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Item No. 9(a)

Internal controls and organization topics
Changes and improvements since 2008
March 24, 2010, update for Board of Directors

Background and strategy:

In 2008, it became clear that Cascade had reached a point in its development where additional
organizational improvements were needed to sustain Cascade’s operations and to position it to
transition smoothly from a small planning group to an operational water supply system. An audit of
fiscal year 2007 by an outside auditing firm (Clark Nuber) confirmed the Board’s assessment that
Cascade needed quick and substantial improvements, especially in the areas of accounting, internal
controls, and organizational structure.

With the Board’s support, then-CEO Ed Oberg initiated a series of actions (listed below) to address
identified weaknesses. To prioritize Cascade’s actions for organizational improvement, management
identified specific work items and rated each on importance and current condition. Items with the
largest gap between importance and current condition were given highest priority for action. In general,
staffing, accounting, and internal control corrective actions were assigned highest priority, to maintain
control of assets and to prevent audit findings.

Having strong internal controls in place provides several important benefits. They protect our assets,
make us more efficient, enhance our transparency, and improve managerial oversight. S & P’s two-step
upgrade of Cascade’s credit rating (from AA- to AA+) was due in part to Cascade’s improved internal
controls.

To help ensure that management continues to improve the organization properly, Cascade contracts
with its outside auditor to conduct quarterly reviews of internal controls. Staff works with the auditor to
adopt the auditor’s recommendations as soon as possible. As time goes on, the auditor’s
recommendations have become more about considering “best practices” than about taking immediate
corrective actions. To ensure that the Board maintains its oversight responsibility of Cascade’s
management, the auditor periodically reports directly to the Audit Committee.

Although many corrective actions and improvements listed below have been completed, a number of
steps are currently in progress or are scheduled for future completion.

Accounting improvements (completed)
* Adopted new chart of accounts
* Converted to new accounting system software
* Revised expense authorization procedures





Implemented capitalization procedures

Implemented journal entry preparation and documentation process

Added accounts payable and accounts receivable controls (approval process and separation of
duties)

Regular preparation of cash flow projections

Improved booking of debt transactions

Implemented reconciliation process to bank, county, and Cascade fund accounts

Improved annual budget book to include relevant organizational and financial information,
including projections

Internal control improvements (completed)

Adopted Administrative Policies & Procedures Manual (includes procurement, travel, crisis
communications, and accounting)

New contract approval process that includes sign-offs for finance, legal, insurance, and CEO
Implemented new contract templates

Implemented quarterly reviews by outside auditing firm, with regular reporting to Board Audit
Committee

Secured supplemental annual audits by outside auditing firm

Improved monthly financial reporting to Board, including budget vs. actual, income statement,
balance sheet, categorized warrants list, and contract status

Added “Fiscal Impact” statement to Board Action Iltem memos

Provided Open Public Meetings handbook (prepared by General Counsel)

Adopted credit card policy

Adopted automobile use reimbursement policy

Implemented asset inventory tracking and depreciation system

Adopted food expense policies and procedures

Implemented employee timesheet and leave tracking system

Implemented recommendations from audits of 2007 and 2008, and from quarterly reviews
Adopted ethics policy

Automated several steps of the conservation rebate processing procedure

Implemented monthly closing checklist

Provided physical security for sensitive data, checks, and small & attractive assets

Added Whistleblower policy to administrative procedures manual

Organizational improvements (completed)

Adopted Human Resources Manual

Adopted Cascade Code

Fully staffed at ten employees

Completed job descriptions for all employees

Developed individual work plans for all employees

Implemented employee performance evaluation system

Allocated employee professional development resources (training and coaching)





* Improved Board packet management

* Presented “Finance 101” class series for member staff

* Acquired new postage system

* Developed document filing framework

* Installed disaster preparedness kits in all offices

* Upgraded data network security and performance (firewalls, backups, virus protection,
increased capacity, remote access, and physical safeguards)

* Redesigned and launched Cascade’s new website

* Upgraded office phone system and phone tree

* Launched Cascade toll-free number (1-877-299-0930)

* Reconfigured office to provide space for additional staff and storage

* Implemented inquiry tracking system to respond quickly to community members

Future improvements
* Introduce regular staff training topics
* Develop comprehensive procurement policies & procedures
* Continue the current risk management initiative
* Implement of electronic document management system
* Develop of employee and organizational performance measurement system
* Develop of intranet site
* Add elements to the budget book for recognition by GFOA
* Review insurance needs and policies
¢ Coordinate data collection from members, including annual CERU audit
* Implement RCFC and CERU reporting changes recommended by member staff
* Implement improved fixed asset tracking system
* Complete employee benefits program review
* Continue improvements to contract implementation and tracking system
* Develop technology usage policies (including cell phones)






Iltem No. 9(b)
March 24, 2010

Proposed Outline for Cascade Retreat

A. Review of goals established at last retreat in December 2006

a.
b.
c.

Delineate goals in different program areas
Assess which goals have been met, which were not met
Determine which areas need follow-up

B. Lake Tapps

apop

Delineate areas that have been completed

Delineate issues/efforts that need to be worked on or ended
Evaluate new and emerging issues/efforts

Discuss broader role within the basin and direction for exploring
opportunities

C. Comprehensive Planning

a.

Assess broader implications of Cascade’s approach to meeting its
water supply objectives (this is not intended to revisit the results of
the comprehensive planning efforts, but to see how Cascade’s
efforts have changed the historical paradigm of water resource
planning/governance/institutional arrangements and what that
means in terms of how the Board/organization positions itself in the
state/region)

D. Internal Organization Effectiveness

a.
b.

C.

E. Board
a.

b.
c

F. Casca
a.

Review organizational development since last retreat.

Assess progress of implementation of financial systems, internal
controls, information systems and business processes.

Project short term internal needs (this may need to be reassessed
after discussions that follow)

Structure and Roles

Assess Board/Committee structures and determine any needed
changes

Discuss roles of Board members and alternates in light of recent
achievements, retreat discussions.

Evaluate work assignments for committees

de’s Future

Assess broadened future roles for Cascade (This includes within
the water resources arena and beyond)

G. Wrap-Up

a.
b.

Consolidate retreat actions/directions
Determine process for follow-up
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Public Affairs Committee Retreat
December 21, 200
Meydenbauer Center

Retreat Notes:

FEDERAL REPORT:
1. Appropriations
a. USDOE
i. Diversion Dam Funding
b. Fishery Activities (Habitat Projects)
i. Tribes
ii. Pierce County
c. Pipeline Construction
i. Plan (S360)
g 1. Ask
.. 2. Rationale to Support (Environment and Security)
~ 3. Partners
2. Leadership
a. State delegation now more powerful
b. Identify and work with key staff

ll. DINNER AND DREAMING: 2007 Headlines / Best case

successes:

1. John Marchione elected Mayor of Redmond

2. Grant D Re-elected as Bellevue Mayor (ie: we keep our team!)

3. Cascade granted Water Right — Auburn loves it

a. Governor announces deal

4. Tribes (both) announce deal with Cascade

5. Congressional Delegation announces $20 million for Cascade

6. Pipeline construction begins

7. Public Poll shows overwhelming support for Cascade - 90% polled indicate
support!

8. Cascade takes over Lake Tapps after successful PSE sale - Homeowners throw
party for new owners!

9. Big 4 Water Supplies hold meeting - Cascade voted new leader of the group

10. New Technology Designed to Provide Perfect Water Quality

a. Lake Tapps and Cascade customers excited





11. Cascade takes ownership of Lake Tapps after receiving water rights earlier in the
year

12. Cascade turning dirt - begins construction on first new regional water system in
decades

13. Tribe and Cascade announce fisheries plan

14. Auburn to buy water from Cascade 2016

15. Sen Murray announces $10Million appropriations for Cascade

16. Lake Tapps homeowner “Love” Cascade/New owners

17. Pierce County to implement new water quality initiative

18. Lake Tapps homeowners pleased with Cascade’s first summer of lake operation

19. Corps begins construction of new Mud Mountain dam

20. Cascade receives state grant for water storage

21. Eastside water use drops 5%; Cascade program credited

22. Cascade GETS THINGS DONE!

23. Cascade asked to manage regional transportation progress. Noted for “getting
things done”

24. Cascade “multi tasks” without dropping any balls — moves forward on many
fronts

25. Lake Tapps Sold to Cascade w/ accompanying photo of Gov. Gregoire, Senators
Murray and Cantwell, Rep. Dicks, and Pierce Cty officials cheering

26. Water Right Issued uncontested

27. Auburn becomes Cascade Member - Mayor Lewis joins the Board

28. Cascade provides model for Regional collaboration

29. Regional pipeline unites supply systems

30. Cascade Land Conservatory formally endorses Cascades work/plan

Y

. HOW DID WE GET HERE? Where we’ve been and what’s
ahead

(See attached short history of Cascade’s PA initiative)

Additional 2006 Successes

Hired Steve Call / Finance Director

First Bond Issue sold

Lots of speaking engagements in the community

Got in front of lots of people

Went from ‘zero to sixty’ with legislatures (got up to speed quickly and effectively)
Established a good relationship with Cascade Land Conservatory

Pieces coming together very well

Reached outside our geographic area

. Progress with Auburn and King and Pierce Counties

10. Water supply plan approved by King County

11. 2006 was a breakout year for Cascade

12. Raised our profile in Olympia

13. Got Cascade agenda included in East King County Chamber’s leg agenda
14. Transitioned from “talking and planning” to doing

15. Learned to tell a compelling story

16. Poll gave us important information

17. Were able to answer any questions that came up with confidence
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18. Cascade has become top of mind for decision makers/chambers etc.

19. Chuck Clarke is calling us for answers!

20. Sammamish used water from BIP for the first time

21. Cascade did it right — made good decisions based on solid facts and actions
22. Grant presented the Cascade story at US Conference of Mayors

IV. 2007 SITUATION ANALYSIS

What do we want to have happen? What will happen whether we want it to or not?

1. Water Right (Lloyd)
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State focus: Governor, staff, Ecology, Jay M all “in line” as they issue and
embrace/endorse the water right (celebrate!- member committee lunch in
May)

Tribes stay in a comfort zone—do not file suit

Auburn—Cascades holds firm - if they continue to fight we go
underground — other stakeholders assist with working around the problem
Cascade Land Conservancy supports the water right

Resolve land issues—PSE, CLC, Tribes, State and Federal

Prepare PR plan for the water right

Pierce County: Cage the Bunny

Lake Tapps homeowners—we need to build trust

Get third-party (other water folks, media, etc) validation and support for
the water right

- JUST GET IT DONE!

2. Lake Tapps Purchase (Grant)
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Make sure Member Councils / Commissions are kept updated / briefed
often so they are OK to authorize purchase when necessary
Keep Legislators updated with regular briefings
“No surprises” for decision makers at every level
Identify changes to the term sheet and identify why the changes
Develop water quality communication strategy / messages
Get good pictures from other recreational / water source lakes in regions
like the NW, i.e. Marin County CA,
Support / testimonials from Pierce County Health
Taste Test /Analysis comparisons
Pictures of Cedar/ Tolt treatment plant
Reinforce long-range program (water won’t be used till 2024 — new
treatment methods available by then)
Tribal settlement
Lake Tapps Community relations:
i. Establish relationship/trust

ii. Finalize flow scenario for ROE

iii. Manage community expectations

iv. Outline / identify Cascade commitments

v. I|dentify water quality advocates from among Lake residents

3. Becoming Lake owners / operators (John)





d.

e.
f

Hire an on-the-ground liaison for Lake Tapps and the LT community-
someone to interface directly with homeowners the wide range of issues
that come with owning the lake

Carefully strategize around new role (opportunities / challenges) as part
of the Lake Management team

Strengthen community and political connections (state, local and city)
connections

Strong operational presence on the ground to take care of vandalism,
maintenance concerns etc

Start now, not after sale

Establish trust—"cascade squirt guns” (fund community events, etc.)

4. Start pipeline construction (John)

a.

X XX
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i.
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Communications / outreach
i. Cities along the route - meet with city staff and officials to make
sure these franchise needs are met
ii. General public and adjacent homeowners — keep them informed
iii. State officials — keep the updated
Make use of all our communication tools- electronic web/emails
Look to state/ federal as financial partners (see Go Fetch Dollars below)
Continue legislative outreach on construction funding issues
Managing expectations
Make sure technical / engineering side keeps communications side
updated so facts are accurate
Clear, accurate, timely messages
Anticipate concerns / provide (or at least prepare) info ahead of time
Traffic impact communication
No surprises for local and other officials

5. Grow organization—staff (Grant) — tabled for later discussion

6. Bond Issue (Lioyd)

b.

c.
d.

Get in front of Member Councils / Commissions early
i. NOTE: Make sure dollar amount is firm (or say if moving target) —
avoid unnecessary confusion around dollar amount
Didn’t Cascade just issue bonds?” Develop messaging to inform public /
decision makers around what bonds pay for, etc.
Tie into Ed Board visits—for water
Build on success of last year bond rating

7. Finalize Conservation Plan (Lloyd)

a.
b.
c.

d.

Integrate conservation messaging into overall messaging

Expand messaging to delegation to include conservation components
Coordinate members' messaging for conservation goal setting and public
process (NOTE- assumes Fed Plan development per 1 % hour)

Be prepared—messaging and deployment tactics for when state rolls out
new water efficiency rules

8. Water Quality

Both a long-term and short term communication strategy needed





b. Use tactics mentioned above re: getting photos of successful water
source / recreational lakes elsewhere (see Lake Tapps Purchase above)

9. Demand Management Plan 2007-2010 (John)

B P

2002 2010

Look for additional potential sources of water to use if necessary
Do technical analysis — make sure we have the data right
c. Worst case scenario, Cascade will find itself:

i. Paying premium to buy water from Seattle

ii. Enforcing water restrictions
Conduct public education campaign
e. Don't surprise public / decision makers — let them know what could
happen well in advance
Technical and PA must interface effectively
g. Demand management strategy is different from Conservation strategy
and should not be confused / mixed up. Keep messaging separate

o
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10. Funding: “Go Fetch Dollars”
a. Requires Multi-year (2-3 year) effort / approach
b. Consider a 2007 Legislative request for study/storage
c. Are Cascade Board members available? January — April key dates for
‘being there”
d. Make careful / best use of Board Resources, especially electeds
i. Coordinate Olympia trips with city visits and water districts
ii. Lead time is key for Board members

V. NEXT STEPS (John)
1. Consultant team will compile notes from the retreat
2. Consuitant team will draft a 2007 PA Strategy for committee review /discussion
at the 1/18/07 meeting
3. Document used at Board Retreat as appropriate

NOTE - the 2007 PA Strategy is a work in progress. Some tasks (i.e. Federal and State
legislative agendas / activities) in progress while document is finalized.









