YORBA LINDA WATER DISTRICT
FINANCE - ACCOUNTING COMMITTEE MEETING
Tuesday, March 11, 8:30 a.m.
4622 Plumosa Drive, Yorba Linda — Tel: (714) 701-3020

AGENDA
COMMITTEE: STAFE:
Director William R. Mills, Chair Michael A. Payne, General Manager
Director Michael J. Beverage Diane Cyganik, Finance Director
Alternate: Director John W. Summerfield Sandi Van Etten, Sr. Accountant

INTRODUCTION OF VISITORS AND PUBLIC COMMENTS:

Any individual wishing to address the Committee is requested to identify themselves and state the matter
on which they wish to comment. If the matter is on this agenda, the Committee Chair will recognize the
individual for their comment when the item is considered. No action will be taken on matters not listed on
this agenda. Comments are limited to matters of public interest and matters within the jurisdiction of the
Water District. Comments are limited to five minutes.

ACTION ITEMS:

This portion of the agenda is for items where staff presentations and committee discussions are needed
prior to formal committee actions.

1. Selection of Independent Audit Firm for Fiscal Years ending June 30, 2008-2010.
Recommendation: That the Finance-Accounting Committee recommend to
the Board of Directors execution of a Professional Services Agreement,
subject to approval as to form by General Counsel, with Diehl, Evans &
Company, LLP to perform the Independent Audit Services for the fiscal years
ending June 30, 2008 through June 30, 2010.

2. Consider a Policy on the Disposition of Unexpected Refunds from Outside Agencies
— Continued from February 28, 2008 Board of Directors meeting.
Recommendation: That the Finance-Accounting Committee recommend to
the Board of Directors adoption of Resolution No. 08-01, Resolution of the
Board of Directors of the Yorba Linda Water District Adopting a Policy on the
Disposition of Unexpected Refunds from Outside Agencies..




DISCUSSION ITEMS:

This portion of the agenda is for matters such as technical presentations, drafts of proposed policies, or
similar items for which staff is seeking the advice and counsel of the Committee Members. This portion of
the agenda may also include items for information only.

3. Monthly status report on portfolio investments ending February 29, 2008. Report
by Keith Khorey of Wells Capital Management.

4. Investment Report for the month ending January 31, 2008.
5. MWD, MWDOC & OCWD Rate Projections.

6. District’s share of the Property Tax revenue
ADJOURNMENT:

The next Finance-Accounting Committee meeting is scheduled for April 8, 2008 at 4:00
p.m.

Accommodations for the Disabled.

Any person may make a request for a disability-related modification or accommodation needed for that
person to be able to participate in the public meeting by telephoning Michael A. Payne, District
Secretary, at 714-701-3020, or writing to Yorba Linda Water District, P.O. Box 309, Yorba Linda, CA
92885-0309. Requests must specify the nature of the disability and the type of accommodation
requested. A telephone number or other contact information should be included so the District staff may
discuss appropriate arrangements. Persons requesting a disability-related accommodation should make
the request with adequate time before the meeting for the District to provide the requested
accommodation.




ITEMNO. __1

AGENDA REPORT

Committee Meeting Date: March 11, 2008
To: Finance-Accounting Committee
From: Michael A. Payne, General Manager

Staff Contact: Diane Cyganik, Finance Director

Reviewed by General Counsel: N/A Budgeted: Yes Dept: Bus
Funding Source: N/A

CEQA Account No: 133780 Job No:

Compliance: N/A Estimated Costs: $ 59,960.00

Subject: Selection of an Independent Audit Firm for Fiscal Years ending June 30, 2008-2010

SUMMARY:

On February 12, 2008 staff solicited proposals from five (5) qualified firms of certified public
accountants to audit its financial statements for the fiscal years ending June 30, 2008, 2009,
and 2010 with the option of auditing its financial statements for two (2) subsequent fiscal years.
The Request for Proposals (RFP’s) package was prepared in accordance with District
guidelines and the Government Finance Officers Association guidelines.

DISCUSSION:

The following report prepared by staff outlines information of the results from reviewing the
proposals. Out of the five proposals sent, the District received only two proposals for review.
Proposals were evaluated by a committee of four using three sets of criteria as addressed in the
attached report. Firms meeting the mandatory criteria had their proposals evaluated and scored
for both technical qualifications and price. However, the price factor was included in a sealed
cost bid and was not opened until the mandatory criteria and technical qualifications were
assessed.

Staff conducted interviews of both Diehl, Evans & Company and Moreland & Associates, Inc. to
determine the best fit for the District. Such interviews and presentations provided the firms with
an opportunity to answer any questions that the evaluation committee may have had on a firm’'s
proposal. The District selected a firm based upon the recommendation of the evaluation
committee as well as prior experience the District has had with the firms.

The annual cost for Audit services provided by Diehl, Evans & Company, LLP was at a price
not-to-exceed $19,400 for the year ending June 30, 2008, $19,980 for the year ending June 30,
2009, and $20,580 for the year ending June 30, 2010 totaling $59,960 for the three-year period.
Funds of $43,600 have been budgeted in the Two-Year Budget for fiscal years 2007-08 and
2008-09. Additional funds will be budgeted to cover the audit for the fiscal year ended June 30,
2010 in the next budget.



The annual costs for Audit services provided by Moreland & Associates, Inc. was $27,000 for
the year ending June 30, 2008, $28,000 for 2009 and $29,000 for 2010 totaling $84,000 for the
three-year period.

The selection was a difficult one because both firms met all the mandatory elements and were
rated within 2 points of each other in the technical qualifications, but when price was factored in,
Diehl, Evans & Company scored higher overall. The reason for making our selection of Diehl,
Evans & Company was two-fold: lower pricing and the fact that they have a full service tax
practice to assist the District in any tax issues that may arise.

PRIOR RELEVANT BOARD ACTION(S):

The Board of Director’s has a policy that the District should enter into multi-year agreements of
no more than five years in duration when obtaining the services of independent auditors. The
District should also undertake a full-scale competitive process for the selection of independent
auditors at the end of the term of each audit contract, consistent with applicable legal
requirements. Ideally, auditor independence would be enhanced by a policy requiring that the
independent auditor be replaced at the end of the contract, as is often the case in the private
sector. The Board of Directors approved a multi-year contract with Charles Z. Fedak &
Company. However due to to the unsatisfaticy service provided to the District; after two-years
the contract was terminated.

STAFF RECOMMENDATION:

That the Finance-Accounting Committee recommend to the Board of Directors to execute a
Professional Services Agreement, subject to the approval as to form by General Counsel, with
Diehl, Evans & Company, LLP to perform the Independent Audit Services for the fiscal years
ending June 30, 2008 through June 30, 2010.






RESOLUTION NO. 08-01

RESOLUTION OF THE BOARD OF DIRECTORS
OF THE YORBA LINDA WATER DISTRICT

ADOPTING A POLICY ON THE DISPOSITION OF UNEXPECTED

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

REFUNDS FROM OUTSIDE AGENCIES

the Board of Directors of the Yorba Linda Water District has, from time
to time, received unexpected refunds from water agencies such as the
Metropolitan Water District of Southern California and the Municipal
Water District of Orange County; and

the Board of Directors of the Yorba Linda Water District has considered
many options on the disposition of the check(s) including: 1)an
immediate return to District customers in the form of a refund; 2) a one-
time refund to each currently active account; 3) a reduction in the water
rate for the next twelve months; 4) a reduction in the water rate for just
the summer months; 5) a return of the funds to the issuing agency with
a request that those funds be applied to offset future invoices; and 6)
deposit of the funds directly into the water operating fund account, and

the Board of Directors has decided in the past that the fairest, quickest
and least expensive method was to issue a one-time refund credit to
each currently active account at the time of the refund, excluding fire
detector check accounts; and

the Board of Directors has approved several refund credits in the past
to currently active accounts, excluding fire detector check accounts,
with the latest refund credit being approved on December 13, 2007;
and

the latest unexpected check was received from the Municipal Water
District of Orange County in an amount of $187,344.83; and

On December 13, 2007, the Board of Directors approved and
authorized the General Manager to issue a one time refund credit of
$8.01 to all currently active accounts, excluding fire detector check
accounts.

NOW THEREFORE BE IT RESOLVED by the Board of Directors of the Yorba Linda
Water District that the adoption of this Resolution hereby authorizes the General
Manager to process all future unexpected refund check(s) in the following prescribed

manner:



Section 1.

Section 2.

Section 3.

Section 4.

Section 5.

By taking the total amount of the refund divided by the total number of
active water accounts, excluding the fire detector check accounts, on a
date specific selected by the General Manager.

The refund shall be made as a one (1) time credit. The refunds will be
processed on the water billing cycle established by the District.

If the water bill with the credit is returned by the U.S. Post Office for any
reason, those refund credits will be applied to the water operating
account.

If the unexpected refund amounts to a credit of $0.10 or less on the
customers water bill, the General Manager shall deposit the entire check
into the water operating fund to offset the programming and
administrative costs.

Resolution No. 08-01 becomes effective from this date forward.

PASSED AND ADOPTED this 28th day of February, 2008, by the following called

vote:
AYES:
NOES:
ABSENT:
ABSTAIN

ATTEST:

John Summerfield, President

Michael A. Payne, Secretary



