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EXECUTIVE SUMMARY
This audit of Control & Use of Key Water Treatment Supplies was included on the Councilapproved fiscal year (FY) 2013/14 Audit Plan. The objective was to evaluate controls over the
Water Resources Division’s inventory and use of key water treatment supplies, such as
chemicals and granular activated carbon media.
During the past 5 years, the Water Resources Division has spent, on average, about $750,000
for chemicals and $4.5 million for granular activated carbon (GAC) per year. Starting in FY
2012/13, GAC costs were reduced after a GAC regeneration plant was built in Maricopa
County eliminating out-of-state transportation costs. The water treatment portion of these
costs has ranged from 85 to 98% of the total, with wastewater treatment facilities
representing the small remaining portion. Therefore, the scope of this audit was limited to
water treatment chemicals and carbon media.
The Water Resources Division could reduce water treatment chemical costs by taking
advantage of an available multi-agency contract. Based on comparing Scottsdale’s water
treatment chemicals contract rates to those of the multi-agency contract used by several
area cities, Scottsdale might have saved approximately $128,000 annually.
In addition, the City may have underpaid transaction privilege tax during FYs 2011/12 and
2012/13 by an estimated $26,000 for water treatment chemicals that appear taxable. One
chemical that is used to clean the water treatment facility rather than treat the raw water
was handled as a nontaxable transaction.
Further, completeness of daily operation reports, consistent recordkeeping for chemical
orders and deliveries, and an updated procedure manual can help the Water Resources
Division to ensure consistency of internal controls and operational efficiencies.
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BACKGROUND
The City’s water supply comes from surface water, including the Colorado River transported
through the Central Arizona Project canal and the Verde and Salt rivers transported through
the Salt River Project and groundwater from underground aquifers. Using these sources, the
City’s Water Services department, within the Water Resources Division, treats and distributes
approximately 69.5 million gallons of water per day, serving more than 87,500 residential and
commercial connections.
To meet or surpass drinking water standards established by the U. S. Environmental
Protection Agency (EPA), the City’s water treatment facilities use various chemicals and
media to remove solids, taste and odor from and disinfect the raw water prior to storage and
distribution. Figure 1 provides an overview of the water treatment process, while the
specifics vary based on the water source and its treatment needs.

Figure 1. Water Treatment Process

SOURCE: City of Scottsdale 2013 Water Quality Report

Several state and federal agencies have regulatory authority over various aspects of water
quality and treatment and the handling of treatment chemicals necessary for the process, as
shown in Figure 2 on page 4.
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Figure 2. Agencies with Regulatory Oversight Responsibility
U.S. Environmental
Protection Agency

The EPA's Office of Water implemented and oversees the Clean Water Act
and Safe Drinking Water Act, among others.

U.S. Occupational
Safety & Health
Administration

The federal OSHA is responsible for the consistency of hazard
communications to align with the Globally Harmonized System of
Classification and Labeling of Chemicals.

Arizona Department
of Environmental
Quality

ADEQ enforces compliance with water quality standards and certifies
treatment plant operators.

U.S. Department of
Transportation

The federal DOT sets out the rules for transporting hazardous materials,
including certain chemicals delivered to City water treatment facilities,
between states.

Maricopa County
Environmental
Services
Department

The department's Water and Waste Management Division monitors
compliance with the Maricopa County Health Code that governs water
treatment facilities.

SOURCE: Auditor analysis of regulatory agency oversight.

WATER TREATMENT FACILITIES AND PROCESSES
The City’s Central Arizona Project (CAP) plant in north Scottsdale and the Chaparral Water
Treatment Plant (CWTP) in the southern portion of the City treat surface water. The City
operates the Central Groundwater Treatment Facility (CGTF) near Pima and Thomas roads to
treat well-pumped groundwater from the North Indian Bend Wash Superfund area.
These plants apply various chemicals and media during water treatment depending on the
water source and quality, with surface water generally requiring more treatment than
groundwater. In addition, regulatory requirements affect the types and amounts of key water
treatment supplies being used. For example, in July 2012 when EPA revisions to the Safe
Drinking Water Act (SWDA) became effective, requirements for disinfection byproducts (DBPs)
in drinking water became more stringent. In general, entities are now required to produce
potable water that is compliant at each individual sampling location rather than based on a
running annual average of samples for the whole system as previously allowed. As a result,
the Water Resources Division uses more granular activated carbon (GAC) media to meet these
requirements. This carbon media removes organic matter that allows DBP formation. Beyond
the processing required to meet established water quality standards, chemicals and media are
also used to remove odor from water and to improve its taste.
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The City’s Central Arizona Project (CAP) Water Treatment Plant is comprised of 3 plants with
two different processes, as follows:


Conventional treatment process. At CAP plants 1 and 2, a pre-treatment phase adds
sodium hypochlorite bleach (chlorine) to raw water to clear organic particles and
reduce demand for chlorine later in the process. Subsequently, aluminum sulfate
(alum) is added as a primary coagulant to collect small particles, dirt and organics
from the water. Polymer, a secondary coagulant is added to cause larger particles to
flocculate, or form heavy cotton ball-like particles that settle in the basins. The
sludge collection process gathers these particles and the water then moves through
multi-media filters and a GAC contact process that further treats the water.



Membrane treatment process. CAP plant 3 employs a Dissolved Air Flotation (DAF)
System in conjunction with advanced membrane technology. After alum is added to
raw water, the DAF system creates bubbles that attach to particles and cause them to
float to the surface where they are removed and pumped to solar drying beds before
being hauled to a landfill. The water then flows through an advanced membrane
process that includes microfiltration and reverse osmosis to filter the water. This
plant’s membranes are cleaned with citric acid and/or bleach, and then, depending on
the cleaning solution, neutralized with either sodium hydroxide (caustic) or sodium
bisulfite.

The Chaparral Water Treatment Plant (CWTP) utilizes an advanced water treatment process
designed to meet stricter water quality regulations.


Submerged membrane filtration process. Large debris is screened out of raw water at
the SRP source and then smaller screens remove additional debris prior to the water
going through membrane filtration. Either aluminum chlorohydrate (ACH) or ferric
sulfate is added to the membranes as a pre-treatment coagulant and/or arsenic
control. The raw water then goes through the membranes and then a GAC process to
remove disinfection byproduct precursors. After disinfection with chlorine, the water
is stored and then pumped into the water distribution system for use. The separated
solids are sent to plate settlers, where ferric sulfate is added, and processed in
centrifuges. From this process, the extracted treated water is sent to the sanitary
sewer system and the solids to the landfill.

At these two treatment facilities, Plant Operators continuously analyze the water to evaluate
optimal chemical dosing. Many variables, including the raw water source and weather, can
affect the amount of chemicals and GAC treatment needed.
The Central Groundwater Treatment Facility (CGTF) is an EPA-designated
Superfund site the City operates to process contaminated groundwater
and the North Indian Bend Wash participating companies fund.1


Air stripping process. Contaminated groundwater is pumped over
three columns filled with thousands of plastic media that
resemble wiffle balls (see photo). These plastic balls create more
water surface area while pressurized air flowing counter to the
water flow causes the trichloroethylene (TCE) to separate from
the water. The TCE is then sent through and collected in carbon

1

The North Indian Bend Wash participating companies are the parties identified by the EPA in 1981 to
be potentially responsible for causing the contamination of groundwater in the southern part of
Scottsdale.
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contactors. The water, treated to the EPA’s safe drinking water quality standard, is
then held in reservoirs for distribution. The treatment columns and wiffle balls are
cleaned once a year using acid to remove scale and caustic to neutralize the cleaning
solution. Sodium hypochlorite is then used to disinfect the plant.
WATER TREATMENT SUPPLY EXPENDITURES
Over the past 5 years, the Water Resources Division has spent, on average, about $750,000 for
chemicals and $4.5 million for Granular Activated Carbon (GAC) media per year. The water
treatment portion of these costs has ranged from 85 to 98% of the totals, as shown in Figure
3. Besides representing a small portion of total costs, wastewater treatment facilities have
different requirements and processes and, therefore, were not included in the scope of this
audit.
Figure 3. Water and Wastewater Chemical and GAC Media Expenditures
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SOURCE: Auditor analysis of Finance & Accounting reports.
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The GAC media costs represent almost 85% of key water treatment costs. The Chaparral plant
began using GAC in 2006 and CAP started in the spring of 2009, with increased use through
2011. Due to stricter water quality standards, the City’s use of GAC increased more than $3.2
million or 112% from FY 2008/09 to FY 2010/11. However, the Water Resources Division has
been able to substantially reduce the City’s GAC costs beginning in FY 2012/13.
The City paid to reactivate its GAC material to avoid purchasing all new material at each
required changeout. Because regeneration facilities were all located out-of-state,
transportation costs have been a significant component of reactivating GAC media. In FY
2012/13, in participation with the cities of Phoenix and Glendale, Scottsdale established an
agreement with Calgon Carbon Company to construct a regeneration facility in Maricopa
County. The Council Action Report estimated this agreement will reduce the City’s GAC cost
by $2.0 million in the first year.
WATER TREATMENT SUPPLY PROCUREMENT
In FY 2011/12 and FY 2012/13, water treatment chemicals and GAC media were purchased
under 5 different contracts and a sole-source determination.
Almost 80% of water treatment chemicals and media are purchased through a single City
contract that was awarded in August 2009 to multiple vendors. This contract, initially for $2.6
million annually, was awarded for a one year period and renewed for four additional one-year
periods. The contract allows for price escalation with approval of the Purchasing Director,
and the contract’s anticipated fiscal impact had increased to $3.1 million as of April 2013.
One water treatment chemical is purchased through an approved sole-source determination.
Such awards are required to be justified by specific reasons, such as being proprietary to
certain processes or equipment. In this instance, the sole source determination was awarded
due to proprietary nature of the chemical.2
WATER TREATMENT SUPPLY CONTROLS
To help ensure safe handling of
chemical and media supplies, the
Division uses highly visible signs and
color coding. At the point of delivery,
signs identify the specific type of
chemical or supply for designated
pipes, which are also color-coded and labeled. Treatment chemical
storage tanks have signs identifying the specific chemical being
stored. Also, attached meters monitor the volume of chemical
stored in the tanks, and these levels can be read from the plant’s
control room. As well the Division’s SCADA system, which
electronically monitors all water treatment facility operations,
makes this information viewable at other Water Resources sites. 3

2

The Division indicated that the particular chemical is only manufactured to the needed strength (or
percentage) by one vendor.
3
SCADA (supervisory control and data acquisition) is a type of system that monitors and controls
industrial processes. The City’s SCADA system includes all water treatment sites within the City.
Control & Use of Key Water Treatment Supplies
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The Water Resources Division’s Electronic Operations Manual (EOM) documents the
procedures and corresponding internal controls over the security/protection of water
treatment supplies/chemicals stored on-site.
Besides Division specific controls, the City has also established requirements for its Contract
Administrators. In accordance with Administrative Regulation, Contract Administrators are
responsible to ensure vendors comply with terms of their agreements, review and approve
invoices for payment, and maintain files related to the contract. Contract terms also include
controls as the:


Product specifications are precise, and the price and unit measures are defined.



Contractor must comply with all applicable laws, rules and regulations and must hold a
valid state license as applicable.



Products must comply with federal, state and local laws. Specifically, the delivered
chemicals require a certificate of analysis, including the name of the certified
laboratory that performed the analysis.



Vendor must follow safe working practices, such as providing material safety data sheets
for every chemical delivery and ensuring all chemicals conform to National Sanitary
Foundation (NSF) Standard 60 and/or appropriate AWWA/ANSI Standards.4



Bulk shipments must be weighed on scales certified by the U.S. Department of
Transportation or authorized equivalent.



Chemical/supply deliveries must be accompanied by a priced packing slip.

4

The AWWA is the American Water Works Association and the ANSI is the American National Standards
Institute.
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OBJECTIVES, SCOPE, AND METHODOLOGY
The Control & Use of Key Water Treatment Supplies was on the fiscal year (FY) 2013/14 City
Council approved Audit Plan. The objective was to evaluate controls over the Water
Resources Division’s inventory and use of key water treatment supplies, such as chemicals and
granular activated carbon media.
To gain an understanding of the chemicals and media used in the water treatment process,
we toured the City’s Central Arizona Project Treatment Facility, the Chaparral Water
Treatment Plant and the Central Groundwater Treatment Facility. We interviewed various
staff of the Water Resources Division, including a Water Production Manager, Senior
Water/Wastewater Plant Operators, a Senior Chemist, the Enterprise Finance Manager and
the associated Contract Administrators.
We also interviewed Purchasing department staff regarding procedures for procuring
chemicals and other treatment supplies, and a Senior Tax Auditor regarding applicability of
privilege (sales) tax to these purchases. In addition, we contacted purchasing staff of other
Valley cities regarding their cities’ water treatment supply procurement methods and
contracts.
To gain an understanding of regulatory criteria associated with water treatment activities, we
reviewed:


Applicable laws, rules and guidance from federal, state and county entities, including
the U. S. Environmental Protection Agency, U.S. Department of Labor’s Occupational
Safety & Health Administration, U. S. Department of Transportation, Maricopa County
Environmental Services Department, and Arizona Department of Environmental
Quality.



Scottsdale City Code, Council Action Reports and associated Resolutions and
Ordinances related to the water treatment activities.



Contracts and sole-source determinations for water treatment supplies and chemicals.



The City’s Procurement Code.



The City’s Administrative Regulation 215 – Contract Administration.



Arizona Revised Statutes Title 42 – Taxation and Scottsdale Revised Code, Appendix C
– Transaction Privilege & Use Tax Code.

Based on the plant operators performing a key role in use and control of water treatment
chemicals and supplies, we reviewed the professional training certifications required for
water treatment plant operators. In addition, we reviewed the City of Scottsdale’s 2013
Water Quality Report and Water/Wastewater Rate Report FY 2012/13 and related reports by
other auditors.
To evaluate the controls and use of key water treatment supplies, we:


Tested a judgmentally selected sample of paid invoices from various vendors and
contracts for different water treatment chemicals and media to verify that the City
was billed the correct contract rate and that the corresponding payments in the City’s
accounting system matched the accompanying purchase orders and vendor invoices.
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Tested a judgmentally selected sample of the paid invoices to supporting delivery
records (such as delivery manifests, bills of lading, certificates of analysis, and weights
& measures tickets) to verify that the City received the water treatment supplies for
which it paid, and compared bulk tank storage levels from storage/inventory reports
to the corresponding purchases for reasonableness. Because chemical use is ongoing
and the reports are point-in-time, the increased storage levels may not precisely
match purchases but variances were insignificant.



Compared the City’s contract rate for 10 water treatment chemicals purchased during
FY 2011/12 and FY 2012/13 to the other Valley-area cities’ contract rates and
quantified potential savings.



Reviewed a sample of treatment plant operation reports, which were only available
for the CAP and CGTF plants, and tested the reliability of certain data contained in
the reports to evaluate their effectiveness in supply control and use.



Observed chemical and media storage controls at treatment plants to determine
whether the City reasonably secures and protects water treatment chemicals and
consumable supplies.



Reviewed a judgmental sample of 56 paid invoices in FY 2011/12 and FY 2012/13 to
determine whether the City properly paid tax on applicable water treatment
chemicals and supplies based on Arizona Revised Statute §42-5061(A)(39) and
Scottsdale Tax Code Sec. 110. (a)(15).



Verified that plant operators of the water treatment facilities received certifications
through the Arizona Department of Environmental Quality (ADEQ) and meet the City’s
minimum certification requirements for their positions.

The City could reduce water treatment chemical costs by taking advantage of an existing
multi-agency contract. Based on comparison of a multi-agency contract rates to the City’s
rates for 10 water treatment chemicals (using estimated annual quantities from the latest
contract bid), we identified potential savings of approximately $128,000 annually. In addition,
we estimate the City may have underpaid transaction privilege tax by about $26,000 in the
past 2 years on water treatment chemicals that appear taxable. Complete daily operation
reports, consistent recordkeeping of chemical orders and deliveries and an updated procedure
manual can help the Water Resources Division to achieve better internal controls and
operational efficiencies.
We conducted this audit in accordance with generally accepted government auditing
standards as required by Article III, Scottsdale Revised Code §2-117 et seq. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives. Audit work took place from July to September
2013.
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FINDINGS AND ANALYSIS
1. Water Resources might have saved almost $128,000 a year by using a multi-agency
contract for water treatment chemicals.
The Water Resources Division has not been taking advantage of an existing multi-agency
pricing contract for water treatment chemicals that has been in place for several years.
Instead the Water Resources Division procures water treatment chemicals through the
City’s competitive bid process or sole source determinations.
While the City takes advantage of cooperative procurement agreements in many
situations, they have not been used to procure water treatment chemicals. In July 2009,
the City issued an Invitation for Bid for 21 water and wastewater treatment chemicals.
Several vendors were awarded one-year contracts for specific chemicals based on their
bids; the contracts were renewable for 4 additional one-year terms. As these contracts
have been extended each year, they will end in 2013. The Division is currently reviewing
new bids for chemical pricing.
The City of Chandler currently manages the Multi-Agency Water Treatment Chemicals
contract used by several jurisdictions, including Gilbert, Glendale, Mesa, Peoria, Queen
Creek and Tempe. This multi-agency contract has been in place for several years, with
Chandler managing it since 2007 and Tempe for a few years prior. Our comparisons are
based on the most recent, 2011 contract.
Seven of the 10 water treatment chemicals that Scottsdale purchased during FY 2011/12
and FY 2012/13 were available through this multi-agency contract. The multi-agency
contract price per unit was lower for 6 of the 7 applicable chemicals. As shown in Table 2,
we estimated that the Division might have saved approximately $128,000 per year by
using the multi-agency contract for these supplies.
(continued on next page)
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Table 1. Water Treatment Chemical Cost per Unit Comparison
Scottsdale
Contract
Unit Rates

MultiAgency
Contract
Unit Rates

Price
Difference
per Unit

Liquid Aluminum Sulfate

$ 0.15126

$ 0.13387

$ (0.01739)

1,500,000

$

26,085

Sodium Chloride

$ 0.14200

$ 0.05890

$ (0.08310)

300,000

$

24,930

Liquid Chlorine

$ 0.84750

$ 0.54670

$ (0.30080)

80,000

$

24,064

Liquid Chlorine2

$ 0.49250

$ 0.28900

$ (0.20350)

100,000

$

20,350

Liquid Hypochlorite 12.5%

$ 1.25000

$ 1.07000

$ (0.18000)

20,000

$

3,600

Liquid Hypochlorite 12.5%2

$ 1.04000

$ 0.89500

$ (0.14500)

100,000

$

14,500

Liquid Sodium Hydroxide

$ 0.96420

$ 0.91860

$ (0.04560)

200,000

$

9,120

Sodium Bisulfite

$ 1.65000

$ 1.39400

$ (0.25600)

20,000

$

5,120

$ 4.02000

$ 4.26000

$ 0.24000

-

$

-

Chemical

3

Polymer Clarifloc
Total
1

Annual quantities were estimated by management.

2

Bulk Delivery is available at this lower price.

Estimated
Annual
Quantities1

Estimated
Annual
Savings

$ 127,769

3

Scottsdale's contract rate is lower, so it would not be beneficial for the City to buy this chemical using the
multi-agency contract.
SOURCE: Auditor analysis of chemical contracts pricing data.

Recommendation:
The Water Resources Division should work with the Purchasing department to ensure the City
procures water treatment chemicals at the lowest possible cost, including purchasing from
other government entities’ contracts when they are advantageous.

2. Determining privilege and use tax applicability to the City’s water treatment chemicals
will help ensure consistent tax compliance.
Unless specifically exempt, all City purchases are subject to either transaction privilege or
use tax.5 The Water Resources Division and Purchasing department have been responsible for
determining which water treatment supplies qualify for a transaction privilege tax exemption,
while the Finance & Accounting Division identifies when use tax applies. While most
determinations appeared correct, lack of clear guidance for staff has resulted in some
inconsistency. As a result, the determination appears incorrect for at least one chemical.

5

Transaction privilege tax is paid on purchases from in-state vendors. Out-of-state vendors generally do
not charge transaction privilege taxes, so the purchaser would owe use tax.
Page 12

Audit Report No. 1414

Water Resources uses up to 15 separate water treatment chemicals and carbon media
supplies in the water treatment facilities. Depending on how the chemicals are used in the
water treatment process, they may be exempt from transaction privilege or use tax. Stated
generally, chemicals or other supplies that directly contact the raw water to cause or permit
a physical or chemical change as part of the production process are exempt, while those that
are not in direct contact or cause a change are not exempt. For example, liquid chlorine is
used in water purification and would qualify for exemption, while citric acid, which is used as
a membrane cleaning agent, would not be exempt from transaction privilege or use tax.
From review of water treatment chemical invoices paid during the last two fiscal years, it
appears the City has not been paying transaction privilege tax for purchases of sodium
hypochlorite 12.5% (bleach) for the CAP Water Treatment Plant. This bleach is used to clean
the plant’s membranes and would not be exempt from transaction privilege or use tax. The
contract administrator file does not contain documentation to support the tax exemption.
During FY 2011/12 and FY 2012/13, the Water Resources Division spent approximately
$328,000 on sodium hypochlorite for the CAP Water Treatment Plant. Therefore, the City may
have underpaid transaction privilege tax by about $26,000 during these two fiscal years.
Recommendation:
The Water Resources Division should work with the Finance & Accounting Division to verify
which chemicals qualify for a transaction privilege/use tax exemption and ensure the
applicable taxes are paid.

3. Certain procedures can be improved to achieve better internal controls and
operational efficiencies.
Control and use of key water treatment supplies can be improved with the use of complete
daily operation reports, consistent recordkeeping for chemical orders and deliveries, and an
updated procedure manual.
A. Water Resources uses a SCADA system to help monitor and control water treatment
processes, and staff monitor SCADA data using various operational reports that were
developed in-house. For example, the Daily Operating Report provides a snapshot of
plant operations, such as water flow, temperature, levels, and humidity, and the
Storage/Inventory Report measures the volume of chemicals stored on-site. Historical
data from these reports can be used for management decisions, forecasting future
quantities and ensuring cost-effective ordering.
However, operation reports have not been developed for the Chaparral Water
Treatment Plant since it was built 6 years ago. Further, existing reports for the CAP
Water Treatment Plant and the Central Groundwater Treatment Facility do not include
all water treatment chemicals maintained on-site. In addition, these existing reports
list outdated target ranges for various chemical levels. As newer equipment with
different acceptable targeted ranges and updated operating methods has been
implemented, the reports have not been updated.
B. Based on a review of a selected sample of invoices, chemical order logs and delivery
documents were not consistently prepared or retained. One plant does not prepare
chemical order logs, and at the other two plants, the logs were sometimes not
complete. As well, some required delivery documents, such as certificates of analysis,
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were occasionally not retained. For example, the required bills of lading were not
available for 4 of 17 tested chemical deliveries. Also, a certificate of analysis was not
available for 9 of 13 applicable deliveries.
Tracking chemical orders and deliveries and then reconciling these records to
receiving records such as the vendor’s priced invoice with an approved purchase order,
certificates of analysis and delivery weight manifests can provide assurance that the
City is paying for only the supplies it ordered, receives the quantities ordered, and is
charged the correct contract rates.
C. Documented policies and procedures serve as an effective internal control when they
are complete, accurate and current. The Division’s Electronic Operations Manual
(EOM) for the water treatment plants is not current. For example, current water
treatment processes have changed over the years and some chemicals currently being
used are not addressed in the EOM. For the chemicals that are addressed in the EOM,
detailed procedures provide clear guidance to plant operators on appropriate chemical
supply levels and proper receiving and handling safeguards.
Recommendation:
The Water Resources Division should ensure that:
A. Daily Operations and Storage/Inventory reports are developed, complete and up-todate for all facilities.
B. Plant records of chemical orders and deliveries are consistently maintained along with
required delivery documents to provide support for payment of vendor invoices.
C. The Electronic Operations Manual is updated to reflect accurate, complete and
current guidance and procedures.
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MANAGEMENT ACTION PLAN
1. Water Resources might have saved almost $128,000 a year by using a multi-agency
contract for water treatment chemicals.
Recommendation:
The Water Resources Division should work with the Purchasing department to ensure the
City procures water treatment chemicals at the lowest possible cost, including purchasing
from other government entities’ contracts when they are advantageous.

MANAGEMENT RESPONSE: Agree
PROPOSED RESOLUTION:

The Water Resources Division will work with the Purchasing
Division to utilize the multi-agency chemical contracts wherever appropriate, comparing
existing contract pricing, delivery volumes, and chemical strengths, to ensure the lowest
possible costs for chemicals used at treatment facilities.

RESPONSIBLE PARTY: Chris Mitchell, Water Services Director
COMPLETED BY: April 30, 2014
2. Determining privilege and use tax applicability to the City’s water treatment chemicals
will help ensure consistent tax compliance.
Recommendation(s):
The Water Resources Division should work with the Finance & Accounting Division to verify
which chemicals qualify for a transaction privilege/use tax exemption and ensure
applicable taxes are paid.

MANAGEMENT RESPONSE: Agree
PROPOSED RESOLUTION: The Water Resources Division in cooperation with the Finance &
Accounting Division will work to develop a method to identify uses of chemicals and estimate
the percentage of chemicals that qualify for transaction privilege / use tax exemption to
ensure that applicable taxes are paid.

RESPONSIBLE PARTY:

Dave Petty, Water Resources Administrator, and Gina Kirklin,
Enterprise Finance Manager

COMPLETED BY: April 30, 2014
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3. Certain procedures can be improved to achieve better internal controls and
operational efficiencies.
Recommendation(s):
The Water Resources Division should ensure that:
A. Daily Operations and Storage/Inventory reports are developed, complete and up-todate for all facilities.
B. Plant records of chemical orders and deliveries are consistently maintained along
with required delivery documents to provide support for payment of vendor invoices.
C. The Electronic Operations Manual is updated to reflect accurate, complete and
current guidance and procedures.

MANAGEMENT RESPONSE: Agree
PROPOSED RESOLUTION:

The Water Resources Division will complete and update the
remaining operations, chemical and storage reports for the treatment facilities. Additionally
the Division will implement a standard operating procedure (SOP) for the ordering, delivering
and handling of all chemicals and the documentation of records. This SOP will emphasize
consistency in records retention and standardize procedures for all treatment facilities. Upon
completion and approval of the SOP, Water Resources will update the Electronic Operations
Manual to reflect the changes.

RESPONSIBLE PARTY: Dave Petty, Water Resources Administrator, and Chris Mitchell, Water
Services Director

COMPLETED BY: February 28, 2014
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