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COMMITTEE AGENDA MEMORANDUM
Board Audit Committee

SUBJECT: ..title
Receive an Update on the Status of the Pacheco Reservoir Expansion Fact-Finding Investigation.

RECOMMENDATION: ..Recommendation

A. Receive an update on the status of the Pacheco Reservoir Expansion fact-finding
investigation; and

B. Approve direction to staff to provide results of the fact-finding to the full Board of Directors.

SUMMARY:
The Board Audit Committee (BAC) was established by the Santa Clara Valley Water District Board of
Directors (Board) to identify potential areas for audit and audit priorities, and to review, update, plan,
and coordinate execution of Board audits.

At its February 17, 2021 meeting, based on direction from the full Board, the BAC approved an
update to the BAC Work Plan to include an audit of the Pacheco Reservoir Expansion Project,
specifically to understand the timeline associated with cost increases during the exploratory phase of
the effort. At its March 17, 2021 meeting, the BAC expressed a preference that the review be
conducted by legal firm instead of an audit firm.  At the May 26, 2021 meeting, Legal counsel clarified
that the effort being conducted is a “fact-finding investigation” not to be confused with an “audit.”

A list of issues to be addressed in the fact-finding was developed based upon District Counsel Office
interviews with members of Valley Water’s Water Storage Exploratory Committee, since that was the
body that originally brought concerns to the attention of the Board.  The District Counsel’s Office
ultimately retained attorney Cepideh Roufougar from San Francisco’s Jackson Lewis, P.C. to conduct
the fact-finding.

Ms. Roufougar is an experienced investigator in a wide variety of matters for public entities.  Ms.
Roufougar’s role was not to perform any technical evaluation of project cost escalations or to
evaluate whether the escalators were or were not supported by sound engineering principles. The
fact-finding, instead, focused on when certain cost information was known and by whom.  The fact-
finding included interviews with elected officials, interviews with current and former Valley Water
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employees, and the review of records related to the Pacheco Reservoir Expansion Project.

The fact-finding has now been concluded.  An Executive Summary outlining Ms. Roufougar’s efforts
and her conclusions is attached hereto as Attachment-1.  As noted in the Executive Summary, Ms.
Roufougar made the following overarching determination:

The investigator did not find sufficient evidence to conclude that staff withheld information about the
cost escalations for the Pacheco Project for a nefarious reason. Instead, the investigator finds that the
project was proceeding on simultaneous tracks, with costing estimates needing to be prepared for
funding opportunities prior to completion of the geotechnical analysis. As a result, a more complete
picture of the costs of the project was not known until late summer or early fall in 2020. At that time,
final calculations were performed and it was determined that the cost of the project would be
approximately 2.2 billion, increasing to $2.5B after considering inflation. Upon learning that the
feasibility study submitted to Reclamation had been rejected, District staff took steps to share the costs
of the project based on completed geotechnical analysis, and alternative options, with the Water
Storage Committee (in December of 2020), and then with the full Board (in January of 2021).
(Attachment 1, p. 5.)

Staff will be prepared to address any questions regarding the Executive Summary and the underlying
fact-finding.

Formal direction is requested from the BAC regarding how and when to report on the results of the
fact-finding to the full Board of Directors.

ATTACHMENTS:
Attachment 1:  Executive Summary Pacheco Expansion Project

UNCLASSIFIED MANAGER: ..Manager

Brian Hopper, 408-630-2765
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