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

1. Awards will be made in the best inferest of the State of West Virginia.
2. The State may accept or reject in part, or in whole, any bid.
3. All quotations are govetrned by the West Virginia Code and the Legisiative Rules of the Purchasing Division,

4. Prior to any award, the apparent successful vendor must be properly registered with the Purchasing Division
and have paid the required $125 fee.

5. All services performed or goods delivered under State Purchase Order/Contracts are to be continued for the
term of the Purchase Order/Contracts, contingent upon funds being appropriated by the Legislature or otherwise
being made available. In the event funds are not appropriated or otherwise available for these services or
goods, this Purchase Order/Contract becomes void and of no effect after June 30.

6. Payment may only be made after the delivery and acceptance of goods or services,

7. Interest may be paid for late payment in accardance with the West Virginia Code.

8. Vendor preference will be granted upon written request in accordance with the West Virginia Code.

9. The Siate of West Virginia is exempt from federal and state taxes and will not pay or reimburse such taxes.

10. The Director of Purchasing may cancel any Purchase Order/Contract upon 30 days written notice to the seller.

11. The laws of the State of West Virginla and the Legislative Rules of the Purchasing Division shall govern
?)ﬂd ri%]tst arttd duties under the Contract, including without limitation the validity of this Purchase
rder/Contract. ‘

12. Any reference to automatic renewal is hereby deleted. The Contract may be renewed only upon mutual written
agreement of the parties.

13. BANKRUPTCY: In the eveni the vendor/contracior files for bankruptcy proteclion, this Contract may be
deemed null and void, and terminated without further order.

14, HIPAA BUSINESS ASSQCIATE ADDENDUM: The West Virginia State Government HIPAA Business Associate
Addendum {BAA), approved by the Attorney General, and available online at the Purchasing Division's web site
(http:/iwww.state.wv. us/admin/purchase/vre/hipaa.htm) is hereby made part of the agreement. Provided that,
the Agency meets the definition of a Cover Entity (45 CFR §160.103) and will be disclosing Protected Health
information (45 CFR §160.103) to the vendor. .

15, WEST VIRGINIA ALCOHOL & DRUG-FREE WORKPLACE ACT: If this Contract constitutes a public improvement
cohsgtruction contract as set forth in Article 1D, Chapter 21 of the West Virginia Code ("The Wast Virginia Alcohol
and Drug-Free Workplace Act’), then the following language shall herebg( become part of this Contract: "The
contractor and its subcontractors shall implement and maintain a written drug-free workplace pelicy in compliance
with the West Virginia Alcohol and Drug-Free Workplace Act, as set forth in Article 1D, Chapter 21 of the West
Virginia Code. The contractor and g subcontractors shall provide a sworn statement in writing, under the
penalties of perjury, that they maintain a valid drug-free work place policy in compliance with the West Virginia
and Drug-Free Workplace Act. It is understood and agreed that this Contract shall be cancelled by the awarding
authority If the Contractor: 1) Falls to implement its drug-free workplace policy;, 2) Falls to provide information
regarding implementation of the contractor's drug-free workplace policy at the request of the public authority; or
3) Provides to the public authority false information regarding the contractor’s drug-free workplace policy.”

INSTRUCTIONS TO BIDDERS

1. Use the guotation forms provided by the Purchasing Division.

2. SPECIFICATIONS: items offered must be in compliance with the specificaions. Any deviation from the
specifications must be clearly indicated by the bidder. Alternates offered b?r the bidder as EQUAL fo the
spacifications must be clearly defined. A bidder offering an alternate should attach complete specifications
and literature to the bid. The Purchasing Division may waive minor deviations to specifications.

3. Complete all sections of the quotation form.

4, Unit prices shall prevail in case of discrepancy.

5. All quotations are considered F.O.B. destination unless alteriate shipping terms are clearly identified in the
guotation.

6. BID SUBMISSION: All quotations must be delivered by the bidder to the office listed below prior to the date and fime
of the bid opening. Fallure of the bidder to deliver the quotations on time will result in bid disqualifications:
Depariment of Administration, Purchasing Division, 2019 Washington Street East, P.O. Box 50130,
Charleston, WV 25305-0130
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1.1

1.2

1.3

1.4

g}%ﬁm REQUEST FOR QUOTATION

PR T R ""&

LOT 451

AUDIT SERVICES

PART 1
GENERAL INFORMATION

Purpose:

The Acquisition and Contract Administration Section of the Purchasing Division “State”
on behalf of the Department of Tax and Revenue, West Virginia Lottery Division
“Agency” is soliciting quotations to provide Audit Services for fiscal year ending June
30, 2009, with the option of auditing its financial statements for each of the two
subsequent fiscal years.

Project:

The mission or purpose of the project is to provide auditing services in accordance with
generally accepted auditing standards (GAAS), Statement of Auditing Standards No. 99
(SAS 99) and any other that may apply, as well as the requirements of the State Lottery
Act (§29-22-1), Racetrack Video Lottery Act (§29-22A-1), Limited Video Lottery Act
(§29-22B-101), Table Games (§29-22C-2) and other applicable laws and regulations.

RFQ Format:

This RFQ has three parts. “Part 1” contains informational sections, “Part 2” describes the
background and working environment of the project, “Part 3” is a statement of the
specifications for the services requested pursuant to this RFQ, contractual requirements,
and general terms/conditions.

Inquiries:

Additional information inquiries regarding speczﬁcauons of this RFQ must be submitted
in writing to the State Buyer with the exception of questions regarding quotation
submission, which may be oral. The deadline for writfen inquiries is identified in the
Schedule of Events, Section 1.13. All inquiries of specification clarification must be
addressed to:

Shelly Murray, Senior Buyer
Department of Administration
2019 Washington Street, East
Charleston, West Virginia 25305
Telephone: (304) 558-8801
Facsimile: (304) 558-4115
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1.5

1.6

1.7

1.9

1.10

1.11

The vendor, or anyone on the vendor’s behalf, is not permitied to make any contact
whatsoever with any member of the agency. Violation may result in rejection of the bid. The
State Buyer named above is the sole contact for any and all inquiries after this RFQ has been
released.

Vendor Regxstratmn.

“Vendors participating in this process should complete and file a Vendor Regmratwn and

Disclosure Statement (Form WV-1) and remit the repistration fee. Vendor is not
required to be a registered vendor in order to submit a proposal, but the successful
bidder must register and pay the fee prior to the award of an actual purchase order or
contract,

Economy of Preparation:

Proposals should be prepared simply and economically, providing a straightforward, concise
description of Vendor’s abilities to satisfy the requirements of the RFP. Emphasis should be
placed on completeness and clarity of content.

Rejection of Quotations:

The State shall select the best value solution according to the evaluation criteria. However, the
State reserves the right to accept or reject any or all proposals, in part or in whole at its discretion.
The State reserves the right to withdraw this RFP af any time and for any reason. Submission of,
or receipt by the State of proposals confers no rights upon the bidder nor obligates the State in
any manner,

A contract based on this RFP and the Vendor’s proposal, may or may not be awarded, Any
contract resulting in an award from this RFP is not valid until properly approved and executed by
the Purchasing Division and approved as to form by the Attorney General.

Incurring 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 RFP for expenses to prepare, deliver the proposal, or to aitend
any mandatory prebid meeting or oral presentations.

Addenda:
If it becomes necessary fo revise any part of this RFP, an official written addendum will be issued
by the State to all bidders of record.

Independent Price Determination:

A proposal will not be considered for. award if the price in the proposal was not arrived at
independently without collusion, consultation, communication or agreement as to any matter
relating to prices with any competitor unless the proposal is submitted as a joint venture.

Price Quotations:

The price(s) quoted in the bidder's proposal will not be subject to any increase and will be
considered firm for the life of the contract unless specific provisions have been provided for
adjustment in the original contract.
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1.12

Public Recerd:

1.12.1 Submissions are Public Record

All documents submitted to the State Purchasing Division related to purchase orders or contracts
are considered public records. All bids, proposals or offers submitted by bidders shall become
public information and are available for inspection during normal official business hours in the
Purchasing Division Records and Distribution center after the bid opening.

1.13

1.14

1.15

1.16

1.12.2 Written Release of Information

All public information may be released with or without a Freedom of Infonnatzon
request, however, only a written request will 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. 50/page or a minitum of $10.00 per request which ever is
greater.

1.12.3 Risk of Disclosure

The only exemptions to disclosure of information are listed in West Virginia Code §29B~
1-4. Primarily, only trade secrets, as submitted by a bidder, are exempt to public
disclosure. The submission of any information to the State by a vendor puts the risk of
disclosure on the vendor. The State does not guarantee non-disclosure of any information
to the public.

Schedule of Events:
Release of the RFQ. ..o 04/17/2009

Bid Opening Date.........coovviiiiiiiiiiivivie e, 05/05/2009

Bond Reqguirements:
Not required for this contract.

Purchasing Affidavit:

West Virginia Code §5A-3-10a requires that all bidders submit an affidavit regarding any
debt owed to the State. The affidavit must be signed and submitted prior to award, It is
preferred that the affidavit be submitted with the proposal.

Resident Vendor Preference: In accordance with West Virginia Code §5A-3-37, the
Purchasing Division will make the determination of the Resident Vendor Preference, if
applicable. Resident Vendor Preference provides an opportunity for qualifying vendors to
request at the time of bid preference for their residency status. Such preference is an
evaluation method only and will be applied only to the cost bid in accordance with the
West Virginia Code. A certificate of application is used to request this preference. A
West Virginia vendor may be eligible for two 2.5% preferences in the evaluation process.
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PART 2
OPERATING ENVIRONMENT

2.1 Location: ~
The West Virginia Lottery headquarters is located at 312 MacCorkle Avenue,
S.E., Charleston, West Virginia. A regional office is located at 100 Municipal
Plaza, Suite 500, Weirton, WV 26062. A “hot back-up” computer facility is
located in the Middletown Mall in the town of White Hall (Marion County) West
Virginia.

2.2  Background:
A copy of the most recent monthly financial statements is enclosed for extensive
background information about the Lottery. The “Notes to Financial Statements”
(Note 2 — Lottery Game Operations) provides an overview of the organization,
See Attachment C. . Also, to view the Comprehensive Annual Financial Report
(CAFR) for June 30, 2008, please visit

http:/rwww. wylottery. cony/aboutus/annualreports. aspx.
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3.1

32

PART 3
PROCUREMENT SPECIFICATIONS

General:

The West Virginia Lottery (WVL) seeks a qualified certified public accounting
firm to audit its financial statements for the fiscal year ending June 30, 2009, with
the option to audit for each of the two (2) subsequent fiscal years. Scientific
Games is our on-line and instant ticket vendor for Fiscal Year ending June 30,
2009, thereafter the vendor will be GTECH Corporation. The WVL has a
contract with Scientific Games Corporation located in Alpharetta, Georgia for
printing of instant tickets. The WVL had a SAS 70 audit for the year ending June
30, 2008, and plans to have June 30, 2009, issued prior to the completion of the
current fiscal year end audited financial statements.

Scope of Work: , e
The West Virginia Lottery desires the auditor to express an opinion on the fair
presentation of financial statements in conformity with generally accepted
accounting principles.

Additionally, the auditor will be required to prepare all supporting schedules
required by the Department of Administration for the preparation of the state’s
Comprehensive Annual Financial Report (CAFR).

The auditor shall also be responsible for assisting in the implementation of
required supplementary information required by the Governmental Accounting
Standards Board (GASB) as mandated by generally accepted auditing standards.

3.2.1 Independence:
The Commission seeks an independent and objective anditing firm.

The firm should provide an affirmative statement that it is independent of the
West Virginia Lottery as defined by generally accepted auditing standards and the
U.8. General Accounting Office’s Government Auditing Standards (1988),

The firm also should provide an affirmative statement that it is independent of the
State of West Virginia and any other component units of that entity, as defined by
those same standards.

3.2.2 Auditing Standards:

To meet the requirements of this request for quotation, the audit shall be
performed in accordance with generally accepted auditing standards as set forth
by the American Institute of Certified Public Accountants.
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3.2.3 Reports:

Following the completion of the audit of the fiscal year’s financial statements, the
auditor shall issue a report on the fair presentation of the financial statements in
conformity with generally accepted accounting principles.

In addition, the auditor is to provide an “in-relation-to” report on the supporting
schedules based on the auditing procedures applied during the audit of the general
purpose financial statements.

The auditor shall communicate in a letter to management any reportable
conditions found during the audit. A reportable condition shall be defined as a
significant deficiency in the design or operation of the internal control structure,
which could adversely affect the organization’s ability to record, process,
summarize, and report financial data consistent with the assertions of
management in the financial statements.

Irregularities and illegal acts. Auditors shall be required to make an immediate,
written report of all irregularities and illegal acts of which they become aware to
the following parties:

(a) Lottery Director
(b) Lottery Counsel
(¢) Finance/Audit Committee of the West Virginia Lottery Commission

Reporting to Lottery Finance/Audit Committee: Auditors shall assure themselves
that the West Virginia Lottery Commission’s Finance/Audit Commﬁtee is
informed of each of the following:

The auditor’s responsibility under generally accepted auditing standards
Significant accounting policies

Management judgments and accounting estimates

Significant audit adjustments

Other information in documents containing audited financial statements
Disagreements with management

Management consultation with other accountants

Major issues discussed with management prior to retention

Difficulties encountered in performing the audit

WE S RN

3.2.4 Special Considerations:

1. The West Virginia Lottery will send its comprehensive annual
financial report to the Government Finance Officers Association of
the United States and Canada for review in its Certificate of
Achievement for Excellence in Financial Reporting program. The
auditor will be required to provide special assistance to the Lottery
fo meet the requirements of that program.
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2. The financial statements of the West Virginia Lottery are to be
included as a component unit of the financial statements of the
State of West Virginia. The auditor will be required to provide
special assistance to the State of West Virginia’s auditors.

3.2.5 Working Paper Retention and Access to Working Papers:

All working papers and reports must be retained, at the auditor’s expense, for a
minimum of three (3) years, unless the firm is notified in writing by the West
Virginia Lottery of the need to extend the retention period. The auditor will be
required to make working papers available, upon request, to the West Virginia
Lottery.

- In addition, the successful bidder shall respond to the reasonable inquiries by the
West Virginia Lotftery Commission or its successor auditors and allow its
successor auditors to review working papers relating to the matters of continuing
account significance.

3.2.6 Contact Person/Organizational Chart:

The auditor’s principal contact will be the internal auditors who will coordlnate
the assistance to be provided by the West Virginia Lottery to the auditor. An
organizational chart containing a list of key positions is in Attachment B.

3.2.7 Magnitude of Finance & Administration Division:

The Finance and Administration Division is managed by a deputy director, an
assistant deputy director, two accounting managers and consists of twenty active
employees. The principal functions performed and the number of employees
assigned to each are as follows:

Functional Title Number of Emplovees
Administrative Assistant

Financial Reporting Specialist
Games Accounting Manager
General Accounting Manager
On-line Accountant

Instant Accountant

Limited Video Lottery Accountant
Table Games Accountant

Racetrack Video Lottery Accountant
Accounts Payable Supervisor
Accounts Payable Clerk (vacant)
Purchasing Agent

Purchasing Assistant’ (vacant)
General Accountant

Accounting Technician IV

Prize Validation Coordinator

Prize Validation Unit Leader

HH)—*H)-&H’—I’—I)—‘MMMHH)—[MH
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Prize Validation Clerks 2

3.2.8 Computer Systems:

A daily reconciliation of on-line operation is performed on the West Virginia
Lottery’s computer by means of a set of software procedures called the Internal
Control System (ICS). Scientific Games, the instant and on-line games vendor,
provides the West Virginia Lottery with log files of all on-line transactions
recorded during the day’s activities. The Lottery processes these files on their
ICS computer and processes them through the ICS. While doing this, ICS:

1) Verifies that the correct date is being processed.

2} Processes the fransactions and the drawings occurring on
that day.

3} Produces prize reports similar to those provided by Scientific
Games after each drawing is held, which are reconciled to
Scientific Games prize repotts.

4) Produces contro! total reports. The Lottery balances these
reports by comparison to similar reports printed by Scientific
Games during their end of day processing. If the transactions
processed by ICS do not balance with those processed by
Scientific Games, ICS will generate a report of all retailers who
are not in balance and the amount (either plus or minus) by
which they differ.

Accounting reports are generated on a daily and weekly basis and provide
financial data for sales, cancels, accounts receivable, prizes paid and remaining
Habilities. Drawing reports which give handle amounts and prizes won are
produced daily for Daily 3, Daily 4, and Travel Keno, semi-weekly for
Powerball® and Hot Lotto™ and four days a week for CASH25.

Electronic fund transfer files are produced on a weekly basis of all outstanding
instant and/or on-line retailer balances. These files are processed by the State
Treasurer’s Office to transfer funds from the retailer bank accounts to the Lottery
bank account. Funds due the Lottery from racetrack video licensees are
electronically transferred daily.

Personal computers are used throughout the Lottery’s finance and administration
division to summarize daily and weekly reports of sales, prize liability, and
payout activities provided by Scientific Games and the Lottery’s video systems.
Personal computers are also used to accumulate, classify and summarize personal
services and other administrative expenses accrued by the Lottery for use in
producing the monthly journal entries for the financial statements and other

11



West Virginia Lottery RFQ ~ 1LOT 451 — Audit Services

related reports. Great Plains Dynamics General Ledger software is used to
produce the monthly financial statements.

Racetrack Video Lottery currently, as of Januvary 31, 2009, has 11,499 machines

available for play, of which 498 are coin-drop and 11,001 are TITO (Ticket In
Ticket Out) at the four racetracks in West Virginia. The central system’s daily
reports are reviewed for accuracy before video gross terminal income from each
track is remitted to the Lotiery through electronic transfer of funds. Settlements
are distributed weekly to recipients as allowed by the Racetrack Video Lottery
Act, WV Code §29-22A.

Limited Video Lottery (LVL) currently, as of Januvary 31, 2009, has
approximately 8,000 machines available for play throughout the state in retail
locations restricted for adult amusement. LVL permit holder funds are
electronically swept on a monthly basis.

Table Games currently, as of January 31, 2009, has approximately 230 tables
available for play at 3 of the state’s 4 Racetracks. Racetracks submit a weekly
ACH and tax return for the thirty-five percent tax on revenue generated through
table games.

The following is a listing of computer hardware and software used by the Lottery
and its vendors:

On-Line/Instant Scientific IBM RS/6000 AIXMUNIX 433
Games Model H5¢ ORACLE 8.1.6

Video Scientific Compaq Alpha ES40 VMS 7.1-2
Games

Lottery 1ICS Scientific IBM RS/6060 AIX/UNIX 4.3.3
Games Model F40 _

Lottery/Accounting N/A Personal Computers Windows/EXCEL.

ACCESS, WORD

Great Plains Dynamics
3.2.9 Internal Audit Function:

The West Virginia Lottery has maintained an internal audit function for the past
eighteen years. The internal auditor reports to the lottery director and is staffed
by two employees.

3.2.10 Quotation Calendar:
Due date of Quotations 05/05/2009

Vendors notified of selected firm TBD

With the exception of the due date of the Quotation, the dates in the calendar are

approximate and in no way bind the West Virginia Lottery and the Purchasing
Division. ‘

12
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3.2.11 Date Audit May Commence:
The West Virginia Lottery will have records ready for andit and management

personnel available to meet with the firm’s personnel after its June 30, 2009 year-
end.

3.2.12 Schedule for Fiscal Year Audit.

The auditor shall have drafts of the audit report(s) and recommendations to
management available for review by the deputy director of finance and
administration and internal auditors by August 31st.

The deputy director of finance and administration will complete a review of the
draft report as expeditiously as possible. During that period, the auditor should be
available for any meetings that may be necessary to discuss the audit reports.

The auditor shall prepare the final financial statements, notes, management letter
and all required supplementary schedules and statistical data by the second Friday
of September.

The following reports should be delivered to the deputy director of finance and
administration:

{a) Financial Statements with Additional Information -
statewide CAFR, ten (10) copies.

(b)y  Audit Results — Management Letter, twenty (20) copies.

(¢)  Financial Statements, fifty (50) copies.

3.2.13 Assistance To Be Provided to the Auditor and Report Preparation:

3.2.13.1 Finance Department and Clerical Assistance:

The finance department and management staff will be available during the
audit to assist the firm by providing information documentation and
explanations. The preparation of confirmations will be the responsibility
of the auditor.

3.2.13.2 Internal Audit Staff Assistance:
Audit staff consists of two individuals who will be available as needed.

32133 Work Area, Telephone, Photocopying and Fox Machines:
The West Virginia Lottery will provide the auditor with reasonable
workspace, desks and chairs. The auditor will also be provided with
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3.3

3.4

access to telephone lines, photocopying facilities and fax machines as
appropriate.

3.213.4 Report Preparation:

Report preparation, editing and printing shall be the responsibility of the
anditor.

Special Terms and Conditions:
3.3.1 License Requirements:

An affirmative statement should be included indicating that the firm and all assigned key

professional staff are properly licensed to practice in West Virginia.

General Terms and Conditions:

By signing and submitting its proposal, the successful Vendor agrees to be botmd by all the terms
contained in this RFP.

3.4.1 Conflict of Interest:

Vendor affirms that it, its officers or members or employees presently have no interest and shall
not acquire any interest, direct or indirect, which would conflict or compromise in any manner or
degree with the performance or its services hersunder. 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 the Agency.

3.4.2 Prohibition Against Gratuities.

Vendor warrants that it has not employed any company or person other than a bona fide employee
working solely for the vendor or a company regularly employed as its marketing agent to solicit
or secure the contract and that it has not paid or agreed to pay any company or person any fee,
commission, percentage, brokerage fee, gifts or any other consideration contingent upon or
resulting 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 ifs discretion 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 or on behalf
of the company or an employee thereof, to any person for purposes of influencing or attempting
to influence an officer or employee of any Federal entity, a Member of Congress, an officer or
employee of Congress, or an employee of @ 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 cooperative agreement.

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 Member 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 shali
complete and submit a disclosure form to repori the lobbying.
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Vendor agrees that this language of certification shall be included in the award documents for all
sub-awards at all tiers, including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements, and that all sub-recipients shall certify and disclose accordingly. This
certification is a material representation of fact upon which reliance was piaced when this
contract was made and entered into.

3.4.4 Vendor Relationship:

The relationship of the Vendor to the State shall be that of an independent contractor and no
principal-agent relationship or employer-employee relationship is contemplated or created by the
parties to this contract. The Vendor as an independent contractor is solely liable for the acts and
omissions of its employees and agents.

Vendor shall be responsible for selecting, supervising and compensating any and all individuals
employed pursuant to the terms of this RFP and resulting contract. Neither the Vendor, nor any
employees or contractors of the vendor, shall be deemed to be employees of the State for any
purposes whatsoever.

Vendor shall be exclusively responsible for payment of employees and contractors for all wages
and salaries, taxes, withholding payments, penalties, fees, fringe benefits, professional liability
insurance premiums, contributions to insurance and pension or other deferred compensation

plans, including but not limited to, Workers' Compensation and Social Security obligations, and
‘llcenSmg fees, etc. and the ﬁhng of all necessary documents, forms and returns pertinent to all of
the foregoing.

Vendor shall hold harmless the State, and shall provide the State and Agency with a defense
against any and all claims including but not limited to the foregoing payments, withholdings,
contributions, taxes, social security taxes and employer income tax returns.

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

3.4.5 Indemnification:

The Vendor agrees to indemnify, defend and hold harmless the State and the Agency, their
officers, and employees from and against: (1) Any claims or losses for services rendered by any
subcontractor, person or firm performing or supplying services, materials or supplies in
connection with the performance of the contract; (2) Any claims or losses resulting to any person
or entity injured or damaged by the Vendor, its officers, employees, or subcontractors by the
publication, translation, reproduction, delivery, performance, use or disposition of any data used
under the contract in a manner not authorized by the coniract, or by Federal or State statutes or
regulations; and (3) Any failure of the Vendor, its officers, employees or subcontractors to
observe State and Federal laws, including but not limited to Iabor and 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 RFP and the Vendor's response will be included as part of
the contract by reference. The order of precedence is the contract, the RFP and the Vendor's
proposal in response to the RFP.

15



West Virginia Lottery RFQ — LOT 451 — Audit Services

3.4.7 Governing Law:

This contract shall be governed 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 laws and regulations,
Federal, State and Local Government.

3.4.8 Compliance with Laws and Regulations:
The vendor shall procure all necessary permits and licenses to comply with all applicable laws,
Federal, State or municipal, along with all regulations, 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 ftransactions contemplated
thereby. Any other taxes Jlevied upon this
contract, the fransaction, or the equipment, or
services delivered pursuant here to shall be
borne by the contractor. It is clearly understood
that the State of West Virginia is exempt from
any taxes regarding performance of the scope of
work of this contract. :

3.4.9. Partner, Supervisory and Staff Qualifications ‘

The vendor will furnish the Lottery with evidence of its ability to provide experienced
personnel in government financial auditing sufficient to provide a quality audit on time as
scheduled. Documentation to verify the experience and qualifications of the personnel
assigned to manage the Lottery’s account must be provided to verify each proposed
individual’s credentials and the credentials of individuals proposed as sub-contractors, if
applicable. It is preferred that the vendor’s management level and key personnel
proposed for this account have five years of experience in the areas of expertise requested
in this Request for Quotation. Should a proposed individual lack five (5) years of
professional work experience, the successful bidder shall submit any and all
documentation, including educational achievement that may compensate for the desired
experience. It is preferred that the successful bidder possesses comprehensive knowledge
of the lottery industry. If the successful bidder substitutes staff for the account, at any
time during the term of the contract or possible extension years, the experience and
qualification levels must be of a similar guality to the level of those initially proposed.
‘The Lottery reserves the right to request staff changes throughout the term of the
contract.

3.4.10 Subcontracts/Joint Ventures:

The Vendor is solely responsible for all work performed under the contract and shall assume
prime confractor responsibility for all services offered and products to be delivered under the
terms of this contract. The State will 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 subcontracts for performance of work under this contract; however, the vendor
is totally responsible for payment of all subcontractors.

3.4.11 Term of Contract & Renewals:
This contract will be effective July 17, 2009 and shall extend for the period of one (1) year, at
which time the contract may, upon mutual consent, be renewed. Such renewals are for a period
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of up to one (1) year, with a maximum of two (2) one year renewals, or until such reasonable time
thereafter as is necessary to obtain a new contract. The “reasonable time” period shall not exceed
twelve (12) months. During the “reasonable time” period Vendor may terminate the contract for
any reason upon giving the Agency ninety (90) days written notice. Notice by Vendor of intent to
terminate will not relieve Vendor of the obligation to continue to provide services pursuant 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 renegotiation of the
compensation paid to the Vendor by the Agency and of such other provisions of the contract that
are affected. If such renegotiation proves unsuccessful, the contract may be terminated by the
State upon written notice to the Vendor at least thirty (30) days prior to termination of this
contract.

3.4.12 Non-Appropriation of Funds:

If the Agency is not allotted funds in any succeeding fiscal year for the continued use of the
service covered by this contract by the West Virginia Legislature, the Agency may terminate the
contract at the end of the affected current fiscal period without further charge or penalty. The
Agency shall give the vendor written notice of such non-allocation of funds as soon as possible
after the Agency receives notice, No penalty shall accrue to the Agency in the event this
provision is exercised.

3.4.13 Contract Termination:

The State may terminate any contract resulting from this RFP 1mmed1ately at any time the
Vendor fails to carry out its responsibilities or to make substantial progress under the terms of this
RFP and resulting contract. The State shall provide the Vendor with advance notice of
performance conditions which are endangering the contract’s continuation. If after such notice
the Vendor fails to remedy the conditions contained in the notice, within the time period
contained in the notice, the State shall issue the Vendor an order to cease and desist any and all
work immediately. The State shall be obligated only for services rendered and accepted prior to
the date of the notice of termination.

The contract may also be terminated by the State with thirty (30) days prior notice

3.4.14 Changes:

If changes to the original contract become necessary, a formal contract change order will be
negotiated by the State, the Agency and the Vendor, fo address changes to the terms -and
conditions, costs of work included under the contract. An approved contract change order is
defined as one approved by the Purchasing Division and approved as to form by the West
Virginia Attorney General’s Office, encumbered and placed in the U.S. Mail prior to the effective
date of such amendment. An approved contract change order is required whenever the change
affects the payment provision or the scope of the work. Such changes may be necessitated by
new and amended Federal and State regulations and requirements.

- As soon as possible after receipt of a written change request from the Agency, but in no event
more than thirty (30) days thereafter, the Vendor shall determine if there is an impact on pnce
with the change requested and provide the Agency a written statement to identifving any price
impact on the confract or to state that there is no impact. In the event that price will be impacted
by the change, the Vendor shall provide a description of the price increase or decrease involved in
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implementing the requested change.

NO CHANGE SHALL BE IMPLEMENTED BY THE VENDOR UNTIL SUCH TIME AS
THE VENDOR RECEIVES AN APPROVED WRITTEN CHANGE ORDER.

3.4.15 Invoices, Progress Payments, & Retainage:

The Vendor shall submit invoices, in arrears, to the Agency at the address on the face of the
purchase order labeled “Invoice To™” pursuant to the terms of the contract. Progress payments
may be made at the option of the Agency on the basis of percentage of work completed if so
~defined in the final contract. Any provision for progress payments must also include language for
a minimum [0% retainage until the final deliverable is accepted.

If progress payments are permitted, Vendor is required to identify points in the work plan at
which compensation would be appropriate. Progress reports must be submitted to Agency with
the invoice detailing progress completed or any deliverables identified. Payment will be made
only upon approval of acceptable progress or deliverables as documented in the Vendor’s report.

Invoices may not be submitted more than once monthly and State law forbids payment of

invoices prior to receipt of services.

3.4.16 Liguidated Damages:
Liquidated damages will not be imposed in this confract.

3.4.17 Record Retention (Access & Confidentiality):

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

Vendor shall have access to private and confidential data maintained by Agency to the extent
required for Vendor to carry out the duties and responsibilities defined in this contract. Vendor
agrees to maintain confidentiality and security of the data made available and shall indemnify and
hold harmless the State and Agency against any and all claims brought by any party attributed to
actions of breech of confidentiality by the Vendor, subcontractors or individuals permitted access
by Vendor.
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ATTACHMENT A

COST BID

SCHEDULE OF TOTAL PROFESSIONAL FEES AND EXPENSES FOR THE ANNUAL
FINANCIAL AUDIT.

Hourly
Hours Rates Total
Partners, Members @ _{Q; \M
Mamges 1§03 AT
Supervisory Staff 200 WWS;QM M
Staff 990 ™ ¥ 000

Other (specify)

Total all-inclusive maximum price
for the annual audit and other services
as required in this request for quotation $ 73 % 0D
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WEST VIRGINIA LOTTERY
STATEMENTS OF CASH FLOWS

FOR THE SEVEN MONTH PERIOD ENDED JANUARY 31,2009 -

Cash flows from operating activities:

Cash received from customers and other sources
Cash payments for:

Personnel ¢osts

Supptiers

Other operating costs

Cash providsd by operating activities

Cash flows from noncapital financing activities:
Nonoperating distributions to the State of West Virginia
Distributions to municipalities and counties
Distributions to racetrack from racetrack cap. reinv. fund
Deferred jackpot prize obligations and related intcrest paid

Cash used in noncapital financing activities

Cash flows from capital and related financing acitivities:

Purchases of capital assels

Cash flows from investing activities:

Maturities of investments held in trust
Investment carmings received

Cash provided by investing activities

{In Thousands)

28

2008
856,865 § 880.946
(5,167) (3,876)
€13,806) {11,469)
{483,689) (492,893}
354,203 372,708
(329,286} (334.466)
(4,597) (4,545)
(15,370) (4,070)
(H &
(349,254) (343.089)
(245) -
137 182

2,381 6,714
2,518 6,896
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Increase {decrease) in cash and cash equivalents

Cash and cash equivalents - beginning of period

Cash #nd cash equivalents - end of period

Reconciliation of operating income (0 net cash provided by operating activities:

Qperating income
Adjustments to reconcile operating income to
cash provided by operating activities:
Depreciation and amortization
Changes I operating assets and labilities:
(Increase) decrease in accounts receivable
(Increase) decrease in inventory
(Increase) decrease in othér assets
Increase (decrease) in estimated prize claims
Incrense (decrease) in accounts payablie
Increase (decrease) in other accrued Habilities

Cash provided by operating activities

The accompanying notes are an integral part of these financial statements.

21

7,222 36,515
238,949 334 489
246,171 § 271,004
358,726 S 359,762

1,458 284
6,061 7,329
7 (46)

80 (428)
(1,875) (585)
{1,566) (574)
(5,528) 6,966
354,203 § 372,708
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NOTE 1 - LEGISLATIVE ENACTMENT

The West Virginia Lottery (Lotiery) was established by the State Lottery Act (Act) passed April
13, 1985, which created a special fund in the State Treasury designated as the “State Lottery
Fund.” The purpose of the Act was to establish and implement a state-operated lottery under the
supervision of a state lottery commission (Commission) and a director. The Commission,
consisting of seven members and the Director are appointed by the Governor. Under the Act, the
Commission has certain powers and the duty to establish rules for conducting games, to select
the type and number of gaming systems or games and to enter into contracts and agreements, and
to do all acts necessary or incidental to the performance of its duties and exercise of its power
and duty to operate the Lottery in a highly efficient manner. The Act provides that a minimum
annual average of 45% of the gross amount received from each lottery shall be allocated for
prizes and also provides for certain limitations on expenses necessary for operation and
administration of the Lottery. To the extent available, remaining net profits are to be distributed
to the State of West Virginia. As the State is able to impose its will over the Lottery, the Lottery
is considered a component unit of the State and its financial statements are presented in the
comprehensive annual financial report of the State as a blended proprietary fund component unit,

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies of the Lottery is presented below.

BASIS OF PRESENTATION - The West Virginia Lottery is a component unit of the State of
West Virginia, and is accounted for as a proprietary fund special purpose government engaged in
business type activities. In accordance with Governmental Accounting Standerds Board (GASB)
Statement No. 34, “Basic Financial Statements and Management’s Discussion and Analysis for
State and Local Governments,” and with accounting principles generally accepted in the United
States of America, the financial statements are prepared on the acerual basis of accounting which
requires recognition of revenue when earned and expenses when incurred. As permitted by
Governmental Accounting Standards Board (GASB) Statement No. 20, “decounting and
_ Financial Reporting for Proprietary Funds and Other Governmental Entities That Use
Proprietary Fund Accounting,” the Loftery has elected not to adopt Financial Accounting
Standards Board (FASB) statements and interpretations issued after November 30, 1989 unless
the GASB specifically adopts such FASB statements or interpretations.

The Lottery is included in the Sfafe’s basic financial statements as a proprietary fund and
business type activity using the accrual basic of accounting. Because of the Lottery’s
presentation in these financial statements as a special purpose government engaged in business
type activities, there may be differences in presentation of amounts reported in these financial
statements and the basic financial statements of the State as a result of major fund determination,

USE OF ESTIMATES - The preparation of the financial statements in conformity with
accounting principles generally accepted in the United States of America requires management
to make certain estimates and develop assumptions that affect the amounts reported in the
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financial statements and related notes to financial statements. Actual results could differ from
management’s estimates.

LOTTERY GAME OPERATIONS — The West Virginia Lottery derives its revenues from four
basic types of lottery games: instant, on-line, video type games, and table games. The Lottery
develops multiple game themes and prize structures to comply with its enabling legislation,
including aggregate annual minimum prize provisions. All bonded retailers and agents
comprised principally of grocery and convenience stores serve as the primary distribution
channel for instant and on-line lottery sales to the general public.

The Lottery has contracted with a private vendor to manufacture, distribute, and provide data
processing support for instant and on-line games. Under the terms of the agreements, the Lottery
pays a percentage of gross revenues or gross profits for the processing and manufacture of the
games.

Revenue from instant games is recognized when game tickets are sold to the retailers, and the
related prize expense is recorded based on the specific game prize structure. Instant ticket sales
and related prizes do not include the value of free plays issued for the purpose of increasing the
odds of winning a prize.

Sales of on-line lottery tickets are made by licensed agents to the public with the use of
computerized terminals. On-line games include POWERBALL®, a multi-state “jackpot” game;
HOT LOTTO®, a multi-state “lotto” game; Cash25 “lotto” game; Daily 3 and 4 “numbers”
games; and Travel, a daily “keno” game. Revenue is recognized when the agent sells the tickets
to the public. Prize expense is recognized on the basis of actual drawing results.

Commissions are paid to instant game retailers and on-line agents at the rate of seven percent of
gross sales. A portion of the commission not to exceed one and one quarter percent of gross sales
may be paid from unclaimed prize moneys, The amount paid from unclaimed prize moneys is
credited against prize costs. In addition, retailers and agents are paid limited bonus incentives
that include prize shares on winning tickets they sold and a ticket cashing bonus on winning
tickets they cash. On a weekly basis, retailers and agents must remit amounts due to the Lottery.
Retailers may not be able to order additional instant tickets if payment has not been made for the
previous billing period, while an agent’s on-line terminal may be rendered inactive if payment is
not received each week. No one retailer or agent accounts for a significant amount of the
Lottery’s sales or accounts receivable. Historically credit losses have been nominal and no
allowance for doubtful accounts receivable is considered necessary.

Racetrack video lottery is a self-activated video version of lottery games. The board-operated
games allow a player to place bets for the chance to be awarded credits which can either be
redeemed for cash or be replayed as additional bets. The coin operated games allow a player to
use coins, currency, or tokens to place bets for the chance to receive coin or token awards which
may be redeemed for cash or used for replay in the coin operated games. The racetrack video
lottery games’® prize structures are designed to award prizes, or credits, at a stipulated rate of total
bets played, and prize expense is netted against total video credits played. The Lottery
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recognizes as racetrack video ottery revenue “gross terminal income” equivalent to all wagers,
net of related prizes. Amounts required by statute to be paid to the private and local government

entities are reported as commissions. Racetrack video lottery legislation has established specific’

requirements for racetrack video lottery and imposed certain restrictions limiting the licensing

for operation of racetrack video lottery games to horse and dog racetracks in West -

Virginia, subject to local county elections permitting the same. The legislation further stipulates
the distribution of revenues from racetrack video lottery games, and requires any licensed
racetrack to be responsible for acquiring the necessary equipment and bearing the risk assomated
with the costs of operating and marketing the games.

Limited video lottery is also a self-activated video version of lottery games, which were first
placed in operation in December 2001, located in limited licensed retailer areas restricted for
adult amusement. The games allow a player to use currency to place bets for the chance to
receive free games or vouchers which may be redeemed for cash. The limited video lottery
games prize structures are designed to award prizes, at a stipulated rate of tota] bets played, and
prize expense 13 netted against total video credits played. The Lottery recognizes as limited vidéo
lottery revenue “gross terminal income” equivalent to all wagers, net of related prizes. Amounts
required by statute to be paid to privaie entities are reported as commissions. Limited video
lottery permit holders are statutorily responsible for acquiring equipment and bearing the risk
associated with the costs of operating the games.

Table games are lotteries as each game involves consideration, the possibility of a prize, and
their ouicome is determined predominantly by chance, which the common law of West Virginia
has long held are the three essential elements of a lottery. Table games are the exclusive
intangible intellectual property of the state of West Virginia. Table games legislation has
established specific requirements for table games and imposed certain restrictions limiting the
licensing for operation of table games to horse and dog racetracks in West Virginia, subject
to local county elections permitting the same. Each racetrack licensed as an agent of the Lottery
Commission to operate West Virginia table games shall have written rules of play for each table
game it operates which must be approved by the Commission. All wagers and pay-offs of
winning wagers shall be made according to those rules of play. For the privilege of holding a
table games license, there is levied a privilege tax of thirty-five percent of each licensee’s
adjusted gross receipts for the operation of West Virginia Lottery table games. Amounts required
by statute to be paid to private and local government entities are reported as commissions. The
legislation further stipulates the distribution of revenues from West Virginia table games,
and requires any licensed racetrack to be responsible for acquiring the necessary equipment
and bearing the risk associated with the costs of operating and marketing the games.

CASH AND CASH EQUIVALENTS — Cash and cash equivalents primarily consist of interest-
earning deposits with the West Virginia Board of Treasury Investments (BTI) and are recorded at
fair value.

INVENTORY - Inventory consists of instant game tickets available for sale to approved Lottery
retailers and are carried at cost.
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OTHER ASSETS — Other assets consist primarily of deposits restricted for payment of certain
Mutlti-State Lottery Association activities.

CAPITAL ASSETS — The Lottery leases, under a cancelable operating lease, its office and
warehouse facilities. The Lottery also leases various office equipment under agreements
considered to be cancelable operating leases. Rental expense for the seven months ended
January 31, 2009 and January 31, 2008 approximated $428,647 and $389,281, respectively.

The Lottery has adopted a policy of capitalizing assets with individual amounts exceeding
$25,000. These assets include leasehold improvements, contributed and purchased equipment,
comprised principally of technology property, office furnishings and equipment necessary to
administer lottery games, are carried at cost. Depreciation is computed by the straight-line
method using three to ten year lives,

COMPENSATED ABSENCES — The Lottery has accrued $371,165 and $298,548 of vacation and
$0 and $467,954 of sick leave at June 30, 2008 and 2007, respectively, for estimated obligations
that may arise in connection with compensated absences for vacation and sick leave at the
current rate of employee pay. Employees fully vest in all earned but unused vacation. In
accordance with State personnel policies, employees hired prior to July 1, 2001, vest in
unused sick leave only upon retirement, at which time such unused leave can be converted
into employer paid premiums for post-retirement health care coverage or additional periods of
credited service for purposes of determining retirement benefits. For employees hired prior to
July 1, 1988, the Lottery pays 100% of the post-retirement health care premium. The Lottery
pays 50% of the premium for employees hired after June 30, 1988 through July 1, 2001. The
estimated obligation for sick leave is based on historical retirerent rates and current health care
premiums applicable to employee hire dates. Employees hired after June 30, 2001 do not vest in
unused sick leave upon retirement. As of June 30, 2008 sick leave obligations are included in the
OPEB(Other Postemployment Benefits) liability in Note 15.

NET ASSETS — Net assets are presented as restricted, unrestricted and invested in capital assets
which represents the net book value of all property and equipment of the Lottery.

OPERATING REVENUES AND EXPENSES — Operating revenues and expenses for proprietary
funds such as the Lottery are revenues and expenses that result from providing services and
producing and delivering goods and/or services. Operating revenues for the Lottery are derived
from providing various types of lottery games. Operating expenses include commissions, prize
costs, other direct costs of providing lottery games, and administrative expenses. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and expenses.

NOTE 3 - CASH AND CASH EQUIVALENTS

At January 31, 2009 the carrying amounts of deposits (overdraft) with financial institutions were
($34) thousand with a bank balance (overdraft) of $31 thousand. Of this balance $100 thousand
was covered by federal depository insurance with the remaining balance collateralized with
securities held by the State of West Virginia’s agent in the State’s name.
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A summary of the amount on deposit with the West Virginia Board of Treasury Investments
(BT1) is as follows (in thousands):

January 31, 2009 June 30, 2008
Amount on deposit with the BTI $246.,205 39,002

The deposits with the BTI are part of the State of West Virginia’s consolidated investment cash
liquidity pool and are not separately identifiable as to specific types of securities. Investment
income is pro-rated to the Lottery at rates specified by the BTI based on the balance of the
deposits maintained in relation to the total deposits of all state agencies participating in the pool.
Such funds are available to the Lottery with overnight notice.

NOTE 4 - CAPITAL ASSETS

A summary of capital asset activity for the period ended January 31, 2009 is as follows (in

thousands): : : .
Capital Assets:
Historical Cost Historical Cost
At June 30, 2008 Additions Deletions At January 31,_ 2009
Construction in
Progress % 285 % § (285) b
Improvements 1,120 1,120
Equipment 16,193 245 16.438
$ 17,598 $ 245 $ (285 $17.558
Acoumulated
Depreciation:
Historical Cost . Historical Cost
At June 30, 2008 Addifions Deletions At January 31, 2009
Improvements $ 1,002 5 45 g $ 1047
Equipment 11,345 LII3 12458
b3 12,347 § 1,158 : b} $ 13,505

NOTE 5 - PARTICIPATION IN THE MULTI-STATE L.OTTERY

The Lottery is a member of the Multi-State Lottery (MUSL), which operates the semi-weekly
POWERBALL® jackpot lotto game and HOT LOTTO® game, on behalf of participating state
lotteries. Each MUSL member sells game tickets through its agents and makes weekly wire
transfers to the MUSL in an amount equivalent to the total prize pool less the amount of prizes
won in each state. Lesser prizes are paid directly to the winners by each member lottery. The
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prize pool for POWERBALL®, and HOT LOTTO® is 50% of each drawing period’s sales, with
minimum jackpot levels. Revenues derived from the Lottery’s participation in the MUSL
POWERBALL® jackpot game for the month and year-to-date periods ended January 31, 2009
were $4,958,716 and $28,909,970 while related prize costs for the same periods were
$2,453,068 and $14,526,508. Revenues derived from the Lottery’s participation in the HOT
- LOTTO® game for the month and year-to-date periods ended January 31, 2009 were $359,526
and $2,733,130 while related prize costs for the same periods were $180,432 and $1,371,861.

MUSL places 2% of each POWERBALL® drawing period’s sales in separate prize reserve
funds that serve as a contingency reserve to protect the respective MUSL Product Groups from
unforeseen prize liabilities. Currently, the MUSL Board of Directors has placed a $75,000,000
limit on the POWERBALL® Prize Reserve Fund and a $25,000,000 limit on the Set Prize
Reserve Fund. These funds can only be used at the discretion of the respective MUSL Product
Group. Once the prize reserve funds exceed the designated limit, the excess becomes part of
that particular prize pool. Prize reserve fund monies ate refundable to MUSL Product Group
members if the MUSL disbands or, after one year, if a member leaves the MUSL. At January
31, 2009 the POWERBALL® prize reserve fund had a balance of $100,724,937 of which the
Lottery’s share was $2,382,585. The Lottery has charged amounts placed into the prize reserve
funds to prize costs as the related sales have occurred.

NOTE 6 - RACETRACK VIDEO LOTTERY

The Racetrack Video Lottery legislation stipulates the distribution of racetrack video lottery
revenues. This legislation has been amended since inception fo restate revenue distribution based
on revenue benchmarks. Initially, four percent (4%) of gross terminal revenue is allocated for
lottery administrative costs, Sixty-six percent (66%) of net terminal revenue (gross less 4%) is
allocated in Heu of commissions to: the racetracks (47%); other private entities associated with
the racing industry (17%); and the local county and municipal governments (2%). The remaining
revenues (34%) of net terminal revenue is allocated for distribution to State as specified in the
Racetrack Video Lottery Act or subsequent State budget, as described in the Note 9 titled
“Nonoperating Distributions to the State of West Virginia."

The first benchmark occurs when the current year net terminal revenue meets the fiscal year
1999 net terminal revenue. The counties and incorporated municipalities split 50/50 the two
percent (2%) net terminal revenue.

The second benchmark occurs when the current year gross terminal revenue meets the fiscal year
2001 gross terminal revenue. The four percent (4%) is no longer allocated for lottery
administrative costs; instead the State receives this for distribution as specified by legislation or
the State budget.
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The final benchmark occurs when the cutrent year net terminal revenue meets the fiscal year
2001 net terminal revenue. At this point a 10% surcharge is applied to net terminal revenue, with
58% of the surcharge allocated for distribution to the State as specified by legislation or the State
budget, and 42% of the surcharge allocated to separate capital reinvestment funds for each
licensed racetrack. After deduction of the surcharge, 55% of net terminal revenue is allocated in
lieu of commissions to: the racetracks (42%); other private entities associated with the racing
industry (11%); and the local county and incorporated municipality governments (2%). The
remaining net terminal revenue (45%) is allocated for distribution to the State as specified in
the Racetrack Video Lottery Act or subsequent State budget, as described in Note 9. Amounts
from the capital reinvestment fund may be distributed to each

racetrack if qualifying expenditures are made within the statutory timeframe; otherwise amounts
accumulated in the fund revert to the state excess lottery revenue fund.

The WV Lottery, along with the Rhode Island and Delaware lotteries, participate in Multi-
Jurisdictional Wide Area Progressive (MWAP) video games. This allows each of the lotteries to
offer a higher progressive jackpot than they could generate alone. MUSL manages the
progressive games and charges each participant a MWAP contribution fee of 4% of the amount
wagered. A summary of racetrack video lottery revenues for the month ended January 31, 2009
and year-to-date follows (in thousands):

Month ' Year- to -Date
2009 2008 2009 2008
Total credits played $ 646,909 $729304 $ 4,930,413 $5,436,805
Credits {prizes) won (583%,335) {658,546) ' (4,447,807 (4,913,183
MWAP Confributions (324} {290) (2,613) (2,148)
Gross terminal income 63,250 - 70,468 479,993 521,474
Administrative costs {1,179) (1,406) (14,501) (15,430)
Net Terminal Income 62,073 69,062 465,492 506,044
Less distribution to agents (34,724) (39,055} (275,177 (208,569)
Racefrack video lottery revenues :
- 30,007
$27,347 $190,318 § 207475

A summary of video lottery revenues paid or accrued for certain state funds to conform with the
legislation follows (in thousands):

January 31, 2009 Year-to Date
State Lottery Fund $ 8,487 $105,607
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State Excess Lottery Revenue 15,199 51.144
Fund
Capital Reinvestment Fund 1,362 4,568
Tourism Promotion Fund 1.375% 794 6,186
Development Office Promotion 216 1,687
Fund .375 %
Research Challenge Fund .5 % 287 2,250
Capitol Renovation & 305 3,693
Improvement
Fund .6875 %
* Parking Garage Fund .0625 % 36 281
Parking Garage Fund 1 % - 500
Cualtural Facilities & Capitol - 1,500
Resources Fund .5
% .

Capitol Dome & Capitol 875 2.499
Improvements
Fund .5 %

Worker’s Compensation Debt . .~ . 11,000
Reduction Fund 7
%

Total nonoperating distributions $27,347 3 190,315

NOTE 7 - LIMITED VIDEO LOTTERY

Limited video lottery legislation passed in 2001 has established specific requirements imposing
certain restrictions limiting the licensing for the operation of limited video lottery games to 9,000
terminals placed in licensed retailers. These licensed retailers must hold a qualifying permit for
the sale and consumption on premises of alcohol or non-intoxicating beer. The Lottery has been
charged with the administration, monitoring and regulation of these machines. The legislation
further stipulates the distribution of revenues from the limited video lottery games, and requires
any licensees to comply with all related rules and regulations of the Lottery in order to continue
its refailer status. The Limited Video Lottery legislation stipulates that 2% of gross terminal
income be deposited into the state lottery fund for administrative costs. Then, the state share
percentage of gross profit is to be transferred to the State Excess Lottery Revenue Fund. Such
percentage is between 30 and 50 percent and is subject to change

on a quarterly basis. Two percent is distributed to counties and incorporated municipalities in the
manner prescribed by the statute. The remaining amount of gross profit is paid to retailers and/or
-operators as prescribed in the Act, and is recorded as limited video lottery commissions in the
financial statements. Municipal and county distributions are accounted for as nonoperating
expenses. A summary of limited video lottery revenues for the month ended January 31, 2009
and year-to-date follows (in thousands):

Year- 1o -Date
20069 2008 2009 2008

Total credits played $394,166 $405,600 $2,835,472 52,822,044
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Credits (prizes) won (360,821 {371,943) (2,601,148) (2,589,120)
Gross terminal income $33,345 $33,657 $234,324 $232,924
Administrative costs (667) (673) (4,686) {4,659)
Gross Prefit - 32,678 32,984 $229,638 $228.265
Commissions (16,339) (16,492) . (114,819) (118,092)
Municipalities and Counties (634) {660) {4,593) {4,565)
Limited video loitery revenues $15,685 $15,832 $110,226 $105,608

NOTE 8 - TABLE GAMES

Table Games legislation passed in 2007 per House Bill 2718. Table games include blackjack,
roulette, craps, and various types of poker. Each racetrack licensee is subject to a privilege tax of
thirty five percent (35%) of adjusted gross receipts which will be deposited weekly into the
Racetrack Table Games Fund.

From the gross amounts deposited into the Racetrack Table Games Fund, the Commission, on a
monthly basis shall:

Retain 3% of the adjusted gross receipts for administrative expenses of which at least $100,000
and not more than $500,000 annually will be transferred to the Compulsive Gambling Treatment
Fund. Transfer two and one-half percent of adjusted gross receipts from all thoroughbred
racetracks with West Virginia Lottery table games to the special funds established by.each
thoroughbred racetrack table games licensee for the payment of regular racetrack purses to be
divided equally among each licensee and transfer two and one-half percent of adjusted gross
receipts from all greyhound racetracks with West Virginia Lottery table games to the special
funds established by each greyhound racetrack table games licensee for the payment of regular
racetrack purses to be divided equally among each licensee. Transfer two percent of

the adjusted gross receipts from all licensed racetracks to the Thoroughbred Development Fund
and the Greyhound Breeding Development Fund to be divided pro rata among the development
funds. Transfer one percent of the adjusted gross receipts from each licensed racetrack to the
county commissions of the counties where racetracks with West Virginia Lotiery table games are
located to be divided pro rata among the counties. Transfer two percent of the adjusted gross
receipts from each licensed racetrack to the governing bodies of municipalities within counties
where racefracks with West Virginia Lottery table games are located as prescribed by statute,
And transfer one-half of one percent of the adjusted gross receipts to the governing bodies of -
municipalities in which a racetrack table games licensee is located to be divided equally among
the municipalities. The Commission will distribute the remaining amounts, hereinafier referred
to as the net amounts in the Racetrack Table Games Funds as follows:

1) Transfer four percent into a special fund to be established by the Racing Commission
tobe used for payment into the pension plan for all employees of each licensed racing
association;

2) Transfer ten percent, to be divided and paid in equal shares, to each county
commission in the state where table games are not located;
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3) Transfer ten percent, to be divided and paid in equal shares, to the governing bodies of
each municipality in the state where table games are not located; and
4) Transfer seventy-six percent to the State Debt Reduction Fund.

The cash transferred to the State Debt Reduction Fund in the current month is included in Note
9-Nonoperating Distributions to the State of West Virginia. The table games adjusted gross
receipts for the month and year-to-date periods ended January 31, 2009 were $8,372,501 and
$55,600,448, respectively, The following table shows the month and year -to- date totals of the
privilege tax and the accrued distribuytions (in thousands) to be transferred in the subsequent
month:

Month YID
Table Games Privilege Tax $2,930 $19,460
Interest on Table Games Fund 1 20
Administrative Costs (251) (1.668)
Total Available for Distribution. 2,680 17,812
Less Distributions:
Racetrack Purse Funds 209 1,389
Thoroughbred & Greyhound Development Funds 168 1,112
Racing Commission Pension Plan 80 535
Municipalities/Counties 695 4,619
Total Distributions 1,152 7,655
State Debt Reduction Fund _$1.528 $10.157

NOTE 9- NONOPERATING DISTRIBUTIONS TO THE STATE OF WEST
VIRGINIA '

The Lottery periodically distributes surplus funds, exclusive of amounts incurred and derived
from limited video lottery and a portion of racetrack video lottery funds, to the State of West
Virginia in accordance with the legislation. For the year ending June 30, 2009 the State
Legislature budgeted $168,151,542 of estimated profits of the Lottery for distributions to
designated special revenue accounts of the State of West Virginia. With regard to the State
Lottery Fund, legislation stipulates that debt service payments be given a priority over all other
transfers in instances where estimated profits are not sufficient to provide for payment of all
appropriated distributions. Debt service payments of $1,800,000 and $1,000,000 per month for
the first ten months of each fiscal year currently have such priority. Transfers made pursuant to
the State Excess Lottery Revenue Fund have similar requirements; currently

payments are $3,608,834 per month for the first ten months of each fiscal year. In addition,
Legislation provides that, if in any month, there is a shortage of funds in the State Excess Lottery
Revenue Fund to make debt service payments, the necessary amount shall be transferred from
the State Lottery Fund to cover such shortfall, after the State

Lottery Fund debt service payments have been made. Repayments to the State Lottery Fund are
required to be made in subsequent months as funds become available. During the month ended
January 31, 2009 the Lottery made such distributions and accrued additional distributions of
$43,874,226. The Lottery is a non-appropriated state agency and therefore does not have a
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budget adopted by the Legislature. Since the enactment of the Racetrack Video Lottery Act, the
Lottery is also statutorily required to distribute income from racetrack video lottery operations as
described in Note 6. As of January 31, 2009 the Lottery accrued additional distributions relating
to racetrack video lottery operations of $490,667.

Note 7 describes the Limited Video Lottery Act and the statutory distributions required to be
made from limited video lottery operations. Note 8 describes the Table (ames Act and the
statutory distributions required to be made from table games operations.

A summary of the cash distributions made to certain state agencies to conform to the legislation
follows (in thousands):

BUDGETARY DISTRIBUTIONS ' Janvary 31, 2009 Year-to-Date
State Lottery Fund: .

Bureau of Senior Services $ 3.012 $ 58,131

Department of Education 1.802 . 34,782
Library Commission 592 11419
Higher Education-Policy Commission 566 ‘ 10,921
Tourism 408 7.868
Natural Resources : 179 3.452
Division of Culture & History 301 5.812
Department of Education & Arts 62 1,199
Building Commission 1,000 7.000
School Building Authority 1,800 12,600

Total State Lottery Fund $ 9,722 $ 153,184
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NOTE 9- NONOPERATING DISTRIBUTIONS TO THE STATE OF WEST VIRGINIA

(continued)

State Excess Lottery Revenue Fund:
Economic Development Fund

Higher Education Improvement Fund
General Purpose Account
Higher Education Improvement Fund
State Park Improvement Fund
School Building Authority

Refundable Credit

Excess Lottery Surplus
. West Va. Infrastructure Council

Total State Excess Lottery Revenune Fund

Fotzl Budgetary distributions:

Veterans Instant Ticket Fund

Other Racefrack Video Lottery distributions:
Tourism Promotion Fund 1.375%
Development Office Promotion Fund .375%
Research Challenge Fund .5%
Capitol Renovation & Improvement Fund .6875%
Parking Garage Fund .0625 %
Parking Garage Fund 1 %
Cultural Facilities & Cap. Resources Fund .5%
Capitol Dome & Cap. Improvements Fund .5%
Workers Compensation Debt Reduction Fund 7%

Total

Table Games State Debt Reduction Fund

Total nonoperating distributions to the
State of West Virginia (cash basis)

Accrued nonoperating distributions, beginning
Accrued nonoperating distributions, end

Total nonoperating distributions to the
State of West Virginia

$ 1,900
1,000
8,181

1,670
4,688

13,361

$ 30,800

$ 40,522

$ 13,300
7,000
65,000
27,000
1,670
8,941

374

13,361

$ 947
238

344

A73

43

688

$ 136,646

$ 289,830

$ 2,753

$ 1,491

$ 44,820

{183,255)
186,136

$ 459

$ 6276
1,712
2,282
3,138

285
500
1,500
2,564
11,000

$ 47,701

$ 29,257

9,740

$ 329,286

(166,967)
186,136

$ 348,455




West Virginia Lottery R¥Q ~ LOT 451 — Audit Services

NOTE 10 ~ RESTRICTED NET ASSETS

On June 14, 2006, House Bill 106 was enacted by the West Virginia State Legislature to set
aside unexpended administrative expenses of the Lottery up to the limits for such expenses
established by the enabling legislation of traditional, racetrack video lottery, and limited video
lottery games in an amount not to exceed $20,000,000 beginning in fiscal year 2006 and each
year through fiscal year 2012. These assets are to be set aside for the design and construction of a
building for the use of the Lottery and certain other State of West Virginia governmental entities.
The lottery contributed $16,305,938 to the fund for fiscal year 2008 plus related interest of
$1,354,095. '

NOTE 11 - COMMITMENTS

The Lottery Commission has set aside funds as unrestricted net assets for the acciui;iﬁcn of
future assets. As of June 30, 2008, a balance of 5,497,770 is available for this purpose.

NOTE 12 - DEFERRED JACKPOT OBLIGATIONS AND INVESTMENTS HELD IN
TRUST

Prior to becoming a member of the Multi-State Lottery in 1988, the prize structure of certain
games operated solely by the Lottery included jackpot prizes. The Lottery, at its discretion, could
choose to award such prizes in the form of either a lump sum payment or in equal installments
over a period of 10 or 20 years, through January 31, 2009, the Lotiery has awarded twenty-one
deferred jackpot prizes totaling approximately $28,868,786, Deferred prize awards were
recognized as prize liabilities equivalent to the present value of future prize payments discounted
at interest rates for government securities in effect on the date prizes were won. The imputed
interest portion of the deferred prize is calculated using the effective interest method at rates
ranging from 7.11% t0 9.13%.

A summary of the present value of the remaining obligations for deferred jackpot prize awards
follows (in thousands):

January 31, 2009 June 30, 2008
Present value of deferred prize award obligations:
Discounted obligations outstanding $ - $ 120
Imputed interest accrued - 9
' | - 129

Less current portion of discounted

obligations and accrued interest - (129
Long-term portion of deferred prize

award obligations $ - $ -
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Cash payments on deferred prize obligations for the year are as follows (in thousands):

Original
Discounteé
Obligations - Imputed
Year Ended Outstanding Interest , Total
June 30, 2009* 120 0 130

*Paid 8/15/2008

The Lottery has purchased long-term investments consisting principally of zero coupon
government securities to fund deferred jackpot prize award obligations. Such investments are
maintained in a separate frust fund administered by the West Virginia Board Of Treasury
Investments on behalf of the Lottery and the jackpot prize winners, with investment maturities
approximating deferred prize obligation installment due dates. Investments are carried at fair
value determined by quoted market prices for the specific obligation or for similar obligations.
Changes in fair value are included as part of investment income. In accordance with Statement
No. 3 of the Government Accounting Standards Board, these investments are classified as to
level of risk in Category 1, which includes investments that are insured or registered, or for
which the securities are held by the State or its agent in the State’s name.

NOTE 13 - RETIREMENT BENEFITS

All full-time Lottery employees are eligible to participate in the State of West Virginia Public
Employees’ Retirement System (PERS), a cost-sharing multiple-employer defined benefit public
employee retirement system. The PERS is one of several plans administered by the West
Virginia Consolidated Public Retirement (CPRB) under the direction of its Board of Trustees,
which consists of the Governor, State Auditor, State Treasurer, Secretary of the Department of
Administration, and nine members appointed by the Governor. CPRB prepares separately issued
financial statements covering all retirement systems it administers, which can be obtained from
Consolidated Public Retirement Board, Building 5, Room 1000, State Capitol Complex,
Charleston, West Virginia 25305-0720.
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Employees who retire at or after age sixty with five or more years of contributory service or who
retire at or after age fifty-five and have completed twenty-five years of credited service with age
and credited service equal to eighty or greater are eligible for retirement benefits as established
by State statute. Retirement benefits are payable monthly for life, in the form of a straight-line
annuity equal to two percent of the employee’s average annual salary from the highest 36
consecutive months within the last 10 years of employment, multiplied by the number of years of
the employee’s credited service at the time of retirement,

Covered employees are required o contribute 4.5% of their salary to the PERS. The Lottery is
required to contribute 10.5% of covered employees’ salaries to the PERS. The required
employee and employer contribution percentages have been established and changed from time
to time by action of the State Legislature. The required contributions are not actuarially
determined; however, actuarial valuations are performed to assist the Legislature in determining
appropriate coniributions. The Lottery and employee contributions, for the period ending January
31, 2009 are as follows (in thousands):

36

Januwary 31, 2009 Year-to Date
Lottery contributions $55 $385
Employee contributions 23 : 169
Total contributions $78 $554

NOTE 14 - RISK MANAGEMENT

The Lottery is exposed to various risks of loss related to toris; theft of, or damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Lottery participates in several risk management programs administered by the State of West
Virginia. Each of these risk pools have issued separate audited financial reports on their
operations. Those reports include the required supplementary information concerning the
reconciliation of claims liabilities by type of contract and ten-year claim development
information. Complete financial statements of the individual insurance enterprise funds can be
obtained directly from their respective administrative offices.

WEST VIRGINIA WORKERS’ COMPENSATION COMMISSION (WCC)

The State of West Virginia operated an exclusive state-managed workers® compensation
insurance program {WCC) prior to December 31, 2005. A framework for the privatization of
workers® compensation insurance in West Virginia was established with the passage of Senate
Bill 1004 and the WCC trust fund was terminated effective December 31, 2005. A privatized
business entity, BrickStreet Administrative Services (BAS), was established and became the
administrator of the WCC Old Fund, beginning January 1, 2006, and thereafter for seven years,
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and will have all administrative and adjudicatory authority previously vested in the WCC trust
fund in administering old law Habilities and otherwise processing and deciding old law claims.
BAS will be paid a monthly administrative fee and rated premium to provide a prompt and
equitable system for compensation for injury sustained in the course of and growing out of
employment. The monthly administrative fee for the West Virginia Lotiery has been set at a level
consistent with prior year payments and the new rate or premium will be established on an
experience rated basis. The West Virginia Lottery is required to participate in the new
BrickSireet Administrative Services (BAS) experience rated pool, which is expected to be rate
adjusted on a quarterly basis.

PUBLIC EMPLOYEES’ INSURANCE AGENCY (PEIA)

The Lottery participates in the Public Employees’ Insurance Agency which provides an employee benefit insurance
program to employees. PEIA was established by the State of West Virginia for State agencies, institutions of
higher education, Boards of Education and component units of the State. In addition, local
governmental entities and certain charitable and public service organizations may request to be
covered by PEIA. PEIA provides a base employee benefit insurance program which includes
hospital, surgical, major medical, prescription drug and basic life and accidental death.
Underwriting and rate setting policies are established by PEIA. The cost of all coverage as
determined by PEIA shall be paid by the participants. Premiums are established by PEIA and
are paid monthly, and are dependent upon, among other things, coverage required, number of
dependents, state vs. non state employees and active employees vs. retired employees and level
of compensation. Coverage under these programs is limited to $1 million lifetime for health and
$10,000 of life insurance coverage.

The PEIA risk pool retains all risks for the health and prescription features of its indemnity plan.
PEIA has fully transferred the risks of coverage to the Managed Care Organization (MCO} Plan
to the plan provider, and has fransferred the risks of the life insurance coverage to a third party
insurer. PEIA presently charges equivalent premiums for participants in either the indemnity
plan or the MCO Plan. Altogether, PEIA insures approximately 205,000 individuals, including
participants and dependents.

BOARD OF RISK AND INSURANCE MANAGEMENT (BRIM)

The Lottery participates in the West Virginia Board of Risk and Insurance Management (BRIM),
a common risk pool currently operating as a common risk management and insurance program
for all State agencies, component units, and other local governmental agencies who wish fo
participate. The Lottery pays an annual premium to BRIM for its general insurance coverage.
Fund underwriting and rate setting policies are established by BRIM. The cost of all coverage as
determined by BRIM shall be paid by the participants. The BRIM risk pool retains the risk of
the first $1 million per property event and purchases excess insurance on losses above that level.
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Excess coverage, through an outside insurer under this program is limited to $200 million per
event, subject to limits on certain property. BRIM has $1 million per occurrence coverage
maximum on all third-party liability claims.

NOTE 15 - OTHER POSTEMPLOYMENT BENEFITS (OPEB)

The GASB has issued Statement No. 43, "Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans," and Staternent No. 45, "Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions” (OPEB). The State nor the
Lotiery has previously reported in its financial statements costs associated with future
participation of retirees in health benefit plans. The GASB statements are based on the premise
that the "costs" of employee services should be reported during the periods when the services are
rendered. Beginning with fiscal year ending June 30, 2008, the State will itnplement accounting
and financial reporting requirements as an employer under GASB Statement No. 45. The
financial statements will report OPEB funded status and funding progress and any "premium
subsidy” resulting from the pooling of retiree participants with active employees in the health
benefit plans. For "employer” OPEB reporting the State will report "expense" on an accrual bagis
in the amount of the "annual required contribution” and a "liability" for the amount of the
"annual required contribution” that was not actually paid.

Funds have not been set aside to pay future costs of retirees, but the Legislature in respounse to
the GASB statements, has made statutory changes to create the West Virginia Retiree Health
Benefit Trust Fund (RHBT), an irrevocable trust fund, in which employer contributions for
future retiree health costs may be accumulated and invested, and which is expected to facilitate
the separate financial reporting of OPEB. The legislation requires the RHBT to determine
through an actuarial study, as prescribed by GASB No. 43, the ARC(Annual Required
Contribution) which shall be sufficient to maintain the RHBT in an actuarially sound manner.
The ARC shall be allocated to respective employers including the Lottery who are required by
law to remit at least the minimum annual premiuvm component of the ARC. Revenues collected
by RHBT shall be used to fund current OPEB healthcare claims and administrative expenses
with residue funds held in trust for future OPEB costs. The Annual Required Contribution rate is
$461.06 per employee per month, In fiscal year 2008, the Lottery paid premiums of $98,625 and
the State of West Virginia, through its General Revenue Fund on the Lottery’s behalf, has paid
$472,247 towards the Annual Required Contribution. As of June 30, 2008 the Lottery carried a
liability of $10,073 on its balance sheet for OPEB.

NOTE 16 - NEW ACCOUNTING PRONOUNCEMENTS

The Governmental Accounting Standards Board (GASB) issued Statement No. 50, Pension
Disclosures, an amendment of GASB Statements No. 25 and No. 27, in 2007, This Statement
more closely aligns the financial reporting requirements for pensions with those for other
postemployment benefits (OPEB) and, in doing so, enhances information disclosed in notes to
the financial statements or presented as required supplementary information (RSI) by pension
plans and by employers that provide pension benefits, The reporting changes required by this
Statement amend applicable note disclosure and RSI requirements of Statements No. 25,
Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined
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Contribution Plans, and No. 27, Accounting for Pensions by State and Local Governmental
Employers, to conform with requirements of Statements No. 43, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans, and No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions. This Statement is
effective for periods beginning after June 15, 2007, and management has not yet determined
what impact, if any, it will have on the financial statements,
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a1
RFQ No. LO 7 ‘457

STATE OF WEST VIRGINIA
Purchasing Division

PURCHASING AFFIDAVIT

VENDOR OWING A DEBT TO THE STATE: ,

West Virginia Code §5A-3-10a provides that: No contract or renewal of any contract may be awarded by the
state or any of its polifical subdivisions to any vendor or prospective vendor when the vendor or prospective
vendor or a related party to the vendor or prospective vendor is a debtor and the debt owed is an amount
greater than one thousand dollars in the aggregate. '

PUBLIC IMPROVEMENT CONTRACTS & DRUG-FREE WORKPLACE ACT:

It this is a solicitation for a public improvement construction contract, the vendor, by its signature below, affirms
that it has a written plan for a drug-free workplace policy in compliance with Article 1D, Chapter 21 of the West
Virginia Code. The vendor must make said affirmation with its bid submission. Further, public improvement
construction contract may not be awarded to a vendor who does not have a written pian for a drug-free
workplace policy in compliance with Article 1D, Chapter 21 of the West Virginia Code and who has not
submitted that plan to the appropriate contracting authority in timely fashion. For a vendor who is a
subcontractor, compliance with Section 5, Article 1D, Chapter 21 of the West Virginia Code may take place
before their work on the public improvement is begun. .

ANTITRUST: _

in submitting a bid to any agency for the state of West Virginia, the bidder offers and agrees that if the bid is
accepted the bidder will convey, sell, assign or transfer to the state of West Virginia all rights, fitle and interest
in and to all causes of action it may now or hereafter acquire under the antitrust laws of the United States and
the state of West Virginia for price fixing and/or unreasonable restraints of trade relating to the particular
commodities or services purchased or acquired by the state of West Virginia. Such assignment shall be made
and become effective at the time the purchasing agency tenders the initial payment to the bidder.

| certify that this bid is made without prior understanding, agreement, or connection with any corporation, firm,
limited liability company, partnership or person or entity submitting a bid for the same materials, supplies,
equipment or services and is in all respects fair and without collusion or fraud. | further certify that | am
authorized to sign the certification on behalf of the bidder or this bid.

LICENSING:

Vendors must be licensed and in good standing in accordance with any and all state and local laws and
requirements by any state or local agency of West Virginia, including, but not limited to, the West Virginia
Secretary of State's Office, the West Virginia Tax Department, West Virginia Insurance Commission, or any
other state agencies or political subdivision. Furthermore, the vendor must provide all necessary releases {0
obtain information to enable the Director or spending unit to verify that the vendor is licensed and in good
standing with the above entities.

CONFIDENTIALITY:

The vendor agrees that he or she will not disclose fo anyone, directly or indirectly, any such personally
identifiable information or other confidential information gained from the agency, unless the individual who is
the subject of the information consents to the disclosure in writing or the disclosure is made pursuant to the
agency's policies, procedures and rules. Vendor further agrees to comply with the Confidentiality Policies and
information Security Accountabllity Requirements, set forth in http:/fwww.state.wv.usfadmin/purchase/ptivacy/
noticeConfidentiality. pdf.

Under penalty of law for false swearing (West Virginia Code §61-5-3), it is hereby certified that the vendor
affirms and acknowledges the information in this affidavit and is in compliance with the requirements as stated.

Vendot's Name: CAUNOZAL ‘ /‘)'Sg Q 9’3@‘@9{; C’Om _
Authorized Signature: M\ — L3 A Pate: _§- |3 -2
Purchasing AHidavit (Revised 01/01/09)
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State of West Virginia A
VENDOR PREFERENCE CERTIFICATE

Certification and application” is hereby made for Preference in accordance with West Virginia Code, §5A-3-37. (Does notapply to
construction contracts). West Virginia Code, §5A-3-37, provides an opporiunity for qualifying vendors to request (at the time of bid)
preference for their residency status. Such preference is an evaluation method only and will be applied only to the cost bid in
accordance with the West Virginia Code. This certificate for application is to be used to request such preference. The Purchasing
Division will make the determination of the Resident Vendor Preference, if applicable. :

4, Application is made for 2.5% resident vendor preference for the reason checked:

Bidder is an individual resident vendor and has resided continuously in West Virginia for four (4) years immediately preced-
ing the date of this certification; or,

‘Bidderis a parinership, association or corporation resident vendor and has maintained its headquarters or principal place of
business continuously in West Virginia for four (4) years immediately preceding the date of this certification; or 80% of the
ownership interest of Bidder is held by ancther individual, partnership, association or corporation resident vendor who has
maintained its headguarters or principal place of business continucusly in West Virginia for four (4) years immediately
preceding the date of this certification; or,

Bidder is a nonresident vendorwhich has an affifiate or subsidiary which employs a minimum of ene hundred state residents
and which has maintained its headquarters o principal place of business within West Virginia continuously for the four (4)
years immediately preceding the date of this certification; or,

2, Application is made for 2.5% resident vendor preference for the reason checked: .
Bidder is a resident vendor who certifies that, during the life of the contréict, on average at legst 75% of the employees
working on the project being bid are residents of West Virginia who have resided in the state continuously for the two years

immediately preceding submission of this bid; o,

3. Application is made for 2.5% resident vendor preference for the reason checked:

Bidder is a nonresident vendor employing a minimum of one hundred state residents or is a nonresident vendor with ah
affiliate or subsidiary which maintains its headquarters or principal place of business within West Virginia employing a
minimum of one hundred state residents who certifies that, during the iife of the contract, oh average at least 75% of the
employees or Bidder's affiliate’s or subsidiary’s employees are residents of West Virginia who have resided in the state
continuously for the two years immediately preceding submission of this bid; or,

4, Application is made for 5% resident vendor preference for the reason checked:
Bidder meets either the requirsment of both subdivisions (1) and (2) or subdivision (1) and (3) as stated above,; or,

5. Application is made for 3.5% resident vendor preference who is a veteran for the reason checked:

Bidder is an individual resident vendor who is a veteran of the United States armed forces, the reserves or the National Guard
and has resided in West Virginia continuously for the four years immediately preceding the date on which the bid is
submitted; or,

o

Application is made for 3.5% resident vendor preference who is a veteran for the reason checked:

Bidder is a resident vendor who is a veteran of the United States armed forces, the reserves or the National Guard, if, for
purposes of producing or distributing the commodities or completing the project which is the subject of the vendor's bid and
continuously over the entire term of the project, on average at least seveniy-five percent of the vendor's employees are
residents of West Virginia who have resided in the state continuously for the two immediately preceding years.

Bidder understands if the Secretary of Revenue determines that a Bidder receiving preference has failed to continue to meet the
requirements for such preference, the Secretary may order the Director of Purchasing to. () reject the bid; or (b) assess a penally
against such Bidder in an amount not o exceed 5% of the bid amount and that such penalty will be paid to the contracting agency
or deducted from any tnpaid balance on the contract or purchase order.

By submission of this certificate, Bidder agrees to disclose any reasonably requested information to the Purchasing Division and
authorizes the Department of Revenhue to disclose o the Director of Purchasing appropriate information verifying that Bidder has paid
the required business taxes, provided that such information does not contain the amounts of taxes paid nor any other information
deemed by the Tax Commissioner to be confidential.

Under penalty of law for false swearing (West Virginia Code, §61-5-3), Bidder hereby certifies that this certificate is frue
and accurate in all respects; and that if a contract is issued to Bidder and if anything contained within this certificate
changes during the term of the contract, Bidder will notify the Purchasing Division in writing immediately.

gidder:__CAXOTU : ASte c:-zw/egf O s signed: |\ —
pate:___ 9~ [5- 20R Tite: __ (D) ﬁﬂf/ ﬁ PzR el

*Check any combination of preferente consideration(s) indicated above, which you are entitled to receive,
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GENERAL TERMS & CONDITIONS
REQUEST FOR QUOTATION (RFQ) AND REQUEST FOR PROPOSAL (RFP)

1. Awards will be made i the best Interest of the State of West Virginia.
2. The State may accept or reject in part, or in whole, any bid. .
3. All quotations are govemed by the West Virginia Code and the Legislative Rules of the Purchasing Division.

4, Prior to any award, the apparent successful vendor must be properly registered with the Purchasing Division
and have paid the required $125 fee, ‘

5. All sarvices performed or goods delivered under State Purchase Order/Contracts are to be continued for the
term of the Purchase Order/Contracts, contingent upon funds being appropriated by the Legislature or otherwise
being made availlable. In the event funds are not appropriated or otherwise available for these services or
goods, this Purchase Order/Confract becomes void and of no effect after June 30,

6. Payment may only be made after the delivery and acceptance of goods or services,

7. interest may be paid for late payment in accordance with the West Virginia Code.

8. Vendor preference will be granted upon written request in accordance with the West Virginia Code.

9. The State of West Virginia is exempt from foderal and state taxes and will not pay or reimburse such taxes.

10, The Diractor of Purchasing may cancel any Purchase Order/Contract upon 30 days written notice to the selier.

- 11, The laws of the Stale of West Virginia and the Legisfative Rules of the Purchasing Division shall govern
?)"d ri érts and duties under the Contract, including without limitation the validity of this Purchase
rder/Contract,

12. Any reference to automatic renewal is hereby deleted. The Contract may be renewed only upon mutual written
agreament of the partles.

13, BANKRUPTCY: In the event the vendorfcontractor files for bankruptcy protection, this Coniract may be
deamed null and void, and terminated without further order.

14. HIPAA BUSINESS ASSOCIATE ADDENDUM: The West Virginia State Government HIPAA Business Associate
Addendum (BAA), approved by the Attorney General, and available online at the Purchasing Division's web site
(http://www.stale,wv.us/admin/purchase/vrc/hipaa.bim) is hereby made part of the agreement. Provided that,
the Agency meets the definition of a Cover Enlity (45 CFR §160.103) and will be disclosing Protected Health
information (45 CFR §160.103) fo the vendor, :

15. WEST VIRGINJA ALCOHOL & DRUG-FREE WORKPLACE ACT: If this Contract constitutes a public improvement
construction contract as set forth in Article 1D, Chapter 21 of the West Virginia Code ("The West Virginia Alcohol
and Drug-Free Workgtace Act"), then the following language shall hereby become part of this Coniract: "The
contractor and its subcontractors shall implement and maintain a written drug-free workplace policy in compliance
with the West Virginia Alcoho! and Drug-Free Workplace Act, as set forth in Article 1D, Chapter 21 of the West
Virginia Code. The conftractor and its subcontractors shall provide a sworn statement in writing, under the
penhalties of perjury, that they maintain a valid drug-free work place policy in compliance with the West Virginia
and Drug-Free Workplace Act. It is undetstood and agreed that this Contract shall be cancelled by the awarding
authority if the Contractor: 1) Fails to implement its drug-free workplace policy; 2) Fails to provide information
regarding implementation of the contractor's drug-free workplace policy at the request of the public authority; or
3) Provides to the public authority false information regarding the contractor's drug-free workplace poliey.”

INSTRUCTIONS TO BIDDERS

1. Use the guotation forms provided by the Purchasing Division.

2. SPECIFICATIONS: ltems offered must be in compliance with the spedifications. Any deviation from the
specifications must be clearly indicated iﬂ the bidder. Alternates offered by the bidder as EQUAL to the
specifications must be clearly defined. bidder offering an alternate should attach complste specifications
and literature to the bid, The Purchasing Division may waive minor deviations to specifications.

3. Complete all sections of the quotation form,

4. Unit prices shall prevail in case of discrepancy.

5. Al quotations are considered F.O.B. destination unless aiternate shipping terms are clearly identifled in the
quotation.

8. BID SUBMISSION: All quotations must be delivered by the bidder to the office listed below prior to the date and time
of the bid opening. Failure of the bidder to deliver the quotations on time wili result in bid disqualifications:
Department of Administration, Purchasing Division, 2019 Washington Street East, P.O. Box 50130,
Charlaston, WV 26305-0130 '

B 7//OR
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GENERAL TERMS 8 CONDITIONS
REQUEST FOR QUOTATION (RFQ) AND REQUEST FOR PROPOSAL (RFP)

1. Awards will be made in the best interest of the State of West Virginia.
2. The Staie may accept or reject in part, or in whole, any bid.
3. All guotations are governed by the West Virginia Code and the Legislative Rules of the Purchasing Division.

4, Prior to any award, the apparent successful vendor must be properly regisiered with the Purchasing Division
and have paid the required $125 fee.

5. All services performed or goods delivered under State Purchase Order/Contracts are to be contihued for the
term of the Purchase Order/Contracts, contingent upon funds being appropriated by the Legislaiure or otherwise
being made available. In the eveni funds are not appropriated or cotherwise available for thess services or
goods, this Purchase Order/Contrast becomes void and of no effect after June 30,

6. Payment may only be made after the delivery and accepiance of goods ot services.

7. Interest may be paid for late payment in accordance with the West Virginia Code.

8. Vendor preference will be granted upon written request in accordance with the West Virginia Code.

8, The State of West Virginia is exempt from federal and state taxes and will not pay or reimburse such taxes.

10, The Director of Purchasing may cancel any Purchase Order/Contract upon 30 days written nofice to the seller.

11. The laws of the State of West Virginia and the Legislative Rules of the Purchasing Division shall govern
alid ri/gh’cs and dulies under the Contract, including without Jimitation the validity of this Purchase
Order/Contract.

12. Any reference to aulomatic renewal is hereby deleted. The Contract may be renewed only upon mutual written
agresrment of the parlies.

13. BANKRBUPTCY: Iin the event the vendor/contractor files for bankruptcy protection, this Contract may be
deemead null and void, and terminated without further order.

14. HIPAA BUSINESS ASSOCIATE ADDENDUM: The West Virginia State Government HIPAA Business Associate
Addendum (BAA}, approved by the Attorney General, and available online at the Purchasing Division's web site
(http/rwww.statewv.us/admin/purchase/vre/hipaa.htm) is hersby made part of the agreement. Provided that,
the Agency meets the definiion of a Cover Entity (45 CFR §160.103) and will be disclosing Protected Health
Information (45 CFR §180.103} o the vendor.

15. WEST VIRGINIA ALCOHOL & DRUG-FREE WORKPLACGE ACT: If this Contract constitutes a public improvement
consiruction coniract as set forth in Article 1D, Chapter 21 of the West Virginia Code {"The West Virginia Aleohol
and Drug-Free Workplace Act’), then the following language shall hereby becoms part of this Contract: "The
contractor and its subcontractors shall implement and maintain a writien drug-free workplace policy in compliance
with the West Virginia Alcohol and Drug-Free Workplace Act, as set forth in Arlicle 1D, Chapter 21 of the West
Virginia Code. The contractor and its subcontractors shall provide a swom statement in writihg, under the
penalies of perjury, that they maintain a valid drug-free work place policy in compliance with the West Virginia
and Drug-Free Workplace Act. It is understood and agreed that this Contract shall be cancelled by the awarding
authority if the Contractor: 1) Fails to implement its drug-free workplace policy; 2) Fails to provide information
regarding implementation of the contractor's drug-free workplace policy at the request of the public authority; or
3) Provides to the public authority false information regarding the contractor's drug-free workplace policy.”

INSTRUCTIONS TO BIDDERS

1. Use the guotation forms provided by the Purchasing Division,

2. SPECIFICATIONS: ltems offered must be in compliance with the specifications. Any deviation from the
specifications must be clearly indicated by the bidder. Alternates offered by the bidder as EQUAL to the
specifications must be clearly defined. A bidder offering an alternate should altach complete specifications
and literature to the bid. The Purchasing Division may waive minor deviations to specifications.

3. Complete all sections of the guotation form.

4. Unit prices shall prevail in case of discrepancy.

5. All quotations are considered F.O.B. destination unless alternate shipping terms are clearly identified in the
guotatlion.

6. BID SUBMISSION: All quotations must be delivered by the bidder to the office listed below prior to the date and time
of the bid opening. Fallure of the bidder to deliver the quotations on time will result in bid disqualifications:
Department of Administration, Purchasing Division, 2019 Washington Street East, P.O. Box 50130,
Charieston, WV 256305-0130
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West Virginia Lottery RFQ —~ LOT 451 — Audit Services

ATTACHMENT A

COST BID

SCHEDULE OF TOTAL PROFESSIONAL FEES AND EXPENSES FOR THE ANNUAL
FINANCIAL AUDIT.

Hourly

Hours Rates Total
Partners, Members 120 Ri°s %w
Managers - [60 - _ 58 _o?@D
Supervisory Staff 20 S0 w
Staff 20 Yo 7&1&3

Other (specify)

Total all-inclusive maximum price

for the annual audit and other services

as required in this request for quotation $ 3 C/; OU0
7

18



