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TRANSMITTAL LETTER




Business Advisors and Consultants

Tune 28, 2006

WORKFORCE West Virginia

4301 A - FAM Administration

Room 618 '

112 California Avenue

Charleston, West Virginia 25305-0112

We are pleased to submit our proposal to serve as independent Certified Public Accountants to
perform the dnnual audit of the financial staternents of WORKFORCE West Virginia for the year
ending June 30, 2006. Suttle & Stalnaker, PLLC welcomes this epportunity to serve you. We are
particularly well suited to serve you since owr sxperience is especially strong in working with
West Virginia State government and governmentally funded organizations.

The team which we have assembled to serve WORKFORCE West Virginia has a long-standing
relationship with various State and local government organizations which means thal we know
and understand the difficult issues and how to address them, Our primary team mernbers have
extensive technical knowledge of and experience with Federal and State granis and will be
available at your request. Your engagement member will he Chris Dewesse, He bas been
engagernent member for audits of West Virginia Bureau of Pmployment Programs, West
Virginia Dopartment of Transportation, and numerous other governmental organizations.

We will serve WORKFORCE West Virginia in a dedicated masner and you will be a top priority
client of our office. We would appreciate the opporiuaity fo meet personally to further discuss
this written proposal, We possess all of the technical and professional qualifications to serve
WORKFORCE West Virginia in the most effective manner. Please feet free to contact Horace
Emery or Chris Deweese in respect o any questions you may have conceming tiis proposal. This
proposal is a firm and irrevocable offer for ninety {90} days.

Very trily yours,

Nttt & Sbsbradon Pric

The Virginia Otnter « 31t Viegink Stront, Bast + Sulte B0 « Chasbiston, West Vigginke 25301
_ Phana E$_|ﬂd}-&ei3-11'i’26m T-{BO0LFEE-I500 » Fan {3343-3004 « Bonail cpa@iuuitiespay com
Memritiers of Amterican Dnstituiion of Ceetified Publis Accounlanls » Private Sonspmeiis Proctice Sectivn o Wast Virnginia Sacety of Certified Public Azconiinty

yartea - A Profussional Lhnled Liabehiry O
PRF North American Netwark 7 i.-aww.sumecpa,a.c;i e
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MANDATORY REQUIREMENTS




35.a INDEPENDENCE AND CONFLICTS OR INTEREST

All professional personnel mmst be fawiliar with and adhere to the independence rules,
regulations, interpretations, and rulings of the AICPA, the State of West Virginia Board of
Accountancy, the West Virginia Society of CPAg, the United States General Accounting Office,
State statutes, and regulatory agencies under which we practice. In this regard, suy transaction,
event, or circumstance that would impair the Firm’s independence on compilation, review, audit,
forecast, projection, or attestation engagements is prohibited.

Switle & Stalnaker, PLLC is independent of the WORKFORCE West Virginia, and related
systems, the State of West Virginisa, and any other component units of the State of West Virginia
as defined by anditing standards generally sccepted in the United States of America and
Government Anditing Standards, ssued by the Comptroller General of the Unjted States, United
States General Accounting Office.

Suttte & Stalnaker, PLIC has no relationship with any known major vendors or contractors 1o
WORKFORCE WV and related systerns. In addition, Suttle & Stalnaker, PLLC agrees to give
WORKFORCE WV written notice of any professionat relationships entered into during the
period of this agreement with any major contractors as defined in West Virginia code §29-22-23,

We affizn to the best of our knowledge and belief that neither the firm, nor any of its members,
employees, or subcontractors presently have any interest and shall not acquirs any interest, direct
or indirect which would conflict o compromise in any manner or degree with the performance of
s services hereunder. We further covenant that during the period of the contract, we shall
periodically inquire of our members, employees and sny subcontractors, concerning such
interests. Any such interests discovered shall be promptiy presented in detail to WORKFORCE
WV,

350 LICENSE TO PRACTICE IN WEST VIRGINIA

Suitte & Stalnaker, PLLC and all assigned key professional staff are properly lcensed by the
West Virginia Board of Accountancy to practive i West Virginia, We are in good standing with
both the Workers' Compensation Division and the Unemployment Conpensalion Divigsion as
requited by faw. Please see the No Debt Affidavit at the last page of the Request for Quotation
included as part of this proposal. '

In addition, all assigned personnel have received adequate continuing professional education
within the preceding two years to comply with AICPA and Government Auditing Standards
(GAS). Suttle & Stalnaker, PLLC is 2 member in good standing with the American Institute of
Certified Public Accountants (ATCPA)Y, the AICPA’s Private Companies Practice Section, and
the West Virginia Society of Certified Public Accountants (CPAs). All members proposed to
serve on this engagement are members of the AICPA.

Suttle & Stalnaker, PLLC meets all requirements imposed by the State of West Virginia and
other local faws, rules and regulations, and are registered vesident vendors authorized to transact
busingss with the State of West Virginia.



3.5.c QUALITY CONTROL

Suttle & Stalnaker, PLLC is a member in good standing of PKF/Polaris International and of the

 Private Companies Practice Section of the American Institute of Certified Public Accountants
and as such is required to provide a minimum of 4¢ hours of continuing professional edueation
for each professional on staff, have a complete quality control systems in place which
encompasses all five of the quality control elements established by the AKCPA, and have & peer
review at least cvery three years, The following is 2 brief summary of our policies as they relate
to each quality control element.

Indepencence, Iuegrity and Objectivity - Al personnel must maintain independence i ali
required circumstances, perform all professional responsibilities with integrity, and muintain
obiectivity in discharging professional responsibilities. All professional personnel must be
famitiar with and adbere to the independence mles, regulations, interpretations, and rulings of the
AICPA, the State of West Virginia Board of Accountancy, the West Virginda Society of CPAs,
the United States Cieneral Accounting Office, State statutes, and regulatory agencies under which
we practice. In this regard, any transaction, event, or circumstance that would impalr the Firm’s
independence on compilation, review, audit, forecast, projection, or attestation engagerments 14
prohibited.

Porsonnel Moanagemens - Persomnel Management encomppasses hiring, assigning personnet fo
engagements, professional development, and advancerent activitics. Accordingly, policies and
procedures have been cstablished to provide the firm with reasonable assurance that-

» Those hired possess the appropriate chasacteristics to enable them to perform competently,
Professionat staff must normally have an accounting degree and 2 grade point average of at
feast 3.0 on a 4.0 scale.

e Work is assigned to personmel having the degree of technical training and proficiency
reguired in the circtimstances,

o Personnel participate in general and industry-specific continuing professional education and
other professional development activities that enable them 1o fulfilf responsibilities assigned,
All professionai personnel must comply with the continuing professional education
requirements of the AICPA, the West Virginia State Bourd of Accountauey, and the ULS.
General Accounting Office. Specifically, all professionals must obtain a minimum of 46
ours of continuing professional education per year. For persons involved in governmental
auditing, at least 24 hours in any two-year period must be directly related to governmental
accounting and auditing, Al professional stafi must maintain an adequate awareness and
understanding of current developtnents in techrical literature, and al! professional staff must
assist in the training and development of staff members under their supervision.

s Personnel selected for advancement wust have the guatifications necessary for fulfillment of
the responsibilities they will be call on to assume. These determinations are made based on
periodic, objective evaluations of individual parformances.



Engagement Performance - Engagement Performance sncompasses all phases of the design and
axecution of the engagement. Our policies and provcedures cover planning, performing,
supervising, reviewing, documenting, snd communicating the resuits of each engagement. Our
Firm recognizes the need for a constant exchange of ideas and opinions about techaical issues on
all professional engagements, and it is oux policy that all professional personnel geek consultation
whenever they arc uncertain about the angwer to & technical question, the apphcation of a
professional procedure or standard, the application of 2 rule, regulation or procedure of & tax of
other regulating agency, or the application of a Firm policy.

Aceeptence and Continuance of Clients and Engagements - [t is the policy of our Firm that on all
compilation, review, audit, forecast, projection, and attestation engagements, the acceptability of
the chient be evaluated o assess the Firm’s sbilities to perform the services and the risks
associated with providing the services before the Firm agrees to provide professional services.

Monitoring - 1t 18 the policy of our Firm that our guality control system be monitored on an
onpoing basis to deterraine whether the Firm complies with its stated quality contro} policies and
procedures.

The specific procedurss utilized to ensure compliance with the above policies are ennmerated in
otr format Quality Control Document, which s included as an appendix.

A review of the Firm’s systern of quality control was performed in 2005, in accordance with the
AICPA’s peer review program This review included & review of selected governmentat

engagements. An anqualified opinion with no lefter of conments was received as @ resyit of
this review. A copy of that report follows our Quality Controf Document.

The Fimm also has periodically had its workpapers andfor reports reviewed by federal and state
agencies. The desk andfor fleld audits have uncovered no significant issues, and we have often
been complemented by the reviewer on the quality of our work.
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OTHER CERTIFICATIONS AND WARRANTIES

3.4.1 Conflicts of Interest .

As & conseauence of Suttie & Stalnaker, PLLC’s strict policies regarding independence, it has no
engagements that can or will in any way cause & conflict of interest, as set forth in West Virginia
Code §29-22-23, with our proposed engagement for WORKFORCE WV,

3.4.2. Prohibifion Against Gratuitios

Suttle & Stalnaker, PLLC has employed no company or person to assist with our services to
WORKFORCE WV other than bona fide employees. Fusther, we have not paid or agreed to pay
afly compahy of person any fee, comumission, percentage, brokerage fee, gifts or any other
consideration contingent upon or resulting from the award of the contract with WORKFORCE
WY,

3.4.3 Certifications Related to Lobbying

No federal appropriated funds have been paid or will be paid, by or on behalf of Surtle &
Stalnaker, PLLC or their employees, to any person for purposes of influencing or attempting to
influence an officer or employee of any federal agency, » Member of Congress, an officer or
employee of Congress, or an employes of a Member of Congress in connection with the
awarding of any federal contract, the making of any federal geant, the making of any federat loan,
the emtering into of any cooperative agresment, and the extension, continuation, renewal,
amendrment or modification of any federal contract, grant, loan, or cooperative agreement.

3.4.4 Vendor Relationshkip

The relationship of Suttie & Stainaker, PLLC to the State will be that of an independent
contractor and no principal-agent relationship or employer-employes relationship is contemplated
of created by the partics to this contract. Suttle & Stalnaker, PLLC 2s 20 independent contractor
is solely liable for the acts and omissions of He employees and agents.

Suttie & Stalnaker, PLLC i responsible for selecting, supervising, and compensating any and all
individuals employed pursuant to the terms of this RFQ and resulting contract. Neither Sutile &
Stalnaker, PLLC nor any employees or contractors of Suttie & Stainaker, PLLC shall be deemed
to be amployees of the State for any purposes whatsoever.

Suttle & Stalnaker, PLLC s exclusively responsible for the payment to his/her employees and
contractors of alfl wages and salaries, taxes, withholding payments, penaities, fees, fringe
benefits, professional Hability insurance premiums, confributions to insurance and pension ox
other deferred compensation plans, including but not Hmited to Workers’ Compensation and
Social Security obligations, and leensing fees, ete. and the filing of all necessary docurments,
forms and returns pertinent to all of the foregoing,



it

Suttle & Stalnaker, PLLC will hold harmless the State, and will provide the State and
WORKFORCE West Virginia with a defense against any and afl claims including but not Himited
1o the foregoing payments, withholdings, contributions, taxes, social security faxes and employer
income tax refurns.

Suttle & Stalnaker, PLLC will not assign, convey, transfer or delegate any of its responsibilitics
and obligations under this contract to any person, corporation, partnership, association or entity
without expressed writlen consent of WORKFORCE West Virginia,

3.4.5 Indemnification

. Suttle & Stlnaker, PLLC agrees to indemnify, defend and hold harmless the State of West
Vitginia, WORKPORCE WV, its officers, and employees from and agajnst:

(A)  Any claims or losses for services rendered by any subconttactor, pirson of firm
performing or supplying services, materials or supplies in conntetion with the
performance of the contract,

(B}  Any claims or Iosses resuiting to any person or entity injured or damaged by Suttle &
Statnaker, PLLC, their officers or eraployees by the publication, translation, reproduction,
detivery, performance, use or disposition of any data used under the contract ih & mannes
nat anthorized by the contract, or by federal oy state sfatutes or regulations;

(Y Any failure of Suttle & Stalpaker, PLLC, their officers or sruployees to observe state and
federal laws, including but not limited to labor and minimum wage laws,

3.4.6 Contract Provisions

After the successful Vendor is selected, a formal contract document will be executed between the
State and the Vendor. In addition, the RFQ and the Vendor's response will be included ag part of
the contract by reference. The order of precedence s the confract, the RFQ, and the Vendor’s
{uote in regponse fo the RFQ.

3.4.7 & 3.4.8 Compliance with Governing Laws and Repulations

Suttle & Stalnaker, PLLC abide with afl laws, regulations, and ordinances of the United Siates.

Suttle & Stalnaker, PLLC is licensed to do business in thig state. It also complies with the Civil
Rights Act of 1964 and al! other applicable fideral, state and loval government regulations.

3.4.9 - 3.4.16 Vartous General Terms and Conditions

Suttle & Stalnaker, PLLC will abide by and comply with these items as presented in the RFQ,
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Bresk and Bield Reviews

Engagements performed by Suttle & Stalnaker, PLLC have been subjected to several federal desk
and field reviews over the past three years. No significant issues were raised as & result of any of
these reviews,

Proposer’s Warranty and Guarantec

Suttte & Stalnaker, PLLC warranis that it will not delegate or subcontract its responsibilities
under this agreement without the express prior written permission of WORKFORCE WV.

Suttle & Stainaker, PLLC further warrants that all information provided by it, in connection with
this proposal, s true and accurate.

Sutile & Stalnaker, PLLC certifies it can and will provide and make available, at & minimum, ail
services set forth herein.
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Section 1 - FIRM QUALIFICATIONS AND EXPERIENCE

Suttle & Stalnaker, PLLC, Certified Public Accountants, is located at The Virginia Center, Suite
100, 1411 Virginia Street Bast, Charleston, West Virginia 25301, The Firm currently consists of
the following full-time personnel of which 15 are certified public accountants: members - 6,
managers, seniors and staff accountants - 17, support staff - 6. Suitle & Stalnaker, PLLC has 10
personne] dedicated to governmental auditing, Various merabexs and employees of the Finm are
members of the American Institute of Centified Public Accountants, the West Virginia Soclety of
Certified Public Accountants, Government Finance Officers’ Assoctation, and other professional
organizations.

We are experienced i and perform a full range of activities. Our professionals are organized
accurding to their functional discipline: accounting and auditing, tex and tax consulting, and
management consulting. We consider ourselves business advisors who not only soive problems
bat also prevent them.

STATE OF WEST VIRGINIA AND BUREAU OF EMPLOYMENT PROGRAMS

Suttle & Stalnaker, PLLC has andited WORKFORCE WV’s, including the Workers
Compensation Division’s, financial staterments for the last six years. In addition, Sutile &
Sralnaker, PLLC has 2 long history of serving the State of West Virginia and WORKFORCE
WV, having served virtually every major division and departiment in some capacity, inchuding
participating as a joint venluret/subcontractor fn gvery Single Audit of the State of West Virginia,
As part of the Single Audit, Suitle & Stalnaker, PLLC personnel have audited the major
programs of WORKFORCE WV, including Unemployment Insurance, ITPA, Wi, and
Employment Services. Suitle & Stalnaker, PLLC has performed the financial audit for
WORKFORCE WV and WORKFORCE WV’s component unit, the West Virginia Workers’
Compensation Division for the last six years.

Other engagements with the State of West Virginia have included auditing compenent UGS,
divisions or programs to be incorporated into the State of West Virginia's Comprehensive
Annual PFinancial Reports, These engagements include the West Virginia Department of
‘Transportation, West Virginia Division of Highways, West Virginia Public Employees Ingurance
Agency, West Virginia Lottery and the West Virginia Water Pollution Control Revolving Loan
Fund. These engagements demonstrate our ability to meet the time parameters required by the
Department of Administration’s Financial and Reporting Section, as well as our ability 1o
effectively and efficiently complete audits in fhe complex State environment.
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GPOA CERTIFICATE OF EXCELLENCE EXPERIENCE

Only a few entities in West Virginta have applied for and obtained o GFOA Certificate. of
Exccllence in Financial Reporting. Our current chents, the West Virginia Division of Highways
and the West Virginia Dublic Employee’s Instrance Agency and our former client,
WORKFORCE West Virginia obtained the GFOA Certificate of Excellence. In addition, the
State of West Virginia, our client through joint ventures with Ernst & Young, LLP and Deloite &
Touche, LLP, obtained the GFOA Certificate of Excellonce. As stated in the Suttle & Stalnalker,
PLLC mission statement, we are continually striving to “provide world class professional
services fo quality elients by utilizing 4 team of dynamic individuals and advanced technology to
achieve sucoess for our clients and ourselves” If WORKFORCE WV wishes to pursue a GFOA
Certificate of Excellence in Financial Reporting, we will be pleased to assist.

PEKF NORTH AMERICAN NETWORK

Suttle & Stalnaker, PLLC is a member of PKF North American Network, (PRY). PEF is 4
national and international association of independent certified public accounting firms, which
provides its members with centinuing professional education, quality control, techrdcal support
and rmarketing services,

Membership in PKF allows us to significantly broaden our Fine’s representation and provides the
techrical support that is so crjtical in oty ever-changing and expanding profession. With over 200
member firms throngnout the United States, Canada, Mexico, Puerto Rico, the United Kingdom,
Burope and the Far East, PEF offers a network of experience and expertise covering @ wide range of
industries and chient services on a regional, national and infernational basis.

PKF Notth American Network (PKF) is an association of CPA firms dedicated to high standards
of practice, and admission is by invitation oply. Member firms must comply with a number of
rigorous membership requirements, including & perlodic “peer review™ in which other CPAs
ingpect 2 sample of the Finm’s working papers and evaluate its aquality controls. The Association
provides a national and international network from which the firms can draw upon for additional
expexience, consultation and personnel, PKCF strengthens the practices of its member firme in a
variety of ways:

« increased representation throughout the world

« access lo specialized knowledge end expertise throughout the PKF North American
Network of firms

superior profassional education

marketing and practice development support

& tibrary of high-guality techoical materials

2 network of international public accounting firms, (hrough affiliation with PKF
Internationa), o meet thelr international needs

* & B &
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PKE North American Network and PKR Internationat as of December 1, 2003

PKE North American Network PEF Intewnational  Combined

Number of Firms 92 160 252
“{GIHS}%)E Fees (in millions, £504 $662 $1,256
Numher of Partners 845 : 120 1,565
Number of Staff 4,784 6,300 11,284
Namber of Coundries 3 117 120

PIF North American Network Membership as of December 1, 2005

Number of Firms with One Office: 48
Nurpber of Firms with Multipte Offices: 44

. Largest Firm Revenue: $26,800,000
Smatiest Fim Revenie; $331,060
Average Firm Revenue: $6,384,300
Locations: . 167
Number of States: 39
Number of Canadian Provinces: 6
Number of Mexican Provinces: 32

PKE North Arerican Network is an association of independently owned accounting and
consulting frrs with offices throughout the world. Organized around regional networks, the
putpose of the association is to improve the profitabitity of its member firms while helping them
maintain Jocal ownership,

OUR GOVERNMENT AND NONPROFIT PRACTICE

Suttte & Stalnaker, PLLC has specialized in governmental and nonprofit agency auditing and
accounting for over 30 years. This sepment currently niakes up the Targest industry concentration
of our audit practice, with our professional staff spending well over 12,000 hours per year on
andits of governmental and nonprofit entities and programs. Bvery member of our gudit staff hag
both training and experience in governmental and nonprofit accounting and auditing,
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The State of West Virginia and its departments, divisions, and component unity are the
cornerstone of our government practice. Through & joint venture, we participate o the audit of
the State of West Virginia’s financia} staterents, and perform extensive work related to the
requiremients of the Single Audit Act and Office of Management and Budget's Cireular A-133.
As part of the joint venture, we were also heavily invalved in spuacial work for the former Board
of Investments with repard to the consolidated investment fund, In additional, Suttle & Stalnaker,
PLLC personnel provided assistance with the State’s GAAP conversion project and initial
Cotnprehensive Annual Financial Report. Our Fiom has served numerous other povernmmentatly
and nonprofit funded clients and similar entities requiring audits in accordance with Government
Auditing Standards, developivg a strong reputation for providing quality services in the Weat
Yirginia market. This preeminence in governraental and nonprofit services is not the result of
casual experience acquired through an on-going accounting practice, Rather, it resuls from the
commitment of cur Firm to the highest standards of service in the governmental and nonprofit
secior.

EXTERNAL REVIEWS OF BIRM WORK

Our Figm's most recent peer review of our systemn of quality conirol performed by an
independent CPA Firm in accordance with standards established by the American Iostitute of
Certified Public Accountants was completed in 2005, and we received an unqualified opinton
wifh no letter of comments. In accordance with peer review standards, the peer review included
¢ review of selected specific governmental engagements. A copy of that xeport is included in this
proposal,

LITIGATION

The Firm has never had any litigation against it, and there is no pending litigation involving the
Firm with any state regulatory bodies or professional organizations.

ACCOUNTING AND AUDITING

We have a strong reputation as auditors and bustness consultants to small and wmiddle miarket
companies, assisting in the analysis of business opportunities and threats, operations
improvement, profit management, and design and installation of compuier accounting and
statistical systems. We are especialty well known and respected for our sxperience and gxpertise
in governmenial and nouprofit entities, programs and activities, including Federal financial
agsistance programs, and cost alfocation plans. .

Qur professionals are skilled in the unique financial reporting, accounting and auditing, and fax
concerns of our chients as well as assisting them in such specialized projects as business
financing, and operalional analyss and improvement.
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SPECIPIC CLIENTS SERVED

The following list illustrates Suttie & Stalnaker, PLLC's experience and diversity in serving
governmental cliems and similar entities:

& & = T & @ 3 % B

West Virginia Bureau of Employment Programs
West Virginia Workers’ Compensation Divigion
Single Andit of State of West Virginia, including the foliowing:
» Bureau of Employment Programs
s Unemployment Insurance Programs
+  Employment Services
s JTPA Programs
¢ WIA Programs
e West Virginia Development Office
¢ Community Development Block Grant Program
o Department of Health and Human Resources
Temporary Assistance for Needy Families
Social Services Block Grant '
Low Income Housing and Bmergeney Assistance
Women's, Infant’s and Children’s
Foster Care - Title IV
Child Care Development Fund
Substance Abuse
Child Support Enforcement
Medicaid
Food Stamp Cluster
«  Department of Education
¢ Child Nutrition Clustes
« Office of Special Education
s Vocational Education
¢ Title I - Grants to Local Education Agencies
¢ Division of Environmental Protection
o  Office of Abandoned Mine Lands
o Office of Surface Mining
o Capitatization Grants for State Revolving Loan Funds
Division of Workers® Cotnpensation - Employer Field Audits
West Virginia Department of Transportation
West Virginia Division of Highways
West Virginia Lottery - Drawing Auditors
West Virginia Lottery - Consultant regarding review of Video Lottery Licensees
West Virginia Lottery - Financial Statements Audit
Minnesota Lotlery
Twelve County Boards of Bducation - Single Audit
Agreed-upon pracedures regarding West Virginia Consolidated Invcszment Fund for Bourd of
Iyvestinents
West Virginia PEIA

a B & & B & & & B BH



West Virginia University

Marshall University

Fairmont State College

West Virginia State College

BCKP Regional ntergovernmental Council - Single Awdit

19
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Section If - PERSONNEL QUALIFICATIONS AND EXPERIENCE

We firmly believe that the true quality of service can be linked directly to competent people
dedicated to excellence, The professionals selected fo serve WORKFORCE WV all have
extensive governmenial experience and prior Bureau gxperience. We will provide for an
organizational structure that ensures ongoing and knowledgeable supervision by management
already famitiar with WORKFORCE WV to ensure maximum efficieney.

The following individuals wifl have responsibility o ensure that oar SErvices meet your
requirements, Resumes and continuing professional education records are included on the
following pages.

Horace Emery, CPA

Herace Bmery, Member, brings extensive governmental expérience to this engagement with over
25 years of service lo the government and governmentally funded entities. We are certain that
this experience will be of great benefit to WORKFORCE WV i achieving the goals and beheflts
of this engagement, Horace will ensure that the services and deliverables to WORKPORCE WV
meet the Firing high standards, Following is the specific information requested:

Nueme: Horace Emery, CFA

Address: Suttle & Statnaker, PLLC
The Virginia Center, Suite 100
1441 Virginia Street East
Charleston, West Virginda 25301

Talephone:  (304) 720-3103

Fax: {304} 3438008

ernail: herneryd@sutiiecpas.com

Chris Deweese, CTA

Chuis Deweese will continue lo serve as Bngagement Member. He will be responsible for the
direct supervision of the engagement, inchuding enswring that all professional standards are mel.
He will act as a ditect Haison between Suttle & Stalnakey, PLLC and your personnel during the
engagement and throughout the year. He has served as Suttle & Stainaker, PLLC member
responsible for ensuring the execution of the finatcial sudit of WORKFORCE WV and of Suttls
& Stalnaker’s portions of the State of West Virginia’s Single Audit, including West Virginia
Burean of Employment Programs, participating in planning, entrance and axil conferences,
addressing issues, and review of workpapers and findings, He has also served as engagernent
member for the audit of the West Virginia Department of Transportation. He has over 11 years
experience in govermmental entities and programs. Chris served on the State of West Virginia
GASB 34 implementation task force in both the fund fnancial statement committes and the
infrastruclure commitiee,
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Kelly Shafer

Kelly Shafer, Staff Accountant, will be on site during the course of the audit of WORKEFORCE
WV, executing the audit plan. She has also had experience with suditing the major federal
awards programs for WORKFORCE WV of Employment Programs ang has worked on the
financial audit of WORKFORCE WV over the Jast two years.

Thomas 1. Tunicwies, Wolf & Company, B.C,

Tom Tuniewicz, Sugervisor in Wolf & Company, P.C.'3 IT Assurance Croup will be respongible
for the EDP intarnal control review. Tom bas performed the EDP internal control reviews for the
past two years” audits of the West Virginia Department of Transportation and West Virginia
Division of Highways. Tom has extensive oxperience with inforrmation systerns and is a Certified
Quality Engineer through the American Society for Quality,

Kevin Jones. MCSH

Kevin Jones, Computer Specialist, has over nine years experience in computer consuiting,
including assisting with vaviotis BDP reluted procedures. He will be available to assist in the EDP
internal control review of to assist with computer assisted audit procedures,

ADDITIONAL STAFEF

Additional staff will be assigned as necessary. Any professional staff will have at least a college
degree from an accredited four-year college and be a true employves with at least one year’s
auditing experience. Suttle & Stalnaker, PLLC continually strives to hire the best personnel
available to serve our clients. As outlined in the Quallty Control Section of this proposal, we are
cormitted to this effort in order to provide our clients with the high quality service they deserve.
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ABILITY TO MAINTAIN QUALITY OF STAFR

In preparing and planning for the future success of Suttle & Qtalnaker, PLLC and in an effort to
provide our clients with the highest quality professional services, Suttle & Stainaker, PLLC has -
inplemented the EXCELg progeam. The BXCELy program allows each individual the flexibility
to establish personal work commitments, continuing education goals, and caveer goals while
ensuring that our commitments fo our clients are met This flexibility in today’s work
environment has baen an instant suceess in helping to ateract dynarnic career oriented personnel
dedicated o achieving success for our chents. The direct results of this program for Suitle &
Stalnaker, PLLC have been a significantly fower turnover thar other firms in public accounting,
This results in an increased ability to assign a core group of the same individuals to recumming
engagements, thus fmproving client service, and audit effectiveness. However, over the course of
the engagement, there may well be a need to change staff assigned to the engagement. We
batieve our hiring, promotion, and personnel assighment policies and practices will ensure the
quatity of staff assigned to the engagernent. If any supervisory staff or spectalists need to be
changed during the engagement, we will provide the Deputy Conmnissioner of Administration for
WORKFORCE WV a resume simifor to the ones included in this proposal, (o ensure that
WORKFORCE WV agrees that the new person is suitable for the engagement based on their
qualifications, experience and performance.
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HORACE W. EMERY, CPA
Member

Firm Responsibilities

Horete Bmery is an audit partner whose responsibilities inchude providing technical assistance on
all accounting and audit engagements, serving on the finn administration commitiee, and
rpanaging the Firm's continuing professional education program.

te has had over 28 vears of diversified experience in public accounting with the firms of Suttie
& Stalnaker, PLLC and Peat, Marwick, Main & Co. His extensive experience includes audits of
nonprofit, governmental and healtheare entities as well as andits of retail wholesale, and
manufacturing companies; reviews of accounting systems; and reviews of internal controls,

He has served as the engagement partner o independent partner during the past several yeurs for
numerous clients, including the following:

. West Virginia Bureau of Employment Programs

- West Virginia Workers® Compensation Division

- Woest Virginia PEIA - Financial and Complisnce Audit

- West Virginia PELA - Plan Document Compliance Review

< West Virginia Division of Highways

- West Virginia Department of Transportation

- West Virginia Lottery

- Minnesot Lottery

- Wesl Visginia Water Pollution Control Revolving Fund - Enterprise Fund
- State of West Virginia - Single Audit

- Appalachian Community Health Center, Inc.

- Kanawha Hospice

. West Virginia Department of Education - Agreed-upon Procedures
. State of West Virginda - Internal control project for the Stute Treasurer’s Office
- Boone County Board of Education - Single Audit

. Putnam County Board of Education - Single Audit

- Kanawha County Board of Bducation - Single Audit

- Pendleton County Board of Bducation - Single Audit

« Tyler County Boavd of Education - Single Audi(

- Gilmer County Board of Education - Single Audit

- Doddridge County Board of Education - Single Audit

- Roune County Board of Education - Single Andit

- BCKP Regional intergovernmental Couneil
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HORACE W, EMERY (Continued}

Education

Harace graduated from West Virginds University with a master’s of business administration
degree with an emphasis in accounting, and from Oberlin College with a Bachelor of Axts
degres. He is a certificd public accountant having received certificate numbesr 1144 from the
State of West Virgima.

Professional Activities

He is 2 member of the American Institute of Certified Public Accountants, West Virginia Society
of Certified Public Accountants, and the Government Finance Officers Association. He currently
serves on the Peer Review Commitiee of the West Virginia Society of Certified Public
Accountants, and is & past Chair of the West Virginds Society of Certified Public Accountents
Peer Review Committee and the Committee on Cotperation with State and Local Governments,
He also was a past president of the Charleston, West Virginla Chapter of the EDP Auditors
Association. He has planned local office professional development training programs for several
years and has instructed several technical seminars, Horace also served on (he State of West
Vivginia GASE 34 bmplementation task force on both the entity wide financial statement
committes and the oversighi commiltee,
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CHRIS DEWEESE, CPA
Member

Firrn Responsibilities

Chris is 2 member, and ks responsible for helping develop and carryout the engagement plans for
specific clients. These responsibilities include, but are not limited to, the development of the
audit plan and audit program, communication with client during the course of the fickdwork,
direct supervision of the sudit staff and completion of the final audit report.

BExperience

Chris has over 11 years of experience in public accounting during which time he has specialized
in serving governmental entities. He has served as an auditor for the following clients:

«  West Virginia Bureau of Employment Programs

- Biueficld State College

- Conmeord University

- Southern West Virginia Comyunity & Technical College

- West Virginia School of Osteopathic Medicine

- BCKP, Regional Interpovernmental Council

- West Virginia Department of Transportation

- Waest Virginia Division of Highways

- Woest Virginia Public Employess’ Insurance Agency

- Sixteen Public Defender Corporation, Authority

« State of West Virginia, Single Audit, including the following:
West Virginia Bureau of Employment Programs
West Virginia Department of Education
West Virgima Department of Environmental Protection
West Virginia Department of Health and Fluman Resources
West Virginia Development Office
West Virginia Division of Rehabilitative Services
West Virginia University
Magshall University

- West Virginia Depactment of Health and Human Resources, Office of Audits, Research,

and Analysis - Agreed Upon Procedures
- Thirteen County Boards of Education - Single Audits
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CHRIS DEWEESE, (Continuned) :

Education

Chris gracuated with 2 Bachelor’s degres with a major in accounting from the University of
Charleston. He is a certified public accountant having received certificate pumber 3961 from the
State of West Virginia. '

rofeasional Activities

Chris is & member of the American Jostitute of Certified Public Acconntants, West Virginia
Society of Certified Public Accountants, the Government Finance Officers Assoctation, the
Assoclation of School Business Officials, and the Charleston Chapter of the West Virginia
Soctety of Certified Public Accountants, He curently serves on the Government lInterest
Committes of the West Virginia Society of Certified Public Acconntants and Is the President of
the Board of Directors of the Charleston Chapter of the West Virginia Society of Certificd Public
Accountants. In addition, he currently serves on the Accounting Procedures Commiltee of the
Association of School Business Officials, the Special Review Commitiee of the Government
Finance Officers Association for the GFOA Certificate of Excellence i Financial Reporting and
is an associate member of the Association of Certified Fraud Examiners. Chris was the 2004
recipient of the Young CPA of the Year Award from the West Virginia Society of Certified
Pubiic Accountaots.
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KELLY SHAFER

Firm Resnonsibilities

Kelly Shafer is a stafl accountant who works primarily in the audit and accounting areas of Suttle
& Stalnaker, PLLC. Her responsibilities include, but are not limited to, sarrying out audit plans,
communication with clients during the conrse of the fickdwork, completion of final audit reports,

Esxpenience

Kelly has approximately two years of expexience during which time she has worked on several
audit engagements that are similar to the client being proposed o

~ West Virginia Bureau of Employment Programs

. State of West Virginia, Single Audit, including the following departroents:
West Virginia Burean of Bmployment Programs
Workforce [nvestment Act
West Virginia Department of Health and Human Resources

- Boone County Board of Education - Single Andit

. Roane County Board of Education - Single Audit

- Gilmer County Board of Bducation - Single Audit

- Tyler County Bourd of Hducation - Single Audit

- Southern West Virginia Community & Technical College

- Bluefield State Coliege

«  Coneord University

- West Virginia School of Osteopathic Medicine

Education
Kelly graduated from West Virginia University with a bachelor of science degree in accounting

and a masters of professional sccountancy. She is eligible to sit for the certified public
accountants Sxgrm,

Professional Activities

Kelly is & member of the West Virginia Society of Certified Public Accountants and the
Charleston Chapter of the West Virginia Soclety of Certified Public Accountants, '
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THOMAS J, TUNIEWICZ, Wolf & Company, P.C.

Responsibilities

Torm i¢ a supervisor in Weolf & Company, P.C.°s IT Assurance Group. Mr. Tuniewicz provides
gysterns pianning and review, institution disaster recovery olan facilitation and testing, training,
databage design review, security reviews, and a wide variety of other services. With slilis and
experience in Novell and NT networking, banking, strategic planning, disaster recovery planning,
user and management training and support, auditing, and statistical analysis, Tom {s weil suited
to provide for o wide vatiety of the needs of Wolf clients.

erienoe

Tom has direct experience with the State of West Virginia, having performed the on-site internal
cordrol teviews for the past two years® audits of the West Vixginia Depurtment of Transportation
and West Virginia Division of Highways,

For the past 13 years, Tom has worked tn the Information Technology fietd in the positlons of
Systems Administrator, Information Systems Maenager, and Auditor. He has acted as project
manger for several magor ¥T instatfations including multi-server LANS, fiber-optic backbone
ingtallation, and data systems conversions.

Providing audit and survey work for the B-1B, Peacekesper, SSTS (Space Shuttle Transport
System), and Polaris government programs with Rockwell [nternational Corporation and E G &
G, Tom has 2 wealth of experience in highly technical procedural audit functions. This work i3
also regulatory in natuce, being monitored by the United State Ajr Foree, Department of Defense,
and the Department of Energy.

Education and Professional Activities

Beyond his M.A. from Anna Matia College, Torm has eamed a Graduate Certificate in
Admintstration and Management from Harvard University Extension. e is also a Certified
Quality Engineer through the American Society for Quatity (ASQ) snd 2 member of the
Information Systems Security Association (ISSA) and Information Systems Audit and Control
Association (ISACA). :
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KEVIN JONES, MCSE

Firm Respongibilities

Kevin Jones is Network Administrator for Suttle & Stalpaker, PLLC. His responsibilities incude
supervising and maintaining the fir wide computer network, all systems upgrades, all systems
changes and the supervision of afl hardware and software needs, problems and enhancements.
Kevin algo assists in audit engagements relating to computer system assessinents. He also
provides network administration serviees to several clients of Suttle & Stalnaker, PLLC and
NetTek, Inc.

Experience

Kevin has been with Suttle & Stalnaker, PLLC for over 12 years and previously warked for a
computet consulting company. He has extensive sxpericnce i various computer instatlations.
Kevin has previously provided services to West Virginia Lottery relative to tests of computer
data for the Travel/Keno games, and the West Virginia Public Employee Insurance Agency,
asststing with the execution of computer assisted audit techmigues.

Education
Kevin graduated from Tennessee Temple University with 2 bachelor of science degree in

computer information systems, In May 1999, Kevin received certification a8 & Microsoft
Certified System Engineer.
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SERVICES TO BE PROVIDED

We understand that WORKFORCE West Virginia requives an audit of its financial statements
including supplemental schedules required by the West Virginia Depariment of Administiation,
Financial and Reporting Section (FARS) and the Govemment Accounting Standards Board
(GASB).

We beltieve that planning is the single most importint ingredient in the conduct of a quality audit.
Suttle & Stalpaker, PLLC will be prepared to begin the planning of the engagement within two
weeks after receiving the signed conwract and accordingly, we will schedule the work o a
mutually agrecable time, Following is an outline of our audit plan for WORKFORCE West
Virginia 45 2 guideline for your understanding our process. This plan is flexible innovative and at
the leading edge of technology and will be altered as necessary, ensuring that your needs are met.

Planuing and terms of ¢ngagement

Knowledge of entity snd risk assessment

Identification of transaction types, sources of audit evidence and potential errors
Systeras deseriptions and documeniation

Evaluation of internal controls

Development of overall andit plan

Coordination of client assistance

Design internal control, compliance, and substantive procedures
Perform testing of accounting and admindstrative internal controls
Performn tests of tyansactions

Degign substantive procedures for year-cnd balances

Perform substantive testing of year-end balances

Trial balance and adpstments

Report preparation

Meetings with management to review results of audit

4 & & @ & B & 5 B O B B & %

We understand that WORKEORCE West Virginia requires an audit for the fiscal yoar ended
Tune 30, 2006, of its financial statements prepared on the accrual basis of acconnting. We wilt
audit the halance sheet of WORKFORCE West Virginia as of June 30, 2006 and the related
statements of revenues, expenses, and changes in fand net assets, and cash flows for the year then
ended.
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We will conduct the audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards requite that we plan and perform the audit to oblain reasonable
rather than absolute, assurance ghout whether the financial slatements are free of material
misstatement whether cansed by error, fraudulent financial reporting, or misappropriation of
sssets. Accordingly, a material misstatement, whether caused by error, fraudulent financial
reporting, or misappropriation of assets, may remain undetected. An audit includes examining,
oft & test basis, evidence supporting the amounts and disclosures in the financial statements, As a
result, an audit is not designed to detect errors or fraud that are immaterial to the financial
statements. An audit also includes assessing the accounting principles used and gignificant
estimates made by menagement, as well as evaluating the overall financial statement
presentation, We beliave that our audit will provide & reasonable basis for our report.

WORKFORCE West Virginia’s financial report will include the following:

Goverament-wide Financial Statements
Staternent of Net Assets (Deficit)
Staternent of Activities

Fund Financial Statements

Batance Sheet- Ciovernmental Funds (Includes Reconciliation to the Btatement of Nel
Asgsets {Deficiency)} '

Statement of Revenues, Fxpenditures and Changes in Fund Balance (Deficiency} -
Governmenta! Funds (Includes Reconciliation to the Statement of Activitics)

Balance Sheet - Proprietary Funds

Staternent of Revennes, Bxpenses, and Changes in fund Net Assets - Proprietary Funds

Statement of Cash Flows « Proprietary Funds

MNotes to the Finencial Staterments

In addition to cur report on WORKFPORCE West Virginia’s financial statements, we will afso
issue the following reports or types of reports:

Report on internal controf related to the fingncial statements, T his report will describe
the scope of testing of internal control and the restilt of our tests of internal control.

Report on compliance with laws, regulations, aud the provision of coniracts or grant
agreements. We will report on any noncompliance which could kave a material effect
on the financial statements.

Our report on internat control will include any reportable conditions and material wesknesses in
the system of which we become aware as a result of obtaining an undarstanding of internal
control and pecforming tests of internal control consistent with requirements of the standards
identitied above. Osr report on compliance witl address material errors, fraud; violations of
comphance requiremnents, and other responsibilities imposed by state and federal statutes and
regufations and assumied by contracts; and atwy state or federal grant, entitiement of loan program
questioned costs of which we become aware, consistent with requirements of the stundards
identified ghove.
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If circumstances arise relating to the conditions of your records, the availatility of sufficient,
competent evidential matter, or indications of a significant tisk of material misstatement of the
financial statements because of error, fraudulent financial reporting, misappropriation of assels,
or noncomplisnce which in our professional judgrent prevent us frorn completing the andit or
forming an opimion, we retain the unilateral right to take any course of action permitted by
professional standards, including declining to express an opinion or issue a report, of withdrawal
from the engagemett,

As you know, management is responsible for 1 the preparation of WORKFORCE WV's
financial statements, 2) ostablishing and maintaining effective intemal conteol over fingncial
reporting and safeguarding assets, and for informing us of all significant deficiencies in the
design or operation of such controls of which it has knowledge, 3) properly recording
transactions in the records, 4) identifying and ensuring that Authority comphies with the faws and
regulations applicable to its activities, and for informing us about all known material violations
of such Iaws or regniations, 5) the design and implementation of progratis and controls to
prevent and detect fraud, and for informing us about alf known or suspected fraud affecting the
entity involving managerent, employess who have significant roles in fnternal control and others
where the fraud could have 2 material effect on the financisl staternents, 6) informing us of its
knowledge of any allegations of fraud or suspected fraud affecting the entity recaived in
compaunications from employess, tegulators, or others, 7} making ail financial records and
selated information available to us, 8) for adjusting the financial statements to correct materiat
raisstatenients, and 9) following up and teking correttive action on audit findings, including the
preparation of 2 summary schedule of prior audit findings, and a corrective action plan. At the
conchusion of our audit, we will request certain written representations from management about
the financial staternents and matters related thereto, We will algo require that you affirm to us
that the effects of any uncorrected misstatements aggregated by us during the current engagement
and pertaining to the latest period presented are immateriad, both individually and in the
apgregate, to the financial statements taken as a whole.

WORKFORCE West Virginia is responsible for informing us of its views aboul the risks of
fraud within the entity, and its knowledge of any fraud or suspected fraud affecting the entity, We
will also determine that certain matters related to the conduct of the audit are cormunicated to
WORKFORCE West Virginta inciuding 1) fraud involving senior management and fraud
{whether caused by senior management or other employees) that causes a material misstatement
of the financial statements, 2) illegal acts that come to our attention (unless they are clearky
inconsequential), 3) disagreements with macagement and other serious difficultics encountered
in performing the andit, and 4) various matiers related to the entity's accounting policies and
financial statements.

The working papers for this engagement are the property of Suttle & Stalnaker, PLLC. However,
vou acknowledge and grant your assent that representatives of the cognizant or oversight agency
or their designes, other government andit staffs, and the U.8. Government Accountability Office
shall have access to the audit working papers upon their request; and that we shall maintain the
working papers for a period of at least three years afer the date of the report, or for a longer
period if we are requested to do so by the cognizant o oversight agency. Access to requested
warkpapers will be provided under the supervision of Suttle & Stalnaker, PLLC audit personnet
and at 2 jocation designated by our Firn,
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The two overarching principles of the independence standards of the Govermment duditing
Standards issued by the Comptrofler General of the United States provide that management 15
responsible for the substantive outcomes of the works, and therefore, has a responsibility and 18
able to make any informed judgroent on the results of the services deseribed above. Accordingly,
Authority agrees to the following:

WORKFORCE West Virginia will be accountable and responsible for overseeing the
financizl statement preparation and will approve all proposed adjustiments.

WORKFORCE West Virginia will establish and monitor the performance of the preparation
of financial statements and approval of the adiustments to ensur¢ that they meet
rpanagement's objectives.

WORKFORCE West Virginta will make any decisions that involve management functions
related o the preparation of the financial statements and approval of (he adjustments and
actepts full responsibility for such decisions.

WORKFORCE West Virginia will evaluate the adequacy of services performed and any
findings that result,

During the course of our cngagement, we may accumulate records containing data which shotiid
be reflected fn vour books and records. You will determine that all such data, if necessary, will be
so reflected. Accordingly, you will not expect us to mainigin copies of such records i our
POSLEESION,

The assistance to be supplied by organization personnel, inciuding the preparation of schedules
and analyses of accounts, will be discussed and coordinated with management. Specific
information related to timelines, adjusting journal entries, drzft financial statements and the
simely and accurate completion of this work is an essential condition to o completion of the
atedit and issuance of our sudil report.

Profussional standards and our Fiom policies require that we perform certam additional
procedures whenever our reports are included, or we are pamed as accowntants, audifors, or
"experis” it 4 document used in a public offering of debt securities, Qur report on the financial
stafements is not to be included in an official statement of other document involved with the sale
of debt instruments without our prior consent. Additionally, if you intend to publish or atherwise
reproduce the financial statements andfor make reference to us or our audit, you agree o provide
ng with printer's proofs ¢r master for our review and consent before reproduction andfor release
oeours. You also agree to provide us with a copy of the final reproduced material for our consent
hefore it is distributed or refeased. Qur fees for any additional services that may be required
under our quality assurance systexn as 2 result of the above will be established with you af the
time stich services are determined (o be necessury.

Our aceeplance of this engagement is subject to o satisfactorily completing communication
with and review of the working papers of your previous auditors (accountants). We will notify
you pramptly if we become aware of anything during that communication or review which
resulfs in our not being able to continue this engagement.
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This proposal constitutes the complete and exclusive statement of agreement between Suttie &
Stalnaker, PLLC and WOREFORCE West Virginie, superseding all proposals oral or writien
and all other communication, with respect to the terms of the engagement between the parties.

In addition, we will respond to reasonable inquiries by WORKFORCE West Virgimia or its
auceassor auditors and aflow its successor auditors to review working papers relating to the
matters of contiming sccount significance,

Reporting

Following the completion of the audit of the fiscal vear’s fingncial statements, we will issue our
report on the fair prasentation of the financlal statements in conformity with gensrally accepted
accounting principles. In addition, we will provide an “in-relation-to” report on the supplemental
sehedules to be submitted to the West Virginia Department of Adndrdstration, Financial and
Reporting Section based on the awditing procedures applied during the andit of the general
purpose financial statements.

We will also cornmunicate in 4 letter (0 management any reportable conditions found during the
audit. Reportable conditions invoive matters comring 1o our atiention that involve significant
deficiencies in the design or opération of the internal vontrol struclure that, in our judgment,
could adversely affect the organization’s sbility to record, process, summarize, and report
financial data consistent with the assertions of management in the financial statements,

We will also report at 2 minimm, to WORKPORCE West Virginia Finance/Audit Commities
the following:

The auditor’s responsibility under generally accepted anditing standards

Significant accounting policies

Management judgments, accounting estimates and projections

Sipnificant audit adjustments and significant revisions of past and current estimates
and projections

Other information in documents containing audited financie! statements andfor
estimates and projections

Disagreements with management

Consultation with other accountants and attnaries

Major issues discussed with management prior to retention

Difficulties encountered in performing the audit

U

© oo 1 O

We will be available 1o meet in person with WORKFORCE West Virginie Financo/Audit
Cornmities to preseat and discuss the results of our audit,



4}

Other Considerations

We understand that WORKFORCE West Virginia will send its comprehensive annual financial
report to the Government Finance Officers Association of the United Stafes and Canada for
review in its Certificate of Achievement for Excellence in Financial Reporting program, We will
provide necessary assistance to WOREFORCE West Virginia to meet the requirements of that
program.

We understand that the financial statements of WORKFORCE West Virginia are to be inchaded
2s & component unit of the financial statements of the State of West Virginia. We will also help
prepare the reconciliation formg required by the West Virginia Department of Administration,
Financiai and Reporting Section,

Audit Warkpapers

The workpapers for this engagement are the property of Suttle & Stainaker, PLLC and constitute
contidential information. However, we may be requested to make cerfain workpapers available to
other agencies pursuant to authority given o them by law or regulation. If fequested, access to
such workpapers will be provided under (he supervision of Suttle & Stalnaker, PLLC personnel.
Furthermore, upon tequest, we may provide photocopies of selected workpapers 10 such
agencies, which may Intend, or decide, to distribute the photocapies or infurmation contained
therein to others, including other governmental agencies.

All working papers and reports will be retained, for a minimumn of five {5} years, unless the firm
is notified in writing by WORKFORCE WV or the Division of the need to oxtend the retention
period, We will make working papers avatlable, upon reasonable request, under the supervision
of Suttle & Stalnaker, PLLC personne] to the following parties or their designess:

Deputy Executive Divector of Administration
WORKFORCE West Virpinia

Assistant Divector of FAM Accounting Services
WORKFORCE West Virginia

Birector

Financial Accounting and Reporfing Section
Departraent of Administeation

State of West Virgimia
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SPECIFIC WORKPLAN

Overview of Approach

Our approach to the audit of WORKFORCE WV's financial statements is drbven by three
overriding considerations:

s Public concern and perception regarding the integrity of operationy
s Significance of estirnates
» Extensive use of computer applications in provessing financial and operating information.

Therefore, our approach will place a greater emphasis on review and evahuation of internal
controly, especially relating to computer operations, and on the soundness of the approach to
developing actuarial estimates. These considerations are further explained in the following
overview of our approach, :

Oﬁr audit approach consists of the following segments:

¢ Planning .
o Consideration of the internal control structure, including the extent of computerization and
refated controls, and approach to developing estimates,
Development of the audit plan
Tesling
Qiverall Conclusions and Reporting

The followmyg i 2 sumé_sry of estimated hours by segment, This summary demonstrates our
commitment to quality through high commitrnents of member/partner, manager, and an EDP
andit gpeciatist fime to the engagement,

Heus
Membet/ EBE htanadir!
Setment Partner Specigtiset  Supervisors  Senior Sl Toat
Flanming 4 2 i & 1 32
Consideration of intemal Control 3 3 3 4 4 ril
Review of Computer Controfs 3 G 4 { 4t 13
Brevetopment of Auwdit Pl g {} 4 & b 24
Testing 4 & 14 ‘TS 00 EHG
Overall Conclusions and Reporting 4 i B i 3 payl
Buit Conferencsey 2 B " _—; G .k
Total hour 24 2 L4 408 413 293
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Planning

During the planning phase of the engagement, we will perform the following activities:

e Expand and document onr understanding of WORKFORCE WY’ operaline environment.
This understanding will address both internal and external factors which significantly affect
WORKFORCE WV, and wifl inchude a review of such things ag

Relevant portions of the West Virginis Constitwtion, and stalc statues
Other relovant state statutes

Orpanizational structare of WORKFORCE WV

Long range plans of WORKFORCE WV

Internal operational and financial reports

Key operaling statistics

Significant contractual agreements

Actuarial treads

84 4 2 & b 8 & ¥

o Preliminacy Analvtical Review - Preliminary analytical review is utilized to increase our
understanding of WORKFORCE WV’ uperations and to help faens the audit effort on those
araas which ate most significant or critical to the fair presentation of the financial statements.
Specific anatytical procedures will include year 1o year comparisons, ratio analysis, and rend
analysis.

o Approach to laws. rewnlations. comtracts, and grants - Identifying and ensuring that
WORKFORCE WV complies with laws and regulations is the responsibility of managoment:
Cur procedures will include appropriate inquiries of management to identify laws and
regulations noncomplisce with which could have a direct and material effect on financial
statemnent amounts. We will also review relevant portions of the West Virginia Constitution,
the West Virginia Code, and relevant regulations, a3 well as significant grants and awards,
including Federal awards programs such as Unemployment Instifance, amt Employer
Services programs. We will test the provisions of those laws, regulations, grants and awards
for noncompliance which could have a dircct and materiad effect on financial statement
amotints. We will uge available materials, such as the Office of Management and Budget's
Corapliance Supplement to assist in the determination of provisions to be tested,

s Intepration of the Audit Approach and the Separate Audit of the Workers' Compensalion
Division (Division) - Duding the imitial planning phase of our engagement we propost © have
a co-development meeting with the separate auditors of the Division. During this co-
development meeting, we would discuss the overall engagement to help ensure that
WORKEORCE WV's needs refating to the Division are met in the most effective mannet,
and to minimize the need for two sets of auditors to audit information or systems that apply
i both the Division and WORKFORCE WV. For example, this could include cerlain
procedures related to investments and internal control reviews, including the EDF control
review. For the purposes of ssuing the reporf on WORKFORCE WV's financial statements,
we pan to rely on the separate audit report issued by the other auditors and accordingly, our
report will refer to their issued report.
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Coordination with Burean Personnel - During the planning phase we will meet with Bureau
personnel o coordinate owr planned activities and procedures with your needs and
requirements. Preliminary timing of the various phases of the audit will be agreed upon. The
planned time table for the audit follows. We are committed to meeting this timetable
provided there are no significant delays in recelving required information from
WORKFORCE WV, or other circumstances beyond our conirol interfere. I such
circumstances arise, we will promptly notify you to obtain an appropriate extension of time,

Deliverables/Event ' _ Time Period

Entrance Conference {Planning Bvent) Three (3) days afier receipt of
order

Pretailed andit plap Juby 17, 2006

Field work to begin ) On or soon after uly 17, 2006

Dirafl of WORKFORCE WV reports and financial September 1, 2006

sratements for review ' .

Revised draft with all requested changes and modifications September 8, 2006

of WORKFORCE WV reports and financial statements for

review

Diraft submitted to the Financial Accounting and Reporting Seplember 15, 2006

Section {FARS) of the Department of Adminisiration with
copies to the Deputy Commissioner of Administration of

WORKFORCE WV

Unsigned final drafl with all modifications {o : Getober 9, 2006
WORKFORCE WV management for final review

Final signed repont for WORKFORCE WV submitted to Qctober 16, 2006

WORKFORCE WV and to the Financial Accounting and
Reporling Section of the Department of Adiministration

Contingous Planning - We believe that planning is an ongoing process throughoul the course
of the audit. As the audit progresses, ime estimates and decisions regarding critical areas and
audit emphasis will be adjusted based on the resulty of procedures as they are performed,
This process generally entails frequent communication among the statf] in-charge, manager,
and member during the course of the engagement, thus assuring an effectively managed
sngagemennt,

Consideration of Interpat Conro

The consideration of the ternal control structure will consist of gaining an understanding of the
control environment, evaluating the risk assessments made by manageraent, understanding the
information and communication systers (including the financial reporting systems), monttoring
activities performed, and control activities, including internal controls over computer processing.
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o Understanding the Conirel Buvivonment - Our review of the control environment witl
encompass (he organizational structure, roanagement's philosophy and operating style,
particularly regarding their approach fo security and internal controls; policies and procadures
adopted by WORKFORCE WV, and managemett and employes consciousness of amd
attitude toward internal controls.

The contral environment sets the tone of an organization and infiuences the control
comsciousness of its people. The control environment is the foundation for all other
compenents of internal control and provides structure and discipline. The control
environment of an organization includes the following factors:

Integrity and ethical values.

Commitment to compatence.

Adtention and direction provided by the governing body or audit cornmitree.
Management's philosophy and operating style.

Organizational structure.

Manner of agsigning authority and responsibility.

Human resource policies and procedures.

s o & & 9 @ @

o Bvaluating Risk Assessment - Risk assessment for financial reporting purposes refers to the
client’s identification, analysis, and management of risks refevant to the prepatation of
financial statements that are fairly presemted in conformify with accounting principles
genceratly accepted in the United States of America, More simply, it can be described as
identifying types of potential migstatements and designing comtrol activities 1o prevent of
promptly detect those misstaternents. An enlity’s risk assessment, on the other hand, is the
process of identifying, aoalyzing, and mewaging risks that affect the entity’s objectives.

A key step in the risk assessment process i¢ identifying changed conditions and taking
necessary actions. This invoives identifying and communicating both external and internal
events or activities that may affect the organization’s financial reporting objectives and
analyzing the assoctated risks. Risks refevant {o the financial reporting process may arise due
to the following:

Changes in the organizalion’s operating environment.
New perstnnel,

New or revised information systems.

Rapid growth within the organization.

New technology.

New lines, products, or activitics,

Restructuring within the organization,

New accounting pronounceinents,

B % & # F O & 9
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o Understanding of Information and Communicaiion Systems - The information systern
relevant to financial reporting (the “financial reporting system™) consists of methods
established to identify, asseruble, analyze, classify, record, and report transactions and
conditions, and to maintain accountability for the organization’s assets, liabilities, and equily.
In addition, information systems generate informyation necessary to camy oul many control
activities. An information systen may be computerized, manuel, or & combination of the two,
depending on the size and complexity of the entity.

Our review of the financial reporting syster will include WORKFORCE WV’s methods and
progedures to:

o [dentify and record alt valid transactions.

o Provide, on a timely basis, sufficient detailed information about transactions to permit
proper classification for financial reporting,

o Allow transactions to be recorded at their proper monetary value in the financial
statements.

e Provide sufficient information to permit recording of transactions in the proper
accounting period.

o Propery present the transactions and related disclosures in the fluancial statements.

Connyunication relates to providing s clear understanding of intemal control over financial
reporting, how it works, and the responsibilities of individuals within the entity related to
internal control. We will review the effectiveness of WORKFORCE WV's communication
tools including policy manuals, memorandums, oral communications, etc.,

Communication alse relates to the flow of information upsteesm in an entity. For control
activities fo be effective, individaals must bs able to report exceptions to the appropriate
tevels of management, For upstrean communication fo oveur, there must be apen channels of
communication and » willingness by managenwent to deal with problems as they occur, We
wilt also review the effectiveness of WORKFORCE WV's upstream communications.

o Understandine of Monitoring - Becanse of changes among personnel and changes within an
organization, it is essential that intemnal controls be monitored over Hme o determine
whether they continue to be relevant and able to address new risks of the organization.

- Monitoring is a process that assesses the quality of an orgenization’s internal confrol over
time and involves assessing the design and operation of controls on a timely basis and taking
corrective actions as necessary. We will evahuate both the opgoing and periodic evaluations
performed by staff, inchuding any internal audi sctivities,

s Linderstanding of Control Activities - Control activities are the policies and procedurcs
established fo helb enstire that management direotives are caried out. Control activities may
occur at alf levels, and in all functions, of an entity. Control activitics cover 2 range of
getivities and may include the following:

o Parformance reviews, such as compacison of actual results to budgets, forecasts, and
prior period of performance.
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o Information processing controls, such as controls o check (he accuracy,
complateness, and authorization of individual transactions. Information processing
gontrols include automated as well as manual controls,

o Physical controls, such as physical security of assefs, including adequate safeguards
over aceess to assets and records, authorization for aceess to computer programs and
data files, and periodic counting and comparison with amounts recorded in the
accounting records,

»  Segregation of duties, such as assigning the responsibility for authorizing
transactions, recording transactions, and maintaining custody of assets to different
peaple within the organization,

Control setivities usually involve two slements: {a) a policy that establishes wiiat should be
done and (b) the procedure that implements the policy. Policies may be commurioated either
orally or in writing. Also critical 1o contrel activities are the follow-up actions taken in
response to identified disorepancies (for example, investigation by management of
snexpected variances noted while comparing the budget fo actual regults).

Information Technology (IT) Assessments - We understand that WORKFORCE WV's compater
system is an 1BM 3090 6008 meinframe, WORKFORCE WV’s accounting system consists of
the West Virginia Financial Information Management System (WVFIMS), which s the state
government’s scoounting system. FAM processes and records all of (he Diviston’s adrinistrative
expenses, payroll and administrative accounts payable.

The Information Technology specialist assigned to this engagement is Tom Tuniewicz fom
Wolfe & Company, P.C. He is an experienced Information Technology audit specialist with
previcus experience with the State of West Virginda, having performed the review of EDP
internal control review testing for the past 6 years® audits of the West Vizginia Department of
Transportation and the West Virginia Division of Bighways, He will be assisted by Kevin Jones
a Suttle & Stalnaker, PLLC professional, They are supported by professionals who deliver IT
services to organizations using 2 variety of processing architectures in the Polaris/PKF
hiternational Network, These IT professionals are available to provide the information systers
sudit and seeurity expertise that is necessary to address automated controls and exposures present
in WORKFORCE WV's technically comnplex computer environment,

The I audit review concentrates on both intemal and external factors impacting WORKFORCE
WV, Based on these risks, audit pracedures to validate the integrity of your IT internal controls
are developed to test the general conteols and application controls. Some exemples of controls to
be tested are summarized as follows:

General Controls

Management / administaative controls and procedures
Program / major parameter change conteol

Back-up and recovery cantrols

IT refated costs / budgeling

Hardware / software acquisition and maintenance
Controls over computer related forms

s & + & & W
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+ Contingency planning
Physical security - adequacy of protection of systems from environmental and other
physical risks

o Logical security - adequacy of protection of systems from unauthorized access

o Operations - adequacy of day to day operating procedures

¢ Networking - controls over the use of networks

Controls over Selected Applications

Input controls ensuying aceurate and complete data input
Provessing controls ensuring aceurate and complete processing
Qutput controls, including oliput distribution controls

Logical secnrity over sclected apphications

@ B B B

Bevelopment of the Audit Plan

Based on the information gathered in the planning #nd interaal control structure consideralion
stages, we will develop an audit plan teking into consideration the audit risk assessments
developed for various {ransaction classes and acoounts. Audit programs will be tailored to focus
on testing of the specific key points in processing and/er controfling financial information. Each
audit program step will be designed to specifically achieve certain audit objectives. After
compiction of the audit program, we will meet with Bureau personnel to discuss the specific
timing of the procedures. The audit plan will include addressing the fotlowing:

o Sampling - Sample sizes wilt be determined based on sound sampling plans. Statistical
sampling is used whenever it is determined to be cost effective. Sampling will include both
substantive tests and tests of compliance. Samples for tests of complisnce, inchuding
compliance with certain laws and regulations are gencrally based on aftribute principles.
Substantive sampling procedures would normaily be weighted toward higher dollar tems,

 When statistical sampling is considered to be cost effective, we will use'a computer program
1o determine the samples based on the assessments of inherent/control rigk and the evidence
provided by other audit procedures.

e Pxtent of use of EDP Audit Software - We utitize the AuditVision program for our core trial
balance and adfustment workpapets, for account groupings, and for certaln analytical
procedures and ratio analysis. We anticipate thet certain financial information and schedules
prepared for the auditors will be supplied on disk, which we will load on our cormputers and
perform various tests. Other use of EDP software will be determined based on the results of
the system reviews. We actively use other computer assisted audit techniques utifizing
various programs such as Audit Conunand Language (ACL), Bfficiency and effectiveness are
often enhanced by computer assisted audit techniques, especially in WORKFORCE WV's
sophisticated, on-line environment, Exaroples of EDP audit applications include:

Analytical review

Yeur to year and trend analyses
Importing general ledeer
Sampling

& & & Q
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= Data analysis, extraction, and maniptilation
¢ Fdius and computations

We have acccss to various specialized software, We plan to make use of ACL in this role, as
necessary, to perform a significant number of computer assisted procedures in a shorl amount
of time. We will also use email to communicate with WORKFORCE WV and other
professionals assigned to the engagement Microsoft EXCEL and WORD to perform
analyses and document work on the engagement; and Tvalue to perform interest caleutations
and amortizations.

We also now rmake the Bnancial staternents available to our chients t8 & clean PDF format for
posting to their website,

Analvtical Procedures - Analytical procedures can be powerfitl tools to anticipate and predict
results. Therefore, actual results can be compared to these desigms, and stenificant variances
analyzed. Many expenses, such ag commissions, wages and benefits, payroll taxes, rent, etc.
are also susceplible to strong predictive analytical tests. The foliowing section on Testing
summarizes some of the various tests for the significant financial statement alements,
demonstrating the extent to which analytical procedures are used to enhance the audit

[rOCEss,

Overview of Audit Testing Strategy

The foliowing chart depicts an overview of the various interrelated sampling and analytical
procedures applied to significant financial statement elements during the audit of WORKFORCE

WY,
Representative | Koy Anaiyticel | Independent

" Sampling ltems Procedures | Confirmation

Planning v

Tests of Controls v

Cash and Cash Houivalents v v v

Receivables o v ¥ v i

[nvestments v v v

Payables and Accrusls v v

Revenines v v v

Expetises v v v

Other Income and Expenge v v

Complianee v v v v

Financial Reporting v v
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Preliminary Dasign of Andit Tests by Stgnificant Audit Area

In the previous section, we have discussed our overall general andit approach. This section is o
describe in more detall how this will be utilized in anditing the various significant audit aveas for
WORKFORCE WV, We have leveraged from ot previous experience with WORKFORCE WV
in developing our approach. These procedures are not all inclusive.

Detatled Audit Approach by Key Financial Statement Element
Cash and Cash Bauvalents (Including Investments) - Qur approach in anditing cash and cash

equivalents will be primatily wilizing substantive auditing procedures. These pracedures will
incinde confirmation of cash snd cash equivalents and testing the related reconciliations.

Our approach in auditing investments and the related investment income will primarily consist of
confirmation of investments and related investment income. In addition, we will obtain an
understanding of the Tnvestment Management Board's (IMB}) process regarding the allocation of
investment principle and interest to WORKFORCE WV. This may melude making inguiries of
IMB personnel, performing walkthroughs, and performing a site visit, if desmed necessary. Any
investment income that is not confirmable will be tesfed analbyticelly by caleulating an annual
yicld and cornparing this calenlation to the anticipated or market return on the investment,

Emplover Accounts Receivable - We will obtain and test a reconciliation of the rotal per the
detail aged accounts receivable to the balance recorded in the general ledger, The detail listing
will also be tested, using ACL If practical, for clerical accuracy and proper aging. Since the
majotity of employer accounts receivable relate to payments for the guarter ended june 30, and
are paid by September, our audit approach will include reviewing cash receipts subseguent to
year end, Significant receivables not collected af the fime of our fieldwork will be supported via
independent confirmation or review of supporting documentation. Also, we will test the
adequacy of WORKFORCE WV's atfowsnce for doubtful accounts by reviewing the detail of
significant delinguent accounts and discussing such delinquencies with management, This raview
will be corroborated by analytical procedures such as comparison of accounts receivable aging
categories between the actual and prior year, historical bad debt analysis, and & hindsight analysis
of the aceuracy of the prior year reserve estimate,

Due toffrom Other Covernments - This account congists primuarily of amounts due to/from the
federal government as the result of WORKFORCE WV's administration of federal programs.
We will obtain the Schedute of Expenditures of Federal Awards which represents a progression
of the due tofrom foderal governmen! and test the schedule by reviewing grant awards,
drawdown documents from the federal government, and expenditure records.

Capital Assets and Related Accumulated Depreciation - We will obtain a progression of fixed
assets by sccount for the year and test the schedufe for clerical accuracy, We will review
supporting docamentation for significant additions or disposals. In addition, we will review the
depreciation methods and capitalization policy wtilized by WORKFORCE WY and will test &
sample of computations for reasonableness. '
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Compensated Absences - We will abtain caleulations made by WORKFORCE WV and test them
by tracing significant inputs from the calonlation to related payrolf recods, personnel policy and
procedures manual, and statewide conversion rates for sick leave converted o retirement
henefits.

Accounts Pavable and Accrued Liabilities - We will obtain a detail listing of acoounts payable
and acorned Habilities and test for clerical accuracy. We also will perform a test for tnrecorded
lighilities by reviewing cash disbursed subsequent to year end and reviewing for significant
unpaid invoices or open contracts,

inemnlovment Comnensation Benefits Pavable - We will obtain WORKFORCE WV's
calculation of benefits payable and update our understanding of the estimation process through
interviews with Burcau personnel. Significant variables of the caleulation will be traced 1o source
documents, such a¢ claims paid documents, The estimate is then recalculated by the auditors.

Uneraployment Tax Revenue and Unemplovment Inswrance Bencfits Expenge - We will test
unemployment tax revenues and bepefits expense through testing of the Schedule of
Bxpenditures of Federal Awards and related compliance procedures. We will obtain an
understanding of WORKPORCE WV's procedures in compiling the Schedule, We will then test
that compilation by tracing revenues and expenses into Bureau financial records, which will in
tarn be agreed to State Auditor’s financial records. Also, we will test revenues and expenses
reported (o the federal government throtigh maonitoring reports, Samples are selected for both
revenues and expenses and the individual items are traced fo source documents such as employer
refurns and unemployment clalms applcations.

Finally, we will obtain a computer tapo of all benafit payments for the year and, using ACL, test
those payments for clerical accuracy, duplicate payments, or payments that exceed the expedted
benefit,

Crrant Revenue and Grant Expense - General Fund - General fund grant revenue snd expense will
also be tested through the testing of the Schedule of Expenditures of Federal Awards, After
obtaining an understanding of the procedures nsed in compiling the Schedule, we will test the
compilation a¢ noted above. In the past, there has been one significant program in the general
fund, the Braployment Services Cluster, which will also subjected to additional testing,

Other Income - Out approach fo auditing amounts reported as other income wilt be anatytical in
nature. Based on our understanding of the types of transactions reported within these
classifications and our test of controfs over the cash receipts processes, we will compare account
balances to amounts reported in the prior year and investigate with management all significant,
unexpected fuctuations.
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Overall Conclusions and Reporting

In this foal phase of the audit, we perform certain general audit provedures, conduct an ovegall
review of the financial Statements, and draw overall audit canclusions based on the results of our
work. The general audit procedures performed during this phase include obtaining management
and legal representations, end reviews of subsequent events, among others. :

Thyoughout the course of the audit, we wili make inguiries of management about various facets
of WOREFORCE WV’s operations, commifments, contingencies, pending or actual suits and
judgments, and obligations, Responses to ow inguiries may be provided both orally and i
writing. During this fina! phase, we will request written legal represertation from the State
Attorney General and representations from  management to  confirm  the continuing
appropriateness of earlier representations and to assure a rmrlual understanding of {he subject
matters relating fo these representations.

Also, during this phase we will pecform a review of events occurring subsequent to the date of
the financial statements up to thé date of our repart that could have 2 direct and material offect on
the fnancial statements. Our objective is to determine whether any significant direct ox
contingent labilities or commitments have accurred, whether there have been any significant
changes in the status of Hems accounted for in the financial statements on {he basis aof estimates
or on the basis of tentative, preliminary, or inconclusive data, whether there have been any
untisual adjustments to the accounts since the bajance sheet date, and whether thete have been
any significant changes in the financial condition or operations since the balance sheet date.

We will perform an overall analytical review of the financial statements neax or at the conclusion
of our audit work. The purpose of this review is to satisfy ourseives that the numbers make sense
in light of otr understanding of your WORKFORCE WV, that we have obtained explanations of
significant fluctuations between yeurs, and that the financial statements feet generally accepted
presentation and disclosure standards,

In addition, we will reevaluate our materiality judgments and the adequacy of our audit
procedures. In the planning phase, we determined planning reateriafity based on prefiminary
information which was used to help determuine the extent and timing of tests performed. Based
upan the final assessment of risk and the sudited materality base, we will consider whether the
extent of substantive auditing procedures was sufficient to form conclusions concerning the
information contained in the financial statenients, the effectiveness of interaal controls, and
compliance with faws and regulations.

We will meet with management to discuss developments in the andit and/or resoive accounting
issuos as they arise. Such meetings will be held regularly from the beginning of feldwork undil
the final repost is issued. Potential financial statement adjustments identified during the course of
the aundjt will be formally documented and we will discuss with management (he effects of these
adjustements, We are confident that with the appropriate dizlogue between management and our
tearn, afl reporting issues will have been identified and resolved well in advance of ali final
reports.
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. The reporting phase Is divided into two distinet phases, The first phase encompasses a review of
fhe financial statement format and presentation, and a2 review of the significant accounting
policies utilized by WORKFORCE WV, This phase is accomplished carly in the engagement, so
that significant reporting issues can be addressed fimely and effectively.

The second phase occurs at the end of the testing, when all information is acoumutated and
evaluated. Any proposed adjustments are agreed upon and financial statements finalized. At this
point we will be in position to prepare our reports on the flnancial statements and on compliance
and internal control over financial reporting based on an audit of financial statements performed
in gocordance with Government Auditing Standards. I a report other than an unqualified report
would be necessary, we would fully discuss the reasons with you prior to issuance of the report.
We understand that the initial draft reports inchuding the reguired supplemental schedules should
be available by September 1, 2006, and the final reports delivered by October 16, 2006

5AS Na. 99 Consideration

Statement on Auditing Standarde (SAS) Ne. 99 - Consideration of Fraud in a Financial Statement
Audit supersedes SAS No. 82 and provides new guidance to auditors and expands the extent of
procedures designed to assist in the detection of material fraud. The new standard’s goal is to
Blend the auditors* consideration of fraud into the andit process. That consideration is continually
updated until the andit is completed, This standard increases the amount of time required to
complete certain specified procedures compared to the previous standard. We believe that
implementation of this standard provides management of WORKFORCE WV with enhanced
quality. Accordingly, our fee and time estimate includes SAS No. 99 congideration for the year
ended June 30, 2006.
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COST QUOTE FOR AUDIT SERVICES

Tune 28, 2006

WORKFORCE WV

FAM Administeation - 5301

Room 618

112 California Aventie

Charleston, West Virginia 25305-0112

Reqg#: BEPOA03S
Opening Date: 6/28/2006
Opening Time: 530 pam.

Mame of Firm - Suttle & Stalnaker, PLLC

I, Chris Deweess, certify that [ am entitled to represent Suttle & Stalnaker, PLLC, empowered to
submit this bid and authorized to sign a contract with WORKFORCE WV,

Chris Deweese, Member

Date
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ATTACHMENT A

COST QUOTE EOR AUDIT SERVICES

Clagsification Hours Bourly Rates  Total Cost
Partners/Members 24 $220 % 3,280
Iivianagers 22 165 3,630
Supervisors 22 105 2,310
Seniors 104 | 93 9,500
Seaff 105 75 7,675
BOP Specialist 12 185 2,220
Other Support/Clerical 10 G35 430
Subtotal 31,465
Discount {5,965}
Total all-inclusive fee for (project) e ST

COST QUOTE BOR ADDITIONAL ACCOUNTING AND AUDITING
CONSULTING SERVICES

Classification Hourly Rate
Partaer/Member $220
Manager 165
Stpervisor 105
Sendor a5
Statf 75
Other Support/Clerical &5
Other - EDP 185

All hourdy rates must inchude all travel and out-of-pocket expenses.
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COST QUOTE FOR ADDITIONAL AGREED UPON PROCEDURES
SERVICES (Based upon Distance from Charleston, WV)

Hondy Rate
At least 100 but
Less than 100 not more than 200 Maore thag 200
Classification Miles Miles Miles
Partner/Member $220 $230 $240
Manager 165 175 183
Supervisof 105 15 130
Senior 05 {053 315
Staff 75 90 130
Other Support/Clerical G35 80 G0
Other « BOP 183 200 210

These fees do mot include services that fall outside the scope of the audit, For example,
accounting assidtance from s in resolving unreconciled differences in accounting records or
sapporiing account balances would fall outside the scope of our audit, as would implementation
of significant new technical standards.

Additionally, owr fees are based on the current state of operation. Should sigmificant changes
oecur (i.e., significant expansion in existing operations), we will need to recvaluate our scope and
auciit approach. In the event these types of situations axise, it is our practice to discuss these types
of issues with management before we would proceed so as 1o obtain management’s anthorization
and to develop the best approach to solve the problem.

We tunderstand that no changes in scope 1o the project will be implemented by us until such time
as an approved change order Is received. Formal contract amendments and change orders will be
negotiated with WORKFORCE WV, whepever necessary, (o address changes to the terms and
conditions, cost of, or scope of work included under the coniract. An approved comtract
atnendment means one approved by WORKFORCE WV, the Department of Administration, and
all other applicable State agencies prior to the effective date of such amendment. An approved
contract amendmment is required whenever the change affects the paynment provision and the scope
of the work. Such changes may be necessitated by new and amended federal and state reguatations
and requirements. No changes in scope are lo be conducted except at the approval of
WORKFORCE WV,

We will submit invoices to WORKFORCE WV for all services provided pursuant to the terms of
the contract. Progress payments will be made on a monthly basis based upon the percentage of
work completed, We will work with WORKFORCE WV management o develop a mutually
agrecable proposed billing work plan,
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BATE PRINFED TEANS OF ERE "G ik CEOBTTTT TTVREIGHT TERMS - -
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();J BIDDER IS M RESTIHENT VENDOR WHO [CERTIFIES THAT,
NURING THE LIIFE OF THE CONTRACT, ON AVERAGE AT LEASY
“6% OF THE EMPLOYEES WORKING ON THE PROJECT BEING BID
WHE RESIDENTIS OF MEST MIRGINIA WHD HAUF RESIDEDR IN
THE STATE CONTINUDUSLY) FOR THE TWO YEARS IMMEDIATELY
PRECEDING SUBMISSIION OF TRIS BID;

Ok : '

¢ ) BIDDER IS Al NONRESIUDENT VENDCOR EMPLOYING A
MINIMUM OF ONE HUNDRED STATE RESIDEMNTS OR IS A
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SUBSIDIARY'S) EMPLIOYEES ARE RESIDENTS OF WEST VIRGINIA
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i
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SUTTLE & STALMAKER PLLC © i BUREAY OF EMPLOYMENT PROSRANMS
E THE VIRGINIA CENTER SUITE 180 ﬁ E301A~EAM APMINISTRATION
#| 1411 VIRGINIA STREET EAST Ll RoOM 618
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State of West Virginia
Department of Admin
Purchasing Division

kebration

2019 Washington Streat East

Request for o

e FWTE

Guotation

BEPOGUAN

R S RO RE OB E NG EO ATTENTIDE O,

Bryst Olfies Box 50130
Chardeston, WV 25305-013¢0 KRISTA FERRELL
ARG BSR- 2B94
- *7TQ90G3333 304~303-9126 Y '
| SUTTLE & STALNAKER PLLC | BUREAU OF EMPLOYMENT PROGRAMS
¥l THE VIRGINIA CENTER SUITE 100 3l B301A-FAM ADMNINISTRATION
#1164311 VIRGINIA STREET EAST ‘L ROOM 618
o} CHARLESTON WV 25301 w1 112 CALIFORNIA AVENUE
O1 CHARLESTON, WuWV
| - L] 2B3e5-0112 EE8~2634
DATE BHINTED ) -+, TEFMS OF SALE T COEEHE VR : .::_F.O.E},-._, ’ ! FFEE'HGHT_-TERE-.-'DE--__-'_-'
Na/07/2006
.. S CRENNEBATE: 06/22/2006 - BID_OPENING TIME O} :30PM
comrary’ | wop [CHE [0 wembomaen - b urenies Lol
PURCHASIENG DIVISION
BUTLDING 15
2019 WASHINGTON STREET, EAST
caaauasﬁmn. WY DEA05-0138
BID MUST COMTAIN [FHIS INFORMATION OH THE FACE OF
THE ENVELOPEl DR fHE BID HAY NOT BE CONSIDERED:
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REQUESTFOR QUOTE
(WORKEORCE West Virginia - and REQ# BEP06035)

GENERAL INFORMATION

Parpose:
The Acquisition and Contract Administration Section of the Purchasing Division “State” on

behalf of WORKFORCE West Virginia, which consists of the Bureau of Employment
Programs and the Governor’s Workforce Investment Division is regnesting quotes to provide
the audit of the financial statements of WORKFORCE West Virginia for the year ended June
30, 2006. Also, WORKFORCE West Virginia would like to have a professional accounting
firm avaifable to provide management advisory services on accounting issues on an as
needed basis and to provide the application of agreed upon procedures to federal or state
subrecipient contract recipients on an as needed basis,

Project:

The mission or purpose of the project is to parform the audit in accordance with generatly
accepted anditing standards and other applicable laws and regulations. The auditors must
issue an opinion s to whether the financial staternents present fairly, in all material regpects,
the financial position of WORKFORCE West Virginia and the results of its operations in
conformity with generelly accepted auditing standards. The finm would also be availabie to
provide advice on accounting issues to management and to provide the application of agreed
upon procedures to federal or state subrecipient contract recipients on an as needed basis.

R¥FQ Format: '
This RFQ has four parts. “Part 1” contains informational sections, “Part 27 desorihes the

backgronnd and working environment of the project, “Part 3” is a statement of the
specifications for the services réquested pursuant to this REQ, contractual requirements, and
general terms/conditions. '

Inguiries:

Additionat information inguities regarding specifications of this RFQ must be submitted in
writing to the State Buyer with the exception of questions regarding Quote submission,
whiich may be oral, The deadline for written Inguiries is identified in the Schedule of Evems,
Section 1.16. All inquiries of specification clarification must be addressed to:

Krista Ferrell, Buyet
Purchasing Division
2019 Washington Street, East
PO, Box 50130

Charleston, WV 25305-0130
Bax: (304) 358-4115
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1.5

1.6

1.7

1.8

E-Mail: kferrell@wvadmin.gov

Absolutely NO contact shafl be made by the vendor with the requesfing agency.
Violetion of this clause may result in rejection of the bid, The State Buyer named above is
the ofe cantact for any and al} inquiries after this REQ has been released.

Vendor Registration:

Bidders patticipating in this process should complete and file & Vendor Registration and
Disclosure Statement (Form WV-1) and remit the registration fee. Bidder is not reguired to
be a registered Vendor in order to submit 4 guote, but the successful bidder must register
and pay the fee prior to the award of an actual purchase ordetfeontract, The Vendor
Registration and Disclosure Statement can be downloaded at the following State web site:

ww state. weus/admin/purchase/vro/pfoms.him.

Oral Staternents or Commitments:

Ridders must clearly understand that any verbal representations made o assumed to be made
during any oral discussions held between the bidder’s representatives and any state parsonnel
are uot binding, Only that information issued in writing via official addendum is binding.

Economy of Preparation:

Response to this REQ should be prepared simply and economically, providing a
straightforward, concise description of bidder’s abilities to satisfy the requirements of the
RFQ. Emphasis should be placed on complefeness and clarity of content,

Labeling of RFQ Sections:
The sections within this RFQ contain instractions governing how the bidder's response is to
be arranged, submitted and to identify the material to be included therein.,

1.8.Y  Mandatory Requirements.

‘The mandatory sections inciuded in part 3 require a response, and they deseribe the mininum
requirements requested in this RFQ. Any specification or statement containing the word
must, shall, or will are mandatory. The bidder is required to meet the intent of the mandatory
specifications in order to be eligible for consideration. A simple “yes” or “ne” response to
these sections is not adequate. Failure fo meet mandatory items shall result in
disqualification of the bidder's response. Decisions regarding compliance with the intent ofa
mandatary item shall be at the sole diseretion of the State.

1.82  Contract Terms and Conditions.
Section 3 details the contractual terras and conditions under which the State of West Virginia

will enter into & contract.

1.8.3 Mformational Ssctions:
All information specifications do not require a response from the vendor, They ate intended
to aid the vendor in structuring an effective bid capable of meeting the needs of the issuing
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agency, WORKFORCE West Virginia.

1.8 Quote Format and Sabmission:

191 BRidders must complete a response to all mandatory specifications in order to be
considered. No other arrangement or distribution of the quote information may be made by
the bidder, Failure on the part of the bidder to respond to specific requirements detatled in
the RFQ may be basis for disqualification of the quote. The State reserves the right fo
request any information not provided and any needed clarification and the vendor must
respond with 48 hours. The State reserves the right to waive any informalities in the quote
format and minor iregularities, .

19,2 State law requites that the original bid be submitted to the State, All copies must be
submitted prior to the date and time stipulated in the RFQ as the opening date. All bids will
be date and time stamped in each office to verify official time and date of receipt.

1.9.3  Bidders mailing bids should allow sufficient time for mail delivery to ensure timely
arrivat. The Purchasing Diviston can waive or excuse late receipt of a bid which is delayed
and late for any teason according to State Code 5A-3-11. Any bid received after the bid
opening date and time will be immediately disqualified in accordance with State {aw and the
administrative rules and regulations.
Subpnit;
One original bid to:

Purchasing Division

2019 Washington Street, East
P.0. Box 50130

Charleston, WV 25303-013¢

‘The outside of the envelope or package(s) should be clearly marked:
Buyer: 21
Reg#: BEPG6035
Opening Date: Q62212006
Opening Time: 1:30 pin

1.1  Rejection of Bids:
The State reserves the right to accept or reject any or ali bids, in part or in whole at its
discretion. “The State reserves the right to withdraw this RFQ at any time and for any reason.
Submission of, or receipt by the State of bids confers no rights upon the bidder nor obligates
the State in any manner.

A contract, based on this RFQ and the bidder’s response, may or may not be awarded. Any
contract resulting in an award from this RFQ is not valid untit propedy approved and
executed by the Pucchasing Division and the Attotney General's Othce.
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Encurring Costs: The State and any of its employees or officers shall not be held liable for
any expenses incurred by any bidder responding to this RFQ for expenses to prepare ar
deliver the bid,

Addenda;
1£ it hecomes necessary 1o revise any part of this RFQ, an official writtep addendum wil be

issued by the State to all bidders of record,

Independent Price Determination:

A bid will not be considered for award ifthe price in the bid was not arrived at independently
without collusion, copsultation, communication, or agreemnent as to any matter refating to
such prices with any other offer or with any gompetitor,

Price Quotations: : _
The price(s) auoted in the bidder's response will not be subject to any increase and will be
concdared firm for the life of the contract unless specific provisions have beet provided for
adjustment in the original contract.

Public Record:
1141 All documents submitted to the State Purchasing Division reiated to purchase

ordersfeontracts are considered public records. All bids, or offers submitted by bidders shall
become public information and are available for inspection during normnal official business
hours fn the Purchasing Division Records and Distribution center after the documents have
heen microfibmed.

1,152 All public information may be released with or without & Freedom of Information
request; however, only & written request witl be acted upon with duplications fees paid in
advance. Duplication fees shall apply to all requests for copies of any document. Currently
the fees are $0.30/page, or a mindmum of $10.00 per request which ever is greatest,

1.15.3 The only exemptions 1o disclosure of information are ligted in West Virginia Code
993-1-4. Primarily, only trade secrefs as submitted by 4 bidder are the only exenption to
public disclosure. The submission of any informationto the State by a Vendor puts the risk
of diselosure on the Vendor. The State will make a reasonable effort not to disclose
information that is within the guidelines of 20B-1-4 and is properly lubeled "proprictary
information not for public disclosure”. The Stato does not guarantee non-disclosure of any
information to the public.

Schedule of Events:
Belpase of the REQL. o v i st s O6/H08/2008
vendor's Written Questions Submission Deadiine. e OB 32006

Addendum [SSUBE e eei s i e 0652008
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117  Dabt Affidavit;
Wast Virginia State Code 5A-3-10a(3Yd) requires that all vendors submit an affidavit of
debtto Certify that no debts are outstanding and owing to the State of West Virginia. The
No Debt Affidavit can be downloaded at the following State web site:
e state wy,us/admin/purchasefvie/pfomns htm.

118 Resident Vendor Preferenve: West Virginia State Code §5A-3-37 provides an opportunity
for qualifying vendots to request {at the time of bid) preference for their residency status.
Such preference is an evafuation method only and will be applied only to the cost bid in
sccordance with the West Virginia State Code. A certificate of application is used to recquest
this preference. Generally, a West Virginia vendor may be eligible for two 2.5% preferences
in the evaluation process. The Purchasing Division will make the determination of the
Resident Vendor Preference, if applicable.

PART 2 ' OPERATING ENVIRONMENT

2.1 Locatiom:
Most of the records for WORKRORCE West Virginia’s administrative expenses, mncluding
Payroll and Purchasing, and federal grant-related activities are located at 112 California
Avenue, Charleston, West Virginia, All Financial records must be reviewed and audit
procedures on these records performed in thege locations. No records may be removed fom
the premises by the auditors without the expressed written permission of mansgement,

2.2 Background:
The firm’s principal contact with WORKFORCE West Virginia will be Mark 8, Miller,
Deputy Executive Director of Administration, or a designated representative, who will
coordinate the assistance that WORKFORCE West Virginia will provide for the audit.
Executive Order # 5-05 was issued combining the former Burean of Employment Programs
and the Governor's Workforce Invesiment Division 0 form the WORKFORCE West
Virginia Division under the Department of Commerce.

The federally funded operations of WORKFORCE Weat Virginta is made up of four operating
divisions: Research, Information, and Analysis, Employment Service, Unemployment
Compensation, and the Workforce Developinent Division. WORKFORCE West Virginia also
has two service divisions: Fiscal and Administrative Management and the Muanagement

Analysis Division.

The Employment Service Division is an affiliate of the U.8. Exnployrment Service and operates
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in local offices throtghout the state to serve those seeking employment and those providing it.
Most local offices are identified as Job Service. Greneral services inchude outreach,
interviewing, testing, counseling, and reforral for placement; training; and other services
designed to prepare individuals for smployment.

The Research, Information, and Analysis Division consists primarily of a partpership with the
United States Bureau of Labor Statistics to provide labor related statistical data for the State of
West Virgitia to be included in the national data produced by that agency. These activities are
funded throngh a group of federal grants received from the United States Department of Labor.
In sddition, the Division is also responsible for all internal and external conununication
information dissemination activities for WORKFORCE West Virginia,

The Unemployment Compensation Division (UC) provides temporary income as partial
compensation to nnemployed workers. UC programs are administered jointly by the U.S.
Department of Labor and the individual states. The federat government sstablished puidelines
and pays administrative costs from funds coliected under provisions of the Federal
Unemployment Tax Act. UC collacts contbutions from employers based upon grass wages
paid and uses those funds for payment of temporary income 1o unemployed workers. A trust
fund is maintained with the U.S. Treasury for funds held for future payments. The states have
direct responsibility for opexation of their UC programs.

Workforee Development Division (WDD) offers employment and training opportanities to
people with barrers to employment and coordinates ihe efforts of state, educational, and

service agencies,

“Fhe Fiseal and Administrative Management {FAM) Division has primary responsibility for all
administrative accounting activities within WORKFORCE Weat Virginia inchuding payrolt,
accounts payable, procursment, and equipment inventory, a5 well as maintaining the general
tedger for all administrative expenses. The Division also is responsible for leasing and
property managernent, personnel activities, and general organization oversight activities. This

Division also inchudes the Legal Services wnit for the agency.

The sudited financial statements issued by Suttle & Stalnaker, PLLC for the year ended
June 30, 2603 can he obiained at the following web gite:
httg:ffwww.wvhen*nrg{i_}ﬁg!puh!iﬂinfﬁfﬂ&faulf.htm These staterents are an integral
part of this REQ and should be thoroughly reviewed by the proposer. They contain
detatled information about the reporting entities, accounting procedures, and policies of
WORKFORCE West Virginia.

Component Units

Alihough WORKFORCE West Virginta is not a component unit of the State of West Virginia,
i1 is requited by Section 5A-22-33 of the State code to prepare financial statements audited by
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independent certified public accountants. It is anticipated that the financial statements will
continne to be included in the CAFR of the State of West Virginia, Becanse of this
requirement, the completed andited financial statements of WORKFORCE West Virginia for
the year ending June 36, 2006 mustbe delivered to the State in accordance with the time frame
as specified in Attachment B.

Financial Operations and Technical Operations

Mark §. Miller, Deputy Executive Director of Administration directs WORKFORCE West
Virginia’s accounting operations at 112 California Avenue in Charleston, West Virginia
WORKRORCE West Virginia®s computer system consists of an 1BM 0672 -R66 enterprise
server and an IBM 9672-R32 enterprise server. There are also several applications running on
smaller servers andfor web servers, WORKFORCE West Virginia's accounting system
consists of the West Virginia Financial Information Management System (WVYFIVS), which is
the state government’s acconnting system. FAM processes and records all of WORKFORCE
West Virginia’s contracts, administrative expenses, pagroll, personnel trangactions, and
administrative accounts payable,
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PART 3 . PROCUREMENT SPECIFICATIONS |

3.} General Requirements: _
WORKFORCE West Virginia is soliciting the services of gualified firms of centified public
accountants 16 audit the financial statements for WORKFORCE West Virginia for the fiscal
year ending June 30, 2006, with the option to audit the financial statements for each of the two
{2} subsequent fiscal years. The audit for fiscal year 2006 and forward must also be
audited in accordance with Government Auditing Standards, issued by the Comptrolier
General of the United States. These audits are 1o be petformed in accordance with the
provisions contained in this RFQ. WORKFORCE West Virginia is coordinating issuance of
this RFQ as wel as the selection of a firm,

32 Scope of Work:

2.2.1 Seope: The auditor shall issue an opinion on the fair presemtation, in conformity with
generafly accepted accounting principles, of its general purpose financial statements that witl
include all WORKFORCE West Virginia Programs {(the audit for fiscal year 2006 and
forward must alse be audited in accordance with Government Auditing Standards,
issued by the Comptroller General of the United States), This work is to include providing
rechical assistance to WORKFORCE West Virginia's financial personne} for the continuation
of GASR 34 “Basic Finencial Statements and Management’s Discussion and Analysis for State
and Local Governments and the continuation of SAS 99 which revises puidance on the
consideration of fraud in financial statement audits.

WORKFORCE West Virginia desires the auditor to expressan opinion on the fair presentation
of its financial statements and schedules in conformity with penerally accepted accounting

principles.

The anditor is required to audit the additional financial information schedules required by the
Fipancial Accounting and Reporting Section (FARS) of the West Virginia Department of
Administration.

The auditor shall alse be responsible for performing certain limited procedures involving
required supplementary information required by the Governmental Accounting Standards
Board as mandated by genesally accepted auditing standards.

All work under the proposed contract will be under the direction of the Deputy Bxecutive
Dirsctor of Administration of WORKFORCE West Virginia or hiis designated offices. Written
reports pust be submitted initially in draft form in order that any necessary changes may be
discussed and agreed upon before final acceptance. Any public statements, which may be
required, must be discussed with the Deputy Exeeutive Director of Administration prior to the
staternents being made or released.

3 2.2 Stemdards: To racet the requivements of this REQ, the audits shall he performed in
accordance with generally accepted auditing standards. The audit for fiseal year 2006
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and forward must also be audited in accordance with Government Auditing Standards,
jssued by the Compftroller General of the United States.

3.2.3 Required Reports: Following the completion of each audit of the fiscal year's financial

statements, the auditor shall issue reports on the fair presentation of the financial statements in
conformity with generafly accepted accounting principles and in aceordance with Government
Aunditing Standards, The firm shall be required to give to the Director of the Finanelal
Accoupting and Reporting Section (FARS) of the Department of Administration, 2101

Washington Street Rast, Building 17, 3% floor, Charleston, WV 25305, under the authority of
Seotion 5A-2-23 of the State Code an immediate, written report of all fregularities and illegal
acts of which the firm becomes aware. Additionally, a copy of all such reports will be givento
the Executive Director of WORKFORCE West Virginia, the Deputy Executive Director af
Administration of WORKFORCE West Virginia, and to the Agsistant Direstor of FAM
Accounting Services. The firm must inform the Executive Director of WORKFORCE West
Virginia, the Deputy Bxecutive Director of Administration of WORKFORCE West Virginia,
and the Assistant Dizector of FAM Accounting Services in writing of each of the following:

. The auditor's responsibility under generally accepted auditing
standards.

2. Significant accounting policies.

3. Management judgments, accounting estimates and projections.

4 Significant andit adjustments and significant zrevisions of past and

current estimates and projections.
5. Other information in documents containing audited financial statements
and/or estimates and projections.
Disagreements with management,
Clonsttltation with other accountants and actuaries.
Major issues diseussed with management prior to retention,
Difficulties encountered in performing the audit,

ol Sl

Any issues that avise during the course of the audit that could cause delays in the
igsuance of the report or have an adverse impact on the audit opinion must be
immmediately communicated to the Deputy Executive DHrector of Adminisfration of
WORKFORCE West Virginia and to the Assistant Director of FAM Accounting
Services. A written summary of the issue must also be provided within 24 hours,

3.2.4 Management Communication: WORKFORCE West Virginia's financial statements
are to be included in the financial statements of the State of West Virginia. The auditor may be
required to provide special agsistance to WORKFORCE West Virginia's auditors, the State’s
anditors, and the Financial Accounting and Reporting Section of the West Virginia Departiment
of Administration, '

325 Working Paper Retention and Access: All working papers and reports must be
retained, at the auditor’s expense, for a minimum of five {5) years, undess the firm is notified in
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writing by WORKFORCE West Virginie of the need to extend the retention pesiod. The firm
will be required to make working papers available, upon request, to the following parties or
their designees:

Deputy Executive Director of Administration
WORKFORCE West Virginia '

Assistant Director of FAM Accounting Services
WORKEORCE West Virginia

Director

Financial Accounting end Reporting Section
Depariment of Admtinistration

State of West Virginia

Tn addition, the firm must resporid to the reasonable inquiries of federal grantors and successor
auditors and aliow them to review working papers relating to matlers of continuing
signiicance,

3.2.6 Assistance To Be Provided To The Auditor and Report Preparation; The accounting
ctaffof WORKFORCE West Virginia as well as management will be available during the audit
1o assist the auditors by providing information, documentation and explanations. The
preparation of confirmations will be the responsibitity of the auditor. In addition, an
appropriate number of hours of ¢lerical support wifl be made available to the auditor for
preparation of routine confirmation/informational jetters and memoranda.

No internal audit support will be available.

WORKFORCE West Virginia wiil provide the auditor with reasonable workspace, desks, and
chairs, The auditor will also be provided with access to telephone lines, intemet access,
photocopying facilities, and FAX muchines. The awditor will provide WORKFORCE West
Virginia with an estimate of the number of personnel to be assigned to the audit in the detailed
audit plan.

Final report preparation, editing, and printing shall be the responsibility of the auditor.

The firm must deliver 50 copies of the bound final audit report for WORKFORCE West
Virginia to Room 618, 112 California Avenue, Charleston, West Virginia 25305-0112 by the
delivery date specified in Attachment B. Also an electronic copy of the report must be
provided in 2 PDF or similar format for public review on the agency’s website.

The dates in the Schedule of Delivery Dates for Reports are required delivery deadlines.
Faiture to deliver the required reports by the dates specified will result in Hquidated demages as

018
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described in section 3.4.15 and will be considered ground for immediate termination of this
contract at the discretion of WORKFORCE West Virginia as described in section 3.4.12. If
renewal of this contract for services in subsequent years occurs, the contract change order wiil
contain the delivery dates for the renewal period as specified in Attachment B.

WORKRORCE West Virginia requires that the accounting firm be available to the
management of WORKFORCE West Virginia to assist in dealing with accounting issues and
new reporting requirements as they arise on an as needed basis, The bid must inciude a firm
fined fee for the services discussed above as well as an hourly rate scale for accounting and
anditing conswlting services. Hourly rates must inchude all trave! and out-of-pocket expenses.
(See Cost Quote section below.)

WORKFORCE West Virginia requires that the accounting firm be available to the agency to

" provide the application of agreed upon proceduzes to the agency's records. Also such

procedures may be applied to the records of selected federal Or state program subrecipient
cotitracts at their focation. The bid must include e firm fixed fee for the sexvices discussed
above as an hourly rate scale for these services. Hourly rates must include travel and out-of-
pocket expenses. Al such work will be within the boundaries of the State of West Virginia.

Special Terms and Conditions:

License Requirements:

The firm moust be in good standing with the Unemployment Compensation Division of
WORKFORCE West Virginia as of the date of the Quote and throughout the term of this
contract.

General Terms and Conditions:
By signing and submitting their bid, the successful Bidder herein after calied Vendor agrees to
be bound by all the terms contained in Ssction Three (3) of this RFQ.

34.1  Conflict of Interest.

Vendor affirms that its officers, members, or employees presently have no interest and shall not
acqiire any interest, direct or indirect, which would conflict or compromise in any manner of
degree with the performance of its services hereunder. The Vendor further covenants that, in
the performance of the contract, the Vendor shall periodically inquire of its officers, members,
and employees concerning such interests, Any such interests discovered shall be promptly
presented in detail to WORKFORCE West Virginia,

3.4.2 Prohibition Against Gratuities:

Vendor warrants that it bas not employed any company or person other than & bona fide
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ernployes working solely for the Vendor or 2 company regulaily employed as its marketing
agent to solicit or secure the contract and that it has not paid of agreed to pay any company or
pergon any fee, comunission, percentage, brokerage fes, gifts or any other consideration
contingent upon or resuiting from the award of the contract. -

For breach or violation of this warranty, the State shall have the right to annul this contract
without liability at its discretion, and/or to pursue any other remedies available under this

contract or by law,
3.4.3 Certifications Related to Lobbying:

Vendor certifies that no federal appropriated funds have been paid or will be paid, by oron
behalf of the company or an employes thereof, to any person for purposes of influencing or
attempting to influence an officer or employee of any Federal entity, s Momber of Congress, an
officer or employee of Congress, or an enployes of 2 Member of Congress in connection with
the awarding of any Federal contract, the making of any Federal grant, the making of any
Federal loan, the entering into of any cooperative agreement, and the extension, continuation,
renewal, amendment or modification of any Federal contract, grant, loan, or covperative

agreament,

If any funds other than federally appropriated funds have been paid or will be paid to any
person for influencing or attempting to influence an officer or employee or any agency, a
Mesuber of Congress, an officer or employee of Congress, or an employee of a Member of
Congress in connection with this Federal contract, grant, loan, or cooperative agreement, the
Vendor shall complete and submil 2 disclosure form to report the fobbying.

Vendor agrees that this language of certification shall be included inthe award documents for
all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans,
and cooperative agreements) and that all subrecipicnts shall certify and disclose accordingly.
This certification is 2 material representation of fact upon which reliance was placed when this
contract was made and entered into.

3.4.4 Vendor Relationship:
The relationship of the Vendor to the State will be that of an independent contractor and no

principal-agent relationship ox erployer-employes refationship is contempiated or created by
the parties to this contract. The Vendor as an independent contractor is solely Habie for the

acts and omissions of its employees and agents,

Vendor shall be responsible for selecting, supervising, and compensating any and all
individuals employed pursnant to the terms of this RFQ and resulting contract. Neither the
Vendor nor any employees or contractors of the Vendor shall be deemed fo be employees of

the State for any purposes whatsoever.

Vendor shatt be exelusively responsible for the payment to his/her employees and contractors



of all wages and salaries, taxes, withholding payments, penalties, fees, fringe benefits,
professional liabitity insurance premiums, contributions to insurance and pension or other
deferred compensation plans, including but not limited to Workers' Compensation and Secial
Security obligations, and licensing fees, ete. and the filing of all nevessary documents, forms

and returns pertinent 1o all of the foregoing,

Vendor shall hold harmless the State, and shall provide the State and WORKFORCE West
Virginia with a defense against any and all claims including but not limited to the foregoing
payments, withholdings, contributions, taxes, sosial security taxes and employer incomne tax
yeiurns.

The Vendor shall not assign, convey, transfer or delegate any of its responsibilities and
obligations under this contract to any person, corporation, partnership, association or entity
without expressed written consent of WORKFORCE West Virginia,

345 Indemnification:

The Vendor agrees to indemnify, defond and hold harmless the State and WORKFORCE West
Virginia, their officers, and employees from and against: (1) Any claims or losses for services
rendered by any subconteactor, person, or fir performing or supplying services, materials, or
supplies in connection with the performance of the contract; (2} Any claims or fosses resulting
to any person or entity injured or demaged by the Vendor, its officers, employees, or
subcontractors by the publication, translation, reproduction, delivery, performance, tse, or
disposition of any data used under the contract in 2 manner not authorized by the contract, or
by Pederal or State statutes or regulations; (3) Any failure of the Vendor, its officers,
exnployees, or subcontractors to observe State and Federal laws, including but not limited to

Iabor and wage laws.

1.4.6 Contract Provivions:

After the successful Vendor is selected, a fornsal contract docurnent will be executed between
the Stats and the Vendor, Tn addition, the RFQ and the Vendor's response will be included ag
purt of the contract by reference. The order of precedence is the contract, the RFQ, and the
Vendor's Quote in response to the RFQ.

341  Governing Laws & Compliance:

This contract shail be gaverne& by the laws of the State of West Virginia, The Vendor further
agrees to comply with the Civil Rights Act of 1964 and all other applicable Federal, State, and

local Government regulations.

1.4.8  Compliance with Laws and Regulations:
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‘Ihe contractor shall procure all necessary permits and Hoanses to comply with all applicable
laws, Federal, State, o munjcipal, along with all regudations and ordinances of any regulating
body.

The Vendor shall pay any applicable sales, use, or personal property taxes arising out of this
contract and the transactions contemplated thereby, Any other faxes levied upon this contract,
the transaction, or the equipment, or services delivered pursuant hereto shall be bome by the
contractor. 1 is clearly understood that the State of West Virginia is exemnpt from any taxes
regarding performance of the scops of work of this contract.

3.4.%  Subcontracts/Joint Ventures:

The Vendor is solely responsible for all work performed under the contract and shall assume
prime contractor responsibility for alf services offered and products to be delivered under the
terros of this contract, The State wili consider the Vendor to be the sole point of contact with
regard to all contractual matters. The Vendor may, with the prior written consent of the State,
enter into written subeontracts for performance of work under this contract; however, the
vendeor 1 totally responsible for payment of the subcontractor.

3.4.10 Term of Contract & Renewals:

This contract will be effective {date set bpon award) and shall extend for the period of one (13
year, at which time the contract may, tipon mutual consent, be renewed. Suchrenewals are for
a period of up to one (1) year, with & maximum of two {2} ote year renewals, or tntil such
reasonable time theraafter as is necessary to obtain a new coptract. The reasonable time period
shall not exceed twelve (12) months. During the “reasonable time” petiod the vendor may
terminate the contract for any reason upon giving WORKFORCE West Virginia ninety (90
days written notice. Notice by Vendor of intent to terminate will not relieve Vendor of the
obligation to continue to provide services pursusnt to the terms of the contract.

Any change in Federal or State law, or court actions which constitute binding precedent in
West Virginia, and which significantly alters the Vendor's required activities or any change in
the availability of funds, shall be viewed as binding and shall warrant good faith re-negotiation
of the compensgation paid to the Vendor by WORKFORCE West Virginia and of such other
provisions of the contract that are affected. If renewal of this contract for services in
subsequent years cecurs, the contract change order will sontain the delivery dates for the
renewal period as specified in Attachment B. If such re-negotiation proves unsuccessful, the
contract may be terminated by the Stafe upon written notice to the Vendor at least thirty (30)
days priar to termination of this contract,

3.4.11 Non-Appropriation of Funds:

If WORKRORCE West Virginia is not aliotted funds in any succeeding fiscal year for the
continued use of the servics covered by this contract by the West Virginia Legislature,



WORKFORCE West Virginia muy terminate the contract at the end of the affected current
fiscal period without further charge or penalty. WORKFORCE West Virginia shali give the
vendor written notice of such non-atlosation of funds as soon as possible after WORKFORCE
Weast Virginia receives notice. No penalty shall acerue to WORKFORCE West Virginia in the

event this provision is exercised.
34.12 Contract Termination

The State may terminate any contract resulting from this RFQ tmpnediately at any time the
Vendor fails to carry out Hs responsibilities or to make substantial progress under the terms of
this RF(} and resulting contract, The State shall provide the Vendor with advance notice of
performance conditions which are endangering the contract’s contintiation. Ifafter such notice
the Vendor fails to remedy the conditions contained in the notice, within the time period
contained in the notice, the State shall isste the Vendor an order to cease and desist any and all
work immediately. The State shall be obligated only for servicas rendered and aceepted prior
to the date of the notice of termination.

The contract may also be terminated upon mutual agreement of the parties with thirty (30)
days prior notice. '

3.4.13 Changes:

If changes in seope of the original contract become necessary, a formal contract change order
will be negatiated by the State, WORKFORCE West Virginia, and the Vendor, to address
changes to the terms and conditions, costs of, or scops of work included under the contract.
An approved contract change order is defined as one approved by the State and the West
Virginia Attomey General’s Office prior to the effective date of such amendment. An
approved contract change order is requived whenever the change affects the payment provision
andfor the scope of the work. New and amended Federal and State regulations and
requiremnents may necessitate such changes. (No changes in scope are to be implemented
except with the approval of the State.}

As soon as possible after receipt of a written change request frome WORKFORCE West
Virginia, but in no event more than thirty (30} days thereafter, the Vendor shall determine if
there is an impact on price with the change requested and provide WORKFORCE West
Virginia a written statement to identify any price hmpact on the contract oy to state that there is
1o impact, In the event that price will be impacted by the scope change, the Vendor shali
provide a description of the price increase or decrease involved in irnplementing the requested
change.

NO CHANGE SHALL BE IMPLEMENTED BY THE VENDOR UNTIL SUCH TiME AS THE
VENDOR RECEIVES AN AFPROVED WRITTEN CHANGE ORDER,



THE VENDOR SHALL IMPLEMENT NO CHANGES IN SCOPE UNTIL SUCH TIME
AS THE VENDOR RECEIVES AN APPROVED WRITTEN CHANGE ORDER. TO
PROCEED ON VERBAL APPROVAL ONLY ISTO DO SO AT THE VENDORS OWN

RISK.
3.4.14 Mvoices, Progress Paymenis, & Retainage:

The Vendar shall subroit invotces, in srrears, to WORKFORCE West Virginia at the address
on the face of the purchase order labaled Invoice To pursuant to the terms of the contract.
Progress payments may be made at the option of WORKFORCE West Virginia on the basis of
percentage of work completed if so defined in the final confract. Any provision for progress
payments must also inchude fanguage for s minimurn 10% retainage until the finel deliverable
i accepted,

Progress payments are permitted. Vendor is reguired to identify points in the work plan at
whick compensation would be appropriate. Progress reports must be submitted to
WORKFORCE West Virginia with the invoice detailing progress completed or any
Jdéliverables identified. Payment will be made only upon approval of acceptable progress or
deliverables ag documented in the Vendor™s report. [nvoices may not be submitted more than
onice monthly and State law forbids payment of invoices prior to receipt of services. A 10%
retainage until the final deliverable will be applied to all progress payments.

3.4.15 Liguidated Damages:

According to West Virginia State Code 5A-3-4(8), Vendor agrees that Houidated damages shall
be imposed at the rate of $ 2,500.00 per day for failure to provide the audit report by the
delivery date as specified in the delivery schedule shown ss Attachment B for reasons
attribytable to the Vendor, Vendor will not be subject to liguidated damages if the reasons for
the failure are attributable to WORKFORCE West Virginia. This clause shall in no way be
considered sxclusive and shall not limit the State or WORKFORCE West Virginia®s right to
pursue to any other additional remedy to which the State or WORKFORCE West Virginia may
have legal cause for action including further damages and penalties against the Vendor,

3.4.16 Record Rerention (Access & Confidentiality):

Vendor shall comply with all applicable Federal and State of West Virginia rules and
regulations, and requirements governing the maintenance of documentation te verify any cost
of services or cormmodities rendered under this contract by Vendor. The Vendor shadl maintain
such records a minkmum of five (5) years and make available all records to WORKFORCE
West Virginia personnel at Vendor's location during normal business hours upon written
request by WORKFORCE West Virginia within 10 days after receipt of the request.

Vendor shall have aceess to private and confidential data maintained by WORRKFORCE West
Virginia to the extent required for Vendor to carry out the dtities and responsibilities defined in
this contract. Vendor agrees to maintain confidentiality and security of the data made availeble
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and shall indemmify and hold barmless the State and WORKFORCE West Virginia against any
and 2l claims brought by any parfy atimibited to actions of breech of confidentiality by the

Vendor, subcontractors, or individuals permitted access by Vendor.

Bid Requirements:
Mandatory Requirements

a. Independence _
Governmental auditing standards as required by the governmental
accounting office define independence in the second peneral standard
for governmental auditing as follows: '
“Iny al} mattars related to the audit work, the audit organization and the
individual auditors, whether government or public, should be fies from
personal and external impeirments to independence, should be
arganizationally independent, and should maintain an independent
attitnde and appesrance.”

The firm must provide an affirmative statement that it is independent of
WORKRORCE West Virginia and related systemis as defined by general
accepted auditing standards and the aforementioned governmental auditing
standards as promudgated by United States General Accounting Offices. The
firm must slso provide an affivmative statement that it is independent of the
State of West Virginia and any other component units of that entity as defined
by those same atandards.

In addition, the firm will provide an affirmative statement that it will review the
independence of all personnel within the firm assigned to this engagement to
ensure that they are independent of WORKFORCE West Virginia and the
State of West Virginia and its component entities,

In addition, the firm shall give WORKFORCE West Virginia written notice of
any professional relationships entered into during the period of the agreement
with any major contractors as defined in WV § 28.22.23. The firm will also
notify WORKEQRCE West Virginia in writing if any other matters come to its
attention during the engagement, which may impair its independence.

b. License to Practice in West Virginia
The firm and all assigned key professional personnel and all associated
and subcontracted firms must be licensed to practice in West Virginia,
In addition, the firm and alf associated and subcontracted firmg are in
good standing with the Usemployment Compensation Division of the
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State of West Virginia,

¢ Ouatity Control
The fourth general standard as set forth in governmental auditing
standards is promulgated by the United States Govermmental
Accounting Office states that “each andil organization conducting
audits in accordance with these standards should have an appropriate
internal control system in place and undergo an external quality control
review.”

“Fhe firm and all associated and sub-contracted firms have in place an internal
rmality control system to provide reasonable assurance that an adequate quality
standard will be maintained during the engagement, In addition, copies of the
firm or firms internal control document should be attached to the RFQ as well
as a copy of the most racent external quality control review or made aveilable

" withip 48 hours upon reguest of the agency. Should the written report of the

most recent external quality control review disclose significant mattors that
would leave doubts as to the ability of the firm to maintain quality control, &
writters explanation should be attached to say what steps have been taken by the
firm to improve their quality control procedures. The quality contro} review
should have included a review of specific governmental engagements.

The firm should provide with the bid or make available within 48 hours request
from the agency information on the results of any federal or state desk reviews
or field reviews of its audits during the past three years.

Firm Qualifications and Experience

The firm must have been in business in West Virginia at least 16 years and
have at Jeast S years experience conducting governmental audits and audits
under the Single Audit Act. The firm must currently have on staff at least 10
accounting professionals with at least half of those holding a CPA in West
Virginia or similar certification. Inaddition, the fiem should incorporateinto
the bid a list of those specific clients and engagements which they have
performed within the last three years that are similar in nature o
WORKPORCE West Virginia, including contact names and numbers where
available and appropriate. The state of West Virginia reserves the right to
contact these clients.

Should the firm intend to include any subcontracted firms the firm roust
provide the information for each subcontracted firm as for the primary fim;.
however, the primary firm will still be responsible for the resutts and
deliverables of the contract.
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Section Il Personne] Quatifications and Experience

The firm must identify the managing partner of the office from which the

- engagement will be performed. The contact information for the managing
partner must inglode the name of the managing pariner, his address, his divect
dial telephone number, fax number, and email address. This information is
intended for use in the unkikely event that WORKFORCE West Virginta is
unable to obtain satisfactory responses from the audit team and need 1o have
direct contact with management.

The firm: must identify the principal supervisory and management personnel to
be included in the engagement including the engagement partner, reviewing
parthers, managers, other supervisors and specialists, Al personnel musthold a
license to practice as a Certified Public Accountant in West Virginia.

The vendor must provide for eack of the aforementioned personnel a
resumge outlining the qualifications and experience including years of
experience in the auditing field and in the governmental sectors. Resumes
should be atiached to the bid response or made available within 48 hours
upon request of the agency. As a minivawm, each resume must include the

following:

" Number of years of total experience

" Numbers of years of experience in specific spegialties and 2
deseription of each specialty

* General certifications smd qualifications ebtained

*  Listing of relevant continuing professional education courses within

the {ast fhree years
o A list of those clients similar to WORKTFORCE Woest Virginiz for

which the person has performed a significant smount of work withia
the Iast three years

A chiefconcern of WORKFORCE West Virginia is the ability of the successful
firm to maintain the quality of staff agsigned to the engagement over the term of
agreement. The firm must clearly state what steps will be taken in order to
ensure the quality of staff over the term of the agreement,

All personnel assigned to the engagement must have at least one year of
auditing experierce in public accounting or 4 similar eavironment.

Subcontracted and jointly assoctated firms cap only be added, dropped, or
changed with the expressed written permission of WORKEFEORCE West
Virginia, which retained the right to approve and reject these changes.
Personnel assigned to the engagement by subcontracted or juintly associated



firms raust go fwough the same approval process as the primary firm's
personuel discussed above. Any changes regarding a subcontractor must be
made via a contract change order and subject to approval of the State
Purchasing Division.
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COST QUOTE FOR AUDIT SERVICES @O?OW desie

Classification Estimated Hours Hourly Rate Cost

Partney 20 X

Manhager 25 X

Supervisor 15 X

Seniors 83 )4

Staff 78 X

Clerical 10 X

Oiher  {dentify) 15 A

Totzl all-inclusive fee for {project) b

COST QUOTE FOR ADDITIONAL ACCOUNTING AND AUDITING
CONSULTING SERVICES

Classification Hourly Rate

Partner
Manager
Supervisor
Statf
Clerical
Other

AH hourly rates must include all trave! and cut-of-pocket expenses,

COST QUOTE ¥FOR ADDITIONAL AGREED UPON PROCEDURES
SERVICES (Based upon Distance from Charleston, WV)

Hourly Rate
Classtfication Less than At least 100 but not More than
100 htles more tha 200 mites 200 miles
Partner
Manager
Supervisor
Stafl
(Clerical

Other




Attachment B

BUREAU OF EMPLOYMENT PROGRAMS

TIMETABLE FOR COMPLETION OF AUDIT

Required Submission or Event

Required Completion/ Submission Date

Entranve conderence Before Tune 23, 2006
Detailed audit plan July 17, 2006
Field work to begin On or after July 17, 2006

Draf of WORKFORCE West Virginia reports
sm_d financial statements for review

Septetﬁbe:r 1, 2006

Revised draft with afl requests changed and
modification of WORKFORCE West Virginia
reports and financial statements for review

September 8, 2046

Draft submitted to the Financial Accounting and
Reporting Section (FARS) of the Depurtment of
Administration with copies to the Deputy
Executive Director of Admivdstration of
WORKFORCE West Virginia

September 15, 2006

Unsigned final draft with all modifications to
WORKFORCE West Virginia management for
final review

October 9, 2006

Final signed report for WORKFORCE West
Virginia submitied to WORKFORCE West
Virginia and to the Financial Accounting and
Reporting Section of the Department of
Administration

Oetober 16, 2006
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West Virginia Code §54-3-10a states:

No contract or renewal of any contract may he awarded by the state or any of its political subdivisions o any
vendor of prospective vendor when the vandor or prospective wendor or & related parly fo the vendor of
prospective vendor is a deblor and the debt owned is an amount greater than one thousand doliars in the

aggregate,

DEFINITIONS:
“Debt” means any assessment, premium, penally, fine, tax or other amount of money owed to the state or any

of its political subdivisions because of a judgment, fine, permit viclation, license assessment, defaulted
workers' compensation premium, penaily or other assessment presently definquent or due and required to be
paid to the state or any of is poliical subdivisions, including any interest or additional penalties accrued

thareon.

“Nehtor means any Individual, corporation, partnership, association, imited liability company or any other form
or husiness association owing a debt to the state or any of its political subdivisions,

“Political subdivision® means any county commission, municipality, county board of education; any
imatrumentality established by a county or municipality, any.separate corparation or instrumentality established
by one or mote counties of runicipaliies, as parmitted by iaw, or any public body charged by faw with the
performance of a governmant function or whose jurisdiction is coaxtensive with one or more counties of

municipalities, .

‘Ralated party’ means a parly, whether an individual, corporation, partnership, assoclation, Benited Rability
company of any other form or businass association or other entity whatseever, related to any vendor by blood,
marriage, ownarship or confract through which the party has a retationship of ownership or other inferest with
the vendor so that the party will actually or by effect receive or controt 2 portion of the benefit, profit or other
consideration from performance of a vendor confract with the parly receiving an amount that reets of exceed
five percent of the {otal contract arnount,

EXCEPTION!
The prohibition of this section does not apply where & vendor has contestad any tax administered pursuant to

chapter sleven of this code, workers' compensation premium, permit fee or anvironmentad fee or assessment
and the matter has not bacoms final of where the vendor has entared info a payment plan of agreement and
the vendor is not in default of any of the provisions of such plan of agreement.

LICENSING:
The vendor must be licensad in accordance with any and all state requirements to do business with the state of.

West Virginia.

CONEIDENTIALITY:
The vendor agrees that he or she will nol disclose to anyone, directly or indirectly, any such personally

Identiiable information or other confidential information gained from the agency, uniess the indvidual who is
the subject of the information consents to the disclosure in wiiting o the disclosure is made pursuant fo the
agency's policies, procedures and rules. Vendors should visit winw.state.wv_usfadminipurchaselprivacy for

iha Notice of Agency Confidentiglity Policies.

Under penalty of law for false swearing (West Virginia Code, §81-8-3), it is hereby certified that the vendor
acknowledges the information in this said afficavit and are in compliance with the requirements as stated.

Vendors Name: :5u.ﬂ*l @, N Stodna Ler \ PLL-C

Authorized Signature: /fa&& 2(9 EA{IMA_,PM __Date: & ! & j &m{p
bo Dbt ARIgavit f’;,! (/}ﬁ___ P

Hatiaed § 200006
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Attachmant 4 ﬂ}{}z
Response to Question 2 :

Funds Activity YTO Reavenpa YTE Exnandituras

£08 71 8.00 80,6550

608 242 .00 2,338,874.55

Baa g7g 0.00 537,984, 14

B&zg 84 0.00 19,584,327.09

5888 5583 128,338,709 0.00

ggas 00 20,080 487 51 0.0
J— g 8 292

NOTE: There are no significant increases in assels and labiliies. These federal doliars
are comprised primartly of WIA but it has others as well,
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Whst itginia Sacaties Direcin

January 24, 2006

Ora §. Padgen, Grant/Contract Officer
Biviston of Resolation and Appeals

. 5. Department of Labor

Emptoyment and Training Administralion
200 Consritution Avenme, MW,
Washington, DC 20210

BE:  Abdil Report Mo 21-05-531-03-3%0
Aundit Pariod: 7EA03 through /30104

Dear hs, Padpett;

We have received and teviewed your initial determination for the findings related ko the above referenced
andit, Afer carefully reviow and consideration we have datermined that we agree in pirt and disagres in
part with this initial determination. We wonld like 1o sttempd (o resolve the remaining itemy throtgh the
tnformal resohution procass, For the sake of churity I am refeming my responses below to the finding
mairnber references in your fester of Movember 8, 2005, -

Finding No. 1 (2004-32} Cirant Admalnbstration

Warkforce West Virginia has now Rdly reconefied the SEFA schedule as of June 30, 2005 and bat 2
finanaial systermn to ensure that it s fully reconsiled on an an-going basis, We tre attaching & copy of vur
work papers, which waere provided, 1o our auditors documenting the reconsitiation 1o the State of West
Virgitia statowide acsounting system (WVFIMS), If you need additionat doctmantation information,
please give me  call. We have reeaived the draft finding for the year ended Jupe 30, 2005 and they

eonsider this saue resobved,
Finding No, 2 (2435 Cash Mansganment

We coneur with the im#ial deteomination on (ns finding. Just 1o update you oh owr efforts, the WA Fisaal
Handbook, which contatus the cash management palicy, will be issued 1o 2Hl WIA subreci phente this week.
We are in the process of scheduting WA fiscal trajning in hnte April for all subraipient fisca] officers.

Finding No. 3 (2004-34} Subreciplent Moitoring

Flueal wnd Adminbatreliva Managemant Division
$12 Callleonia Avinna, Shadenton, West Vigink 1RH08-0112
e R 1A LR AL A

e ual oot Ninkateg acling ampayTr 000 poarky of ifu Eugrartment &f Comirere
L. Thomaz fotts, Cebiral Seceelany
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We contr with the initie] determination on this finding. We pré prepated to make payment 28 5a0n a8 W
are provided with rermittaticn inshroctions. We are aleo in the process of estblishing procedures 1 ensure
that audits are received and reviewsd in & graly manner anid the issues vaised in those reparts are resolved
it 5 timely manner. We have also bagun meking on-site monitoring vighs to roview poth fiscal and
programmatic operation i an effort to deteel and resobve issue a3 early ay pussible.

Finding No. 4 (2004-35} Federal Performance Reporting

We concur with the injtial deterntination on this finding

In closing, 1ot me apotogizs for the time that kas elapsed in providing this response. We huve had key
fiscal steft retire receniby snd your correspandence was mispleeed in the transition. IF you heve questions
ur need additions] information, please da nof hesHake 10 give me a call af 304.558-2631 or e-maif me at

IS WYOTE

espeetfiatty Yours,

WMark 8. Miller
Bepaty Exectitive Direttor of Adenioistration

Attachumenis

hShifog

LLATIERE S RN T R VTR TR APES A e R LT o O]
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Jonaary 24, 2006

ez § Padgent, GramdContract Offlcer
Division of Resolution and Appaals

15 8. Departimant of Labor

Employment and Training Administeation
200 Constittion Avenns, NUW,
Wachington, DT 20210

RE:  Audi Report No: 21.05-331-03-340
Audit Poriod! T through S04

Dieor Ms. Padgett:

We have received and reviewed your inkial determination for the fndings related to the above referenced
audit. Afler carefully review and consideration we have determined that we agree by parl and disagree in
part with this inftinf datermingtion, We would like to atterpt to resolbve the remaining items through the
infureal reselution process. Bor the sake of charity | am refesring my rosponses below (¢ the finding
number referentos jn your fetter of November 18, 2005, -

Finding Mo, | (2004-32} Cirant Adnyinisiralion

Warkforce West Virginka has now fully reconciled tie SEFA schedule as of June 30, 2005 and hos &
financial system to snstre that 1t is fully reconciled on en on-going basis, We are atlaching 2 copy of obe
work papers, which were provided, 10 our auditors documinting the reconciliation 10 the State of West
Virginia starewide accounting system {WVFIMS). If you nesd additional documentation infornation,
pledse ghve me a call. We have recetved the draft finding for the year ended Junc 30, 2005 and they

consider this issue resodved,
Einding Mo, 2 (2004-33} Cash Managernent

Wa concur with the iniial determination on (his finding. Just to update you on gur efforty, the WiA Figcaf
Handbook, which contains ths cash management pollay, will be jasued to alt WIA subrecipients this week,
We are int the process of sehednling WEA fised] taining in late April for 2l subrecipient fiscal offteers.

Finding Mo. 3 (2004-34) Subreciptent Mondtoring

Eeat and Admintsirativa Manegament Dlvieien

142 Cyffnta Avonts, haraioa, ¥Wast Vigisis 253000412
D g oEpbad + g worblote vy, il

e eigeal e iani et e action smporer and Bgancy o tha Dapadaeat of Commpine
L. Thoemal Bobs, Caldnge Fodimiory
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We coneur with the initis] deteomination on this finding. Wea are prepared fo make paymnent 45 soon 22 we
are provided with remittance instruetions. We are also in the prooess of estebiishing procedures lo ensun
thet sdits are receivad and reviewsad in » tmely manner and the ssnes zaised In those reports sre rasohved
i a timely manner, 'We hivve slso begun msking or-dlie monitoring vishs to review bath fiscal and
programynalis operation in an effost to detect and resobve issus a3 early a8 possible,

Finding Mo. 4 (200438} Federal Performance Repasting
We contur with the Initial determinaton on this fading,
Is elosing, et me apolopize for the time that has elapsad in providing this response. Wao have hadd koy

Bispat staff retire recently and your correspondenss was misplnced in the tianshion. I you have guestions
or need addittona! information, please do not hesitate to pive me a coll ot 304-558-2631 or e-maif me nt

i Beritwvorkforeews. oes, :

cepectfistly Yours,

Barle B, Mitler
Deputy Exceutive Deector of Administration

Ataghrnents

WSty

A el LA B T PGl Brpari e 2t 11 R4



BEPIS035 Questions and Response

. How will the lowest prise under the RFQ be determined when you requirs a fixed

fue quote for one service type and an hotrly rate scalo for a4 second and third
service type when there is no estinated hours or scope of services provided for the
second and third service types? For exampls, assume the hourly rate submitted by
Firm A is higher on average than the hourly rate submitted by Firm B, butthe
audit fee services cost submitted by Rirm 13 is higher than that submitted by Firm
A. Given that no scope or estimate of hours 18 provided for the hourly rate
servites, who would be considered the Jowast responsibie biddar?

Response: Lowest price for this RFQ will be determined by the cost of the
andit. The agoney reserves the right not to use this award for other services
Bt to bid. for specific services if the agency deems necessary.

. What is the anticipated audit scope impact (additionsl revenues, expenses, asseis,

and labilities) during the Hseal year 20067 Furthermore, there were significant
issues which resalted in & qualified opinion regarding complignce for the WiA
faderal program administered by the Governor's Workforce Investment Division
i the prior year. What changes have been put into place by WORKFORCE West
Virginia to begin correcting the significant issues which resulted in this
qualification of the auditor’s opinion?

Response: For the first part of this question, see Attachment 1. For the
secont part of this question, see Attachment 2.

. Does the fixed fes requirement in section 3.2.6 above apply only to the audit

services, or does it apply to the accounting and auditing consuhtations hourly rate
scale?

Response: Fixed fee applies onrly to the audit. All other services shail be
kased upon the hourly rate proposed.

. How will these dates be modified given that the propossls are not due until june

22, 2006 and under the State’s purchasing regutations work carnmnot be started until
we have received the stgned finad purchase order for services?

Response: Ardif miust he start ASAP after sward.




EE

womoN W

LAl

14,

13,

14

GENERAL TERMS & CONDITIONS
REQUEST FOR QUOTATION {RFQ) AND REQUEST FOR PROPOSAL (RFP)

Awards wil ba mads in the bes! Inlerest of Lhe State of West Virginia,
The Stake may accep! of taject In pard, of in whole, any bid.
All quatations aro governod by the West Virginia Code and the Legisiative Rules of the Purchasing Divislen.

Prior to any award, the-apparant succassiul vendor must be properiy rogistered with the Purchasing Diviston and have
paid he rogulred registration fee. (Efoctive Juno 8, 2006, \he toe Wil change lrom $45.00 to $125.00 pursuant 1o
Fiokese BH 40210

Al servicos partormed or geods delivared undar Stale Purchaso OrdtursiCaniracks are to be comthiued for the term
of the Purchase OrderContract, contingent upan funds being appropriated by the Lagisiature or olhenvize baing
made avallabla, in the sven! funds are not appropriited of olhanvise available for thesa services of gobds, this
Purchase OrdoariCoptract becomes vold and of no offact after June 30.

Paymant miy Grly ba made slter (e dethvaly and acceplante of gants ar Sanvices.

Interest may be paid for kate payment in accordance with the West Virginia Cotle,

Vendor preterence will be grantod upon writlen roquast in accordande with the West Virginly Code.

The Slats of Wast Virginia is axempl from fodacal and slate taxes and will not pay or relmibiirse stoh taxes,
the Diractor of Purchiging may cancst any Purchase OrdariContract upon 30 days writtern nofice to the seller,

The laws of he State of West Viesinia and the Legfsfative Rufes of the Purchasing Divislon shalt govern all rights
and duties under the Contract, inchudlng withoid Fimbadlon the validiy of this Purchase OrdeniConlract,

Any relorence to automatic renewal |s hereby datetod. The GCorntract may ba renawad only upon mutuat wsitten
agraomanl of the paries,

EANERLUFTCY: I he avent the vendarfoontiacior filos for banfrupioy rralaction, B contracl is autematically
nult sud vold, and 18 terminated without further ordar,

HIPAA Business Associate Addendum - The Wast Viginka Stala Governmant HIPAA Business Associate
Addendum (SAAY, approvad by the Attomey Genarsf, and svaitabia ontine af (he Purchasing Division's web she
(hittp i state, we.uafagniinfpurchasely refipaahtm} is hareby made ban of the sgraament. Provided thal, e
Agarey meels the dolinitton of & Coverad Entily (45 CER §168,103) and will be disclasing Protectad Motk
informatlion {45 GFF §160.103) 10 the vandor,

@ @, » e

INSTRUCTIONS TO BIDDERS
Lise the quolation forms provided by he Purchasing Division.
SPECIEICATIONS: hams olfored must be in compliance with the specilications. Any deviation lrom he spacifications
sust be olaarly indicuted by the tidder, Ahamalos oflared by the biddar as EQUAL to the specilications mus! be

clearly dafined. A bidder oftering an allernate should attach campiate specifications and literature 1o the bid. The
Purchasing Division may waive minor deviations fo speciiications.

Gomplete a8 goctions of the quotation ferm.
Linit prices shall pravad! in cases of dlacrapandy.
Al quitattons are considered £.0.8, destination unlass allermate shipplng lerms are choarly idantilied in tha quotation.

GUPLICATE BINS: Al quotations must be delivered by the bidder 1o the respoctive oflitos Kalwd below prior to the
dute and ime of the bid opening, Failure of the bidder to deliver the qiolations on thma whit pasall in bid disqualiffeations,

ORIGINAL SHGNED BID TO: BUPLICATE B 70:
Departmant of Administration State Auditor's Olffice

Furchasing Bivision Bid Obsarvar

2019 Washinglon Sireat East Bulding 1 Room W14

Post Office Box 50138 1000 Kanawha Botlavard, East
Charleston, WV 26305-01 30 Charbaston, WV 28305-0230

NETICE: Hoginning June 8, 3008, thure i no nasd to submit 4 duplicats bid 4o the State Audiory Office pursyent lo Mousa Sk 4031,

Hov, QEQBR2O06
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SUTTLE & STALNAKER, PLLC
Cuality Controf Document
Effective 2005

The firne’s quality contral policies and procedures for the five elements of guality control are
presented on the following pages, All members of the firm are responsible for understanding,
implementing, aad adhering to these policies and procedures. :

The firm is a member of the American Institute of Certified Public Accountants (AICPA)
Governmentsd Audit Quality Center {Center) and the AICPA Employee Benefit Plan Audit
Guality Center {Center) and has agreed to establish policies and procedures specific to the finn’s
sovernmental audit practice {as defined in the membership requirements) and ity BRISA

_ employee benefit practice to comply with the applicable professional standards and the

memberships reguirements of the respective Centers, These policies and procedures ave

- documented and communicated by this document, -

As required by the membership requirements of the respective Centers, it is the policy of the firm
that af} eligible audit partners be members of the AICPA. 1t is the responsibility of Divector of
Audit that each audit partner be advised annually that AICPA membexship is mandatory. Also, as
required by the membership requirements of the respective Cenfers, the partner group ancually
designates the Director of Andit which will assuse firm-wide responsibility for the quality of the
firm's governmental audit practice and the ERISA employee benefit plan audit practice.

Any questions, concerns, of recommendations about our gualify control systermn should be
comtutiicated to the Director of Audit.

¥. Independence, Intogrity, and Objectivity

it is the poley of our firm that ail professional personnel be familiar with and adhere to the
independence, integrity, and objectivity rules, regulations, interpretations, and rulings of the
AICPA, the State of Wesat Virginia Board of Accountancy, the West Virginia Society of
CPAs, and State statutes, Furthermore, it is the policy of our fion that, for engagements that
are subject to Government Auditing Standards and other regulatory agencies, all professional
persennel be familiar with and adhercs to the independence rules included in those standards
and that personnel will always act in the public inferest. In this regard, any transaction,
event, circumstance, or action that would {mpair the firm’s independence or violates its
integrity and objectivity policy, on a compilation, review, andit, or aftestation {including
forecast or projection) engagements is prohibited. Although pot necessarily all inclusive, the
foltowing are considerad to be prohibited transactions: :

1. Investments by any owner or professional employee in a client’s business during the

period of a professionsl engagement.
4

2. An imvestment in an entity or property by any of the following individuals and the client
{or the client’s officers or directors, or any owner who has the ability to exercise
significant influence over the client) that enables them fo comirol (as defined by
Accounting Principles Generally Accepted in the United States of America (GAAP) for
consolidation purposes) the endity or property:



ponsolidation purposes) the entity or propurty:

a. An individual on an atlest eugagement team (including an audit; Swtement on
Standards for Accounting and Review Services (SSARS) revicw, or examination,
review, or agreed-upon procedures under the AICPA attestation stamdards}.

b, An individual in a position 1o influence the attest engagement by doing sny of the
following:

i, evaluating the performance or recomnending the compensation of the attest
engagement Owner,

H directly supervising or managing the attest engagement owner and alt of thut
owner's seperiors,

fit,  consulting with (he attest engagement icam about technical or industry-related
tsgues specific (o the engagement, O

iv. participating in or overseeing quality control activities, including internat
monitoring, with respect 10 the altest engagernent,

. An owner o manager who provides nongticst services to the attest clicnt beglnuning
once he provides ten or more hours of nonattest services 1o the client within any
fiscal vear and ending on the later of the date:

i, the firm signs the report on the financial statements for the fiscal year during
which those services were provided of,

it,  he no longer expects to provide ten or more hours of ponattest services 1o the
attest client on a recurring basis.

4. An owner in the office in which the lead attest engagement pariner primarily
practices with respect to the attest engagement.

Borrowing from or loass to @ chient, or client’s personnel, during the period of a
professionat engagement by mmy of the individuals fisted in items 24.-d.

Accepting cash or gifts from o client (with the cxception of noncash token gifts of
nontnal valuge.)

Certain family relationships between professional persopmel and client persomel.
(Consult the Director of Audit for 2 ruling on these.}

Notwithstanding the preceding policy and Hst of prohibited transuctions, &t the Director
of Audit’s discretion, certain prohibitions can be waived if it Is deemed 10 be in the best
interest of the firm, However, in so doing, the engagement service performed for the
client noust be limited to that atlowed by AICPA professional Hterature,



The procedures listed below should be followed to ensyre compliance with this policy!

i,

All professional personnel are required to sige o representation letter when hired
fand anouatly thereafler) that acknowledges their familiarity with the firm's
independence, integrity, and objectivity policy and procedures. Independence and
ethics training is provided for alf personnel, nosmally at least every three years,
Such training covers the firm’s independence and sthics policies and procedures
and the independence and ethical requirements of all applicable reguiators.

All professional personnel are required to netify the Director of Audit of any
potential probibited transaction or viokition of an independence Integrity, or
objectivity rule ag soon as they become aware of such 8 situation. To acknowledge
that responaibility, all professionsl personncl are required when hired (and annually
thercatter} fo sign a tepresentation letter and to kst situations they know of that
could impair our firm's independence or that violate it integrity and objectivity
policy. {The firm libravy containg the authoritative rules on independence, integrity,
and objectivity that govern our firm, That literature sad the advice of the Director
of Audit should he consulted when an employee is not sure if & ransaction, event,
circtumstance or action should be reported.}

All professional personnel ate required to review the fimm’s chent list annually for
nossible violations, The st of clients is maintained by the Office Manager/Internal
Accountant snd additions to the lisl are copimunicated on & titmely basis by a
memorandum from the parter group. When hired {and amnually thereafter), all
professional personnet are required to sign a representation letter that confirms this
respansibility.

If our firm is engaged as principal auditor and another finm is engaged 1o andit 2
subsidiary, branch, division, govermmental component unit, or to perform
procedures on an slernent or account grouping within a cHent’s {inapcial statement,
the engagement team is required to obtain a wiitien representation regarding the
other firm's independence with respect to ow client. The auditing manuals used by
the firm contsin exampies of representation lefters to use in such situations.
Furthermore, in a review, forecast, projectitn, or attestation engagement, if another
firm performs work on a segnent of the cngageraent, a ropresentation (either
written or oral} regarding the other firm’s independence is required. The
engagement programs used by owr firm should contain steps to ensure compliance
with this procedure.

The engagement owner (or the in-charge accountant under thal owncr's
supervision) has the primary responsibility for determining if there are unpaid fees
on any of their clieats that would impair the firm’s independence. The engagement
work programs and standard forms used by the firm contain steps to ensuee
cotnpliance with this procedure. The firm’s cliont accounts reccivable listing and
the engagement owner's knowledge of any unbilled fees should be considered in
making this delermination, In addition, the Director of Audit hus the sccondary
responsibitity to review the firm’s accounts receivable listing on 2 periodic bagis to
identify potentiat independeace problems.



6. The engagement owner has the primary responsibiiity to identify all nonattest
services performed for an attest service client (including services performed by
eutities elosely aligned through common employment) and for determining if such
nonattest services impalr independence with respect fo thut. client. Where
applicable, this incudes determiping whether such nonattest (nonaudit) services
impait independence under the independence rales in Govermment Auditing
Stancharels for ongoing, planned, and future avdits. Fire engagement work
programs for alf attest, as well as compilation, engagements; include steps to ensure
complisnce with this proceduare,

7. The Director of Audit is responsible for obtaining the representation letters,
reviewing for completeness, and for resolving questions relating to independence,
integrity, and objectivity matters, (including questions from the representation
fetters and those from other sources) and i3 svailable to provide guidance. In so
doing, the Director of Audit should, when necessary, consult the AICPA or the
West Virginia Society of CPAs for assistance it interpreting indepeadence,
integrity, and objectivity rules. Documentation of the resolution of an
independence, integrity, and objectivity matter should be filed in the client's
pesmanient workpaper files. The Director of Audit is also responsible for
deternyining the actions to be taken when professional personnel violate firm
independence policies and procedures, The action for each incident is determined
based on its unique circumstances and may include climinating a personal
impairment, additional taining, reprimand [ettey, or termination.

8. The Director of Audit is also responsible for monitoring the firm’s independence of
attest clionts at which owners or other senior persommel have been offered
management positions or have accepted offers of eraployment. The independence,
integrity, and objectivity quastionnaize used by the firm and the client acceptance
checklists used by the firm ip attest engagements inchude questions to help ensure
compliznce with this engagoment,

$. To ensure that our frm’s independence is properly considered at the engagernent
fevel the work proprams and standacd forms in the accounting and auditing
manuals used by the frm contain steps that require a determpination of
independence on cach new and recurdng clicpt. Furthermore, these manuals
contain reporting guidance for those types of engagements where a lack of
independence is allowed, :

10. At least anvuaily, the quality coptrol director (Director of Aud#) reviews owr
independence, mtegrity, and objectivity policy and procedures to determine if they
are appropriatc and operating effectively, This review is performed and
documented by completing the applicable section of the Monitoring Questionnaire
in Chapter 12 of the PPC's Guide to (Quality Controf or in minutes to the anmual
ownets’ meeting or in a separate menw. Chaanges, if necessary, o the system are
made based on the results of the review. '

{1 Personmel Management



A,

Hiring

1t is the policy of our firm that hiriag decisions for our professional staff be based on an
objective evaluation of ouwr personnei needs, that hirees possess the appropriate
characteristics to perform competently, and that new employees be adequately informed
of the firm’s policies and procedures. The procedures listed below are foliowed to
ensure corpliance with this policy:

i.

Periadically, the owners sssess the personmel needs of our professional staff by
considering, among other things, criteria such as our current clientele, miticipated
growth, porsonnel turnover, individual advancemen(, current staff workioad,
guality of fife, and retirement. '

In fulfilling our hiring plans, we seek to employ individuals with high lovels of
inteHigence, integrity, motivation, and sptitude. In this regard, we normally hire
college graduates whose academic training will enable them to ke the CPA exam,
However, we will hire paraproféssionals who do not possess a college degree, bul
whost accounting experience and personal quatifications indicate a likelihood of
adequate abilities.

Determination of the techaiques to be used to recruit potential hirees and actuat
emploviment decisions wili be made by the owners. Gther personnel who are
invoived in the hiring process witl be infarmed of the techniques to be used.

When cvaluating a prospective smployee, we consider, among other things, an
individual's grade point average, coliege course concentration in accounting and
related courses, personal achievements, work experience, and persogal interests,
The degree to which college transeripts, work references, and other qualifications
are investigated is loft to the discretion of the owners, the true fest being the
individuals’ performance under the supervision of a competent employee.

The firm’s personnel policies and procedwres relevant to applicants and new
smployess are communicated 1o them, .

Al least aunpuafly, the quality costrol director reviews owr hiving pohicy and
procedures to determine if they are appropricie and operating effectively. This
review is performed and documented by completing the applicable section of the
Monitoring Questionnaire in Chapter 12 of PPC's Guide to Quality Contrel or in
minutes to the mnual owners® meeling or in 2 scparate memc Changes, if
neeossary, to the system are made based on the results of the review.

Agsiepine of Personnel

It is the policy of our finn thel personnel (including owners) be assigned to
engagements in an objective manner to achieve a proper biend of techmical expertise,
supervigion, staff wilizetion, staff on-the-job iraining, and client satisfaction. The
procedures tisted below are followed o ensure compliance with this policy:



Periodically, the owners assesses the competencies thut owners (or other persons}
who are responsible for supervising atiest engagement and sigaing (of suthorizing
other individuals to sign) aticst engagement reports should possess. This
assessrnent inchudes:

An understanding of the firm’s systern of quality controt and the Code of
Professionsl Conduct.

Ap understanding of the performance, supervision, and reporiing standards at
the tevel of service to be provided (Le. audit, review, and compilation).

An understanding of the applicable accounting, suditing, and attestation
professional  standards, including those directly related to sny special
industrics.

An enderstanding of applicable industries and each industry’s organization and
aperating characteristics sufficient to identiy high or unusual risk arcas and 1o
evafuate the reasonableness of indushry-spacific estinmates.

proficiency and seasoned judgment in discharging assigned responsibilities.
When applicable, an understanding of how an organization is dependent on or

enabled by information technologies and how the informstion technology
systems are used to record aud maintain financial information,

Periodically, the audit owners and audit managerfsupervisor assesses the staffing
{including owner assignments) requirerents of each client, and develops a staff
assigument plan, Any considerations that cmerge from this assessment that affect
the hiring plans of the firm sre communicated to those responsible for hiring. In
making safl agsignements, consideration is given to factors such as:

i

b.

The engagement type, size, significance, complexity, and tisk profile.

Special expertise and experiencd required for the cogagement (familiarity with
the industry).

New or emerging professional literature or regulations that may atfcet the
sngagement,

Recent continuing education relevimt to the services to be provided and, if
applicable, the industry. For example, staff who may have met the continning
education requirements of the Government Accountability Office’s (GAG)
Government Auditing Standardy.

The timing and length of the cagagement.

The continuity and periodic rotation of the staft.



g.  Opportonities for on-the-job trainiag,

b, Proviously demonstrated competencies (inchuding consideration of the results
of monitoring, inspections, peer reviews, and recent evaitations).

i, Personnet availability and the involvement of supervisory personnel,

j-  Situations where possible conflicts of intorcst, objectivity, or independence
problems may exist, including where applicable, circumstances where the
assigned staff is not independent under Govermment Auditing Standards.
Government Auditing Standards preciudes personnel who provided the
nonaudil services from planning, conducting, or reviewing asudit work of
subject matter involving the nonaudit sarvice under the overarching principle
the anditors cannot sudit their own work.)

k. The degree of suptrvision required by cach mesmber.

1 MNon-CPA owners cannot be ultimately responsible for any financial statement
attest or compiiatioft engagerent,

The staffing plan is circulated to all exoployees {or, shematively the statf
assigriments ate periodically posted on the firm intranet, or staff azc made aware of
their assignments by verbal commusaications from their immediate SUpETVisor}.

3. ‘The firm recogaizes thal many modifications to the staff assignments schedule will
be required because of changes in cliont ciroumstances that affect the compelencics
appropriste for the client engagement, ongoing consideration of cormpetencies
posscssed by firm owners and personnel assigned to particular engagenients,
addition or loss of clients, siaff turnover, delays in the timing of work, or ather
unforeseen events, Modifications are based on an informal meeting of the owners
affected by the changes snd afler a reconsideration of the planping factors
discussed in steps | and 2. Any disputes regarding assignment of personnel are
resolved by the partner group. Members of the staff are informed orally of staffing
changes and new assignmennis,

4. At least anmually, the Director of Aundit reviews our policy and provedures for
assigning personnel, inchuding the corpetencics and considerations fisted at steps |
and 2, to determine if they arc appropriate and operating offectively. This review i
perforned and documented by completing the applicable section of the Maonitoring
Questiennaire in Chapter 12 of PPC's Guide to Quality Conirol. Changes, or it
nrinutes to the annual owners' meeting or in 4 separate memo. Changes, if
neoossary, to the system are made based on (he resubts of the review.

£ Professional Development

It is the policy of eur firm that all professional personnel comply with the contiming
professional education requirements of the AICPA, the West Virginia State Board of



Accountancy, the Govemmental Audit Quality Center, the Employee Benefit Plag
Audit Quality Center, the 1.8, Government Accountability Cffice, and other regulatory
agencies if applicable; that alf professionul staff rosintain an adequate swareness and
understanding of current developments in technical literature; and that all professional .
stuff assist in the training and development of staff members under their supervision.
The procedures listed below are followed to ensure compliance with this policy,

. Annually, the owners assess the firm's contimwing professional cducation (CPE)
needs and plen our professional development program (PD} after considering,
smong other things, CPE activities that interest each nrofessional; the number of
hours needed by each professional to comply with the CPE rules governing ows
firm; sach professional’s level of experience, cliont responsibilities, and prior CPE
taining; néw or emerging technical Herature; and the firm’s needs for specialists
or experts in 4 particnlar industry or gervice ares.

2. The Owners monitor employee progress toward meeting the CPE plan,

3. Ogply CPB alternatives that qualify for credit under the CPE rules that govern our
firmy will be congidered when planning our PD program. Such alternatives normally
inchude seminare and conferences sponsored by the AICPA, state sosiety, or other
professional organizations; setf-study courses, in-house semynars and prograns;
acting as an insteuctor o speaker; univessity or college courses; ang published
books and articles, and CPE courses. Specifically, when CPE hours are o b
fulfified by in-house seminars, warkshops, or discussion groups, those in-house
programs shoutd comply with the following standards:

g The program should maintain and/or increase the professional competence of
participants.

b. 'The stated program objectives should specify the level of knowledge the
participant should have attained or the level of competenice he or she should be
able to demonstrate upon completing the programm.

¢. ‘The education sndfor experience prerequisites for the program should be
stated.

A Participsnts should be informed in advance of pertinent course information.

e Only fhose participants with the appropriate level of education andfor
experience should atend the program.

£ The program shoutd be developed by an individual qualified in the subject
muatter and knowledgeable in instructional design.

g, Program materials should be technically asccurate, current, and sefficient to
meet the program’s learning objectives.

k. Before program materials are used, they should be reviewed to the extent
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necessary by a qualified person(s) other than the preparcr(s} 10 ensury the
program’s technival accuracy, currentness, and sufficiency to achieve leamiag
objectives.

i The reviewer's technical competence and knowledge of instructionsl desiga
shoutd at least equal that of the developer,

j. instructors should be qualified with respect to both program content and
teaching methods used.

k. The number of participants and physical facilities should be appropriate with
the teaching method(s) specified.

. Each program should inchude an effective means for evaluating guality.

Individuals who work on audits subject to the Guvernment Auditing Standards,
must obtain ai lcast 20 hours of CPE that directly enhances the auwditor's
professional proficiency to perform audits oF attestalion engogements every two
years. Individuals responsible for conducting substantiat portions of the ficldwork,
planning, directing, or reporting on audils subject to Goverrment Auditing
Siandarede must obtain 24 of those hours in subjects and topics directly related to
the governmen! environment, government auditng or the specific or unigque
eavironment in which the andited entity opurates. Al least 2¢ of the 80 hours must
be obtained annnslly.

Effective on June 30, 2005, the GAO provided additional interpretation of thoir
2003 CPE requirements. Under the new interpretation individuels assigned to
plaoning, dirccting, performing fieldwork, or reporung on audits or aftestation
engagements subject to Government Auditing Standards should meet both the 80
hour and 24 howr CPE requirements. The terms “planning” “directing,”
“performing fieldwork,” or “reporting” are dofined in the GAO's Guidance on
GAGAS Requiremenis for Continuing Professional Education. An exeephicn to this
rule is that individuals who ere assigned to “performing Heldwork™ but oot
involved in planning, directing, or reporting on audit or attestation engagoments,
and who charge less than 20 percent of their time annualty to audits and attestation
engagements conducted in accordance with GAGAS should comply with the 24
howr CPE requirement to fake training in each two year period in subjects and
topics directly related to government auditing, the government environment, or the
specific, or unigque environment in which the andited entity operates but are exetnpt
from the remainder of the 80 howr CPE requirement Additional son-routine
gxoeptions are located in the GAO's Guidance on GAGAS Reguirements for
Continuing Professional Edueation.

4  In accordance with the Govermmental Audit Quality Center’s membership
requirernents, the patiner assigned frmewide responsibility for the quality of
the firm’s governmental audit practice must meet both the 24 and &0 hour CPE
requitements even if that partner would not otherwise be subject to those
yequtirernents, The partner miust also pariicipate in the apnpal Center-sponsored
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webeast on reccat developments in povernmental auditing.

b, lodividuals who sign audit opinions snd/or manage ERISA employee benefit
plan audit engagements and individuals who work on ERISA employee benefit
plan audit engagements roust meet the CPE requircments of the Employee
RBenafit Plan Audit Quality Center.

To comply with the documentation requirements of the AICPA, the state board of
accountancy, the U.S. Government Accountability Gffice, and other regulatory
agencies for CPE credit, the finm maintains appropriate CPE records, among which
are the following:

a.  For each professional for the most recent five years, 2 worksheet i maintained
that contains the following information for cach credit hour claimed:

B

2)
3)
%)
5)
6)

Type of CPE activity {sepinars, in-house program, independent study,
£}

Sponsor.

Title of program and/or description of content.
Dates atterded or completed.

Location of program.

CPE hours clatmed.

b. For cach in-house CPE program sponsored by the firm, the following records
are maintained for the mogt recent five years:

1)

2}

3

4}

5

A record of participation, indicating the number of hours of CPE contact
hours claimed for each participant.

An agenda or outtine of the program, indicating neme(s) and qualifications
of the structor(s), the date(s) and length of the program, learming
objectives, prerequisites, level of knowledge of the program, prograi
content, nature and cxtemt of advance preparation, feaching methads,
recommended CPE credit, and relevant administrative policies.

The tocation{s) of the program,

A copy of the program materials (reading materials, problems, case
studies, visual aids, instructors” manuals, ote.).

A summary of the participanis’ evaluations, the instructor’s cvaluation(s),
and the sponsor’s evaluation of the instructos(s).
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6) If the course was developed in-house, a record of the name(s) and
qualification(s) of the developer(s) and reviewer{(s).

7y If the conrse was acquired from another source, avidence that the course
was developed and reviewed by gualified individuals.

e, For ail other CPE programs or activities, the following records are maintained
for the snost recent five years:

1 Eor group and independent study programs, & certificate o7 other
verification supplicd by the sponsor,

2} For a univessity or college course that is successiully completed for eredit,
a record of the grade the person reccived,

3} For a self-study program, a certificate of satisfactory completion of 4n
examittation provided by the sponsor.

4} For a published book, articte, or CPE program, evidence of publication {4
copy of the ook, jourmal, or course development decumentation) that
names the CPA a8 author or contributor, the writer’s statemenl supporting
the number of CPE hours claimed, and the name and contact information
of the indcpondent reviewer(s) or publisher,

6. Dach professionst in owr firm rnust recogmize his or her responsibility fo comply

with applicable CPE requirements to traintain technical competency. Accordingly,
all professionals are encouraged to engage in seif-development activitics, To aysist
in this endeavor, the firm maintaing a cusrent Hibrary and cireulates within the firm
important news sbout now or emerging changes in professional lterature or
buginess activities. All professionals are encouraged to bring to the attention of the
Director of Audit any pews item that they believe should be cireulated within the
office.

The firm recognizes the importance of on-the-job training and has adopted as a pant
of the firm's engagement performance QT system the use of work programs Lo
assist professionals in performing their work. Also, as noted in the firm's QL
system for assigning pessonnel, professionals are assigned 10 work on vartety of
jobs and under different supervisors (to the extent practical) to maximize On-the-
job training. Personnel with supervisory responsibility are reminded to be
constantly sware of situstions where they can provide on-the-job fraining,

At least annually the Director of Audit reviews our PD policy and procedures
(including CPE documentation) to determine if they are appropriate and operating
effectively. This review is performed and documented by completing the applicable
section of the Monitoring Questionuaire in Chapter 12 of PPC's Guide fo Quality
Conirof or in minttes to the ennusl owners’ meeling Or in a scparate memo.
Changes, if necessary, to the system are made haged ot the results of the revisw,
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D, Advancement

It is the policy of our fim that advancement and compensation decisions for
professional personnel be based on a timely and objective cvaluation of individual
performance, that the professional personnel sclected for advancement should have the
necessary qualifications to fulfill their assigned responsibilities, and that compensation
of personnel, including owners, be based on the quality of their work. The procedures
tisted below are followed to ensure compliance with this poliey:

i.

Personnel classification levels are used to designate experience, to evaluate
individual performance, and to establish criteria for promotion and compensation.
The following personnct fevels and related performance criteria are used by the

Pataprofessionals and Interns - Individuals at this Iovel normally have a basic
undesstanding of accounting, bookkeeping, or tax preparation, but may not
have obtained a coflege degree that includes a significant concenfration of
accounting or tax courses. Paraprofessionals are expected tor

1) Become farailiar with the firm's policies and procedures,

2} Assist our professtonal staff in performing controllership and bookkecping
services for clienls.

3} Assist our professional staff in preparing workpapers, trial balances,
depreciation schedules, entering data for compuler applications, and
preparing engagement correspondence,

4)  Assist our professional staff in gathering data for tax return preparation,
maintaining our tax library, and maintaining our ¢lient tax files,

The job of paraprofessional is both challenging and rowarding, end with
expericnee and supervision, individuals at thiz tevel can assume many of the
regponsibilities of staff sccountants, However, advancements to higher levels
of the professionst staff normally will require the completion of a college
degree with cither 2 major in accounting or an equivalent nmber of

- apcounting and business courses.

Interns are oxpected to become farniliar with the Hre’s policies and
procedures, perform duties as agsigned, and obtain exposure 10 engagements
assignod.

Staff Accountant - Individuals at this level sormally have a college degree
with 2 major in sccounting or other related business field and have from zero
to three yeass” experisnce. Staff accountants are expected to:

1} Become Famitiar with the firm’s policies and procedures,
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2} Understand the rules, reguiations, and code of professional coaduct of the
ATCPA,

3

4}

3)

Progress professionalty by working toward passing the CPA exarn as soon
as possible, '

If assigned primarity to finsncial statement engagements:

4}

b}

<)

d}

Become familiar with pronouncements of the FASH, AICPA, and
when assigned to governmental engagements, the GAO and GASB,
and when assigned to employee beacfit plan engagements, the
applicable requirements of the USDOL and [RS.

Become proficient at preparing financial statements,

Obtaie exposurc o the types of financial statement engapements
offered by the firm.

Assume responsibility for unaudited finsncial statement engagerments
or segments of audits under the supervision of more experienced staff.

HF agsigned primarily 0 tax engagements:

a)
b)

&)

4)

Become Familiar with pertinent IRC sections and regulations.

Obiain 2 werking knowledge of research techniques and the various
rescarch sovrees i the firm ibrary.

Become proficicst in the preparation of covporate, individual,
ovenership, fiduciary and other tax returns prepared by the firm,

Assume regponsibility for the completion of tax retums under the
gupervision of more experienced staffl

Senior {In-charge)/Supervisor - Individuals at this level have had a minimum
of two years” cxperience as 2 staff accountant and normally have passed the
CPA exam. Sopiors are expected (o:

Y,

2}

3

4)

Know and understand the reason behind the firm’s policies and
procedures.

Possess technical knowledge sufficient to supervise staff sceountants.

Hegin acquiring the skills necossary to develop quality chient relationships
and ioyalty.

if assigned primarily to financial statement engagements:
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b)

¢}
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Begin to develop a command of GAAP, OCBOA, unique of
speciatized  accounting  puinciples, and  financial  statemend
presentations,

Obtain 2 thorough understanding of auditing standards generally
accepted in the United States of America and common audit
procedures and techniques.

Assume responsibility for efficiently supervising both audit and
nomandit engagenents,

If assigned privearly (o 1ax cngagements:

#)

b}

<)

Begin developing # command of pertinent IRC sections and
regulations,

Become proficient at tax research including knowledge of the
seference sources available to the fm.

Assume responsibility For the supervision of tax return preparation
BRgARCIMEnts.

d.  Maenager/Sentor Manager ~ Individuals at this level are normally CPAs and
have had & minimume of three to five yeurs® experience ag a senfor (in-
charge)supervisor accountant {or cquivalent experience as deemed uppropriate
by the owners) and have exhibited technical proficiency and the ability fo
stpervise complete engagements, Managers are expected to!

)
2

3}
4}
)
6}

Plan, suparvise, and complete routing engagemsants.

Supervise both staff accountants, semiors, and supervisors provide
feadback to them, and evaluate thelr progress.

Become experts in their assigned areas.

Bievelop new client contacts and relationships beneficial to the firm.

Assist in firm administrative functions as assigned by the owners.

Recognize opportunities to provide additional services to existing clients,

g, Owner - Individuals at this level are normally CPAs and have had a minbnum
of three years' experience as manager (Supervisor or equivalent experience s
deemed sppropriate by the owsners) and have eihibited superior technical
eompetence, managerial abilities, and the ability to attract and develop now
clienits. Owners are expected (o

1) Provide firm teadership through example. Be ultimately responsible for all
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engagemenis performed under them.
2)  Atuact and develop new clients.
3} Perform assigned administrative duties.
4} Pa an agset to the firm through civie and community activities,

In addition to the evahition criteria enumerated in the preceding staff
classifications, each stafl member will be evaluated on attributes such as, but not
fimited to, the following:

a. Techrical knowledge.

b, Anatytios! and judgmental skills,

e.  Communication skills.

d¢. Leadership and training skills,

e. Client relationships.

f  Professional demeanor and appearance.
o Integrity.

h, Personal attitude.

Firm personnel are pravided copics of the advancement poltcy and procedures that
inclnde the criferia for sdvancement and conseguences of failure to adhere to firm
policies and procedures related to quality performance and eihical principles,

Annually, staff members establish goals using the EXCEL program forms. At the
end of ench vear, a meeting is held between the staff and the designated owner to
distuss the individual achievements compared to their goals. Formal
svaluations/counseling meetings are conducted as needed to provide appropriate
feedback to staff, Staff may request a formal evaluation at any time by completing
the self-evaluation portion of the evalustion form. These evaluation forms are
submitted 1o the owner/manager/supervisor primarily responsible for fhat
individual’s guperviston, who in furn conducts a counscling fnterview with that
individual, normally within a fow days, Comments and feedback obtained during
these interviews, if any, are documented on the cvaluation form by the supervising
owner/manager, and the form is routed to the individual’s personnet file. The
counseling interview includes the evaluation(s) and may include other matters, A
faiture to adhere to firm policies and procedures related to quality performance and
ethical principles may resuft in more taining, additional time at the present feval,
or even dismissal for more egregious fatlures.
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*

5. Annuatly each owner completes an owner self-evaluation form and goals sheet and
subroits to the owner group for review and approval. The owner group reviews
each goals sheet and compares to actusl performance.

6. At least apnuafly, and on an ad hoo basis If necessary, the owners mest as &
commnities to discuss advancement, compensation, and tennination decistons. In
congidering  advancement and compensation decisions, staff performance
avaluations and progress within staff classificatiops are given great priority;
however, ceotomic conditions such as profits and fature growth potential must also
be constdered in each decision,

7. At least annually the Director of Audit reviews our advancement policy and
procedures to determine if they ate sppropriate and operating effectively. This
review is performed and documented by completing the applicable section of the
Monitoring Questionnaire in Chapter 12 of PPC's Gulde to (uality Congrof or in
mimates to the apnual owners® mecting or in a separaie memo. Changes, if
necessary, to the system are made based on the results of the review,

IIE. Acceptance zaé Continnance of Clients and Engagements

1t is the policy of our firm that for all compilation, review, audit, and attestation {including
forecast and projection) engagements, the aceeptability of the chent and the engagement be
evatuated before the firm agrees {o provide professional services and that the fiom will
aceept only cngagements that it believes can be compieted with professional competence
after congidering the risk associated with providing professional services in the particular
cirumstances. The procedures fisted below are followed to ensure compliunce with this
policy:

IR

For cach chent (or existing tax or MAS client) that requests for the first time a
compilation, review, audit, or aitestation service, an engagement acceplance form s
required to be completed, (The ongagement accoptance form is located in the
accounting and auditing manuals used by the firm.} That form documents, among other
things, background information including financisl information regarding the client and
its operations; an assessment of the apparemt integrity of management; possible
independence problems or conflicts of interest; an assessment of the availability of
staft the adequacy of the firm’s professional competence; known disagrecments with
the client’s prior accountants and considerations of the risks associated with the
engagement. The completed form is routed to the owners who decide whether to accept
or reject the client, and who documents that conclusion on the form,

For existing clients, the owners annuaily review the firm’s client list and reovaluats the
acceptability of each clicnt and engagement. Furthermore, the engagement work
programs used by the firm (as docurnented in the engagement performance QC element
of the firm's QC doeument) contain steps reguiring the cngagement tearmn to constder
whether the firm should discontinue providing services to a client. Reasons that might
surface in cither the fiemewide or individual enpagement review that would cause the
firm to consider discontinuing services include:
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Significant changes in the clicnt, e.g., senior management, perceived integrity of
management, ownership, financial stability, or the tsks associated with the
particular engagement.

Changes in the nature or scope of the engagement, including requests for additionat
SErVICEs.

Significant vnpaid foes that may cause an independence problem or crests doubt
ahout the collectibility of future fess, '

Significant changes in the composition of the finm, e.g, & change in the fime’s
professional competence (expertisc) or the decision to discontinue client service in
a particular industry.

The existence of conditions that would have caused the firm to reject the client or
snpagemeant had such conditions existed at the time of the (nitial acceptance.

The clicnt is in the development stage or operates in a highly specialized or
repulated industry, such as a financial institition, governmental entity, or cmployes
benefit plan.

Mare time is required to perform the engagement than the firm can provide,

The client has ignored pricr recommendations, such as recommendations
addressing internal control deficicneics,

The owners are responsible for deciding whether to discontinue providing ali or certain
services to 2 clienl, or whether steps can be taken to mitigate the risk of continued
services, e.g., requiring 8 down payment on foes before wark commences, pay-as-you-
go billing arrangements, alternative engagement procedures, ete.

. if simations occur afier the commencement of an engagernent and while work is in

© process that indicate the firm should consider withdrawing {rom the engagement, the
awners should be notified of the circumstances, Circumstances that may cause the firm
to withdraw would meolade:

&

The client’s unwillingness to make a material correction to the financial statements
or accept & modifled report or when a modification of the srandard report will not
adequately indicate the deficiencies in the financial statements taken as a whole,

Failure by the cHent to take remedial action with regacd to an illegal act that ought
be discovered during the engagement,

The discovery of facts after the epgagement commences that may bave caused the
firie to reject the engagement had those facts beep known prior 10 starting the
work, e.g, & significant risk of fraud.

The client provides information that is incorrect, incomplete, or otharwise
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unsatisfuctory and refuses to provide additional or revised information.

a. The inability to perform the inguity snd analytical procedures considered necessary
for 2 SSARS or attest review, and, for a SSARS review, it is inappropriate to issue
& compilation report.

£ The client’s refusal to provide a representation letter in @ SSARS or attest review,
andl, for a SSARS review, it is not appropriate 10 igsue a conpilation repott.

g The chient’s refusal to allow the sending of & request for legal representation to
fegal counsel.

h. In a review sttest engagement, the client is the responsible party and does not
provide a written assertion.

;. Ciher information in & client-prepared document containing the firm’s attest report
is materiatly inconsistent with the inforroation in the report, and the client does not
revise the information to eliminate the inconsistency.

The Dircctor of Audit is responsible for deciding whether to withdraw from an
CHOATEmEent,

4. II, based on the facts and circumstances identified in performing steps 2 and 3, the
owners concitde that the firm should discontinue providing alf or certain services to &
client or withdraw from 2 current engagement, the Director of Audit and the
engagement owner should determine how the client should be informed about that
decision. Furthermore, the owner group should consider whether outside legal counsel
shonid be consulted in making that decision. The engagemont team will be notified by
the owner grop of (he name of any client to which services are discontinued.

5. ‘The engagement ovener is responstble for ensuring that an engagement letter is obtained
for each client, The engagement letter should document the firm’s understanding with
the cHent regarding the nature, scops, and Himitations of the services to be provided.

6. At least aonually the Director of Audit reviews our acceptance and conlmuance policy
and procedures to determine if they are appropriste and operating effectively. This
review i performed and documented by completing the applicable section of the
Monitoring Questionnaire in Chapter {2 of APC's Guide fo Qualily Control or n
mintes to the annual owners® meeting or it a separate memo. Changes, if necessary, ©
the system are made based on the results of the review.

IVY. Engagement Performance

4.  Enmaxement Performancs

1t s the policy of our firm that all compilation, review, audit, and attestation (including
forccast and projection) engagements be properly planned, performed, supervised,
reviewed, documented, and reported or communicated in accordance with the
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requirements of professional standards, applicable regulstory authorities, and the firm.
In this regard, the procedures listed below are followed by all personnel assigned to
those sugagements: :

t, The firm’'s system of engagement performance quality control (QC) steps is
documented in the attached engagement performance bridging documents.

2, The responsibilities of the owners and ofhier members of owr professionsl stff for
implementing the firm’'s QC steps are indicated on the attached engagement
performance bridging documents,

3. Certain steps in the firm’s system of engagement performance QC steps are not
applicable or are optional for some engagements, The attached ¢ngagement
performance bridging document indicates the applicability of cach step to each type
of engagement.

4, The Frm uses numercus checklists, work proprams, report examples, and other
practice zids 1o implement its engagement performance QU steps, Thesd practice
aids are documented on the attached sngagement performance bridging document.

5, At least snnually the Director of Audit reviews our cagagement performance policy
and procedures to determing if they are appropriate and operating effectively. This
review i¢ performed and documented by completing the applicable seetion of the
Monitoring Questionnaire in Chapler 12 of PPC'y Guide to Quality Control or i
minutes to the apnuzl owoers' meesting or in a separate memo. Changes, if
necessary, © the system are made based on the results of the review.

The firm’s quality control systere encourages the use of certain portions of the RSM
MeGladrey's and PPC’s gcoounting and auditing manuals and practice aids as more
fully described in the attached engagement performance bridging documents. This QC
document, the REM manuals or PPC rmanuals and any other practice pids used by the
fipm are intended solely to assist us in achieving compliance with professionat standards
ag covered by the AICPA Code of Professional Conduct. Accordingly, nothing within
this QC document should be construed as requiting  higher level of performance or
documentation than the minimum specifically required by our frms QU policies and
pracedures nor to override the exercise of professional judgtient.
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B. Consuitation

It s the policy of our firen that personoe] refer to muthoritative literature or other sources
when appropriate. Qur firm also recognizes the need for a constant exchange of ideas
and opinions about technical issues on all professional engagements, and i is owr policy
that all professional personnel seek consultation, ox & timely basis, within or cutside the
firm whenever they are uncertain aboul the amswer to a technical guestion; the
application of & professional procedure or standard; the application of a vule, regulation,
or procedure of a iy or ather regniatory agency; or the application of & fiem policy, The
procedures Hsted below are followed to ensure compliance with this policy:

1. The firm maintaing or provides ready access to an adequate and up-to-date
reference library that inchudes materials related to clisnts served and that should be
consubted to assist professional staff in their research of technical iasues.

2. While the firm recognizes that it is impossible to list all situations that might
require refercal to authoritative Hierature or other sources or that ighl require
consultation, the following situations, dot to their complexity, may reguine
consuhation: :

a.

LLE]

Any cngagement in which z qualified or nonstandard report is likely to be
issued.

Any engagement involving material litigation,

Appleation for the first time, of new or complex technical pronouncements.
Industries with special accounting, anditing, or reporting requirements.
Emerging practice problems.

Choices among altemnative accounting principles generally accepted in the
Uinited Staies of America upon initial adoplion or when an accounting change
18 made,

Reigspance of a repart, consideration of omiteed procedures alfter a report has
been issued, or subscquent discovery of facls that existed at the time a repont
was issued.

Filing requirements of repulatory agencies,

Meetings with regndators at which the firm is to be called on to support the
application of accounting principles generally accepted in the Unted States of

America or auditing standards gegerally accepted in the United States of
America that have beea questioned.

3. When ap issue atises that requires consultation, the issue should first be disoussed
by the members of the engagement feam. If, in the engagement vwaer’s opinion,
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the lssue is resolved at this fevel of consultation, additional consultation i$ not
necessary. However, if any marnber of the engagement team disagrees with the
resolution, the procedure in step 7 should be followed.

If the engagement owner believes additional consultation beyond that of the
sngagerment team is necessary, the issue should be discussed with an individual in
the firm who has speciakized knowledge or training that is appropriate for the issue
in question. When the engagement teams is unaware of the name of an individual in
the firm who possesses such knowledge, the Director of Audit should be consulied
for the name of such an individust 1F, in the engagement owner's opinion, the issue
is resolved at this-level of consultation, additional consultation is nol ne¢essary.
However, i any member of the chgagement team or other individuals who
consulted on the issue disagrec with the resolution, the procedure in step 7 should
be followed.

if the engagement owner balieves that additional consultation beyond that available
within the firn is neceysary, the issue should be discussed with an owwside
specialist. Cutside specialists include, but are not limited to, the AICPA technical
information services and CPAs or tax attorneys in other finns. In determining the
professional qualifications and reputations of the outside speciafists, the firm
should consider, among other things, the following matters:

a. The professional certification, licgnse, or other recognition of the competence
of the specialist in their areas of expertise, 43 appropriate,

h. The reputation and standing of the specialist in the views of his peers and
others famnitiar with his capability or performanse.

¢. The relationship, i any, of the specialist to the chent,

1, in the engagement owner’s opinien, the issue is resoived, additional consultation
is oot necessary, However, i#f any member of the engagement team or other
individual in the firm who consulted on the engegemeal disagroes with the
resolution, the procedure in step 7 should be followed.

Certains accounting, audit, examination, attestation, tax, or consulling cagagements
may require the firm fo consult with nonaccounting specialists such as actuaries,
appraisers, attorneys, engineers, and geologists. The fimp should follow the
guidance in AICPA Professional Standavds at AU Section 336 when such
consultations are mecessary, [f any member of the firn or engagoment team
disagress with the advice of & nonaccounting conguitant, the procedure in step 7
shoutd be followed.

if differences of opinion exist within the firm as to the resobution of a consultation
issue, the matter should be brought to the attention of the Director of Audit andfor
owner group, The Director of Audit andfor owner group will resolve any disputes
as 1o the proper course of sotion taken by the firm on (he issuc in duestion. Any
party to the consultation who disagrees with the conclugion has the optien of
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preparing a memorandum and Bling it in the workpapers.

8. Al technical research and consultations that are unusual, controversial, or cotoplex
and material in pature should be documented in @ memorandum to the workpapers,

9. At least amnually the Dirsctor of Andit reviews our consultation policy and
procedures to determine if they arc appropriate and operating effectively. This
review is performed and documented by completing the applicable section of the
Monitoring Questionnaire in Chapter 12 of PPC’s Guide to Quality Control o in
minutes o the anpual owners’ meeting or in & separale memo. Changes, if
necessary, © the systerm are made based on the resuits of the review,

V. Mozitoring

it is the policy of our firm that our quality control syster be monitored on an ongoing basis
1o provide the firm with reasonable agsurance that the policies and procedires established by
the firm for each of the other clements (including activities) of quality control aré suitably
designed and are being effectively applied. Monitoring procedures as they relate to the other
elements (and activities) are included in the quality controf procedures for each of the other
clements. As part of the monitoring process, our quality control system Is normaily
inspected annually to determine whether the frm has complied with its stated quakity control
policies and procedures. The procedures listed below are followed to ensure complianes
withh thig poticy:

|

Annuelly the owners select an individual or 4 team (hercafter referred 1o as "ihe
inspector(sy”) to review the fimn’s quality control system. The inspector(s) shouid
possess adeguaie technical knowiedge and experience; and when practical should not be
directly involved in the adminisivation, supervision, or performance of the QC
procedures or engagements cach will inspect. One lnspector will be designated as the
in-charge inspector. The inspection will inchude a review of the governmental audit
practice and the ERISA employee benefit plan audit practice in accordance with the
membership reauirements of the respeetive sudit quality centers,

The in-charge inspector is respomsible for determining the scope of the inspection,
developing the inspection procedures, and performing the inspeetion, The owners can
require at their discretion that the inspection scope and procedures be approved by thern
before the inspection commences, The in-charge inspector should fallow the guidelines
listed below when determining the scope and designing the nspection procedures:

a. The inspection should be completed timely.

b.. The inspectors will use the appropriate Monitoring Prograrn such as in Chapter 12
of PPC'y Guide to Quality Control as & work program. The inspection will cover
alt of the firm's stated guality control procedures and will include & representative
saruple of administrative files, personnel files, engagement workpapers, and other

- evidential matter, The engapement reviews will include a cross-section of the firms
engagements. The criteria for engagement selection may include, but Is not limited
to, the following:
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5)

6

8}

9}
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Speciatized, complex and high-isk engagements (for example, employee
benefit plans, Goverament Auditing  Standavds audits and financial
tstitations),

A ctoss-section of the Arm’s governmental audit practice considering the
number and types of governmental audhts {e.g slogle audits and program
specitic andits, as defined under OMB Circular A~133, and ofher compliance
audits and attestation cngagements performed under vartous federal, state, or
local agency audit guides).

A cross-section of the firm’s BRISA employvee benefit plan audit practice
congidering the munber and types of plan audits (e.g. defined benefit, defined
contribution, health and welfare, multicmployer, BESOPs, Limited and [ull
SCOPE).

Firgt-year engagements,

A cross-section of engagemens based on the level of service performed {e.g.
andit, review, compilation, amd attest).

A cross-section of engagements from various owaers and management level
personnel having accounting snd auditing responsibilities.

Stgnificant clicnt engagements.

Engapements for whick thers have been complaints or allegations from firm
personnel, clients, or other third parties that the work performed by the firm
fasled to comply with professional stendards, regulatory sequirements, or the
firre’s system of quality contral.

Engagements in which there were significant disagreaments between the
quality review owner abd the engagement owner.

The inspection procedures should inchude inspection, observation, and inquiries to
defermine whether:

)

2}

3

4}

Checkiists, forms, programs, or other documentation required by the fun’s QU
system have been properly completed,

Administrative and personnel policies have been complied with,

Procedures performed on engapements are in accordance with both the
requirements of authoritative literature and fimn policies,

The engagement workpapers provide adequale evidence to suppost
conclustons, opinions, and presentations resulting from that engagement.
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3} The financial staternents, reports, and other prescatations resulting from the
engagements conform to the measurement, presentation, and disclosure
requiraments of authoritative lierature.

4. The inspection scope, procedures, and findings will be documented it the work
program.

At the conctusion of the inspection, the inspector is responsible for (a} discussing the
rosults of the inspection with the supervisery personnel responsible for the engagemonts
selected for review and (b) summarizing the deficiencies noted for each engagement
reviewed, Onee idemtified, the deficiencies are summarized and evabuated to determine
whether: :

a. [Existing quality control policics and provedures shouid be modified

b,  Additional cmphasis should be placed on specific industries or arcas for future
engagements.

The seope of the inspection, the findings, and the recommendations are then teported 0
the owner gritip.

In addition to the flrm’s annual inspection prograrm, the firm is subject every three years
1o & peer review in accordance with the requirements of the AICPA and West Virginia
State Board of Accountancy. The Director of Audit is responsible for scheduling and
coordinating that review, The frm eleots 10 have its peer review count as s
inspectionfreview for each year in which & peer review is performed,

3. In sccordance with the membership requircments of the Goveramental Aundit
Quatity Center and the Employec Benefit Plan Audit Quality Center, the
engagement lefter covering our peer review will require that the governmental
andits and ERISA employee benefit plan audits selected for review during the
firm’s peer review be reviewed by someone who is employed by a member frm of
the respective Center, Also, information relative o the firm’s most recenthy
accepted peer review is available to the public in aceordance with the membership
requirements of the respective Centers,

b. - The imemal inspection results (inchuding those specific to the firms’ governmental
audit engagements and ERISA employee benefit plan audit engagoments selected
for inspection) ave made availabloe to the firms’ peer review feam.

Based on the tnspection report and, if appropriate, the peer review teport, letter of
cornents, letier of response, and exit conference with the peer reviewer, the owners
determine any corrective actions that should be pursued to improve, determing any
corrective actions that should be pursned to improve, amend, or rectify the QC system.

The owners meet annuatly (or when needed)} and discuss the resulis of the inspection
and the raonitoring of all of the quality control elements and the corrcetive actions
deterniinad to be needed by the Director of Audit. Based on the discussions st the



29

meeting, the Director of Audit determines any corrective actions that will be pursued to
irigrove, amend, or rectify the QC system.

The Dircctor of Audit is respongible for monitoring and documenting the
implementation of, and corapliance with, any corrective action plans.
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To the Members
Suttle & Stalnaker, PLLC

We have reviewed the system of quality control for the accounting and auditing practice of Suttle
& Stalnaker, PLLC (the firm) in effect for the year ended May 31, 2003, A system of guality control
envompasses the firm’s organizational structure, the policies adopted and procedures established to provide
it with ressonable aseurance of conforming with professional standards, The elements of guality control are
deseribed in the Statement on Quality Control Standards issued by the American Institute of Cettified
Public Accountants (AICPA), The finm is responsible for designing a system of quality control and
complying with it to provide the firm reasonable agsurance of conforming with professional stendards in all
raaterial respects. Our responsibility is to express an opinion on the design of the syster of quality control
and the firm’s cornpliance with the system of quality control based on our review.

Our roview was conducted in accordance with standards established by the Peer Review Board of
the AICPA. During our review, we read required representations from the firm, interviewed firm petsonne
and ohtained an understanding of the nature of the firm’s acoounting and auditing practice, and the design
of the firm’s system of quality control sufficient to assess the risks implicit in its practice. Based on our
assessments, we selected engagements and administrative files to test for conformity with professional
standards and compliance with the firm’s systern of quality control. The engagements selected represented
a reasonable cross-section of the firm’s accounting and suditing practice with emphasis on higher-risk
engagerents, The engagements selected included, among others, audits of Employee Benefit Plans and
engagements performed under Govermmment Auditing Standards.  Prior 1o concluding the review, we
reassessed the adequacy of the scope of the peer review procedures and met with firm munagement to
discuse the results of otr review, We heliove that the pracedures we performed provide a reasonable basis

for onr opinion.

In performing our review, we obtained an understanding of the system of quality control for the
firn’s accounting and auditing practice. [n addition, we lested compliance with the firm’s guality control
policics and procedures to the extent we considered appropriate. These tests covered the application of the
firm’s policies and procedures on selected engagements. Our review was based on selected tests; therefore
it would not necessarily disclose all weaknesses in the system of guality contro! or all instances of lack of
compliance with it. There are inherent limitations in the effectiveness of any system of quality control and
thersfore noncompliance with the system of quality conirol may oceur aud not be detected, Projection of
any evaluation of a system of quality control of future periods is subject to the risk that the system of quality
control may become inadequate because of changes in conditions, or because the degree of compliance with

the policies or procedures may deteriorate.



Suttle & Stainaker, PLLC
Pag& Two

In otr opinion, the system of quality control for the accounting and auditing practice of Suttle &
Statnaker, PLLC in effect for the year ended May 31, 2005, has been designed to meet the requirements of
the quality contro standards for an accounting and auditing practice established by the AICPA and was
cornplied with during the year fhen ended fo provide the fitm with reasonable assurance of conforming with

professional standards. .
;W““ @ AL

Riney, Hancack & Co., PSC
Owensboro, Kentueky 42303
Noventher 7, 2005
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