
           

FINANCE COMMITTEE AGENDA

Tuesday, October 27, 2015
8:30 AM

Executive Conference Room, Level Three
Brea Civic & Cultural Center, 1 Civic Center Circle, Brea, California

 
MEMBERS:
ALTERNATE:  

Council Member Cecilia Hupp and Council Member Steven Vargas
Mayor Marty Simonoff

Materials related to an item on this agenda submitted to the Finance Committee after distribution of the agenda packet are
available for public inspection in the third floor lobby of the Civic and Cultural Center at 1 Civic Center Circle, Brea, CA during
normal business hours. Such documents may also be available on the City’s website subject to staff’s ability to post documents
before the meeting. 

             
CALL TO ORDER / ROLL CALL
 

1. Matters from the Audience
 
CONSENT
 

2.   Approval of Minutes of September 28, 2015 Special Meeting
 

Attachments
Minutes

 
3.   Amendment to the Professional Services Agreement with Raftelis Financial

Consultants, Inc. for a Water Rate Study
 

Attachments
Attachment 1
Attachment 2
Attachment 3 

 
4.   Audit Committee Recommendations
 
DISCUSSION

NOTE: This agenda is subject to amendments up to 72 hours prior to the meeting date.
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5. Schedule Next Meeting: November 10, 2015
 

cc: Council Member Glenn Parker
Mayor Pro Tem Christine Marick

Special Accommodations
In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting, please
contact the City Clerk’s Office at (714) 990-7757. Notification 48 hours prior to the meeting will enable City staff to make
reasonable arrangements to ensure accessibility. (28 CFR 35.102.35.104 ADA Title II)

NOTE: This agenda is subject to amendments up to 72 hours prior to the meeting date.
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  2. 
City of Brea

FINANCE COMMITTEE COMMUNICATION

DATE: 10/27/2015

SUBJECT: Approval of Minutes of September 28, 2015 Special Meeting

Attachments
Minutes 
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SPECIAL FINANCE COMMITTEE MINUTES 
 

 Monday, September 28, 2015 

 4:00 PM 

Executive Conference Room, Level Three 

Brea Civic & Cultural Center, 1 Civic Center Circle, Brea, California 

 

 
CALL TO ORDER / ROLL CALL 
 
ATTENDEES: Councilmember Cecilia Hupp, Councilmember Steven Vargas, David Crabtree, 
Chris Emeterio, Eric Nicoll, Steve Kooyman, Ron Krause, Faith Madrazo, Jerry Mestas, Bill 
Smyser, Lee Squire, Alicia Brenner, Keri Bullock, Gillian Lobo and Mario Maldonado 
 
OTHER ATTENDEES:  Debbie Harper (Lance, Soll & Lunghard) 
 
 

1. Matters from the Audience – None 
 

CONSENT 
 

2. Approval of Minutes of September 8, 2015 Meeting – Approved. 
 

3. Award Annual Concrete Maintenance Contract to Minako America Corporation for 
the Removal and Replacement of Sidewalks, Curbs and Gutters – Recommended 
for Council approval. 

 
4. Approve Agreement for Sharing Consultant Costs for 2015 Urban Water 

Management Plan (UWMP) Between Municipal Water District of Orange County 
(MWDOC) and the City of Brea Together with Twenty-Two Other Water Districts 
Serving Orange County – Recommended for Council approval. 

 
5. Expenditure of the Supplemental Law Enforcement Services Fund for FY 2015-16 – 

Recommended for Council approval. 
 

6. Procedures for Tracking Annual On-Call As-Needed Professional Services Agreements 
Engineering Service – The Committee approved the recommended procedures and 
requested a memo outlining procedures be distributed to the City Council. 
 

7. Professional Services Agreement with NBS for User Fees and Charges Rate Study – 
Recommended for Council approval as an Administrative Item. 
 

8. Amendment to the Professional Services Agreement with Raftelis Financial 
Consultants, Inc. for a Water Rate Study – The Committee requested additional 
justification to clarify contract amendment. 
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DISCUSSION 

 
9. Continued Discussion of the Creation of an Oversight and Audit Committee – The 

Committee discussed the options presented and recommend the following: (1) Finance 
Committee to continue serving as an Oversight Board and (2) Create an Audit 
Committee.  Clarification is needed from the City Attorney regarding the legality of the 
membership composition of the Audit Committee and further discussion to take place 
at an upcoming meeting. 
 
Meeting adjourned: 5:24 PM   
 

  
cc: Mayor Marty Simonoff 

Mayor Pro Tem Christine Marick  
Council Member Glenn Parker 
 



  3. 
City of Brea

FINANCE COMMITTEE COMMUNICATION

TO: Honorable Chair and Committee Members

FROM: City Manager 

DATE: 10/27/2015

SUBJECT:AMENDMENT TO THE PROFESSIONAL SERVICES
AGREEMENT WITH RAFTELIS FINANCIAL
CONSULTANTS, INC. FOR A WATER RATE STUDY

RECOMMENDATION
Approve the second amendment to the Professional Services Agreement
with Raftelis Financial Consultants, Inc.

BACKGROUND/DISCUSSION
The City Manager is allowed to sign professional services agreements up
to $25,000; however, it is allowable for him to sign up to double that
amount when it is deemed in the best interest of the City.  The City’s
Purchasing Code—Section 3.24.210---Contracting for
Purchase-Exemption, states:  “The Purchasing Agent, with the approval
of the City Manager, may contract for supplies, services, and equipment
without observing the procedure required by SS 3.24.090 through
3.24.160 (COMPETITIVE BIDDING) when the best interests of the City
would be served thereby and the amount of the contract does not exceed
twice the formal bidding policy limits.
 
In 2005, staff went out to bid for a water rate consultant.  The successful
bidder was Raftelis Financial Consultants, Inc. (RFC).  Since then, the
City has used RFC as its water rate consultants for water rate studies in
2006, 2008, and 2011.  In order to maintain consistency and to ensure
that the City was adequately charging adequate rates, in October 2014,
the City Manager signed a professional services agreement with RFC for
$42,897 to perform another water rate study.
 



AMENDMENTS
Staff has worked for over a year with RFC gathering consumption history,
water purchases, maintenance costs, etc. to determine the appropriate
rate structure for Brea.  The rate study was originally set to be completed
in April 2015; however, multiple factors led to the delay.  These include:
the San Juan Capistrano case decision; increased drought conditions;
recording of water shares and new costs associated with those shares;
the change in rates and costs due to the new fiscal year; and additional
information requested by the City Council.  Such factors have led to
additional costs.  An amendment to the agreement of $8,872 was
processed in April 2015 to cover the cost of the Pricing Objective
Workshop on May 5, 2015.  Since then, RFC has: 

Spent additional time processing multiple data sets of sales and
purchased water costs to update the model;

1.

Conducted three staff/City Council meetings (August 25, September
2, and October 6) and incurred additional preparation time associated
with those meetings, totaling 40 hours;

2.

Provided an additional 3-tier residential rate option.  To make the
necessary revenue requirements, the non-residential rate had to be
adjusted as well.;

3.

Analyzed usage data and calculated rates to meet the requirements
of the San Juan Capistrano decision as well as Proposition 218
requirements.  The San Juan Capistrano decision in
April 2015  brought on additional requirements that were not included
in the original proposal in October 2014;

4.

Recalculating the fixed charges and corresponding tiered rates, as
requested by City Council on October 6;

5.

Review the possibility of tiered multi-family rates, as requested by
City Council on October 5;

6.

Additional review of greenbelt and outside Brea rates; and7.
Additional review and preparation of next Council Meeting.   The date
is yet to be determined.

8.

The total cost for the 2015 Water Rate Study is $93,103, of which
$41,340 is related to this second amendment.

SUMMARY/FISCAL IMPACT
The initial water rate study was budgeted in the FY 2014-15 budget;



The initial water rate study was budgeted in the FY 2014-15 budget;
however, this amendment of $41,340 was not included in either the FY
2014-15 or FY 2015-16 budget.   Staff anticipates overall savings in the
FY 2015-16 Water Utility Fund (420) budget to cover the additional
expense of this agreement.  However, if additional savings are not
realized, staff will ask for a budget adjustment during the last round of
quarterly budget adjustments for FY 2015-16.  The Water Utility Fund
(420) has available funding to cover this expense.   There is no General
Fund Impact.

RESPECTFULLY SUBMITTED
William Gallardo, City Manager
Prepared by: Faith Madrazo, Revenue & Budget Manager

Attachments
Attachment 1 
Attachment 2 
Attachment 3 



 

201 S. Lake Avenue 
Suite 301 
Pasadena, CA 91101 

Phone 626 . 583 . 1894 
Fax 626 . 583 . 1411 
 

www.raftelis.com 

 
October 14, 2015 
 
Mr. Bill Gallardo 
City Manager 
City of Brea 
1 Civic Center Cir. 
Brea, CA 92821 
 
Subject: Budget for Water Rate Study 
 
Dear Mr. Gallardo: 
 
As we have discussed, this letter is to inform you of the current budget status.  Throughout the study, 
we have incurred costs in addition to the budgeted amounts. Below is a list of the different tasks and 
associated time estimates exceeding our budget. 
 

1. Time spent processing multiple data sets of sales and purchased water costs to update the 
model. Some pieces of data crucial to the project required additional time to finalize. These data 
pieces includes water purchase rate information, and water purchase and sales totals.  This 
information was important for RFC to accurately project the City’s future expenses.  Obtaining 
the water purchase and purchased water cost information, in particular, took quite a bit of time 
including multiple calls with Staff to resolve. 

2. Three additional Staff/City Council meetings, about 4 hours per person, and associated 
preparation time. RFC traveled to meetings in Brea on March 2, May 5, August 25, September 2, 
and October 6.  In addition, we have had many GoToMeeting meetings to discuss issues related 
to data as well as changes to the rates and rate structures. 

3. Additional 3-tier rate options. RFC calculated drought surcharges for this 3 tier rate option as 
well. In addition to the 3 tier rate options, RFC calculated a uniform rate, and drought 
surcharges for the uniform rate. 

4. Time to analyze usage data and calculate rates to meet the requirements of San Juan Capistrano 
decision to meet Proposition 218 requirements and provide a detailed report. 

5. Recalculating the fixed charges and corresponding tiered rates.  The fixed charges will be 17%, 
20% and 25%.   

6. Review multi-family rates.  Combine with single family and revise rates for both. 
7. Review rates for greenbelts in outside-city areas.  This does not include budget-based rates as 

the City currently does not have the billing system set up to handle budget-based rates.  Review 
average greenbelt usage to determine potential for tiered rates based on average use. 

8. Additional Council Meeting preparing presentation and attending. 
 
Our original proposal was based on the methodology that allowed cost of service calculations by 
customer class based on the Pajaro Valley water Management Agency case.  The San Juan case was 
decided in April 2015 and required not only cost of service analysis by customer class, but also for the 
individual tiers.  This has a double impact, we need to perform more analysis on the water usage to 
identify peaking factors by tier and equally important prepare a much more detailed report to justify the 
nexus between costs and rates.   
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The table below shows the additional costs in detail.  We have included a contingency of approximately 
$5,000 in the event that the Council would like additional work on the rates.   
 

 
 
 
Please let us know if you have any questions.  Thank you. 
 
Sincerely,                                                                                        Accepted by: 
                                                                                                         City of Brea 
 
 
By: ______________________________________              By: ____________________________________ 
 
Sudhir Pardiwala, PE                                                                           Name: _________________________________ 
                                                                                                         
Executive Vice President                                                           Title: __________________________________ 
 
         Date: _________________________________ 

SP VS Total
$290 $135

1 4 10 14 $2,650
2 Staff/City Council Meetings 3 20 20 40 $9,500
3 4 12 16 $2,940
4 San Juan Capistrano Requirements 6 20 26 $4,700
5 Fixed Charges and Correpsonding Rates 4 16 20 $3,520
6 Multi-family Review 4 16 20 $3,520
7 2 6 8 $1,470
8 Additional Council Meeting 1 10 12 22 $4,940
9 Attend Public Hearing 1 8 4 12 $3,180

5 62 116 178
$17,980 $15,660 $33,640

$33,640
SP - Sudhir Pardiwala $2,780
VS - Victor Smith $36,420

9 1 8 16 24 $4,920

Task Task Descriptions No of 
Meetings

Hours Requirements

Contingency

Total Fees 
& 

Data Processing

Additional Rate Options

Greenbelt Review

Total Fees
Total Expenses

Total Fees & Expenses
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  4. 
City of Brea

FINANCE COMMITTEE COMMUNICATION

TO: Honorable Chair and Committee Members

FROM: City Manager 

DATE: 10/27/2015

SUBJECT: Audit Committee Recommendations

RECOMMENDATION
Direct staff to work with the City Attorney to clearly define the role and
functions of the Finance Committee which would include audit related
duties.

BACKGROUND/DISCUSSION
The Statement on Auditing Standards (SAS) No. 114 require that the
auditor communicate, either orally or in writing, certain information to an
audit committee or another designated party that performs oversight
of the financial reporting and auditing process.  SAS No. 114
identifies specific matters to be communicated and provides guidance on
the communication process, in particular, the principal purposes of
communication and the importance of effective two-way communication. 

An audit committee is a practical means for a governing body to provide
much needed independent review and oversight of the government's
financial reporting processes, internal controls, and independent auditors. 
An audit committee also provides a forum separate from management in
which auditors and other interested parties can candidly discuss
concerns.  In relation to the City of Brea, the functions of the audit
committee would be to review and monitor the financial reporting
processes/issues applicable to the entire City of Brea and any of its other
entities, such as Successor Agency, Brea Public Financing Authority and
Brea Community Benefit Financing Authority.  Included would be other
ancillary audits that may occur such as Measure M, Gas Tax, other
financial reporting triggered by the State Controller’s Office, etc.  Most



importantly, an audit committee or its equivalent enhances fiscal
accountability.

Traditionally, some of the duties of the audit committee were performed
by the City's Finance Committee.  However in hind sight, staff believes
that clear directions and adequate education were not provided to the
members.  Finance Committee Members may not have been aware
they could meet with the City's independent auditors without staff being
present (but in an open forum meeting); nor did they establish procedures
for the receipt, retention, and treatment of complaints regarding
accounting, internal accounting controls, or auditing matters; furthermore,
they did not provide a written report to the City Council of how it
discharged its duties and met its responsibilities. 

Finance Committee has discussed this matter on a number of
occasions, and on September 28, 2015, Debbie Harper, the audit
partner from the City's external auditing firm, Lance, Soll & Lunghard, was
present to discuss the possible formation of an audit committee.  One of
the concerns was the legalities of the two members meeting in private as
this may prompt a Brown Act Violation.   The City Attorney has deemed
such a meeting would be in violation.  Thus, to meet the requirements of
SAS No. 114, the audit committee or its equivalent would need to request
staff to leave the room, but the meeting would be open to the general
public OR one member of the committee, if needed, could meet privately
with the auditors.

Staff recommends maintaining the structure of the Finance Committee but
clearly defining the roles of the committee to include audit duties.  By
doing this, the City meets the needed requirements and
recommendations without having to create a separate standing committee
with its own meeting time, place, agenda, and minutes.  The Finance
Committee has been a long standing committee for a number of years;
however, a recent inquiry of the formation of the committee came back
void.  Staff is requesting to work with the City Attorney to formally adopt
the Finance Committee which, again, would include audit committee
duties clearly defined in its function.

It is recommended by the Government Finance Officers Association
(GFOA) that collectively members of the audit committee or its
equivalent have a strong background in governmental accounting and



auditing and that the voting members should be members of the
governing body.  Ideally, all members of the audit committee or its
equivalent should possess or obtain a basic understanding of
governmental financial reporting and auditing.  The audit committee
also should have access to the services of at least one financial expert,
either a committee member or an outside party engaged by
the committee.  Therefore, the Finance Committee will continue to consist
of: 

The two (2) Council members assigned annually (both members
must be present)
The Administrative Services Director (non-voting)
The Financial Services Manager  (non-voting)
Revenue and Budget Manager  (non-voting)
Senior Management Analyst, assigned to the Finance Division OR
Senior Accountant  (non-voting)

City staff will not be members, but will serve to coordinate the activities of
the the Committee.

At least once per year the Finance Committee will meet with the
City Auditors.  The Finance Committee, acting as an audit and
oversight committee, will meet on its regular day, time, and place, and all
audit discussion items will be clearly identified.

With a clearer definition of its duties, the Finance Committee meets
the recommended guidelines of the GFOA and the Orange County Grand
Jury.  Furthermore, it meets the requirement of SAS No. 114.  The
formation of the Finance Committee needs to be memorialized regardless
and this an ideal opportunity to do so.
 

SUMMARY/FISCAL IMPACT
There is no fiscal impact.  However, should the Finance Committee,
while performing the duties of an audit committee, request additional
financial services, legal counsel, training,  and other appropriate
specialists to fulfill its responsibilities, a budget adjustment to the City's
Accounting and Auditing Division may need to be made.



RESPECTFULLY SUBMITTED
Respectfully submitted:  Bill Gallardo, City Manager
Prepared by:  Faith Madrazo, Revenue & Budget Manager
Concurrence:   Lee Squire, Financial Services Manager
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