San Diego Geographic Information Source

Board of Directors Meeting

This notice is given in accordance with the provisions of
California Government Code section 54956.

Date: Tuesday, January 20, 2009
Time: 11:00 AM - 12:00 PM

Place: City Admlnlstratlve Building
202 “C” Street, 5™ Floor
‘San Diego, CA 92101

AGENDA

ITEM # RECOMMENDATION

1. Minutes, SanGIS Board of Director's Meeting, December 9, 2008 ACTION -
Piease see the attached minutes from the December 9, 2008 meeting, which is also T
available at www.sangis.org/BOD Agenda_Minutes.htm

2. Comments from the Public (limited to 2 minutes) INFORMATIONAL
This portion of the agenda provides an opportunity for members of the public to
address the Board on items of interest within the jurisdiction of the Board that do not
appear elsewhere on today’s agenda. Comments relating to items on today's agenda
are to be taken at the time the item is heard. Pursuant to the Brown Act, the Board may
take only limited action

INFORMATIONAL

3. Financial Status
4, Replacement of SanGIS Executlve Director — Management | ACTION
Committee Request for Board Direction
Request for Board direction to move forward with City short term and long term
recommendations for replacement of the SanGIS Executive Director as detailed in the
attached 01/05/0¢ “SanGIS Executive Director” memorandum.
5. Operational Reports INFORMATIONAL
6. Status of Action Items Requested by the Board . INFORM AleNAL

_ Note: The Board may take actlon on any 1tem on the agenda regardless of whether |t is Ilsted for discussion,
- information or approve. _
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Date:

- To:

From:

Subject:

Board Agenda ltem 1, January 20, 2009

December 1 0,. 2008
SanGIS Board of Directors
SanGI'S: ExeCut]ve Director

Minuté_S_ of '_SénGIS Board of Directors Meeting on December 8, 2008

The meeting was called to order at 1:06 PM

_Board Members Present:

Chandra Wallar, Chief Administrative Officer des;gnee Board Chair
Bill Anderson, Mayor DeS|gnee

Others Present:

Andrew Abouna, SanGIS Executive Director

Phyllis Chapin, Citywide Applications and Technologies Program Manager,
- City of San Diego
~ Ross Martin, GIS Manager, County of San Diego
- Dave Lindsay, Couinty of San Diego

" Clint Daniels, SANDAG
Tim Suther_land, SANDAG

- Bill Smith, 'Géneral Council, County of San Diego; Teleconference for Items 3 and 6

Regular Agenda (summarized here in order dlscusseQ)

Item #1:

",- Item #2:

Minutes of the SanGIS Board of Director’s Meeting for September 9, 2008

The Board approved the Minutes from the September 8, 2008 Board Meetmg

Comments from the Public
Clint Danlels introduced himself and Tim Sutherland, both from SANDAG, and

- addressed the Board on SANDAG’s interest in taking over the public data

clearinghouse components from SanGlIS. Clint noted that a draft MOU has been
prepared by SANDAG and will be sent to Andrew and the Management Committee for
discussion and refinement at subsequent Management Committee (MC) meetings to

- include himself and Tim. He added that. ftnal adoptlon of an MOU would require

. - SANDAG Board approval.

- : ' Chandra was thankful for their work on this.eﬁort' and look forward to a response from
- the MC. Bill asked if SANDAG directors are aware of the proposal. Clint replied that
. the public data clearinghouse transition to SANDAG has been discussed thoroughly

- within the agency and that it could be applied to other regional efforts and cities.
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item #4: Current Financial Status

a)

b)

Andrew introduced the 3-page spreadsheet summary and detail of SanGIS' .
expenses and revenues to date. Bill asked for addition of a percent-to-date field for
the summary page and noted that labor was only about 10% expended, but that

he would have anticipated about one-third to be spent. Phyllis explained that City o

labor is invoiced four times per year and the first invoice been sent to SanGIS.
Andrew added that the first City labor invoice is now in the process of being paid
and will be reflected in next month’s spreadsheets. County labor billing is also
anticipated shortly.

Andrew reported that the FY08 audit is expected to commence this month with the
firm of Macias et al.al., as approved by the Management Committee, and pending
signing of a forthcomlng engagement letter. The expected completion date for
audit is February 24™ 2009. :

The City has stated that they will budget 15% less for SanGIS in their FY2010

- budget and they requested that the proposed SanGIS FY10 budget reflect that

reduction. Chandra requested the MC to work with Andrew to develop an
appropriate reduction in costs for all services. Andrew noted that he had already
begun making project specific proposals to the MC for reduction in costs for some
services.

Phyliis noted that Andrew had made an earlier proposal of a 10% reduction in an

- email to Howard Stapleton at the City. Andrew explained that his email was .

- prompted when he learned that the funding for SanGIS by the City could change
- and that he told the City that he expected there would be a 10% reduction in:costs
- to both the City and County if the Board were to approve the FY10 budget that has

“yet to be prepared or reviewed. Chandra followed that Andrew is not to make: any

proposals until they have first been vetted with the MC.

Chandra also asked that the draft FY10 budget be prepared for March SanGIS
Board Meeting. In addition, she requested that the County's proposal be updated
to reflect the City suggested 15% reduction to match a potential budget reduction.

Blll asked what percent of mapping is performed for the public. Andrew replied

L with 95%.

- Chandra asked if the mapping service would move to SANDAG, which Ross and
“Andrew noted it was an initial requirement of SANDAG that SanGIS no longer
- conduct public mapping (so as not to be in competition with SANDAG). Phyllis

added the SanGIS would still continue to provide: mapping for the City and County
staff.

Chandra also inquired whether other agencies would be excluded from performing
public mapping. Ross noted that any other agency would continue to be able to
provide mapping. Chandra asked the MC to report back to Bill and her as soon as
the SANDAG MOU is fully vetted.
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- d) The Management Committee had directed Andrew to prepare a draft FY10 budget

ltem #5:

report will be prepared for Board review in March 2009 and for Board adoption in
April 2009. The budget will now be prepared sooner as directed by the Board.

FY07 Audit Account Staff Recommendation
Andrew summarized that FY07 audit recommendation for the employment of
dedicated account staff which the Board previously directed a determination of costs

. be made. Based upon an estimated five hours per week at $32 per hour for this

service using TOPS temporary personnel, the total annual cost is estimated to be
$8,320. In response to Chandra’s question as how to fund the cost Andrew suggested
it could be paid from the Contingency Reserve account. The Board approved the

~ hiring of TOPS temporary accounting staff of five hours per week.

ltem #6:

'Priority 1 IT Upgrade Status
Andrew reported that based upon the Board’s previous direction, the finding from
potential IT equipment lease firms is that no early lease termination is available

~ whereby SanGIS would not be required to make the full payments of an equipment

lease. In addition, it was reported that lease terms for equipment could be as short as
12 months and that the payments would reflect a shorter term.

Based upon the Board's other direction on this topic to review options for offsite
hosting of upgraded servers for the agency, Andrew explained because offsite hosting
would represent a change in the way SanGIS IT is architected, a subcommittee of

" STAB (SanGIS Technical Advisory Board) was formulated to discuss the pros and

cons, and to evaluate proposals, of offsite hosting. To date only one proposal had

- been received, which was from the County-NG. However, based upon a SanGIS staff

persons concern that a conflict of interest might exist with the submittal and evaluation
or recommendation of the proposal, Andrew had requested an opinion from Bill Smith,

_legal'counsel for SanGIS. Bill concluded that a conflict of interest was present. The

- County subsequently withdrew their proposal.

- Ateleconference call was made to Bill Smith and Chandra asked him if a legal _w:ay'.
- existed by which that SanGiS could get a proposal from NG. 1t was determined that

- SanGIS should request a proposal from NG through the CTO (County Technology

Office). Andrew stated that had earlier anticipated contacting NG directly for the
quote, and that he will also be seeking quotes from other vendors. Phyliis noted that
City has just provided a list of potential vendors to Andrew. She added that the City
was OK with the County's proposal, but recognizes that it does include additional
elements such as email hosting.

'Ross informed the Board that efforts are uhd_enmay to obtain for SanGIS the use of

- server from OES (Office of Emergency Services) to replace SanGIS' oldest server
VULCAN. In return for load of the equipment OES has requested a two-year offset of
. their SanGiS fees, which would equate to $11,000 over the two years. The terms of
" the equipment use would be defined in a letter of agreement. Phyllis added that the
'MC and Andrew are working to achieve a stable [T infrastructure, and cited the recent
- NAS (Network Attached Storage) device, which was SanGIS’ highest at-risk device.
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- Chandra asked how soon the OES server could be put into use, which Ross and
~ - Andrew replied was about 1 week once the device was recelved

Item #7:
. Andrew provided an overview of the fee proposal and how it was derived to both

Item #8:

Public Mapping Fees Increase Proposal '

offset newly-derived costs for the service and to at least equal DPW costs for similar

- services. Bill inquired as to what other agencies provide similar service and if any
- agencies outside of San Diego County were surveyed. Andrew noted that the only

agencies he was aware of providing mapping services were those listed in the
attached survey and that no agencies were contacted outside of the county.

* Chandra noted that according to the survey the fees of the'ROV (Registrar of Voters)
seemed very low and Dave added that the ROV only provides a very specific type of

map. Bill commented that as proposed SanGIS’ fees appear higher than most other

- providers but nearty equal to DPW. Phyllis added that unlike the County, the City

does not have a mapping section, but SanGIS wou[d contmue to provide maps for
free to the City and County. S T _

~ Chandra asked if the MC had approved the fee proposa! which they confirmed they

had. The Board approved the proposa!

Office Lease Renewal o
Andrew presented the lease renewal proposal that was initiated by Irving Hughes.
The proposal scenarios would provide for a new 60-month lease at SanGIS’ CUrrent
location, and could offer up a savings of up to $147,000 when compared to the -

~ current lease rate for the same 60 month period. SanGIS’ current lease explres ln

March of 2010.

Bill asked Andrew to confirm that Irvmg Hughes had contacted him first which, which
was confirmed. He also stated it would be good to compare City and County lease
rates with the proposal, but felt that they would be lower. Chandra noted that the

o County had offered earlier to provide office space for SanGIiS. The Board asked
- . Phyllis and Ross to determine the leasing costs through the City and County for

ltem #9:

comparison at the next Board meeting. The Board also concluded that reviewing -
lease options is a good idea but that it likely value could be achieved through the
City’s or County’s own contacts. Bill suggested a contact person for Phyllis. :

12 Short Term Action ltems Status
Andrew provided an update on two action items:

a) A statement of work for a consultant to develop a Service Level Agreement (SLA)

between SanGIS, City and County has been formulated with a subcommitiee of
STAB, MC and SanGiS. The statement is pending MC approval before being sent
to legal counsel for review.

In response to Bill's questions as to why a consultant would be needed, Phyllis
replied that there were two reasons: 1) Staff were not available to dedicate the
time involved; and, 2) Because the SLA would serve as a basis for an MOU if the
County were to take over SanGIS, havmg a 3™ party develop the SLA would
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reduce conflict concerns Chandra added that the SLA would help with potentlai
regional expansion of SanGIS.

b} The “Required Communication Actions of the Executive Director’ document has
- been developed by the MC and reviewed by legal counsel. Phyllis noted one
correction that needs to be made. Bill also asked for clarification on item 1.1.4 in
- regards to the established contracting limits of the MC. Phyllis noted that the MC
- has been given authority to approve contracts up to $50,000. The Board requested
- that this clarification be added to the document.

Item #10: Recent Agency Accomplishments
- The Board requested no further details.

ltem #11: Other
Chandra noted that the pos:tlon of SanGiS Board chair rotates annually and
req uested that Bill take on the chair position in the New Year.
The Publi_é Session of the meeting adjourned at 2:05 PM for Executive discussion of ltem 3.
The Public Session of the meeting reconvened at 2'267PM'
item #3: Personnel Matters — Executive Sessmn Closed to the Public
- The Board members held Executive Session and reported that the item and outcome

will be continued to January 6, 2009 at 11: OOAM at Bill's office. | o

The regular meeting adjourned at 2 28 PM.

Action and Pending Items:

1. Update 'budget summary sheete to show oercent of budget expended...
Andrew Provide to Management Comm.'ttee and Board.

2. Provide draft FY10 budget to Board and MC pnor to March, 2009
Andrew. Provide fo Management Comm.'ttee and Board

3. Evaluate SANDAG MOU for data warehousmg and pubilo mapplng
Phyllis and Ross. Provide fo Board

4. Hire accounting oersonne[ for 5 hours per week of service from TOPS.
Andrew. Update MC with progress.

5. Implement new public mapping fee schedule.
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Andrew. -Pbst al SanGIS.

6. OES Server — OES does not wish fo offer the ser\(_ér any longer

7. Determine lease costs for SanGIS office space in Clty or County offices.
Phyllis and Ross Provide to Board at next meetmg -

8. Update the “Req u&red Communication Actions of the Executlve Dlrector” to refEect MC
- contracting authonty of $50,000.

Phyllis and Ross.
9. Update the on the 12 required Board Actions Adopted April 11 2008.

Phyllis énd Ross. Provide to Board at next meéting.

Respectfully Su_bmitted, | _ - Approved,
Andrew Abouna Date Chandra Wallar Date

Executive Director - Board Chair



THE CITY OF SANDIEGO
MAYOR JERRY SANDERS .

MEMORANDUM

DATE:  January 5, 2009

TO: Williat'n Anderson, City of San Diego SanGIS Board Member
FROM: Howard Stapleton Deputy Director, Ofﬁce of the CIO, IT Dmsmn / R

SUBJECT: - SanGIS Executive Director Position

T Th1s memo is in response to your request to Phylhs Chapin to provide recommendatmns for

- filling the position of Executive Director of SanGIS on an interim and long-term basis. The

- 8anGIS Executive Director is an Unclassified Position, exempted from the Civil Service .
provisions of the City Charter, reporting directly to the Deputy Director of the IT Division of the
- Office of the CIO. The position serves at the discretion of the Mayor. (Reference: Sections 29
and 30 of the City Charter) and the SanGIS Board of Directors (Reference: Joint Powers
Agreement Creatlng the San Diego Geographlc Informatlon Source, Section IV B3 E4, and F1),

- Should the Executlve Director position become vacant, our office recommends centractmg for
- support services on an interim basis while pursuing an open recmltment to fill the posmon ona
E permanent basis. . o S

We beheve that San Diego Data Processing Corporation (S_DDPC) has_professional staff with the
requisite experience and skills to provide program oversight on an interim basis. The SanGIS
Board could contract directly with SDDPC to obtain program management services while
pursuing long-term options. A half time position would be sufficient to ensure the continuation

- of critical operations and services currently provided by SanGIS. The cost for this support,

- which would be funded from the existing SanGIS- ‘abor budget, is projected at $44,000 for a
‘period of approximately six months. The SanGIS Management Committee could provide daily

- . 'overs1ght for the position.

| 'jThe mternn staffing approach would need to be vetted with SDDPC management We have
'broached the topic of program support with Brad Lind at SDDPC, and if the Board decides to
move in this direction, would recommend contacting him for potential eandldates
Phyllis Chapin, the City’s Management Committee Representative to SanGIS is available to
~. provide additional information as required.

 HS/pac

- cet _Phyllis Chapin, City of San Diego SanGIS Management Committee Representative
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CMTY_GENERAL_PLAN_GN
FIRE_HAZARD_SEVERITY_ZONES
PARKS_CN

SCHOCL
SURVEYDOGC_GRID_LINE
SURVEYDOC_GRID_POLY
ZONING_SD

12/19/2008
12/19/2008
12/19/2008
12/19/2008
12/19/2008
12/19/2008
12/19/2008

Update

County of SD
County of 8D
County of SD
SANDAG
County of SD
County of SD
City of SD

DPPLU
DPLU
Park&Rec
SANDAG
DPW
DPW
DS/DPC

Melanie Casey

Matt Tumer

Emily Kachert

John Hofmockel

Kiis Lingelser

Kris Lingelser

Susan Bender/Dave Snyder

130+ additional layers were also updated as part of the SanGIS regular weekly processes, such as Parcels, Roads and CIP data from City Water.

DIST_HISTORIC_SD
DIST_PRECINGCT_CONSOLIDATED
RIGHT_OF_WAY
RIGHT_OF_WAY_LINE
PARCEL

PARCELS

PARCELS_ALL
PARCELS_ALL_NPC
SURVEYDOC_GRID_LINE
SURVEYDOGC_GRID_POLY
SURVEY_MAP_AREA
SURVEY_ORTHO_AREA

COASTAL_OVERLAY_ZONE_SD
COASTAL_OVERLAY_ZONE_CN
SDG_E_ELECTRICAL_DEPOWERING
FACILITIES_MILITARY
PERMITS_DISCRETIONARY
PUBSAFETY_CMTY_PLAN_CN
ROADS_CNTY_MAINTAINED
ZONING_UN

ASR_BOOK
CMTY_GENERAL_PLAN_DRAFT_REF_CN
ECO_ENVRNMNTLY_SENSITIVE_AREAS
FIRE_STATION
FIRE_HISTORY_THRU_2007
FIRE_BURN_FISTORY
HLTH_CMS_CLINICS
SURVEYDOC_GRID_POLY
SURVEYDOC_GRID_LINE

ZONING_SD

11/7/2008
117772008
11/14/2008
11/14/2008
11/14/2008
11/14/2008
11M14/2008
111442008
11/28/2008
11/28/2008
11/7/2008
11/712008

10/19/2008
10/19/2008
16/19/2008
10/31/2008
10/31/2008
10/15/2008
10/31/2008
10/19/2008

Sep-08
Sep-08
Sep-08

. Sep-08
Sep-08
Sep-08
Sep-08

" Sep-08
Sep-08
Sep-08

Update
Update
Update
Update
Update
Update
Update
Update
Update
Update
Update
Update

New

New

New
Update
Update
Update
Update
Update

City of SD
County of SD
SanGIS
SanGIS
SanGIS
SanGIS
SanGIS
SanGls
County of SD
County of 5D
City of 8D
Gity of 8D

City of SD
County of $D
City of SD
County of SD
County of SD
SanGIS
County of SD
County of SD

CPCI
ROV
SanGIS
SanGIS
SanGIS
SanGIS
SanGIS
SanGIS
DPW
DPW
ECP
ECP

DsD
LUEG
OcIo
LUEG
bPLU

DPW
DPLU

Mike Klein
Neflie' Munoz
SanGIS
SanGIS
SanGIs
SanGIS
SanGls
SanGIS

Kris Lingelser
Kris Lingelser
Lisa Marquis
Lisa Marquis

Susan Bender/Dave Snyder

Ross Martin

Phyllis Chagpin

Ross Martin

Randy Yakos

Renamed CMTY_PLAN with CPEP file
Roy Pickering

Melanie Casey

' For more information about SanGIS please visit www.sangis.org
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SanGIS BOD 12/9/08 Meeting Action and Pending ltems:

. Update budget summary s__hee_té'to show percent of budget expended.
Andrew updated summary spreadsheets to reflect % to date expended
additionally at the MC requests he created three new Spreadsheets fo
reflect expendrtures by cost centers. (See attached) :

2. Provide draft FY10 budget to Board and MC prior to March, 2009. -
Pending |
. EvaIUate SANDAG MOU for data warehdusing and public mapping.

Ross and Phyillis revrewrng for presentatron to Board at the February _
Board meeting. - .

. Hire accounting personnel fer 5 hours per week of service from TOPS..
Letter of engagement completed. |

. Implement new-publ':ie_:mapping fee schedule.

Implemented 1/1/2009.

. Determine lease costs for SanGIS office space in City or County offices.

Phyllis and Ross are working with respective City and County staff to
provide the Board With options and costs...

. Update the “Req un’ed Communzcatlon Actions of the Executive Dlrector” to reflect”
‘MC contractmg authority of $50,000.
- Completed and singed.
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3000 8 Street, Suite 300
Sagramento, CA 95816
$16.928.4600

. 2175 N. California Boulevard, Suite 645

Walnue Creek, CA 34596

| 925.274.0190

MACIAS GiNi & OCONNELL ur 5155 Fgiera Ses, Su 15
CERTIFIED PUBLIC ACCOUNTANTS & MANAGEMENT CONSULTANTS 213 g:sgggglo

412 West Broadway, Suits 400
San Diego, CA 92101
6195731112

‘December 19, 2008

SanGIS Management Commitice

San Diego Geographic Information Source
5469 Kearny Villa Road, Suite 102
San Diego, CA 92123

 We are pleased to confirm our understanding of the services we are to provide San Diego Geographic Information
- Source Joint Powers Agreement (SanGIS) for the year ended June 30, 2008. We will audit the financial

statements of the SanGIS as of and for the year ended June 30, 2008. 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 accompany SanGIS’s basic financial statements. As part of our engagement, we will
apply certain limited procedures to SanGIS’s RSY. These limited procedures will consist principally of inguiries of
management regarding the methods of measurement and presentation, which management is responsible for
affirming to us in its representation letter. Unless we encounter problems with the presentation of the RSI or with
procedures relating to it, we will disclaim an opinion on it. The following RSI is required by generally accepted
accounting principles and will be subjected to certain limited procedures, but will not be audited:

1) Management’s Discussion and Analysis.

Audit Objeciive

. The ob;ectwe of our audit is the expression of oplmons 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. Our audit will be conducted in accordance with generally accepted
auditing standards established by the Auditing Standards Board (United States) and the standards for financial
andits contained in Government Auditing Standards, issued by the Comptroller General of the United States, and
will include tests of the accounting records of SanGIS and other procedures we consider necessary to enable us to
express such opinions. If our opinions on the financial staterents are other than unqualified, we will fully discuss
the réagons with you in advance. If, for-any reason, we are unable to complete the audit or axe 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.

We will also provide a report (that does not included an opinion) on internal control related to the financial
statements and compliance with laws, regulations, and the provisions of contracts, grant agreements,

: noncempliance with which could have a material effect on the financial statements as required by Government

Auditing Standards. The report on internal control and compliance will include a statement that the report is
intended solely for the information and use of management, the body or individuals charged with governance,
others within the entity, and specific legislative or regulatory bodies and is not intended to be and should not be
used by anyone other than these specified parties. .

| WWW.mEGEpa.com i T ’ B An independenz Member of the BDO Seldmon Alliance




If during our audit we become aware that SanGIS is subject to an audit requirement that is not encompassed in the
terms of engagement, we will communicate to management and those charged with governance that an audit in
accordance with U.S. generally accepted auditing standards and the standards for financial audits contained in
Government Auditing Standards may not satisfy the relevant legal, regulatory, or contractual requirements.

Management Responsibilities A
Management is responsible for the basic financial statements and all accompanying information as well as all
representations contained therein. You are also responsible for making all management decisions and performing
all management functions; for designating an individual with suitable skill, knowledge, or experience to oversee
our financial statement preparation services and for evaluating the adequacy and results of those services and
accepting responsibility for them.

Management is responsible for establishing and maintaining internal controls, including monitoring ongoing
activities; for the selection and application of accounting principles; and for the fair presentation in the financial
staterments of the respective financial position of the SanGIS and the respective changes in financial position and
cash flows, where applicable, in conformity with U.S. generally acéepted accounting principies.

Management is also responsible for making all financial records and related information available to us and for
the accuracy and completeness of that information. Your responsibilities include adjusting the firancial
statements to correct material misstatements and for confirming to us in the representation letter that the effects of
any uncorrected misstatements aggregated by us during the 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.

You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and
for informing us about all known or suspécted fraud or illegal acts affecting the government involving (1)
management, (2) employces 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, Your responsibilities include informing us of
your 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, you are
responsible for identifying and ensuring that the entity complies with applicable laws, regulations, contracts,
agreements, and grants for taking timely and appropriate steps to remedy any fraud, illegal acts, violations of
contracts or grant agreerents, or abuse that we may report.

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 audits or other engagements or
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 or other engagements or studies. You are also responsible for providing management’s views
on our current findings, conclusions, and recommendations, as well as your planned corrective actions, and the
timing and format related thereto.

Audit Procedures~General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our andit will involve judgment about the number of transactions to be examined and the
areas to be tested, 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 enfity or to acts by management or employees acting on behalf of the entify. Because the
determination of abuse is subjective, Government Auditing Standards do not expect anditors fo provide reasonable
assurance of detecting abuse. .



Because an audit is designed to provide reasonable, but not absolute, assurance and because we will not perform a
detailed examination of all transactions, there is a risk that material misstatements may exist and not be detected
by us. In addition, an audit is not designed to detect immaterial misstatements, or violations of laws or
governmentai regulations that do not have a direct and material effect on the financial statements. However, we
will inform you of any material errors and any fraudulent financial reporting or misappropriation of assets that
come to our attention. We will also inform you of any violations of laws or governmental regulations that come
to our attention, unless clearly inconsequential. Our responsibility as auditors are limited fo the period covered by
our audit and does not extend to later periods for which we are not engaged as auditors.

Our procedures will include tests of docnmentary 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 representatlons 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 wriiten
representahons from you about the financial statements and related matters. o

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 frand that are material to the financial
statements and to preventing and detecting rmisstatements resulting from illegal acts and other noncompliance
matters that have a direct and material effect on the financials 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.

Audit Procedores—Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material misstaterent,
we will perform tests of SanGIS’s compliance with the provisions of applicable laws and regulations, contracts,
agreements, and grants. 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.

Audit Administration, Fees, and Other
We understand that your employees will prepare all cash or other confirmations we request and will locate any
documents selected by us for testing,

We expect to begin our audit on approximately December 1, 2008 and to issue our reports no later than February
24, 2009. Our fee for these services will be at our standard hourly rates plus out-of-pocket costs except that we
agree that our gross fee, including expenses will not exceed $5,500. Our standard hously rates vary according to
the degree of responsibility invelved and the experience level of the personnel assigned to your audit. Qur
invoices for these fees will be rendered each month as work progresses and are payable on presentaiion. if we
elect to terminate our services for nonpayment, our engagement will be deemed to have been completed upon
written notification of termination, even if we have not completed our report. You will be obligated to compensate
us for all time expended and to reimburse us for all out-of-pocket costs through the date of termination. The above
fee is based on anticipated cooperation from your personnel and the assumption that unexpected circumstances

will not be encountered during the audit. If significant additional time is necessary, we will dlscuss it with you

and arrive at a new fee estimate before we incur the additional costs.




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 2006 peer review report accompanies this letter,

We appreciate the opportunity to be of service to SanGIS and believe this letter accurately summarizes the

significant terms of our engagement. If you have any questions, please let us know. If you agree with the terms of
our engagement as described in this letter, please sign the enclosed copy and return it to us.

Very traly yours,

S -l —

James V., Godsey
Parmer
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RESPONSE:
This letter correctly sets forth the understanding of SanGIS Management Committee.

By: @ M\
Title:_Lovaky. QIS MW
Date: // oe?sw

By:
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