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SUMMARY 

San Mateo County (County) has 22 independent special districts. Common in counties 
throughout California, independent special districts are local governmental entities that are 
legally separate from counties and cities.1 They deliver special public services such as mosquito 
abatement, water management, and health care, to name a few. Special districts receive a 
significant amount of their operating funds from their portion of countywide property taxes 
and/or special assessments. They wield considerable influence with little oversight other than 
their own board of directors. In many cases, these boards are responsible for multi-million dollar 
budgets.  

The recent embezzlement case in the Mosquito and Vector Control Abatement District (District) 
involving hundreds of thousands of dollars prompted the 2012-2013 San Mateo County Civil 
Grand Jury (Grand Jury) to investigate what led to the embezzlement. Two employees, who 
oversaw financial matters for the District pleaded no contest to embezzlement charges and will 
be sentenced in the latter part of 2013.  

The Grand Jury finds that the Board of Trustees (collectively, Board, and individually, Trustee) 
and the District’s District Manager (Manager) share in responsibility for the lack of oversight 
that was instrumental in allowing the embezzlement to occur. The Grand Jury finds that the 
Manager and the Board’s finance committee did not recognize red flags in financial reports that 
should have revealed the embezzlement far sooner. 

The Grand Jury also finds that the insurance company’s denial of the District’s embezzlement 
loss claim is further evidence that there were inadequate management practices, insufficient 
accountability, and oversight of the District.  

The Grand Jury finds that the District’s internal financial controls were inadequate and that 
important policies and procedures were not followed. The Grand Jury also finds that the Board 
did an inadequate job of overseeing operations and that there were significant differences of 
opinion regarding the Manager’s ability to manage the District.  

The Grand Jury finds that Trustees are confused about their responsibilities, some feeling their 
only role is to make district policy, while others feeling they have more oversight 
responsibilities. The Grand Jury also finds that the issue of the dissolution of the District and 
transfer of its services to the County Environmental Health Department (CEHD) because of the 
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 For purposes of this report, the term “cities” includes “towns” and County government where the context so 

requires. 
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District’s poor management and the need for more operational efficiency and cost savings, merits 
further study even though the County’s Local Agency Formation Commission (LAFCo) recently 
rejected the recommendation of its executive officer to do so. The Grand Jury further finds that 
Cities do not give priority to having representation on the Board, which representation is an 
important component to the oversight of the District operations 

The Grand Jury recommends that the Board require its Manager to follow the Policies and 
Procedures manual at all times and provide monthly financial reports to the Board.  

The Grand Jury recommends that the Board emphasize the importance of its finance committee’s 
role in ensuring that internal financial controls and policies are in place and are being followed. 
The Grand Jury recommends that the District hire a consultant to redesign the Manager’s 
evaluation process to better assess job performance and to provide clarity and goal setting. The 
Grand Jury also recommends that the Board evaluate its policies and procedures on an annual 
basis and study a restructuring of the Board to better fulfill its oversight role.  

The Grand Jury recommends that LAFCo continue to study the possible dissolution of the 
District and transfer of its services to the CEHD.  

The Grand Jury recommends that cities give priority to having representation on the Board and, 
if unsuccessful in recruiting appointees, comply with Health & Safety Code section 2021 and 
appoint a council member in the interim. In addition, the Grand Jury recommends that cities 
require representatives to give their city councils regular updates on District’s operations. 

BACKGROUND 

The District’s budget is approximately $6 million. It has an accumulated reserve of about $5 
million. Its funding comes from property taxes, parcel assessments, and a benefit assessment. It 
is governed by a Board composed of one member from each of the County’s 20 cities plus 
County government. It employs a Manager to oversee its daily operations. Despite all of these 
“overseers,” only one Trustee recognized a problem with an overage in operational expenses in 
2011, thereby leading to the discovery of the embezzlement. After the discovery, only one city 
asked for a Grand Jury investigation.  

The Grand Jury learned during interviews that the Manager did not follow normal employment 
vetting procedures when hiring the finance director accused of the embezzlement.  

The LAFCo executive officer performed a Municipal Service Review and Sphere of Influence 
Review (Service Review) pursuant to Government Code Sections 56425 and 56430 following 
the alleged embezzlement. The report addressed public accountability and broadly examined 
district operations, fiscal health, opportunities for sharing resources, and governance alternatives. 
The study was not a financial audit and only identified measures the District has taken or could 
take to prevent such embezzlement events.2  

Subsequent to the Service Review, the LAFCo executive officer recommended that the District 
be dissolved and incorporated into the CEHD, which might result in a cost savings. However, the 
LAFCo commissioners rejected the recommendation and deferred any further decision on the 
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 June 12, 2012, LAFCo Municipal Service Review. 
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subject to a later review after the Manager completed a Performance Improvement Plan as 
required by the District Board. However, LAFCo has taken no further action on the District 
matter. 

It is important for County taxpayers to understand special district governance structure and the 
responsibility of special district boards with regard to such issues as embezzlement.  

Concerns about special district management practices, accountability, and oversight were the 
impetus for a Grand Jury investigation.  

METHODOLOGY 

Documents  

The Grand Jury reviewed the following documents:  

• The LAFCO Service Review of the District, dated June 12, 2012 

• The District’s certified financial audits for fiscal years ending June 30, 2009, 2010, and 
2011 

• Letter of concern from a member city 

• Documents from three former senior District employees including timelines of 
management judgments, financial invoices, and grievance letters to Trustees  

• Personnel files of certain District employees 

• Forensic audit performed in 2011 by C.G. Ulenberg, the District’s regular auditor 

• Correspondence regarding the Hartford Insurance claim 

• Report issued by Dr. Peter Hughes, CPA, a consultant retained by the District to review 
its accounting policies. 

Survey 

• The Grand Jury sent a survey to all County independent special districts 

Site Tours 

• The Grand Jury toured the District’s headquarters and laboratory located at 1351 Rollins 
Road, Burlingame. 

Interviews 

• The Grand Jury interviewed 13 individuals. Interviewees included representatives from 
the District and its Board; representatives from LAFCo and its Commission; former key 
District employees; auditors; and County Counsel attorneys who have represented the 
District.  
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Subpoenas 

• The Grand Jury’s presiding judge issued five subpoenas in order to obtain information. 
(Relatedly, it is noted that the Board declined to waive its attorney client privilege with 
the County Counsel when the Grand Jury requested it to do so.) 

DISCUSSION 

District Embezzlement 

The noticing by one Trustee in early 2011 of discrepancies between budgeted and actual 
expenditures led to the discovery of the embezzlement. This Trustee brought the information to 
the attention of the Manager and the other Trustees. In addition, annual certified audits by the 
District’s outside accounting firm for fiscal years 2009 and 2010 identified significant 
deficiencies that went unresolved during the period of time in which the embezzlement took 
place. Examples of such deficiencies included the failure properly to record accounting 
transactions and petty cash management.  

The District embezzlement was unique according to one qualified interviewee, because it 
involved the entire finance department, consisting of two employees. These two employees are 
no longer with the District, and the County District Attorney has charged them with 
embezzlement. The employees have pleaded no contest and are awaiting sentencing. 

Prosecutors alleged that District funds were embezzled between 2009 and 2011 when the finance 
director and her assistant placed themselves at a higher pay rate, fraudulently took time off, 
contributed excessively to their deferred compensation funds, used credit cards for personal 
purchases, and electronically transferred money into personal accounts. The forensic audit 
(described below) showed more than $635,000 missing but prosecutors charged them with 
embezzling only $400,000 because they could not prove an actual loss of the greater amount.3 

The District’s forensic auditor calculated the total loss resulting from the embezzlement to be 
$796,781. (Appendix A.) This is the amount the District reported to its insurance company.  

The annual certified audits of the District for fiscal years 2009 and 2010 suggested that there was 
a lack of sound management and fiscal responsibility. A subsequent forensic audit of the District 
listed “ten distinct loss activities that were executed against the District by 2 former 
employees….”4 These loss activities included incorrect pay calculations to employees, 
unauthorized and personal use of credit cards, and fraudulent reporting of time off for Family 
Medical Leave Act (FMLA). While taking FMLA, one employee served jail time for a previous 
embezzlement. 

After the allegations of embezzlement, some of the Trustees determined the Manager’s skills 
were inadequate for the position.5 The Board hired an outside consultant to perform a review of 
the internal financial controls. Notwithstanding this state of affairs, the Trustees voted to extend 

                                                 
3
 End in sight for mosquito district case: Former finance chief expected to plead guilty on 10 charges related to 

embezzlement of public money, March 22, 2013, Heather Murtagh - Daily Journal Staff. 
4
 See Appendix B. 

5
 Board Evaluations of the District Manager. 
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the Manager’s contract and paid the outside consultant to prepare a Performance Improvement 
Plan for the Manager to complete in an effort to avoid any further incidents. 

The District’s insurance company has declined to pay on its loss claim given the circumstances 
surrounding the embezzlement, The insurance company’s outside legal counsel stated that the 
District “misrepresented” its computer controls and should have had systems in place to detect 
unusual activity. The District disputes this.6 The District has retained additional counsel to 
negotiate this matter.  

The District indicated in its insurance application that no employee could control a process from 
the beginning to the end, e.g., request a check, approve a voucher, and sign the check. The 
District’s internal controls required the Manager and a Board officer to approve requests for 
payment and to sign on checks.7 However, the finance department used signature stamps that 
seemed to by-pass this control. Attorneys for the District argue that “the insurance company was 
already aware of the lack of controls designed to prevent an embezzlement of this nature”.8 It 
should be noted that insurance for these special districts frequently does not cover the costs for 
attorneys, audits, or other costs associated with embezzlement. 

Embezzlement may be more prevalent in districts than has been revealed to date. For example, in 
addition to the District, employee fraud cases in the following County special or school districts 
have come to light in the last two years alone. Although three of the cases do not relate to special 
districts, the underlying problems, inadequate controls and oversight, are the same: 

• Woodside Elementary School District 

• Portola Valley School District 

• Mid-Peninsula Water District (It should be noted that LAFCO’s executive officer has 
also recommended that this district be dissolved.) 

• San Mateo County Community College District 

The District embezzlement case may be the tip of the iceberg. As one interviewee stated, with so 
many special districts in this county and counties throughout the Bay area and state, 
“embezzlements are not unusual,” which is no comfort to the taxpayers. However, with sound 
internal financial controls and good management practices, the risk of embezzlement can be 
minimized. 

 

District Operations 

After extensive investigation, the Grand Jury learned of oversight shortcomings and management 
issues that include the following: 

                                                 
6
 Letter dated April 11, 2012, from Meredith, Weinstein & Numbers, LLP pg 3 (See Appendix C). 

7
 Ibid. 

8
 Ibid. 
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• Standard business practices, such as performing detailed background checks, were not 
followed in the hiring of the finance director accused of embezzling. As a result, the 
District hired an individual who was already under indictment in another embezzlement 
case. 

• The Manager and the Board’s finance committee did not recognize red flags in financial 
reports that could have revealed the embezzlement far sooner. Examples include the 
budget overage (ultimately noticed by a Trustee), lack of complete monthly financial 
packages as provided by the previous finance director, and discrepancies revealed in two 
years’ annual audits. Board complaints to the Manager concerning financial reports were 
answered with the excuse that a new accounting system had been installed and that there 
were issues with the County Controllers staff. 

• The Trustees’ written evaluations of the Manager’s performance revealed significant 
differences of opinion. Some Trustees gave the Manager high ratings while others 
expressed little confidence in the Manager’s ability to manage the District. Others 
indicated they did not trust the Manager and felt the Manager was excessively controlling 
information provided to the Board.  

• Internal financial controls in place at the time of the embezzlement were inadequately 
implemented. For example, controls required that both the Manager and a Board officer to 
sign checks issued by the finance department for payments. However, the finance 
department used signature stamps that seemed to by-pass this control.  

• The Manager hired unlicensed and uninsured contractors to work on District facilities, a 
violation of District policies.  

• Surplus vehicles were sold to employees and friends, a practice that the Grand Jury was 
informed has been discontinued. 

• The issuance of Visa cards to employees for the purchase of materials led to abuse. The 
Visa cards had high limits and there was little oversight of their use. The finance director 
used a Visa card to pay her attorneys for a previous embezzlement case. Neither the 
Manager nor the Board’s finance committee caught improper charges of up to $15,000 
placed on the card. 

• There was an amendment to the District Policies and Procedures manual in 2007 that 
stated, “dismissal of the current District manager would require 90% of the Trustees’ 
approval.” The Grand Jury requested and received an updated version of the manual. The 
entire section 2160 titled “Separation from District Employment” is no longer in the 
current manual. It has been replaced by a new section 2160 titled “Salary and Benefit 
Survey.” No further information was provided as to the reasons for this change. 

The embezzlement incident was costly, with additional losses still being discovered. The loss 
submitted to the insurance company was over $790,000 but does not include related costs such as 
attorney fees, consultants, and financial training.9 Some of the loss may be covered by insurance, 
but as of May 1, 2013, the insurance company has denied the claim citing misrepresentation of 
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facts in the District’s insurance application and the failure of the District to perform appropriate 
background checks. 

Following the embezzlement and subsequent evaluation of the Manager, the Board chose to 
implement a Performance Improvement Plan in order to improve the Manager’s financial 
management skills. The Board also extended the Manger’s employment contract and increased 
the Manager’s compensation.  

Also after the embezzlement, a new consultant prepared eight recommendations to improve the 
district’s internal financial controls. (See Appendix D, an excerpt of the consultant’s report). The 
Grand Jury has been advised that these recommendations have been implemented. As a result, 
the financial system was rebuilt. An interviewee familiar with the consultant’s review opined that 
the Manager had program skills but lacked the fiscal skills necessary for overseeing financial 
operations.  

District Board  

A 21-member Board governs the District. The voters elect other San Mateo County special 
district governing bodies, which differentiates them from the Board, whose members are selected 
by city councils. The District began covering the entire County in 2005. In this circumstance, the 
Health & Safety Code provides that cities may appoint a Trustee to the Board. The Trustees’ 
direct responsibility is to the city councils that appointed them, not directly to the voters. The 
Health & Safety Code also states that the legislative intent is that members have experience, 
training, and education in fields that will assist in governing the district.10  

One question raised during the investigation was whether a Board of 21 members could be 
effective. The Board president appoints members to the following standing committees: Finance, 
Policy, Strategic Planning, Environmental, and Manager Evaluation. One interviewee stated, 
“Authority may be dissipated when responsibility gets diffused over a large group.” With a large 
board it can be difficult to have accountability for decisions made. A few Trustees expressed 
interest in studying another governance model that would reduce the size of the Board. Through 
document review and interviews, the Grand Jury learned that there are varying opinions 
regarding what Trustees believe to be their roles and responsibilities. Some Trustees feel their 
only role is to make policy, while others feel they have more oversight responsibility.  

When a number of employees tried to approach Trustees to express concerns about the Manager, 
they were turned away for not following the chain of command. Relatedly, there was confusion 
about communications between staff and Trustees. In light of these communication issues, the 
Peninsula Vector Workers Association requested that the Trustees review and revise the District 
policies governing communication between staff and Trustees.  

The Grand Jury learned that Trustees requested financial information from the Manager during 
the embezzlement period but the request was not honored. The Trustees did not heed warnings 
from senior District employees about financial irregularities. The Trustees put total trust in the 
Manager to fulfill the mission of the District and seemed oblivious to the business operations and 
its problems.11 Statements by Trustees in earlier reviews of the Manager showed confusion 
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 Grand Jury interview and evaluation document. 



 8 

among the Trustees regarding the Manager’s general performance capabilities. One Trustee told 
the Grand Jury that the evaluation process was inadequate and should be reviewed by a qualified 
human resources consultant. 

LAFCo  

Local agency formation commissions were established by the State of California in 1963 to 
oversee the formation, expansion, dissolution, and reorganization of all special districts. LAFCo 
is an independent seven-member commission with jurisdiction over the boundaries of the 
County’s 20 cities, 22 independent special districts, and many of the 35 County-governed special 
districts. LAFCo is composed of two members of the County Board of Supervisors, two 
members of city councils, two board members of independent special districts, a public member, 
and four alternate members (County, city, special district, and public).  

Local agency formation commissions oversee districts but have limited powers. The Cortese-
Knox-Hertzberg Act of 2000 requires that they conduct Service Reviews every five 
years.12LAFCo’s executive officer, with the help of a part-time administrative assistant, conducts 
the Service Reviews. LAFCo’s current staffing level makes it difficult to conduct Service 
Reviews in a timely manner as required by law. The 2002-2003 Grand Jury recommended that 
the Board of Supervisors provide additional resources to LAFCo, but the recommendation has 
not been implemented. 

Service Reviews provide the public with information about the special district including 
“[a]ccountability for community service needs, including governmental structure and operational 
efficiencies.”13 They can also recommend whether a special district should be merged with 
another district or dissolved and services transferred to another agency. If LAFCo recommends 
that a district be dissolved or merged with another district, generally speaking, the approval of 
75% of the voters in the special district is required. LAFCo’s authority is thus limited. 
Recommendations made by LAFCo are usually the result of a Service Review.  

Subsequent to the Service Review of the District, the LAFCo executive officer recommended 
that the District be dissolved and incorporated into the CEHD, which might result in a cost 
savings, from the sharing financial services, laboratories, and other facilities. It should also be 
noted that LAFCo’s executive officer recommended dissolution of both special districts where 
embezzlements occurred, but the LAFCo Commissioners did not approve these 
recommendations.  

Cities’ Responsibilities to the District 

The District encompasses the entire County. Health & Safety Code Section 2021 states that the 
Board of Supervisors may appoint one person to the Board and the city councils of each city 
located in whole or in part within the District may appoint one person to the Board. Health & 
Safety Code Sections 2022(c) and (d), states: 

• Applicants should be qualified in fields that will assist in governance of the district. 
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 LAFCo website.  
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 Government Code Section 56430. 
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• Cities may appoint a councilmember to the Board if they are unable to find a qualified 
candidate. 

The Board of Supervisors and city councils often suffer from a lack of applicants from which to 
select a representative. At the time of this report, the Town of Colma had no representation on 
the Board. This might be due in part to unsuccessful recruitment efforts. Although applicants 
may be conscientious and well meaning, they may not have the necessary skills or experience to 
sit on the Board. While all cities should have representation on the Board, it appears that 
providing representation is not a city priority.  

During interviews, the Grand Jury learned that most cities do not mention the District on their 
websites, nor do they require their representatives to give regular updates to the city councils 
about the District’s operations. 

Survey of Independent Special Districts 

The Grand Jury distributed a survey to all independent special districts to better understand the 
compensation for their board members and the amount of public funds for which they are 
responsible. The survey yielded the following information: 

• Most districts have a 5 member elected board; a few have a 3 member elected board, 
while the District has a 21-member non-elected board.  

• More than half of the board members are compensated from $100 per month to $600 per 
month. The District Board is paid $100 per month 

• More than half of the boards compensate members for workshop or conference events 
and some have medical and life insurance benefits. A few boards are not compensated at 
all. The District Board is also compensated for workshops or conferences events. 

• The reserves of districts range from $775,000 to $47 million dollars. The District’s 
reserves are $5 million. 

It should be noted that not all districts responded to the survey request.14 

 

FINDINGS 

F1. The Board and the Manager share in responsibility for the lack of oversight that was 
instrumental in allowing the embezzlement to occur. 

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. 

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. 
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 San Mateo County Grand Jury Special Districts Survey 2013. 
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F4. The District’s Manager did not follow policies and procedures in the hiring of one of the 
employees subsequently charged with embezzlement. 

F5. The District did not have adequate internal financial controls in place to prevent the 
embezzlement or lead to its early discovery. 

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

F7. The Board in general and its finance committee in particular did an inadequate job of 
overseeing the District’s operations.  

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.  

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

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.  

F11. Even though LAFCo Commissioners rejected the recommendation to dissolve the District 
and transfer its functions to the CEHD, this issue needs further evaluation. 

F12. Cost savings could possibly be achieved with a transfer of the District’s functions to the 
CEHD. 

F13. LAFCo would benefit from additional resources to ensure Service Reviews, as mandated 
by state law, are performed in a timely fashion.  

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. 

RECOMMENDATIONS 

The Grand Jury recommends that the Board do the following:  

R1. Instruct the Manager to follow the Policies and Procedures manual at all times. 

R2. Instruct the Manager to provide complete financial reports to the Board on a monthly 
basis. 

R3. Improve its oversight of the District through an improved governance structure and hold 
the Manager accountable for its operations. 

R4. Evaluate its Policies and Procedures manual on an annual basis and make the manual 
available to employees and the public.  

R5. Emphasize the importance of the finance committee’s role in ensuring that internal 
controls and policies are in place and are being followed. 

R6. Hire a human resources consultant to redesign the Manager’s evaluation process in order 
to better assess the Manager’s job performance. 

R7. Clarify Trustees’ roles and reinforce and discuss expectations of the position at an annual 
meeting.  

The Grand Jury recommends that the County Board of Supervisors do the following: 
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R8. Provide increased resources to LAFCo so it can meet state mandates with regard to 
Service Reviews. 

The Grand Jury recommends that LAFCo do the following: 

R9. 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.  

The Grand Jury recommends that the City/Town Councils do the following: 

R10. Appoint a council member to the District Board if a representative cannot be found after 
vetting applicants.  

R11. Require regular reporting about the District’s operations by their representative at a 
scheduled council meeting.  

REQUEST FOR RESPONSES 
Pursuant to Penal code section 933.05, the Grand Jury requests the following to respond to the 
foregoing Findings and Recommendations referring in each instance to the number thereof: 

• District Board of Trustees 

• County Board of Supervisors 

• LAFCo 

• City/Town Councils 

 

 

 

The governing bodies indicated above should be aware that the comment or response of the 
governing body must be conducted subject to the notice, agenda and open meeting requirements 
of the Brown Act.  

Reports issued by the Civil Grand Jury do not identify individuals interviewed. Penal Code Section 929 requires that reports of 
the Grand Jury not contain the name of any person or facts leading to the identity of any person who provides information to 
the Civil Grand Jury.  

DISCLAIMER 

This report is issued by the Grand Jury with the exception of one member who sits on the District 
Board. This individual was excluded from all parts of the Grand Jury’s investigation and the 
making and acceptance of this report. This report is based on information from outside sources 
with none of the information being obtained from the excluded Grand Juror. 
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Issued: July 18, 2013 



 

Inter

 

To: Honorable Board of Supervisors

From: John L. Maltbie, County Manager
 

 
Subject: 2012-13 Grand Jury Response

Really in Charge of the Taxpayer’s Money? The Mosquito District 
Embezzlement: is it the Tip of the Iceberg?

 
RECOMMENDATION: 
Approve the Board of Supervisor’s response to the 2012
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?
 
BACKGROUND: 
On July 18, 2013, the Grand Jury filed a 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 Iceberg?. The Board of Supervisors is required to 
submit comments on the findings and recommendations pertaining to the matters under 
control of the County of San Mateo within ninety days. The County’s response to the 
report is due to Hon. Richard C. Livermore no later than October 16, 2013.
 
Acceptance of this report contributes to the Shared Vision 2025 outcome of a 
Collaborative Community by ensuring that all Grand Jury findings and recommendations 
are thoroughly reviewed by the appropriate County departments and that, when 
appropriate, process improvements are mad
services provided to the public and other agencies.
 
DISCUSSION: 
Findings: 
 
F1. The Board and the Manager share in responsibility for the lack of oversight that 
was instrumental in allowing the embezzlement to 
Response:  Not applicable as this is a District, not a County issue.
 

COUNTY OF SAN MATEO 
Inter-Departmental Correspondence 

County Manager 

Date:  October 1
Board Meeting Date: October 8, 2013

Special Notice / Hearing:  None
Vote Required:  Majority

 
Honorable Board of Supervisors 

John L. Maltbie, County Manager 

13 Grand Jury Response - 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? 

Approve the Board of Supervisor’s response to the 2012-13 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? 

18, 2013, the Grand Jury filed a 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 Iceberg?. The Board of Supervisors is required to 

nts on the findings and recommendations pertaining to the matters under 
control of the County of San Mateo within ninety days. The County’s response to the 
report is due to Hon. Richard C. Livermore no later than October 16, 2013.

t contributes to the Shared Vision 2025 outcome of a 
Collaborative Community by ensuring that all Grand Jury findings and recommendations 
are thoroughly reviewed by the appropriate County departments and that, when 
appropriate, process improvements are made to improve the quality and efficiency of 
services provided to the public and other agencies. 

The Board and the Manager share in responsibility for the lack of oversight that 
was instrumental in allowing the embezzlement to occur. 

Not applicable as this is a District, not a County issue. 

 

October 1, 2013 
October 8, 2013 
None 
Majority 
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Embezzlement: is it the Tip of the Iceberg?. The Board of Supervisors is required to 

nts on the findings and recommendations pertaining to the matters under 
control of the County of San Mateo within ninety days. The County’s response to the 
report is due to Hon. Richard C. Livermore no later than October 16, 2013. 

t contributes to the Shared Vision 2025 outcome of a 
Collaborative Community by ensuring that all Grand Jury findings and recommendations 
are thoroughly reviewed by the appropriate County departments and that, when 

e to improve the quality and efficiency of 

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



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. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
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. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
F4. The District’s Manager did not follow policies and procedures in the hiring of one 
of the employees subsequently charged with embezzlement. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
F5. The District did not have adequate internal financial controls in place to prevent 
the embezzlement or lead to its early discovery. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
F6. Trustees and senior District staff should receive monthly financial reports. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
F7. The Board in general and its finance committee in particular did an inadequate 
job of overseeing the District’s operations. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
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. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
F9. The District would benefit from a redesigned Manager evaluation process. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
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. 
 
Response:  Not applicable as this is a District, not a County issue. 
 
F11. Even though LAFCo Commissioners rejected the recommendation to dissolve 
the District and transfer its functions to the CEHD, this issue needs further evaluation. 



 
Response:  Not applicable as this is a LAFCo issue and LAFCo is an independent of 
the County.  . 
 
F12. Cost savings could possibly be achieved with a transfer of the District’s functions 
to the CEHD. 
 
Response:  Assuming that CEHD stands for the County Environmental Health 
Department, the County cannot comment on the relative cost of District versus County 
provision of the current District functions without first conducting a detailed analysis.   
 
F13. LAFCo would benefit from additional resources to ensure Service Reviews, as 
mandated by state law, are performed in a timely fashion. 
 
Response:  Not applicable as LAFCo is an independent County Commission that sets 
their own budget and then bills the cities, County and special districts.  While the County 
agrees that additional resources could increase the number of service reviews 
completed by San Mateo County LAFCo, the County has no jurisdiction over the LAFCo 
budget.     
 
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. 
 
Response:  Not applicable as this is directed at cities and not the County. 
 
Recommendations: 
 
The Grand Jury recommends that the County Board of Supervisors do the 
following: 
 
R8.  Provide increased resources to LAFCo so it can meet state mandates with 
regard to Service Reviews: 
 
Response:  LAFCo is an independent County Commission that sets their own budget 
which is apportioned to the County, cities and special districts based on a state 
mandated formula.  Thus, the County Board of Supervisors has no jurisdiction over the 
LAFCO budget. 
 
 
FISCAL IMPACT: 
There is no Net County Cost associated with approving this report. 
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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. 

Page 2 of 3



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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MENLO Office ofMayor Peter L Ohtaki

PARK
October 2, 2013

Hon. Richard C. Livermore
Judge of the Superior Court
do Charlene Kresevich
Hall of Justice
400 County Center, 2 Fl
Redwood City, CA 94063-1655

Re: Response to Grand Jury Report: “San Mateo County Special Districts: Who is Really in Charge of
the Taxpayer’s Money? The Mosquito Embezzlement: Is it the Tip of the Iceberg?”

Dear Judge Livermore:

As requested, the City of Menlo Park is providing responses to each of the fourteen findings presented
by the Grand Jury in their report entitled, “San Mateo County Special Districts: Who is Really in Charge
of the Taxpayer’s Money? The Mosquito Embezzlement: Is it the Tip of the Iceberg?” as well as the two
recommendations pertaining to City/Town Councils.

FINDINGS:

Fl. The Board and the Manager share responsibility for the lack of oversight that was
instrumental in allowing embezzlement to occur.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

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.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

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.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

701 Laurel Street Menlo Park, CA 94025 Phone. (650) 330-6600 I Fax: (650) 328-7935



F4. The District’s Manager did not follow policies and procedures in the hiring of one of the
employees subsequently charged with embezzlement.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

F5. The District did not have adequate internal financial controls in place to prevent the
embezzlement or lead to its early discovery.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

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

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

F7. The Board in general and its finance committee in particular did an inadequate job of
overseeing the District’s operations.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

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.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

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

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

FlO. Trustees are confused about their responsibilities, some feeling their only role is to make
district policy, while others feel they have more oversight responsibility.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report.

Fil. Even though L4FCo Commissioners rejected the recommendation to dissolve the District
and transfer its functions to the CEHD, this issue needs further evaluation.

City Response: The City of Menlo Park agrees with this finding based on the information
provided by the Grand Jury in its report and based upon LAFCo’s response to the Grand Jury
which calls for more analysis.



F12. Cost savings could possibly be achieved with a transfer of the District’s functions to the
CEHD.

City Response: The City of Menlo Park does not have enough information to agree or disagree
with this finding based solely upon the information provided by the Grand Jury in its report.

F13. LAFCo would benefit from additional resources to ensure Service Reviews, as mandated by
state law, are performed in a timely fashion.

City Response: The City of Menlo Park does not have enough information to agree or disagree
with this finding based solely upon the information provided by the Grand Jury in its report.

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.

City Response: The City does not have enough information about the practices of other cities as
it pertains to this finding to agree or disagree, based on the information provided by the Grand
Jury in its report. The City of Menlo Park has appointed a qualified resident to serve as its
representative.

RECOMMENDATIONS:

RiO. Appoint a council member to the District Board if a representative cannot be found after
vetting applicants.

City Response: The City of Menlo Park agrees with this recommendation and will implement it
if it becomes necessary.

Ru. Require regular reporting about the District’s operations by their representative at a
scheduled council meeting.

City Response: The City of Menlo Park agrees with this recommendation and has tentatively
scheduled the City’s representative to the District Board to make a presentation at a future
Council meeting in November 2013. The City Council has also requested quarterly updates from
its representative.

This letter of response to the Grand Jury report was reviewed and approved by the City Council at its
regular meeting on Tuesday, October 1, 2013. Any questions about this response should be directed to
Menlo Park City Manager, Alex McIntyre, at (650) 330-6610.

Sincerely
1 /

/ , Jr

/ 7-f
/;/ A

Peter I. Ohtaki
Mayor

cc: Menlo Park City Council
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September 25, 2013 
 
Honorable Richard C. Livermore 
Judge of the Superior Court 
c/o Charlene Kresevich 
Hall of Justice 
400 County Center; 2nd Floor 
Redwood City, CA  94063-1655 
(sent via email) 
 
Dear Judge Livermore: 
 
On behalf of the City Council of the City of Redwood City, thank you for the opportunity 
to respond to the San Mateo County Civil Grand Jury Report, dated July 18, 2013, 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 Iceberg?”   
 
The City has reviewed the report and is supportive of improvements in the Mosquito and 
Vector Control Abatement District’s (District) oversight and management practices in 
order to better safeguard the public’s resources and trust in the District and the 
effectiveness of this important service to our community. The following responses to the 
Grand Jury’s Findings and Recommendations were considered and approved by the 
City Council at its meeting of September 23, 2013. The City Council has authorized me 
to present the City’s responses to the Court as set forth below. 
 
The Grand Jury report contained the following 14 findings:   

F1. The Board and the Manager share in responsibility for the lack of oversight 
that was instrumental in allowing the embezzlement to occur.  

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. 

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. 

F4. The District’s Manager did not follow policies and procedures in the hiring of 
one of the employees subsequently charged with embezzlement. 

F5. The District did not have adequate internal financial controls in place to 
prevent the embezzlement or lead to its early discovery. 

F6. Trustees and senior District staff should receive monthly financial reports. 
F7. The Board in general and its finance committee in particular did an 

inadequate job of overseeing the District’s operations. 
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. 
F9. The District would benefit from a redesigned Manager evaluation process. 



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. 

F11. Even though LAFCo Commissioners rejected the recommendation to dissolve 
the District and transfer its functions to the CEHD, this issue needs further 
evaluation. 

F12. Cost savings could possibly be achieved with a transfer of the District’s 
functions to the CEHD. 

F13. LAFCo would benefit from additional resources to ensure Service Reviews, 
as mandated by state law, are performed in a timely fashion. 

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. 

 
Council agrees with finding F6 – “Trustees and senior District staff should receive 
monthly financial reports” – as this reflects a standard best practice that is followed by 
the City of Redwood City regarding the City’s fiscal management. 
 
The remainder of the Grand Jury’s findings (F1-F5 and F7-F14) relate to areas outside 
of the City of Redwood City’s areas of direct knowledge or responsibility and the City 
Council was not provided with enough information to come to a conclusion regarding 
these findings.  
 
The report contains 11 recommendations, of which two are directed to city and town 
councils. 
 

R10. Appoint a council member to the District Board if a representative cannot be 
found after vetting applicants. 

 
The City agrees with this recommendation.  The City currently has a representative on 
the District Board.  The recommendation will be implemented in future recruitments as 
necessary depending on the results of the recruitment process.   
 

R11. Require regular reporting about the District’s operations by their 
representative at a scheduled council meeting.  

 
The City agrees with this recommendation and will establish a regular reporting 
schedule before the end of 2013. 
 
On behalf of the Redwood City Council, I appreciate the Grand Jury’s interest and work 
on this report.  Thank you again for the opportunity to comment. 
 
Sincerely, 

 
Alicia C. Aguirre, Mayor 
City of Redwood City 
 
C: City Council, Redwood City 
     Dr. Robert B. Bell, City Manager 
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