at least three (3) possible firms, if practicable,

e The date and time by which LWD must receive the proposal.

e [f the proposed project is not identified in the budget, the Board of Directors
shall review and authorize the procurement.

L2, 82— RFP Evaluation. Staff or a panel of evaluators designated by the General
Manager will determine the best qualified proposer based on professional competency and
their ability to satisfy the Scope of Work. VWhenever possible, dependent on the services
required, LWD shall evaluate and document at least three (3) proposals. If less than three
(3) proposals were evaluated, a brief explanatory statement will be submitted to the
General Manager.

7.3. 83 —Neqotiations. Staff shall negotiate with the best qualified proposer. If
unable to successfully complete such negotiations, negotiate with the remaining
proposers, in the order that their proposals are most beneficial to LWD, until negotiations
are successfully completed.

10



7.4. 84— —Coordination, Review and Approval. The General Manager will assign staff

and, if necessary, LWD Counsel to generate a contract or related documents. All informal
procurements for services will require a written contract.

7.5. 85— Award. The General Manager shall recommend that the Board of Directors
award the contract to the best qualified firm with whom LWD successfully completed
negotiations. The Board shall award procurements of services with a total dollar cost from
$25,000.01 to $50,000.

7.8. 86— Documentation of Award. The responsible staff member shall establish a
Contract File that contains the RFP documentation per Sections 8.1 through 8.5 of this
Policy, signed contract and any additional documents prescribed by administrative
procedure.

9.8.Formal Procurements for Goods and Construction Services ($50,000.01 and over)

9.1.8.1.  Additional Requirements: Formal Request for Sealed Bids (RFB). In addition to this
Policy's requirements for awarding Informal Procurements, the initiating department head
shall submit for the General Manager's review and approval a RFB that includes:

e An appropriately detailed Specification considering the value, availability and
technical complexity of the items to be procured,
e Proposed procurement schedule.

92.8.2.  Supplemental Documents: Formal RFB. Along with the RFB, the initiating
department head shall submit for the General Manager’s review and approval the following
Supplemental Documents:

e A draft —Notice Inviting Bids_for publication and;—suitable—for—publicatien;

%M&mng%ﬂ%ﬁeﬂwedhby%hwehey—applmle—adﬂwm
prosadures-orthe-General-Manager—and,

e AA suggested list of at least three (3) prospective vendors, if practicable —at
leastthree(3)-vendeors—if-practicabletoreceive the REB.

93.8.3.  Public Notice. Public Notice Inviting Bids for a RFB must be published in a
newspaper of general circulation at least ten (10) days prior to the bid opening date.

94.84. Bid Opening. All sealed bids are opened in public and apparent low bidder is
identified at the bid opening.

9.5.8.5. Bid Evaluation. After the bid opening, all bids will be evaluated to ensure
compliance with the bid specifications and for acceptable quality to determine the lowest
responsive and responsible bidder. All bids and bid information shall be public unless
otherwise specified in the bid specifications.

9-6:86. Award. All sealed bid procurements shall be awarded to the lowest responsive and
responsible bidder who meets or exceeds the specifications of the RFB All formal
procurements must be approved by the Board of Directors.

11



10:9. Formal Procurements for Professional Services ($50,000.01 and over)
+0-39.1.  Additional Reguirements: Formal Reguest for Proposals (RFP) or Request for
Qualifications (RFQ). In addition to this Policy's requirements for awarding Informal
Procurements for services, the initiating department head shall submit for the General
Manager's review and approval a RFP or RFQ that includes:

A detailed Scope of Work itemizing the services required,

Proposed schedule,

Preliminarily criteria upon which proposals / qualifications shall be evaluated,
A draft public notice. and,

A suggested list of prospective consultants to receive the RFP/RFQ.

@ © e e o

10-2:9.2. General Manager Approval of Proposal Publication. No publication of public notice
inviting proposals shall be made unless the General Manager has approved the Formal
RFP and Supplemental Documents. If the project is not identified in the budget, the Board
of Directors shall review and authorize the procurement.

103-9.3. _Public Notice. Public notice of a RFP / RFQ must be published in a newspaper of
general circulation at least ten (10) days prior to the proposal / Statement of Qualification
(S0Q) due date.

10494, RFQ Evaluation. If the implementation of the RFQ process is selected to procure
services, additional steps are added to the RFP process. The RFQ calls for submission of
a Statement of Qualification (SOQ) instead of a proposal. The SOQs are used to establish
the professional competency and capability of each firm to perform and satisfy the project's
Scope of Work. Once Statements of Qualifications (SOQ) are received from interested
firms, the General Manager will convene a panel consisting of at least three (3) individuals.
The panel will evaluate the SOQs received in response to the RFQ to determine those
firms that, in the panel’s opinion, are best qualified to meet the Scope of Work identified in
the RFQ. The panel will identify at least three (3) qualified firms, if appropriate. Once the
qualified firms have been determined, only those firms will be invited by the General
Manager to submit proposals (RFP) for evaluation.

+0:-5:9.5. Proposal Evaluation. Pursuant to the criteria established for that RFP and any
additional criteria necessary and appropriate to advance the best interests of the LWD, the
General Manager or a panel of evaluators selected by the General Manager shall review
each proposal and may interview each firm to determine an ordinal ranking of the
proposing firms. The ordinal ranking will be primarily based on the professional
competency of the firms.

10:6:9.6. Negotiation. The General Manager or his/her designee shall enter into negotiations
with the top ranked firm to establish the contract price and fees. If a fair price cannot be
reached with the top ranked firm, then that firm shall be eliminated from consideration and
negotiations shall be initiated with the next highest ranked firm.

H0-79.7.  Award. All formal procurements for services must be approved by the Board of
Directors.

12



10. 41-Emergencies and Exceptions

The following exceptions shall apply to the foregoing bidding procedures. When an exception
applies, supplies, equipment and/or services may be purchased following whatever procedures
are determined necessary under the circumstances as determined by the General Manager, at
his or her discretion.

+H-110.1.

Sole Source Procurement

A

B.

In certain instances, goods and services are obtainable from only one vendor due to
unigue circumstances. These circumstances include:

o The good or service is of such a unique, proprietary or technical nature that it
is only manufactured or provided by a single vendor; or,

e The good or service must match or be compatible with other goods or service,
currently in use by LWD, obtained from a certain vendor. In this instance, it
must be demonstrated that the matching or compatible good or service can
only be supplied by this same vendor.

o \When a vendor or firm possesses unique knowledge of LWD or is providing
continuance of service as described in paragraph 12.4, Continuing Services.

All sole source purchases for goods over $5,000 and sole source procurements for
services over $25,000 require an explanation justifying the sole source procurement
under this Policy to the General Manager and/or Board of Directors..

C. Sole source procurements shall comply with all award threshold requirements set

10.2

forth in this Policy.
H-=2—Emergency

If an emergency arises and there is insufficient time to comply with the above
otherwise—applicable procurement procedures, an exception shall apply. An
emergency_situation may be determined by the General Manager if there is no time
fer-to convene a Board meeting.;-etherwise-a-finding-ef-emergency-shall-be-made-by
the—Board-_In the case of an emergency, the General Manager can authorize
procurement(s) that exceeds his designated threshold in order to resolve the
situation. The General Manager will inform the Board members of the emergency
procurement as soon as possible. If the General Manager determines an emergency
existed and_authorizes the—a procurement(s) exceedinged his/~erher approval
authority-as-established-in-this-peliey,, then aetionstakena report shall be-reperted
provided to the Board of Directors at its next regular meeting.

10.3. 43— Complex or Unigue ltems

A.

In the event that the supplies and/or equipment sought to be purchased are unique
and/or complex such that it is unlikely that there would be more than one bidder.

It is unlikely that there would be any economic benefit to the public to be gained from

bidding, the General Manager, at his or her discretion; may authorize direct
negotiations in lieu of bidding.

13



C. An explanation to the Board of Directors is required justifying the procurement of
critical or unigue items.

11. 42-Alternative or Conditional Requirements

+2:111.1. _Bid Security. Bidder's security may be prescribed in the public notice inviting bids at
LWD's sole discretion. Bidders shall be entitled to return of bid security except that a
successful bidder shall forfeit his bid security upon the bidder's refusal or failure to execute
a contract within ten (10) days after the Notice of Award has been mailed.

+2:211.2. _Rejection of Bids/Proposals. The General Manager or Board of Directors, at their
discretion, may reject any and all bids or proposals / SOQs and proceed pursuant to this
Policy.

12311.3. Performance Bond. LWD shall retain unilateral authority to require a performance
bond before entering a contract. The amount of such a bond shall be set as determined
reasonably necessary to protect the best interests of LWD. If LWD requires a
performance bond, the form and amount of the bond shall be described in the public notice
inviting bids or proposals.

+2411.4. Continuing Services. Where a vendor or firm has satisfactorily completed one
phase in the development of a project and the General Manager, or as may be required by
this Policy, the Board of Directors, determines that it is in the best interest to retain this
vendor or firm for a subsequent phase of work, the General Manager, or his designee,
shall be authorized to proceed directly with the negotiations for compensation with this
entity. If required by this Policy, the Board of Directors shall approve the resulting contract
or amendment. In the event that a fair price cannot be reached, then the appropriate
procurement requirements set forth in this Policy shall apply.

12:511.5. Governing Law. Nothing in this policy is intended nor shall be deemed to
supersede any applicable State or Federal laws.
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