Metropolitan employees visit Gene Camp on a Colorado River inspection trip tour
as part of Human Resources’ New Employee Orientation Program.




CHAPTER 7

Administrative

vital part of Metropolitan’s core mission of importing,
Atreating, managing and distributing reliable water supplies is
the vast array of administrative functions that help support
employees and Metropolitan directors, oversee Metropolitan’s real

estate holdings and tap into the talents of the region’s business
community.

Human Resources

The mission of Human Resources is to provide tools and processes
to strategically recruit, retain, motivate, reward and develop
Metropolitan’s employees. Services include employee and labor
relations; recruitment and selection; equal employment opportunity;
benefits; retirement; leave administration; Rideshare; classification
and compensation administration; worker’s compensation administra-
tion; training; organizational effectiveness; and managing all aspects
of Metropolitan’s insurance and risk management programs to
minimize exposure to loss.

Highlights for Fiscal Year 2006/07
Office of the Human Resources Manager

e Implemented an improved New Employee Orientation program
e Revised the Tuition Reimbursement policy

e Incorporated all Risk Management and Worker’s Compensa-
tion functions into Human Resources

e Transferred Technical and Safety training to Water Systems
Operations
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Employee Relations

Took part in concluding contract negotiations with three
bargaining units (American Federation of State, County and
Municipal Employees, the Management and Professional
Employees Association, and the Supervisors Association).

Provided employee relations training to WSO managers, as
part of WSO’s “Boot Camp” initiative.

Played an active role in a collaborative effort with AFSCME
to draft new job descriptions for the Operations & Maintenance
Job Family.

Equal Employment Opportunity

Developed and administered new mandatory on-line sexual
harassment and discrimination prevention training courses.

Prepared and disseminated quarterly workforce data; analyzed
diversity efforts.

Successfully responded to and resolved complaints filed with
either a federal or state compliance agency.

Managed and resolved all internal EEO complaints.

Risk Management

Completed risk assessments for agreements including:
professional service, construction and procurement contracts,
leases, permits and real property transactions; and business
processes and special events.

Managed all new liability and property claims files.

Reviewed Metropolitan’s self-insured retention levels, excess
and specialty insurance policies to protect against financial
liability, and renewed or obtained new policies 14 percent
under budget.

Completed initial reports to the incident reporting system for
reportable incidents under Operating Policy E-03 which
include spills, employee injuries, potential liability for third
party property damage or bodily injury, Metropolitan property
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damage, near miss incidents, security issues and regulatory
visits.

Benefits

Received approval to upgrade PeopleSoft to Version 8.9.

Researched and calculated potential settlements for Cargill
claims.

Implemented provision changes for negotiated contracts.

Coordinated Health Benefits Advisory Committee meetings
according to negotiated MOU’s.

Training and Organizational Effectiveness

Launched a one-stop training Web site for easy access to
training resources.

Implemented a Training Planner to track employee
compliance with training requirements.

Expanded e-learning capabilities to reduce time away from the
job on topics including Workplace Harassment Prevention,
Contractor Academy and Microsoft Vista and Office 2007.

Launched the Manager’s STAR Management Development
Program to enhance understanding of effective people
management practices.

Supported WSO Manager Boot Camp, CRG Leadership
Forums and other manager development.

Classification and Compensation

Implemented Operating Policy H-11, Job Audit/Job Analysis
with associated procedures.

Initiated and completed the Classification and Compensation
Study for the Management and Professional Association.

Initiated the Classification and Compensation Studies for the
Association of Confidential Employees, Supervisors Association
and AFSCME O&M Technician classifications
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Staffing

e Implemented pilot program STRATA (Short-term Recruiting
and Talent Acquisition) to compare results to the current
internal recruitment process.

o Implemented Resume Mirror software to reduce manual
inputting of applications.

e Oversaw recruitment for second Pre-Apprentice program.

e Created and implemented advertising strategy for Jensen
Water Treatment Plant and for recruiting larger candidate pool
for district-wide positions.

o Completed 165 new hires during FY 2006/07.

e Handled more than 6,225 employment application requests
using the PeopleSoft applicant tracking system.

e Managed the Transfer Program, Reinstatement Program, and
Temporary Labor Program.

Real Property Development
and Management

The need for streamlining many of the processes that had been
utilized over the years led to the establishment of the Real Estate
Property Development and Management Group in January 2006, with
a focus on process improvements and quality service delivery.

Real Property Database

In concert with continuing efforts to improve information
management within Metropolitan, a new database over the past year
will be ready for use by Metropolitan’s property management
professionals in mid-2008. This new system has many updated and
improved features, including the ability to track numerous data
elements related to the complete history of all lease, entry permit,
easement, and other transactions. The system will help monitor and
track all property use requests and document tracking including
field property inspections necessary to protect water system
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infrastructure and right of ways. In short, nearly all steps within several
processes will be reflected within the database for rapid recall.

Diamond Valley Lake Visitors

Since the Diamond Valley Lake Marina opened in October 2003 and
through the end of fiscal year 2007, more than 263,000 visitors have
enjoyed Metropolitan’s DVL recreational amenities, with no adverse
impacts to operations or water quality. In fact, DVL has become one of
the nation’s top five bass fisheries.

Aerial view of Diamond Valley Lake East Dam and recreation area.
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Business Outreach

In July 2001, the board approved the Regional, Small and
Economically Disadvantaged Business Program with an organizational
goal of 18 percent based on payments for that fiscal year. The new
program was intended to spur a regional re-investment effort and provide
contracting opportunities to local, small and economically disadvantaged
business enterprises. Since its inception, the program staff has continued
to improve Metropolitan’s internal contracting practices and has
maintained an aggressive outreach effort resulting in an economic
investment of more than $600 million in contracting dollars to small
businesses in Southern California.

Highlights from the last six fiscal years include:

e 2001: Board adoption of small business and regional program

e 2002: Small Business spending increased from 18 to 37 percent
($89 million)

Metropolitan held the first annual business development mixer in
September 2006. More than 250 business owners attended.
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e 2003: Signed first of 11 memorandums of understanding with
member agencies, school districts, ports, federal and state
agencies to facilitate greater partnerships within the region or
easier processes for potential contractors.

e 2004: Small business utilization reached 42 percent ($101 million)
and exceeded the program goal of 18 percent.

e 2005: Implemented “network” online bid notification and
certification system, a multi-agency effort to address the chal-
lenges of business owners dealing with government agencies in
regards to multiple certifications, too many databases and a lack of
coordinated outreach.

e 2006: Board adopted disabled veteran owned business program,
allowing Metropolitan to expand its outreach into the business
community. The implementation of the Disabled Veteran Business
Enterprise component provides an opportunity to recognize the
sacrifices and contributions of military veterans to their country,
and offer contracting assistance to DVBE firms that are capable
and prepared to provide goods and services to Metropolitan.

e 2007: Currently monitoring $1 billion in construction and
professional service contracts. The Business Outreach Program’s
10-fold increase in contracts signed with small and regional
businesses, resulting in a more competitive environment and cost
savings to Metropolitan.

Office of the Board of Directors

The Office of the Board of Directors supports and coordinates a
variety of administrative functions for the Board of Directors and related
committees, Metropolitan staff, member agencies and the general public.

Highlights for Fiscal Year 2006/07
Board of Directors Retreat

The board held a two-day retreat focused on strategic priorities
and long-term goals for Metropolitan. Discussions focused on effective
decision-making and policy leadership designed to fulfill Metropolitan’s
mission “to provide its service area with adequate and reliable supplies
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of high-quality water to meet present and future needs in an
environmentally and economically responsible way.” The retreat included
a focus on sustainability and water supply reliability, with presentations on
regional, workforce and energy sustainability. Other goals emerging from
the retreat included: Re-examining the rate-setting and budget approval
processes, expanding source water quality control programs, strengthening
implementation of the Integrated Water Resources Plan, and developing
sustainable Bay-Delta and Colorado River strategies.

Chairman’s Bike Ride at Diamond Valley Lake

The Chairman of the Board hosted his first annual bike ride around
Diamond Valley Lake. Directors, employees and community members
participated in this event.

General Administration

In supporting the business of the board, the Office of the Board of
Directors promptly responded to directors' questions and requests; prepared
monthly board and management reports; enhancing communication with new
laptop computer upgrades, and regularly scheduled oral reports on various
Metropolitan programs.

Inspection Trip Program

Inspection trips have always been a part of Metropolitan’s educational
and outreach efforts. The Administrative Code specifies three types of trips:
Colorado River Aqueduct facilities, the Bay-Delta/State Water Project, and
Diamond Valley Lake. The purpose of the inspection trip program is to:

e Provide first-hand inspection of Metropolitan facilities.

e Educate participants about Metropolitan operations, programs and
objectives as well as discuss the broader issues facing the water
industry.

The inspection trips have been instrumental in educating local, state
and federal elected officials, staff and the news media on complex
planning and policy matters related to water. Inspection trips provide
participants with an up-close experience of the systems that provide
drinking water to Metropolitan’s service area and expose community
leaders to current issues. Participants leave with a factual understanding






Metropolitan’s internal audit team works collaboratively to add value and assist in improving operations.



CHAPTER 9

Internal Audit

The Office of the General Auditor provides independent assurance
and consulting services designed to improve Metropolitan’s operations.
The General Auditor’s reporting structure to the Executive Committee
establishes the department’s independence. Audit responsibilities are
carried out by a highly trained staff of audit professionals with an
understanding of the business culture, systems, and processes of
Metropolitan.

Audit helps the organization accomplish its objectives by using a
proactive, systematic approach to evaluate and improve the effective-
ness of internal controls. Further, the scope of Audit is to determine
whether the organization’s network of risk management, internal
control, and governance processes, as designed and represented by
management, is adequate and functioning in a manner to ensure:

e Risks relating to governance, operations and information
systems are appropriately identified, managed and monitored.

o Significant financial, managerial and operating information is
accurate, reliable and timely.

e Employees’ actions are in compliance with policies, standards,
procedures and applicable laws and regulations.

e Resources are acquired economically, used efficiently and
adequately protected.

e Programs, plans, and objectives are achieved.

e Quality and continuous improvement are fostered in the
organization’s control processes.

o Significant legislative or regulatory issues impacting the
organization are recognized and addressed appropriately.
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Major Accomplishments

The board of directors ensures appropriate focus of Audit
resources by reviewing and approving the Audit Department’s Annual
Business Plan annually. The 2006/07 Audit Plan was the result of a
thorough assessment of risks coupled with input from key stake-
holders, including board members, management and staff. During
FY 2006/07, the Audit Department performed the following major

activities:

e Successfully executed the 2006/07 Audit Plan and completed
33 audits, and remained flexible to board or management
requests by performing three special requests; monitoring
several higher risk areas; and participating in six Information
Technology implementation projects. Results are summarized

below:

List of Completed Reviews

Number of Reports

Financial/Contractual Audits:
Interim Agricultural Water Program
Butier Construction Managers Agreement
Riverside — Lake Skinner Lease Agreement
Diamond Valley Lake Recreation Construction Contracts
Kiewit Pacific Co. Contract

Western Municipal Water District of Riverside County Agreement

Property Leases

The Center for Water Education

Brutoco Engineering & Construction Contract

Fuel Supply

Ameron International Contract

Local Resource Program — Water Recycling Projects
J.F. Shea Construction Contract

GeoPentech, Inc. Agreement

Southern California Grading, Inc. Contract

ORSA Consulting Engineers Agreement

Ozonia North America Contract

Black & Veatch Agreement

Water Transfer Program — San Bernardino Valley
Water Transfer Program — Desert Water/Coachella/Mojave
Central Arizona Water Conservation District Agreement
Vanir Construction Management, Inc. Contract

Imperial Irrigation District Water Conservation Program
Assist External Auditing firm

Revenue Bonds (4)

28
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List of Completed Reviews Number of Reports

Information Technology Reviews: 5
PeopleSoft/WorkTech Timekeeping Applications
Quarterly IT Projects Reporting
Software Licenses Tracking and Compliance
Environmental Compliance Application
SCADA Wide-Area Network
Total Audits 33
Special Requests:
Quality Assurance & Improvement Review
Colorado River Water Users Association Financial Report
Shea-Kenny Reimbursable Costs
Monitoring:
Inland Feeder Project
Oxidation Retrofit Program
Diamond Valley Lake Recreation
Center for Water Education
Systems Development Life Cycles (SDLC) (6)

e Devoted substantial efforts to communicating issues and
developing recommendations related to two “Less Than
Satisfactory” audit opinions (Property Leases; Fuel Supply)
and one “Qualified” audit opinion (The Center for Water
Education).

o Reassessed the Audit Plan on a quarterly basis to evaluate
whether (1) the plan met the needs and requests of the board
and management, (2) the Plan was directed at areas of most
concern, and (3) adequate progress was being made against
the Plan. Adjusted resources accordingly.

e Transitioned the Audit Department from paper work files to
automated work paper software (TeamMate) in order to
standardize and streamline audit documentation; facilitate on-
line supervisory review; and track and evaluate management
responses to audit reports. Improved efficiency by providing
training and enabling on line access to the entire Audit
Department of all audit work papers.

e Improved completion time for audits to an average of five
days cycle time (from field work completion to audit report
issuance) to ensure timely reporting to clients.
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Quality Assurance Activities

The Office of the General Auditor adheres to The Institute of
Internal Auditors’ (IIA) International Standards for the Professional
Practice of Internal Auditing. The standards require that internal
auditors commit to improving their internal processes and methods and
maintain a quality program. In this regard, the Audit Department
maintains a documented Quality Assurance & Improvement Program
(QA&IP) which encompasses ongoing and periodic internal quality
assessments, external quality assessments (every five years), and
internal monitoring. Related activities during the fiscal year 2006/07
include:

e Completed an internal quality self-assessment of conformance
with industry standards related to governance and auditing.
As part of the self-assessment, evaluated governance practices
(such as the Audit Department’s reporting relationship to the
board); reviewed a sample of audit work papers; assessed
planning, field work, and reporting routines; evaluated staff
training and development activities; and anonymously surveyed
the entire Audit Department staff.

e Contracted with the IIA to perform an external quality
validation assessment of the Audit Department, following
completion of the self-assessment. This external assessment
entailed review and testing of the self-assessment; manage-
ment interviews; review of audit documentation and
processes; and evaluation of related policies and procedures.
The IIA’s review determined that the Audit Department
“generally conformed” (highest rating possible) with the
Standards.

e Requested client feedback surveys for each completed audit
to ensure that the department met expectations. These surveys
unanimously “Strongly Agreed” with the statement “The auditor
demonstrated courtesy, professionalism, and a constructive
and positive approach.”
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SPEAK UP ABOUT CONCERNS IN THE WORKPLACE!

Posters, hotlines and seminars are among the several methods
used by the Ethics Office to reach out to Metropolitan
board members and staff.
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Ethics

etropolitan’s FEthics Office assists the agency, its
Mdirectors, officers and employees in fulfilling the
district’s mission in an ethical fashion. The Ethics
Office does that through enforcement of ethics-related laws, policies,
and education so that directors, officers, and employees understand
what is expected of them in terms of compliance and ethical behavior,
and by working with other departments to enhance Metropolitan’s
ethical culture.

In 1995, Metropolitan’s board of directors and executive team
identified six core values to guide the organization in fulfilling
its mission in an ethical manner. The six core values are integrity,
stewardship, diversity, leadership, open communication and team-
work. We are working at our best when our decisions reflect the six
core values. The Ethics Office, as it is currently organized, came into
being in Fall 2003 with the hiring of the current Ethics Officer. Since
then, the Ethics Office has grown to include two full time profes-
sionals and a full time support person in addition to the Ethics Officer,
who is available to directors, officers, and employees on an as-needed
basis, but works on-site periodically during the month.

The Ethics Office has created a two-tier enforcement process that
includes an informal Intake level where expressions of concern are
examined and either referred to a more appropriate department or, as
is often the case, resolved through Ethics Officer conversations with
the person expressing concern and immediate supervisors. A more
formal process is used when there is a credible allegation of violation
of ethics laws or policies and when informal resolution is not appro-
priate or possible. This is where the Inquiry & Review Committee
becomes involved. That committee works with the Ethics Officer
to determine the need for internal or external investigation and to
review the evidence. Findings from this committee can result in
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disciplinary action for directors. Recommendations are provided to
the General Manager for employees who have been found to violate
ethics laws or policies. The board of directors, General Manager,
General Counsel, and General Auditor all have representation on the
Intake and Inquiry & Review Committees.

In addition, the Ethics Office has developed a significant number
of educational materials, including brochures, ethics manuals, a CD
self-study series, posters, booklets, and a comprehensive Web site. An
Ethics Office representative visits all Metropolitan facilities on an
annual basis and works directly with groups and managers as
requested.

Institutional ethics, expressed through programs that enhance
corporate social responsibility, sustainability, and stewardship is also
something that is embraced at Metropolitan. These markers of system-
wide ethics, refer to choices that the organization makes regarding our
treatment of employees, the environment, communities in which we
work and our member community business partners. These choices
typically go beyond what is legally required. There are many activi-
ties at Metropolitan that fall into this category — the California
Friendly and Small Business Outreach Programs are good examples.

The Ethics Office seeks to enhance the ethical culture of
Metropolitan by recommending policy revisions, and encouraging
every director, officer and employee to see him or herself as someone
with the power to affect Metropolitan’s ethics. Here are 2006/07
highlights for the Ethics Office:

Enforcement

Metropolitan’s Ethics Office logged more than 40 matters during
this period. All but two were resolved informally. The Ethics Office
worked with the General Manager’s Office to create an agency policy
that requires reporting of romantic relationships between a supervisor
and a direct report.
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Education

The Ethics Office provided Day One and Day Two orientation to
all new hires. Ethics Office representatives visited all Metropolitan
facilities and provided ethics instruction at each facility. The
Employee Ethics Manual was distributed to all employees. A separate
manual was prepared and distributed for directors and one for
contractors. The Ethics Office provided mandated AB 1234 training
for new directors and officers.

Enhancement

The Ethics Office distributed posters on a monthly basis through-
out Metropolitan, and maintained an updated Web site. The Ethics
Office Web site’s number of hits increases every year. Online training
modules are currently in development.
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