Agenda
Sacramento Suburban Water District
Finance and Audit Committee

3701 Marconi Avenue, Suite 100 Friday, October 30, 2015
Sacramento, CA 95821 10:00 a.m.

Where appropriate or deemed necessary, the Committee may take action on any item listed on the agenda,
including items listed as information items. Public documents relating to any open session item listed on this
agenda that are distributed to members of the Finance and Audit Committee less than 72 hours before the
meeting are available for public inspection in the customer service area of the District’s Administrative Office
at the address listed above.

The public may address the Committee concerning an agenda item either before or during the Committee’s
consideration of that agenda item. Persons who wish to comment on either agenda or non-agenda items
should fill out a Comment Card and give it to the General Manager. The Committee Chair will call for
comments at the appropriate time. Comments will be subject to reasonable time limits (3 minutes).

In compliance with the Americans with Disabilities Act, if you have a disability, and you need a disability-
related modification or accommodation to participate in this meeting, then please contact Sacramento
Suburban Water District Human Resources at 679.3972. Requests must be made as early as possible, and at
least one full business day before the start of the meeting.

Call to Order
Roll Call

Public Comment
This is the opportunity for the public to comment on non-agenda items within the Committee’s jurisdiction.
Comments are limited to 3 minutes.

Items for Discussion and Action

1. 2015 Audit Engagement Letter and Contract
Discussion and possible action on the proposed Audit Engagement Letter and Contract with
Richardson and Company.
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I certify that the foregoing agenda for the October 30, 2015, meeting of the Sacramento Suburban Water
District Finance and Audit Committee was posted by October 28, 2015 at the Sacramento Suburban
Water District office, 3701 Marconi Avenue, Suite 100, Sacramento, California, and was made available
to the public during normal business hours.

Robert S. Roscoe
General Manager/Secretary
Sacramento Suburban Water District



el

SACRAMEN‘O
SUBURBAN

DISTRICT
Agenda Item: 1

Date: October 28, 2015
Subject: 2015 Audit Engagement Letter and Contract

Staff Contact: Daniel A. Bills, Finance Director

Recommended Committee Action:

Recommend approval of the 2015 Audit Engagement Letter and Contract with Richardson &
Company, LLP to the full Board of Directors and request authorization for the Finance and Audit
Committee Chair (Director Locke) to execute the Engagement Letter and Contract.

Discussion:

The District has received the “Engagement Letter” for the December 31, 2015 audit from
Richardson & Company, LLP (Exhibit 1.) The Engagement Letter serves as the contract
agreement between the District and the auditors for the current year’s audit and is renewable
annually. Commensurate with the terms of the Engagement Letter, staff has prepared a District
Contract (Exhibit 2) for execution as well.

Staff has reviewed the Engagement Letter and confirmed it meets all the services requested by
the Board in previous years, including the expanded expenditure testing the District has
requested for the past nine years over and above that required for a standard public agency audit
(see the second paragraph on page 2 of the Engagement Letter) and the Federal Grant Single
Audit. As noted on page 9 of the Engagement Letter, the cost of the expanded testing will be
$6,120, while the cost for the Single Audit will be $4,080.

Per the District’s “Engagement of Auditor Policy” (PL — Fin 001), “the Finance and Audit
Committee is responsible for recommending the District’s independent auditor to the full Board
for appointment and compensation, and administering the relationship between the District and
independent auditor during the course of the audit...” Therefore, the Finance and Audit
Committee will review audit results as the audit progresses. At the conclusion of the audit, the
auditors will provide a report to the Finance and Audit Committee and the Board of Directors.

Fiscal Impact:
$42,700 for the audit, comprised of $32,500 for the financial statement audit, $6,120 for the
additional procedures requested by the District and $4,080 for the Federal Grant Single Audit.

Strategic Plan Alignment:
Finance — 4.G. Produce annual financial statements and supporting documentation to allow
outside auditors to provide the District with unqualified audit opinions.



Exhibit 1

550 Howe Avenue, Suite 210

IC H A RD S O N Sacramento, California 95825
& COMPANY LLP Telephone: (916) 564-8727

Fax: (916) 564-8728

CERTIFIED PUBLIC ACCOUNTANTS

October 19, 2015

Sacramento Suburban Water District
3701 Marconi Avenue
Sacramento, California 95821

We are pleased to confirm our understanding of the services we are to provide the Sacramento
Suburban Water District (the District). We will audit the financial statements, including the notes
to the financial statements which collectively comprise the basic financial statements of the District
as of and for the year ended December 31, 2015. Accounting standards generally accepted in the
United States provide for certain required supplementary information (RSI), such as
management’s discussion and analysis (MD&A), to supplement the District’s basic financial
statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. As part of our engagement, we will apply certain limited procedures to the
District’s RSI in accordance with auditing standards generally accepted in the United States of
America. These limited procedures will consist of inquiries of management regarding the methods
of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We will not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance. The following RSI is required by
generally accepted accounting principles and will be subjected to certain limited procedures, but
will not be audited:

1. Schedule of funding progress for the other postemployment benefits plan.

We have also been engaged to report on supplementary information other than RSI that
accompanies the District’s financial statements. We will subject the following supplementary
information to the auditing procedures applied in our audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America and will provide an opinion on it in relation to
the financial statements as a whole.

1. Schedule of expenditures of federal awards (if applicable).
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The following other information accompanying the financial statements will not be subjected to
the auditing procedures applied in our audit of the financial statements, and our auditor’s report
will not provide an opinion or any assurance on that other information.

1. Transmittal Letter
2. Statistical Section

At the request of the District, we will perform additional procedures by expanding the scope of
our expense testing to include additional sample sizes for general cash disbursements, payroll
disbursements, wire and ACH transfers, petty cash, and purchasing card payments. This testing
will include verifying payments to the District employees and Board members on a sample basis.
Payment verification will include verifying the pay rates for at least one period of senior
management, finance staff, anyone involved in the payroll processing function and a sample of ten
other employees. The results of our work will be reported in the governance letter issued as part
of the audit.

Audit Objective

The objective of our audit is the expression of opinions as to whether your basic financial
statements are fairly presented, in all material respects, in conformity with U.S. generally accepted
accounting principles and to report on the fairness of the additional information referred to in the
first paragraph when considered in relation to the basic financial statements taken as a whole. The
objective also includes reporting on—

e Internal control related to the financial statements and compliance with the provisions of
applicable laws, regulations, contracts, agreements, and grants, noncompliance with which
could have a material effect on the financial statements in accordance with Government
Auditing Standards.

e Internal control related to major programs and an opinion (or disclaimer of opinion) on
compliance with laws, regulations, and the provisions of contracts or grant agreements that
could have a direct and material effect on each major program in accordance with the
Single Audit Act Amendments of 1996 and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations.

The Government Auditing Standards report on internal control over financial reporting and on
compliance and other matters will include a paragraph that states (1) that the purpose of the report
is solely to describe the scope of testing of internal control and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance, and (2) that the report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. The
OMB Circular A-133 report on internal control over compliance will include a paragraph that
states that the purpose of the report on internal control over compliance is solely to describe the
scope of testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Both reports will state that the report is not suitable for any
other purpose.
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Our audit will be conducted in accordance with U.S. generally accepted auditing standards; the
standards for financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; the Single Audit Act Amendments of 1996; and the
provisions of OMB Circular A-133, and will include tests of accounting records, a determination
of major program(s) in accordance with Circular A-133, and other procedures we consider
necessary to enable us to express such opinions. We will issue written reports upon completion of
our Single Audit. Our reports will be addressed to the Board of Directors of the District. We
cannot provide assurance that unmodified opinions will be expressed. Circumstances may arise in
which it is necessary for us to modify our opinions or add emphasis-of-matter or other-matter
paragraphs. If our opinions on the financial statements or the Single Audit compliance opinions
are other than unmodified, we will discuss the reasons with you in advance. If, for any reason, we
are unable to complete the audit or are unable to form or have not formed opinions, we may decline
to express opinions or to issue a report as a result of this engagement, or may withdraw from the
engagement.

Management Responsibilities

Management is responsible for the basic financial statements, schedule of expenditures of federal
awards and all accompanying information as well as all representations contained therein.
Management is also responsible for identifying all federal awards received and understanding and
complying with the compliance requirements, and for preparation of the schedule of expenditures
of federal awards (including notes and noncash assistance received) in accordance with the
requirements of OMB Circular A-133.

Management is responsible for establishing and maintaining effective internal controls, including
internal controls over compliance, and for evaluating and monitoring ongoing activities, to help
ensure that appropriate goals and objectives are met; following laws and regulations; ensuring that
there is reasonable assurance that government programs are administered in compliance with
compliance requirements; and ensuring that management is reliable and financial information is
reliable and properly reported. Management is also responsible for implementing systems
designed to achieve compliance with applicable laws, regulations, contracts, and grant agreements.
Management is also responsible for the selection and application of accounting principles; for the
preparation and fair presentation in the financial statements in conformity with U.S. generally
accepted accounting principles; and for compliance with applicable laws and regulations and the
provisions of contracts and grant agreements.

Management is also responsible for making all financial records and related information available
to us and for the accuracy and completeness of that information. You are also responsible for
providing us with (1) access to all information of which you are aware that is relevant to the
preparation and fair presentation of the financial statements, (2) additional information that we
may request for the purpose of the audit, and (3) unrestricted access to persons within the
government from whom we determine it necessary to obtain audit evidence.

Management’s responsibilities also include, including identifying significant vendor relationships
in which the vendor has responsibility for program compliance and for the accuracy and
completeness of that information. Management’s responsibilities include adjusting the financial
statements to correct material misstatements and confirming to us in the management
representation letter that the effects of any uncorrected misstatements aggregated by us during the
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current engagement and pertaining to the latest period presented are immaterial, both individually
and in the aggregate, to the financial statements taken as a whole.

Management is responsible for the design and implementation of programs and controls to prevent
and detect fraud, and for informing us about all known or suspected fraud affecting the government
involving (1) management, (2) employees who have significant roles in internal control, and (3)
others where the fraud or illegal acts could have a material effect on the financial statements.
Management’s responsibilities include informing us of their knowledge of any allegations of fraud
or suspected fraud affecting the government received in communications from employees, former
employees, grantors, regulators, or others. In addition, management is responsible for identifying
and ensuring that the entity complies with applicable laws, regulations, contracts, agreements, and
grants. Management is also responsible for taking timely and appropriate steps to remedy fraud
and noncompliance with provisions of laws, regulations, contracts, and grant agreements, or abuse
that we report. Additionally, as required by OMB Circular A-133, it is management’s
responsibility to follow up and take corrective action on reported audit findings and to prepare a
summary schedule of prior audit findings and a corrective action plan.

Management is responsible for preparation of the schedule of expenditures of federal awards
(including notes and noncash assistance received) in conformity with OMB Circular A-133. You
agree to include our report on the schedule of expenditures of federal awards in any document that
contains and indicates that we have reported on the schedule of expenditures of federal awards.
You also agree to make the audited financial statements readily available to intended users of the
schedule of expenditures of federal awards no later than the date the schedule of expenditures of
federal awards is issued with our report thereon. Your responsibilities include acknowledging to
us in the written representation letter that (1) you are responsible for presentation of the schedule
of expenditures of federal awards in accordance with OMB Circular A-133; (2) you believe the
schedule of expenditures of federal awards, including its form and content, is fairly presented in
accordance with OMB Circular A-133; (3) the methods of measurement or presentation have not
changed from those used in the prior period (or, if they have changed, the reasons for such
changes); and (4) you have disclosed to us any significant assumptions or interpretations
underlying the measurement or presentation of the schedule of expenditures of federal awards.

You are responsible for the preparation of the other supplementary information, which we have
been engaged to report on, in conformity with U.S. generally accepted accounting principles. You
agree to include our report on the supplementary information in any document that contains and
indicates that we have reported on the supplementary information. You also agree to include the
audited financial statements with any presentation of the supplementary information that includes
our report thereon or make the audited financial statements readily available to users of the
supplementary information no later than the date the supplementary information is issued with our
report thereon. Your responsibilities include acknowledging to us in the written representation
letter that (1) you are responsible for presentation of the supplementary information in accordance
with GAAP; (2) you believe the supplementary information, including its form and content, is
fairly presented in accordance with GAAP; (3) the methods of measurement or presentation have
not changed from those used in the prior period (or, if they have changed, the reasons for such
changes); and (4) you have disclosed to us any significant assumptions or interpretations
underlying the measurement or presentation of the supplementary information.
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Management is responsible for establishing and maintaining a process for tracking the status of
audit findings and recommendations. Management is also responsible for identifying for us
previous financial audits, attestation engagements, performance audits, or other studies related to
the objectives discussed in the Audit Objectives section of this letter. This responsibility includes
relaying to us corrective actions taken to address significant findings and recommendations
resulting from those audits, attestation engagements, performance audits, or studies. Management
is also responsible for providing management’s views on our current findings, conclusions, and
recommendations, as well as planned corrective actions, for the report, and for the timing and
format for providing that information.

Audit Procedures-General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements; therefore, our audit will involve judgment about the number of
transactions to be examined and the areas to be tested. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements. We will plan and perform the audit to obtain reasonable rather than absolute assurance
about whether the financial statements are free of material misstatement, whether from (1) errors,
(2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or
governmental regulations that are attributable to the entity or to acts by management or employees
acting on behalf of the entity. Because the determination of abuse is subjective, Government
Auditing Standards do not expect auditors to provide reasonable assurance of detecting abuse.

Because of the inherent limitations of an audit, combined with the inherent limitations of internal
control, and because we will not perform a detailed examination of all transactions, there is a risk
that material misstatements or noncompliance may exist and not be detected by us, even though
the audit is properly planned and performed in accordance with U.S. generally accepted auditing
standards and Government Auditing Standards. In addition, an audit is not designed to detect
immaterial misstatements or violations of laws or governmental regulations that do not have a
direct and material effect on the financial statements or major programs. However, we will inform
the appropriate level of management of any material errors, any fraudulent financial reporting or
misappropriation of assets that come to our attention. We will also inform the appropriate level of
management of any violations of laws or governmental regulations that come to our attention,
unless clearly inconsequential, and of any material abuse that comes to our attention. We will
include such matters in the reports required for a Single Audit. Our responsibility as auditors is
limited to the period covered by our audit and does not extend to any later periods for which we
are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded
in the accounts, and may include tests of the physical existence of inventories, and direct
confirmation of receivables and certain other assets and liabilities by correspondence with selected
individuals, funding sources, creditors, and financial institutions. We will request written
representations from your attorneys as part of the engagement, and they may bill you for
responding to this inquiry. At the conclusion of our audit, we will require certain written
representations from you about your responsibilities for the financial statements; schedule of
expenditures of federal awards; federal award programs; compliance with laws, regulations,
contracts, and grant agreements; and other responsibilities required by generally accepted auditing
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standards. Because of the importance of oral and written management representations to an
effective audit, the District releases and indemnifies Richardson & Company, LLP and its
personnel from any and all claims, liabilities, costs and expenses attributable to any active
negligence on the part of the District.

Audit Procedures-Internal Control

Our audit will include obtaining an understanding of the entity and its environment, including
internal control, sufficient to assess the risks of material misstatement of the financial statements
and to design the nature, timing, and extent of further audit procedures. Tests of controls may be
performed to test the effectiveness of certain controls that we consider relevant to preventing and
detecting errors and fraud that are material to the financial statements and to preventing and
detecting misstatements resulting from illegal acts and other noncompliance matters that have a
direct and material effect on the financial statements. Our tests, if performed, will be less in scope
than would be necessary to render an opinion on internal control and, accordingly, no opinion will
be expressed in our report on internal control issued pursuant to Government Auditing Standards.

As required by OMB Circular A-133, we will perform tests of controls over compliance to evaluate
the effectiveness of the design and operation of controls that we consider relevant to preventing or
detecting material noncompliance with compliance requirements applicable to each major federal
award program. However, our tests will be less in scope than would be necessary to render an
opinion on those controls and, accordingly, no opinion will be expressed in our report on internal
control issued pursuant to OMB Circular A-133.

An audit is not designed to provide assurance on internal control or to identify significant
deficiencies. However, during the audit, we will communicate to management and those charged
with governance internal control related matters that are required to be communicated under
professional standards, Government Auditing Standards, and OMB Circular A-133.

Audit Procedures-Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of
material misstatement, we will perform tests of the District’s compliance with applicable laws,
regulations, contracts and agreements. However, the objective of our audit will not be to provide
an opinion on overall compliance and we will not express such an opinion in our report on
compliance issued pursuant to Government Auditing Standards.

OMB Circular A-133 requires that we also plan and perform the audit to obtain reasonable
assurance about whether the auditee has complied with applicable laws and regulations and the
provisions of contracts and grant agreements applicable to major programs. Our procedures will
consist of test of transactions and other applicable procedures described in the OMB Circular A-
133 Compliance Supplement for the types of compliance requirements that could have a direct and
material effect on each of the District’s major programs. The purpose of those procedures will be
to express an opinion on the District’s compliance with requirements applicable to each of its
major programs in our report on compliance issued pursuant to OMB Circular A-133.
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Audit Administration and Other

We may from time to time, and depending on the circumstances, use third-party service providers
in serving your account. We may share confidential information about you with these service
providers, but remain committed to maintaining the confidentiality and security of your
information. Accordingly, we maintain internal policies, procedures, and safeguards to protect the
confidentiality of your personal information. In addition, we will secure confidentiality
agreements with all service providers to maintain the confidentiality of your information and we
will take reasonable precautions to determine that they have appropriate procedures in place to
prevent the unauthorized release of your confidential information to others. In the event that we
are unable to secure an appropriate confidentiality agreement, you will be asked to provide your
consent prior to the sharing of your confidential information with the third-party service provider.
Furthermore, we will remain responsible for the work provided by any such third-party service
providers.

We understand that your employees will prepare all cash, accounts receivable, or other
confirmations we request and will locate any documents selected by us for testing.

At the conclusion of the engagement, we will complete the appropriate sections of and sign the
Data Collection Form that summarizes our audit findings. We will provide copies of our reports
to the District; however, it is management’s responsibility to submit the reporting package
(including financial statements, schedule of expenditures of federal awards, summary schedule of
prior audit findings, auditors’ reports, and a corrective action plan) along with the Data Collection
Form to the designated federal clearinghouse and, if appropriate, to pass-through entities. We will
coordinate with you the electronic submission and certification. If applicable, we will provide
copies of our report for you to include with the reporting package you will submit to pass-through
entities. The Data Collection Form and the reporting package must be submitted within the earlier
of 30 days after receipt of the auditors’ reports or nine months after the end of the audit period,
unless a longer period is agreed to in advance by the cognizant or oversight agency for audits.

The workpapers for this engagement are the property of Richardson & Company, LLP and
constitute confidential information. The workpapers for this or any engagement for you will be
retained for a minimum of seven years after the date the auditor's report is issued, or longer if
required by generally accepted auditing standards. The firm will make available its workpapers
and respond to all reasonable inquiries of successor auditors and others to review workpapers of
the District, upon the District’s written request or consent. Access to such workpapers will be
provided under the supervision of Richardson & Company personnel at a location designated by
our Firm. Furthermore, upon your request or consent, we may provide photocopies of selected
workpapers to the successor auditors or others. All professional and administrative services and
expenses relating to such access will be charged as an additional expense to the District.

In the event we are requested or authorized by you or required by government regulation,
subpoena, or other legal process to produce our workpapers or our personnel to respond to inquiries
or serve as witnesses with respect to this or any engagement for you, you will, reimburse us for
our professional time and expenses, as well as the fees and expenses of our counsel, in responding
to such a request. If such a request is made, and unless we are obligated by law or legal process
to the contrary, we will inform you prior to providing such access.
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If the District intends to publish or otherwise reproduce in any document our report on the
District’s financial statements, or otherwise make reference to our Firm in a document that contains
other information in addition to the audited financial statements (e.g., in a debt offering circular
for example), the District agrees that prior to making any such use of our report, or reference to
our Firm, management will provide us with a draft of the document to read and obtain our approval
for the inclusion or incorporation by reference of our report, or the reference to our Firm, in such
document before the document is printed and distributed. The inclusion or incorporation by
reference of our report in any such document would constitute the reissuance of our report and any
request by the District to reissue our report or to consent to its inclusion or incorporation by
reference in an offering or other document will be considered based on the facts and circumstances
existing at the time of such request. The estimated fees outlined herein do not include any services
that would need to be performed in connection with any such request to make use of our report, or
reference to our Firm; fees for such services would be based upon the rates for additional services
as described in the Professional Fees section of this letter.

With regard to the electronic dissemination of audited financial statements, including financial
statements published electronically on your Internet website, if applicable, you understand that
electronic sites are a means to distributed information and, therefore, we are not required to read
the information contained in these sites or to consider the consistency of other information in the
electronic site with the original document.

Our Firm, as well as all other accounting firms with a significant audit practice, participates in a
“peer review” program, covering our audit and accounting practices. This program requires that
once every three years we subject our quality assurance practices to an examination by another
accounting firm. As part of the process, the other firm will review a sample of our work. It is
possible that the work we perform for you may be selected by the other firm for their review. If it
is, they are bound by professional standards to keep all information confidential. If you object to
having the work we do for you reviewed by our peer reviewer, please notify us.

Ingrid Sheipline will serve as the engagement partner and is responsible for supervising the
engagement and may sign the auditor’s reports or authorize another individual to sign them.

Government Auditing Standards require that we provide you with a copy of our most recent
external peer review report and any letter of comment, and any subsequent peer review reports and
letters of comment received during the period of the contract. Our current peer review report
accompanies this letter.
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Professional Fees

Our total not-to-exceed cost for the year ended December 31, 2015 is as follows:
Financial Audit $ 32,500
Single Audit, one major program 4,080
Additional Procedures 6,120

Total $ 42,700

The fees quoted include ten hours per year for occasional consultation with auditing and tax staff
regarding accounting, sales tax, arbitrage liabilities or other issues that might arise at the District
during the year.

Changes in Scope That Could Result in a New Fee Arrangement: In the event that the scope of
the audit increases due to changes in accounting or auditing pronouncements and standards, laws
or regulations, material weaknesses in the internal control environment, the loss of key accounting
personnel or significant changes in the scope of the District’s operations, we will discuss the
situation with you and arrive at a new mutually agreed upon fee arrangement.

Additional Services: The fee for additional services provided under this engagement letter or
otherwise requested by the District, if any, will be based on a rate per hour by staff classification
as follows:

Classification Rate Per Hour
Partner $ 180
Senior Manager 120
Managers and Supervisors 110
Seniors 100
Staff 80

If any provision in this letter is held by a court of competent jurisdiction to be invalid, void or
unenforceable, the remaining provisions will nevertheless continue in full force without being
impaired or invalidated in any way.
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We appreciate the opportunity to be of service to the District and believe this letter accurately
summarizes the significant terms of our engagement. If you have any questions, please let us
know.

Very truly yours,
RICHARDSON & COMPANY, LLP
Ingrid Sheipline, CPA

Managing Partner

Response:
This letter correctly sets forth the understanding of the Sacramento Suburban Water District and is signed
by the officer authorized by the Board of Directors to enter into this agreement on the District’s behalf.

By: Title:

Date:
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System Review Report
December 27, 2012

To the Owner
Richardson & Company
and the National Peer Review Committee

We have reviewed the system of quality control for the accounting and auditing practice of Richardson
& Company (the firm) in effect for the year ended September 30, 2012. Our peer review was conducted
in accordance with the Standards for Performing and Reporting on Peer Reviews established by the Peer
Review Board of the American Institute of Certified Public Accountants. The firm is responsible for
designing a system of quality control and complying with it to provide the firm with reasonable assurance
of performing and reporting in conformity with applicable professional standards in all material respects.
Our responsibility is to express an opinion on the design of the system of quality control and the firm's
compliance therewith based on our review. The nature, objectives, scope, limitations of, and the
procedures performed in a System Review are described in the standards at www.aicpa.org/prsummary.

As required by the standards, engagements selected for review included engagements performed under
Government Auditing Standards and audits of employee benefit plans.

In our opinion, the system of quality control for the accounting and auditing practice of Richardson &
Company in effect for the year ended September 30, 2012, has been suitably designed and complied with
to provide the firm with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiency(ies) or fail. Richardson & Company has received a peer review rating of pass.

Lee fonaat ¥ Co, PC_

Certified Public Accountants
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AGREEMENT BETWEEN SACRAMENTO SUBURBAN WATER DISTRICT
AND RICHARDSON & COMPANY, LLP FOR SERVICES RELATING TO
2015 ANNUAL ADUIT

THIS AGREEMENT is made this , 2015, in Sacramento, California,
between the Sacramento Suburban Water District (“District”), a California public agency, and
Richardson & Company, LLP, a public accounting firm (“Consultant”), concerning the District’s
2015 annual audit (the “Work™). The parties agree as follows:

1. Scope of Work. Consultant shall perform the work described in Exhibit A attached hereto
and incorporated herein, and described as follows: 2015 annual audit (the “Work™). Consultant shall:
(@) provide all labor, equipment, material and supplies required or necessary to properly,
competently, and completely perform the Work under this Agreement; and (b) determine the method,
details and means of doing the Work.

2. Compensation.

a. In exchange for the Work, District shall pay to Consultant a fee based on the fee
arrangement described on Exhibit A attached hereto and incorporated herein.

b. The total fee for the Work shall not exceed $42,700.00. There shall be no compensation
for extra or additional work or services by Consultant unless approved in advance in writing by
District. Consultant’s fee shall include all of Consultant’s costs and expenses related to the Work.

c. At the end of each month, Consultant shall submit to District an invoice for the Work
performed during the preceding month. The invoice shall include a brief description of the Work
performed, the dates of Work, number of hours worked and by whom (if payment is based on time),
and an itemization of any reimbursable expenditures. If the Work is satisfactorily completed and the
invoice is accurately computed, District shall pay the invoice within 30 days of its receipt.

3. Term and Termination.

a. This Agreement shall take effect on the above date and continue in effect until completion
of the Work, unless sooner terminated as provided below. Time is of the essence in this Agreement.
Consultant shall perform the Work diligently and as expeditiously as possible, consistent with the
professional skill and care appropriate for the orderly progress of the Work.

b. This Agreement may be terminated at any time by District upon 10 days’ advance written
notice to Consultant. In the event of such termination, Consultant shall be fairly compensated for all
work performed to the date of termination as calculated by District based on the above fee and
payment provisions. Compensation under this subsection shall not include any termination-related
expenses, cancellation or demobilization charges, or lost profit associated with the expected
completion of the Work or other such similar payments relating to Consultant’s claimed benefit of
the bargain.

4. Professional Ability of Consultant. Consultant represents that it is specially trained and
experienced, and possesses the skill, ability, knowledge and certification, to competently perform the
Work provided by this Agreement. District has relied upon Consultant’s training, experience, skill,
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ability, knowledge and certification as a material inducement to enter into this Agreement. All Work
performed by Consultant shall meet the standard of care and quality ordinarily to be expected of
competent professionals in Consultant’s field.

5. Conflict of Interest. Consultant (including its principals, associates and professional
employees) represents and acknowledges that: (a) it does not now and shall not acquire any direct or
indirect investment, interest in real property or source of income in the area covered by this
Agreement or that would be affected in any manner or degree by the performance of Consultant’s
services under this Agreement; and (b) no person having any such interest shall perform any portion
of the Work. The parties agree that Consultant is not a designated employee within the meaning of
the Political Reform Act and District’s conflict of interest code because Consultant will perform the
Work independent of the control and direction of the District or of any District official, other than
normal contract monitoring, and Consultant possesses no authority with respect to any District
decision beyond the rendition of information, advice, recommendation or counsel. Consultant shall
not engage in any conduct or other employment or business that would be incompatible with or
unreasonably interfere with its obligations under this Agreement, that would create a conflict of
interest, or that would reflect unfavorably upon the interests of District.

6. Consultant Records.

a. Consultant shall keep and maintain all ledgers, books of account, invoices, vouchers,
canceled checks, and other records and documents evidencing or relating to the Work and charges for
services, expenditures and disbursements for the Work for a minimum period of three years (or for
any longer period required by law) from the date of final payment to Consultant under this
Agreement. District may inspect and audit such books and records, including source documents, to
verify all charges, payments and reimbursable costs under this Agreement.

b. In accordance with California Government Code section 8546.7, the parties acknowledge
that this Agreement, and performance and payments under it, are subject to examination and audit by
the State Auditor General for three years following final payment under the Agreement.

7. Ownership of Documents.

a. Every report, study, spreadsheet, worksheet, plan, blueprint, specification, drawing, map,
photograph, computer model, computer disk, magnetic tape, CAD data file, GIS data file, computer
software and any other document or thing prepared by Consultant under this Agreement and
provided to District (“Work Product”) shall be the sole and exclusive property of District, and
District shall have the perpetual, world-wide right to use, reuse, reproduce, publish, display,
broadcast and distribute the Work Product and to prepare derivative and additional documents or
works based on the Work Product without further compensation to Consultant or any other party.
Consultant may retain a copy of any Work Product and use, reproduce, publish, display, broadcast
and distribute any Work Product and prepare derivative and additional documents or works based on
any Work Product; provided, however, that Consultant shall not provide any Work Product to any
third party without District’s prior written approval, unless compelled to do so by legal process.

b. If any Work Product is copyrightable, Consultant may copyright the same, except that, as
to any Work Product that is copyrighted by Consultant, District reserves a royalty-free, nonexclusive,
world-wide, and irrevocable license to use, reuse, reproduce, publish, display, broadcast and
distribute the Work Product and to prepare derivative and additional documents or works based on
the Work Product. If District reuses or modifies any Work Product for a use or purpose other than
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that intended by the scope of work under this Agreement, then District shall hold Consultant
harmless against all claims, damages, losses and expenses arising from such reuse or modification.
c. For Work Product provided to District in paper format, upon request by District,
Consultant agrees to provide the Work Product to District in an appropriate and usable electronic

format (e.g., Word file, Excel spreadsheet, Adobe pdf, AutoCAD file).

8. Compliance with Laws; Safety of Work.

a. Consultant shall perform the Work in compliance with all applicable federal, California,
and local laws and regulations, including applicable anti-discrimination and anti-harassment laws,
and to give all notices required by any such law or regulation. Consultant also shall possess, maintain
and comply with all federal, state and local permits, licenses, certificates, and approvals that may be
required for it to perform the Work. In accordance with California Code of Regulations Title 13,
section 2022.1(g), Consultant shall comply with all federal, state and local air pollution control laws
and regulations applicable to the Consultant and its Work.

0. Confidentiality of Documents and Information. Consultant shall keep in strict confidence
all Work Product and other documents and information provided to, shared with or created by
Consultant in connection with the performance of the Work under this Agreement or during its time
as a District consultant (collectively “Information”). Consultant shall not use any Information for any
purpose other than the performance of the Work under this Agreement, unless otherwise authorized
in writing by District. Consultant shall not disclose any Information to any person or entity not
connected with the performance of the Work under this Agreement, unless otherwise authorized in
advance in writing by District.

10. Professional Liability Insurance. Consultant shall maintain professional liability insurance
as shall protect against claims based on alleged errors or negligent acts or omissions which may arise
from the Work or from Consultant’s operations or performance under this Agreement, whether any
such claim is made during or subsequent to the term of this Agreement, and whether such operations
or performance be by Consultant or its employees, subcontractors, agents or anyone else employed
by any of the foregoing. Coverage is to be endorsed to include contractual liability. The amount of
this insurance shall not be less than $2,000,000 per claim and $2,000,000 aggregate. Said policy
shall be continued in full force and effect during the term of this Agreement and for a period of five
years following the completion of the Work. In the event of termination of said policy, new coverage
shall be obtained for the required period to insure for the prior acts of Consultant during the course of
performing services under the terms of this Agreement. Consultant shall provide to District a
certificate of insurance on a form acceptable to the District indicating the deductible or self-retention
amounts and the expiration date of said policy, and shall provide renewal certificates within 10 days
after expiration of each policy term. Any deductible or self-insured retention must not exceed
$50,000, unless authorized in writing by District prior to Consultant beginning the Work. The
insurance is to be placed with insurers licensed to do business by and in good standing with the
California Department of Insurance, with a current A.M. Best’s rating of A:VII or better unless
otherwise approved in advance by District.

11. General Insurance.

a. Consultant, at its sole cost and expense, shall procure and maintain for the duration of this
Agreement the following types and limits of insurance:
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Type Limits Scope

Commercial General Liability | $1,000,000 per occurrence, or the full | At least as broad as 1SO
per occurrence limits of the policies | Occurrence  Form CG
available, whichever is greater, for | 0001.

general liability, blanket contractual
liability, bodily injury, personal injury
and property damage.

Automobile Liability $1,000,000 per accident for bodily | At least as broad as ISO
injury, including death, and property | Business Auto Coverage
damage. Form CA 0001 (Code 1,
any auto).
Workers” Compensation California statutory limits.
Employer’s Liability $1,000,000 per accident for bodily

injury or disease.

b. If Commercial General Liability Insurance or other form with a general aggregate limit or
products-completed operations aggregate limit is used, either the general aggregate limit shall apply
separately to the Work/location (with the 1ISO CG 2503, or ISO CG 2504, or insurer’s equivalent
endorsement provided to District), or the general aggregate limit and products-completed operations
aggregate limit shall be twice the required occurrence limit.

c. The general liability and automobile liability policies will be endorsed to name District,
and its directors, officers, employees, authorized volunteers, and agents, as additional insureds
regarding liability arising out of this Agreement using an 1SO endorsement form at least as broad as
CG 2010 1185 or both CG 20 37 and CG 20 38 04 13 forms (if later revisions used) as respects:
liability arising out of activities performed by or on behalf of Consultant; products and completed
operations of Consultant; premises owned, occupied or used by Consultant; and automobiles owned,
leased, hired or borrowed by Consultant. The policies shall contain no special limitations on the
scope of protection afforded to District, and its directors, officers, employees, authorized volunteers,
and agents.

d. Each insurance policy will be endorsed to state that coverage will not be canceled, except
after 30 days’ prior written notice to the District (10 days for non-payment of premium).

e. The workers’ compensation policy will be endorsed to include a waiver of subrogation
against the District and its directors, officers, employees, authorized volunteers, and agents.

f. If Consultant’s firm owns no motor vehicles, Consultant agrees to obtain Business
Automobile liability insurance in compliance with this Agreement should any motor vehicle be
acquired during the term of this Agreement. Such Business Automobile coverage shall be at least as
broad as Insurance Services Office Automobile Liability form CA 0001 (3-06 ed.) Code 1, any auto.
Non-Owned and Hired Automobile liability insurance is waived if Consultant’s firm does not own
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any motor vehicles and such coverage is provided by a hired and non-owned auto endorsement to the
Commercial General Liability policy described in Section 11(a), above.

g. Consultant’s coverage will be endorsed to be primary and apply separately to each insurer
against whom claim is made or suit is brought, except with respect to the limits of the insurer’s
liability, and District’s insurance or self-insurance, if any, will be excess and will not contribute with
Consultant’s insurance (at least as broad as ISO endorsement CG 20 01).

h. Insurance is to be written on policy forms acceptable to District and be placed with
insurers with a current A.M. Best’s rating of A:VII or better and that are admitted to do business and
in good standing in California, unless otherwise acceptable upon notice to and approval by District.
In the case of Workers® Compensation and Employer’s Liability Insurance, coverage provided by the
California State Compensation Insurance Fund is acceptable.

i. No later than its execution of this Agreement and then annually thereafter, Consultant will
provide to District the following proofs of insurance: (a) certificate(s) of insurance evidencing all
required coverages under this Section 11 on Acord Form 25 or insurer’s equivalent; and (b)
additional insured endorsement(s), signed by an insurer representative evidencing the required
coverages and endorsements required hereunder. Consultant may not commence the Work until
District has approved all insurance coverages and documentation, unless otherwise agreed by District
in writing. District reserves the right to review and reject any certificates or endorsements that are
not in compliance with this Section 11 and to require Consultant to obtain the appropriate coverages
and amendatory endorsements prior to starting the Work.

J. The requirements as to the types, limits, and District’s approval of insurance coverage to be
maintained by the Consultant are not intended to and shall not in any manner limit or qualify the
liabilities and obligations assumed by Consultant under this Agreement. In addition, in the event any
change is made in the insurance carrier, policies or nature of coverage required under this
Agreement, Consultant shall notify District prior to making such changes.

k. Consultant shall ensure that all required insurance coverages are maintained throughout the
term of this Agreement. If any of the required coverages expire during the term of this Agreement,
Consultant shall deliver renewal certificates and any required endorsements to District at least 10
days before the expiration date.

I. Consultant’s insurance shall apply separately to each insured against whom claim is made
or suit is brought, except with respect to the limits of the insurer’s liability.

m. Insurance deductibles or self-insured retentions must be declared by Consultant, and such
deductibles and retentions shall be approved by District before Consultant commences the Work. At
the election of District, Consultant shall either: (1) reduce or eliminate such deductibles or self-
insured retentions; or (2) procure a bond which guarantees payment of losses and related
investigations, claims administration, and defense costs and expenses.

n. Consultant shall, upon demand of District, deliver to District such policy or policies of
insurance required under this Section 11 and the receipts for payment of premiums thereon.
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12. Indemnification.

a. To the fullest extent permitted by law, Consultant shall immediately indemnify, defend
(with counsel approved by District), protect, and hold harmless District, and its directors, officers,
employees, authorized volunteers, and agents from and against any and all actions, judgments, legal
or administrative proceedings, arbitrations, claims, demands, damages, liabilities, interest, and costs
(including, without limitation, attorney’s, expert witness and consultant fees and expenses, fines,
penalties, and litigation costs and expenses) of every nature (“claims” or “claim”), arising out of,
pertaining to or in any way connected with the negligence, recklessness or willful misconduct of
Consultant’s, or its employees’, agents’ or subcontractors’, negligence, recklessness or willful
misconduct arising out of or in any manner directly or indirectly connected with the Work to be
performed under this Agreement, however caused, regardless of any negligence of District, or its
directors, officers, employees, authorized volunteers, or agents (including passive negligence), except
if caused by the sole negligence or willful misconduct or active negligence of District, or its
directors, officers, employees, authorized volunteers, or agents, or as otherwise provided or limited
by law.

b. Consultant’s obligations under this indemnification provision shall survive the completion
of Work under, or the termination of, this Agreement. Submission of insurance certificates or
submission of other proof of compliance with the insurance requirements in this Agreement does not
relieve Consultant from liability under this provision. The obligations of this provision shall apply
whether or not such insurance policies shall have been determined to be applicable to any claims.

c. By executing this Agreement, Consultant specifically acknowledges that: (1) the duty to
defend provided in this indemnification provision is a separate and distinct obligation from
Consultant’s duty to indemnify District; (2) Consultant shall defend District and other indemnified
parties in any legal, equitable, administrative, or special proceedings asserting a claim covered by
this indemnity, including any claims under the Americans with Disabilities Act or other federal or
state disability access or discrimination laws; (3) Consultant shall pay and satisfy any judgment,
award or decree that may be rendered against District, or its directors, officers, employees,
authorized volunteers, or agents, in any and all suits, actions, or other legal or administrative
proceedings asserting a claim covered by this indemnity and otherwise not barred by subsection (a)
of this Section 12; and (4) Consultant shall reimburse District, or its directors, officers, employees,
authorized volunteers, or agents, for any and all legal expenses and costs incurred by each of them in
connection therewith or in enforcing the indemnity herein provided.

13. Subcontractors. No subcontract shall be awarded nor any subcontractor engaged by
Consultant without District’s prior written approval. Consultant shall be responsible for requiring and
confirming that each approved subcontractor meets the minimum insurance requirements specified in
Sections 10 and 11 of this Agreement. Any approved subcontractor shall be covered by Consultant’s
insurance in accordance with the insurance requirements of Sections 10 and 11 of this Agreement or
such subcontractor shall obtain the required insurance coverages and provide proof of same to
District in the manner provided in Section 11 of this Agreement.

14. Independent Contractor. It is expressly understood and agreed by the parties that
Consultant’s relationship to District is that of an independent contractor. All persons hired by
Consultant and performing the Work shall be Consultant’s employees or agents. Consultant and its
officers, employees, subcontractors, and agents are not District employees, and they are not entitled
to District employment salary, wages or benefits. Consultant shall pay, and District shall not be
responsible in any way for, the salary, wages, workers’ compensation, unemployment insurance,
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disability insurance, tax withholding, and benefits to and on behalf of Consultant’s employees.
Consultant shall, to the fullest extent permitted by law, indemnify District, and its directors, officers,
employees, authorized volunteers, and agents, from and against any and all liability, penalties,
expenses and costs resulting from any adverse determination by the United States Internal Revenue
Service, California Franchise Tax Board or other federal or state agency concerning Consultant’s
independent contractor status.

15. Entire Agreement. This Agreement and the attached exhibits represent the sole, final,
complete, exclusive, and integrated expression and statement of the terms of the agreement between
District and Consultant concerning the Work. There are no written or oral agreements, conditions,
representations, warranties, or promises with respect to the subject matter of this Agreement except
those contained in or referred to in this writing. No modification of this Agreement shall be effective
unless and until such modification is evidenced by a writing signed by both parties to this
Agreement.

16. Successors and Assignment. This Agreement shall be binding on, and inure to the benefit
of, the heirs, successors, and assigns of the parties. However, Consultant agrees that it will not
subcontract, assign, transfer, convey, or otherwise dispose of this Agreement or any part thereof, or
its rights, title or interest therein, or its power to execute the same without the prior written consent of
District, which shall be given or refused in the District’s sole discretion.

17. Severability. If any part of this Agreement is held to be void, invalid, illegal or
unenforceable, then the remaining parts will continue in full force and effect and be fully binding,
provided that each party still receives the benefits of this Agreement.

18. No Waiver of Rights. Any waiver at any time by either District or Consultant of its rights as
to a breach or default of this Agreement shall not be deemed to be a waiver as to any other breach or
default. No payment by District to Consultant shall be considered or construed to be an approval or
acceptance of any Work or a waiver of any breach or default.

19. Interpretation. District and Consultant each had the opportunity to consult independent
counsel in the negotiation and execution of this Agreement. For the purposes of interpretation of this
Agreement, neither party will be deemed to have been its drafter.

20. Governing Law and Venue. This Agreement will be governed by and construed in
accordance with the laws of the State of California. The state superior or federal district court where
District’s office is located shall be venue for any litigation concerning the enforcement or
construction of this Agreement.

21. Notices. Any notice or other communication required or permitted to be given under this
Agreement will be in writing and will be deemed to be properly given if delivered, mailed or sent by
facsimile or e-mail in the manner provided in this Section 21, to the following persons:

District: Consultant:

Sacramento Suburban Water District Richardson & Company, LLP
Attn: Dan Bills Attn: Ingrid Sheipline

3701 Marconi Avenue, Suite 100 550 Howe Avenue, Suite 210
Sacramento, CA 95821-5346 Sacramento, CA 95825
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Fax: (916) 972-7639 Fax: (916) 564-8728
E-mail: dbills@sswd.org E-mail: isheipline@richardsoncpas.com

If sent by mail, any notice, delivery or other communication will be effective or deemed to have been
given three days after it has been deposited in the United States mail, with postage prepaid, and
addressed as set forth above. If sent by facsimile or e-mail, any notice, delivery or other
communication will be deemed to have been given only after it has been confirmed in writing as
received. If delivered personally or by commercial overnight delivery service, any such notice,
delivery or other communication will be deemed to have been given on the date of delivery. Either
party may change that party’s address or designated representative by giving written notice of the
change to the other party in the manner provided in this Section 21.

23. Consultant represents that it is licensed by the California Board of Accountancy, and that
Consultant’s license is in good standing and will be kept in good standing during the term of this
Agreement.

IN WITNESS WHEREOF, the parties execute this Agreement on the day and year first
above written.

SACRAMENTO SUBURBAN Richardson & Company:
WATER DISTRICT:

By: By:
Robert S. Roscoe, P.E. Ingrid Sheipline
General Manager Managing Partner
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