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The Grand Jury investigates and reports on the operations of any department or municipal
agency within the county. - Section 925 et seq. of the California Penal Code

Your Shasta County Grand Jury

Authority to Act

In California, each count y is required by the stat e constitution to maintain at least one em panelled
Grand Jury. Here in Shasta Count y, as elsewhere in California, Title 4 of the California P enal Code
and other state laws and statutes govern and guide our Grand Jury. More specifically, Sections 925 and
925a of the California Penal Code authorizes the Grand Jury to investigate and report on the operations
of any department or municipal agency within the county. The Shasta County Grand Jury functions as
an arm of the Judicial Branch of the government, and operates under the guidance of the presiding
judge of the Superior C ourt of Shasta Count y. Our prim arily focus is oversight of government
institutions at the county or city level.

At the time this final report was compiled, the information contained therein was accurate to the best of
the Grand Jury’ s knowledge. However, some fact s may have changed since the original ¢ ompilations
were filed. Whenever possible, the report has been updated.

When there is a perception of a conflict of interest involving a member of the Grand Jury, that member
is required to be recused fro m any investiga tion involving su ch a conflict and fro m v oting the
acceptance or rejection of the related subject.

Any comm unication with the Grand  Jury is treat ed in strict confidence. This includes written
documents as well as the testi mony of witnesses and participants. All m inutes and records of Grand
Jury meetings are confidential.

The Grand Jury’s final ~ report contains findings  and reco mmendations regarding g overnmental
agencies. Every citizen is urged to study this report.

Areas of Empowerment
Acting on its own initiative or responding to a confidential written complaint, the Grand Jury:

* May investigate aspects of county and city government’s departments, officials’ functions and
duties, service districts, and special districts funded in whole or in part by public funds. Almost any
entity that receives public money may be examined.

*  May review criminal investigations and return indictments for crimes committed in the county.
When an indictment has been voted on the case proceeds through the Criminal Justice System. The
decision of whether or not to present criminal cases to the Grand Jury is made by the county District
Attorney.

*  May bring formal accusations against public officials for willful misconduct or corruption in office.
These accusations can lead to removal from office.

The Grand Jury must inquire into the condition and management of all the adult or juvenile detention or
correctional facilities within the county.



The jury is not allowed to continue an oversight fro m a previous panel. If the jur y wishes to look at a
subject which a prior panel was examining, it must start its own in vestigation and independently verify
all inform ation. It m ay use information obtained fr om the prior jur y but this inform ation mustbe
verified before it is used by the current jury.

Confidentiality of the Gra nd Jury exem pts the ju ry from the requirem ents of the open meeting law
(Brown Act). Direction and action taken requires that 12 of 19 members of the Grand Jury agree. This
ability to inte rnally police itself allows the Grand Ju ry to operate com pletely independent of external
pressures. The desired res ult is a self-directed body  of investigators that has the power to pursue
unlawful conduct to its very source, including the government itself.

The Grand Jury is required to publish at least one re port containing a minimum of one finding and one
recommendation. Published reports are the onl y public record of the Grand Jury 's work; there is no
minority report. Each published repor tincludes a list of those public entiti es that are required or
requested to respond. California Penal Code Section 933.05 dictates the format of these responses.

Citizen Complaints
The Grand J ury reviews all complaints and investig ates when a ppropriate. Each co mplaint is treat ed
confidentially. The co mplainant may be asked to appearasa witness. A ¢ omplaint for m may be
obtained by contacting:

Shasta County Grand Jury

P.O. Box 99286

Redding Ca. 96099-2085
(530) 225-5098

or online at www.co.shasta.ca.us/grandjury

Why should you serve?

As a citizen you will have an opportunit y to make a difference. You will become involved with other

interested citizens in learning more about city and county governments and special districts. The Grand
Jury issues informational reports about 1 ocal government agencies performance. A challenging year of
investigations, interviews and deliberations will give you an education and unique experience.

To be a Grand Juror The Shasta County Grand Jury is composed of 19 concerned county citizens.
Each prospective juror applies in April/May for the fiscal year beginning July 1. The presiding judge
selects 30 names. To preserve continuity the presiding judge may select a few jurors to continue into
the next year. The balance is randomly selected by a drawing.

Prospective Grand Jurors
An application to serve on the Grand Jury may be requested from the following address:
Shasta County Superior Court
Courthouse room 205
1500 Court Street
Redding, Ca. 96001
or online at www.shastacourts.com



http://www.shastacourts.com/

2008/2009 Shasta County Grand Jury

PJ Marsh, Foreperson

Loretta Carrico-Russell Dick Keene Phyllis Solberg
Dwayne Coate Jim Kelly Lynette Strause
Diane Dodero Bill Masten Dale Trudeau
Laurie Freeman Lori Miles Shawn Watts
Harla Hanford Jerry Phillips Andi Winters
Al Jensen Nancy Russell

Grand Jury Committees

Audit and Finance
City Government
Continuity
County Government
Criminal Justice
Editorial
Local Districts and Agencies
Information Technology

Summary of 2008/2009
Grand Jury Activities

Agencies, Departments and Districts toured
Autopsies attended

Committee meetings held

Complaints received

Criminal Hearings held

Interim Report

Final Report

Governmental Board Meetings attended

Indictments

Joint Audit Committee Meetings attended

Meetings of Full Grand Jury

Number of interviews conducted in the course of investigations
Citizen Reviews with Shasta County District Attorney




Responses to the Grand Jury Final Report

Section 933.5 of the Califo rnia Penal Code requires that public agencies respond to t he final report of
the Grand Jury no later than 90 da ys if the gover ning body or 60 da ys if an elected official. The
responses must be sent to the presiding j udge of the Superior Court of Shasta County. The respondents
are required to comment o n the findings and recommendations contained in the report. The respondent
must indicate whether the respondent agrees with th e finding, disagrees wholly or partially with the
finding, has im plemented the reco mmendation, plans to implement the reco mmendation in t he future,
will further analy ze and study the recommendation, or will not im plement the reco mmendation and, if
not, provide an explanation.

The responses to the 2 008/2009 Sh asta County Grand Jury Final Report can be found at
www.co.shasta.ca.us/grandjury/2008/09.

The California Penal Code 919(b) states that the grand jury shall inquire into the condition
and management of the public prisons within the county The 2008/2009 Shasta County
Grand Jury toured the following facilities to fulfill that obligation:

Shasta County Justice Center — Main jail
Crystal Creek Regional Boys’ Camp
Shasta County Work-Release Annex

Sugar Pine Conservation Camp

Shasta County Juvenile Hall


http://www.co.shasta.ca.us/grandjury/2008/09

Shasta Mosquito Abatement District

19200 Latona Road, Anderson, CA 96007 530-365-3768

Just compensation or just a gift?

History

In 1915 the California Le gislature authorized the form ation of mosquito abatement districts. Pursuant
to that legislation (Health and Safety Code, § 20 00 et seq.), the R edding Mosquito Abate ment District
was formed in 19 19. In the 1950s the Redding Mos quito Abate ment District was consolidated with
three other mosquito abatement districts (Anderson, Clear Creek and Cottonwood) to form the Shasta
Mosquito Abatement District.

Changing its name again in 1994 to reflect the increase in the scope of its services, the Shasta Mosquito
Abatement District became the Shasta Mosquito and Vector Control District (SMVCD). The following
year the SMVCD  annexed Palo Cedro, Balls Ferr y, S hasta L ake, Keswick, Shasta, Centerville,
Cloverdale, Happy Valley, Olinda, West Cottonwood, Coleman, Millville, Bella Vista, Mo untain Gate,
Jones Valley , Lakehead, Castell a, Fre nch Gulch, Igo, Ono, S hingletown, and Viola. Toda y, th e
SMVCD encompasses about 1,086-square miles, employs about 20 part-time and full-time employees
and has an annual budget of approximately $2.6 million.

The SMVCD governing b ody is a five-m ember board of trustees. The city councils of the City of
Redding, the City of Anderson and Ci ty of Shasta Lake each appoint one trustee. Two tr ustees are
appointed by the Shasta Count y Board of Supervisors. The SMVCD is funded b y a share o f property
taxes and by Mosquito and Vector Control Benefit Assessment fees levied against property owners as a
parcel charge.

Background

Having received several letters allegin g mismanagement by the board of trustees, credit ¢ ard abuse,
harassment, retaliation and other misconduct at the SMVCD, the Shasta County Grand Jury decided to
investigate.



The Grand Jur y learned t hat begin ning in 20 05, the SMVCD manager engaged ina  personal legal
conflict with the spouse of another SMVCD e mployee which eve ntually resulted in each obtaining a
restraining order against the other. During th  is pr ocess the SM VCD manager incurred $45,000 in
personal legal fees, $38,000 of which were paid for by the SMVCD.

In another matter, a differ ent SMVCD employee was alleged to have used an assigned SMVCD credit
card improperly to purchase gas and a smog certification for the employee’s personal vehicle and to pay
for a meal for which a receipt had already been subm itted for reimbursement. After realizing the errors,
the e mployee reported a 1l three incidents to  the SMVCD administrative assist ant. The SMVC D
manager verbally reprim anded the emplo yee and even tually took away the c redit card. S ome of the
employees at the SMVCD told the Grand Jury that the manager repeatedly berated and threatened the
employee with criminal charges.

Because of t he manager’s treatment the e mployee retained an att orney and filed a co mplaint with the
Employment Risk Management Authority (E.R.M.A.), which, among other responsibilities, investigates
“workplace wrongdoing.” In order to keep the manager and the em ployee apart during the ensuing
investigation, the SMVCD trustees granted the employee a two-month paid leave of absence which cost
the SMVCD several thousand dollars. Later, the e mployee was directed to take additional time off
using accrued vacation time while the  trustees nego tiated the manager’ s re tirement. Eve ntually the
SMVCD also paid the employee $15,000 toward legal fees.

Of greatest concern to the Grand Jury is the hand ling of the m anager’s retirement packag e negotiated
by the trustees to persuade the manager to retire in order to avoid a lawsuit by the employee. Invoking
its authority under the California Penal Code and al so using the California Public Records Act, the
Grand Jury sent a letter d ated April 24, 2009, to the SMVCD Board of Trustees. The Grand Jury
requested documentation and j ustification for the manager’s negotiated retirement agreement and other
compensation. The letter requested the trustees’ rationale for:

o Giving the manager a 13.5 percent salary increase in July 2 008 while the other SMVCD
employees received only a 3.5 percent salary increase.

o Reimbursing $38,0 00 of the $45,00 0 inlegal fees the manager incurred during t he 2005
restraining order conflict between the manager and the spouse of an SMVCD employee.

« Authorizing a lump sum wage payment of $29,000 to be paid to the manager on the last day of
the manager’s employment, June 30, 2009.

« Reimbursing the manager more than $6,000 for lumber, described by some SMVCD employees
as “termite infested” and “rotted,” which had been stored on the SMVCD propert y for years
and without obtaining proof from the manager of ownership, verify ing the condition of the
lumber, or determining its original cost.

The SMVCD board of trustees responded in writing with the following:

o Astothe 13 .5 percent pay raise andt he $2,000 pa y increase fo r four months, “the Board
determined that the appr oved com pensation w as appropriate inli ght of the Manag er’s
experience and qualifications.”



o Astothe m anager’s paid leave of absence and the $29,000 lump sum wage payment on t he
manager’s final day of employment, the trustees justified the board’s decision by referring to its
“Retirement Agreement and Mutual Release” negotiated with the manager.

o Asto the reimbursement for the lumber, the response stated that the board of trustees “decided
the claim was meritorious, and approved the claim.”

Findings

1. Although the credit card abuse allegations were confirmed, the abuse was due to carelessness on the
part of the employee and not due to intentional fraud.

2. The SMVCD manager failed to apply appropriate disciplinary actions against the employee for the
misuse of the SMVCD credit card.

3. The district’s grievance procedure was not f ollowed when the ¢ mployee alleged a hostile work
environment existed.

4. A majority of the trustees stated to the Grand Jury that because of a fear of a lawsuit fro m the
employee they agreed to pay $15,000 toward the legal fees of the e mployee who had m isused the
SMVCD credit card. One trustee told the Grand Jury that the board of trustees w  anted to “s mooth
things over,” and another trustee said that the board wanted to “make it go away.”

5. The Grand Jury finds that before the manager received the 13.5 percent raise, the additional $2,000
a month for four months, and the lump sum wage payment of $2 9,000, his wages had been in line with
those of managers in other mosquito abatement districts in Northern California.

6. The Grand Jury finds that the SMVC D manager was an “at-will” em ployee; that is, the m anager
could be terminated without cause and without the specially negotiated retirement package. The Grand
Jury found that the board of trustees used taxpa yers’ money to entice the manager into retirem ent by
granting extra wage increases and payments, pay ing for a leave of absence am ounting to m ore than
$40,000, and allowing t he manager to r emain as an employee while using accrued vacation time until
retirement on June 30, 2009, in spite of the manager’s “at-will” status.

7. The wage increas es and the lum p sum wage pay ment were negotiated in  order to increase the
manager’s retirem ent compensation, since the manager’s retirement co mpensation is based upon a
percentage of the highest amount of wages earned by the manager prior to retirement.

8. The Grand Jur y finds that the board of trus tees reimbursed the manager $38,000 of the $45,0 00
legal fees the manager incurred during the manager’s personal conflicts with the spouse of an SMVCD
employee.

9. The board of trustees reimbursed the manager $6,900 for lumber which the manager regarded as his
own without proof of ownership, condition or its original cost.

10. Without a re ceipt or adequate proof of ownership the board of trustees paid the manager $675 f or
lava rock (based upon current costs) that sat on SMVCD property for years.
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11. The Grand Jury finds that it is in disagreement with the judgment of the SMVCD Board of Trustees
in approving the Retirement Agreement and Mutual Release negotiated between the SMVCD manager
and the trustees.

12. The board of trustees violated the Brown Act (Gove rnment Code, § 54950 et seq.) by circulating a
document outside of a board of trustees meeting to gather trustees’ signatures. The document authorized
the $2,000-per-month pay increase to the manager for four months.

13. The board of trustees violated the Brown  Act by having a sign-in sheet placed at the
entrance to the room in which meetings were held without clearly stating that signing the sheet
was voluntary and that all persons could attend a m eeting regardless of whether or not the
person signed it.

14. At the meetings attended by the Grand Jury the SMVCD Pre sident of the Board of Trustees f ailed
to control the meetings, in that he allowed constant interruptions by the district’s manager.

15. Regarding appointments to the board of trust ees, there is no process in place for screening
applicants, and there is no accountability in place for poor representation by trustees.

16. The SMVCD Personnel Manual  contains no po licy or procedure for em ployee performance
evaluations, and the SMV CD employees interviewed by the Gra nd Jury indicated that no evaluations
have been conducted.

17. For many years the manager stored personal property on SMVCD premises. On March 17,
2009, the board of trustees adopted a resolution (Resolution 2009-01) prohibiting the storage of
employees’ personal property on SMVCD grounds.

Recommendations

1. The Grand Jury recommends that those SMVCD trus tees who approved the Retire ment Agreement
and Mutual Release between the trustees and the manager consider resigning.

2. The Grand Jury recommends that the Ci ty Councils of the City of Redding, the City of Anderson,
the City of Shasta Lake and the Shasta Count y Board of Super visors adopt a selection process that

includes personal interviews for all ap pointments and reappointments to the board of trus tees of the
SMVCD.

3. The Grand J ury recommends that the SMVCD trus tees receive training on the Brown A ct and on
the laws (and the SMVCD’s own policies) concerning anti-harassment, vacation and sick leave accrual,
and grievances.

4. The Grand Jury recommends that the president of the SMVCD Board of Trustees control meetings
by establishing, pu blishing and enfo rcing rul es concerning the public comment period and b y

preventing interruptions.

5. The Grand Jury recommends that the SMVCD policy and procedures manual be revised to include
definitive procedures for job performance evaluations.
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6. The Grand Jur y recommends that all S MVCD employees, including the manager, receive annual
written job performance evaluations.

Responses required

o The Shasta Mosquito Vector and Control Board of Trustees as to
Recommendations 1, 3, 4, 5, 6.

o The Redding City Council as to Recommendation 2.
o The Anderson City Council as to Recommendation 2.
o The City of Shasta Lake City Council as to Recommendation 2.

o The Shasta County Board of Supervisors as to Recommendation 2

Method of Inquiry

The grand jury interviewed:
+ SMVCD Board of Trustees
« SMVCD District Manager
« SMVCD District Employees

» Shasta County Clerk of the Board of Supervisors

The Grand Jury reviewed the following:

» Constitution of California Article XVI, §6, Gifts or Loans of Public Mone ys or Pledging of
Credit Prohibited

o The Ralph M. Brown Act

o “The Brown Act” (2003), a publication of th e California Attorney General’s Office at
http://caag.state.ca.us/publications/2003_Main_BrownAct.pdf

« SMVCD Policy and Procedures Manual
« SMVCD 2008-2009 Revenue and Expenditure Report

« SMVCD Audited Financial Statements for the Fiscal Year, June 30, 2007 and June 30, 2008
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SMVCD 2007-2008 and 2008-2009 West Nile Virus Augmented Budget Expenditures

Retirement Agree ment a nd Mutual Release bet ween SMVC D Board of Trustees an  d the
SMVCD manager dated December 5, 2008

Mosquito Vector Control Agency of California Salary Survey Report 2006

Invoices of the SMVCD processed by the Shasta C ounty Auditor-Controller for legal expenses
dated December 16, 2 008; for lava rock dated January 20, 2009; and for lumber dated January
20, 2009

Various SMVCD agendas and meeting minutes

Roberts Rules of Order

SMVCD letter from the manager to the SMCVD attorney, dated Januar y 6, 2006, regarding
Assembly Bill 1234 (Stats 2005, ch. 700; legislati on pertaining to ethics training and claims for
travel and meeting expenses)

Note, to the district’s manager from board of trustees president dated September 18, 2008

SMVCD Resolution 2009-01 date d March 17, 2009, Setting Guidelines for  the Storage of
Personal Property on District Grounds.

Review of 452 pages of Shasta County S uperior C ourt docum ents regarding the conflicts
between the SMVCD Manager and the spouse of an SMVCD employee

The Grand Jury attended:

Four meetings of SMVCD District Board of Trustees.
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Mountain Gate Community Services District

Community Government

14508 Wonderland Blvd., Mountain Gate, CA (530) 275-3002

In the best interest of the district

Background

Mountain Gate Co mmunity Services Di strict was established in May 1956. T he district’s service ar ea
encompasses 3,540 acres, or 5.5-square miles, in th e unincorporated areas of n orthern Shasta County.
Mountain Gate’s water district serves a population of about 2,50 0, and its volunteer fire d epartment
protects the Mountain G ate co mmunity as a whole and assist s with mutual aid in ot her nearby
communities.

The Shasta County Grand Jury began its investigation into Mountain Gate Community Services District
based on a citizen’ s complaint. During the inquir y we r eviewed additional complaints and several
newspaper articles relating to the district.

The Grand Jury discovered:

Threats and misrepresentations: A complainant alleged that a board m ember threatened residents
with a lawsuit unless they rem  oved their names f rom ar ecall petition, but there wasi nsufficient
evidence to conclude that the intim idation had o ccurred. When questioned, residents denied being
intimidated or said the issue was resolved to their satisfaction.

There were also clai ms that citizens were tric ked into signing a separate recall petition ~ which was
misrepresented as another document. The Grand Jury was unable to confirm these accusations.

Conflict of interest: An i nitial complaint alleged that a board member had engaged in a conflict of
interest. The Grand Jury deter mined that one board member did vote on an action item involving his

employer, but the vote had no direct benefit to the board member. He said he will recuse himself fro m
future votes relating to his employer.

Donation: One complaint alleged that a $1,000 donation made to the district was a pay off in exchange
for an alleged arson cover-up. Another co mplaint alleged that this donation w as for the inappropriate
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installation of a fire hy drant. Upon adv ice from counsel the board of directors returned the donation .
The Grand Jury found no evidence of improprieties.

Bank accounts: The original complaint alleged that five bank accounts were “hidden” and “controlled”
by a district employee. The Grand Jury foun d that the accounts were established duri ng a period of
years and for various purposes. Most of the accounts were established before the em ployee was hired,
and the em ployee was an authorized signator on onl y one of the accounts. The Grand Jury found no
misfeasance or m alfeasance with the establishment of the accounts. Now the accounts are audited
regularly.

Fire Hydrants: There were allegations that fire hydrants were illegally installed. The Grand Jury found
no credible evidence of illegalities.

However, during our investigation the Grand Jury discovered conflicts within the board, between board
members and district employees, and between board members and community members.

Findings:

1. Municipal Service Review (MSR): Mountain G ate’s MSR is incom plete. A co mpleted MSR is
designed to inform Local Agency Form ation Co mmissions (LAFCo), local agencies, and the
community about the m unicipal services provided by agencies. The MSR ex plains the services the

district provides, analy zes inform ation, and identif ies the district’ s structures and opportunities for
growth. Without an MSR, LAFCo will not authorize an agency to expand its services or service area.

The Grand Jury discovered:

o The fire department isn’t addressed in the MSR

o Property tax revenue appears to be used as water income

o The MSR does not address confined spaces and hazardous materials

+ The MSR does not explain the water contract with the Bureau of Reclamation

o There is no mention of the pumps in Lake Shasta

« The MSR does not identify the source, transportation and storage of the district’s water supply

2. Revenue: According to the district’ s incom plete MSR, water rates wer e not raised for 13 years,
despite increased fuel, materials and labor costs. The Grand Jury queried other districts and learned that
it is co mmon practice to raise w ater rates on a re gular basist o acco mmodate incre ased costs, t o
modernize infrastructure and to purchase additional and replacement equipment.

3. Audit: The district retained Nystrom & Company, LLC (Nystrom) to perform the district’s financial
audits. N ystrom inform ed the district that it had n ot com pletely adopted th e standards set forthi n
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Governmental Accounting Standards Board Statement No. 34. That is, the district’s financial records do
not disclose the overall financial health of the distri ct, provide co mplete information about the cost o f
delivering services to the district’ s customers, or provide information on its infrastructure as sets. In the
audit for year ending Ju ne 200 8 N ystrom continues to recommend that the district record the
accumulated depreciation and depreciation expense of its capi tal ass ets, su ch as fire e quipment.
Depreciation information is necessary for planning purposes like budgeting for replacement equipment
and repairs.

4. Enterprise/non-enterprise: The district’s enterprise funds (from the sale of water and services) and
non-enterprise funds (property taxes for fire protec tion) are no t separated in the district budget as

recommended by Governmental Accounting Standards Board Statement No. 34.

5. Credit cards: The district has not a uthorized issuance of credit cards for use by its fire protection
personnel. The lack of credit cards available to the fire department impedes the ability of fire personnel
to purchase fuel and other needed items when responding to out-of-area fires. Although these responses
eventually generate money, the depart ment must have the means to sustain itse If while work ing these
fires.

6. Management: Three present and former board members reported to the Grand Jury that the current
manager has technical field expertise but lacks administrative abilities.

7. Two departments: Although the pr esent manager is head of the water and fire operations of the
district, he has no expertise in the area o f firefighting but depends on information provided by the part-

time fire chief.

8. Board interactions: The board of directors v iolated the Brown ActonMarch1 0,2 009,by
discussing an agenda item during a break in its meeting.

Board meeti ngs attended by m embers of the Gra nd Jury were not conducted in accordance wit  h
Robert’s Rul es of Order. Audience p articipation was not cont rolled, and audience outb ursts were
tolerated.

As a conseq uence of board infighti ng a recall petiti on was cir culated that re sulted in a ¢ ost to the
district of approximately $10,000.

9. Statement of Economic Interests (700 Form): The law requires that special dist ricts’ board
members each m ust co mplete a 700 Form , which is public info rmation. The Grand Jury could n ot

locate 700 Forms for some of the board members.

10. Policy & Procedures: The district’s policy and procedures manual is outdated and consists mainly
of board resolutions, making it difficult to locate pertinent information.

11. Training: The general manager an d board m embers acknowledged that the y have not receive d
training on how to perfor m their duties. District board mem bers and staff do not particip ate in an y
association conferences, such as the Association of California Water Agencies or the California Special
Districts Association.
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12. Fire Department Manuals: Neither the fire department’s training manual nor the policy and
procedures manual comprehensively guides the firefighters in understanding what is expected of them.

13. Infrastructure: Board members and the general manager stated to the Grand Jury that the district’s
infrastructure is in “severe disrepair.” For example, the water pipeline contains asbestos, is very old and
is prone to breaks.

Recommendations:

1. The district’s Municipal Services Review should be completed. The Grand Jury recommends that the
district use the Shasta Community Services District’s MSR as a template.

2. A financial committee of board m embers and custo mers should explore re venue options available,
like regularly raising rates, implementing benefit assessment fees or impact fees.

3. The district should follow the reco mmendations of the Ny strom audit that the district should record
the accumulated depreciation and depreciation expense of its capital assets, such as equipment. To meet
its fiduciary responsibili ties the district shoul d consider util izing the S hasta County Auditor-
Controller’s free services for future financial reviews.

4. The Grand Jury recommends that the district’s enterprise funds (from the sale of water and services)
and non-enterprise funds (property taxes for fire protection) be separated in the budget.

5. The fire depart ment should have at least two credit cards for use in purchasing gas and suppliesb y
personnel responding to out-of-area fires.

6. The district should consider hiring an ad ministrative manager skilled in organizational management,
knowledgeable of availabl e funding sources and able to create a comprehensive policy and procedures
manual. The district ad ministrative manager should focus on management of the district and noto n
field work. Options for funding for this position include salar y re-structuri ng, im plementing fees,
increasing water rates and obtaining grants to free up money from other areas in the budget.

7. The district should modify the or ganizational chart so that the water d epartment an d the fire
department both report directly to the board, or to the administrative manager, if hired.

8. Board members should educate themselves about the Brown Act and should adhere to its provisions.

9. Board meetings should be conduct ed according to Robert’ s Rules of Ord er as per the district’ s
policy. Audience participation shoul d be controlled, and outbursts should not b e tolerated. All board
members should conduct themselves in a courteous, polite and respectful manner.

10. The district should ensure that all board members complete the Statem ent of Eco nomic Interests
700 Form as mandated by law.
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11. The district’s polic y and procedure manual sh ould be purg ed of inapplicable docu ments and
revised, organized and updated.

12. Board members and district staff should take adva ntage of t he training a nd networking available
through the Association of California Water Agenci es, Californ ia Special Di stricts As sociation and
other such as sociations. They should utilize the tr aining on t he California Attorney General’s website
and seek out additional training on the websites of t he California Special Di stricts Association and the
Association of California Water Agencies.

13. The fire departm ent training m anual and the pol icy and pr ocedures manual should be written or
modified so that the firefighters understand what is expected and so that training is properl y
documented.

Responses Required

o The Mountain Gate Community Services Board as to Recommendations 1 through 12.

Method of Inquiry

The Grand Jury visited:
o Several Mountain Gate Community Services District Board of Directors meetings
o Mountain Gate Community Services District offices
o Mountain Gate Community Service area
The Grand Jury interviewed:
« Mountain Gate Community Services District Chairman of the Board
»  Mountain Gate Community Services District sitting board members
« Mountain Gate Community Services District manager
o Mountain Gate Community Services District secretary/office manager
o Mountain Gate Volunteer Fire District Chief
o Mountain Gate Community Services District employees
o Mountain Gate Volunteer Fire District volunteers
o Former Mountain Gate Community Services District board member

« Mountain Gate community members
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The Grand Jury reviewed:

« Citizens’ Complaints

o The Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000

+ Governmental Accounting Standards Board Statement No. 34

o Government Code §56430 regarding municipal service reviews

o California Code §16111-16111.5 regarding enterprise and non-enterprise special districts
o California Code §6253.5-6270 regarding recall petitions

o California Codes §1770-1782 regarding filling vacancies on a board

« Mountain Gate Community Services District Policy & Procedures

o Incomplete Mountain Gate Community Services District Municipal Service Review

» California Special Districts Association http://www.csda.net

« Mountain Gate Community Services District’s audit by Nystrom & Company, LLP

« Recordings of Mountain Gate Community Services District Board of Directors meetings
»  Mountain Gate Community Services District meeting minutes

o Mountain Gate Community Services District budget

« Mountain Gate Volunteer Fire District agendas

»  Mountain Gate Volunteer Fire District Training Log

« Mountain Gate Volunteer Fire District Policy and Procedures

o Mountain Gate Community Services District Resolution 2005-15, revising customer agreement
for installing pipeline extensions

e Mountain G ate Co mmunity Services District Reso lution 90-05, am ending by laws on job
description of the fire chief

o Mountain Gate Community Services District Resolution 2006-07, rescinding resolutions 2002-
2007 giving general manager sole authorit y toi nstruct em ployees and to prohi bit board
members from usurping manager’s authority

« Mountain Gate Volunteer Fire District approval of plot plan of private property

« Correspondence fro m Mountain Gate Volunteer Fire District regarding t he closed bank
accounts
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Mountain Gate Volunteer Fire District Incident Report on January 8, 2008

Letter from Shasta County Clerk/Registrar of Voters

Mountain Gate Community Services District Notice of Special Meeting

Letters to the Grand Jury from community members

Mountain Gate Community Services District Organizational Flow Chart

Correspondence between community member and Mountain Gate Community Services District
Letters of resignation from board members of Mountain Gate Community Services District

Letters fro m Mountain Gate Co mmunity Servic es District em ployees regarding a board
member

Notice of intention to Circulate Recall Petition
Answer to Notice of Intent to Recall Petition
Unsigned Recall Petition

Six Redding Record Searchlight newspaper articles regarding Mountain ~ Gate Co mmunity
Services District

Request to be heard by the Mountain Gate Community Services District Board of Directors
Draft Municipal Service Review of City of Redding
Draft Municipal Service Review of Cottonwood Community Services District

Municipal Service Review of Shasta Community Services District
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Response:

Mountain Gate Community Services District
“Claims of Questionable Decisions by the Board”

SUMMARY

The Grand Jury initiated an investigation into the Mountain Gate Community Services

District after several citizens from that district questioned the conduct of the board of directors.
Complaints addressed the possibility of violations of the Brown Act, misuse of the district's
credit card policy and tailoring a job description to fit a predetermined candidate.

FINDINGS

F1. The Mountain Gate board was advised by its legal counsel that there was no

conflict of interest in the hiring of the General Manager. The Grand Jury, however,
determined there was the appearance of favoritism when the board lowered the employment
standards and hired the former board member to be general manager.

F2. Prior to the board implementing a policy on credit card usage, charges to the
district’s credit card were incorrectly reported as fuel expenses when actually they
were meals for employees. Although the bylaws allow for a per diem, there is no
specific authorization in the bylaws for employees to charge meals on the district’s
credit card.

F3. After receiving training, board meetings attended by the Grand Jury were orderly.

RECOMMENDATIONS

The Grand Jury recommends:

R1. The board create a policies and procedures manual separate from the bylaws for all
operations of the district The manual should state which personnel may use the
district’s credit card and for what purpose.

R2. All board members complete training on the Brown Act and government ethics every
two years as required by law.

R3. The policies and procedures manual should designate the maximum reimbursement rates

for lodging. Further, meal reimbursement should be limited to authorized out-of-county
travel.

39



RESPONSE

FINDINGS:

F1

The respondent disagrees partially with the findings, the board of directors did not lower the
employment standards. The General Managers job description was revised to conform with the
ACWA Joint Powers Insurance Authority Water Industry Job Descriptions and Americans with
disabilities act manual. ACWA/JPIA is our insurance carrier.

F2
The respondent agrees with the findings.

F3
The respondent agrees with the findings.

RECOMMENDATIONS:

R1

The recommendation has not yet been implemented, but will be implemented in the future, the
district's attorney is already writing the new by-laws and a draft has been presented to the board.
The adoption of these by-laws should be within the next few months. The policies and
procedures manual is a work in progress with completion in the near future.

R2
The recommendation has been implemented.

R3
The recommendation has been implemented.

Response By:

David Selby, Chairman of the Board - Cary Park, Vice Chairman - Greg Peterson,
Director - Gary Gunter, Director - Janice Heck, Secretary to the Board
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