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SAN MATEO

Re:

RI\{ATION COMMISSION
clTY cA 94063-1663. PHONE (6s0) 363-4224'FAX (650) 363-4849

September 16,2Ot3

Honorable Richard C. Livermore

Judge of the Superior Court
C/O Charlene Kresevich

Hall of Justice

400 County Center, 2nd Floor

Redwood City, CA 94063

Civil Grand Jury Report:2O12-L3: "San Mateo County Special Districts: Who is Really in

Charge of the Taxpayer's Money? The Mosquito District Embezzlement: is it the Tip of

the lceberg?"

Honorable Judge Livermore:

The Commission appreciates the time and effort expended by the Grand Jury in gaining an

understanding of San Mateo County Mosquito and Vector Control District and LAFCo municipal

service reviews and welcomes the additional opportunity for public education about these

important topics, On September 1L, 2013, the Commission reviewed a draft response to the

Grand Jury, provided input and directed LAFCO staff to submit a response by the October 18,

2013 deadline.

With the exception of Findings F1L and F13 and Recommendations R8 and R9, the findings and

recommendations are not relevant to the Commission's statutory role. LAFCo offers

clarification regarding R8 and recommended responses to FLL, FL3 and R8 and R9. While the

remaining subject matter could be covered in a future LAFCo study of the District, it is outside

LAFCO's control and therefore LAFCo does not offer responses to these findings and

recommendations.

We hereby submit the response below which addresses Findings F11 and F13 and

Recommendations R8 and R9 contained in the Civil Grand Jury Report titled "San Mateo County

Special Districts: Who is Really in Charge of the Taxpayer's Money? The Mosquito District

Embezzlement: is it the Tip of the lceberg?"

Findinss:

Fi.1. Even though LAFCo Commissioners rejected the recommendation to dissolve the District

and transfer its functions to CEHD, this issue needs further evaluation.

Response: San Moteo LAFCo ogrees with the finding and offers odditional information. The

LAFCo Municipol Service Review identified economies of scale, efficiencies and improvements in
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transparency and accountobility retated to tronsfer of mosquito and vector control services to a

lørger orgonization such as the County of San Mateo Environmental Heolth Division' The

Municipol Service Review ond recommendations ocknowledged the changes thot have token

place since the District's boundaries were expanded to be countywide in 2003 and the outdated

formula for the composition of the District's board which requires that the county and each of

the twenty cities oppoint a member to the Board of Trustees. This composition results in a board

of trustees of 2l members for an orgonization with approximotety 78 full time employees' The

irport atso identified the chollenges of estobtÌshing segregation of accounting and finonce

duties in a small organization, a situotion that could be remedied by being part of o larger

organization such as San Mateo County's Environmental Hhealth Division and the report

included informotion on Santo Clora County Mosquito ond vector Control which is administered

by the County of Santo Clara. (Pleose see June L2 report and July LL, 2012 addendum at

www. sa n m ote ol afco. o r g ).

The Municipot Service Review and Sphere of lnfluence update contained the areas of

determinotion required by State law ond loy the foundotion for a feasibitity study thot can best

be conducted by the san Moteo county Environmentol Heølth Division in colloboration with the

Mosquito ond Vector Control District. tt is the Environmentol Heolth Division, and not LAFCo,

thot has the internal organizational knowtedge and expertise to evoluate tronsfer of District

employees ond organization structure to best meet service delivery needs and maintain service

levels.

F13. LAFCo would benefit from additional resources to ensure Service Reviews, as mandated

by State law, are performed in a timely fashion'

Response: son Mateo LAFCo ogrees with the finding ond offers additional information' The

Cortese Knox Hertzberg Act (Act) sets forth budget adoption process and the funding formula for
LAFCos. The Act sets forth that each LAFCo shalt adopt a budget os on Ìndependent agency'

Once adopted the Act stipulates that the budget shatl be apportioned in thirds to the County,

cities and independent special districts. Pursuont to the formulo, the city and independent

special district shares ore determined proportionally based generalfund revenues as reported to

the stote controller. The Board of supervisors does not have exclusive authority to increose the

LAFCo budget.

As noted in the Grond Jury Report, LAFCo composition consists of two members of the boord of

supervisors, two members of city councils, two independent special dìstrict board members and

a public member. This composition gives eoch lunding entity representotion in determining the

LAFCo budget. tn the current fiscot year, the Commission augmented the budget by 550,000 to

fund consultønt prepared reports to expedite completion of munìcipal service reviews' The

Commission has the discretion in future years to odopt a budget that includes resources to

complete municipol service reviews.
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Recommendations:

R8. That the County Board of Supervisors provide increased resources to LAFCo so it can

meet state mandates with regard to Service Reviews.

BSSponse: As noted above, the Cortese Knox Hertzberg Act gives LAFCo authority to adopt a

budget os on independent Commission. The Boord of Supervìsors does not have exclusive

authority to increose the LAFCo budget.

Rg. That LAFCo further study the dissolution of the District and evaluate the cost savings

that might result from transferring the function to the County Environmental Health

Department.

Response: This recommendation will not be implemented ot this time for the reasons stated

obove. LAFCo believes it is the County Environmentol Health Division thot has the knowledge

and expertise to determine the orgonizotional and fiscatfeasibility, improved occountability and

transporency and cost savings that might be achieved in transferring mosquito and vector

controlfunctions as well as Son Mateo County Mosquito and Vector Control District personnel,

assets, etc. to the County. LAFCo will send a request to the Son Moteo County Environmental

Health Division that the Division study the feasibitity of tronsferring mosquito ond vector control

services to the County. The request for the study will include o request for information such øs

recommended orgonizotional structure that would include absorbing appropriate personnel of

the District, a recommended budget for operation, odministration and capitol improvements

and provisions to ossure mointoining level of service while providing for occountability and

transparency. Once more detoited fiscot evaluation is complete, LAFCo will have the opportunity

to reconsider transfer of mosquito and vector control service to the County of San Mateo.

please contact the LAFCO office if you have any questions or if we can be of further assistance.

Mateo LAFCO































































City of Half Moon Bay
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f'y pP

501 Main Street

Half Moon Bay, CA 94019
650- 726 -8270

September 17, 2013

Hon. Richard C. Livermore

Judge of the Superior Court

Hall of Justice

400 County Center, 2nd Floor

Redwood City, CA 94063 -1655

SUBJECT: Grand Jury Report: San Mateo County Special Districts: Who is Really in Charge

of the Taxpayer' s Money? The Mosquito District Embezzlement: Is it the Tip of

the Iceberg ?" 

Dear Judge Livermore: 

At its regular meeting of September 17, 2013, the City Council of the City of Half Moon Bay

approved the following response, based on the information contained in the Grand Jury report. 

FINDINGS: 

F1. The Board and the Manager share in responsibility for the lack of oversight that was

instrumental in allowing the embezzlement to occur. 

The City of Half Moon Bay agrees with this finding. 

F2. The Manager and the Board' s finance committee did not recognize red flags in the

financial reports that could have revealed the embezzlement far sooner. 

The City of Half Moon Bay agrees with this finding. 

F3. The insurance company' s denial of the District' s embezzlement loss claim reinforces the

conclusion that there were inadequate management practices, insufficient

accountability, and inadequate oversight of the District. 



The City of Half Moon Bay disagrees with this finding. The issue of insurance coverage is

complex, with multiple legal issues. It is not possible to take a position without an in -depth

understanding of the District' s insurance policies. 

F4. The District' s Manager did not follow policies and procedures in the hiring of one of the

employees subsequently charged with embezzlement. 

The City of Half Moon Bay agrees with this finding. 

F5. The District did not have adequate internal financial controls in place to prevent the

embezzlement or lead to its early discovery. 

The City of Half Moon Bay agrees with this finding. 

F6. Trustees and senior District staff should receive monthly financial reports. 

The City of Half Moon Bay agrees with this finding. 

F7. The Board in general and its finance committee in particular did an inadequate job of

overseeing the District' s operations. 

The City of Half Moon Bay agrees with this finding. 

F8. The Board' s evaluation of the Manager revealed significant differences in the levels of

confidence in the Manager' s ability to manage the District. 

The City of Half Moon Bay agrees with this finding. 

F9. The District would benefit from a redesigned Manager evaluation process. 

The City of Half Moon Bay agrees with this finding. 

F10.Trustees are confused about their responsibilities, some feeling their only role is to

make district policy, while others feel they have more oversight responsibility. 

The City of Half Moon Bay agrees with this finding. 

F11. Even though LAFCo Commissioners rejected the recommendation to dissolve the

District and transfer its functions to the CEHD, this issue needs further evaluation. 

The City of Half Moon Bay agrees with this finding and would support further evaluation of
the matter. 

F12. Cost savings could possibly be achieved with a transfer of the District' s functions to the
CEHD. 
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The City of Half Moon Bay agrees with this finding and would support further evaluation of
the matter. 

F13. LAFCo would benefit from additional resources to ensure Service Reviews, as mandated

by state law, are performed in a timely fashion. 

The City of Half Moon Bay agrees with this finding. 

F14. Not all cities appoint a representative to the Board in a timely fashion or select a
qualified individual as stipulated in the Health Code. 

The City of Half Moon Bay agrees with this finding. 

RECOMMENDATIONS: 

1. Appoint a Council member to the District Board if a representative cannot be found

after vetting applicants. 

The City of Half Moon Bay will implement this recommendation should it have difficulty
finding representatives in the future. 

2. Require regular reported about the District' s operations by their representative at a

scheduled Council meeting. 

The City of Half Moon Bay has already implemented this recommendation. Commencing with
the October 15, 2013 City Council meeting, the City' s representative will provide a report on
an annual basis. 

Sincerely, 

Laura Snideman

City Manager

cc: Mayor and Council
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