Memorandum

Auditor-Controller Department
County of Placer

TO: Board of Supervisors -

FRCM: Katherine J. Marinis, Auditor-Controller J.,_/lh
I

DATE: May 12, 2009 ’

SUBJECT: AFP No. 9881, Gounlywide Audit Services - Award and Contract Recommenclation

ACTION REQUESTED

Award REP Mo, 9881 to Macias, Gini & O'Connell, CPAs, of Sacramento, CA: authonze stafl (o negotiate
and enter inlg a contracl in an amount not 1 exceed $543,317.00; and, authorize the Auditor-Controfler to
sign the resulting contract.

BACKGROUND

At the request of the Placer County Auditer-Conlroller, RFP No. 9831 solicited proposals from qualified
firms to pedorm the annual Countywide audits for the Placer County Auditor-Contreller, in accordance
with auditing standards generally accepted in the Urniled Siates ol America and as included in the
Statements of Auditng Standards, published by the American Institute of Certified Puklic Accountants,
Gavernment Auditing Standards, published by the Comptroller General of the United States, Office of
Managertert and Budgel (OMB) Circular A-133, Audils of Stales, Local Governments and Non-Profit
fnstitutions, California Government Code Section 25250, Calfornia Penal Code Section 925, and other
applicable laws and regulations as stated in the reguest for propasal.

Notices werg mailed to Twenty (20) auditing firms.  Five {5) proposals were submitted by the advertised
deadhne. A 5-member evaluation panel representing the Auditor-Controller's Office, the TreasurenTax
Collectar's Oflice, the Health and Human Services Cepartmenl, the Facility Services Department, and the
Redevelopment Agency reviewed the propesals, and rated each finn on their specialized experience,
qualifications, familiarity with associated issues, methodelogy and proposed project approach. The panel
concluded that the proposal submitted by Macias, Gini & O'Connell was most advantagecus, considering
the evaluation factors set forth in the Request for Propesals. The conlract will be for a three (3} year
periad with options 1o renew for two {2) additional one (1) year periods, wilh a not-to-exceed of five (5)
consecutive years. The inilizl contract period will be from the date of award through June 30, 2012,

FISCAL IMPACT

The imitial contragtual commutment resulting from this recommendation will total $175,780.00 in FY03/10,
$181,053.00 in FY19/11, $185,484 .00 in FY11/12 for a not to exceed tolal of $543.317.00. The Auditor-
Cantroller's Office is adequately funded for these ongaing services.

Attachment

Scone of Work rom AFP No. 9881, Audit of Annual Financial Slatements

ce! Jim Boggan, Purchasing Manager

A



84-15-"89 03:52 FROM-RISK MANAGEMENT 5308862643 T-757 Ped1/901 E-543
o g b (W

CONTRACT REVIEW

CONTACT THE DIVISION OF RISK. MANAGEMENT WITH ANY QUESTIONS
Phone: {530) 8862600  Fax: (530) B86-2609

Te:  Jim Kotey From: Lynn Yoshida
Dept: CEO Annex/Hisk Management Dept.: Auditer-Controller
Phone: {530) 836-2647 | Phane: 530-885-41828
Fax: (530) 886-2609 : Fax; 530LA89.4131

Date: ¥ ofpages:

PLEASE ATTACH A COPY OF THE ENTIRE CONTRACT
AND PROVIDE THE FCLLOWING:

SUBIECT OF CONTRACT:

Annual Audit

SUBMITTED BY: Lynn Yoshida CONTACT PERSON,
(Dept/Div.) EXT.: 4188

» Hold Hammnless Language is located on  PAGE(S)

= TInsurance Language 19 tocated on PAGE(S)

0 Other sections to be reviewed are on - PAGE(S)
(Altach additional pages if needed)

—= FOR RISK MANAGEMENT USE ONLY —

Date Submitted: L\IIS‘EJ}:Z Oq IL‘L'&

Date Rc.‘."lt\i'-'td

O Revisions Required and Noted.
Reyubmit Revised Conrract to RM&T.

proved. Mo Revisions.

Comments:

¥ Dute returped: ‘-/’:'5/0?
¥ By:

:w—n(,ll > Profile # =
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Admmistering Agency: Placer County Auditor Controller

Conlract No,

Contract Description: County-wide Audit Services

CONTRACTOR SERVICES AGREEMENT

THiS AGREEMENT 15 madc at Auburn, Califomia, as of May 13, 2009, by and between the County of
Placer, ("County™), and Macias, Gini & O'Connell ur ("Contractor™), who agree as follows:

1. Term. This agreement shall commenee on May 15, 2000 and expire on June 30; 2012, This agrcement
may be renewed for two (2) additional years as specified in Exhibit A,

2 Services. Subject 1o the terms and conditions set forth n this Agreement, Contractor shall provide the
services desenibed in Exhibit A, Contractor shall provide said services at the time, place, and in the
manner specified in Exiubit A,

3 Payment. County shall pay Contractor lor services rendered pursuant to this Agreement at the time and
in the amount setl forth in Exhibit B. The payment specified in Exhibit B shall be the only payment
made 10 Contractor for services rendercd pursuant to this Agreement, Contractor shall submit all
tullings for said services to County in the mamer specified in Fxhibit B; or, if nc manner be specified
in Exhibit B, then according to the usual and customary procedures which Contractor uses for billiny
chients simuiar 10 County. The amount ol the contract shall not exceed Five hundred forty-three
thousand three hundred seventeen dollars and no cents ($543,317.00).

4, Facilities, Eguipment and Other Materials, and Obligations of County.  Unless otherwise specified in
Exfubat C, Contractor shali, at its sole cost and expense, furnish all facilities, equipment, and olher
materials which may be required for {furnishing services pursuant to this Agreement.

5. Exhibits.  All exhibits referred (o herein will be attached hereto and by this reference incorporated
herein,
6, Time for Performance.  Time is of the essence. Fatlure of Contractor 1o perforn any services within

the nme limits set forth in Extubit A shal] constitute matenial breach of this contract.

7. Independent Contractor. At all tunes during the term of this Agreement, Contractor shall be an
independent Contractor and shall not be an employee of the County. County shall have the righi 1o
control Contraclor only insofar as the results of Contractor's services rendered pursuant (o this
Apreement. County shall not have the right to control the means by which Contractor accomplishes
scrvices rendered pursuant to this Agreement.

i Licenses, Penmits, Ete. Contractor represents and warrants to County that it has all lcenses, permits,
qualifications, and approvals of whatsocver nature, which are legally required for Contractar to practice
its profession. Contraclor represents and warrants (o County that Contractor shall, al it sole cost and
expense, keep in effect or obtain at all times during the term of this Agreement, any licenses, pernuts,
and approvals which are legally reawired for Coniracior 10 practice its profession at the time the serviges
are perlonmed.

9. Time. Contracior shall devote such time 10 the performance of services pursuant to this Agreoment as
may be reasonably necessary for the sausfactory performance of Contracior’s obligations pursuant (o
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this Agreement. Neirther party shall be considered in defavlt of this Agreement to the extent
performance is prevented or delaved by any cause, present or future, which is beyond the reasonable
contral of the partty.

Hold Harmless And Indemnification Agreement. At all times during the performance of this agreement,
Contractor agrees to proteet, defend, and indemnify County in accordance with the provisions
contained in Exhibit D,

Insyrance.  Contractor shall file with County concurrently herewith a Certificate of [nsurance, i’
companies acceplable to County, with a Best's Rating of no less than A:VII, for the coverage shown in
Exhibit 12, All costs of complying with these insurance requirements shall be included in Contractor’s
feeis). These costs shall not be considered a “reimbursable™ expense under any circumstances.

Contractor Not Agent. Exeept as County may specify in writing Contractor shall have ne authority,
express or imphed, to act on bebalf of County in any capacity whatsoever a5 an agent. Contractor shall
have no authority, cxpress or imphied pursuant 10 this Agreement to Bind Coundy to any obligauon
whatsgever,

Assigniment Prohibited. Coniractor may assign its rights and obligations under this Agreement only
upon the prior written approval of County, said approval to be in the sole discretion of County.

Personnel.

A. Contractor shall assign only competent personnel to perform services pursuant (o this
Agreement. [n the evenl that County, in its sole discretion, at any time during the term of this
Agreemend, desires (he removal of any person or persons assigned by Contraclor 1o perform
services pursuant to this Agreement, including those members of the Project Team as explained
below, Contractor shall remove any such person rmmedialely upon receiving notice from
County of the desire of County for removal of such persen or persons.

B. Notwithstanding the foregoing, if specific persons are designated as the “Project Team” in
Exhibil A, Contractor agrees to perform the work under this agreement with those individuals
identified. Reassignment or substitution ol individuals or subcontractors named it the Project
Team by Contractor without the prior written consent of County shall be grounds for
cancellation of the apreement by County, and pavment shall be made pursuant to Section 15
(Termination) of this Aprcement only tor that work performed by Project Team members.

Standard of Performance. Conlractor shall perform all services reguired pursuant to this Agreement in
the manner and according to the standards observed by a competent practitioner of the profession in
which Contractor is engaged in the geographical area in which Contractor practices its profession. All
products of whatsocver nature which Contracior delivers to County pursuant 1o this Agreement shall be
prepared n a substantial first class and workmanlike manner and conform to the standards or quality
normally observed by aperson practicing in Contractor's profession.

A Counly shall have the right to termirate this Agreement at any hme by giving notice in wriling
of such termination lo Contractor. In the event County shall give notice of termination,
Contractor shall immediately cease rendering service upon receipt of such written notice,
pursuant to this Agreement. In the event County shall lerminate this Agreement:

1) Contractor shall deliver copies of all writings preparcd by it pursuant to this
Agrecment. The term "writings” shall be construed 1o mean and include: handwrinng,
typewTtiting, printing, Photostatting, photographing. and every other imcans of recording
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upon any tangible thing any farm of conmmunication or representation, including leters,
words, pictures, sounds, or symbols, ot combinations thereof,

2) County shall have full ownership and control of all such writings delivered by
Contractlor pursuant to this A greement.

3} County shall pay Contraclor the reasonable value of services rendered hy Contractor ta
the date of tenmination pursuant 1o this Agreement not to exceed the amount
documented by Contractor and approved by County as work accomplished 1o date;
provided, however, that in no event shall any payment hereunder exceed the amount of
the agrecment specified in Exhibit B, and further provided. however, County shall not
in any manner be hable lor lost profits which might have been made by Contractor had
Contractor completed the services required by this Agreement, In this regard,
Contracior shall furnish to County such financtal mformation as in the judgment of the
County is neeessary lo determine the reasonable value of the services rendered by
Contractor. The foregoing is cumulative and does imot affect any right or remedy.
which County may have in law or cqmity.

B. Contractor may lerminate its services under this Agrecment upon thirty- (30) working days’
advance wrilten notice to the County. Contractor shall deliver to County copies of ail writings
Contractor prepared up {o the date of termmation,

Non-Discrirnation. Contractor shall not discriminate in its employment practices because of race,
religious creed, color, nutional origin, ancestry, physical disability, mental disability, medical condition,
marital status, sex, age, or sexual orientation in contravention of the California Iair Employment and
Housmmg Act, Government Code scction 12900 et seq.

Records. Contractor shall maintain, at all times. complete detailed records with regard to work
performed under this agresment in a form acceptable to County, and County shall have the right to
inspect such records at any reasgnable time. Neotwithstanding any other terms of this agreement, no
payments shall be made 1o Contractor unti] County is sausfied that work of such value has been
rendered pursuant to this agresinent. Hewever, County shall not unreasonably withhold payment and,
iTa dispute exists, the withheld payment shall be proportional only to the item in dispule.

Ownership of Information. All professional and technical information developed under this Agreement
and all work sheets, reports, and related data shall become the property of County, and Contraclor
agrecs to deliver reproductble copics of such documents to County on completion of the services
hereunder. The County agrees to indemnify and hold Contractor harmless from any claim arising out of
reuse of the inlormation for other than this project.

Waiver. One or more wajvers by one party of any major or minot breach or default of any provision,
term, condition, or covenant of this Aprecment shall nol operate as a waiver of any subsequent breach
or default by the other party.

Conflict of Intercst. Contractor certifies that no official or employec of the Counly, nor any
business entity in which an official of the County has an interest, has been employed or retamned to
solicit or aid in the procuning of this agreemenl. In addition, Contractor agrees that no such person will
he employed in the perfarmance of this agreement withoul immediately notifving the County,

Entirety of Agreement. This Agreement conlains the entire agrecment of County and Contractor with
respect 1o the subject matter hereof, and no other agreement, statement, or promise madc by any parly,
or lo any employee, officer or agent of any party, which 1s not comtained in this Agreement. shall be
binding or valid.

—
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heration. No waiver, alteration, modification, or termination of this Agreement shall be valid
unlcss made in writing and signed by all partics, except as expressly provided in Section 15,
Termmation.

Governing Law, This Agreement 1s execuled and intended to be performed in the State of Cabfornia,
and the laws of that State shall govern its interpretation and effect. Any legal proceedings regarding this
agreement initially shall be brought under the jurisdiction of the Superior Court of the County of Placer,
State of California. Each party waives any federal court removal andfor original jurisdiction rights it
may have,

Noufication,  Any notice or demand desired or required to be given hereunder shall be in writing and
deemed given when personally delivered or deposited in the mail, postage prepaid, and addressed to the
parties as follows:

CCOUNTY OF PLACER: CONTRACTOR:
Placer County Auditor-Controller Macias, (ini & O°Conngl] LLP
Amn Andrew Sisk Attn: Richard Green
2970 Richardson Dr. JON0 S Street, Suite 300
Aubum, CA 95602 Sacramenta, A 93816
Phone:  530-889-4152 Phong:  916-928-4600
Fax: 530-BR0-4163 Fax: G16-928.2755

Any notice so delivered personally shall be deemed to be received on the date of delivery, and any
notice matled shall be deemed to be received five (8) days after the date en which 11 was matled,

Al



Executed as of the day first above stated:

COUNTY O PLACER

By

Frinted NameTile:

Approved As to Form — County Counsel:

By:

CONTRACTOR - *

By:

Name:

Title:  Fartner

By

-

Name;

Title:  Secretary

*f Contractor is a corporation, this agreement must be signed by two corporare officers, one of
which must be the seeretary of the corporation, and the other may be either the President or
Viee President, unless an authenticated corporate vesolution is attached delegaring authority 1o
a single officer or other officers to bind the corporation.

Exhibits

A. Scope of Work

B. Payment for Services Rendercd

C. Facilities, Equipment and Gther Obligations of County
D, Hotd Harmless Agreement and Insurance Requiremetits



EXHIBIT A

SCOPE OF SERVICES

Contractor shall provide the services described in Request for Proposal No. 9881 and in the Contractlor’s
response 10 RFP 9881, which are attached to this Exhibit A and hereby incomorated as the scope of work
for this Agreement. In the case of conflict between these two documents, the REP shall prevail.

Page 1 of Exhibit A

to Caontractor Services Agrecment 4{3



EXHIBITB

PAYMENT FOR SERVICES RENDERED

Pricing for ail reports per individual fiscal year shall not exceed:
FY2009 Audie - 5173780 FY2Z(010 Audic - $181,033 FYZ(H 1 Audit - $186,484

Compensation for the conduct of the work will be paid upon review and approval of involces received
from the Contractor by the Auditor-Controller’s Office.  Invoices must be substantiated with detailed
iemization related to the specific project being billed {as identificd tn Section 3.0 of the RFF), actual
dates of the billiug period, 1otal bours expended by chassificauon of stall muttphied by the hourly billing
rales as set forth in Section 10.2, Tab E,

Each invoice submined, when approved by the Auditor-Controlier's Office, will be paid at a rate of 90%.
The remaiping 10% rewined will be pad upon submittal and approval of a final invoice afier the
associated report and management letter, ff applicable, have been received and accepted by the County.

Inveices shall be submitted to County m a form and with sufficient detail as regquited by County, Woark
performed by Contractor will be subject w {inal accepiance by the County Auditor-Controller.

Submit all invoaces1or Placer Coonty Auditor-Controller
Attn: Andrew Sisk
2970 Richardson Blvd.
Aabum, CA 93603

The County shall make payimen to Contractor within thuty (30)) days afier a commect invoice 15 recerved and
approved by County.

Page | of Exhibit B

to Contracior Services Agreement : i ,'q



EXHIBIT C

FACILITIES, EQUIPMENT. AND OTHER
MATERIALS, AND GBLIGATIONS OF COUNTY

Prelinmnary o, and throughout the engagement, the County will make avalable support persannel to
provide assistance for tasks such as identifying focations of required records and supporting information,
providing client prepared supporting schedules, preparing confirmations and such other tasks that will
serve to expedite the conduct of the audit as deeined reasonable and necessary by the County.

The Auvditor-Controller’s Office-will prepare or oversee the preparation of the financial statements and
related footnotes for the CAFR, Redevelopment Agency, Flood Caontrol District, Air Pellution Conirol
District, First 5§ Commission, Western Placer Waste Management Authority, Golden Sierra Job Training
Agency and the TART Enterprise Fund. The Auduor-Controller’s Office will also provide the Contragior
with adjusted wial balances trom the County’s PAS financial accounting system.

The Auditor-Controller’s Office, with cooperation from other County departments, will prepare and
provide the contractor a draft of the schedule of expenditures of federad awards Jo connection with the
Single Audit, including notes and supplemental schedules.

The County will provide reasonable office space. desks, tables, chairs, phones and access to fax and copy
machines while the Contractor is performing the services under this REP.

The Awnditor-Conuroller’s Gifice will coordinate with the Contractor 10 provide reasonable and necessary
access to the County’s PAS financial accounting system while the Contractor is cenducting fieldwork.

Page | of Exhilat C
1o Contractor Services Agreemeni



EXHIBIT D

HOLD HARMLESS AGREEMENT
AND INSURANCE REQUIREMENTS

f. HOLD HARMLESS AND INDEMNIFICATION AGREEMENT

The CONTRACTOR herehy agress to protest, defend. indemnify. and bold PLACER COURNTY frev and harmless rom
any and all losscs, claims, liens, demands, and causes of actiem of every kind and character including, bot not limiled to.
the amounis of judgments, penaltes, interest, court costs, legal fees, and all other expenses incureed by PLACER
COUNTY ansing in laver of any party. including claimy, hens, debts, personal inguries, death, or damages 1o properly
{including employees or property of the COUNTY) and withoul iimitation by enemesation, all ather ¢laine or demands of
cvery characier ocowring o1 in any way incident o, 0 connecuon with or anising dircely or indirectly o of, the contract
vr gereement. CONTRACTOR wgrees to mvestizawe, handle, respond w. provide defense for, and defend any such clasms,
demand, or sult al the sole expense of the CONTRACTOR. CONTRACTOR also agrees w bear all other coss and
expenses related thereto, even il the elaim or clais alleped are proundless. false. or fraudulent. This provision is not
intended o ereate any cause of action tn faver of any third party against CONTRACTOR or the COUNTTY or o enlarse in
any way the CONTRACTOR'S liabitiy bt 13 intended solely to provide for indemmblication of PLACER COUNTY lrom
lability {or damages or injuries o third persons or property arising from CONTRACTOR'S perfonmance pursuznt to this
CONITACL (0 AMEESOL,

As uwaed above, the teem PLACER COUNTY wmeans Placer County or its officers, agents, emplioyees. and «olunteers.
2 INSURANCE:

CONTRACTOR, shall file wuth COUNTY concurrenily hesewith o Certiticale of Insurance, in companies acceptable 1
COUNTY. with a Best's Roting of no less than AV showing.

3 WORKER'S COMPENSATICN ANDEMPLOYERS LIABIITY INSURANCE:

A, Workers Compensaion Insurancs shall be provided as reguired by any applicable e or regulaion, Emplover's
liabshiy nsurance shall be provided in amounts oot less dan one moflion dottars G 000000 cactr accident Tor
bohly injury by accident, one million dollars {$LOKKLO00Y policy limin foc bodily injury By disease, aod ane nliion
dolars (SO each employee for bodily injury by diseasce,

Ifthere s an exposure of mjury 0 CONTRACTOR'S einployees ander the LS. Longsharemen's and Harbor
Worker's Compensation At the Jones Act, or under laws, regulations. or s1arules applicable 1 magitinw
empioyees, eoverage shall be mcluded {or such injores or ¢laims,

Each Worker's Componsation policy shall be endoried with the tolluwing specitic lanpuagpe:

Cancellatinon Motice - "This podicy shadl net be canceled or materially chuneed wibiou Qirgt giving thiny
(30 days prior wotlen nuiice (o the County of Placer”

B, CONTRACTOR shall require all SUBCONTRACTORS w maintain adeguate Workers Compensation insucance.
Certificates of Workers' Compensation shall be iled forthwith with the County upeon demand.

C. W CONTRACTOR 35 a sole proprietor anc/or has no employees, Worker's Compensation Insurance 1s ol cequired.
Bowever, CONTRACTOR shail provide a writlen statement attesting w ahis fac1, and shall lucther aesee that they
have o vights. enitlements or claim against COUNTY for any type of emplovmem beneiins or workees”
compensation or other piograms afforded o COUNTY employees.

4. CGENERATL LIABILTTY [INSLRANCE:

A Comprehensive General Liability or Comniercial General Liabibity msurience covering all operauons by of on
behalf of CONTRACTOR. providing insurance for bodily injury labibty and property damage Labilite for the
lirmats of liakiluy indicsted below and including coverage for

(1) Contractual liabikity insuring the abligations assurmed by CONTRACTOR i this Agrecment . /}9 /

T | oo ol T



E. Chne ol the Tollowing form s requared:

iy Comaprelensive General Liabilive:
(L] Commercial General Liahility (Occumence): or
(3 Corminercial General Liabibiry (Claims Made),
. IF CONTRACTOR carries a Comprehensive General Liabiiny polics, the Innits of haluhity shall not be less than

a Combined Single Limir for hodily imjury, property damage. and Personal Injury Liability of:

—One millien dollas (510K L00) agereeate
I3 IMCONTRACTOR carvies a Comnnercial General Liability (Occurrence? policy:
{1 The limiis of Habiliy shal) pet be less than,

—=One millwon dollacs (100000617 cach ccemrence foombined single Thrit For bodily isjury and
propery dwnage)

—COne wilhon dollars (510000008 Tor Products-Completed Chperatons

—=One million dollars (51 000,0000 General Agzrepats

{2 1§ the policy does nothaee an endorsement providing that the General Aggregate Limnie applics
separately. or st defense cosis are included e aggrezate linit, \ben iz required ageregate limits
hall be tweor million dollars {52,000.0007, :

L. Special Claims Made Policy Form Provisions:

CONTRACTOR shail nor provide o Cosnreercial General Liabaliy (Claims Maded palicy witheut the exprass
prior written consent of COUNTY. which consent, if given, shall be subtect 1o the following conditions:

0 The Tiraits of liability shall net be less than:

= One milfion dollars (5000 (I each occurmence (comnned single linm for budily inury and
property damage)

—Une rullion dellars (510000000 agereaaie tor Products Completed Operations

~+(Ine nulbon doliars ($ 1 000,000) General Apgrezaw

(2] The insurance coverage provided by CONTRACTOR shall comain language provading coverage up Lo
six (6} roaths following the edmpletion of the contract in order o provide msurance coverage for the
hold harmless provisions heeein i the podicy s a clams-made policy.

A ENDORSEMENTS:

Each Comprehensive or Comimercial General Liability policy shall be endorsed with the following specific language (use
most current version of “Additional Insured = Owners, Lessees, oF Contracioss, LSO Fopm No, CG 20000 7 85 or CG 20
1011 85)

A “The County of Placer. ns officers, agents, emplovees, and volunteers are 1o be covercd as mseed For all Habiliry
arising out of the operations by or on behalt of the named insuered in the porformance of tus Agreement.”

B. “The insurance provided by the Contractor, including any excess liubility or umbrella form coverage, is pritary
coverage to the County of Placer with respect 1o any insurance or self-insurance programs namtained by 1he
County of Placer and o insurance held ar ewned by the Couniy of Placer shail bw called upon (o contribute to a
looss.”

. “This policy shall not be canceled or matecnially changed withour Rrst giving Qurty (307 days” prior wrilen nodce

s the County of Placer " %

Paoe 7 of Fahilat T}



PR ]

ALTOMOBHN.E LIABNLITY INSURANCE:

Autommobile Ligtibity insurance coveriog bodily njury and property damage in an amount no less than one milhon dulkars
(510000000 combined single lumin for cach occumence.

Covered vehicles shall inglude owred, non-owned, and hired antomabilesfrucks.

PROFESSIONAL LIABILITY INSURANCE (ERRORS & OMISSIONSY

Professional Liability Insurance for Errors and Oimissions coverige in the amount of new Tess than one million dallars
£1.000,000

§f Contracter sub-vontracts in suppott ol Contractor's work previded tor 1o tie agiesment, Professional Liability Insurance
Tor Errars shall be prosided by the sub contracior in an amount ac Less than one million dollars (51, 000,0007 v agerepate,

The insvrance coverage provided by the Conlractor shall contain language providing coverage up 1o six (00 months
[llewing complelion of die contract in order w provide insurance coverags for the hald harmless provisions Lerein if the
Peslicy 15 a claims-made policy.

e U ktae T



PROPOSAL TO CONDUCT

AN EXAMINATION OF ANNUAL FINANCIAL STATEMENTS FOR THE

COUNTY OF PLACER
{CRIGINAL COPY)
RFP #9881

Frarch 5, 200G

Macias Gini & O Connell LLP
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3000 § Streec, Suite 300
Sacramento, CA 95816
914.920.4600

MACIAS GINI & O'CONNELL ur

Cerufied Public Accountants & Management Consultants
March 5, 2009

Administrative Services Departrment
Procurement Services Division

2964 Richardson Drive

Aubiurn, CA 95603 -2640

Daar Evaluation Committes:

On behalf of Macias Gini & O'Connell LLP IMGO), | am pleased to present our proposal to conduct an examination of annual financial
statements (RFP #9881} far the County of Placer (County) for the fiscal years anding June 30, 2009, 2010, and 2011, and aptional two-year
extension for 2012 and 2013, Qur firm’s breadth of experience, expertise and long-standing history i serving large governmerits and
our hands-on commitment to superior service, integrity and knowledge make us uniquely qualified, The County wauld become one of
our premiere lacal government clients within our Sacramento Public Sector Assurance Practice, We are excited o have the opporiunity
te carn kack your business. :

Tdr Havderstandivg of the Soope of Services - We will perform financial and compliance audits of the County's basic inancial
statements for the aforementicned fscal years, as well as other specific audits identified in our propasal. Our audits will be conducted
in accordance with auditing standards generally accepted in the United States of America; the standards applicable ta Anangial andits
containedin Government Auditing Standords, issued by the Compiroller General of the United States; and as applicable, the Single Audit
Act Amendments of 1996 and the pravisions of OMB Qircular A-133, dudirs of Stazes, Local Govermments, and Non-Profit Organizations,
requiremments of the Transportation Development Act, and certain piovisions centained in the Guidetines for Compliance Audits of
California Redevelopment Agencies, issued by the State Controller's Office, Division of Local Government Frscal Affairs, and in the
Srandards and Procedures for Audits of California Counties Participating in the First 5 California {Children and Families) Program. In
addition, we will prepare a |etter to the Board of Supervisors cortaining certain required communications and our observations and
recommendations. As we have proven during our recent contract periad, we fully understand the importance of completing our
heldwork and analyses on time, and are prepared ta continue 10 work closely with you to meet or exceed all deadlings estabhshed in

the Request for Proposal,

Twality Mattesc - The environment in which the County operates has changed significantly the past few years. In response to
the corporate and accounting scandals of early 2000 and 2001, the American Competitiveness and Corporate Accountability Act,
commaonly known as the Sarbanes-Oxley Act was signed into law in 2002, In addition, the Not-For-Profit integrity Act was signed into
law in 2004, Although these laws are not directed 2t government entities they have had a profound impact on public expectations of
how governments operate. There is a helghtened awareness of the need for fiscal accountability and sound governance within the
public sector. MGO is uniquely qualified to assist the County in demonsuating proper fscal accountabHity through the Ainanoal audit
process,

MG has the unmatched expertise and axperience in providing assurance service to the public sector. We serve the largest local
governments in Califormia that have similar operating and financial reporting issues as the County. We understand the audit risks,
proper internal control over inancial reporting and administration of federal programs and financial reparting standards related ta the
County, As aresult of this understanding, MGO is uniquely qualified to perform a quality hnancial audit that will:

1) Properly assess awdit risk

21 Effectively assess the adequacy of internal cantrel over financial reporting

3) Determine effectiveness of internal control aver the administraton of major federal programs

4} Properly determine compliance with OME Circular A-133 requirements as it r2lates to major programs
5y Perform proper procedures to render an opinion on the inancial statements

fanved-Winning CAFES - We have previousty assisted the County in obtaining the GFOA Certificate of Achievernent for Excellence
in Financial Reporting Award and will continually work with the County to ensure that it maintans this level of Anancial reporting

excellence. %
www.mgerpa com T T T T independent Member of 1he BRO Seidman Allionce
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faptitdl S gretier, TR Ao ey i - In 2007, the Public Accounting Report ranked MGG as the 29th fastest-grawing CPA Airm
iy the nation and *a firm 1o watch” in the West. We are extremely proud of our growth and leadership role in the public sector indusiry
area, Qur pariners have invested significant energy and resources in participating with standard-setting bodies, industiy gisups and
other regulatory authorities. The Aresican Institure of Certified Public Accountants (AICPA) the Govermmental Accounting Standards
Board {GASE] and others have recognized our participation and commitment to helping shape the standard-setting and thought
landscape. We have the unique honer of giving "voice” to our clients in the development of our profession's palicies and standards,

ard would be honored to count the County among the clients we serve,

Glohaf Sescurces - Qur firm is an independent member of the BDO Seidman Alliance. Currently, BDQ is the fifth largest professional
services fim in the world and serves clients thraugh more than 400 offices in s U5, distribution netwark. As member finms of BRO
international, BDO and its alliance members serve clients by leveraging their global distribution network of resources comprised of
mare than 1,095 member irm offices in 110 countries, MGO is the leader of the Government Industry Group {GIG) for the entice BDO
alliance network. Our role as the GIG is to provide BDO and Alliance members with thought leadership on techmical, rmarketing, and
businass development issues,

Fersonatized Service - We have developed our statewide certified public accounting practice to operate 23 a flexible "one firm”
practice. One reasan our clients choose us is our hands-on, service arfented business philosophy coupled with our commitmend to
quality, reliabitity and responsiveness 1o client needs, Our professional culture, distinctive style and our values set us apart from the i
ordinary. MGO combines the skills, persanality, and attentiveness of a lacal firrm with the breadth of services aHfered by the national and
international frms, MGO is available year-round 1o provide the County with professionafl assurance advice and to consult on unusual
and complex financial transactions. Our service does not end after the completion of your audit,

Throughaut gur past professional refationship with the County, we have put forth the most qualified and responsive professionals to
best address your service needs and technical issues. You have the commitinent that MGO will continue ta provide the County with the
highest quality resources for the vears to come. As a partner, | am authorized to make representations on behalf of the firm as well as
sigr for and obligate the firm contractually.

Tharik you for this opportunity ta present our proposal. [f the Evaluation Committee has any questions or wish 10 discuss the contents
of this proposal, please contact me directly at (916} 642-7046, by email at Tgreen@mgocpa.com, of by fax at (916} G28-2755,

Very truly yours,

MACIRS GINI & COMPANY LLP
Certified Public Accountants and
Management Consultants

Richard A. Green, CPA
Pariner

RG/Ks
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ORGANIZATION SIZE, STRUCTURE AND RESOURCES

Macias Gini & O'Connell LLP (IMGO) is a statewide public accounting and consulting
firm with six offices throughout the State of California. Founded in 1987, MGD
is a full-service firm with staff of over 200 highly skilled professionals providing
assurance, tax, accounting, financial advisory and management consulting services
to governmental entities, nonprofits, corporations, pattnerships and individuals.
MGG is committed to exceeding the expectations of clients through cur philosophy
of proactive planning, communication and year-round involvement and our core values of service, intregrity and expertise.
Our mission is to provide world-¢lass services while passionately exceeding the expectations of ouwr clients,

Starcwrde Nerwork of Offices

We have developed our statewide professional services practice to opérate as a “one office” practice. MGO has the
rescurces to successfully complete any project, regardless of the size or complexity. Our professionals have the collective
knowledge, experience and commitment necessary to attentively and effectively pravide the highest quality service to
our ¢clients.

BDOY Seidiman Alliance

MGO i an independent member firm of the BDO Seidman (BOO) Alliance. Currently BDO is the hfth largest professional
services firm in the world. The BDO Alliance serves clients through more than 400 independent ailiance firm locations
domestically in the U.5. As a2 member of BDO International, the BDO Alliance services clients by leveraging & global
distribution network of resources comprised of mare than 1,095 member offices in 110 countries. ” The benefits of our
alliance with BDO, which include stronger market position, global connectivity, and critical mass in premium talent areas,
enable us to offer specialists trained to support the distinct needs of our clients that operate in highly regulated and
complex environments. In addition to bench strength, state of the art technology and training programs, MGO has
immediate access to the full hreadth and rescurces of 2 leading global professional services firm,

Thoughr Leadership 1n the Public Scotor

Cur firm demonstrates our commitment to the public sector through the investrment of both financial and human resources,
In addition 1@ the dedication of our statewide practice to issues facing the public sector, MGO has contributed countless
hours in consultation with the many agencies that regulate and shape the environment in which local governments
operate. Cur rode as a thought leader te the public sector is evidenced through our participation on national committees,
technical publications and articles authored by our partners, and the specialty training we provide to industry assaciations
and our clients,

Memmboerships and Cerdficarions

Chur firm is & member of the Government Finance Officers Assgciation {GFOA), Association of Government Accountants
{AGA), Government Audit Qualty Center, American Society of Public Administration (ASPA), State Association of County
Auditor-Controllers, Califernia Society of Municipal Finance Officers (CSMFCO), American Institute of Certified Pubtic
Accountants {AICPA), the Califarnia Society of CPAs, the Private Companies Practice Section of the AICPA, and the California
Transit Association.
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Iirm Capaciry

MGO's Public Sector Practice is one of the largest in the country and offers unmatched resources in serving this highly
complex sector. Our professionals are experienced in working with dients in all areas of the public sector, at all levels of
government. In addition to general-purpese units of government, we serve authorities, boards, and commissions. We
work in the areas of economic development, education, finance, health and human services, housing, justice, lotteries,
public safety, public works, retirement systerns, and transportation, as well as in the central administrative functions. This
diversity provides us with a well-balanced perspective and 3 tremendous base of experience. Our reputation was built
on our extensive government experience, understanding of internal systems/procedures and ability 1o work side-by-side
with our clients to implement complex accounting and reporting pronouncements.

Firm Qrganization

MGO has 11 Partners serving a wide variety of organizations from our & statewide offices. Many of MGO's partners,
directors and managers enjoyed extraordinary success while developing their careers in the Big 4 accounting firms. This
vast background of experience coupled with the firms relentless focus on artracting and developing top talent has helped
earn MGO national racognition for thought leadership from bath the profession and industry regulators. The following
surmmmarizes our firm’s organization; -

reACIAS GING & O'CONNELL LLP
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Professional services to be rendered under the terms of the Request for Proposal will be provided by the $acramento office
af MGQ. This office has six partners, six directors, one senior manages, eleven managers, nine seniors, and a significant
number of other professional staff and consultants,

Full-Service Ihrm

The departments within our firm are comprised of unique specialties to provide clignts with a complete spectrum of
services. To avoid potential conflicts of interests, these divisions within our firm are independently directed by experts in
their field and have full decision-making autherity.

Assurance Sepvicas ”

Cur financial audit approach is distinguished from many of our competitors’ approaches as it has been developed as
a by-product of our vast experience in serving the public sector. We will update our understanding of the County's
organizational structure, strategic plans, operations and operating environment to tailor our audit approach to achieve
the audit objectives in the most efficient and effective manner possible. The resulting plan also maximizes the patential for
providing practical and creative recommendations 1o improve operations and internal conreals.

Tax Preparavicn and Planning Service:

We provide complete federal, state, and local tax services. We perform tax planning for corporations, individuals, and
estates, including areas such as compensation, tax shelters, acquisitions, mergers, recrganizations and recapitalizations,
multi-state tax issues, estate planning, net operat'ing loss preservation. and research and development tax credit studies.
We alsc prepare all types of tax returns, including information returns for nonprofit organizations, and represent clients
before taxing authorities at the federal, state, and locat level,

fanpgement Consuiting Services

Maciss Consulting Group, Inc. (MCG} is the performance and risk consulting arm of MGO that provides assistance to
public agencies. Drawing from our years of experience, MCG has a thorough understanding of public agencies and thefr
partrerships with public and private sector programs and services. As the professional service provider far numerous
public agencies throughowt California, MCG has established an excellent working relationship with our clients and
delivered quality products in a timely manner with an insightful perspective on ways to improve service delivery. We take
aur commitment 10 "good government” serjgusly.

Qur consulting services encompass many aspects of a client’s business. For example, public agengies may need assistance
previding the framework far transitioning into performance based management, reviewing the effectiveness of programs
and services, assessing the effectiveness and security ofinformation management systems, or detarmining whether agency
operations comply with current federal, state or local requirements. MCG has experiance in developing quantitative and
qualitative approaches to develop fact-based, ohjective, and independent evaluations and in knowing what type aof
infarmation is needed to effect innovative, suitable change at the highest levels in government.

Consulting at our firm falls within six broad categaories:

-3 QOperational/Cepartmental Reviews
i3 Accounting and Auditing Support

o Parformance Audits

o Financial Analysis and Planning

o Management '

.1 Information Systems and Technology
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Moreland Personnel Services {MPS) is the leader in interim stafing solutions for local gavernments it Californta, serving
California cities, counties, special districts, and nonprofits since 1978. With CPA firm roots, MPS has grown inta a premier
interim staffing solution for governmental entities statewide, We are proud to support the system of public agencies

throughout the State of California and enhance the services thay daliver,

There are a wide variety of circumstances that can make interim staffing an effective too! for governmental agencies:
3 Replace absent employees {maternity leave, medical leave, military leave)
- Fillvagancy during recruitment process
2 Manage workioads during peak periods {budget, year end, etc.) and special projects
2 Maintain ongoing operations during system conversions

State af the Avt Computee Technology

To ansure the most cost effective and efficient audit for our clients, MGO has made & significant commitment to utilizing
state-of-the-art technalogy in the audit process, including our extensive Local Area Network [LAN} and Internet access
which allows our professianals to access information from the field. Our professionals are all trained and equipped to
perform an array of on-line research and other auditing procedures using:

BDO Audit - an electronic version of our audit manual that allows instantaneous searches using Folio software.,

Custamized CaseView Programs - identifies and assesses cortrol risis during the audit planning process, resulting in an
efficient audit approach tailored to our client's operations.

CaseWare Working Papers - allows us 10 automate the entire audit working paper process quickly and efficiently. Working
Papers facilitate the download of the client’s general ledger and journal entries, or any other types of electronic information,
create an assortment of working papers and iinancial reports. '

WinfDEA - micracomputer based, with mainframe and mid-range computer downloading capabilities, allowing our
compiter assisted auditing techniques [CAATs) program to be executed at clisnt prermisas.

ViISIG Control Templates - a decision support tool that enables us to focus on the strengths and weaknesses ina client’s
accounting and related control systems by utilizing a computerized flow-charting model to highlight critical control points
within those systems.

Commiement to Qualigy

Quelity Control Reviev Repodt ]
MGO's commitment to performing guality assurance work has been recognized by our clients and the national standards
setters. The quality of our Public Sectar Practice.is evident by tha results of our Peer Review performed in May 2006 when
we received an ungualified opinion - the highest level of assurance possible - with no comments from the firm of Davis,
Monk & Company (DMC). Harold Monk, Partner, was responsible for the review and during that time he was Chairman of
tha AKCPA Auditing Standards Board (2005-2006). Additionally, the Public Company Accounting Qversight Board (PCAOB)
completed its review of gur Private Sector Practice and issued its report with no comments. The resuits of these reviews
provide independent validation of our commitment te providing quality assurance services. Pleaserefer to our Peer Review
Report in Appendix 2 - Peer Review Report.

Our firm, subisidiaries and corporate affiliates do not have a record of substandard work, nor any outstanding ¢laim of
substandard audit work or unsatisfactory performance pending with the State Board of Accountancy, Federal Inspector
General nor with the PCAOR. There have not been any positive enforcement actions or other matters that wouid reflect
negatively on our professional qualifications, including any action for substandard audits.
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Cur unsurpassed experience with the Gevernment Finance Officers Association (GFOA) of the United States and Canada
Certificate of Achievement for Excellence In Financial Reporting Program ensures our clients that all reguirements will be
met for their Comprehensive Annual Financial Reports (CAFRs). In addition to cur extensive financial reporting review
process (guality control), we also employ updated checklists for governmental reporting and the GFOA Certificate Program,
whiich ensures adherence to professionai standards.

Lirense to Practice in Califorinda
Our firm and all assigned key professional staff are properly licensed by the State of California to practice as Certified Public
Accountants. MGD meets all reguirements imposed by federal, State and local laws, rules, and regulations,

Independence .

Qur firm meets the independence standards, due professional care, qualifications, and quality controd requirements of the
Government Auditing Standards, 2007 revision, published by the LS. Gavernment Accountability Office (GAQ) in relation
1o the County and its component units, If we are selected as your auditor, we will not enter into any relationships that may
irmpait this independence during the term of the contract.

Lishifity Misurance Coverage

Our firrm maintains adequate professional liability {37 million), automaobile, and general insurance coverage to audit large
organizations, as well as Warkers' Compensation Insurance for all employees who will be engaged in the parformance of
this contract,

Litigation Statue
There are neither any current or pending disciplinary or litigation actions against cur firm in any manner related 1o our
professional activities.

Conflict of Interest

Our firm does not have any financial, business or other relationship with the County or any member of the County staff
that would have an impact on the outcome of this project. To the best of our knowledage, none of our current clients have
a financial interest in the outcome of this praject. Furthermare, no official or employee of the County has an interest, has
been emploved ar retained to solicit or aid in the procuring of the resulting contract from this Request for Proposal, nor
will any such person be employed in the performance of the contract without immediate divulgence of such fact 1o the
County.




AUDITING EXPERIENCE

OQuahificanens and Protessional Fxperience
Wiy PG s Best Qualifien

MG believes that the skilis and experience of the professionals performing
the work drive the success of an engagement. Establishing and maintaining

a successful business relationship relies on two key factors — an in-depth
knowledge of service needs and the desire to provide the best passible client
service. To ensyre that the County receives the highest quality service, we selected the members of our engagement team
basad not only on their individual strengths but their experience serving and background auditing similar governmental
entities and federal compliance programs, and high potential for making a significant contribution to supparting your goals,
Cur tearp's technical and practical knowledge, combined with the desire to serve the County responsively, enables us to
provide you with the support and expertise you should expect fram your accounting and consulting firm. Our profeésicnals
are dedicated to exceptional client service, have an unmatched commitment to quality, work together as a team, and
recognize the importance of people. The experience of gur audit team will allow the County’s most important resources,
its human resources, to focus more time performing their critical functions and less time "training” the auditors,

MG0 is Lecal Commitment and Giobal Resources - Our depth of resources and expertize cantinually makes a difference
for aur clients, which keeps us passionate about the work that we do. As a leading California regional firm, we are able to
provide personalized services to a wide range of clients, custemizing gur approach to gur client’s ngeds and lang-term
success, At the same time, we leverage the many benefits of our alliance relationship with BDO Seidman so that we can
provide our clients with the premium resources, training and state-of-the art technology of a natianal firm.

MGO is Limitless Opportunity - Creating opportunity for our people and our clients is the essence of MGO's philosophy.
We recruit and employ talented people and provide them the experience, opportunity, and comprehansive training in
a wide variety of industries, supporting clear paths to success. We employ this same emphasis on limitless cpportunity
in our approach to serving clients — recognizing and facilitating our clients’ sucgess is paramount. Our fogus on building
relationships, teamwork, and supporting the achievement of both client and employee goals is supported by over 20
years' experienca serving clients in California's complex business, governmental and nonprofit environments.

MGO is California — With offices throughout the stare, we know Califernia. We understand the unique circumstances
inherent to daing business in the Gotden State because we've served hundreds of Califarnia entities over the past two
decades. Our expertisa has propelled us into & leadership rale in both our state and our pation; we are staffed with
principals who are nationally recognized as thought leaders in our profession; and, fueled by exponential growth in our
for-proft and nonprofit business lines — we were rankad as the 29th fastest-growing CPA firm in the country in 2007,

MGO is Public Sector Practice Leader - MGO is California’s leader in serving large local governments, with a client rostar that
includes some of the fargest and most complex local government organizations in the state and the nation: the Cities of
Sacramento, Oakland, 5an Jose, and San Diegeo; the Counties of San Diego, Santa Clara, Sonoma, Los Angeles, San Frangisco,
and Alameda: ang the State of California Public Employees’ Retirement System (CalPERS) and California State Teachers'
Retirement System (CalSTRS) ameng many others. We bring a national reputation for service and guality in this practice
area including our role in the BDO Seidman Alliance as leader of the Governmental Indusiry Group, supporting alliance
member firms across the country in providing world-class service to public sector clients. Qur local government speciatists
have experience serving over 30 cities, 20 counties and hundreds of special purpose governmental organizations. We
have assisted many of these entities not only to successfully meet the requirements of the new reparting model, but also
ta receive certificates of achieverment for excellence in financial reporting from the GFOA,
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{Commitmenr o the {rovernment Sectar
Members of our firm have served as independent auditors and financial consultants to numercus Counties througout the
state. Below is map of Califarnia with the Counties we have served highlighted in yeliow.
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Asthe leader in providing professional assurance services to California governments, MGO is uniquely qualified ta put our
rescurces to work for the County of Placer. Our focus both here in California and nationzlly provides the Caunty instant
access to a broad range of expertise and assistive resources. Qur breadth and depth of resources is demonstrated by the
following:

IESY

Mzlicna! Footprin

Due to MGO's long-term involvement and national liaisons, we are the irm best pesitioned to keep you abreast of the
changing accounting and auditing standards — and we wiil.

r

4

n

The County's client service partner, Richard Green, was selected to participate on the GASB Pension Disclesure
Task Force.

The County's technical review partner, Ernest Gini, served on the GASE Advisory Committee on the User Guide to
Local Government Financial Statements.

The AICPA Government Accounting and Auditing Committee (GAAC) was a major influence in the development
of generaily accepted auditing standards and accounting principles of governments, MGO Partners and Directors
have participated over the last 15 vears with GAAC which was responsible for developing the AICPA's Audit and
Accounting Guide for State and Local Governments.

The AICPA State and Local Government Expert Fanel (EP} is the successor group to the GAAC and is responsible
for addressing practice and emerging issues in the public sector. The EP serves as the profession’s primary liaison
to the Governmental Accounting Standards Board, the Government Accountability Office, and the Government
Finance Officers’ Association. Caroline Walsh, Director, is one of fourteen people nationwide ¢urrently serving on
this prestigious panel.

MGQO Director Caroline Walsh was recognized for her contribution to the 2007 Audit Risk Aferts for State and Local
Governmeants.

The firm's Managing Partner, Kevin O'Connell, served on a GASB task force that developed guidance to implement
GASE Statement Nos, 43 and 45 retated to — Other Posternployment Benefits (OPEB),

Government Auditing Standards and Circutar A-133 Audits is the leading industry guidance for auditors conducting
audits in accordance with the Yellow Bogk and the Single Audit Act, MGO Managing Partner, Kevin O'Connell, was
recognized for his contribution on the task force responsible for a recent release of this guide.

RGO Partner David Bullock served on a GASE Sales and Pledges task force developing GASE Statement No, 48
related to - Securitizations.

MGO is a member of the AICPA Government Audit Quality Center [GAQC). The GAQC was established in 2004 and
its primary purpase is to provide résources to promote high quality governmental audits, To demonstrate our
commitrment to quality auditing practices, MGO was one of the first firms in the U.5. to join the GAQC.
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The professionals at MGO have consistently demonstrated our technical expertise, breadth of resources and commitment
| ta serve, We have assisted the County in the past in reaching impartant financiaf reparting milestones such as the obtaining

the GFOA Certificate of Achievernent for Excellence in Financial Reporting in 2001 for the first time in many years and

I assisting in the implementation of Governmantal Accounting Standards Board Staternent #34 in 2002.

Our service team offers the County & tremendous level of experience and axpertise in providing assurance <ervices to
the public sector. Additionally, ensuring a high level of continuity of returning professionals to the County's engagement
throughout the duration of the contract will be paramount o our service efforts. Continuity of staffing will allow MGC the
benefit of the institutional knowledyge about the County gained by ouwr team of professionals when identifying true audit
risk and providing value added service and perspective. Te ensure that the County's personnel derive maximum benefit
fram their working relationships with our people, we will continue to maintain the highest possible level of staff continuity
throughout the course of the engagement.

A select listing of some of the current and past clients that MQO has provided professicnal assurance services similar to the
County and other entities ¢contained in the Request for Proposal, are as follows. A more comprehensive list of clignts can
be provided to the County upon request.

Fisca! Year of
Nuemer of CAFR [GFOA
Years Certificate} Singie Audlt

Meost Recerit
California Counties Audit

Alameda 2008 2 [ =
Los Angeles 2008 ' 2 n =
Merced 2006 3 = =
Flacer 2002 5 n =
: Orange 2007 10 - =
j Sacramento 2007 11 n o
I_ San Diego 2008 u -
i San Mateo 2008 15 = =
i San Francisco 2008 5 n =
Santa Clara 2008 = .
, Solano 2008 9 x =
Sonoms 2008 9 - =
Tuclumne 2008 15 ol
_ Fresno 2008 1 ot
[ Galt 2008 8 = =
' Lodi 2008 6 = i
Oakland 2008 & u =
Sacramento 2008 5 = =
San Diego 2008 5 n =
i San Jose 2008 9 N E
1 Santa Rosa 2008 8 n Ll
Stockton 2008 8 = e
Woodland 2008 4 - =
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Crange County Children & Families Commission
First 5 Placer Children and Families Commission
Riverside County Children and Families Commission
San Francisco Children and Families Commission

Vi ATty (oo it

Afameda-Contra Costa Transit District (1)
Altamont Cornmuter Exprass Authority
Bay Area Rapid Transit [BART} (1)

Butte County Associatian of Governments

Golden Gate Bridge, Highway and Transportation
District :

Kern Council of Governments

Los Angeles County Metropalitan Transpartation
Authority

Metropolitan Transportation Commissicn
Orange County Transportation Authority
Peninsula Corridor Joint Powers Board {1)

Separate TDA Financial and Compliance Aodits for:

Santa Clara Children and Families First Commission

Tualemne County Children and Families
Commission

Placer County Transportation Planning Agency
Sacramento Area Council of Governments (1}

San Francisco County Transportation Authority
San Joaquin Regional Rail Commission

Santa Clara Valley Transportation Authority (1)
Santa Rosa Transit

Southern California Regional Rail Authority
Southern California Regional Transit District
Tahoe Area Regional Transit

Tuolumne County Transpoartation Councit

Cities of Antioch, Foster City, Modesto, Pleasanton, Rohnert Park, Santa Rosa, Union City, and Vacaville; City and
County of 5an Frandsco, and Counties of Contra Costa, Napa, Placer, 5an Mateo, Santa Clara, and Tuclumne

Regeveiopnenit Aganoios

Chice Redevelopment Agency

City of Stockton Redevelopment Agency
Contra Costa County Redeveloprment Agency
Modesto Bedevelopment Agency

Oakland Redevelopment Agency

Grange County Cevelopment Agency

ate Mopagemens oo Lonald! Drganizanion:

American Avenue Landhll

California Integrated Waste Management Board
City of Los Angeles Bureau of Sanitation
Eastern Regional Landfll

Crange County Integrated Waste Management
Department

\\ M GFOA Awarded

Redevelopment Agency of Placer County
Redevelopment Agency of the City of Galt
Redevetopmant Agency of the City of San Diego
Sacramento Housing & Redevelopment Agancy (1)
San Jose Redevelopment Agency (1)

5an Mateo County Redevelopment Agency

Santa Rosa Redevelopment Agency

Refuse Enterprise Fund of the County of
Sacramento {1}

Riverside County Waste Management Department
Sacramento County Sanitation District No. 1 (1)
Sacramenta Regional County Sanitatian District (1)
Western Placer Waste Management Authority
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Tocie Andit Danediencs :

As a result of MGO serving as the independent auditor to many large and complex governments in California, asillustrated
in the table on page 9 for some of cur select clients, our professionals have developed extensive experience and are
extremely well versed in perfarming high guality Single Audits. As a testament to our reputation, breadth of resaurces and
experience in performing high quality Single Audits, MGO was recently selected by the California Bureau of State Audits
{BSA) 10 assist the State Auditor in conducting the State of California’s annual federal compliance audit pursuant to OMB
Circular A-133, In partnering with the BSA o conduct the state’s annual Single Audit, MGO is responsible for auditing state
programs, which combined, accounted for nearly $7 billion in federal financial assistance {FY 2006/07).

MG References

At a time when many governmental agencies are experiencing increasing demands for services and severe budget
constraints, our auditors and consultants can bring fnnovation and creativity 1o these challenges, while searching for
realistic solutions. Qur staff have expertise in a variety of private and public settings, which has provided us an opgortunity
to view a wide range of problems and solutions. Qur clients have found that we often have an edge in solving priblems
Over our compétitors. Our management fetters are known for containing practical and inngvative recommendaltions.
Please take an opportunity to verify this information with sorme of our government clients, which provides an insight of the
diversity of our client base. Additional references are available upon request.

County of Sorioma

The County is a legal subdivision of the State of California and is charged with general governmental powers. The
County's powers are exercised through a Board of Supervisors that, as the governing body of the County, is responsibie
for the legislative and executive control of the County. The County provides certain services to its citizens, such as road
construction and maintenance, law enforcement and crirminal justice, regional parks, growth management, and health
and social services. In addition, the County administers various special districts gaverned by the Board and provides
services to other special districts governed by independent local boards.

Years Served: Fiscal year ending June 30, 2000 10 present.

Services Provided: Conducted audit of the County’s Comprehensive Annual Financial Report, including Single
Audit. Submitted their Comprehensive Annual Financial Report 1o the GFOA and received
award.

Contact; Ms. Betsy Howze, Accounting Manager
707.565 32389
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AUDITING EXFERIENCE

City of Sacramento

The City of Sacramento was incorporated in 1849 under the laws of the State of California. Sacramento is a charter city
and operates under a City Council - City Manager form of government. The City provides a full range of municipal services
including police, fire, water, sewer, storm drainage, selid waste, construction and maintenance of streets, planning and
zoning, code enforcement, parks, recreation programs, and cultural activities.

Years Served: Fiscal year ending June 30, 1989 to present.

Serviees Provided: Conduct audit of the Comprehensive Annual Financial Report (CAFR). Submitted their
Comprebensive Annual Financial Report to the GFOA and received award. Performed the
Single Audit for the City and issued several other separate stand-alone reports.

Contact: My, Dennis Kauffman, Accounting Manager
916.808.5843

Sacramenio Housing and Redevelopment Agency

The Sacramento Housing and Redevelopment Agancy is a joint powers agency that inctudes the Housing Authorities of
the City and County of Sacramento and the Redevelopment Agencies of the City and County of Sacramento, which are
responsible for the development and implementation of housing, redevelepment, and selected econcmic development
programs-and activities for the City and County of Sacramento.

The Housing Authorities of the City and County were formed in luly 1932 and June 1940, respectively. The Redeveloprmant
Agencies were formed in September 1950 and September 1974, respectively, Additionalty, the Agency has served as the
administrator of the Community Development Black Grant Programs far the City and County of Sacramento since June
1382,

Years Served: Fiscal year ending fune 30, 1989 to present.

Services Provided: Audit of the CAFR, including a Single Audit in accordance with OMB Circular A-133 | health
and safety code compliance audit, and provided vartous consulting services. Performed
separate audits of private tax credit projects: Nowwood Avenue Housing Partnership and
Shasta Hotel lnvestors Partnership. )

California Hewsing Financing Autharity - Conducted audits of funded housing projects
using same compliance reguirements as HUD-assisted projects: Larchmont/Witdflower
and San Jose/Broadway,

Contact: Mr. Don Cavier, Finance Director
G16.440.13599 x1220
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AUDITING EXPERFENCE

Califorrio Pubhic Employees’ Retirement Systemn (CalPERS)

The State Employees’ Ratirement System, the predecessor to the Public Employees’ Retirement System of the State
of California (CalPERS), or the "System,” was created after voters approved a constitutional amendment authorizing
legislation tc establish a pension system for State employees. Suchlegislation became effective January 1, 1932, CalPERS
has expanded to include, among others, employees of local agencies that elect to participate in the System. At lune
30, 2008, the Board of Administration {Board) of CalPERS administers a total of 14 funds, including four defined benefit
retirement plans: the Public Employees’ Retirement Fund {PERF), the Legislators' Retirement Fund (LRF), the Judges’
Retirement Fund (JRF), and the Judges’ Retirement Fund B {JRF {1}, four defined cantribution retirement plans: the State
Peace Officers’ and Firefghters’ Defined Contribution Plan Fund (SPOFF), the Public Agency Deferred Compensation
Praogram (IRC 457), the Replacement Benefit Fund (RBF}, and the Supplemental Contributions Program Fund (SCPF); one
defined benefit post-employment health care plan, the Califormia Employers’ Retirement Beneft Trust Fund {CERBTF);
one health care plan: the Public Employses' Health Care Fund (HCF); and five other plans: the Public Employees’ Long-
Term Care Fund (LTCF}, the Public Employees’ Deferred Compensation Fund (DCF), the Old Age & Survivors’ Insurance
Revolving Fund {OAS)), the Public Employees’ Contingency Reserve Proprietary Fund [CRF), and the Public Employees’
Contingency Reserve Agency Fund (CRF),

The CAFR of CalPERS include fund financial statements reporting the francial activities of all of the above funds and
assets under trust.

Years Served: Fiscal year ending June 30, 1997 to present.

Services Provided: Conducted financial and/or compliance audits of the CAFR, CalPERS - Managed 5&P 500
Fund thvestrment Option of the State of California, and the Savings Plus Frogram.

Contact: Mr. Larry Jensen, Chief of Audit Sarvices
916.795.0802

University Enterprises, Ing. (C5L19)

The University Enterprises, Inc. {UEND, formerly known as the California State University, Sacramento [CSUS) Foundation, is
8 dynan;.ic and innavative governmental nonproft CSUS auxiliary organization. It oversees an array of auxiliary programs
and servigces that support and strengthen the University's mission of teaching, scholarship and public service. UE serves
the campus by shaping its growth and activities to meet the evolving needs of the University and the community.

Years Served: Fiscal years ending June 30, 2006 to present.

Services Provided: Conducted financial and compliance audit in accordance with OMB Circular A-133.
Prepared applicable federal and state tax returns (Forms 920PF, 195, and RRF1).

Contact; Ms. Donna Parenti, Director of Finance
916.27R.7326

A,
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PROJECT STAFF QUALIFICATIONS

MGOs Lopagement Team
The engagement team selected to serve the County represents a strang, well
balanced blend of talent, professional skills, and industry experience that is critical
to effectively perform the scope of services requested by the County. The team
was designed with the most complementary skill sets and experience in praviding
large government assurance services as well as experlence performing compliance
audits. The continual involvement and immediate access to the principal members of the engagement team will ensure
that the County will be able 1o contact the decision makers at afl times and utilize the full range of our resources. MGO
i< committed to conducting the audits and meeting all of the County’s requirements. To make true on this cammitment,
the following chart summarizes the division of responsibility among professionals assigned to the County’s engagernent.
Resumes for our principal team members are provided in Appendix 2 - Resumes.

Percenmage of

Tirme

Aliocated o

Enagement Team Mermbiers Professional Classification Engagemaent,
Richard Graen Partner 2.15%
Ernest Gini Technical Revigw Partner 1.95%
Kevin Starkey Diredtar B.5%%%
Soctt Brunner Director 3.07%
Greg Matayoshi Asgsistant Consulting Director 1.56%
Mark Aspesi Senior Associate 18.59%
Fatrick Lee Senior Assnciate 11.51%

Audit associates will be assigned approximately 51.51% and administeative
support staff 1.07% of the toral estimated houes, respectively.

Consinuing Profesciona! Education {CPE)

In compliance with Government Auditing Stondards, our firm administers a prograrn to ensure that &l professional staff
members satisfy CPE requirements. Since a large compaosition of MGO's client base includes governmental entities, we are
aware of the strict educational guidelines required by the Yellow Book, published by the GAQ.

Qur audit team receives their CPE from both in-haouse and commercial-certifieg CPE training courses. All members of the
audit team have satisfied the Yallow Book requirement of having at least 8% hours of continuing professicnal education
every two years, of which 24 must directly relate to the government environment and to government auditing. Over
the years, our staff have attended numerous gualifying CPE classes for governmental training related 1o the GFQA,
Governmental Accounting, Auditing and Financial Reporting, Internal Control, GASE and Single Audit updates.

We offer a variety of firm-sponsored training events, which our clients are invited to attend. The trainings are held at
locations throughout the state and cover a variety of topics, including auditing and nonprofit updates. We were contracted
by the California Department of Education to instruct over 700 CPAs throughout California about auditing and accounting
for governmental and nonprofit organizations. We have presented seminars on the following topics: '

21 Audit Workpapers

O Changes 1o OMB Circular A-133

= Program-Specific Audits

[ Strategic Financial Planning

Het]
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PROJECT STAFF QUALTFICATIONS

iz Computerized Fund Accounting |
= How to Develop a Cost Allocation Plan
0 Accounting and Personinel Inff;rmation J
Z1 Imternal Controd Audits

5 New Financial and Governmental Accounting Standards
(> Cash Flow Statements

C  Documentation for Nonprofits

.7 " The Businass of Nonprofits

L Current Accounting and Auditing lssues for Nonprofit Crganizations

An example of a training opportunity that we offered to our to clients in 2007 was when we partnered with national expert
Dr. Lynford Graham to provide guidance in understanding the new audit risk standards issued by the Auditing Standards
Board, at no cost to our clients.

Following is a testimonial regarding an MGO training session:

"I give MGO an A grade ail the way. They are efficient, knowledgeable, and their level of service is higher than the national

firm we used o work with. Not only does MGO provide a quality audit, they also conducted a training event attended by |

over 100 participants covering a wide range of topics from pollution remediation to management letter comments that

was an excellent learning experience.” ']
--lohn Guthrie, Director of Finance
Santa Clara County

Contact Person .
Below is the contact parson who is authorized during the contract 1o make representations on behalf of MGO.

Richard A. Green, Partner
3000 5 Street, Suite 300
Sacramento, CA 95816
916-642-7046 Direct

444
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PROJECT APPROACH AND PLAN OF WORK

Scope of Services

Qur understanding of the scope of the services required by the County for the
years ending June 30, 2006, 2014, 201, and pptional two-year extensions for
2012 and 20713 is provided below.

Comprahensive Annual Financie! Report {T&FR)

We will perform a financial audit of the County’s basic Hinancial statements in accordance with auditing standards
generally accepted in the United States of America (GAAS) as promudgated by the American Institute of Certified Public
Accountants {AICPA) and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroiler General of the United States for the purpose of expressing epinions on the fair presentation of the
County's basic financial statements, in conformity with accounting principles generally accepted in the United States of
America (GAAP). GAAP provides for certain required supplementary information (R31), such as managemaent’s discussion
and analysis (MD&A), to accompany the County's basic inancial staterments. As part of our engagement, we will apply
certain limited procedures to the County's RSl These limited procedures will consist pringipally of inquiries of management
regarding the methods of measurement and presentation, The following RSl is required by GAAP and will be subjected to
certain limited procedures, but will not be audited:

{1} Management’s Discussion and Analysis
(2} Budgetary Comparison Schedules for the General Fund and Major Special Revenue Funds
{3} Schedules of Funding Progress — Pension and Other Postemployment Benefits

Supplementary information other than RS1, such as combining and individual fund Amancial statements, also accampanies
the County’s basic financial statements. We will subject the fallowing supplementary information ta auditing procedures
applied in our audit of tha basic financial statements and will grovide an opinion “in ralation” to the basic fnancial
staternents; '

(1} Scheduie of Expenditures of Federat Awards
{2) Combining and Individual Fund Financial $tatements and Schedules

The CAFR will also include introductory and statistical sections prepared by the County that will not be subject 1o the
auditing procedures applied in our audit, and for which our auditor’s report will disclaim an apinion.

Lingle Audiy Paport ,

We will perform a Single Audit in accordance with the federal Single Audit Act Amendments of 1896; UU.S. Office of
Management and Budget {OMB) Circular A-1332, Audits of States, Local Governments and Non-Frofr Organizations and the
OMB Circular A-133 Compliance Supplement.The schedule of expenditures of federal awards with accompanying notes and
the following reports are expected to be issued separately from the County's Comprehensive Annual Financial Report:

n Report on Compliance with Requirements Applicable to Each Majar Pragram, Internal Control Qver Compliance,
and Schedule of Expenditures of Federal Awards in Accordance with OMB Circular A-133.

vz Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards.

443
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PROJECT APPROACH AND PLAN O WORK

We understand that the Auditor-Contraller’s Office, with the cooperation from other County departments, will prepare
a draft of the schedule of expenditures of federal awards, including the related notes and supplemental schedules for
the following State grant programs: Office of Emergency Services, Department of Justice, Department of Insurance,
Community Services and Development and Foster Family Agency. However, MGO will provide final editing and printing of
the Single Audit Report, as well 25, completing the online Data Collection Form and electronic submission to the Federal
Audit Clearinghouse. MGO will also provide the County with a final print and electronic copy of the Data Collection Form
that was electronically submitted to the Federal Audit Cearinghouse.

Redevelnpment Agency

We will perform a financial and compliance audit of the basic financial statements of the Redevelopment Agency of Placer
County [Redevelopment Agency), a component unit of the County, in accordance with GAAS as promulgated by the AICPA;
the standards applicable to inancial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States, for the purpose of expressing opinions on the fair presentation of the Redevelopment Agency's financial
statements, in conformity with GAAP. Along with the independent auditer’s report on the Redevelopment Agency's
basic financial statements and an opinion “in-relation” to the supplemental schedules, we will also issue a report on the
Redevelopment Agency’s internal control over financiaf reporting and on compliance {including the provisions contained
in the Guidelines for Compliance Audits of Califorria Redevelopment Agencies, issued by the State Controller’s Office,
Mivision of Local Government Fiscal Affairs). The Redevelopment Agency will need to include Management’s Discussion
and Analysis a5 R3l to accompany the basic inancial statements. However, the infermation will not be audited.

Gaph Aogrewiigtions Limit

Wea will perform agreed-upon procedures to the County's calculation of its annual appropriations limit in accordance with
Article X1iI-E of the California Constitution and the annual appropriations limit far the County's dependent special districts,
The agreed-upon procedures to be performed and accountant's repart 10 be issuved will be conducted in accordance with
attestation standards established by the AICPA. The procedures to be perfarmed with respect to the appropriations fimit
include the following:

= Review the accuracy of the County's computations.

ra Determine the Appropriations Limit resulting from the completion of various worksheets was adopted by the
Board of Supervisors. '
Determine that the population and inflation options were selected by a tecorded vote of the Board of
Supervisors.

Macer Couniy Flood Conivol and Weter Conservation Distviotand Flacey Jeanty A Potligion Conlrot Distnict
Biennial audits will be conducted for the purpose of expressing opinions an the basic financial statements of the Placer
County Flood Control and Water Conservation District (Ficod Control District) and the Placer County Air Pollution Control
District {Air Pallution Qistrict]. The Flood Control and Air Pollution District's are separately created legal entities that are
independently governed and operated as special districts. The District’s are not considered component units of the County.
We understand that the Air Pollution District will be regquired to have an audit conductad for the two fiscal years ended
June 30, 2009, The District’s audits will be conducted in accordance with GAAS and the standards applicable to hnancial
audits contained in Government Auditing Standards, tssued by the Comptroller General of the United States,
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We will perferm a financial audit for the purpose of expressing an opinion on the fair presentation of the Commission's
hasic financial statements in conformity with GAAP. In addition, we will issue an independent auditor’s report on internal
¢ control over financial reporting and on compliance and othar matters based on an audit of Anancial statements performed
' in accordance with Goverament Auditing Standards and the Califormia Children and Families First Act of 198, The First 3
Placer Children and Families Commission (Commission} was established under the provisions of the California Children
and Families First Act of 1988 and is a legal antity separate and apart from the County. For financial staternent reporting
purpeses, the Commission is considered a component unit of the County, The Commission is also subject to specihc
State compliance requirements which are contained in the Standards and Procedures for Audits of Catifornia Counties
Participating in the First § California (Children and Families) Program, issued by the California State Controller. MGO will
issue & separate repart regarding the Comemission’s compliance with specific State requirements concerning laws and
i regulations contained in the Standards and Procedures for Audits of California Counties Participating in the First 5 California
{Childiren and Families) Program, which are identified below:

[ {1 Contracting and Procurement
(2} Administrative Costs

’ {3) Conrflict of Interest

: ({4} County Ordinance

‘ {5} Long-Range Financial Plans

: (6] Finanaal Condition of the Cormmission

| (7} Prograrn Evaluation

i {8} Salaries and Benefit Palicies

| Tohoe Area Reglonal Trangil (TART: Enterprise Sund i

[ We will perform an audit of the fund financial statements of the Tahoe Area Regional Transit (TART) for the fiscal year

ending June 30, 2009, TART is an enterprise fund of the County and is included as part of the Transit Fund in the County's

‘ basic inancial statements. In conjunction with the audit of the financial statements of TART, we will alsa datermine and
report an the County’s compliance with specific requirements pursuam to the Transpartation Development Act that are

! applicable to TART. Such compiiance requirements include determining the proper use of local transpartation funds and

i‘ the County achieving a minimum farebox ratio. The separately issued TART report needs to be transmitted to the State

Controller's Office annually within 180 days after the end of the fiscal year. We will complete and submit the final reports

| nolater than December 31 to satisfy the reporting deadline of the State Controller’s Office.

Wastarn Plazer Waste Manzoement Autporiy

We will perform a financial audit of basic financial statements of Western Placer Waste Management Authority (Authority}

in accordance GAAS and the standards applicable to finandial audits contained in Government Auditing Standards, isswed

by the Comptrolier General of the United States. The Authority is a stand alone legal entity established by a joint exercise

of powers agreement, and i$ separate and apart from the County. As a general purpose government, the Authority is

required to prepare Management's Discussion and Analysis, which will be prasented as RSl 1o accompany the basic

financial statements. We will apply certain limited procedures to the Authority’'s RS, however, the information will not be

audited. At the conciusion of the audit, we will issue an opinion on the financial statements of the Authority, including a

separate report on the Authority’s internal control over financial reporting and on compliance and other matters pursuant

! to Government Auditing Standards. '

| s )
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We will perfarm a financial audit of the basic financial statements of Golden Sierra Job Training Agency [Agency) in
accordance with GAAS as promulgated by the AICPA and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States for the purpose of expressing
opinions on the fair presentation of the Agency's basic financial statements, in conformity with GAAP. Since the Agency
is the recipient of federal awards ang annually expends federal funds in exeess of 3500000, we will also be performing a
Single Audit in accordance with the federal Single Audit Act Amendments of 1996; U 5, Office of Management and Budget
(OME; Circular A-133, Audits of States, Local Gevernments and Non-Profit Organizations. The Agency will be required 1o
prepare a schadule of expenditures of federal awards with accompanying notes and the following reports will be inciuded
aleng with our apinicn on Agency's basic financial staterments, under a single cover:

= Report on Compliance with Requirements Applicable to Each Major Program, Internal Control Over Compliance,
and Schedule of Expenditures of Federal Awards in Accordance with OMB Circular A-133.

= Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards.

A3 a stand-alone general purpose government, the Agency will have to prepare Management's Discussion and Analysis
{MDEA), to accompany it's basic inancial statements. Since MDE&A is considered RSI under professional standards, we -
will not audit the information, although we will subject the information to certain limited procedures, which primarily
consists of inquiries of management regarding the methods of measurement and presentation. MGO will provide the
final editing and printing of the Agency's financial statements and Single Audit reports, as well as, completing the online
Data Collection Form and efectronic submission to the Federal Audit Clearinghouse. MGO wili also provide the Agency
with a fnal print and electronic copy of the Data Collection Form that was electronically submitted to the Federal Audit
Clearinghouse.

Treazury Oversight Covpmitras Conyplianee

We will perform an examination of management’s assertion that the County Treasurer has complied with the County
Treasury Investment Policy and with the investment requirements of California Government Code Sections 27130 to 27137
for the yvear ending December 31, 2009 Our examination will be conducted pursuant to attestation standards established
by the AICPA.

Communication with Those Charged with Governange

Pursuant to Staterment on Auditing Standards (SAS) No. 134, The Auditor’s Communication wirh Those Charged with
Governance, MGQ will annually prepare and communicate certain matters refated to the conduct of an audit to those wheo
have respensibility for the aoversight of the financial reporting process, ie. the audit comm'itd:ee, Board of Supervisors, etc.
In conjunction with these communications, we will also present any significant deficiencies and/or material weaknesses
required to be communicated under SAS Na. 112, Cammunicating Internal Control Related Matrers Identified jn an Audir. Gur
communications will address the systems of internal control; accounting and financial systerns, functions, procedures and
processes especially with regard to cost effectiveness and compliance with laws, regulations, contracts and grants. These
communications will cover our audits for the following:

(1) County's Comprehensive Annual Financial Report
{2) Singte Audit

{3) Redevelopment Agency of Placer County

(47 TART
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Because the Flood Control District, Air Pollution District, Commission, Autharity, and the Agency have separate and distinct
gaverning bodies, we will also be issuing, under separate covers, a report communicating certain matters related to the
conduct of those audits to each entities governing body pursuant 1o SAS No. 114,

-
1

It is MGO's policy to fully discuss all indings and recommendations with the appropriate management personnel prior to
inclusion in our communications lettar.

We will make an immediate, written report, to the appropriate levels of authority and management within the County,
concerning any matters of fraud and/or illeqal acts o indications of llegal acts of which we become aware.

Audir Approach

The recently implemented AICPA Risk Assessment Standards (SAS No. 104 to 111} represented one of the most significant
changesinthe audit profession in decades. The Risk Assessment Standards represent a significant strengthening of auditing
standards that will improve the quaiity and effectiveness of audits. Specifically, the standards enhance the application of
the audit risk model by requiring auditors to obtain a more in-depth understanding of the audit ciient and its environment,
perform a more rigorous assessment of risk of material misstatement in the Hinancial statements, improve the linkage
between assessed risks and the audit procedures designed and performed to mitigate such visks and vulnerakilities and
clarify the concept of audit evidence. The financial statement audits for the varicus deliverables as described in tha Scope
of Services section, will be subject to these new standards. In response to these significant changes, MGO has adopted the
structure of the BDO International audit approach as set out in the diagram below:

Audit Contm!
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The audit involves the following stages:

Agree terms of engogement - We first agree with the client the objectives of the engagement and the nature and timing
of our reports.

Gather information - We develop an understanding of the dient’s business, information system and arganization, and the
ways in which management exercises control,

Develop audit strategy - Based on our knowladge, we than move to a detatled assessment of the risks potentially affecting
thefinancial staterments. A client-specific audit strategy is then developed, focusing aur audit efforts on financial statement
areas where there are significant risks of material misstatement, whether due to fraud or error. We select those procedures
which will provide us with the necessary evidence with optimum timing and efficiency.

Execute the oudit - We then perform the selected audit procedures, ensuring that they are carried out by staft who have a
tevel of experience and knowledge relevant to the planned procedures. The results are evaluated to determine whether
we have sufficient appropriate audit evidence or whether additional procedures need to be perfarmed.

Form an opinion - We draw together all the evidence we have obtained and consider whether we have obtained reasonable
assurarce that the rick of material misstatement has been reduced to an appropriately low level.

Report - We issue pur report, ensuring that it is a clear expression of opinion on the financial statements, in addition, we
report on other imatters coverad by the terms of our engagement,

Qur approach will be tailored 1o meet the specific needs for each raspective audit that is conducted. We will leverage
off of our experience base and build upan our deep understanding of governmental operations, as well as, our previous
experience and know!ledge of the County. As conditions change, we will adapt and continue to develop cur understanding
of critical audit areas through comprehensive audit planning and risk assessment. The key component in performing
a successful and effective audit of @ government entity is to have knowledgeable and passionate professionals that
understand the government industry and environment. Gur audit approach entails an anafysis of audit risks leading to a
focus of audit effort. -

Throughout the audit process we gain knowledge which, combined with our general experience and expertise, provides
us with a unique insight into the County's operations and with opportunities for identifying improvements, not only
with respect to accounting and information systems but atso regarding broader, and often more significant areas such as

organizational structure and financial planning. This insight is often a source of valuable business advice which may be
communicated 1o the County.

Qur appraach emphasizes comprehensive and timefy audit planning. Some of tha techniques to eliminate last-minute
surprises are: our managers and partners complete a pre-review of the basic inancial staternants, stay abreast of new GASE
pronguncemeants and continually communicate with County persaonne! to discuss staff assignments, timing of obtaining a
comprehensive list of schedules, confirmations, and analysis of selected account balances.

enizrnal Corntrol Apgroach

We assess overall controls each year using the BDO Compass 3 Information Gathering Questionnaire {I1GQ} which poses
a aumber of critical questions designed to identify the existence of strengths that would reduce or mitigate the risk of
misstatemant. The 1GQ considers the following components of overall contrals:

{1} Control environment;

{2) Risk assessment;

{3} Contred activities;

4} Information and communication; and

{5) Monitoring. 4‘.&3 |
S/
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PROJECT APPROACH AND PLAN OF WORK

Each Strengtlh is considered in terms of its effect on each significant financial statement area, or underlying transaction
strear, and the related assertions, However, the importance of the cantrol environment, risk assessment, and monitoring
components stem from their pervasive influence. As part of our Execution Step, we perform system walkthroughs
and/or tests of controls identified as control points in our IGD 10 determine whether the internal controls prescribed by
management are fungtioning as designed.

Some of the audit steps that we perform during this part of cur Execution Stage are as tallows:

13 Test controls of significant transaction streams using statistical sampling methods to determine that the checks
and balances are functioning as prescribed. Our sample sizes generally vary from 25 to 45 items depending on
our assessment of control and detection risks, :

= If applicable, identify instances where the internal contrels failed to detect an error and report these instances to
the appropriate persons, If the inding is of substance, document our findings in a preliminary management letter
so that necessary corrections can be made immediately.

t1  Based on our test results, re-evaluate our preliminary assessment of control risk and make necessary changes to
our general audit approach.

The level of controls assurance is assessed for each assertion for each financial statement area. The extent of assurance we
may take from controls is assessed by carrying out a detailed evaluation of contrels, which would require both:

v The consideration of the design of impartant control activities relevant to the specific assertion that we are
considering; and
o The performance of tests of controls to test adherence to the relevant control activities,

Upon completion of these tests, we update our preliminary evaluation of the control environment and the related
accounting and administrative procedures. Based upon the results of our tests, we may revise our assessment of control
risk for each significant area.

Laws apd Regadations Aporoach
When planning and performing audit procedures and in evaluating and reporting the results thereof, we need to recognize
that an illegal act may materially affect the financial statements,

Laws and regulations vary considerably in their relation to the financial staterments:

Direct and material effect on financial statements
= We consider laws and regulations that generally have a direct and material effect on the determination of financial
statement amourts. Forexample, escheat or unclaimed property laws, may affect recorded liabilities and revenues
and applicable laws and regulations may affect the amount of revenue accrued under government contracts.
However, we consider such laws or regulations from the perspective of thair known relation to audit objectives
derived from financial statement assertions rather than from a legal perspective.

tndirect effect on fnanciof statements
= The County may be affected by many other laws or regulations, including those related 1o o¢cupational safety
and health, equal empioyment, and other violations. Generally, these laws and regulations relate more to an
organization's operating aspects than toits financial and accounting aspects, and their inancial statement effect is
indirect. We ordinarily do not have sufficient basis for recognizing possible vielations of such laws and regulations.
Their indirect effect is normally the result of the need to disclose a contingent liability because of the allegation
ar determination of illegality.
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r'/ Normally, our audit does natinclude procedures specifically designed to detect illegal acts that indirectly affect the inandial \ﬁ

' statements. However, the pracedures listed below, which may be performed for the purpose of forming an opinion on the

. financial statements, may bring possible illegal acts 1o our attenticn;

i

i c: Familiarization with the particular legal operaticnal framework applicable to the County and its operations.

: . Inguiring of management and the County's attorneys regarding the accounting for and disclosure of loss

I contingencies,

| = Inguining of management as to the laws and regulations that may be expected to have a fundamental impacton

i the operations of the County. _ }

5 o Discussing with management policies and procedures adopted for identifying, evaluating, and accounting for

i litigation claims and assessments; . !

‘ = Inspecting relevant documentation and correspondence with relevant licensing or regulatory autharities.

a1 Obtaining written confirmation from management that they have disclosed all events of which they are aware

!‘ ' which invalve possible illegal acts, together with any actual or contingent consequendces which may arise.
We also remain cognizant for any instances of non-compliance with laws or regulations at all times during the course of our

Ii audit that may come 1o our attention through: '

‘ —  The performance of other substantive procedures; . i

L The review of minutes of County Board of Supervisors meetings; and

; vy Inguiry of the County Executive, members of the Board of Supervisors, the County's lawyers, and others regarding

j litigaticn, claims, and assessments,

l Samaling hpproach
Audit sampling is the application of an audit procedure to less than 100% of the items within an account balance or class of
transactions for the purpose of evaluating the value of the balance or class. Substantive test ("variables”) sampling provides

E a technigue for estimating the extent of monetary misstatement in a class of transactions or balances. It can also be used
for estimating the amount of a population. it answers the question, "How much?” rather than “How many?” as in sampling
for attributes (such as the operation of & contrall, and is normally used to help decide if 2 batance is materially misstated.
Sampling can be very useful in parforming substantive tests on, for example, inventory or accounts receivable. Samplin-:;j
is sometimes also used for determining sample sizes for substantive tests of recorded transactions le.g., vouching of sales,
purchases). !
There are situations when the more formal approach to sample size determination is aften not practical These situations !
include:

| r3 o Test counting during inventory observations.

= Examining canceled checks when reviewing a bank reconciliation, i
iz Checking depreciation calculations,

2 Requesting vendaor statements,

o Testing accruals,

: 1 Interviewing client persaonnel in conjunction with observation and inquiry procedures.

!  Applying analytical procedures. I
This does not mean that we would never use sampling for the above types of procaedures, For examplg, sampling rmight be
used when determining the extant of testing for: '

o Examining canceled checks when the client’s outstanding check list consists of an unusually large number of
iterns which are similar in amount, such as a payroll account for a very targe client,

; o1 Selecting invoices for verifying an accounts payabie listing consisting of an unusually large number of items

ll sirmilar in amount. /D

it Testingan scarual comprised of a large number of small items _Juéo 2
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The application of sampling requires significant auditor judgment in areas such as:

L Considering audit approac'hes other than using audit sampling {e.g.. use of CAATs}.
:+  Defining the popudation and defining the sampling iterm,
tr Assessing the overall risk level for related control, analytical procedures and risk assessment activities
= Determining materiality as a base for calculating the tolerable misstatement {errar).
7 Selerting items for 100% examination,
c1 Determining the sample size, considering factors such as:
a. Expected misstatement {errors) to be found,
b. The effact of other tests on the account being tested.

MO0 encourages the use of statistical sampling whenever practical especially for substantive tests. We use two primary
substantive statistical sampling technigues - PPS {*Probability Proportional to Size”} sampling and SR5 ("Stratified Random
Sampling”). We generally first remove all individual Hems in excess of 90% of the tolerable misstatement from the
population for 100% examination prior to selecting a sample, for both PPS and SRS samples.

In summary our sampling procedures include the following:

= Define the Ohjective
i Define the Popuilation and the Sampling Unit
Define Tolerable Misstaterment
= Remove ltemns for 100% Examination )
> Specify the Desired Level of Sampling Assurance and the Acceptable Risk of Cverauditing
ry  Estimate the Expected {Anticipated) Misstaternent
= 3 Selectthe Sampling Technique {e.g., non-statistical, PPS, 5RS)
2> Determine the Sample Size
= Select the Sample
= Examine the Sample kems and Evaluste the Sampie Results

winrrnstion Sydiams fppvoach

We will evaluate the County's infarmation technology {T) envirenment in accordance with ULS. Government Accountability
Office guidelines and AICPA quidelines, The objectives of these reviews are to (1} obtainan understanding of relevant system
caontrols to identify areas that could pose potential auditing risks, {2) determine whether sufficient controls are in place 1o
protect the integrity and refiability of financial data, {3) determine the capability of the core financial management system
in carrying out financial data processing and 4} test the system control for the core financial management information
systemn,

We Ctassify control activities in a computerized accounting systerm environment into two types:

{1t Application cantrals and
(2} General 1T controis.

Application controls relare to the transactions and master files or databases for each individual accounting application and
represent those controls that operate in the course of processing transactions whose purpose is to ensure the completeness,
accuracy and validity of accounting information. Whereas, general 1T controls are intended to establish a framework of
overall control over all aspects of computerized processing and therefore will affect many applications. General 1T ¢ontrols
are eszential to maintaining the effectiveness of automated application controls aver time.
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As part of aur Planning Phase, we document cur understanding of and evaluate the design and implamentation of the
information processing system, the design of the control activities, and the effective operation of the control activities.

In addition, we expect to see a direct relationship between the application ¢ontrol activities and supporting general
cantrol activities. This relationship is documented and tested. We also establish specific substantive audit procedures by
relating controls and substantive pracedures to risks, MGO's Information Technolagy Consultants are experienced in this
process and will provide guidance and consultation to our assurance professionals. As we design our substantive audit
procedures, we make a preliminary evaluation of the axtent to which application and general control activities are likely to
be effective in preventing or detecting material misstatements for each assertion.

Regardless of whether we dacide to rely on contrals as part of our audit strateqy, we assess the potential effectivaness of
controls ar risks in the County's accounting systems in erder to identify significant weaknesses and direct our attention to
thase areas susceptible to misstatement, whether due 1o error or fraud.

Analviial Froogauires
Auditing standards require the use of analytical procedures in the planning and overall review stages of the audit. They
may be used throughout the audit:

(V) To direct our attention during the planning stage to areas where amounts appear unusual to the extent that we
are put an warning that a material amount may be misstated;

(2] To provide an important source of audit evidence at the execution stage or substantive analytical procedurs; and
{3} Informing an opinien on the financial statements by assessing the overall reasonableness of these statements,

Praliminary Analytical Reviews ~ assist us in planming the nature, timing, and extent of auditing procedures that will be
used 1o obtain evidential matter for specific account balances or classes of transactions. To accomplish this, we focus on
enhancing our understanding of the ¢lient’s business and the transactions arid events that have occurred since the last
audit date and identifying areas that may represent specific risks relevant to the audit,

Our work should normally cover a comparison of:

£ Actual results to budget;

7 Current year operating results and financial position with the pricr year;

i Key financial and operating ratios with the prior year, the industry, and with each other;
Relationships among elements of financial information within the pericd; and
Relevant non-financial information (e.q., number of employees. square footage, etg ).

Substantive Analytical Procedures (SAPs) - essentially involve a comparison of an amount in the financial statements with
what we would expect that amount to be based on our knowledge of the organization and having regard to other avdit
evidence,

Cur work should normally invelve utilizing the following technigues:

i: Using WinlDEA to extract data and prepare subseguent analysis.

o Determining whether there is a valid relationship between the items being compared {e.g., between interest and
interest bearing balances).

= Disaggregating information to compute ratios separately, parcentages and amaunts for different funds.

3 - Considering the quality of the data being used in the procedure factoring whether we tested the data and the
source of the data.
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OME Circular A-132 requires the auditor te use a risk-based approach to determine which federal programs are major
programs. The risk-based approach includes consideration of current and prior audit experience, oversight by federa
agencies and pass-through agencies, and the inherent risk of the federal programs. The risk-based approach is designed
to facus the single audit on higher-risk programs.

The flowchart below illustrates our approach and application of the risk-based approach for determining major
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Adgitional Tinets Sodic Frovedares

Entities like the County and the Golden Sierra Job Training Agency that receive federal funds are subject to the audit
requirements of OMB Circular A-133. As your auditors, we have a responsibility to determine whether the County and the
Agency have complied with laws, regulations, and the provisions of contracts or grant agreements pertaining to federal
awards that have a direct and material effect on each majar program. Our focus far this area includes monitoring significant
deficiencies or materia! weaknesses ensuring appropriate corrective measures are implemented in a timely manner.

In addition to the approach as depicted in the previous flowchart the following is a broad outline of some of the basic

activities to be performed during three distinct phases to ensure the Single Audit is properly planned and efficiently
executad:

Planning Phase:

1

O

)

Review of predecessar auditor work papers

Review Fart 2 of the OME Circular A-133 Compliance Supplement and prepare a matrix detailing all of the
compliance requirements directly applicable to each of the County’s and Agency's major programs.

Review of the priar yvear Single Audit reports for consideration and impact of any prior year internal control
deficiencies and/or compliance findings with respect 1o each major program

Perform reasonabie procedures (ie. inquiry of responsible program mapagement personnel, ingquiry of
granting agency personnel, review of applicable Code of Federal Regulations for each major prograrm, review of
appendices to OMB Circular A-133 Compliance Supplement for any highlighted program changes, etc.) to &nsure
that compliance requirements for each major program are current and whether there have been any significant
changes from the prior year for consideration

Hold and conduct entrance conferences and planning meetings with appropriate program managers responsible
for program oversight

Request administering departments to complete Single Audit questionnaires for assistance in performing
preliminary risk assessment of audit risk for identified programs

Prepare initial audit materiality matrix for assessing and do¢umenting which pragram’s compliance requirements
are direct and material. Materiality is determined on a situational basis and is a matter of professional judgment,
considering both gualitative and quantitative factors, our firm’s past practices and industry specific standards
ldentify each of the major program’s compliance requirements 1o be tested and prepare separate program specific
client participation schedules detailing information requésted by the auditors

Conduct inquiry of responsible department program managers regarding the existence of fraud, abuse, illegal
acts, and known noncempliance specific to each major program

Obtain copies and review any desk and/or on-site reviews conducted by oversight agencies

Review department andsor program policies and procedures concerning established. internal controls over the
administration and compliance with direct and material compliance requirements

Obtain an understanding of the five components of internal control over each major program sufficient to plan
the audit in order to support a low assessed level of control risk

Plan the testing of internal control over each major program to support a low assessed level of controf risk for the
assertions relevant to the compliance reguirerments, excapt where the internal controls are likely to be ineffective
in preventing or detecting noncomphiance

Develop tests of internal controls over compliange and ather procedures that specifically respond to the audit
objectives of each major program’s direct and material compliance requirements
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Execution Phase:

= Based upon the relevant sample size determined perform the planned level of testing of internal controls and
sufficient tests of transactions and other audit procedures necessary to determing whether laws, regulations, and
the provisions of contracts or grant agreements that may have a direct and material effect on each major program
were complied with in order to support an apinion an compliance

i Perform subsequent event proceduras (i.e. inquiry concerning oversight agency idemifying noncompliance or
internal control related matters

5 Compile and disquss with administering department personnel and the Auditor Controller's Office any identified
internal control and/or comphiance findings and obtain preliminary management rasponses and corrective action
plan

t:  Validate the accuracy of the amounts reparted an the schedule of expenditures of federal awards and reconcile
to the County's general ledger

2 Follow-up on any prior audit findings. including performing procedures 16 assess the reasonableness of the
surnmary schedule of prior audit findings

Completion Phase:
o Prepare draft report on compliance requirements applicable 1o each major program and on internal control over
compliance in accordance with OMB Circular A-133 and provide to County for review

o1 Prepare and issue Anal auditor’s report

Adchiticral Azsistance
We will also perform the following tasks as requested by the County:

o In canjunction with the County's efforts to submit its CAFR to the GFOA for review and consideration for tha
{ertificate of Achievernent for Excellence in Financial Reporting {Certificate) program, complete a technical review
to ensure the County satishes the requirements of the Certificate pregram

= Provide any such additional report schedubes, exhibits or other infarmation with respeact to any completed and

filed audit reparts as may be required by a cognizant agency, grantor or administrative agency upen review of the
Single Audit report
Attend all scheduled meatings with the County's audit commitiee and Grand Jury

L)

i~ During and throughout the audit fieldwork, provide bi-weekly status reparts ta the Auditor-Controller summarizing

the results and progress of the audit. Any significant findings and/deiays in obtaining information which requires

management attention ar recommendations for immediate corrective action will be communicated

i conditions are discovered that lead to the belief that material errors, fraud, or abuse may have occurred, or

if other circumstances are encountered that requires extended services, we will promptly advise the Treasury

Oversight Committee (TOC), with respect to matters invelving the TOC examination, or the Auditor-Controller for

all other audits under the terms of the cantract

> Keep the County advised of new state and national developments affecting government finance and reporting,
standards, and trends

= Be available year-round to advise the County ¢on various Anancial issues and to recommend the proper course of
action

[
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Working Paper Retention and Access 1o Worling Papers
The audit documentation for this engagement is the property of MGD and constitutes confidential information. However,
pursuant to autharity given by law or regutation, we may be requested to make certain audit documentation available to

the County cognizant or oversight agency, federal agency providing direct or indirect funding, or the U5, Government

Accountahility Office for purposes of a quality review of the audit. We will notify the County of any such request. If
requested, access to such audit documentation will be provided under the supervision of MGO personnel. MOO will also
make the audit documentation available to the following parties or their designees during the retention period: (1} Placer
County Audit Committes, (2} Placer County Grand Jury, (3) Placer County Executive and/or Auditor-Controller’s Gffice, (4)
auditor or agencies of which the County is a subrecipient of grant funds, and (5} Treasury Oversight Committee.

The audit documentation for this engagement will be retained for a minimum of seven years after the report release date
or for any additional perind reguested by the County,

MNew Professional Srandards

The Governmental Accounting Standards Board (GASB) has issued various new accounting standards that will impact
accounting and financial reporting of the County. We are uniquely qualifed to assist the County in effectivelyimplementing
those standards. The combination of our experience and relationiships with the standard setting community separates us
from our competitors. We will work closely with County management to ensure that all new standards are addressed,
understond and properly implemented to the financial reporting. Below is a list of such standards we will advise the
County. '

7 GASB Statement Mo, 4% - Accounting end Financial Reporting for Poflution Remediation Obfigations
©1 GASBE Statement No. 51 - Accounting and Financial Reparting for Intangible Assets

o GASB Statermnent No. 52 - Lond and Other Real Estate Mefd as investment for Endowments

o GASE Statement No. 53 - Accourtting and Finencial Reporting for Derfeative Instrumennts

Manapoment Plan wy Ensure On-Time Delivery and Comphance
Governmental entities often depend on an elaborate structure of interlocking relationships for managing programs and
resgurces, We believe that a successful engagement is based upon organization, communication and coordination,

Cur objective is to provide the County with an audit plan that is both realistic and mutually acceptable, thus forming the
basis by which audit progress can be measured. Frequent communication is required for the audit plan to be an effective
management tool. We are committed 1o completing the County and other entity audits in a manner that best serves
the workflow and schedules of all responsible personnel. We will meet with the appropriate management personnel
on a reqular basis to report the progress of our audits and to report any prefiminary findings. The timing of our audit
procedures will be closely coordinated with the County’s Auditer-Controller's Office, and management of the various
departments to minimize disruption to the County's operations, but still ansuring the completion of tasks and deliverablas.
The achievernent of mesating the County's deadlines is predicated upon the timely closing of accounting records and the
accurate preparation of GAAP-basis financial statements by the County for all of the various deliverables. We expect the
County to communicate any foresesable delays in the delivery of accounting records, financial statements, and/or other
documents needed to complete our work.

‘Our sudit approach emphasizes comprehensive and timely audit planning. Proper planning, timely communications, and

prampt resolution of reporting issues will lead to a smooth transition to the timely completion of the engagements and
issuance of the final raports. This approach will result in a positive working relationship that is built upon teamwaork and
the achievement of mutual goals between our auditors and County personneal.
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Some of the technigues to provide a recipe for success are: (1) perform a pre-review of prior year financial statements and\
provide feedback: (2 review of the predecessar audit work papers; (3} inform County and other personnel responsible

for Ainancial reporting of any new accounting andfor auditing standards that may impact the audits; (4] convene an
entrance conference with all stakeholders who have 2 rede in the financial reporting process and identify a fiaison for
each of the various deliverabies, as well a2 an overall liaison to the audit contract; (5) prepare separate client participation
schedules for each deliverable and meet "in-person” 1o review the information requested, establishing clear expectations
and reasonable timelines; {8) throughout the course of the various audits institute weekly status meetings as a means

for measuring progress and eliminating expectation gaps and last minute “fire dnlls”; and (7] establishing two distinct

i "teams” assigned to complete the audits and issue all of the required reports. The engagement “teams” responsible for

the execution and delivery of the audit services will be as follows:
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* Assigned to the Western Flacer Waste Management Authotity, Gofden Sicrra Job Training Agency. and Treasui y Owersight Committes engagements.

** Assigned tothe County™s CAFR, Single Audit. Bedevelopment Agency, Appropriations Limt, Flood Control District, &ir Pollution District, Fust 5 Places
Childven and Farmalies {ommiszion, and TART Enterprise Fand engagernents, '

Besides the overall professional audit risk thatis inherant in performing any audit, the most significant risks with respect to
the services requested under the Request for Proposal resides in the timing and performance of the various audits. We will
commit the necessary resources, as demonstrated by the establishment of twa separate and experienced "teams”, to ensure
that ail services are rendered within the timelines set out by the County. Howaver, significant delays from predetermined
timelines could jeopardize cur ability to meet those obligations. Therefore, it is impearative that draft financial statements,
iterns requested by the auditors as outlined in client participation schedules, as well as other information requested by
our auditors throughout the audit process is complete, accurate and received in a timely fashion. To mitigate this risk, we
have previously identified our approach from a planning. communication and coordination standpaint that provides a
framewark far success.

Another potential risk is the County's implemantation of GASB Statement No. 49, To mitigate the risks encountered when
new standards are implemented, at the outset of the contract, we will have upfront discussions regarding the applicability
and impacts, if any, of this new standard on the County’s accounting and fnancial reporting. Also, we will establish a clear
understanding of the County’s approach to implementing the standard and come 10 a consensus on the proper course of
action necessary to ensure adherence to the requirements of GASB Statement No. 45, %?
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i
Meeiing Deadlines

We are passionale about meeting and exceeding the expectations of our clients. The following is a tentative task schedule
for the fiscal year ending June 30, 2009, which articulates our understanding of the County’s tirmeline for completion and
delivery of the various reports. A similar schedule will be developed for the subsequent years audits.

Ty

T L T R T ST YT

| a Prapased Dates Task / Specific Deliverables

Lo oo g =l

Soon after execution Entrance conference with the Auditor-Controller’s office and other appropriate key
of contract personnel. Discuss prior and anticipated audit problems and work to be performed.
Establish overall liaisan for the audits, Also, establish framework for the preparation of the
*prepared by client” list, which will be used to manage warkflow throughout the audit.

= ST = -4 AT el e v 14 T

Juneflul Perform interim procedures including, plarnning, documentation of internal controls,
¥ p g. p 9

testing of certain internal cantrols and single audit compliance, Also, initiate weekly status
meetings with management to discuss progress, issues and werkfiow challenges,

September thru Cammence year-end audit fieldwork for the Commission, Redevelopment Agency, Western
Qctober Placer Waste Management Authority, and Placer County Air Pollution Control Bistrict.

TR T RN i1 ST T BRI gap Pt 3ok BT T S o T el o e e : T i
Mo later than Provide 25 bound report copies of the First 5 Placer Children and Families Commission.

Septermber 30, 2008

October 19, 2009 Commence year-end audit fieldwork for the County's CAFR, TART, GANN &ppropriations

Lirnit, and Singte Audit.
! i TRy
Mo later than Provide 25 bound report copies of the Placer County Redevelopment Agancy,

October 30, 2009

— "o

Mo later than Provide 1 final bend copy the Auditor’s Report on the CAFR, and 10 bound report copies of
December 15, 2008 the Agreed-upon Proceduras Report on Appropriation Limit,
Mo later than Provide 25 bound repert copies of the Placer County Fleod Control and Water Conservation
December 31, 2009 District and the Air Pollution Contral District, 25 bound report capies of the Wester Placer
Waste Management Authority and of the TART Enterprise Fund.
S—— S—— - —— -
Mo later than Commence year-end audit fieldwork for Golden Sierra Job Training Agency and the Treasury
January 11, 2010 Oversight Committee Compliance.
Mo later than Provide 50 bound report copies of the Single Audit Report, 25 bound report coples of the
February 26, 2010 (olden Sierra tob Training Agency, 25 bound report capies of the Repaort to Management,
and 25 bound report copies of the Independent Treasurar's Assertion.
- T AR S O T e P R A - B U U S —— ——
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Craaliy 13 Worth the Cost
Having worked with governmental organizations for over two decades, we
understand the budget constraints and political challenges you face. It often
SEeems Necessary in the auditor selection process to opt for a low bid in order to
meet budgetary goals. While we continually strive 1o develop fee structures for
oUr engagerments that are sensitive to the cost obligations that governments face,
MGEO is not vsually the “lowest bidder” in the auditor pool. Qur business model is designed to offer the highest quaiity
service, bar none, and propagates having the expertise 1o serve governments better than any other firmi in California. In
today’s complex environment, the adage “you get what you pay for” can be the difference between an organization’s
success and its failure,

Troubled governments make headlines every day. MGC has a proven track record of assisting {hal.lenged governments to
get back on track for success, Combine this with gur spotiess performance record and one can begin to understand the
quality of service we provide. Our firm has had no substandard performance findings in aver 20 vears of doing business,
and we recentiy received a clean inspection from the Public Company Accounting Cuersight Board for our public company
audits - a clear differentiator between us and many of aur competitors,

Governmental accounting and reporting is changing and expanding at an ever increasing rate.  Coupla this with public
accountability issues, federal gressore for increased audit guality, and the penalties for substandard audit performance,
and the result is plain: ingreased risk. Government audits, often considered low-risk engagements by other firms, are
guickly becoming areas of extremely high risk. The technical issues invalved in gavernment auditing are on a par with
those in the commercial environment - but most auditors have little experience and technical guidance to draw upon in
serving governments,

Dealing with these techmical issues requires well-trained, highly motivated individuals. Coping with the real issues
governments are facing (infrastructure, terronsm, prison overcrowding, drugs and so many more) requires even mors from
the individuals in the professicn. At MGO, we understand that governmental accounting and reporting is being thrustinto
the spotlight and increasingly scrutinized by a multitude of individuals and groups. We believe that it is imperative that
public accountants who serve governments must constantly keep this fact wop-of-mind as they help governmenis prepare
for and secure thair futuras.

Proposed Fees

We are sensitive 1o the County’'s nead to control costs. Itis our commitment to offer quality service at competitive and fair
rates. Our proposed not-to-exceed fees and estimated hours to provide audit services for the County for the years ending
June 30, 2008, 2010, and 2011, and optional two-year extension for 2012 and 2013 are included on the foilowing pages.

Should the hours we incur be less than those proposed, we reserve the right to bill our all-inglusive. maximum fees,
Conversely, if our incurred hours exceed our proposed hours, we understand that our fees shall not exceed the proposed
amount. The praposed fees are based on the assumption that there will not be any major changes in scope, which includes
naw atcounting or auditing standards that are not foreseeable at this ime; therefore, the impacis cannot be determined.
If the scope of the audit is expanded, our fees will be adjusted accordingly.

Cur proposed not-to-axceed feas and hours are based on the assumption that the accounting records are in order and that

all accrua! adjustments necessary to present the financial staterments in accordance with accounting principles generally

accepted in the United States of America are prepared by you. If we encounter difficulties because accounting records are

notreadily available, material weaknesses in internal control are identified, or other problems arise, we will meet with you

o distuss a potential fee adjustment and 1o discuss the problems encountered before any additional work is incurred. 4{&}
)
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-

Also, our fees for audit services related to the Single Audit are based upon four major pregrams per fiscal vear. For each
additional major program that is reguired te be audited under the requirerments of OMB Circular A-133, our fegs will increase
approximately $5,500 per majer program.

Cwr professional services will be billed monthly based on the amaunt of hours worked.

.Comprehensive ARrival Financial Hepnﬂ'l-_ S

Professional Rate per Total Total
Classification Hour Hours Fee
Client Service Partner $ 304 20 5 7,880
Technical Review Partner 394 16 6,304
Engagement Director 315 96 30,240
EDPAT Consuitant 268 32 8,576
Senior Assaciates 158 270 42,660
Audit Associates 130 500 65,000
Administrative Support Staft 110 5 2 220
Sub-total 936 160,880
Professional Discount (84,398)
Qut-of-Pocket Expenses * 3,000
Total Hours and Fee 936 S 759,482

Single Audit {OMB CGircular A-133)

Professional Rate per Total Total
Classification ' Hour Hours Fee
Client Service Partner $ 394 2z 5 7ag |
Technical Review Partner ' 394 6 2,364
Engagement Director 315 26 ' 8,190
Senior Associates 158 40 6,320
Audit Associates 130 200 26,000
Administrative Support Staff 110 : 2 220
Sub-total 276 43,882
Professional Discount : (22.977)
QOut-of-Pocket Expenses * _ 1,000
Total Hours and Fee _ 278 S 905

* Includes photocopy, fax, mail, travel, and telephone charges expectad to be incurred,

46D)
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Professional Rate per Total Total .

Classification Hour Hours Fee i
Client Service Partner $ 394 4 $ 1,576
Technical Review Partner 394 2 788
Engagement Director 315 : 20 6,300
Senior Associates 158 35 5,530
Audit Associates 130 70 9,100
Administrative Support Staff 110 4 440
Sub-total _ 135 23,734
. Professional Discount {12,434)
l Qut-of-Pocket Expenses * 500
Total Hours and Fee 135 5 11,800

" GANN Appropriations Limit (Articfe Xili-B) ~ "~ 7T

Professional Rate per Total Total

Classification Hour Hours Fee
Client Service Partner 5 . 394 - 5 -
Technical Review Partner 394 ] 394
Engagement Director N5 P 630
Senior AssGciates 158 2 316
Audit Associates 130 4 520
Administrative Support Staff 10 1 110
Sub-total 10 1,970
l Professional Discount {1,032
Out-of-Pocket Expenses * 50
Total Hours and Fee 10 5 988

* Includes photocopy, fax, mail, travel, and telephone chargas expectad 1o be incurred.
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" Placer County Air Pollution Control District

Total |

Professicnal Rate per Total
Classification Hour Hours Fee
Client Service Partner 394 - -
Technical Review Partner 394 2 788
Engagement Director 315 10 3,150
Senior Associates 158 20 3,160
Audit Associates 130 54 7,020
Administrative Support Staff 10 2 220
Sub-total 38 14,338
Professional Discount {7,510}
Out-of -Pocket Expenses * 500
Total Hout's and Fee 38 7.328

Professional Rate per Total Total
Ciassification Hour Hours Fee
Client Service Partner 406 - -
Technical Review Partner 406 2 812
Engagement Director 324 10 3,245
Senior Associates 163 20 3,255
Audit Associates 134 54 7231
Clerical/Support Staff 113 2 227
Sub-total 88 14,769
Professional Discount (7,721}
Qut-of-Pocket Expenses * 500
Total Hours and Fee 88 7,548

* Includes photocopy, fax, mail, travel, and telephone charges expected to be incurred.
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COST PROPOSAL

Total

Fee

788
4410
3,160 ‘
7,020 i

220 ;

Professional Rate per Total
Classification Hour Hours
Client Service Pariner 5 394 -
Technical Review Partner 394 2
Engagement Director 315 14
Senior Assaciates 158 20
Audit Associates 130 54
Administrative Support 5taff 11¢ 2
Sub-total 92
Profassional Discount
Qut-of-Pocket Expenses *
Total Hours and Fee Q2

\rea

15,598
{8,170}
500

7,928

788
2,520
2,528
5,720

220

Professional Rate per Total
Classification Hour Hours
Client Service Partner S 394 -
Technical Raview Partner 394 2
Engagement Director 315 8
Senior Associates i58 16
Audit Associates 130 44
Administrative Support Staff 110 2
Sub-total 72
Professional Discount
Out-of-Pocket Expenses *
Total Hours and Fee 72

* Includes photocopy, fax, mail, travel, and telephone charges expected to be incurred,

11,776
(6,168)
00

6,108




CO5T PROPOSAL

Professional Rate per Total Total
Classification Hour Hours Fee
Client Service Partner 5 394 8 5 3,152
Fechnical Review Partner 394 . 4 1,576
Engagement Director 315 30 9,450
Senior Associates 158 ' 100 15,800
Audit Assaciates 130 60 7.800
Administrative Support Staff 1Mo 3 330
Sub-total : 205 38,108
Professional Discount {19,980}
Qut-of-Pocket Expenses * 500
Total Hours and Fee 205 S 18,628

Professional Rate per Total Total

Classification Hour Hours Fee

Client Service Partner 5 394 - B8 5 3,152

Technical Review Partner 364 4 1,576

Engagement Director 315 25 7875

Senior Assaciates ' 158 100 15,800 _
4' Audit Associates 130 a0 5,200 f
: Administrative Support Staff 110 3 330 |
‘ Sub-total 180 33,933
J' Professianal Discount {17,795} J
_ Out-of-Pocket Expenses * - 500 ;
1 Total Hours and Fee 180 5 16,638 l

1 *Includes photocopy, fax, mail, travel, and telephone charges expected 10 be incurred.

\_ | He4
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COST PROPOSAL

- Treasury Oversight Comhittée {Article. 6) _. _
' Professional Rate per Total Total

Classification Hour Hours Fee
Client Service Fartner S 394 2 5 788
Technical Review Partner 394 1 394
; Engagement Director 315 8 2,520
| Senior Associates 158 14 2,212
Audit Associates 130 30 3,900
Administrative Support Staff 110 1 110
Sub-total 56 9,924
Professional Discount {5,199}
Out-of-Pocket Expenses * 250
Total Hours and Fee 5é 5 4,975

.. .. -.Summaryof Deliverablesand Fees ., .. .icooooo o .
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
Ending Ending Ending Ending Ending
Deliverabies June 30, 2009 June 30, 2010 June 30, 2011 June 30, 2012 June 30, 2013
Comprehensve Annual Financial 5 749,482 ) 81,866 5 84,322 5 85,852 ) 89,458
Repart
Single Audit (OMB Circular A-133) . 21,905 22,562 23,239 23,936 24,654
Redavelopment Agency of Placer 11,800 12,154 12,519 12,854 13,281
Caunty
GANN Appropriations Limit 285 1,018 1,043 1,080 1,112
{Article XtHI-@)
] Placer Caunty Air Pollution . 7,328 - 7774 - 8.243
P {onuo! District
I Placer County Flood Contiol and - 7.548 - 008 -
T Water Conservation Dustrict
First & Placer Children and 7,028 8,166 B411 B&63 8,923
Farnilies Cornmiission
Tahoe Area Rtegional Transit 6,108 6,291 6,480 6,674 £,875
Enterprise Fund
Western Flacer wWaste 18,628 19,187 19,762 21,355 20,966
Management Authority
Golgden Sierra Job Tlai.ning 16,638 17137 17.6%1 18,534 19,090
Agency
¢ Treasury Oversight Committes 4,375 5124 5278 5542 5708
{Aricle &)
TOTAL PROPCSED
MAXIMLIM FEES $ 175,789 5 181,053 H 186,384 % 192,538 b 188,315
I *Includes photocopy, fax, mail, travel, and telephone charges expectad to be incurred. 4@5
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Qur fees for additional professional services would be based on our standard hourly rates in effect during the year when
additional services are requested, which vary according to the degree of responsibility involved and the experience level ]

of the personnel assigned to the task. Fees for additional servicas requested during fiscal year 2008/2009 are based on the

following standard hourly rates, as noted below,

ADDIFIONAL PROFESSIONAL SERVICES

Professional
Classification

Client Service Partner
Technical Review Partner
Engagement Director
EDPAT Consultant
Engagement Manager
Senior Associate

Audit Associate _
Administrative Support Staff

Rate per
Hour

$394
5394
3315
£268
$226
$158
$130
$110

3z
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RICHARD A. GRELN, CPA

CLITENT SERVICH

Responsibibimes:

service delivery

Background:

BT e s it et

Rick has nearly twenty years of auditing, accounting, and
consulting experience, including all phases of external and
internal auditing. He has led 4 wide variety of engagements
for California state agencies, counties, cities, and special
districts including the nation's first and second largest
pension  systermns, {CalPERS and CalSTRS.  Accordingly,
Rick is very familiar with the operations and compliance
requirements of governmental agencies as well as nonprofits
and business -::-:ganizat'rbns, fn 2006, Rick was appointed to
the Governmental Accounting Standards Board (GASE) Task
Force on Pension 'Accounting Research. Before joining Macias
Gini & O'Connell LLP in 1994, Rick was a Financial Consultant
Far berrill Lyrich, specializing inthe management of individual
and business investment portfolios and retirement plans.
Frior to Merrill Lynch, he was with Deloitte & Touche LLP for
five years.

Richard is a member of the American Institute of Centified
Public Accountants, California Society of Certified Public
Accountants, and Association of Government Accountarts.
Additionally, he is a member of the GASB Task Farce on
Pension Accounting Research. This task force assesses the
effectiveness of current accounting and financial reporting
requirements for pension plans and employers established
in GASE Statements No. 25, Financial Reporting For Deftned
Berneht Pension Plans and Note Disclosures for Defined
Corttribution Plaps, and No, 27, Accounting for Pensions by State
and Local Governmental Employers.  Richard was recently a
member of the Government Finance Officers Association's
(GFOA) Special Review Committee (SRC) for the Certificate of
Achiavement far Excellence in Financial Reporting Program.
This committee performs reviews of comprehensive annual
financial reports submitted to the program, which promotes
the highest quality financial reparting for state and local
governments.

+  Assurance and Government Advisary Partner in the Sacramento Office of MGO
Participate in discussions about technical matters with engagement management
+ Participate in client discussions concerning complex technical issues

*  Available throughout the year to ensure proactive issue identification and

PARTNIER

Fducation:

E e e i —
— B.5, Business Administration, Conceptration in
Accounting, California State University, Sacramanto
_ Continuving Prolessional Lducation

Richard has satisfied the *Yellow Book” requirement of having
atleast eighty howrs continuing professional education every
two years, of which twenty four most directly relate to the
government environment and 1o government auditing.

Instrucnonal Experience:

.

ko
i

Richard has conducted numercus training programs covering
a variety of accounting, auditing, and finangial reporting
topics. including the following:

—  OMB Circular A-133 Requirernents {Single Audit)

—  Government Accounting and Financial Reparting
Standards '

— Generally Accepted Auditing Standards

—  Mot-for-Profit Accounting and Financial Reporting

—  Govarnment Auditing Standards (5A0)

oy
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Richard has perfermed on financial and compliance audits for the following clients. {All audits were conducted in
accordance with generally accepted auditing standards. Further, many were conducted in accordance with Government
Auditing Standards and the Single Audit Act.)

Copnre,
e

TGae s

Butte +  Sacramento
Fresno «  5an Bernarding
Glenn . +  San Mateo
Merced . : «  Splano
Mapa + Sonema
{range +  Stanislaus
Placer «  Tulare
Riverside «  Tuelumne
Chico +  Pleasanton
Galt »  Rohnert Park
La Mesa «  Sacramento
Los Angeles +  Stockton
Modesto - Wacaville
MNeedles + West Sacramento
MGt

California Board of Corrections

California Business Transportation & Housing Agency Department of Managed Health Care
California Department of Technology Services

California Department of Water Resources

California Exposition and State Fair

California Integrated Waste Managemient Board
Califormia Office of Criminal Justice & Planning

Califormia Public Employees’ Retirement System [CalPERS)
California State Lottery

California State Teachers’ Retirement System (CalsTRS)
Departrment of Transportation {CalTRANS)

State Bar of Caiifornia

Srhuoe ot ! ftlies

*

*

Altamont Commuter Express Authority «  Sacramento Area Council of Governments

Butte County Air Quality Management District «  Sacramento Area Flood Control Agency

Butte County Association of Governments +  Sacramento Employment & Training Agendcy
Capitol Area Development Authority - Lhacramento Housing and Redevelopment Agency
Fresno County Employees’ Retirement Association +  S5an Joagquin Delta Community College District
Golden Sigrra Job Training Agency «  5an Mateo County Redevelopment Agency

Kern Council of Governmants +  San Mateo General Hospital

Los Rios Community College District +  Western Placer Waste Management Autharity

461
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ERNEST J. GINI, M.B.A,, CPA

TECHNICAL

5, Respoasibiliries:

REVILEW PARTNIER

< Consult with Client Service Partner on technical matters

*  Review reports for compliance with the applicable standards

»  Participate in client discussions concerning complex technical issues

Background:

Ernest has aver 35 years of experience in the CPA [.;Jrofession.
Friar to his employment with MGO in 1997, he was 3 partner in
the national CPA firm of Grant Thornton. Priorto Grant Thormon,
he was employed for 11 years with Arthur Young & Company
(merged as Ernst & Young).

Ernast is an expert in the field of governmental and nonprofit
accounting. He has been designated as a Certified Government
FinancialManagerbythe Association of Gavernment Accountants
and has conducted seminars for public Anance officials on
topics such as the New Finandial Reporting Model (GASB 34),
Changes to OMEB Circular A-¥33, Accounting for Redeveloprment
Agencies, Single Audit Applications, Changes in Government
Auditing Standards, GASE Statement Updates, Program-Specific
Audits, and other relavant subjects, He currently has Arm-wide
responsibility for the guality of the frm's governmental audit
practice.

He is a membeér of the California Society of CPAs Government
Accagnting and Auditing Committee (GAAC) and served as
the President of the Sacramento Chapter. He has served as the
Chairman of the Sacramento Chapter GAAC for the California
Society of CPAs. Ernest is a member of the American Institute
and California Saciety of Certified Fublic Accountants, the State
Assodiation of County Auditors, Association of Government
Accountants, and served an the GASB Advisory Committee on
the User Guide 10 Local Government Financial Statements. He
was one of the contributors to What You Should Know about Your
| ocal Government's Finances, A Guide to Financial Statements.,

Commumity lovelvement

—  Young Men's Christian Association of Greater
Sacramento “50ld on Youth Auction”

42
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— MB.A, California State University, Sacramento
— B.S., Business Administration {Accounting)
California State University, Stanislaus

Continuing Professional Education

;‘-"_‘-LJ-.,\___ e e i AT ———

Ernest has satished the *Yellow Book” reguirement of having
at least B0 hours continying professional education every
two years, of which 24 must directly redate to the government
environment and to government auditing.

[estructennal Daperience:

-—  Instructed at the Annual CPA Conference for the California
Dept. of Education, induding the Audit Guide of Child
Development and Nutrition Programs,

Conducted seminars on GASB 34 for the Association
of Government Accountants (AGA} and was an expert
panelist in the national satellite videoconference on
GASE 34 jointly sponsored by the AGA and the National
Association of State  Auditor's, and
Treasurers; also conducted GASE 34 seminars for the State

Comptrallers

Association of County Auditors; the California Association
of Treasurers and Tax Collectars; and numerous Cities,
counties, and special district clients.

Conducted seminars on Redevelopment Accounting
2t Leyola Marymount University lor the tnstitute for
Government Executive Management.

Instructed national audit staff training seminars for a Big
Fiwve accounting Rrm.

Canducted numerous in-house training programs for
narional and local accounting firms covering a variety of

410

accounting, auditing, and financial reporting topics.
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Ernest has performed as the engagment partner on Ainancial and compliance audits for the following clients. {All audits
were conducted in accordance with generally accepted auditing standards. Further, many were conducted in accordance
with Government Auditing Stendards and the Single Audit Act.)

IS T
LS FETRE

TS
]

Butte

Contra {osta
El Doraclo
Fresno
Glenn
Orange
Placer

Antioch
Chico

Fort Bragg
Foster
Hesperia
Ingfewood
La Mesa
Lodi

stnre of Californin

California Community Colleges
California Public Employees’ Retirernent System (CalFERS)

California State Teachers’ Retirernent Systemn (CalSTRS)

Department of Transportation {CALTRANS)
Department of Veterans Affairs

Cfhice of the Auditor General

State Bar of California

iy Crgvernmerntal Erifties/Frograrms/ Fuis

Alameda-Contra Costa Transit District

Bay Area Air Quality Management District

Butte County Association of Governments
Capitol Area Development Authority

Fresno County Valley Medical Center

Golden Sierra Job Training Agency
tetropolitan Transportation Commission
Modesto Abandoned Vehicle Abatement Program
Modesto Redevelopment Agency

fModesto Transportation Development Act Funds
Feninsula Corrider Joint Powers Board

Riverside
Sacramento
Solano
Sonoma
Tuolumne
Wentura
Yolo

Madesto
Rehnert Fark
Sacramento
Santa Rosa
Simi Vafley
Stockton
Union City
Vacavilla

Sacramento Area Council of Governments
Sacramento Employment & Training Agency
Sacramento Housing and Redevelopment Agancy
San Bernarding Medical Center

San Mateo County Transit District

Santa Rosa Redevelopment Agency

Stanislaus Drug Enforcement Agency

Tahoe Area Regional Transit (TART)

Tuoiumne River Regional Park

Ventura County Medical Center

Western Placer Waste Management Authority
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GREGORY S. MATAYOSHI M.B.A.

ASSISTANT CONSUITTING DIRECTOR

Responsihilities;

«  Work closely with the Engagement Director ta conduct reviews of information systems
*  Perform data extraction and data reliability analysis
Conduct EDP risk analysis

*  Forus on whether programis) has an adequate EDP risk analysis and system
SeCUTity review

. Background: e ducarion:
BT ST - B N _ [ Hyie -
Greg is an T Consultant for MCG and has over 18 years — M.B.A, Finance and Technology Management
of professional experience as a financial auditor/ project California State University, Davis
manager, including in-depth knowledge of financial — 8.5, Mechanical Engineering
systems and applications. Mis professional skifis include University of Colorado

compliance avdits and evaluations, financial analysis and
data reviews, information management reviews, and reviews
of business process workflows and processes. In the past 15
several years, Greg has conducred compliarce evaluations — Guest lecturer for the USC MPA program, Program

against Kmox Keens Health Act reguiations for 14 heaith Evaluation: CSUS Accounting Sociaty; and CSUS, Beta
maintenance organizations, three risk bearing organizations, Alpha Psi

and two county health care providers, Conducted over 55
information management raviews in the past four years to
ensure that information systems contained adequate system
controls; assesssed organizational [T environment for proper
segregation of duties, systernsmanagement, change controls,
and system implementation management. These reviews

Instructionai Experience:

required conducting interviews, examining infarmation
manageament policies and procedures, 1T strategic plans, staff
workload ratios, productivity requirements, and reviewing
prganizational structures.

Inaddition, Greg s Justice Information Exchange Model {JIEM]
Certified and a member of the Association of Government
ACcountants.

ATR
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Contra Costa
QOrange
Riverside
Sacraments
5an Diego

Chico
Chowehilla
Elk Grove
Foster City
Lodi
Modesto
Dakland
Rohnert Park

Seite of Caldomio

P T R
AT

California Department of Managed Healthcare
California Department of Technology Services
California Department of Water Resaurces

California Pubdic Employees Retirement Systemn (CalPERS)

California State Teachers Retirernent System (CalSTRS)

{alifornia Tahoe Conservancy
State Bar of California

Governmeat Eariries

Alameda ~ Contra Costa Transportation District
Bay Area Rapid Transit Authority

Califormia Superior Courts-Yolo County

C5US, University Enterprises Inc,

Galden Gate Bridge and Highway Authority
Kern County Medica! Centar

Los Angeles World Airport

Orange County Transportation Authority

San Mateo
Santa Clara
Stanislaus
Tuclurmne
Ventura

Sacramento
San Diego
San Jose
Santa Rosa
Stockton
Vernan
Woodland

Port of Oakland

Sacramentce Housing and Redevelopment Agency
San Jose Redevelopment Agency

San Mateo Medical Centar

Santa Clara Valley Medical Center

Santa Clara Valley Transportation Authority
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SCOTT A. BRUNNER, CPA

ENGAGEAMINT DIRECTOR

Responsibilites:

«  Consult with Client Service Partner on technical matters

- Leads and coordinates the overall delivery of the audit

*  Reviews reports for compliance with generally accepled accounting principles and
prafessional auditing standards

+  Participate in client discussions concerning complex technical issues

* Supervises engagement team

v Background: L 0 FHdweation: o
Scott has more than 20 years of auditing experience — B.S, Business Administration [Accounting}
ang is licensed to practice as a CPA in California. He has 5an Diego State University
been responsible for managing, ceordinating, planning,
performing, and preparing financial statements, reports,
and other schedules related to more than 200 Single Audits  Conanuing Professional Educarion
of California counties, cities, and special districts. He has B T
perfaormed other audits including California Department of Scott bas satisfied the “Yellow Book” requirement of having
Justice grants, California Office of Criminal Justice Planning/ at feast eighty hours continuing professional education every
Emergency Services grants, California Department of two years, of which twenty four must diractly reiate to the
Insurance grants, Transportation Cevelopment Act funds, government environment and to government auditing.
Housing Authorities, and Redevelopment Agencies. He
has also managed or performed numercus agreed-upon
procedures engagements. g Instvuctional Kxpertence:

Scott has conducted numerpus training programs cavering
a wariety of accounting, auditing, and fAnancial reparting
topics, including Single Audits.

Scott has spearheaded seweral special projects, which
include converting twa medium-sized California cities'
Comprehensive Annual Financial Reportto the Governmental
Accounting Standards Board {GASB) Statament No. 34 (New
Reporting Model} format, He also halped a small-sized
California ity develop a fleet internal service fund and cost
altocation plan.

He is a member of the American Institute and California

society of Certified Public Accountants, and of the California
Society of Certified Public Accountants.
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Standards and the Single Audit Act)

« Alpine

< Butte

- Colusa

= DelNorte
! + Glenn

+ Inyo

r  Lake

+  Lassen

+ Mariposa

+  Mendocino

+  Merced

v Modoc

«  Mono

«  HNapa

Tities

+  Antioch

- Farmersyille

- Folsom

+  Isleton

«  Lakepon

+ Lodi

iher Goverrmenial Earities/Peagramsunds
- Bay Area Air Quality Management District
+  California Statewide Community Development
Authority
+  Golden Sierra Job Training Agency
+  Laguna Community Facilities Distrct
+  Laguna Creek Ranch/Elliott Ranch CFDs #1 and #2
- Modesto Abandoned Vehicle Abaterment Program
- Modesto Redevelopment Agency
«  Modesto Transportation Development Act Funds
+  Mountain Valley Library System
+  Sacramento Area Flood Contral Agency

FRurimarives) List of Feet i freeant Fuitiin Sectc s Clienis Servad
Scott has performed on financiat and compliance audits for the following clients. (All audits were conducted in accordance
l with generally accepted auditing standards. Further, many were conducted in accordance with Government Auditng

™

Mevada
Plumas
Sacramento
Shasta
Sierra

Stskiyou

Sclang

Stanislaus
Teharma
Trinity
Tulare
Tuolumne
Yorlo

Modesto
Needles

Racklin

Santa Rosa
Stockton

West Sacramento

Sacramento Child Development Program
Sacramento Convention Visitor's Bureau
Sacramento Employment & Training Agency
5anta Rosa Housing Authority

Sarita Rosa Redevelopment Agency
Stanistaus Drug Enforcement Agency
Stockton Redevelopment Agency

Tuolumne River Regiomal Park

Yolo County Resource Conservation District
Yolo-Solano Air Quality Management District
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KEVIN K. STARKEY, CPA

DIRECTOR

b b o, LIS T

Responsibilines:

+ Consult with Client Service Partner on technical matters

* Leads and coordinates the overall delivery of the audn

*  Reviews reports for compliance with generally accepted accounting principles and
professional auditing standards

«  Participate in client discussions concerning complex technical issues

*  Supervises engagement team

~ Background: Lducanion:

i~ = - £
Kevin is an Assurance and Government Advisory Services — B.5,, Business Administration, Concentration in
Director in the Sacramente office of MGO. Kevin has more Accounting , California State University, Sacrarmento

than 10 years of auditing experience and is licensed 1o
practice as a CPA in California, He has been responsible for
managing and coordinating assurance services related
to fnancial statements. reports, and other schedules for
numerous California counties, cities, and special districts. ze

Eidr

Continuing Professional Education

He has performed other audits including California
Department of Justice grants, California Office of Criminal
Justice Planning grants, California Department of Insurance
grants, Transportation Development Act funds, Housing
Authorities, and Redevelopment Agencies. He has alsc
managed or performed numerous agreed-upon procedures
engagemeants.

Kevin has satisfied the “Yellow Book” requirement of having
at least eighty hours continuing professicnal education every
two years, of which twenty four must directly relate to the
government environment and 10 government auditing,

Instructional Expernenge:
5}_’-’.".“—...- -

Kevin has conducted numerous $raining programs govering
a variety of accounting, auditing, and financial reporting
tapics, including the fallowing:

Kevin i< a member of the American Institute and Califarnia
Society of Certified Public Accaountants.

—  OMBE Circular A-133 Requirements (Single Audit)

— Government Accounting and Financizl Reporting
Standards

— Generally Accepted Auditing Standards

— Government Auditing Standards (GAQ)

470
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Kevin has performed on financial and compliance audits for the following clients. (All audits were conducted in accordance
with generally accepted auditing standards. Further, many were conducted in accordance with Government Auditing

Standards and the Single Audit Act}

NIRRT
« Butte
» Fresno
»  Glenn
+  PMacer

- Sacramento

Cifips
+  Chico
- Galt
« Ledi
+  Modesta

state of Califorme

«  Califernia Office of Criminal Justice Planning

- California Public Employees Retirement System {CalPERS)

{alifornia State Lottery

-

Departrment of Water Resources
Multi-State Lottery Association

Jither Gavernmentai Entitias/Frogramss Funds
+  California Construction Authority
«  Golden Sierra Job Training Agency
- Laguna Community Facilities Cristrict
+  Leaque of California Cities
+  Placer County Air Pollution Contral District
*  Placer County Flood Contrel and Water
Conservation District
+ Placar County Redevelopment Agency

Santa Clara

“Solano

Sonoma
Tualurmne
Yolo (OCJP grants)

Sacramento
Stockton
Woodland

Regional Cauncil of Rural Counties

Sacramento Convention and Visitors Bureau
Sacramenta Employment and Training Agency
Santa Clara County - Bl Camino Hospital District
Sonoma Student Union Carporation

Tahoe Area Regional Transit

University Enterprises, Inc.

University Foundation at Sacramento State
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MARK ASPESI

SENTOR ASSOCIATIE

Responsibilities:

» Conducts heldwork

*  Reviews and analyzes client intarnal controls
+  Supervises engagement staff

*  Manages the day-to-day execution of the audit activities and directs task
accomplishments, monitors progress, and ensures schedule compliance

*  Researches jssues as directed by Engagement Directar

Reviews all workpapers before submission to Engagemeant Director for
further review

Background:

e
[l

Mark has nearly three years of experience in performing
various auditing, accounting, financial, and operational
assignments for governmental, nonprofit, tribal, special
district and 5EC clients,
include, but are not limited to: compiling data to prepare
financial statements; preparing warkpapers and supporting
schedules; performing tests of details and analytical reviews;
auditing long-term debt, cash reconcitiations, cash receipts/
dishursements, fixed assets, accounts payable, encumbrances,
sales, and payroll; preparing closing and adjusting entries;
cbserving invertory counts; and perfarming single audits.

His proven performance areas

Mark is in the process of passing the CPA examination,

Mark is a2 mermber of the California Society of Certified Public
Accountants as a candidate member,

Sducanion:

— B.S., Business Administration, Concentration in
Accounting . California State University, Sacramento
v, Conrinuing Professional Educarion
Gt -

Mark has satished the "Vellow Book” regquirement of having
at least eighty hours cantinuing professional education every
two years, of which twenty four must directly relate to the
government enviranmeant and o aovernment auditing.

41y
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Mark has performed on financial and compliance audits for the following ciients. (Al audits were conductedin accordance
with generally accepted auditing standards. Further, many were conducted in accordance with Government Auditing

Siondards and the Single Audit Act)

i

Coertliens
- Sacramento
+ Solang
+  Sonoma

+  Tuolumne

| Cities
+ (alt
«  Sacramento
- Stockton

Cther Goverimenial Entites/Programs/Funds
+  California Statewide Financing Authority
»  City of Galt Culture and Recreation Fund
+ Sacramento Area Flood Contral Agency
+  Sacramento County Regional Sanitation District
+  Sacramento Hotel Corporation
»  Sonoma County Water Agency
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PATRICK T1LEE

SENTOR ASS0CIATLE

TR 1o A AL e e,

-

Responsibilities:

- Conducts fieldwork

+ Reviews and analyzes client internal controls

< Supervises engagement staff

+  Manages the day-to-day execution of the audit activities and directs task
accomplishments, monitors prograss, and ensures schedule compliance

*  Researches issues as directed by Engagement Director

* Reviews all workpapers before submission to Engagement Director for
further review

g Background: o — g Educarion:
Patrick joined MGO in July 2006 and has over two years of —  B.5., Business Administration, Cancentration in
accounting experience. Patrick has experience in performing Accounting , California State University, Chico

various auditing, accounting, financial, and operational
assignments.  His tasks include investiments, contributions,
benefit payments, administrative expenses, investment
income/expenses; preparing work papers and supporting
schedules; performing tests of details; auditing cash r-;______f:”'m”“mg Professional Educaiion
reconciliations, cash receipts/disbursements, fixed assets,

accounts payable, encumbrances, sales, and payroll; and
prepating closing and adjusting journal entries,

Patrick has satisfied the “Yellow Book” requirement of having
atleast eighty hours continuing professional education every
two years, of which twenty four must directly relate to the

o . S avernment environment and to government auditing.
Fatrick is in the process of passing the CPA examination, g 9 °

Fatrickis a member of the California Society of Certified Public
Accountants as a candidate member.
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Patrick has perfermed on financial and compliance audits for the folowing clients. {All audits were conductedinaccordance
with generally accepted auditing standards. Further, many were conducted in accordance with Government Auditing

Standards and the Single Audit Act)

s TH g F-T3

- Merced

- Sacramento

« Solano
Cities

- Galt

«  Woodland

Sroie of Calfornia
+ California Exposition and State Fair
«  Califormia Public Employees Retirement System

Citfrer Goversimental Entities/Fragranms Funds
«  California Prison Receivershin

- {(alifornia Statewide Communities Development Authority

+  Sonoma Student Union
«  Woodland Finance Authority
+  Woodland Redevalopment Agency

rCligte Servsd

™
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Moy 26, 2004

Tothe Partners of
Macias, Gini & O Comnell, LLP
and the Center for Public Company Audit Firms Peer Review Commities

We have reviewad the system of quality control far the accounting and
auditing practice of Macias, Giw & O'Connell, LLYP {the “*flim”}
applicable 10 1on-5EC issuers in effect for the vear ended March 21
2006. The finn's accounting and auditing practice applicable to SEC
1ssuers was not reviewsd by us since the Public Comtpany Accounting
Overzsight Board (PCAOB) is responsible for inspecting that portion of
the firm’s accounting and auditing practice in accordance with PCAOB
regquirements. A system of quality contrel encempasses the firm's
organizational  structure, and the policies adopted and  procedures
established to provide i1 with reasonable assurance of complying with
professional standards. The clements of quatity control are described in
the Statements on Quality Contro] Standards issued by the American
Institute of Certified Public Accountant’'s (AICPA). The destgn of the
system, and compliance with it, are the responsibilities of the firm. Our
responsibility is 10 express an opinion on the design of the system and the
firm'’s compliance with that system based on our review.

Ouwr review was conducted in accordance with standards established by the
Peer Review Comnittee of the Center for Public Company Audit Firms and
included procedures to plan and perform the review that are summarnized in
the attached description of the peer review process, Our review would not
necessarily disclose all weaknesses i the system of quality control or all
instances of lack of compliance with it since i was based on selective tests,
Beeatse there are inherent limitations in the effectiveness of any system of
quality control, depairtires from the system may ccour aind not be detected.
Also, projection of any evaluation of a svstem of quality contral 10 future
penods 1s subject to the rigk that the system of quality control may become
inadequate  because of changes in conditions, or thet the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, the systermm of guality control for the accounting and
auditing practice applicable to the non-SEC issuers of Macias, Gim &
O'Comnell, LLP in effect for the year ended March 31, 2008, has been
desipned o meet the requircments of the quality contrel standards lor an
accounting and audiing praclice established by the AICPA and was
complied with during the year then ended to provide the firm with
reasonable assurance of confonming with professional standards.

i, s fnfary
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PCAOB

Public Company Accounting Owersight Boand

Inspection of

16866 K Street, N
Washington, DC 20006
Telephone: {202) 2657-8100
Facsimile: {202y 862-8430
whwhw pCcachus org

Macias Gini & O’'Conneil LLP

Issued by the

Public Company Accounting Oversight Board

April 24, 2008

PCACEB RELEASE NO. 104-2008-053
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PCAQE Release No. 104-2008-053

PCAOB

Public Company Accouning Oversight Board

Notas Concerning this Report

Fortions of this report may describe deficiencies or potential deficencies in the systems,
policies, precedures, practices, or conduct of the firm that is the subject of this report,
The express inciusion of cerain deficiencies and potential deficiencies. however, shouid
not be conhstrued 1o suppornt any negative inferance thal any other aspect of the fim's
systems, policies, procedures, praciices, or conduct is approved or condoned by the
Beard or judged by the Board to comply wilh laws, rules, and professional standards.

Any references in this report to violations or potential violations of law, rules, or
professional standards should be understood in the supervisory context in which this
report was prepared. Any such references are not a result of an adversanal adjudicative
process and do nol constitute conclusive findings of fact or of viclations far purposes of
imposing legal liability. Similarly, any description herein of & firm's coeperation in
addressing issues constructively should not be construed, and is not construed by the
Board, as an admission, for purposes of potential legal liability, of any violation

Board inspertions encompass, among other things, whether the firm has failed to
identify departures from U.5. Generally Accepted Accounting Fringiples ("GAAP") or
Secunties and Exchange Commission ("SEC" or "Commisson”} disdiosure requirements
in its audits of financial statements. This repor's descrigtions of any such auditing
failures necessarly invelve desanptions of the related GAAF or disclosure departures.
The Board, howevelr, has ne authorty 1o prescribe the form or content of an issuer's
financtal statements. That authority, and the authority fo make binding determinations
conceming an issuer's compliance with GAAF or Commission disclosure reéquirements,
rests with the Commission. Any description, in this report, of parceived departures from
GAAP or Commission disciosure requirements should nct be undersiood as an
indication that the Commission has considered or made any determmation regarding
these issues unless atherwise expressly stated.
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PCADR Release No. 104-2008-053

PCAOB

E";blic Comgany Accounting Oversight Board

INSPECTION OF MACIAS GINI & O'CONNELL LLP

The Public Company Accounting Oversight Board ("PCADB" or "the Board™") has
conducted an inspection of the registered public accounting firm Macias Gini &
O'Connell LLPY {"the Firm"). The Board is issuing this report of that inspection in
accordance with the requirements of the Sarbanes-Oxley Act of 2002 ("the Act’).

The Act restricts the Board from publicly disclosing portions of an inspection
report that discuss certain types of deficiencies or certain other nonpublic information.
Because the inspection diad not identify instances of such deficiencies, and because the
report does not othermse disclose protected information, the Board is making the entire
report available to the public.

¥ The Firm has issued audit reports under the name of Macias Gini &
Company LLP.

& The Board has elsewhere described in detail its approach to making
inspection-related information publicly available consistent with legal restrictions. See
Statement Concerning the Issuance of Inspecton Reports, PCACB Release Mo, 104-
2004-001 {August 26, 2004),
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PCAQRE Release No. 104-2008-053

Inspection of Macias Gini & O'Connell LLP
April 24, 2008

Public Carmpany Accounting Oversight Board Page 2

PART |
iINSPECTION PROCEDURES AND CERTAIN OBSERVATIONS
iMembers of the Board's inspection staff (“the nspection team) conducted
fieldwork for the inspection from October 29, 2007 1o November 2, 2007 The fieldwork
inchuded precedures talored to the nature of the Firm, certain aspects of which the
inspection team understood at the outset of the inspection to be as follows:
Number of offices 5 (Los Angeles, Oakland,
Sacramento, 5an Diego, and
Walhut Creek, California)
Ownirship structure _ Limited liabilty partnership
Number of partners 10

Number of professional staff’ 121

Number of issuer audit clients¥ 6

_ ¥ “Professionai staff’ includes all personnel of the Firm, except partners ar
shareholders and administrative support personnel.  The number of partners and
professronal staff is provided here as an indication of the size of the Firm, and does not
necassarly represent the number of the Firm's professionails who participate in audits of
issuers or are "associated persong” (as definred in the Act) of the Firm.

A The number of issuer audit clients shown here is based on the Firm's self-
reporting and the inspection team's review of certain information for inspection planning
purposes, It does not reflect any Board determination concering which, or how many,
of the Firm's audit clients are "issuers” as defined in the Act. In some circumstances, a
Board inspection may include a review of a firm's audit of financial statements of an
issuer that ceased to be an audt client hefore the inspection, and any such former
clients are not included in the number shown here.
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PCACSH Release No. 104-2008-053

Inspection of Macias Gini & O'Connell LLF
B Aprit 24, 2008

Public Company Accounting Oversight Board Page 3

Board inspectipns are designed to identify and address weaknesses and
deficiencies related to how a firm conducts audits? To achieve that goal, Board
inspections include reviews of certain aspects of selected audits performed by the firm
and reviews of other matters related to the firm's quality control systemn,

In the course of reviewing aspects of selected audits, an inspection may identify
ways in which a particular audit is deficient, including failures by the firm fo identfy, or to
address appropriately, respects in which an issuer's financial statements do not present
fairly the financial position, results of operations, or cash flows of the issuer in
conformity with GAAR ¥ it is not the purpose of an inspection, however, to review all of
a firm's audits or to idenfify every respect in which a reviewed audi is deficient.
Accordingly, a Board inspection report should not be understood te provide any
assurance that the firm's audits, or its issuer clients’ financial statements, are free of any
deficiencies not specificaliy described in an inspection report

A Review of Audit Engagements

The inspection procedures included a review of aspects of the Firm's auditing of
finrancial statements of two issuers. The scope of this review was determined according
to the Beard's criteria, and the Firm was not allowed an opportunity to imit or influence
the scope. This review did not identify any audit performance issues that in the
, inspection team's view, resulted in the Firm failing to obtain sufficient competent
f ' evidential matter to support its opinion on the issuer's financial statements.

& This focus necessarily carries through to reports on inspections and,
accordingly, Board inspection reports are not irmended to serve as balanced report
cards or overall rating tools.

¥ When it comes to the Board's attention that an issuer's financial
statements appear net to present fairly, in a material respect, the financial position,
results of operations, or cash flows of the issuer in conformmy with GAAP, the Board's
practice is to report that information to the SEC, which has jurisdiction to determine
proper accounting in issuers' financial statements.

)

N _ o
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PCACE Release No. 104-2008-053

Inspection of Macias Gini & O'Caonnell LLP
Apnl 24, 2008

Public Company Accounting Oversight Board Page 4

B Review of Qualiy Control System

In addition to evaluating the quality of the audit work performed on specific
audits, the inspection included review of certain of the Firm's practices, policies, and
procedures related to audit guality. This review addressed practices, policies, and
procedures concerning audit performance, training, compliance with independence
standards, client acceptance and retention, and the establishment of policies and
procedures. The inspection team did not identify anything that it considered to be a
guality control defect that warrants discussion in a Board inspection report.

END OF PART |
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PCACHE Release No. 104-2008-053

- Inspection of Macias Gini & O'Connell LLP
April 24, 2008

Public Company Acoounting Oversight Baard Page 5

PART LI
RESPONSE OF THE FIRM TO DRAFT INSPECTION REFPORT
Pursuant to section 104(f) of the Act, 15 U SC. § 7214(f), and PCADE Rule

4007 (a), the Board provided the Firm an opportunity to review and comment on a draft
of this report. The Firm did not provide a written response.
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