SHASTA LAFCO

Report to the Shasta LAFCO Executive Committee
From: Jan Lopez, Executive Officer

Meeting Date:  January 8, 2015

Agenda ltem#: 5.b. 4)

Subject: Cost Comparison of Independent Contractor vs. Contract Employee
(Information only)

Background

In 2013 the Commission issued a Request for Proposals (RFP) for executive officer services, due to be
submitted to LAFCO by August 30, 2013. On October 26, 2013, the Commission accepted the current
contract to produce in-house the remaining SOI/MSR Updates for the local agencies under its
jurisdiction, and to provide executive officer duties for the Commission. This report provides an
analysis of how the Commission’s decision to use an independent contractor executive officer (EO)
may have benefited the Commission and the agencies it supports.

The contract Scope of Work included with the RFP completion of the remaining SOI/MSR studies,
estimated at first to be 27 of a total of 39 agencies, and a number of other desired services. Twelve
SOl studies were adopted by the Commission previous to the current EO contract. The actual total
number of agencies in Shasta County, however, came to 63, and the SOI/MSR studies that remained
to be completed totaled 51 local agencies; 24 more agencies than anticipated by the RFP.

Now, as we are at the end of this fifteen month term, a report comparing actual and proposed costs
of this work is appropriate. During a ten month period of hearings (March thru December 2014) in
accordance to the provisions of a settlement agreement, the Commission received from its consulting
EO SOI/MSR Update reports for a total of 51 local agencies (including the three cities) for their review
and approval. The last hearing held under this constraint occurred on December 18, 2014.

Discussion

During the RFP process, the Commission received a number of responses, with varying hourly rates
and proposed work. Some included the cost of doing the SOI/MSR Updates, and others did not,
applying only for the cost of providing executive officer services.

For the purpose of this analysis, only the hourly rates proposed (or calculated) are used in order to
create a level foundation for comparison. In the same manner, the Available Revenues are limited to
the amount currently received from local agencies by LAFCO in support of its operations ($186,000).
The available revenues are also calculated by fiscal year or portion thereof: one fiscal year (12
months); 1.25 fiscal years (15 months), and 1.5 fiscal years (18 months).

The attached table “Shasta LAFCO Cost Comparison of Independent Contractor(s) vs. Contract

Employee” demonstrates the result of the Commission’s determination to switch from a contract
employee to an independent contractor to serve as its executive officer. It covers both the current
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EO contract projected expenses and the estimated total expenses of a contract employee as EO. The
remaining three categories reflect the hourly rate proposed by independent contractors in response
to the RFP.

The primary work of the RFP was to conclude the remaining SOI/MSR studies and thus meet the
deadline assigned in the settlement agreement. The majority of RFP respondents did offer executive
officer services (a secondary level of work), but did not provide a plan for accomplishing this SOI/MSR
work, and therefore could reasonably be expected to present an estimate of additional costs to
conduct the primary work at some future date. One respondent provided a plan and schedule for
accomplishing the primary work as outlined in the RFP.

Conclusion

Analysis of these projected expenses does demonstrate that use of an independent contractor for
executive officer services is considerably less expensive than use of a contract employee, particularly
where benefits are negotiated for the employee contract. Independent consultants will have varying
hourly rates, and their RFPs should be closely evaluated when reviewed, against the actual available
revenues budgeted for those services.

The current 15-month contract has required an estimated 34% of total available revenues while
staying within the adopted budget, thus freeing the remaining revenues to cover a number of
extraordinary unanticipated expenses that emerged over the past fifteen months of this contract.

In contrast, the contract employee expenses were 107% of revenues, exceeding the available LAFCO
revenues by 7% and resulting in a deficit of approximately $13,680 remaining for normal operating
expenses. The extraordinary unanticipated expenses that became apparent, including examination of
the Commission’s financial records and the costs of a class-action lawsuit filed against the
Commission for non-performance of state-mandated studies, were partially balanced by previously
unidentified revenues in excess of $90,000 found during an audit in an investment account.

Recommendation

The term of the current executive officer contract soon concludes. At the time appropriate the
Commission is recommended to include this analysis when reviewing the current or amended contract
for these services.

Attachments:
e Shasta LAFCO Cost Comparison of Independent Contractor(s) vs. Contract Employee
e Final Hearing Schedule: Shasta LAFCO SOI/MSR Updates December 19, 2014
e “Attachment A” Completion Target Schedule as of June 2013 from Contract
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