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April 18,201 |

Ms, Krista Ferrell

Department of Administration, Purchasing Division
State of West Virginia

Building 15

2109 Washington Street, East

Charleston, WV 25305-0130

Subject: RFQ#: FARI 16021, Statewide Cost Allocation Plan (SWCAP)
Dear Ms. Ferrell:

MGT of America, Inc. (MGT) is pleased to submit our proposal in response to the State of West
Virginia (State) request for quotations (RFQ) FARI 16021, “Statewide Cost Allocation Plan (SWCAP).”
MGT is committed to providing all requested RFQ services. MGT hereby confirms that MGT is
authorized to do business in West Virginia (certificate attached) and will comply with all provisions of
the RFQ. Neither the firm nor any individual to be assigned to work on the contract has any possible
conflict of interest.

State of West Virginia/MGT Partnership

Founded in 1974, MGT is a national research and management consulting firm specializing in providing
management and financial services to public-sector clients. As our clients will confirm, our staff of over
I 10 professionals bring a wealth of knowledge and depth of understanding to all client engagements,
delivering the highest quality and timely services to clients.

While the qualifications and experience of a firm are important, perhaps more important are the
qualifications and experience of a firm’s proposed project team. The MGT costing services consultants
proposed to complete the scope of services requested by the State have successfully completed
numerous statewide cost allocation plans (SWCAP), indirect cost rate proposals, and service billing
rate projects for state agencies. Members of our proposed project team have completed SWCAPs for
the states of Alabama, Alaska, Arizona, Colorado, Florida, Idaho, Kansas, Louisiana, Montana, Nevada,
New Mexico, Texas, and Washington. Within the last five years MGT has completed SWCAPs for the
following states:

% Nevada — FY 2008, FY 2009, FY 2010, FY 2011, and FY 2012 SWCAPs. FY 2010/201 |
ARRA Supplemental SWCAP.

% New Mexico — FY 2007, 2008, FY 2009, FY 2010, FY 2011, and FY 2012 SWCAPs. FY
2010/201 1 ARRA Supplemental SWCAP.

% Texas — FY 2009, FY 2010 and FY 2011 SWCAPs. FY 2010/20f| ARRA Supplemental
SWCAP. Currently preparing the FY 2012 SWCAP.

“*  Washington — FY 2012 SWCAP.

% WU.S. Territory of the Virgin Islands — FY 2010 SWCAP. Currently preparing FY 201 |
SWCAP.

Although we are committed and able to develop the most technically compliant SWCAPs, we believe
our most important objective is to assist state agencies in the actual application of project results and
the recovery of administrative costs from non-general fund sources. The extensive experience and
understanding of cost recovery principles and state government operations by our consultants will
enable us to assist West Virginia in identifying the maximum allowable administrative costs; and more
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important, actually recovering those costs from non-general fund sources and reducing the State’s risk
of potential pay backs to the federal government.

As our clients will confirm, we will spend the extra time to train and educate State staff on generally
accepted accounting and federal cost recovery principles, policies, and procedures; and to assist them
in recovering administrative costs.

We believe you will find that our proposed project team and comprehensive work plan will provide
the State with deliverables in compliance with OMB Circular A-87 that are defensible and optimize the
State’s goals and objectives. MGT provides a true team of consultants, all with a high level of
experience with similar statewide cost allocation projects. By having a team of experienced individuals
assigned to the project, the State will have consistent access to experts knowledgeable about this
project if questions should arise, regardless of whether the Project Director happens to be
immediately available. In addition to the team assigned, MGT has over 25 additional consultants that
can be incorporated into the project team if needed.

Many MGT clients have chosen, and continue to rely on MGT for SWCAP and other federal cost
recovery services precisely because of the high level of service and responsiveness to issues that our
project team provides. In 2010, the State of Washington switched to MGT for SWCAP services. We
encourage you to contact their assigned project coordinator, Michael Schuab, as he can attest to the
MGT level of service and responsiveness gained by switching to MGT.

“+ State of Washington
Contact:  Michael Schaub

Title: Office of Financial Management, State Financial Senior Consultant
Phone: 360-725-0225
E-Mail: Michael.Schaub@OFM.WA.GOV

MGT looks forward to the opportunity to serve the State of West Virginia. We believe the advantages
for selecting MGT presented in our response to your RFQ and technical proposal will lead the State
to conclude that we offer the best choice to provide the requested services and meet the State’s
objectives.

Person Authorized to Bind Contact for Clarification
The person who is authorized to contractually The following individual should be contacted
obligate our firm with respect to this proposal is: for clarification of our proposal:
Mr. Mark Epstein, Senior Partner Mr. Joel Nolan
MGT of America, Inc. National Director, Costing Services Practice
502 East | |t Street, Suite 300 MGT of America, Inc,
Austin, Texas 78701 8067 N. |15th Drive
Phone: 512-476-4697 : Phoenix Arizona 85021
Fax: 512-476-4699 Phone: 602-595-9728
E-mail: mepstein@mgtamer.com E-mail: jnolan@mgtamer.com

As an MGT Senior Partner, | authorize this RFQ Response and Technical Proposal which are valid for
a period of 120 days.

Sincerely,

Mark Epstein, Senior Partner




CORPORATE RESOLUTION

, the undersigned Secretary of MGT of America, Inc., a corparation organized and existing under the 1aws of
the State of Florida, do hereby certify that a meeting of the Board of Directors of said corporation, duly
held in the month of February in the year 2009 a guorum being present, the following resolution was
adopted and entered upon the regular minute book of said corporation, is in accordance with the by-laws
and is now in full force and effect to-wit:

The current list of qualifiers to act for the business organization in all matters connected with its
contracting business has now heen amended to read:

Ken Boutwell, CEO President

J. Kent Caruthers, Executive Vice President, Senior Partner

Michelle Juarez, Vice President of Finance and Administration, Senior Partner
Ed Humble, Secretary, Senior Partner and Vice President, Olympia, WA, Office
Robert Lauder, Vice President, Austin, TX Office

Karin Bloomer, Vice President, Sacramento, CA Office

Alan Pollock, Senior Partner

Jerry Ciesla, Senior Partner

Fred Seamon, Senior Partner

Mark Epstein, Senior Pariner

Dodds Cromwell, Senior Partner

Mary McKeown-Moak, Senior Partner

J. Bradley Burgess, Senior Partner

JoAnn Cox, Senior Partner

| HEREBY certify that the forgoing is a true and exact copy of the resolution adopted by the Board of
Directors of this Corporation, and that such resolution not been amended, modified, or revoked and is still in
force and effect.

Signed and sealed this 7th day of July, 2008

(Seal of Corporation)
Edward P. Humble, Secretary

ol P M
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WEST VIRGINIA
STATE TAX DEPARTMENT

BUSINESS REGISTRATION
CERTIFICATE

ISSUED TO:
MGT OF AMERICA INC
2123 CTR PT BLVD
TALLAHASSEE, FL 32308-4930

BUSINESS REGISTRATION ACCOUNT NUMBER:  1049-4451

This certificate is issuedon: 06/11/2010

- This: cemfrcare IS issued by ‘
the West V:rg:ma State Tax Comm:ss.'oner
in accorda“‘ce wn‘h W. Va Code§ 11-12.

The person.or orgamza_:on ldentmed on thls cemﬂcate is: reg:stered
o oonduct busmess in the State of West Virginia at the Iocat.'on above
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-- was granted or until lt is suspended revoked r cancelled by the Tax Ct _mlssmner
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e:ssatlon of the-_busmess and a new
certn‘[cate shall be required. S .

TRAVELING/STREET VENDOHS Must carry a copy.of this: certlflcate in every vehlcle operated by them.
CONTRACTORS, DRILLING OPERATORS, TIMBER/LOGGING OPERATIONS: Must-have a copy of
this certificate dlsplayed at every job site. wuthm West Virginia.

atlL.006 v.1
LO261184256
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Purpose

The WV State Purchasing Division for the Finance Division of the Department of Administration, is
soliciting quotations from qualified vendors to provide preparation, analysis, and negotiation of the
Statewide Cost Allocation Plan (SWCAP).

The contractor will analyze, develop, submit, and negotiate the State of West Virginia’s SWCAP with the
federal government.

Background

The performance of Federal grants and contracts usually requires the expenditure of resources of
various organizations within State government. The Federal Government operates under the
assumption that it is expected to pay its fair share of the state’s operating cost in carrying out the work
under Federal awards. OMB Circular A-87 (A-87} was issued by the Federal Government to provide
principles and standards to present a uniform approach for establishing allowable costs to federal

awards. A-87 is available at: http://www.whitehouse.gov/omb/circulars a087 2004

Under the guidelines of A-87, the State of West Virginia Is required to file an annual SWCAP with the U.S.
Department of Health and Human Services (HHS). Preparation of the plan requires analysis of central
service costs, which are allocated to the various departments and agencies.

Scope
The vendor will perform the following tasks:

1. Attain a thorough working knowledge of the State’s accounting and cost systems, budgeting,
billing, payroll systems and records, and other areas, as deemed necessary, to ensure the
completion of the SWCAP and supplementary reports.

2. Review prior audit coverage and correspondence from (and to) the federal governmental
relating to essential plan information.

3. Perform the necessary analysis of financial and accounting records, agency documentation,
billing systems, budgets and any other information relevant to the SWCAP for the year under
review.

4. Schedule reviews with central service agencies, if necessary, to ensure the accurate
interpretation of financial data provided hy the state agencies and to help ensure the overall
accuracy of the SWCAP.

5. Prepare a report summarizing the carry-forward calculations on a service-by-service basis for
each State agency.

6. Prepare a report summarizing the proposed fixed allocations for each State agency, including
carry-forwards, to be submitted to the federal government.

7. Prepare the information necessary to satisfy the documentation requirements for Section Il, as
provided for in A-87.

8. Successfully negotiate the State of West Virginia’s SWCAP with the federal government.



9.

Submit the plan for approval, to the applicable Federal Agency within the time frame prescribed
by such agency. The vendor will be responsible for obtaining approval of the statewide cost
plan, representing the Finance Division in negotiations with the federal cognizant agency, being
present during any site visits by federal officials, and explaining any and all aspects of the
compilation of plan documents. The Vendor shall provide the Finance Division with detailed
documentation of all issues discussed during the negotiations and provide recommendations of
any actions needed to be taken by the state.

10. Review, respond, and resolve alf audit adjustments and recommendations.

Note: We are seeking assistance and guidance from a qualified professional, not just a “software”
solution.

Project Quantities and Deliverables

The vendor will be required to provide the following products in the performance of the contract:

1.

Five copies of the Statewide Cost Allocation Plan, carry forward schedules, exhibits of proposed
statewide costs, and associated work papers for each fiscal year outlined in the terms of this
contract.

Upon completion of discussions of the plans with federal negotiators, the Finance Division is to
be made aware of any adjustments made to the plan, as well as, any negotiated agreements
requiring State approval.

Performance Standards

The following perfermance standards will be met:

1. The service to be performed by the Vendor shall be undertaken and completed in such

sequence as to assure their expeditious completion and to best carry out the objectives of the
Finance Division.

Progress reports, at a minimum of once a month until federal agency acceptance, will be made
to the Director of Finance to assure that significant progress is maintained throughout the
contract period.

Vendor must complete any additional tasks that may reasonably relate to preparation,
negotiations, or defense of the plan prepared for a period of up to three (3) years following the
federal approval of the fixed cost agreement date. The vendor must formally respond to state
and federal auditors’ findings, explaining differences, agreeing or disagreeing, and providing
foltow-up documentation to resolve the finding.

4, Retain records for five (5} years.



Expected Results

Preparation, submission, and successful negotiation of a Statewide Cost Allocation Plan for the State of
West Virginia, in accordance with OMB Circular A-87, for the State Fiscal Year 2009, with possible
extension of the scope to include Fiscal Years, 2010 and, 2011.

Vendor Qualifications

The Vendor must have prepared and successfully negotiated a minimum of three (3) Statewide Cost
Allocation Plans, and must provide three (3) positive references of this prior experience. The vendor
may provide software that can be used to compile all of the Statewide Cost Allocation Plan information,
Any software provided must be accessible by State employees, as well as the vendor. Finally, the vendor
must provide a copy of the most recent audited financial statement of the company.

Contract Terms

1. The contract term is one year, with two optional renewals after written consent is received from
both parties. '

2. The contract that results from this RFQ will remain in force and continue until federal agency
acceptance of the negotiated plan for the year ending June 30, 2009.

3. The Finance Division may elect to extend the scope of the contract to provide for the same
services (as outlined in the “Scope” section) for the fiscal year ending June 30, 2010, and June
30, 2011. _

4. If changes to the original contract become necessary, a formal contract change order will be
executed. 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 prior to the
effective date of such amendment. An approved contract change order is required whenever
the change affects the payment provision and/or the scope of the work. Such changes may be
necessitated by new and amended federal and state regulations and requirements. NO
CHANGE SHALL BE IMPLEMENTATED BY THE VENDOR UNTIL SUCH TIME AS THE VENDOR
RECEIVES AN APPROVED WRITTEN CHANGE ORDER.

Confidentiality and Care of Data

Vendor agrees to protect the confidentiality of any files, data or other materials provided by the state
agencies and to restrict their use to the purpose of performing this contract only. Vendor shall take all
steps necessary to safeguard any data, files, reports, or other information from loss, destruction, or
erasure. Any costs or expenses of replacing, or damages resulting from the loss of such data shall be
borne by the vendor when such loss or damage occurred through its negligence.

Payment

One third (1/3) of the total contract will be paid once predetermined agency meetings have been held.
An additional one third (1/3) will be paid when the plan is delivered to the Finance Division and
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submitted to the cognizant federal agency. Payment of the remaining contract amount will be made
after federal acceptance of the negotiated plan.

Price Quote
Vendor must provide separate quotes for the following per the attached cost sheet:

1. All fees associated with the job specifications and requirements outlined in the “Scope” section
of the RFQ. The price quote must be all-inclusive. It must include any travel related expenses.
In addition, the price quote must include the proposed cost for performing said services for the
fiscal years ending June 30, 2010 and June 30, 2011.

2. All fees associated with the software, if provided. Vendor must provide a listing of any
proprietary software that will be housed, used and purchased by the Finance Division, as well as,
the number of licenses to be included in the price. Additionally, vendor must quote any post-
contract software maintenance fees,

Cost Sheet

Meet with pre-determined agencies,
prepare SWCAP, negotiate with federal
cognizant agency, and provide, at a

o : 27,500 (FY end June 30, 2009)
minimum, monthly progress reports )

Option A: Software $ No cost
Option B: Software Maintenance ¢ No cost
Total ¢ 27,500 (FY end June 30, 2009)

$28,500 (FY end June 30, 2010)

$28,500 {(FY end June 30, 2011)
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State of West Virginia 11
VENDOR PREFERENCE CERTIFICATE

Certification and application® is hereby made for Preference in accordance with West Virginia Code, §5A-3-37. (Does not apply to
construction contracts). West Virginia Code, §5A-3-37, 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. 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.

1. 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 |mmed[ateiy preced-
ing the date of this certification; or,

Bidder is a partnership, 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 cerfification; or 80% of the
ownership interest of Bidder is held by another individual, partnership, association or corporation resident vendor who has
maintained its headquarters or principal place of business continuoustly in West Virginia for four (4) years immediately
preceding the date of this ceriification; or,

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

N

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 contract, on average at least 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, or,

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 an
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 life of the contract, on 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,

| @

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

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

Bidder is anindividual 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,

|sr-|:=-

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 commaodities 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 seventy-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.

l L

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: (a) reject the bid; or (b) assess a penalty
against such Bidder in an amount not fo exceed 5% of the bid amount and that such penaity will be paid to the contracting agency
or deducted from any unpaid balance on the contract or purchase order.

By submission of this certificate, Bidder agrees fo disclose any reasonably requested information to the Purchasing Division and
authorizes the Department of Revenue to disclose to 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 taw for false swearing (West Virginla Code, §61-5-3), Bidder hereby certifies that this certificate is true
and accurate in all respects; and that if a contract Is issued to Bldder and if anything contained within this certificate
changes during the term of the contract, Bidder will notify the Purchasing Division in writing immediately.

Bidder; Signed:

Date: Title:

*Check any combination of preference consideration(s) indicated above, which you are entitled to receive.
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STATE OF WEST VIRGINIA
Purchasing Division

PURCHASING AFFIDAVIT

Wast Virginla Code §5A-3+10a states: No contract or renewal of any contract may be awarded by the state or any of its
political subdivisions to any vendor or prospective vandor when the vendor or prospactive vendor or a related parly to the
vendor or prospective vendor is a debtor and the debt owed is an amount greater than one thousand dollars in the

aggregale.

DREFINITIONS:

“Debt" means any assessment, premium, penalty, fine, tax or other amount of mongy owad to the state or any of its
political subdivisions because of a judgment, fine, parmit violatlon, license assessment, defaulted workers' compensation
premium, penalty or other assessment presently dellnquent or due and required to be pald to the state or any of lts
political subdivisions, including any interest ot additional penaitles accrued thereon.

“Debtor” means any Individual, corporation, partnership, assoctation, limited liabillly company or any other form or
buslnass assoclation owing a debt to the state or any of its political subdivisions. “Political subdivision” means any county
commission; munlcipality; county board of eduoation; any instrumentality established by a county or municipality; any
separate cofporation or Instiumentality established by one or more counties or municipalities, as permittad by law; or-any
public body charged by law with the peiformance of a government function or whose Jurlsdiction is coextensive with one
or more countles or municipalities, “Related party” means a parly, whether an individual, corporation, partnership,
assoclation, limited liabllity company or any other form or business assoclation or othar entity whatsoever, related to any
vendor by blood, marrtage, ownership or contract through which the party has a relationship of ownership or other interest
with the vendor so that the. party will actually or by effect recelve or control a portion of the benbefit, profit or other
consideration from performance of a vendor contract with the party recelving an amount thal meets or-exceed five percent
of theé fotal contract amount.

EXCERTION: The prohibltion of this section does not apply where a vendor has contested any tax administerad pursuanit
to chapter eleven of this code, workers' compensation premium, permit fee or environmental fee or assessment and the
mafter has not bacome final or where the vendor has entered into a payment plan or agreement and the vendor s not in
default of any of the provisions of such plan or agreement,

Unhder penalty of law for false swearing (West Virginla Code §61-5-3), it Is hereby certified that the vendor affirms and
acknowledges the information [n this affidavit and (s Iti compliance with the requiréments as stated.

WITNESS THE FOLLOWING SIGNATURE
Vendor's Name: MGT of America, Inc,

Authotized Signature: W % _ Dater _April 18, 2011
State of —MM | _

County of __Z Z Gt 0wt

Taken, subseribed, and sworn to hefore me this May of é ;‘l 4; é’ L 20//.

My Commisslon expires ‘? A2~ 220/ & ,20/4.

AFFIX SEAL HERE NOTARY PUBLIC ()

SARNDA A, o0,
SN,
O P,

Purchasing Affidavit (Revised 12/15/08)
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MGT RESPONSE TO STATE OF WEST VIRGINIA RFQ#: FAR116021
STATEWIDE COST ALLOCATION PLAN (SWCAP)

1. EXECUTIVE SUMMARY

MGT of America, Inc. (MGT) appreciates this opportunity to present our proposal in response to the
West Virginia State Purchasing Division for the Finance Division of the Department of Administration
(State) request for quotations (RFQ) No. FARI 16021 titled “Statewide Cost Allocation Plan (SWCAP).”
Our technical approach will meet the State’s objectives through interviews with state agency managers,
a comprehensive data collection and review process, proven cost allocation software, and continued
education and support. Our technical proposal is based on the extensive knowledge and the practical
experience of our consultants in developing and negotiating the approval of statewide central service
cost allocation plans for the states of Alabama, Alaska, Arizona, Colorado, Florida, |daho, Kansas,
Louisiana, Montana, Nevada, New Mexico, Texas and Washington, and the U.S, Territory of the Virgin
Islands. Our proposal is valid for 120 days.

We believe you will find that our proposed project team and comprehensive work plan will provide the
State with deliverables in compliance with OMB Circular A-87 that are defensible and optimize the
State's goals and objectives. MGT provides a true team of consultants, all with a high level of experience
with similar statewide cost allocation projects. If questions or issues should arise, by having a team of
experienced individuals assigned to the project, the State will have consistent access to experts
knowledgeable about this project, regardless of whether the Project Director happens to be
immediately available. In addition to the team assigned, MGT has over 25 additional consultants that can
be incorporated into the project team if needed.

Many clients have chosen, and continue to rely on MGT for SWCAP and other federal cost recovery
services precisely because of the high level of service and responsiveness to issues that our project team
provides. In 2010, the State of Washington switched to MGT for SWCAP services. We encourage you
to contact their assigned project coordinator, Michael Schuab, as he can attest to the MGT level of
service and responsiveness gained by switching to MGT.

%+ State of Washington

Contact:  Michael Schaub

Title: Office of Financial Management, State Financial Senior Consultant
Phone: 360-725-0225
E-Mail; Michael.Schaub@OFM.WA.GOV

MGT is committed to developing the State of West Virginia statewide central services cost allocation
plans (SWCAP and Section I} in accordance with the required timelines, and meeting with State staff as
frequently as necessary to assure a quality product, a full understanding of project results and federal
issues, and assisting the State in developing methods and procedures for the full recovery of central
services costs from non-general fund sources.

Embedded within our approach is our philosophy of close communications with our client on the
progress of our work. We believe our management philosophy of continual interactive communication
with State staff fosters an understanding of the work being performed and improves client satisfaction
with our work. This will also be beneficial to the State staff that will have responsibility for assisting state
agencies in the actual recovery of SWCAP costs.

MGT | 1
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MGT RESPONSE TO STATE OF WEST VIRGINIA RFQ#: FART16021
STATEWIDE COST ALLOCATION PLAN {SWCAP)

The person who is authorized to contractually The following individual should be contacted for
obligate our firm with respect to this proposal is: clarification of our proposal:
Mr. Mark Epstein, Senior Partner Mr. Joel Nolan
MGT of America, Inc. National Director, Costing Services Practice
502 East | Ith Street, Suite 300 MGT of America, Inc.
Austin, Texas 78701 8067 N. 15th Drive
Phone: 512-476-4697 Phoenix Arizona 85021
Fax: 512-476-4699 Phone: 602-595-9728
E-mail: mepstein@mgtamer.com E-mail: jnolan@mgtamer.com

Experience and Qualifications

Founded in 1974, MGT of America, Inc. is a privately held national consulting firm dedicated to providing
services to the public sector. The extensive knowledge and experience of MGT’s project team in
preparing SWCAPs, cost allocation plans, and ICRPs for state agencies makes MGT the best qualified
company to provide the services requested by the State. We believe the following supports this
statement:
“ Team Experience: MGT project team members have prepared over a hundred statewide
cost allocation plans (SWCAPs). Team members have completed SWCAPs for the states of
Alabama, Alaska, Arizona, Colorado, Florida, Idaho, Kansas, Louisiana, Montana, Nevada,
New Mexico, Ohio, Oklahoma, Texas, and Washington, Team members have also prepared
over two hundred cost allocation plans and departmental indirect cost rate proposals
(ICRPs) for over 60 different state agencies in accordance with GAAP and OMB Circular A-
87. All ICRPs were successfully negotiated with and approved by each state agency’s federal
coghizant agencies,

*,

* Public Finance Experience: MGT's Project Director Mr. Nolan has extensive public
financial consulting experience and practical experience working for state and local
government agencies. Mr. Nolan is a Certified Government Financial Manager with over 30
years of experience in working with federal, state, and local government organizations. In
addition to his 25 plus years of consulting experience, he has held financial management and
budget analyst positions with the Texas Office of the Governor, Houston-Galveston Area
Council of Governments, and West Texas Council of Governments. His consuiting and
work experience have provided him an extensive knowledge and understanding of
governmental accounting and budgeting principles, and their practical application in both
state and local government organizations.

.,

% Cost ldentification/Recovery Experience: Mr. Nolan is a nationally recognized
authority on the identification and recovery of indirect costs by state and local government
agencies. In addition to preparing SYWWCAPs and state agency cost allocation plans and ICRPs
for over 25 years, he has provided training on indirect cost identification and recovery
related topics at the American Institute of Certified Public Accountants governmental
training program, Association of Governmental Accountants professional development

MGT | ‘
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conferences, Governmental Finance Officer Association development conferences, and
National Association of State Comptrollers annual conferences.

% Government Consulting Experience: In addition to Mr. Nolan, MGT has identified 3
additional consultants that will be available to participate on the project. All project team
members have over |5 years of public financial consulting experience and practical
experience working for state and local government agencies. All team members have
participated on multiple SWCAP projects for at least 3 different states. All team members
have completed multiple cost allocation and indirect cost rate proposal projects for state
agencies and large governmental entities. The utilization of experienced consultants will
minimize State staff efforts during interviewing and data-gathering tasks, ensure an accurate
evaluation of State processes, and ensure the provision of results that meet State objectives
within the requested time frame.

Project Deliverables and Timeline

MGT will complete the SWCAP and all required information detailed in our Work Plan in sufficient time
each year to facilitate review and approval by the State and submittal of the final SWCAP and
information by December 315t each year to the Division of Cost Allocation (DCA) of the US.
Department of Health and Muman Services. Assuming a contract would be awarded and financial
information would be available by October |5t each year, MGT would provide a draft Section | Central
Service Cost Allocation Plan (CSCAP) and a Section I Billed Services Document to the State by the first
of December each year. Assuming a ten day period for review, a final Section | CSCAP and a final
Section Il Billed Services Document would be provided to the State and submitted to DCA by
December 315t each year. Although reliant upon DCA’s schedule, we will strive to negotiate approval of
the SWCAP as quickly as possible.

As detailed in our Work Plan, MGT will provide the State the following deliverables:
% A draft Section 1 central service cost allocation plan (CSCAP) prepared in accordance with OMB
Circular A-87. The draft CSCAP will include the required certification, service descriptions,
costs schedules, allocation schedules, and summary schedules required by OMB Circular A-87.
An electronic copy and one printed and unbound copy of the draft CSCAP will be provided.

-

% An analysis comparing the amount of cost allocated and the amount allocated to each state
agency for the current year to the previous year. The analysis will include a description of
significant revisions, and increases and decreases in allocation to state agencies.

2+ A meeting will be held with the State to review the draft CSCAP and analysis/comparison.
The intent of this meeting is to ensure a thorough understanding of the CSCAP, the
accuracy and validity of the results, and the identification and discussion with the State of
any potential issues with DCA. Potential impacts on federal cost recovery by state agencies
will also be presented and discussed.

% A final CSCAP prepared in accordance with OMB Circular A-87. The final CSCAP will
incorporate any revisions identified during the review of the draft CSCAP. One copy of the final
CSCAP will be submitted to DCA for approval. An electronic copy and five printed and bound
copies of the final CSCAP will be provided to the State.

% A draft statewide Section |l billed services document developed in accordance with OMB
Circular A-87 and including all exhibits or information requested by the DCA Mid-Atlantic
Field Office. The draft Document will at a minimum include service descriptions, financial,

MGT | i
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rate methodology, billing, and OMB Circular A-87 reconciliation information on each central
services billed service. The document will include the DCA required reconciliation of
retained earnings to federal guidelines for each billed internal service activity. An electronic
copy and one printed and unbound copy of the draft Section |l document will be provided to
the State.

A meeting will be held with the State to review the draft Section Il billed services document.
The intent of this meeting is to ensure a thorough understanding of the results, the accuracy
and validity of the results, and the identification and discussion with the State of any
potential DCA issues.

A final statewide Section Il billed services document developed in accordance with OMB
Circular A-87 and including all exhibits or information requested by the DCA Mid-Atlantic
Field Office. The final Document will incorporate any revisions identified during the review of
the draft Document. One copy of the final Document will be submitted to DCA for approval.
An electronic copy and five printed and bound copies of the final Document wili be provided to
the State.

Negotiate approval of the Section | CSCAP and Section Il billed services with DCA. MGT will
attend any on-site review meeting in Charleston with the DCA negotiator, coordinate
responses, revise submission documents, and generate corrected documents as needed, until all
documents are acceptable to DCA and the State. MGT will also inform the State on the impact
or possible impact of any DCA findings and/or request for additional information; and
appraise the State of their options.

If necessary, a revised Section | CSCAP andfor Section Il billed services document will be
developed incorporating any revisions agreed upon by the State and submitted to DCA and the
State.

Upon receipt of a negotiation agreement from DCA, an electronic copy and five printed and
bound copies of the approved Section | CSCAP and Section Il billed services document will be
provided to the State. The Section | CSCAP will include a copy of the agreement approving the
Fixed Central Services Costs and Section Il billed services. Copies of all relevant work papers
will also be provided.

Provision of telephone and electronic support in response to questions or interpretations
associated with federal cost recovery issues. We will provide guidance to the State on the
requirements of and issues related to OMB Circular A-87. We will be available to assist the
State in responding to inquiries concerning the SWCAP, OMB A-87 issues; the CSCAP,
state agency indirect cost recovery, and billed services issues.

If the SWCAP should be audited or questioned, regardless of when, and whether by federal,
internal or legislative auditors, MGT will be available to respond to questions and provide
documentation in support of the SWCAP, including formally responding to state and federal
auditors’ findings, explaining differences, agreeing or disagreeing, and providing follow-up
documentation to resolve the findings

At the option of the State, we will provide a copy of the MGT Cost Allocation Software.
This Windows-based software utilizes Microsoft Excel as a report writer and requires that
Microsoft .NET be installed on the users machine. The State would receive 2 licenses. Itis
not necessary for the State to have the MGT Cost Allocation Software as our proposed
solution to the State’s needs calls for MGT to perform all of the cost allocation data entry
necessary to complete the SWCAP.

PV,
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% At the option of the State, we will provide a training session on OMB Circular A-87 and
federal cost recovery issues for State personnel. We will provide a two to three hour
session at no additional cost to the State.

Project Approach and Work Plan

To meet our commitment and schedule, we will utilize an approach that has been used by our project
team members to prepare numerous SWCAPs over 25 years. Our technical approach will meet State
objectives through interviews with department managers and a comprehensive data collection and
review process. Embedded within our approach is our philosophy of close communications with our
client on the progress of our work. As our references will confirm, we are committed to meeting with
State as frequently as necessary to assure quality deliverables, and full understanding and implementation
of project results.

Major work plan tasks include:

% Project Initiation and Administration

% Preparation of the Section | Central Services Cost Allocation Plan
% Preparation of the Section Il Billed Services Documentation

% Submission and Negotiation with DCA

%+ Provision of Continuing Support to State on SWCAP and OMB A-87 Issues

MGT | 5
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2. CORPORATE BACKGROUND AND EXPERIENCE

Organization Background

MGT of America is a national management consulting and research firm specializing in providing services
to public-sector clients. Founded in 1974, MGT has grown to over |10 professionals located across the
country with regional offices located in Austin, Texas; Denver, Colorado; Olympia, Washington;
Phoenix, Arizona; Sacramento, California; Bay City, Michigan; Washington D.C.; and Tallahassee, Florida.

MGT is organized as a privately-held, employee-owned and
financially stable corporation with a deep roster of
experienced cost allocation experts, resources, and desire to
serve West Virginia. We are not the biggest, oldest, or
highest profile cost allocation consulting firm - just the best
for combining firm qualifications and consultants’ cost

understanding of state agencies, and
extensive knowledge and understanding
of government structures and
processes.

MGT has 36 years f expiee |

allocation expertise with the needs of select cities, counties and state agencies.

MGT has acquired a keen understanding of the structures, operations, and issues facing state
government agencies. This understanding comes from over 36 years of extensive experience in
providing financial and management consulting for state and local governments, and the prior work
experience of our consultants. Prior to working as consultants, many of our consultants worked in
government agencies as managers and staff. This insider knowledge and understanding of government
structures and processes gives our consultants an ability to hit the ground running from the very start of
a project. MGT consultants understand what it means to work within constrained time lines, and the
need to produce a study that will concisely and clearly articulate findings and results.

Further information on MGT and its services are available on the Internet at www.mgtofamerica.com.

Organization Structure

MGT is structured into several primary consulting divisions aligned to the firm’s core competencies.
MGT’s Costing Services Practice will be responsible for completion of the West Virginia SWCAP
project. Our Costing Services Practice consists of 31 experienced costing consultants. All of member of
our West Virginia SWCAP project team have completed numerous statewide central service cost
allocation plans (SWCAP} and department indirect cost rate proposal (ICRP) projects for state and local
governments.

In addition to SWCAP experience, MGT has a number of experienced consultants that are strong and
diversified in the areas of state government cost analysis, charge-back rate development, operational
analysis, program structuring and compliance. We have extensive files, reports, opinions, and data that
can be made available to you. These materials include:

*

% User fee analyses for state agencies

% Grants Appeals Board opinions and rulings

>

% Performance measurement

./

% Productivity analyses

7

% Costs of services comparisons

MGT |
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>,

* Indirect cost policies adopted by other states, and more.

Our experts in data processing, rate development, statistics, and finance can all be called in to answer
questions or provide professional advice to produce the best possible indirect cost recovery program
for the State.

The Costing Services practice is further defined in the organization chart that follows.

MGT |
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The first advantage of this organizational structure is that every member of the firm, and by extension
every member of a project team, has a vested interest in the successful completion of every project, for
every client. Additionally, this ownership structure creates a mindset that permeates through every
MGT owner of operating a growing, yet stable firm based on building long-term relationships.

The second advantage of this organizational MGT is small enough to Pr-ovide personalized

structure is our client’s direct access to executive- service with reasonable fees; yet large enough
level staff on every project. Many engagements are to serve a national client base and exceed the
staffed with a partner of the firm who is actively requirements of the most sophisticated
involved in all aspects of the project. All clients.

engagements are no more than one staff member
away from a partner of the firm. This access ensures the State will receive not just project specific
expertise but also decisions and resolutions of any concerns in a timely manner.

The third advantage of this organizational structure is the focused expertise of the consultants within
the Cost Services division. These consultants provide state agencies, special districts, cities, and counties
services limited to user fee studies, indirect cost rate proposals, jail rate studies, and cost allocation
plans. This focus ensures every project is staffed not just with experienced consultants, but with
experienced cost allocation consultants.

MGT | !
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Prior Experience with Similar Projects

Statewide Cost Allocation Plan

MGT annually prepares numerous central service cost allocation plans for state and local government.
This includes preparing statewide central service cost allocation plans (SWCAP) for states, Mr. Joel
Nolan the National Director of MGT’s Costing Services Practice has prepared SWCAPs for state for
over 25 years. As an MGT consultant in just the past 5 years he and other MGT consultants have
prepared SWCAPs for the states of Nevada, New Mexico, Texas, and Washington. We have also
completed a Territory-Wide Cost Allocation Plan for the U.S. Territory of the Virgin Islands. In general,
these projects have included the following scope of work:

% Preparation and submittal to the Division of Cost Allocation (DCA) of the U.S. Department
of Health and Human Services of an OMB Circular A-87 compliant central service cost
allocation plan that identified and fully allocated the State’s Section | costs.

% Collection and submittal of all Section Il billed cost information required by OMB Circular
A-B7 and DCA on internal service funds, self-insurance funds, fringe benefits, and other
billed services.

% Negotiation of the Section | statewide central services cost allocation plan and Section I
billed services information with DCA.

% Securing of a negotiation agreement on the Section | costs and Section |l billed services.
% Guidance on the implementation of Section | results.

% Guidance on Section |l cost and fund balance issues.

% Continuing guidance on issues and requirements related to OMB Circular A-87.

% Educational support to the State on OMB Circular A-87, Section I, Section |, and federal
cost recovery.

Following is project and contact information for SWCAP projects Mr. Nolan and other MGT
consultants have completed during the last five years. We have identified the MGT consultants assigned
to each project. Resumes for the designated consultants are provided at the end of Technical
Proposal Section 3.

%+ State of Nevada — Prepared the FY 2008, FY 2009, FY 2010, and FY 2011 SWCAPs based
on actual expenditures incurred during the fiscal years ended June 30, 2006, 2007, 2008, and
2009. All of the SWCAPs have been successfully negotiated with DCA. MGT recently
completed and submitted the FY 2012 SWCAP to DCA for review and approval. Approval
of the SWCAPs is negotiated with the DCA Woestern Field (San Francisco) Office. MGT
Project Consultants: Joel Nolan, Bret Schlyer, and Richard McLaughlin.

Also prepared the State’s American Recovery and Reinvestment Act (ARRA) supplemental
statewide cost allocation plan based on budget data for the fiscal years ending June 30, 2010
and June 30, 201 |. The Plan was approved by DCA.

Contact: Evan Dale

Title: Department of Administration, Administrative Services Director
Phone: 775-684-0281
E-Mail: erdale@spwb.state.nv,us

MGT
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% State of New Mexico - Prepared the FY 2007, FY 2008, FY 2009, FY 2010, and FY 201
SWCAPs based on actual expenditures incurred during the fiscal years ended June 30, 2005,
2006, 2007, 2008, and 2009. The FY 2007, FY 2008, FY 2009, and FY 2010 SWCAPs have
been successfully negotiated. The FY 2011 and FY 2012 SWCAPs have been submitted to
DCA for review and approval. Approval of the SWCAPs is negotiated with the DCA
Central Field (Dallas). MGT Project Consultants: Joel Nolan, Elise d’Auteuil, and Bret
Schlyer.

Also prepared the State’s American Recovery and Reinvestment Act (ARRA) supplemental
statewide cost allocation plan based on budget data for the fiscal years ending June 30, 2010
and June 30, 201 [. The Plan was approved by DCA.

Contact:  Mr. Richard H. Torrence, CPA

Title: Department of Finance and Administration, CAFR Accountant
Phone: 505-476-8533
E-Mail: Richard.torrence@state.nm.us

%+ State of Texas — Prepared the FY 2009, FY 2010, and FY 2011 SYWWCAPs based on actual
expenditures for the fiscal year ended August 31, 2007, 2008, and 2009. The FY 2009 and
FY 2010 SWCAPs have been successfully negotiated. The FY 2011 SWCAP has been
submitted to DCA for review and approval. MGT is currently preparing the FY 2012
SWCAP for submittal at the end of May. Approval of the SWCAPs is negotiated with the
DCA Central Field (Dallas). MGT Project Consultants: Joel Nolan, Elise d’Auteuil, and
Richard McLaughlin.

Also prepared the State’s American Recovery and Reinvestment Act (ARRA) supplemental
statewide cost allocation plan based on budget data for the fiscal years ending August 31,
2010 and August 31, 201 1. The Pian was approved by DCA.

Contact:  Theresa Boland

Title: Office of the Governor, Budget Manager, Financial Services Division
Phone: 512-936-0166
E-Mail: tboland@governor.state.tx.us

% State of Washington — Prepared the FY 2012 SWCAP based on actual expenditures for
the fiscal year ended June 30, 2010. The FY 2012 SWCAP has been submitted to DCA for
review and approval. MGT is currently under contract with the State to develop and
negotiate the FY 2013 SWCAP. Approval of the SWCAP is being negotiated with the DCA
Western Field (San Francisco) Office. MGT Project Consultants: Joel Nolan, Elise d’Auteuil,
and Bret Schlyer.

Contact:  Michael Schaub

Title: Office of Financial Management, State Financial Senior Consultant
Phone: 360-725-0225

E-Mail: Michael.Schaub@OQFM.WA.GOV

% The U.S. Territory of the Virgin Islands — Prepared and successfully negotiated
approval of the FY 2010 Territory-wide Cost Allocation Plan (TWCAP) based on actual
expenditures incurred during the fiscal year ended September 30, 2008. MGT is currently
under contract with to develop and negotiate the FY 2011 TWCAP. Responsibility for the
review and negotiation of the TWCAP has been transferred from the DCA to the US.
Department of Interior. MGT Project Consultants: Joel Nolan and Elise d’Auteuil.

MGT
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Contact: Claudette Farrington

Title: Office of Management and Budget, Deputy Director
Phone: 340-774.5313

E-Mail: Claudette.farrington@omb.vi.gov

Department Indirect Cost Rate Proposals, Cost Allocation Plans, and Indirect Cost
Rates

MGT has extensive experience in developing indirect cost rate proposals (ICRP) for state and local
overnments. ICRP projects include the development of a cost allocation plan and indirect cost rates in

g proj P P
accordance federal requirements as presented in OMB Circular A-87. MGT has completed ICRP for
state agencies in Alabama, Alaska, Arizona, California, Florida, Kansas, Louisiana, Mississippi, Ohio,
Texas, and Washington. We have also assisted departments of the U.S. Territory of the Virgin Islands. In
general, these projects have included the following scope of work:

** Acquiring and reviewing organizational and financial information.

% Review of federal programs administered by the Agency.

% Identifying administrative and support activities.

% Acquiring state central services costs.

% Preparing detailed cost schedules for each indirect organizational unit.

% Preparing an indirect cost schedule.
< Preparing a draft indirect cost rate(s).
% Acquiring information on billed and allocated services.
* Providing a draft ICRP to the Agency for review and comment.

“* Reviewing the draft ICRP with Agency staff.

)

o

Providing a final ICRP to Agency incorporating any requested revisions.
% Negotiation of approval of the ICRP with the Agency's federal cognizant agency.
% If necessary, providing a revised ICRP incorporating any negotiated revisions,

% Providing support on indirect cost recovery for one year after delivery of final ICRP.

Following is project and contact information on ICRP projects MGT consultants have completed during
the last five years. We have identified the MGT consultants assigned to each project. Resumes for the
designated consultants are provided at the end of Technical Proposal Section 3.

“ Alabama Department of Conservation and Natural Resources - Prepared the
Department’s FY 2010 and FY 2011 ICRP based on actual expenditures for the fiscal year
ended September 30, 2008. The ICRP was approved and indirect cost rates were
established for FY 2010 and FY 2011. Also assisted the Agency in revising its policies and
procedures to ensure compliance with OMB Circular A-87 and to maximize indirect cost
recoveries. The ICRP was approved by the U.S. Department of Interior. MGT is currently
under contract with the Department to develop and negotiate the FY 2012 ICRP. MGT
Project Consultants: Joel Nolan and Richard McLaughlin.
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Contact: Becky |. Brassfield

Title: Accounting Director

Phone: 334-242-3164

E-mail: Becky.Brassfield@dcnr.alabama.gov

% Arizona Department of Game and Fish — Annually prepared the Department’s ICRP
for the last 7 years. The ICRP is annually submitted to and approved by the U.S. Department
of Interior. MGT is currently under contract with the Department to develop and negotiate
the FY 2012 ICRP. MGT Project Consultant: Bret Schiyer.

Contact: Annie Houser

Title: Budget Control Supervisor
Phone; 623-236-7523

E-mail: ahouser@azgfd.gov

% Florida Department of Elder Affairs — Prepared the Department’s FY 2011 ICRP based
on actual data incurred during the State’s fiscal year ended June 30, 2009. The ICRP was
approved by the US. of Health and Human Services. Mclaughlin had previously been
responsible for the annual preparation and negotiation of the Department’s ICRP from FY
2005 through FY 2007 while with another consulting firm. MGT Project Consultant: Richard

McLaughlin.

Contact:  Ms. Lynn Griffin

Title: Revenue Management Manager
Phone: 850-414-2357

E-mait:  griffinml@elderaffairs.org

-

% Kansas Corporation Commission - Annually prepared the Department’s ICRP for the
last 7 years. The ICRP is annually submitted to and approved by the U.S. Environmental
Protection Agency for review and approval. Also assisted the Agency in revising its policies
and procedures to ensure compliance with OMB Circular A-87 and to maximize indirect
cost recoveries. MGT is currently under contract with the Commission to develop and
negotiate the FY 2012 ICRP. MGT Project Consultant: Bret Schlyer.

Contact:  Jackie Monfoort Paige

Title: Chief Financial Officer
Phone: 785-271-3295
E-mnail: j.montfoort.paige@kce.ks.gov
% Louisiana Department of Public Safety and Corrections - Prepared the

Department’s FY 2011 ICRP based on actual expenditures for the fiscal year ended June 30,
2009. The ICRP was approved by the U.S. Department of Justice. As a consultant with
another firm, Mr. Nolan annually prepared the Department’s ICRPs in from 1998 through
2007. FY 2011 MGT Project Consuitant: Bret Schlyer. Prior: Joel Nolan.

Contact: Susan Poche

Title; Chief Fiscal Officer

Phone: 225-342-6553

E-mail: spoche@corrections.state.la.us

MGT ;
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% Mississippi Department of Marine Resources - Prepared the Department's FY 2010
and 201 | ICRPs based on actual expenditures for the fiscal years ended June 30, 2008 and
2009. The ICRPs were approved by the U.S, Department of Interior. MGT is currently
under contract with the Department to develop and negotiate the FY 2012 ICRP. MGT
Project Team: Richard McLaughlin.

Contact: Kara Vesa

Title: Fiscal Officer

Phone: 228-523-4154

E-mail: kara.vesa{@dmr.ms.gov

% Ohio Environmental Protection Agency - Prepared the Agency’s FY 2011 ICRP based
on actual expenditures for the fiscal year ended June 30, 2009. The ICRP was approved by
the U.S. Environmental Protection Agency. MGT is currently under contract with the
Agency to develop and negotiate the FY 2012 ICRP. Mr. McLaughlin had previously been
responsible for the annual preparation and negotiation of the Agency’s ICRP from FY 1990
through FY 2003 while with another consulting firm. MGT Project Consuitant: Richard

McLaughlin.

Contact: Donna Waggener

Title: Fiscal Officer

Phone: 614-644-2072

E-mail: Donna.waggener(@epa.state.oh.us

s+ Ohio Department of Rehabilitation Services - Prepared the Agency’s FY 2011 ICRP
based on actual expenditures for the fiscal year ended June 30, 2009. The ICRP was
approved by the U.S. Education. MGT is currently under contract with the Department to
develop and negotiate the FY 2012 ICRP. Mr. McLaughlin had previously been responsible
for the annual preparation and negotiation of the Department’s ICRP from FY 1990 through
FY 2003 while with another consulting firm. MGT Project Consultant: Richard McLaughlin.

Contact: Marc Protsman

Title: Fiscal Officer

Phone: 614-438-1763

E-mail; marc.protsman@rsc.state oh.us

% Texas Department of Agriculture — Prepared the Department’s FY 2010 and FY 2011
ICRPs based on actual expénditures for the fiscal year ended August 31, 2008 and 2009. The
ICRPs were approved by the U.S. Environmental Protection Agency. Also assisted the
Department in revising its policies and procedures to ensure compliance with OMB Circular
A-87 and to maximize indirect cost recoveries. MGT is currently under contract with the
Department to develop and negotiate the FY 2012 ICRP. As a consultant with another firm,
Mr., Nolan annually prepared the Department’s ICRPs in 2004, 2005 and 2006. MGT Project
Consultant: Joel Nolan.

Contact: Heather Griffith Peterson
Title: Assistant Commissioner Financial Services
Phone: 512-463-3640; E-mail: heather.griffith.peterson{@tda.state.tx.us

% Texas Office of the Attorney General — Prepared the Agency’s FY 2009, FY 2010, and
FY 2011 ICRPs based on actual data incurred during the State’s fiscal years ended August 31,
2008, 2009, and 2010. The ICRPs were approved by the U.S. Department of Health and

12
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Human Services (DHHS). MGT is currently under contract with the Agency to develop and
negotiate the FY 2012 ICRP. Mr. Nolan and Ms. d’Auteuil had previously been responsible
for the annual preparation and successful negotiation of the Agency’'s ICRP and attorney
billing rates from FY 1992 through FY 2006 while with another consulting firm. MGT Project
Consultants: Joel Nolan, Elise d’Auteuil, and Richard McLaughlin.

Contact: Julie E. Geeslin

Title: Director, Budget and Purchasing
Phone: 512-475-4495

E-Mail: Julie.Geeslin@oag.state.tx.us

Texas Office of the Governor — Prepared the Agency’s FY 2009, FY 2010 and FY 201 |
ICRPs based on actual data incurred during the State’s fiscal years ended August 31, 2007,
2008, and 2009. The ICRPs were approved by the U.S, Department of Health and Human
Services (DHHS). MGT is currently under contract with the Agency to develop and
negotiate the FY 2012 ICRP. Mr. Notlan and Ms. d’Auteuil had previously been responsible
for the annual preparation and negotiation of the Agency’s ICRP from FY 1992 through FY
2006 while with another firm. MGT Project Consultants: Joel Nolan, Elise d’Auteuil, and
Richard McLaughlin.

Contact: Rebeca White

Title; Chief Financial Officer
Phone: 512-463-6310

E-mail: rwhite@governor.state.tx.us

Washington State Department of Personne! — MGT developed a central services cost
allocation plan for the Department and provided assistance in determining the cost of
services provided by the Department. The Plan is based on the Department’s projected
budget for the fiscal year ending June 30, 201 1. MGT has provided cost allocation software
and training for Department staff to enable the updating of the Plan in future years. MGT
Project Consultants: Joel Nolan and Elise d’Auteuil.

Contact: Heidi Jones

Title: Chief Financial Officer
Phone: 360-664-6338

E-mail: Heidiji@dop.wa.gov

Washington State Higher Education Coordinating Board — Prepared the Agency’s
FY 2010 ICRP based on actual data incurred during the State’s fiscal year ended June 30,
2008. Based on the ICRP, indirect cost rates were approved for a 5 year period by the U.S
Department of Education. Also assisted the Department in revising its policies and
procedures to ensure compliance with OMB Circular A-87 and to maximize indirect cost
recoveries. MGT Project Consultants: Joel Nolan and Richard McLaughiin.

Contact: Donald G. Alexander

Title: Associate Director Accounting, Budget and Facilities
Phone: 360-753-7816

E-mail: dona@hecb.wa.gov

Territory of the U.S. Virgin Islands — Prepared FY 2009 and FY 2010 ICRPs for ten
departments of the Territory of the U.S. Virgin Islands based on actual data incurred by the
departments during the fiscal year ended September 30, 2008 and budgeted data for the
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year ending September 30, 2010. All the ICRPs were submitted to and approved by the U.S.
Department of Interior (DOI} as the primary federal oversight agency. DOI is responsible
for the review of the ICRPs and acquiring any input or issues from the affected federal
agencies. The ten departments were the Department of Agriculture, Department of
Education, Department of Health, Department of Human Services, Department of Justice,
Department of Labor, Department of Planning and Natural Resources, Department of
Police, Department of Public Works, and Emergency Management Agency. MGT is currently
under contract with the Territory to develop and negotiate the FY 2011 ICRP for the ten
departments. MGT Project Consultants: Joel Nolan and Elise d’Auteuil.

Contact:  Claudette Farrington

Title: Office of Management and Budget, Deputy Director
Phone: 340-774-5313
E-Mail: Claudette.farrington{@omb.vi.go

Charge-Back Rates for Internal Service Funds and Other Billed Services

MGT consultants have completed numerous projects for state and local government internal services
funds (ISF) and other support agencies for which charge-back rates are utilized to recovery service
costs. Projects have been completed for state and local agencies responsible for the provision of support
services such as aviation, audit, data processing, fleet, heavy equipment, information services, legal, mail,
marine equipment, motor pool, personnel, printing, procurement, and telecommunications. These
studies have been completed either as MGT consultants or as prior consultants with the Financial
Services Division of MAXIMUS, Inc. Projects scopes of work have included:

L
0‘0
.
"
L
L7

*
LA

L/
h4d

Providing recommendations for operational improvements
Development of service structures

Development of service forecasting systems

Preparation of cost of service plans

Development of billing rate methodologies, procedures, and rates

Following is project and contact information for projects MGT consultants have completed. We have
identified the MGT consultants assigned to each project. Resumes for the designated consultants
are provided at the end of Technical Proposal Section 3.

L2
'.0

State of Alaska Department of Administration divisions of Central Mail, Enterprise

Technology, Facility Management, Procurement, and Personnel. Developed OMB Circular
A-87 compliant billing rate methodologies and models for use in the annual development of
billing rates. The methodologies were approved by the DCA Western (San Francisco) Field
Office. Assisted in responding to DCA and state auditor issues related to over billings and
improper subsidizing of services.

State of Alaska Department of Law. Developed OMB Circular A-87 compliant legal service
billing rate methodologies and models for use in the annual development of billing rates. The
methodology was approved by the DCA Western (San Francisco) Field Office. Assisted in
responding to DCA and state auditor issues related to improper billings to federal
programs. Also assisted the Department in appealing a finding on improper billings to federal
programs and the settlement of the finding.
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State of Alaska Department of Transportation and Public Facilities — Equipment Services
Division. Assist in the review and provision of recommendations related to the Division’s
operations. Also developed OMB Circular A-87 compliant billing rate methodologies for use
in the annual development of billing rates. The methodology was approved by the DCA
Western (San Francisco) Field Office. Assisted in responding to DCA and state auditor
issues related to improper billings to federal programs. Also assisted the Department in
appealing a finding on improper billings to federal programs and the settlement of the
finding.

State of Arizona Department of Administration divisions of Equipment Services, Information
Technology, and Facility Management. Developed OMB Circular A-87 compliant billing rate
methodologies for use in the annual development of billing rates. The methodologies were
approved by the DCA Western (San Francisco) Field Office. Also reviewed the operations
of the Equipment Services and information Technology divisions and provided
recommendation for improvements,

State of Kansas Department of Administration divisions of Facility Management, Data
Processing Services, Motor Pool, and Printing. Developed OMB Circular A-87 compliant
billing rate methodologies for use in the annual development of billing rates. The
methodologies were approved by the DCA Central (Dallas) Field Office. Assisted in
responding to DCA and state auditor issues related to over billings and improper subsidizing
of services.

State of Louisiana Division of Administration — divisions of Building Management, Office of
Computer Processing, Office of Risk Management, and Office of Telecommunications.
Developed OMB Circular A-87 compliant billing rate methodologies for use in the annual
development of billing rates. The methodologies were approved by the DCA Central
(Dallas) Field Office. Assisted in responding to DCA and state auditor issues related to over
bitlings and improper subsidizing of services.

MGT annually utilized the approved methodologies to develop billing rates for the Office of
Computer Processing and per facility per square rental rates for the Division of Building
Management. Also assisted the Division of Risk Management is appealing a finding on
improper billings to federal programs and the settlement of the finding.

State of Nevada Office of the Attorney General. Annually since 2007 prepare an OMB
Circular A-87 compliant cost allocation plan allocating the allowable costs of the Office to
the state agencies served by the Office each year based on the number of hour of legal
services provided each year. The Plan is annually reviewed and approved by the DCA
Western (San Francisco) Field Office.

State of New Mexico General Services Department — Office of Information Processing (now
Department of Information Technology), Motor Pool, and State Printing Office. Developed
OMB Circular A-87 compliant billing rate methodologies for use in the annual development
of billing rates. The methodologies were approved at different times by either the DCA
Central (Dallas) Field Office or the DCA Western (San Francisco) Field Office. Assisted in
responding to DCA and state auditor issues related to over billings and improper subsidizing
of services. Also assisted the Office of Information Technology in appealing a finding on
improper billings to federal programs and the settlement of the finding.

State of New Mexico General Services Department — Division of Property Management
(facility management). Assisting the Division in analyzing the costs and benefits of building a
new health and human services complex to house state agencies currently in leased space.

b
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Developed projected annual depreciation schedules and operations costs of new facility;
projected annual cash flow requirements of new complex that included debt service
payments and operations; project annual rental costs of remaining in leased space; projected
annual rental rates of new complex prepared in accordance with OMB Circular A-87;
projected annual federal participation in both leased facilities and the new complex; and
exhibits comparing annual lease space costs to new complex costs and the potential savings.

State of Oklahoma Office of Finance - Divisions of Data Processing and
Telecommunications. Developed OMB Circular A-87 compliant billing rate methodologies
for use in the annual development of billing rates. The methodologies were approved by the
DCA Central (Dalfas) Field Office. Assisted in responding to DCA issues related to over
billings and improper subsidizing of services. Also assisted the Office of Information
Technology in appealing a finding on improper billings to federal programs and the
settlement of the finding.

State of Oklahoma Department of Central Services — Divisions of Facility Management,
Motor Pool, and Printing. Developed OMB Circular A-87 compliant billing rate
methodologies for use in the annual development of billing rates. Annually developed facility
rates and negotiated approval of the rate with the DCA Central (Dallas) Field Office.
Assisted in responding to DCA and state auditor issues related to over billings and
improper subsidizing of services.

State of Texas Office of the Attorney General. Developed an OMB Circular A-87 compliant
billing rate methodology for use in the annual development of legal service per hour
attorney billing rates. The methodology was approved by the DCA Central (Dallas) Field
Office. Annually utilized the approved methodology to develop per hour attorney rates that
are used to identify the cost of and/or bill agencies for legal services. The legal service per
hour attorney rates are annually reviewed and approved by the DCA.

State of Texas Comptroller of Public Accounts (CPA} — Information Technology Division.
Annually since 2003 prepare an OMB Circular A-87 compliant cost allocation plan allocating
the allowable costs of the Division to other CPA divisions and state agencies served by the
Division. The Plan is annually reviewed and approved by the DCA Central (Dallas) Field
Office.

Texas Department of Information Resources. Assisted the Department in developing OMB
Circular A-87 compliant billing rate methodologies for each line of service. The
Department’s methodologies and processed were approved by the DCA Central (Dallas)
Field Office.

State of Washington Department of General Administration — Reviewed the financial status
of all services provided and funds administered by the Department; and reviewed the
methods and processes utilized by the Department to establish budgets, cost services, and
develop service billing rates. Also assisted the Department in developing budgeting and
service billing rate models that identified the total cost (both direct and indirect) of
providing each service. MGT utilized the service rate model to assist the Department in
budgeting and establishing service rates to be utilized during the State’s FY 2009-11
biennium. Also assisted the Department in revising its policies and procedures to ensure
compliance with OMB Circular A-87.

Following are a few references that can attest to Mr. Nolan's knowledge, experience, capabilities and
performance relate to project completed for state ISF and support agencies. Additional reference will be
provided upon request.
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State of Alaska projects: Mr. Nolan was responsible for all referenced project completed
for Alaska state agencies between August 1989 and April 2007. Current state agency
personnel familiar with the projects and Mr. Nolan’s performance and knowledge of charge-
back service rate methodologies are Ms. Kim Garnero, ADOA Director of the Division of
Finance of the Alaska Department of Administration (ADOA), and Mr. Dave Blaisdell,
Director of Administrative Services of the Department of Law. Through 2007 Mr. Blaisdell
was ADOA’s Accounting Manager responsible for the oversight of the development of
service rates by all ADOA divisions. Contact information for Ms. Garnero and Mr, Blaisdell
is:

Contact:  Kim Garnero

Title: Alaska Department of Administration, Director of the Division of Finance
Phone: 907-465-3435

E-maik; kim.garnero@alaska.gov

Contact: Dave Blaisdall

Title: Alaska Department of Law, Administrative Services Director
Phone: 907-465-5094
E-mail: dave. blaisdell@alaska.gov

Woashington State Department of General Administration — During 2008 and 2009
MGT developed a central services cost allocation plan for the Department; reviewed the
financial status of all SWCAP Section |l services provided by the Department; and reviewed
the methods and processes utilized by the Department to establish budgets, cost services,
and develop service billing rates. Also assisted the Department in developing budgeting and
service billing rate models that identified the total cost (both direct and indirect) of
providing each service. MGT utilized the service rate model to assist the Department in
budgeting and establishing service rates to be utilized during the State’s FY 2009-11
biennium. Also assisted the Department in revising its policies and procedures to ensure
compliance with OMB Circular A-87. MGT Project Consultants: Joel Nolan and Elise
d’Auteuil.

Contact; Valerie Guthrie
Title: Budget Manager
Phone: 360-902-7353
E-mail; veuthri@ga.wa.gov

Cost of Service/Activity Based Costing Studies

MGT consultants have completed hundreds of cost of services and activity based costing (ABC) studies
for state and local governments. Our ABC studies include:
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Detailed analysis of all costs of an organization
ldentification and classification of all costs as fixed or variable

Allocation of all overhead or indirect costs to activities and ultimately to services utilizing
appropriate cost allocation methods and procedures

Determination of the time and associated costs required to provide a single service

Assistance in establishing appropriate, adequate user service fees
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Although project team members have developed ABC studies for state agencies, they have performed
more ABC studies for local governments. This is due to a heavier reliance by local governments on
revenues from enterprise and non-general fund revenue sources. Usually local governments request
comprehensive user fee studies be performed for all services provided by the government for which a
fee is assessed or could be assessed. This requires the effort analysis of hundreds, often thousands, of
positions and the ABC costing of hundreds of services. These studies almost always require
presentations to governing bodies and affected stakeholders. Following are a list of the state government
and a few of the local governments ABC studies members of our Project Team consultants have
completed:

% State of Alaska Departments — Department of Commerce, Community and Economic
Development, Department of Public Safety, Department of Revenue, and Department of
Transportation.

% State of Arizona Departments — Department of Agriculture, Department of Environmental
Quality, and Department of Health.

% State of Kansas Departments — Department of Agriculture, Department of Health and
Environment, and Department of Public Safety.

% State of Ohio — Bureau of Worker’s Compensation, Department of Taxation, and
Environmental Protection Agency.

% State of Texas Departments — Department of Commerce, Department of Mental Health and
Mental Retardation, Department of State Health Services, and Texas Workforce
Commission.

s A Few Local Governments — Arizona cities of Flagstaff, Goodyear, Peoria, Tucson, and
Yuma; All Arizona counties; California cities Modesto, Newport Beach, Pomona, Rancho
Cordova, Sacramento, San Diego, San Francisco, Santa Clara, and Vallejo; City and County
of Denver, Colorado; Florida cities of Miami, Orlando, Tallahassee, and Tampa; City of Des
Moines, lowa; and Texas cities of Austin, Dallas, Houston, and San Antonio.

References

MGT of America, Inc. and our Project Director and lead staff person Mr. Joel Nolan hereby grants
permission to the State to contact any of the following references, project contacts previously identified
in our proposal, and any others who may have pertinent information regarding MGT’s and Mr. Nolan's
qualifications and experience to perform the services required by the RFP.

All of the following references are business references for MGT of America, Inc. and our Project
Director and lead staff person Mr. Joel Nolan.

% State of Nevada — Prepared the FY 2008, FY 2009, FY 2010, FY 20! land FY 2012
SWCAPs based on actual expenditures incurred during the fiscal years ended June 30, 2006,
2007, 2008, 2009 and 2010. The FY 2008, FY 2009, FY 2010 and FY 2011 SWCAPs have
been successfully negotiated. The FY 2012 SWCAP was submitted to DCA for review and
approval. The SWCAP is negotiated with the DCA Western Field (San Francisco) Office.

Also prepared the State’s American Recovery and Reinvestment Act (ARRA) supplemental
statewide cost allocation plan based on budget data for the fiscal years ending June 30, 2010
and June 30, 2011, The Plan was approved by DCA.
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Contact:  Evan Dale

Title: Department of Administration, Administrative Services Director
Phone: 775-684-0281
E-Mail: erdale@spwb.state.nv.us

+ State of New Mexico - Prepared the FY 2007, FY 2008, FY 2009, FY 2010, FY 20! land
FY 2012 SWCAPs based on actual expenditures incurred during the fiscal years ended June
30, 2005, 2006, 2007, 2008, 2009 and 2010. The FY 2007, FY 2008, FY 2009, FY 2010 and
FY 2011 SWCAPs have been successfully negotiated. The FY 2012 SWCAP was submitted
to DCA for review and approval. Approval of the SWCAPs is negotiated with the DCA
Central Field (Dallas).

Also prepared the State’s American Recovery and Reinvestment Act (ARRA) supplemental
statewide cost allocation plan based on budget data for the fiscal years ending June 30, 2010

and June 30, 201 1.

Contact: Mr. Richard H. Torrence, CPA

Title: Department of Finance and Administration, CAFR Accountant
Phone: 505-476-8533

E-Mail: Richard.torrence(@state.nm.us

4 State of Texas — Prepared the FY 2009, FY 2010, FY 2011 and FY 2012 SWCAPs based
on actual expenditures for the fiscal year ended August 31, 2007, 2008, 2009 and 2010. The
FY 2009, FY 2010, and FY 2011 SWCAPs have been successfully negotiated. The FY 2012
SWCAP was submitted to DCA for review and approval. Approval of the SWCAPs is
negotiated with the DCA Dallas Office.

Also prepared the State’s American Recovery and Reinvestment Act (ARRA) supplemental
statewide cost allocation plan based on budget data for the fiscal years ending August 31,
2010 and August 31, 201 1.

Contact: Theresa Boland

Title: Office of the Governor, Budget Manager, Financial Services Division
Phone: 512-936-0166

E-Mail: tboland@governor.state.tx.us

% State of Washington — Prepared the FY 2012 SWCAP based on actual expenditures for
the fiscal year ended June 30, 2010. The FY 2012 SWCAP has been submitted to DCA for
review and approval. MGT is currently under contract with the State to develop and
negotiate the FY 2013 SWCAP. Approval of the SWCAP is being negotiated with the DCA
Woestern Field (San Francisco) Office.

Contact: Michael Schaub

Title: Office of Financial Management, State Financial Senior Consultant
Phone: 360-725-0225
E-Mail: Michael.Schaub@OFM.WA.GOV

% Alabama Department of Conservation and Natural Resources - Prepared the
Department’s FY 2010 and FY 2011 ICRP based on actual expenditures for the fiscal year
ended September 30, 2008. The ICRP was approved and indirect cost rates were
established for FY 2010 and FY 20t1. Also assisted the Agency in revising its policies and
procedures to ensure compliance with OMB Circular A-87 and to maximize indirect cost
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recoveries. The ICRP was approved by the U.S. Department of Interior. MGT is currently
under contract with the Department to develop and negotiate the FY 2012 ICRP. The ICRP
was approved by the U.S. Department of Interior.

Contact: Becky . Brassfield

Title: Accounting Director

Phone: 334-242-3164

E-mail: Becky.Brassfield@dcnr.alabama.gov

Texas Department of Agriculture — Prepared the Department’s FY 2010, FY 2011, and
FY 2012 ICRPs based on actual expenditures for the fiscal year ended August 31, 2008,
2009, and 2010. The ICRPs were approved by the U.S. Environmental Protection Agency.
Also assisted the Department in revising its policies and procedures to ensure compliance
with OMB Circular A-87 and to maximize indirect cost recoveries. As a consultant with
another firm, Mr. Nolan prepared the Department’s ICRPs in 2004, 2005 and 2006.

Contact: Heather Griffith Peterson

Title: Assistant Commissioner Financial Services
Phone: 512-463-3640

E-mail: heather.griffith.peterson@tda.state.tx.us

Washington State Department of General Administration — During 2008 and 2009
MGT developed a central services cost allocation plan for the Department; reviewed the
financial status of all SWCAP Section Ii services provided by the Department; and reviewed
the methods and processes utilized by the Department to establish budgets, cost services,
and develop service billing rates. Also assisted the Department in developing budgeting and
service billing rate models that identified the total cost (both direct and indirect) of
providing each service. MGT utilized the service rate model to assist the Department in
budgeting and establishing service rates to be utilized during the State’s FY 2009-11
biennium. Also assisted the Department in revising its policies and procedures to ensure
compliance with OMB Circular A-87.

The Department’s Project Manager was Fay Bronson the Department’s Chief Financial
Officer. Ms. Fay Bronson retired as of August 2010.

Contact: Valerie Guthrie
Title: Budget Manager
Phone: 360-902-7353
E-mail: veuthri@ga.wa.gov

cial Statements

MGT’s most recent financial statements have been provided at the end of this section.
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3. PROPOSED PROJECT STAFF

Project Team Structure

We believe MGT has designated a project team for the West Virginia SWCAP project with exceptional
qualifications for completing the scope of work and assisting the State in maximizing the recovery of
indirect costs. We intend to only assign senior consultants with extensive experience in preparing and
negotiating SWCAPs. MGT consultants to be assigned to this project have prepared numerous SWCAPs
over the past 25 plus years. Our project team will assure the development of a quality SWCAP within
the RFP requested time frame. MGT will not utilize subcontractors.

The primary MGT Project Team will consist of a Project Director and two senior consultants. Mr. Joel
Nolan, MGT’s National Director of the Costing Services Practice, will be the Project Director. Mr.
Nolan will be ultimately responsible for the completion of the scope of work and the provision of all
deliverables. Mr. Nolan is a Certified Government Financial Manager with over 25 years of experience
preparing and negotiating SWCAPs.

He will be supported by two senior consultants that have assisted in the preparation and negotiation of
SWCAPs for over [0 years: Ms. Elise d’Auteuil and Mr. Bret Schlyer. One of the senior consultants will
be assigned to assist Mr. Nolan in developing the central services cost allocation plan and the other
consultant wilt assist in the development of the Section Il billed services retained earnings reconciliations
and other information. In addition, MGT has an additional consultant with over 20 year of state
consulting experience who will be available to ensure the scope of work is completed and the SWCAP
is submitted to DCA by December 315t each year. For SWCAPs in which the federal submission
deadline has already passed prior to the issuance of this RFQ, the CSCAP will be completed
expeditiously by a date mutually agreeable to the State and MGT.

All MGT senior consultants to be assigned to the West Virginia SWCAP project team have:

% Minimum of 10 years of experience preparing SWCAPs and indirect cost allocation plans for
state agencies;

% Participated on SYWCAP projects for at least four states in the last five years;

>

% Developed charge-back methodologies and rates for state internal service funds which have
been approved by DCA;

< Participated on indirect cost allocation plans, rates, and ICRP projects for muitiple state
agencies;

% Extensive knowledgeable of OMB A-87 requirements and procedures;

7

% Understanding of how to maximize indirect costs within federally allowable limits; and

L/

% Experience in minimizing state staff efforts during interviewing and data-gathering tasks.

Qur Project Team has acquired extensive knowledge and negotiation skills from negotiating SWCAPs
and ICRPs with the DCA in multiple field offices.OMB A-87 is not a black and white document. There is
flexibility in the interpretation and applications of @
many sections of OMB Circular A-87. Our experience
in negotiating SWCAPs and ICRPs with DCA
negotiators will enable us to obtain the best results

All MGT consultants to be asmgned to the
project have extensive experience negotiating
with DCA.

FLRES
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for West Virginia. It will also enable us to initially provide the information to DCA that we know the
negotiator wants and in the format they prefer; and to minimize state staff efforts in responding to
additional requests for information and clarification of costs.  In addition to our client references, Mr.
Terry Hill, DCA's National Expert on Statewide Issues, can attest to Mr. Nolan’s knowledge and
capabilities.

The availability of experienced senior consultants to the State is particularly important when considering
the millions of dollars of potential liability the State has in Section |l billed costs and the additional dollars
that experienced consuitants may be able to identify and obtain approval for in the Section | cost
allocation plan. The availability of consultants with this extensive level of experience can assist the State
in identifying and addressing potential OMB Circular A-87 related issues before they become audit
findings; provide experience in the resolution and appeal of OMB Circular A-87 related audit findings;
and provide experienced, practical resources for on-going training for State staff on federal cost
recovery principles and procedures, charge-back rate development, and indirect cost recovery by state
agency staff.

In addition to the SWCAP experience, all MGT consultants to be assigned to the West Virginia project
have successfully developed and negotiated charge-back methodologies and rates with DCA; have
prepared numerous state agency indirect cost allocation plans, rates, and indirect cost rate proposals
(ICRPs} and negotiated their approval with cognizant federal agencies; and understand and are
experienced with state accounting systems, funding, budgeting, and appropriation issues. The State will
benefit from have a team of consultants experienced both in the preparation of SWCAPs and in assisting
state agencies recovery SWCAP and agency administrative costs through cost allocation plans and
indirect cost rates.

Internal Controls and Quality Assurance Process

MGT is committed to development of quality project deliverables and client satisfaction. We are use to
having our work audited or reviewed by state and federal negotiators and auditors. We have established
the following process to ensure the accuracy and quality of our work.

% Detailed work papers and schedules are prepared, reconciled, and referenced to State
source documents.

% Work papers are maintained by cost allocation plan and billed service section to enable
rapid response to questions or issues that may arise during the review of the SWCAP and
billed service document by DCA or state auditors.

% All schedules and interim project deliverables are continually reviewed and cross-checked by
the Project Director.

% All schedules and work papers are reviewed by the Partner-in-Charge prior to the
development of interim reports, and draft and final deliverables.

+

% MGT’s quality assurance coordinator ensures all work papers are properly identified and
maintained in accordance with State and OMB Circular A-87 requirements.

MGT #
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Project Team Structure

The three key members of MGT’s West Virginia SWCAP project team are Mr. Joel Nolan, Ms. Elise
d'Auteuil, and Mr. Bret Schlyer. MGT hereby commits that Mr. Nolan, Ms. d’Auteuil, and Mr.
Schiyer will be assigned to the project and actually perform the assigned work, complete
our work plan, and provide all project deliverables. An additional consultant Is available as
needed to ensure the project is completed in accordance with the RFP requested completion dates.
Following are descriptions of each consultant’s project role and qualifications. Project team resumes
are provided in at the end of this section.

Mr. Joel Nolan - Project Director. As Project Director, Mr. Nolan will be ultimately responsible for
the completion of the scope of work and the provision of all deliverables. In addition to his project
management responsibilities, he will assist in data gathering, identifying administrative and support
services and their allocation bases, collection and review of Section Il billed services information,
preparation of retained earnings reconciliation schedules, and negotiations with DCA,

Mr. Nolan is a Certified Government Financial Manager with over 30 years of governmental experience.
Prior to joining MGT in May 2007 as the Director of MGT’s National Costing Practice, he held senior
management positions with the Financial Services Division of MAXIMUS, Inc. for over 20 years. During
his career he has been responsible for directing the annual preparation and negotiation of the SWCAP
and Section |l information for the following states and territory:

% Alaska (1989-2006)

% Arizona (1992 and1993)

% ldaho (1991-1993)

% Kansas (1987-2006)

% Louisiana (1986-2006)

% Nevada (2007-2011)

% New Mexico (1987-2000, 2005-201 1)

% Oklahoma (1988-2006)

% Texas (1987-2011)

%  Washington (2010-201 1)

% The U.S. Virgin Islands (2009-2011)

During his career he has also provided technical support in the preparation and negotiation of SWCAPs
for the states of Alabama, Colorado, Florida, Mississippi, Montana, and North Carolina.

He also has extensive experience in assisting state agencies in the preparation and submission to federal
cognizant agencies of indirect cost rates and indirect cost allocation plans. He has completed numerous
indirect cost rate proposal (ICRP), departmental cost allocation plan (CAP), and indirect cost rate
projects for state and territorial agencies in Alabama, Alaska, Arizona, Kansas, Louisiana, New Mexico,
Nevada, Oklahoma, Texas, Washington, and the U.S. Virgin Islands for over 25 years.
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State and territorial agencies for which he has developed ICRPs and CAPs include:

*,

% Alabama. Department of Conservation and Natural Resources

% Alaska. Court System, Department of Commerce, Department of Community and
Economic Development, Department of Corrections, Department of Education,
Department of Fish and Game, Department of Labor and Workforce Development,
Department of Law, Department of Public Safety, Department of Revenue, and Department
of Transportation.

\/
0.0

Arizona. Office of the Governor, Office of the Attorney General, Department of
Agriculture, Department of Corrections, Department of Environmental Quality,
Department of Game and Fish, Department of Health Services, and Department of Water
Resources.

% Kansas. Department of Agriculture, Department of Commerce, and Department of Health
and Environment,

% Louisiana. Board of Regents, Department of Corrections, Department of Labor,
Department of Public Safety, and Department of Wildlife and Fisheries.

< Oklahoma. Department of Agriculture, Department of Commerce, Department of
Education, Department of Environmental Quality, Department of Health, Department of
Mines, Department of Public Safety, Department of Transportation, and Department of
Wildlife Conservation.

*
o

Texas. Office of the Governor, Office of the Attorney General, Office of the Secretary of
State, Commission for the Blind, Commission on Alcohol and Drug Abuse, Department of
Agriculture, Department of Assistive and Rehabilitative Services, Department of Commerce,
Department of Mental Health and Mental Retardation, Department of Public Safety,
Department of State Health Services, Natural Resources and Conservation Commission,
Texas Education Agency, and Texas Workforce Commission.

NG

** Woashington. Department of General Administration, Department of Personnel, and
Higher Education Coordinating Board.

% U.S. Virgin Islands. Department of Agriculture, Department of Education, Department of
Health, Department of Human Services, Department of Justice, Department of Labor,
Department of Planning and Natural Resources, Department of Police, Department of
Public Works, and Emergency Management Agency.

Mr. Nolan has acquired a practical understanding of state budgeting and accounting systems, processes,
and issues over his career. This understanding has been acquired both as a budget analyst for the Texas
Office of the Governor, through the completion of SWCAP and ICRP project for state agencies, and
through assisting state agencies in the implementation of project recommendations and results. In
particular, he understands charge-back service rate implementation issues faced by state support
organizations, He has assisted agencies that are on annual and biennium budget cycles. He realizes that
organizations that rely on all or part of their funding from charge-back service rates must develop sound
methodologies and accurately document costs. However, more importantly, the rates must ensure full
recovery but not excessive recovery of costs; and must be reasonable and understandable to customers,
The key is to develop sound processes for projecting costs and usage. It is also important that rates be
budgeted accurately to ensure state agencies are able to recover their service charges from applicable
federal and other non-general fund funding sources, and so the fund does not realize excessive revenues
and end up repaying the federal government for over charges.
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Mr. Nolan has also acquired extensive experience negotiating the approval of service rate
methodologies with the DCA. In addition to negotiating approval of all service rate methodologies he
has developed, Mr. Nolan has annually assisted state agencies in the negotiation of approval of service
rate methodologies with DCA and the resolution of audit findings for over 25 years. His experience in
negotiating service rate methodologies with DCA negotiators will enable us to assist the State in
developing and obtaining the approval of any new or revised service rate methodologies. He has
developed OMB Circular A-87 compliant charge-back methodologies and service rates for the following
state agencies:
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State of Alaska Department of Administration — Divisions of Central Mail, Enterprise
Technology, Facility Management, Procurement, and Personnel.

State of Alaska Department of Law — Legal service billing rates.

State of Alaska Department of Transportation and Public Facilities — Divisions of Equipment
Services.

State of Arizona Department of Administration — Divisions of Equipment Services,
Information Technology, and Facility Management.

State of Kansas Department of Administration — Divisions of Facility Management, Data
Processing Services, Motor Pool, and Printing.

State of Louisiana Division of Administration — Divisions of Building Management, Office of
Computer Processing, Office of Risk Management, and Office of Telecommunications.

State of Nevada Office of the Attorney General — Legal service billings.

State of New Mexico General Services Department — Office of Information Processing (now
Department of Information Technology), Motor Pool, and Property Management (facility
management), and State Printing Office.

State of Oklahoma Office of Finance — Divisions of Data Processing and
Telecommunications.

State of Oldahoma Department of Central Services — Divisions of Facility Management,
Motor Pcol, and Printing.

State of Texas Office of the Attorney General — Legal service billing rates.

State of Texas Comptroller of Public Accounts — Cost allocation plan for the Information
Technology Division.

State of Texas Department of Information Resources — Assisted in acquiring approval of the
Department’s cost recovery processes and rates from the U.S. Department of Health and
Human Services.

State of Washington Department of General Administration — Reviewed the financial status
of all services provided and funds administered by the Department; developed a central
services cost allocation plan and service rate model for the Department; reviewed the
methods and processes utilized by the Department to establish budgets, cost services, and
develop service billing rates; and assisted in the development of service budgets and rates.

OF AMERICA, INC.
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Mr. Nolan has been instrumental in the resolution of audit findings in several states. He has assisted
state agencies in Alaska, Idaho, Kansas, Louisiana, Montana, New Mexico, Oklahoma, and Texas in the
resolution of findings related to over-billing and/or inconsistent billing of federal programs. These
findings have included billings by state entities providing data processing, facilities, motor pools, printing,
retirement systems, risk management, and telecommunication services. He has assisted states in
resolving issues at the federal department level, the appeals level, and in federal court.

As a result of his experience, Mr. Nolan is nationally recognized as an authority on OMB Circular A-87
and its impact on state and local governments. He annually makes numerous presentations to
governmental organizations on the development and application of OMB Circular A-87 cost allocation
plans, indirect cost rates, and charge-back rates. He has provided training at the American Institute of
Certified Public Accountants governmental training program, Association of Governmental Accountants
professional development conferences, Governmental Finance Officer Association development
conferences, National Association of State Comptrollers annual conferences, the Texas CPAs Single
Audit in Texas Conference on OMB Circular A-87, and the Texas Finance Officers Academy. In addition
he has given presentations on OMB Circular A-87, cost analysis, and cost recovery subjects to state
agencies and local entities in Alaska, Arizona, Colorado, Florida, Kansas, idaho, Louisiana, Montana,
Oklahoma, and Texas.

Ms. Elise d'Auteuil - Project Consultant. Ms. d’Auteuil primary responsibility will be to assist in
the development of the Section Il billed services retained earnings reconciliations, collection and
development of other internal service fund information, and development of a Section Il Billed Services
document. She will assist in reviewing prior SWCAPs and DCA correspondence, reviewing internal
service fund financial statements, gathering service revenue and expenditure information, developing
retained earnings reconciliations, and assisting in developing the SWCAP Section |l Billed Services
document. She will also assist as needed in the preparation of the SWCAP Section | central services cost
allocation plan and negotiations with DCA.

Ms. d’Auteuil is a Senior Consultant with over 30 years of governmental experience. She joined MGT in
2007 as a Senior Consultant after holding consulting positions with the Financial Services Division of
MAXIMUS, Inc. for over |8 years. She has participated in the development of SWCAPs and Section Il
information for the following states and territory:

4

>,

* Louisiana (1995, 1996, and 2001)

% New Mexico (1990-1992 and 2007-201 1)
Texas (1992-201 1)

% The U.S. Virgin Islands (2009-201 |)

*

*,

7
0.0

Through her participation on the SWCAPs Ms. d'Auteuil has acquired extensive experience in
negotiating the approval of SWCAPs, Section Il billed services methodologies and rates, and agency
indirect cost rates with DCA. On all SWCAPs projects on which she participated, she was actively
involved in the defense, negotiation and revision of the SWCAPs.

She also has extensive experience in assisting state agencies in the preparation and submission to federal
cognizant agencies of indirect cost rates and indirect cost allocation plans. She has completed ICRP,
CAP, and indirect cost rate projects for state agencies, several annually for over |5 years. State and
territorial agencies for which she has developed ICRPs and CAPs include:
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% Texas. Office of the Governor, Office of the Attorney General, Office of the Secretary of
State, Commission for the Blind, Commission on Alcohol and Drug Abuse, Department of
Assistive and Rehabilitative Services, Department of Mental Health and Mental Retardation,
Department of Public Safety, Department of State Health Services, and Texas Workforce
Commission.

*

% Washington. Department of General Administration and Department of Personnel.

L7

% U.S. Virgin Islands. Department of Education, Department of Health, Department of Human
Services, Department of Justice, Department of Labor, Department of Planning and Natural
Resources, Department of Police, and Department of Public Works.

She has also assisted in the development of service charge-back rates for state agencies, and successfully
negotiated their approval with DCA. On all state agency service rate projects on which she participated,
she was actively involved in the review and development of the methodology; the actual preparation of
service rates based on the methodology; the negotiation of approval of the methodology and rates with
DCA,; and in assisting the agency in the implementation, application, and clarification of the rates with
users. This has provided her with an extensive knowledge of both the theoretical development of rates
and the practical side of developing and applying rates in a state government setting. She has assisted in
the development of service rates and charge-back methodologies for the following state agencies:

% Texas Office of the Attorney General — Legal services billing methodology and rates —
Annually 1992 through 2011,

% Texas Office of the Comptroller of Public Accounts — Information Services Division cost
allocation plan — Annually 2003 through 2007 and 201 I.

% Texas Department of Information Resources — Billing methodologies and rates, and
resolution of issues identified by DCA — 2006 and 2007.

% Washington Department of General Administration — Billing methodologies and rates for
Central Mail Services, Engineering and Architectural Services, Facility Management, Materials
Management Center, State Motor Pool, State Procurement, and Surplus Property — 2008
and 2009.

Mr. Bret Schiyer — Project Consuftant. Mr. Schlyer’s primary responsibility will be to assist in the
development of the central services cost allocation plan. He will assist in reviewing prior SWCAPs and
DCA correspondence, gathering costs and cost allocation base data, and preparing the cost allocation
schedules and the SWCAP Section | central service cost allocation plan. He will also assist as needed in
the review of Section !l billed services information, preparation of retained earnings reconciliation
schedules, and negotiations with DCA.

Mr. Schiyer is a Senior Consultant with over 17 years of public-sector consulting experience. He joined
MGT in 2008 as a Senior Consultant after holding consulting positions with the Financial Services
Division of MAXIMUS, Inc. for over 14 years. He has participated in the development of SWCAPs and
Section Il information for the following states:

% Kansas (1995-2008)

% Nevada (2009-2011)

% New Mexico (2009-201 1)

% Oklahoma (1995-2008)
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% Washington (2010-201 1}

He also has extensive experience in assisting state agencies in the preparation and submission to federal
cognizant agencies of indirect cost rates and indirect cost allocation plans. He has completed ICRP, CAP,
and indirect cost rate projects for state agencies, several annually for over |0 years. State agencies for
which he has developed ICRPs and CAPs include:

’

% Avrizona. Arizona Department of Game and Fish.

+,

% Kansas. Kansas Corporation Commission, Kansas Department of Agriculture, Kansas
Department of Commerce, Kansas Department of Health & Environment, and Kansas
Historical Society.

%+ Louisiana, Louisiana Department of Corrections, Louisiana Department of Natural
Resources, Louisiana Department of Public Safety, Louisiana Department of Transportation
and Development, and Louisiana Department of Wildlife and Fisheries.

Mr. Schlyer also has significant experience in projects designed to maximize federal funding for state
agencies. He has participated on federal revenue enhancement projects for the following state agencies:
Alabama Department of Mental Health and Mental Retardation, Arizona Health Care Cost Containment
System, Connecticut Department of Social Services, Delaware Department of Aging, Florida
Department of Children & Families, Kansas Department of Social & Rehabilitative Services, Kansas
Health Policy and Authority, New Jersey Department of Addiction Services, New Jersey Department of
Mental Health Services, and New Mexico Department of Health.

Mr. Richard Mclaughlin = Alternate Team Member. It is not anticipated that Mr, McLaughlin will
participate on the project. However, he will be available should his assistance be needed to ensure
completion and submission of the SWCAP in accordance with the RFP timeline.

Mr. McLaughlin is a Senior Associate with over 20 years of public-sector consulting experience. He has
developed SWCAPs, indirect cost allocation plans, and service charge-back rates for state agencies, and
successfully negotiated their approval with DCA for over I8 years. He has participated in the
development of SWCAPs and Section Il information for the following states:

% Alabama (2004-2007)
Florida (2003-2007)
Nevada (2008-201 1)

Texas (2008-201 1)

W/ *,
0’. 0‘0

*
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He also has extensive experience in assisting state agencies in the preparation and submission to federal
cognizant agencies of indirect cost rates and indirect cost allocation plans. He has completed ICRP, CAP,
and indirect cost rate projects for state agencies, several annually for over |0 years. State agencies for
which he has developed ICRPs and CAPs include:

NI
A4

Alabama: Department of Conservation and Natural Resources
% California: California Community College’s System Office

% Florida: Department of Community Affairs, Department of Corrections, Department of
Elder Affairs, and Office of State Court Administrators.
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% Mississippi: Department of Marine Resources

% Ohio: Department of Administrative Services, Department of Aging, Department of
Agriculture, Department of Commerce, Department of Education, Department of Health,
Department of Industrial Relations, Department of Natural Resources, Environmental
Protection Agency, and Rehabilitation Services Commission.

% Texas: Office of the Attorney General and Office of the Governor.

% Washington: State Higher Education Coordinating Board.

He has also developed service charge-back methodologies and rates for state agencies, and successfully
negotiated their approval with DCA. On all state agency service rate projects on which he participated,
he was actively involved in the review and development of the methodology; the actual preparation of
service rates based on the methodology; the negotiation of approval of the methodology and rates with
DCA; and in assisting the agency in the implementation, application, and clarification of the rates with
users. This has provided him with an extensive knowledge of both the theoretical development of rates
and the practical side of developing and applying rates in a state government setting, He has assisted in
the development of service rates and charge-back methodologies for the following state agencies:

% Indiana Division of Information and Technology — Billing rate methodology and rates — 1999.

% Michigan Information Processing Center — Billing rate methodology and rates based on
budgeted costs - 1997

% Ohio Auditor of State — Billing rate methodology and rates - Annually 1990 through 1995

% Ohio Bureau of Workers’ Compensation — Administrative billing rate methodology and
rates — Annually 1993 through 2000

% Texas Office of the Attorney General — Legal services billing methodology and rates —
Annually 2008, 2009, and 2010.
Resumes

Consultant resumes follow in this section.
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RANGE OF EXPERIENCE

Mr. Nolan is the National Director of the MGT Costing Services Practice.
He is experienced in all aspects of development, negotiation, and
application of cost principles and strategies in the public sector. He is a

Certified Government Financial Manager with over 40 years of experience,

of which more than 30 years have been directly involved with federal,
state, and local government programs and organizations. His knowledge
of government programs and organizations provides extensive insight into
the most appropriate financial representation and application of cost
principles, the recovery of costs associated with federally funded
programs, and the proper methods for costing governmental services.

The wide variety of engagements Mr. Nolan has been responsible for
during his consulting career have included preparing and negotiating cost
allocation plans (CAPs), indirect cost rates, indirect cost rate proposals
(ICRPs), internal service billing rates, and jail per diem rate studies that
were prepared in accordance with federal and generally accepted
accounting principles and procedures; performing cost of services, cost of
ownership, privatization analyses, user fee, and revenue maximization
studies; performing organization, operation, and process improvement
studies; and providing audit resolution and appeal assistance. He has also
served in a financial management capacity in his various roles while
employed in state and local government.

PROFESSIONAL AND BUSINESS EXPERIENCE
State Government

Mr. Nolan is one of the leading authorities on Office of Management and
Budget (OMB) Circular A-87 and its impact on states. He has applied his
knowledge in the preparation and negotiation of statewide and agency
CAPs, indirect cost rates, ICRPs, public assistance cost plans, and
internal service billing rates; assisting in the resolution of audit findings;
and assisting in the appeal of findings to the Grants Appeal Board and
federal courts. As a leading authority on OMB Circular A-87, he has
presented numerous seminars on topics related to direct and indirect cost
recovery on federal programs. He has provided training on topics related
to federal cost recovery requirements at the American Institute of Certified
Public Accountants governmental training program, Association of
Governmental Accountants professional development conferences,
Governmental Finance Officer Association development conferences,
National Association of State Comptrollers annual conferences, the Texas
CPA's Single Audit in Texas Conference on OMB A-87, and the Texas
Finance Officer's Academy.
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PROFESSIONAL AND BUSINESS EXPERIENCE (CONTINUED)

Mr. Nolan’s statewide CAP experience has included the preparation of plans for Alaska,
Arizona, Colorado, Idaho, Kansas, Louisiana, Montana, Nevada, New Mexico, Cklahoma, and
Texas. These plans have been successfully negotiated with the U.S. Department of Health and
Human Services. As part of these plan preparations and negotiations, he has also prepared and
negotiated methodologies, billing rates, and fund reconciliations for Section Il billed services.

Mr. Nolan has also prepared numerous state agency ICRPs, which included the development of
a CAP and indirect cost rate(s). Types of agencies for which he has been involved include
agricuiture, attorney general, board of regions, children and youth, civil defense, commerce,
corporation commission, corrections, court systems, education, environmental quality, fire
marshals, fish and game, general services, handicap concerns, health and social services,
historical societies, labor, law, land offices, mental health and mental retardation, mines, parks
and wildlife, public safety, rehabilitation, revenue, transportation, and water resources.

Mr. Nolan’s experience with health and human services agencies has included preparing public
assistance cost plans and ICRPs, organizational reviews, assisting in the development of
random moment sampling systems, assisting in identifying and recovering additional federal
funds, and costing of services. His clients have included the Alaska Department of Health and
Social Services, Colorado Department of Social Services, Oklahoma Department of Mental
Health, South Dakota Department of Social Services, Texas Commission for the Blind and
Visually Impaired, Texas Commission on Alcohol and Drug Abuse, Texas Department of Aging
and Disability Services, Texas Department of Assistive and Rehabilitative Services, Texas
Department of Family and Protective Services, Texas Department of Mental Health and Mental
Retardation, Texas Department of State Health Services, and Texas Health and Human
Services Commission.

Mr. Nolan has performed management studies and developed billing rates for state agencies.
Management studies focusing on the operational review and costing of services by activity have
been performed for the Alaska departments of Administration, Law, Revenue, and
Transportation; Arizona departments of Administration, Agriculture, Corrections, Health
Services, and Water Resources; Texas departments of Attorney General, Commerce,
Information Resources, Mental Health and Mental Retardation, State Health Services, and
Texas Workforce Commission; Louisiana Division of Administration; New Mexico General
Services Department, Oklahoma Office of Finance; Utah departments of Administrative
Services, Public Safety, and Transportation; and Washington Department of Administration.
Studies for the Alaska Department of Law and the Texas Office of the Attorney General
included reviewing and recommending changes to their organizational structure, timekeeping
system, and billing rate methodology; and developing billing rates. Other studies have focused
on providing recommendations for operational improvements, development of service
structures, establishing service forecasting systems, and developing billing rate methodologies,
procedures, and rates for state organizations responsible for such services as equipment and
vehicle maintenance, printing, facility maintenance and operations, data processing, mail,
procurement, and telecommunications.

Mr. Nolan has been instrumental in the resolution of audit findings in several states. He has
assisted state agencies in Alaska, tdaho, Kansas, L.ouisiana, Montana, New Mexico, Oklahoma,
and Texas in the resolution of findings related to overbilling and/or inconsistent billing of federal
programs. These findings have included billings by state entities providing data processing,
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PROFESSIONAL AND BUSINESS EXPERIENCE (CONTINUED)

facilities, motor pools, printing, retirement systems, risk management, and telecommunication
services. He has assisted states in resolving issues at the federal department level, the appeals
level, and in federal court.

In addition to public sector consulting experience, Mr. Nolan was a financial analyst with the
Office of the Governor of the State of Texas. In that capacity he was responsible for the
implementation of a uniform grant management and accounting system for 24 regional councils
of governments throughout the state of Texas. He also assisted in developing indirect cost
policies for state agencies and sub-grantees. This work included the preparation and negotiation
of annual agency budgets and indirect cost proposals.

Local Government

Mr. Nolan is well versed in the issues facing local governments. He has been involved in
preparing CAPs, cost of services studies, detention per diem cost studies, revenue
maximization studies, user fee studies, privatization studies, and management studies for
numerous cities and counties.

Mr. Nolan has extensive experience in developing user fee, revenue, and cost of services
studies for city and county governments. His experience includes the development of
comprehensive user fee studies that reviewed all fee services provided by all city/county
departments and studies focusing on specific department and/or services. Counties for which he
has completed comprehensive user fee studies include Arizona counties of Apache, Cochise,
Coconino, Maricopa, Pinal, and Yuma; and Texas counties of Galveston, Harris, and San
Patricio. Cities for which he has completed comprehensive user fee studies include Arizona
cities of Flagstaff, Goodyear, Peoria, and Tucson; Kansas City, Kansas; Louisiana cities of
Baton Rouge, Lafayette, New Orleans, and Shreveport; Nevada cities of Las Vegas and Reno;
Oklahoma cities of Oklahoma City and Tulsa; and Texas cities of Arlington, Corpus Christi,
Dallas, Fort Worth, Houston, and Longview. He has been involved in management studies
focused on all operations of government entities and studies focused on specific activities.
Entity-wide organizational and operational reviews on which he has participated include Tucson,
Arizona; Kansas City, Kansas; and Texas cities of Fort Worth and San Angelo. Activity specific
studies have been completed on departments providing the following types of services: data
processing, development services, equipment maintenance, facility maintenance and operation,
financial, human resources, mail, motor pool, printing, procurement, and risk management.
Entities for which he has completed activity or service-specific studies have included the
Arizona counties of Coconino, Maricopa, Pima, and Pinal; City of Tucson, Arizona; Texas
counties of Galveston, Harris, Patricio, and Travis; and Texas cities of Austin, Fort Worth, and
San Antonio.

Mr. Nolan’s local government CAP clients have included the following jurisdictions: Arizona
cities of Flagstaff, Goodyear, Peoria, Surprise, Tucson, and Yuma; Texas cities of Abilene,
Arlington, Austin, Corpus Christi, Dallas, Denton, El Paso, Fort Worth, Houston, Lubbock,
Midland, Odessa, and San Antonio; Louisiana cities of Baton Rouge, New Orleans, and
Shreveport; Oklahoma City and Tulsa, Oklahoma; Kansas City, Kansas; and Las Vegas,
Nevada. County clients have included: Arizona counties of Apache, Cochise, Coconino, Gila,
Graham, Maricopa, Mohave, Navajo, Pinal, Santa Cruz, and Yuma; Texas counties of
Cameron, El Paso, Galveston, Harris, San Patricio, Tarrant, and Travis; and Louisiana parishes
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PROFESSIONAL AND BUSINESS EXPERIENCE (CONTINUED)

of Beaugard and Jefferson; and Kansas counties of Johnson, Sedgwick, and Shawnee. He has
also participated on engagements in Alaska, California, l[daho, New Mexico, and Utah.

Mr. Nolan has prepared detention per diem cost studies for state and local governments. These
studies identified the total costs and average daily (per diem) costs of booking prisoners into
and housing prisoners in state prisons, local government adult jails, and local government
juvenile detention facilities. These studies were prepared in accordance with generally accepted
accounting and costing principles, and when appropriate, federal costing principles. He has also
assisted local government in developing the required U.S. Marshall and Immigration and
Customs Enforcement forms and negotiating rates for housing federal prisoners. He has
completed state prison per diem cost studies for the Alaska Department of Corrections and the
Arizona Department of Corrections. He has completed studies for county adult jails and/or
juvenile facilities for the following: Arizona counties of Apache, Cochise, Coconino, Maricopa,
Pinal, and Santa Cruz; Louisiana parishes of Caddo, Calcasieu, East Baton Rouge, Lafayette,
Orleans, and Rapides; and Texas counties of Bexar, Cameron, Dallas, Galveston, Harris,
Reeves, San Patricio, Tarrant, and Travis.

Mr. Nolan has prepared and/or managed the preparation of Workforce Investment Act (WIA)
compliant CAPs for local governments and nonprofit agencies. Projects have included the
preparation of CAPs for the Bastrop Job Center, Calcasieu Workforce Center, Hammond One-
Stop Center, Jefferson Parish One-Stop Center, and New Orleans One-Stop Center. He has
reviewed the methods and procedures utilized by one-stop operators in Florida and Louisiana,
provided a report on their compliance with WIA requirements, and provided training for one-stop
operator on developing CAPs and resource sharing agreements. He has also managed the
review of the cost allocation methods utilized by Texas councils of government to recover costs
when they are a one-stop operator, and has provided guidance and assistance to the Texas
Workforce Commission on WIA cost allocation related issues.

Furthermore, Mr. Nolan has assisted local governments in Arizona and Texas in maximizing the
recovery of costs incurred in the provision of federally funded services. In Arizona he managed
a study for all Arizona counties that identified allowable Medicaid reimbursable activities
associated with eligibility determination of the Sixth Omnibus Budget Reconciliation Act
(SOBRA). He subsequently managed the negotiation of a federally accepted cost identification
and claiming system that resulted in additional annual recovery of over $10 miliion to Arizona
counties. In Texas he has supervised the provision of services associated with maximizing
federal reimbursement of Title IV-E and Title IV-D services provided by the following counties:
Bexar, Galveston, Harris, Tarrant, and Travis.

Mr. Nolan's local government experience includes responsible positions with multimillion-dollar
organizations, funded by taxes, donations, grants, and fee for services. These positions
included Director of Administration of the Houston-Galveston Area Council of Governments,
Director of Administration of the West Texas Council of Governments, Vice President/Treasurer
of the Rice Research Center, and auditor with CPA firms. His responsibilities included
budgeting, accounting, banking, revenue, and audit activities.
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SENIOR CONSULTANT

RANGE OF EXPERIENCE

Mr. Schlyer is a Senior Consultant assigned to the MGT Costing Services
Practice. He has over |5 years of experience with state and local programs and
organizations. His prior work experiences with the Kansas Corporation
Commission and consulting project experiences have provided him with both
theoretical and practical experience in the analysis and costing of governmental
operations. Through his participation on numerous state and local government
management and costing projects, he has developed extensive experience with
federal cost determination standards; generally accepted accounting principles
and procedures; and governmental budgeting, finance, accounting, and
operations. Types of projects he has managed and/or participated on include:
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Development of cost allocation plans (CAPs) in accordance with
generally accepted accounting principles (GAAP).

Development of CAPs in accordance with federal principles (A-87 and A-
122).

Development and negotiation of statewide cost allocation plans
(SWCAPs).

Development and negotiation of indirect cost rate proposals (ICRPs).
Development of indirect cost policies, procedures, and models for sub-
grantees.

Development and review of sub-grantee indirect cost rates.

Development of activity based cost of services and user fee studies.

Development and negotiation of charge-back rate methodologies and
rates.
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Development and implementation of random moment sampling systems and other personnel

activity reporting systems.

Development and negotiation of jail rate studies and U.S. Federal Marshal daily housing costs.

Development and negotiation of implementation plans and quarterly claims associated with Title
{V-D, Title IV-E, and Medicaid activities for states, local governments, and school districts.

Assisting agencies in maximizing general fund cost recoveries from federally funded programs,

enterprise and special revenue funds, and other non-general fund sources.

Developing claims for reimbursement from the State Criminal Alien Assistance Program

{SCAAP) program.

PROFESSIONAL AND BUSINESS EXPERIENCE

State Governiment Experience

Mr. Schlyer has extensive experience and knowledge of OMB Circufar A-87 and its application and
relevance to state governments in a variety of settings including the development and negotiation of cost
allocation plans (CAP}, state wide cost allocation plans (SWCAPs) and indirect cost rate proposals
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PROFESSIONAL AND BUSINESS EXPERIENCE (Continued)

(ICRP). He also has experience with implementing and administering random moment sampling systems,
and rate setting and administrative claiming for the Medicaid program.

Mr. Schlyer’s state clients have included:

Louisiana Department of Labor — WIA Sub-Grantee Policies and Procedures. Assisted in the
development of policies and procedures to be utilized by Louisiana regional workforce boards (RWB) to
annually develop Workforce Investment Act (WIA) and OMB Circular A-87 compliant cost allocation
plans (CAP) for one-stop centers; and the development of policies and procedures to be followed by
the Department in annually reviewing and approving the CAPs . The project also included the provision
of a training seminar for the RWBs and the preparation of CAPs for the Bastrop Job Center, Calcasieu
Workforce Center, Hammond One-Stop Center, jefferson Parish One-Stop Center, and New Orleans
One-Stop Center. These CAPs were subsequently provided to other RVWBs as examples.

Louisiana Department of Natural Resources — ICRP. Responsible for the preparation and negotiation of
the Department’s annual cost allocation plan and indirect cost rates. Negotiated with and approved by
the U.S. Environmental Protection Agency.

Louisiana Department of Public Safety — ICRP. Assisted with the preparation of the Department’s
annual cost allocation plan and indirect cost rates. Annually negotiated with and approved by the U.S.
Department of Justice.

Arizona Department of Game & Fish — ICRP. Responsible for the preparation and negotiation of the
Department’s annual cost allocation plan and indirect cost rates. Annually negotiated with and approved
by the U.5. Department of the Interior.

Florida Agency for Workforce Innovation — WIA Sub-Grantee Policies and Procedures. Assisted in the
development of policies and procedures to be utilized by Florida regional workforce boards (RWB) to
annually develop Workforce investment Act (WIA) and OMB Circular A-87 compliant cost allocation
plans (CAP) for one-stop centers; and the development of policies and procedures to be followed by
the Agency in annually reviewing and approving the CAPs . The project also included the provision of
three one day training seminars for the RVYBs, the review and written analysis of the initial cost
allocation plans and resource sharing agreements submitted to the Agency by each RWB, and
recommendations for approval or disapproval by the Agency for each RWB CAP with any deficiencies
identified and correction actions to remedy any deficiency identified

Kansas Department of Social and Rehabilitation Services — Rate Setting. Developed market-based
service rates for Medicaid Targeted Case Management services. Regional cost of services was
established for 7 different types of TCM provided in Kansas. This project involved the collection,
analysis and aggregation of financial data from over 100 provider organizations as well as the design and
implementation of a timekeeping system to determine the allowable administrative costs that could be
included in the rates.

Kansas Corporation Commission — ICRP. Responsible for the preparation and negotiation of the
Commission’s annual cost allocation plan and indirect cost rates. Annually negotiated with and
approved by the U.S. Department of Energy.
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PROFESSIONAL AND BUSINESS EXPERIENCE (Continued)

Kansas Department of Administration — SWCAP. Assisted with the annual preparation of the State’s
SWCAP. Annually negotiated with and approved by the U.S. Department of Health and Human
Services.

Kansas Department of Agriculture — ICRP. Assisted with the preparation of the Department’s annual
cost allocation plan and indirect cost rates. Annually negotiated with and approved by the U.S.
Department of the Agriculture.

Kansas Department of Health & Environment — ICRP. Responsible for the preparation and negotiation
of the Department’s annual cost allocation plan and indirect cost rates. Annually negotiated with and
approved by the U.S. Department of Health and Human Services.

Kansas Historical Society — ICRP. Assisted with the annual preparation of the Society’s annual cost
allocation plan and indirect cost rates. Annually negotiated with and approved by the U.S. Department
of the Interior.

Oklahoma Office of State Finance — SWCAP. Assisted with the annual preparation of the State’s
SWCAP. Annually negotiated with and approved by the U.S. Department of Health and Human
Services.

Local Government and Not-For-Profit Experience

Mr. Schiyer also has significant experience with local government and not-for-profit cost recovery
operations through his career.

His experiences have included managing and preparation of indirect cost rate proposals (ICRP), cost
allocation plans (CAP) in accordance with GAAP for the identification of general fund costs provided to
non general fund entities, charge-back rates for billed services, and activity based cost of service and
user fee studies. He has successfully negotiated ICRPs with the U.S. Departments of Health and Human
Services, Housing and Urban Development and Education, Department of Education, and the
Department of Defense. His responsibilities have included the collection and analysis of organizational,
financial and performance data; the preparation of detail and summary reports; negotiation of ICRPs
with state and federal agencies; assisting agencies in the application of indirect cost rates; development
of cost of service models; development of user fee pricing models; and presenting executive summaries
to departments, councils and commissions.

% Completion of ICRP and CAP projects for cities across the US including New Orleans (LA), Tulsa
(OK), Wichita (KS), Carrollton (TX), Kansas City (KS), Murrieta (CA), Kalamazoo (MI), Flint (M),
Colorado Springs (CO) and Farmington (NM).

*,

% Completion of ICRP and CAP projects for counties and parishes incfuding Orange County (CA),
Jefferson Parish (LA), Sedgwick County (KS), Shawnee County (KS), Johnson County (KS), Harris
County (TX), Bexar County (TX), Galveston County (TX) Los Alamos County (NM), Gosper
County (NE), Dawson County (NE), Pitkin County (CO), El Paso County (CO), Teller County
(CO), Gratiot County (MI), and Yuma County {AZ).

% Completion of cost of service and user fee studies for the cities of Miami (FL), Kansas City (KS),
Tulsa (OK), Broken Arrow (OK), Flint (MI), and the Kansas City Missouri Police Department.
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PROFESSIONAL AND BUSINESS EXPERIENCE (Continued)
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Developed and submitted to the Texas Juvenile Probation Commission and the Texas Department
of Protective and Regulatory Services Department budgets, implementation plans, and quarterly
claims on behalf of Texas counties for the reimbursement of costs associated with Title IV-E
activities. Texas counties for which services were provided included Bexar (San Antonio),
Galveston, and Harris (Houston).

Developed and submitted implementation plans and quarterly claims to the Texas Department of
State Health Services, on behalf of Harris County for the reimbursement of costs associated with
Medicaid administrative services.

Developed and submitted for U.S. Federal Marshal approval daily rate proposals for the
reimbursement of costs associated with housing federal prisoners for detention facilities in Kansas
and Louisiana. Mr. Schiyer also prepared detailed analyses of county jail costs utilizing activity-
based costing principles and developed daily rates to secure reimbursement for county detention
services.
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SENIOR CONSULTANT

QOF AMERICA, INC.

RANGE OF EXPERIENCE

Ms. d'Auteuil is a Senior Consultant assigned to the MGT Costing Services
Practice. She has over 30 years of experience with state and local
programs and organizations. Her consulting experience and prior work
experiences with the Dallas County Budget Office and the Dallas County
Mental Health and Mental Retardation Center have provided her with both
theoretical and practical experience in the analysis and costing of
governmental operations. She has acquired an extensive knowledge of
federal and generally accepted accounting principles and procedures; and
governmental budgeting, finance, accounting, and operations through her
management and participation on numerous state and local government
management and costing projects. Types of projects that she has managed
and/or participated on include:

“ Development of activity based cost of service and user fee studies.

% Development of cost allocation plans (CAPs) in accordance with
generally accepted accounting principles (GAAP).

% Development of CAPs in accordance with federal principles.

% Development and negotiation of statewide cost allocation plans
(SWCAPs).

<+ Development and negotiation of indirect cost rate proposals (ICRPs).

*» Development and negotiation of charge-back rate methodologies and
rates.

» Development of grant administration policies and procedures.

*» Development of indirect cost policies, procedures, and models for
sub-grantees.

% Development and review of sub-grantee indirect cost rates

% Development and implementation of random moment sampling
systems and other personnel activity reporting systems.

% Development of information system advanced planning documents.

“+ Development and negotiation of jail rate studies and U.S. Federal
Marshal daily housing costs.

% Development and negotiation of implementation plans and quarterly
claims associated with county Title IV-E and Title IV-D activities.

% Assisting agencies in maximizing general fund cost recoveries from
federally funded programs, enterprise and special revenue funds, and
other non-general fund sources.

% Organizational and operational reviews.

>

% Process improvement studies.
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PROFESSIONAL AND BUSINESS EXPERIENCE
State Government

Ms. d'Auteuil has acquired an extensive knowledge of U.S. Office of Management and Budget
Circular A-87 (OMB A-87) and state agencies operations through her consulting experiences in
the states of Louisiana, New Mexico, Texas, and Washington. Her state experiences have
included the preparation of SWCAPSs; state agency CAPs, indirect cost rates and ICRPs; charge-
back rates for billed services in accordance with OMB A-87; activity-based cost of services
studies; and organizational and operational reviews. She has assisted in the successful
negotiations of SWCAPs, ICRPs and/or charge-back rates with U.S. departments of Health and
Human Services (USDHHS), Justice (USDQJ), Labor (USDOL) and Transportation (USDOT). Her
responsibilities have included the collection and analysis of organizational, financial and
performance data; the preparation of detail and summary report in accordance with OMB A-87;
the preparation of OMB A-87 fund reconciliations for Section Il hilled services; assisting in the
negotiation of SWCAPs and ICRPs with federal agencies; assisting agencies in the application of
indirect cost rates; development of billing rate methodologies and charge-back rates that comply
with OMB A-87; and the costing of services for which a fee is charged or possibly charged. State
government projects which she has managed and/or participated on include the following:

Statewide Cost Allocation Plan Projects — USDHHS is Federal Cognizant Agency

+» Louisiana SWCAP - Louisiana Division of Administration — 1995, 1996 and 2001

¥ New Mexico SWCAP - New Mexico Department of Finance and Administration — 1990,
1991, 1992, 2007, 2008, and 2009

% Texas SWCAP - Texas Office of the Governor — annually 1992 - 2008

.

Cost Allocation Plan and Indirect Cost Rate Projects

»

% Texas Office of the Attorney General — USDHHS is Federal cognizant agency - Annually
1992 through 2009

% Texas Office of the Governor — USDHHS is Federal cognizant agency — Annually 1995
through 2009

% Texas Office of the Secretary of State — USDHHS is Federal cognizant agency — 2006

7

% Texas Commission for the Blind — USDOE is Federal cognizant agency — Annually 2002
and 2003

4% Texas Department of Assistive and Rehabilitative Services— USDOE is Federal cognizant
agency — 2005

% Texas Department of Mental Health and Mental Retardation — USDHHS is Federal
cognizant agency — Annually 2002 and 2003

*,

% Texas Department of Public Safety — USDOT is Federal cognizant agency — Annually
1995 through 2007

% Texas Department of State Health Services — USDHHS is Federal cognizant agency —
Annually 2004 through 2007

% Texas Workforce Commission — USDHHS Federal cognizant agency — 1996
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Other State Agency Projects
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Louisiana Department of Social Services - Assisted in the development of an Advance
Planning Document required for obtaining federal approval and funding for the acquisition
and implementation of a statewide child welfare information system. 2002

Texas Office of the Attorney General - Developed legal services billing methodology in
accordance with OMB A-87 and annually prepared legal setvices billing. Annually 1992
through 2009

Texas Office of the Attorney General, Child Support Division - Developed and analyzed
costs according to the state of Texas, Council on Competitive Government Cost
Methodology for the purpose of recommending operational improvements and to compare
in-house costs with private vendor service fees. 1996

Texas Office of the Comptroller of Public Accounts, Information Services Division -
Developed cost allocation plan. Annually 2003 through 2007

Texas Health and Human Services Commission - Assisted in the assessment of the
current and future cost recovery issues related to the reorganization of 12 health and
human services agencies into five new agencies. 2004 and 2005

Texas Health and Human Services Commission - Assisted in the review and assessment
of the methods utilized by the Commission and its agencies to charge and/or allocate the
costs associated with facility and information services to programs and funding sources.
Based on assessment, assisted in development of methods for the recovery of facility and
information services that were approved by the Commission’s cognizant federal agencies.
2005

Texas Department of Information Resources - Assisted in resolving issues related to the
consolidation of information technology services with U.S. Department of Health and
Human Services. 2006 and 2007

Texas Guaranteed Student Loan Corporaﬁbn - Assisted in the development of an
organization to process student loans regionally and developed projected costs by activity
for the development of service fees. 1996

Washington Department of General Administration - Assisted in a comprehensive review
of the following ISF's administered by the Department: Central Mail Services,
Engineering and Architectural Services, Facility Management, Materials Management
Center, State Motor Pool, State Procurement, and Surplus Property. The review
included the review of current methodologies and processes, provision of
recommendations for improvements, development of rate models, assistance in the
development of FY 2009-11 biennium rates, and provision of training. 2008 and 2009

Local Government

In addition to Ms. d’Auteuil’s prior work experiences with the Dallas County Budget Office

and the Dallas County Mental Health and Mental Retardation Center, she has acquired an
extensive knowledge of local government operations through her project experiences as a
consultant. Her experiences have included the preparation of ICRPs, CAPs in accordance
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PROFESSIONAL AND BUSINESS EXPERIENCE (continued)

with GAAP for the identification of general fund costs provided to non-general fund entities,
charge-back rates for billed services, activity based cost of services and user fee studies,
and organizational and operational reviews. Local government projects on which she has
participated have included the following:

N
He

NG
...

*,
00.

Completion of ICRP and CAP projects for counties including the Texas counties of Bexar,
Galveston, Harris, Travis, and Tarrant.

Developed and submitted to the Texas Attorney General Child Support Division, budget
and quarterly claims on behalf of Texas counties for the reimbursement of costs
associated with Title IV-D activities. Texas counties for which services were provided
included Bexar and Tarrant.

Developed and submitted to the Texas Juvenile Probation Commission and the Texas
Department of Protective and Regulatory Services Department budgets, implementation
plans, and quarterly claims on behalf of Texas counties for the reimbursement of costs
associated with Title IV-E activities. Texas counties for which services were provided
included Bexar, Galveston, Harris, and Travis.

Developed and submitted implementation plans and quarteriy claims to the Texas
Department of State Health Services, on behalf of Harris County for the reimbursement of
costs associated with Medicaid administrative services.

Reviewed and provided recommendation to Texas Regional Councils of Governments on
the adequacy of regional councils of governments’ ICRPs and their compliance with OMB
A-87 principles and procedures.

Developed and submitted for U.S. Federal Marshal approval daily rates for the
reimbursement of costs associated with housing federal prisoners. Ms. d’Auteuil also
prepared detailed analyses of county jail costs utilizing activity-based costing principles
and developed daily rates to secure reimbursement for county detention services.

Developed and analyzed activity-based costs for the Tarrant County Domestic Relations
Office for the purpose of determining the cost effectiveness of a Child Support Case
Monitoring unit in conjunction with a cooperative agreement with the Office of the Attorney
General Child Support Division.

Responsibilities with the Dallas County Budget Office and the Dallas County Mental
Health and Mental Retardation Center included the preparation and maintenance of
budgets; grant and contract program activities necessary to assure compliance with
applicable state and federal policies and procedures; preparation of financial reports and
ICRPs; negotiation of contracts and ICRPs with applicable state and federal agencies;
and the resolution of audit findings with state and federal program and financial auditors.
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which permits the State to use the SWCAP for cost recovery from federal programs and grants. In
summary, the SWCAP process is comprised of three principal tasks:

% Preparation of a central services cost allocation plan.
% Development of information on billed services.

% Submittal, negotiation, and approval of the SWCAP by DCA.

Although almost all states provide the same central services, states greatly differ on how they provide
and fund each service, and the level of service provided. Services such as personnel and payroll services
may be treated as an allocated cost in some states and as a billed service in other states, such as the
State of West Virginia. In addition, the methods for either allocating or billing services may differ
between states. For example, one state may allocate or bill the cost of centralized payroll based on the
number of funded positions and another state may allocate or bill based on the number of payroll
warrants issued.

A significant impact on whether costs of a service are billed or allocated, and the method used to
allocate or bill costs is the DCA field office and negotiator responsible for reviewing and approving a
state’s SWCAP, OMB Circular A-87 is not a clearly defined document and leaves much to the
interpretation of the reader or, in most cases, the DCA negotiator. For instance, the DCA Central Field
Office (Dallas) has a different interpretation than the DCA Western and Northeast field offices of what
a service activity is, the allowable fund balance for internal service funds, and the federal reconciliation
(true-up) form to be prepared and submitted on each internal service fund. It is very important that the
person preparing the West Virginia SYWCAP be fully knowledgeable of the interpretations and
preferences of the individual DCA Field Offices, and the types and format of the information they like to
be provided for their review.

A knowledgeable and proactive process of dealing with the DCA negotiators will greatly reduce the
State’s financial risk and significantly reduce the level of effort State staff will need to spend clarifying
information andfor responding to requests for additional information.

First Component, Task One: SWCAP — Section I Allocated Services

A central services cost allocation plan (CSCAP) will be prepared that includes and allocates the costs of
all central services that are not billed to state agencies. The CSCAP will be completed in sufficient time
to allow for the review of the CSCAP by the State and submittal to DCA (U.S. Department of Health
and Human Services) by December 31t of each year. For SWCAPs in which the federal submission
deadline has already passed prior to the issuance of this RFQ, the CSCAP will be completed
expeditiously by a date mutually agreeable to the State and MGT. The cost of each central service will
be identified and allocated in the statewide CSCAP to all benefiting state agencies utilizing an allocation
base that reasonably results in the allocation of costs in accordance with the relative benefit provided or
received. The costs that are allocated to each state agency in the statewide CSCAP may be subsequently
claimed by each state agency through further allocation of these costs to the programs they administer
o through their inclusion in the development of an indirect cost rate for the agency. In order to
maximize the potential recovery of the states non-billed central service costs, a complete review of all
state departments will be conducted by MGT to identify all statewide central services and the agencies
benefited by each service.

Allocated indirect costs are approved as Section | costs on the SWCAP cost allocation agreement. Per
OMB Circular A-87, the statewide CSCAP must include for each allocated central services a brief
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description of the service, an identification of the unit rendering the service and the operating agencies
receiving the service, the items of expense included in the cost of the service, the method used to
distribute the cost of the service to benefited agencies, and a summary schedule showing the allocation
of each service to the benefited agencies.

We will utilize MGT’s proprietary cost allocation software to allocate the non-billed central service
costs and prepare the statewide CSCAP. The software incorporates years of refinements and continual
field use by MGT consultants. The software has been utilized to develop statewide and state agency
CSCAPs that have been reviewed by numerous federal agencies, including the DCA. It is the tool we use
to generate all the OMB Circular A-87 CSCAPs we prepare on behalf of city, county, and state clients
each year. The software uses a double iteration (two step-down allocating mechanism) methodology
insuring the full allocation of all costs. The software enables the allocation of an unlimited number of
cost pools using multiple allocation bases. Report outputs include detailed schedules that will reconcile
all costs allocated in statewide CSCAP to state financial statements. It also provides a number of
summary and management reports. MGT can provide this software to the State at no cost, however
this is unnecessary since MGT consultants will perform ail necessary tasks associated with the software
and the State is only asked to provide raw data in electronic or paper format from its existing systems.

First Component, Task Two: SWCAP —Section II Billed Services

The State is required to provide service descriptions, financial, rate methodology, billing, and OMB
Circular A-87 reconciliation information on all billed central services. Billed central services are
approved as Section |l billed costs on the negotiation agreement. Billed services which are not identified
on the SWCAP cost allocation agreement as approved Section Il billed costs may not be charged to
federal programs. Therefore, it is essential that all of the State’s billed services be identified, properly
documented, and included on the agreement,

In addition to state policies and GAAP, OMB Circular A-87 cost principles should be considered in the
development of service rate methodologies due to the likely funding of those charges by state agencies
from federal funding sources. Rate methodologies and working capital balances are required to be
submitted annually as part of the SWCAP process. Failure to fully document each billed service and/or
to develop billing rates in compliance with OMB Circular A-87 requirements could result in service
rates being classified as unallowable costs for federal programs, and/or funds may be forced to refund
“over billings” to the federal government.

As West Virginia and other states have experienced, all the DCA Field Offices has been increasingly
emphasizing the importance of compliance to OMB Circular A-87 by internal service funds, self
insurance funds and other billed services. As a result of the number of State billed services, our Project
Director Mr. Nolan anticipates a significant effort associated with the developing of the Section I
information, assisting the State in responding to inquires from DCA, and educating and assisting State
staff in complying with OMB Circular A-87 requirements as they relate to billed services,

Section Il billed services in the State of West Virginia may have reduced the State’s reliance on general
fund. However, unless the methodologies and procedures used to develop service rates and fees are
structured correctly and fully costed in accordance with OMB Circular A-87, the State may reduce the
amount of billed costs that can be recovered from federally funded programs. The Legislature’s
requirement that portions of a central service’s activities be recovered through a billing process may
result in the balance of a central service’s costs being deemed unallowable by DCA. Each billed cost
should be developed and identified by activity to assure all costs remain allowable. It should be further
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realized that whether the billed activity is established as an internal service fund or not, financial
statements will need to be annually prepared and reconciled to OMB Circular A-87 requirements.

In addition to annually preparing OMB Circular A-87 financial reconciliations, for each billed service
MGT will annually review the financial statements, billing rate development methodology, and provide
guidance to the State and service agency management on compliance with OMB Circular A-87
requirements. We will assist the State in understanding issues raised by DCA during their annual review
and formulating an approach to addressing issued raised by DCA.

First Component, Task Three: SWCAP—Negotiation of SWCAP Approval

The final task is the negotiation of the approval of the SWCAP with the DCA Mid-Atlantic Field Office.
This task requires responding to DCA’s inquires concerning the statewide CSCAP and Section |l
information. During the annual review of the SWCAP, the assigned DCA negotiator usuafly make an on-
site visit to review the SWCAP and to schedule meetings with selected managers of Section Il billed
services to acquire a first hand knowledge of each service’s rate development methodology and process.
The final outcome of this task is the receipt by the State from DCA of a cost allocation agreement
approving the Section | allocated costs and Section |l billed costs.

Although reliant upon DCA'’s schedule, MGT will strive to negotiate approval of the SWCAP as quickly
as possible. We will be in Baton Rouge during any on-site SWCAP reviews by the DCA negotiator and
will attend all meetings with the DCA negotiator, We will be available to assist the State in responding
to inquires concerning the SWCAP, OMB Circular A-87 issues, and billed services issues beginning with
the date of our contract through the period covered by the SWCAP. If the SWCAP should be audited
or questioned, regardless of when, MGT will be available to respond to questions and provide
documentation in support of the SWCAP.

Although MGT'’s experience in preparing SWCAPs is important to the State, we believe that of most
importance is our Project Director’s, Mr. Joel Nolan, extensive experience negotiating SWCAPs with
DCA, including with the DCA Mid-Atlantic Field Office. His experience in negotiating SWCAPs with the
DCA will enable us to obtain the best results for West Virginia. It will also enable us to initially provide
the information to DCA that we know the negotiator wants and in the format they prefer; and to
minimize state staff efforts in responding to additional requests for information and clarification of costs.

Second Component: Department Indirect Cost Recovery

Although statewide indirect costs are identified and their allowability negotiated through the SWCAP,
the recovery of these costs from federal and non-federal programs is reliant on State departments. In
order to recover SWCAP costs, each department that administers federally funded programs must
prepare a department CSCAP and indirect cost rate(s). The department CSCAP and rate must include
all department indirect costs, including those allocated to a department in the SWCAP Section | CSCAP
and/or billed to a department. The department CSCAP and indirect cost rate(s) must be submitted to
and approved by each department’s federal cognizant agency.

OMB Circular A-87 requires a state department wishing to recover costs of agency indirect costs from
federally funded programs to annually prepare an indirect cost rate proposal (ICRP). The ICRP must
include documentation on all costs that are billed to or recovered from federally funded programs
utilizing an allocation or billing methodology, and/or through the utilization of an indirect cost rate. At a
minimum, the ICRP must include a certification, department CSCAP, indirect cost rates, schedules
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reconciling costs to a department’s official financial statements, and documentation on any billed or
allocated costs. The ICRP must be submitted to the department's federal cognizant agency for review
and approval.

Once a department receives approval of its ICRP, a department may utilize approved indirect cost rates
to recover indirect costs. However, indirect costs must be an approved cost of a federal grant, contract
or award before it may be claimed. Grant budgets and contracts with federal awarding agencies must be
amended to include the approved rate. Once this is completed, departments may apply rates to claims
and recover the State’s indirect costs.

In addition to their SWCAP experience, all MGT consultants to be assigned to the West Virginia
SWCAP project have extensive experience in preparing CSCAPs, indirect cost rates, and ICRPs for
state departments and negotiating their approval with cognizant federal agencies; are fully knowledgeable
of OMB Circular A-87 requirements; understand how to maximize indirect costs within federally
allowable limits; and understand and are experienced with state accounting systems, funding, budgeting,
and appropriation issues. This will enable them to provide continuing support to state agency on the
recovery of indirect costs from both federal and non-federal funded programs.

Tasks required to complete component two are not included in the requested scope of work and
are the responsibility of each state agency. MGT is not proposing to develop ICRPs for state
agencies. However, we will at the request of the State provide training on indirect cost recovery and
ICRP development for state agencies. We will also be available to respond to state agency questions
concerning the development and negotiation of ICRPs and the application of indirect cost rates.

Third Component: Indirect Cost Recovery Training and Support

There are many factors which strongly support a state’s establishment of an on going program and/or
resources available to state staff that provides training and support on indirect cost recovery. Although,
OMB Circular A-87 established principles and procedures for the development, submittal and approval
of indirect cost rate proposals, there are many vague cost issues and varying interpretations. State
departments are often unfamiliar with cost allocation concepts and do not fully identify and/or
appropriately allocate costs to federal programs. The understanding and interpretation of OMB Circular
A-87 also varies greatly between and within federal agencies. The Circular and related cost recovery
issues are continually changing and evolving, State staff retirements and turn over also significantly
impact departments. These factors and other make it essential that the State engage a firm with
consultants that are knowledgeable, experienced, and on top of current federal interpretations and audit
issues related to indirect cost recovery. MGT is that firm.

As a result of his experience, Mr. Nolan, our Project Director, is nationally recognized as an authority
on OMB Circular A-87 and its impact on state and local governments. He annually makes numerous
presentations to governmental organizations on the development and application of OMB Circular A-87
cost allocation plans, indirect cost rates, and charge-back rates. He has provided training at the
American Institute of Certified Public Accountants governmental training program, Association of
Governmental Accountants professional development conferences, Governmental Finance Officer
Association development conferences, National Association of State Comptrollers annual conferences,
the Texas CPAs Single Audit in Texas Conference on OMB Circular A-87, and the Texas Finance
Officers Academy. In addition, he has provided presentations on the current version of OMB Circular
A-87, cost analysis, and cost recovery subjects to state agencies and local entities in Alaska, Arizona,
Colorado, Florida, Kansas, Idaho, Louisiana, Montana, Oklahoma, and Texas. Other members of our
project team also have training experience.
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In addition to our project team, MGT has a number of experienced consultants that are strong and
diversified in the areas of state government cost analysis, charge-back rate development, operational
analysis, program structuring and compliance. We have extensive files, reports, opinions, and data that
can be made available to the State. These materials include: (1} user fee analyses for state agencies, (2)
Grants Appeals Board opinions and rulings, (3} performance measurement, (4) productivity analyses, (5)
costs of services comparisons, and (6) indirect cost policies adopted by other states, and more. Our
experts in data processing, rate development, statistics, and finance can all be called in to answer
questions or provide professional advice to produce the best possible indirect cost recovery program
for the State.

We will at the request of the State provide training on indirect cost recovery and ICRP development for
state agencies. We will also be available to respond to state agency questions concerning the
development and negotiation of ICRPs and the application of indirect cost rates.

Work Plan

We are committed to developing a SWCAP on time, and meeting with State staff as frequently as
necessary to assure a quality product, a full understanding of project results and federal issues, and
assisting the State in developing methods and procedures for the full recovery of central services costs
from non-general fund sources.

To meet our commitment and time line, we will utilize a work plan that has been used by our project
team members to prepare numerous SWCAPs for over 25 years. Our technical approach will meet the
State’s objectives through interviews with state agency managers, a comprehensive data collection and
review process, and proven cost allocation software. Embedded within our approach is our philosophy
of close communications with our client on the progress of our work. Our management philosophy calls
for interactive communication with State staff because it fosters an understanding of the work being
performed and improves client satisfaction with our work. This will also be beneficial to the State staff
that will have responsibility for assisting state agencies in the actual recovery of SWCAP costs.

Given access and availability of state staff to provide organization, service and financial information, MGT
is qualified and fully staffed to complete all activities and tasks of the project. We will only require access
to state agency staff for brief interviews related to services provided and their duties. We will also need
assistance in the acquisition of organizational, financial, allocation base data, and other related
information.

Our work plan for completion of the SWCAP each year is comprised of six primary tasks and over 40
subtasks. As our references will confirm, we are committed to developing a SWCAP on time, and
meeting with State staff as frequently as necessary to assure a quality product, a full understanding of
project results and federal issues, and assisting the State in developing methods and procedures for the
full recovery of central services costs from non-general fund sources. Following is a brief description of
our work plan tasks, subtasks, and the week in which the subtask would be completed. Assuming the
work began each year the first week of October, we would complete a draft SWCAP in 8 weeks (end of
MNovember), provide and review the draft SWCAP with the State the first of December, receive
comments from the State by December 15%, and provide the State with a final SWCAP by December
31, Total of 12 weeks.  For SWCAPs in which the federal submission deadline has already passed
prior to the issuance of this RFQ, the SWCAP will be completed expeditiously by a date mutually
agreeable to the State and MGT.
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At the onset of the project, MGT will meet with the State to confirm the objectives, deliverables,
and schedule of the project. MGT staff understands the general objectives going into the
engagement. However, having an initial meeting to set and determine specific objectives ensures the
final product will meet expectations. If necessary, any refinements in approach or schedule will be
identified, discussed, and incorporated into a revised work plan and timeline, and submitted to the
State for approval.

Also, at this meeting a State project coordinator should be designated. This individual’s involvement
will include the scheduling of interviews with key department personnel and assisting MGT staff in
acquiring organization, financial, and allocation base information. This individual will also be involved
in establishing and coordinating activities to ensure a timely flow of information and interaction
between MGT and the State. The designated individual should be thoroughly knowledgeable of State
central service operations. Week |,

Identify the contact people in each central service agency and each billed service agency. Agency
would be identified for which contact are needed during the first week of the project. Week |.

As the project progresses, deliver monthly project status report to the project coordinator, until all
documents are completed and submitted to DCA.

After DCA responds to SWCAP submission, we will ensure the State is informed of all
conversations and correspondence until all outstanding issues are resolved.

Review the prior SWCAPs, audit documentation, and correspondence related to SWCAPs prepared
based on actual expenditures for the previous three years. This review will provide us an understanding
of the State’s current allocated and billed services, and enable us to identify improvement
recommendations. It will also enable us to identify and assist the State in addressing any current or
potential OMB Circular A-87 related issues with allocated and/or billed services. We will need the
OSRAP lead to provide or direct us to the documents. Weeks | and 2.

Obtain electronic (preferable} or hard copies of actual expenditures for state central services.
Week I.

As necessary, meet with central service agencies included in central services cost allocation plan
(CSCAP) or identified as a result of our review to brief them on the process and purpose. We expect
that the agency meetings will be completed during the first week of project commencement. During
these meetings, we will discuss services provided; determine if the current CSCAP service model is still
appropriate; and discuss allocation of costs among multiple services. We will also discuss CSCAP
allocation logic and current allocation base, and examine alternatives that might now be available. We
anticipate each meeting will last approximately one hour. Ve anticipate the State project lead will
coordinate meeting for us with the central service agencies. Weeks | and 2.

Provision by central service agencies of allocation data and other necessary information to the State
project lead or directly to our consultants, at the discretion of the State. We anticipate the State will
want the State project lead to coordinate and manage the collection of documents generated at central
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service agencies. YVe anticipated the agencies will send the information to the State lead and they will
forward it to MGT. Weeks | through 4.

When the data from the central service agencies is available, enter cost and allocation statistics into our
proprietary cost allocation plan software. Weeks 5 and 6.

Review, update, and prepare the description of service and allocation base for each central service
department. Weelks 5 and 6.

Prepare carry-forward calculations on a service-by-service basis for each State agency. Week 6.

Prepare a draft Section | CSCAP. Weeks 6 and 7.

Prepare an analysis comparing the amount of cost allocated and the amount allocated to each state
agency for the current year to the previous year. The analysis will include a description of significant
revisions, and increases and decreases in allocation to state agencies. Weelk 7.

Provide a draft CSCAP and analysis/fcomparison to the State project coordinator for review and
comment. One unbound copy of the draft CSCAP and analysis will be provided to the State, Week 8.

. A meeting will be held with the State to review the draft CSCAP and analysis/comparison. The

intent of this meeting is to ensure a thorough understanding of the CSCAP, the accuracy and validity
of the results, and the identification and discussion with the State of any potential issues with DCA.

Potential impacts on federal cost recovery by state agencies will also be presented and discussed.
Week 9.

. Provide a final CSCAP to the State project coordinator incorporating any revisions identified by during

the review of the draft CSCAP within 10 day of the receipt of any comments or requested revision from
the State. Five copies of the final CSCAP will be provided to the State. An electronic copy will also be
provided, Week 12,

Identify all statewide Section Il billed services. Assistance by the State will likely be required in
identifying billed services. Week 1.

Collect descriptions of services provided. We anticipated the agencies will send the information to the
State project coordinator and they will forward it to MGT. Weelc | and 2.

Collect and review descriptions of billing and rate development methodologies. We anticipated the
agencies will send the information to the State project coordinator and they will forward it to MGT.
Weeks | through 4.

Collect and review existing billing mechanisms for all internal service funds, self<insurance funds, fringe
benefit funds, and any other billed service which are or may be billed to federally funded programs. We
anticipated the agencies will send the information to the State project coordinator and they will forward
it to MGT. Weels | through 4.

Collect rate schedules/tables. We anticipated the agencies will send the information to the State project
coordinator and they will forward it to MGT. Weeks | through 4.

Obtain and review financial statement for the internal service funds from the State's Comprehensive
Annual Financial Report (CAFR). We anticipate the CAFR or draft statements will be available by
November |5®" each year. Week 6.
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Obtain cost center level reports showing the breakdown of expenditures and revenues for each
service. The reports should reconcile the cost center information to the CAFR financial reports for
each internal service fund. We anticipated the agencies will send the information to the State project
coordinator and they will forward it to MGT. Week 6.

For non internal services funds, obtain depreciation schedules for each service. We anticipated the
agencies will send the information to the State project coordinator and they will forward it to MGT.
Week 6.

If necessary, obtain the average daily cash balances data for each internal service fund, and the
average State Treasury rate of return to calculate imputed interest for internal service funds. We
anticipated the State project coordinator will acquire the information and forward it to MGT. Week 6.

. Prepare the required OMB A-87 federal retained earnings reconciliation schedules for each billed

service. Weeks 7 and 8.

. Compile the information on all Section Il services into a single statewide Section Il document with a

section on each service. Weeks 7 and 8.

. Provide a draft statewide Section Il billed services document to the State project coordinator for

review and comment. One unbound copy of the draft Section |l document will be provided to State.
Week 8.

A meeting will be held with the State to review the draft Section Il billed services document. The
intent of this meeting is to ensure a thorough understanding of the results, the accuracy and validity
of the results, and the identification and discussion with the State of any potential DCA issues.
Weelk 9.

Provide a final Section Il billed services document to the State project coordinator incorporating any
revisions identified during the review of the draft document within [0 day of the receipt of any
comments or requested revision by the State. Five copies of the final Section Il document will be
provided to the State. An electronic copy will also be provided. Week 12.

MGT will submit the SWCAP (Section | CSCAP and Section Il Billed Services Document) to DCA Mid-
Atlantic Field Office by December 315t each year. For SWCAPs in which the federal submission deadline
has already passed prior to the issuance of this RFQ, the CSCAP will be completed expeditiously by a
date mutually agreeable to the State and MGT. Week 2.

MGT will contact DCA at least monthly to find out the status of their review and notify the State of the
status.

Provide negotiation services with DCA, coordinating responses, revising submission documents, and
generating corrected documents as needed, until all documents are acceptable to DCA and the State. It
is important to note that some federal exceptions unrelated to SYWCAP preparation or accuracy may
interfere with SWCAP approval, such as cfaims for federal financial participation reimbursements that
result in protracted negotiations. MGT will ensure that all of our products are satisfactory to the State
and comply with OMB A-87. Although reliant upon DCA’s schedule, we will strive to negotiate
approval as quickly as possible.

Attend any on-site review meeting in Charleston with the DCA negotiator.
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Inform the State on the impact or possible impact of any DCA findings andfor request for additional
information and appraise the State of their options.

Prepare formal responses to state or federal auditor’s findings, explaining differences, agreeing or
disagreeing, and providing follow-up documentation to resolve the finding.

If necessary, a revised Section | CSCAP and/or Section Il Billed Services Document will be developed
incorporating any revisions agreed upon by the State and submitted to DCA and the State.

Upon receipt of a negotiation agreement from DCA, five copies of the approved Section | CSCAP and
Section Il Billed Services Document will be provided to the State. The Section | CSCAP will include a
copy of the agreement approving the Fixed Central Services Costs and Section Il billed services. An
electronic copy of the reports and all work papers will also be provided.

Our continuing service work plan includes the provision of telephone and electronic support in
response to questions or interpretations associated with federal cost recovery issues for the term
of the contract. MGT considers communications with state agencies, internal service fund managers,
and users of SWCAP data an essential element in assisting the State to maximize the recovery of
State funds expended on federal programs. We will also provide continued guidance to the State on
the requirements of and issues related to OMB Circular A-87. As new procedures and
interpretations are developed and issued, we will assist the State in responding. As with most issues
there will likely be many alternatives for addressing each issue. We will attempt to direct the State
to those with the least cost and most benefit to the State.

We will be available to represent the State in responding to inquiries concerning the SWCAP, OMB
A-87 issues, cost allocation plan, and billed services issues for the life of the contract.

If the SWCAP should be audited or questioned, regardless of when, MGT will be available to
respond to questions and provide documentation in support of the SWCAP. MGT will complete any
additional tasks that may reasonably relate to preparation, negotiation, or defense of the SWCAP
including formally responding to state and federal auditors’ findings, explaining differences, agreeing
or disagreeing, and providing follow-up documentation to resolve the finding.

At the option of the State, we will provide a training session on OMB Circular A-87 and federal cost
recovery issues for State personnel. We will provide a two to three hour session at no additional
cost to the State.

We will retain all records associated with the West Virginia SWCAP project for a term of 5 years
beyond the end date of the contract.

Project Schedule

MGT will complete the SWCAP and all required information detailed in our Work Plan in sufficient time
each year to facilitate review and approval by the State and submittal of the final SWCAP and
information by December 3Ist each year to the Division of Cost Allocation (DCA) of the U.S.
Department of Health and Human Services. Assuming a contract would be awarded and financial
information would be available by October |t each year, MGT would provide a draft Section | CSCAP
and a Section It Billed Services Document to the State by the first of December each year. Assuming a
ten day period for review, a final Section | CSCAP and a final Section Il Billed Services Document would
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For SWCAPs in which

the federal submission deadline has already passed prior to the issuance of this RFQ, the CSCAP will be
completed expeditiously by a date mutually agreeable to the State and MGT.

Although reliant upon DCA'’s schedule, we will strive to negotiate approval of the SWCAP as quickly as
possible,

Our project schedule for each task is identified in our Work Plan. Our project schedule for each

delivera

ble is identified in the following section.

Deliverables

As detailed in our Work Plan, MGT will provide the State the following deliverables:
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A draft central service cost allocation plan (CSCAP) prepared in accordance with OMB Circular
A-87. The draft plan will include the required certification, service descriptions, costs schedules,
allocation schedules, and summary schedules required by OMB Circular A-87. An electronic
copy and one printed unbound copy of the draft CSCAP will be provided. Delivery date —
Week 8 (November 30th),

An analysis comparing the amount of cost allocated and the amount allocated to each state
agency for the current year to the previous year. The analysis will include a description of

significant revisions, and increases and decreases in allocation to state agencies. Delivery date —
Week 8 (November 30th),

A meeting will be held with the State to review the draft CSCAP and analysis/comparison.
The intent of this meeting is to ensure a thorough understanding of the CSCAP, the
accuracy and validity of the results, and the identification and discussion with the State of
any potential issues with DCA. Potential impacts on federal cost recovery by state agencies
will also be presented and discussed. Delivery date - First week of December.

A final CSCAP prepared in accordance with OMB Circular A-87. The final CSCAP will
incorporate any revisions identified during the review of the draft CSCAP. One copy of the final
CSCAP will be submitted to DCA for approval. An electronic copy and five bound copies of the
final CSCAP will be provided to the State. Work papers will also be provided. Delivery date —
By the fourth week of December, no fater than December 3 | st.

A draft statewide Section Il billed services document developed in accordance with OMB
Circular A-87 and including all exhibits or information requested by the DCA Mid-Atlantic
Field Office. The draft document will at a minimum include service descriptions, financial,
rate methodology, billing, and OMB Circular A-87 reconciliation information on each central
services billed service. The document will include the DCA required reconciliation of
retained earnings to federal guidelines for each billed internal service activity. An electronic
copy and one copy of the draft Section Il document will be provided to the State. Delivery
date - Week 8 (November 30th),

A meeting will be held with the State to review the draft Section Il billed services document.
The intent of this meeting is to ensure a thorough understanding of the results, the accuracy
and validity of the results, and the identification and discussion with State of any potential
DCA issues. Delivery date - First week of December.

A final statewide Section Il billed services document developed in accordance with OMB
Circular A-87 and including all exhibits or information requested by the DCA Mid-Atlantic

OF AMERICA, INC.
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Field Office. The final Document will incorporate any revisions identified during the review of
the draft Document. One copy of the final Document will be submitted to DCA for approval.
An electronic copy and five bound copies of the final Document will be provided to the State.
Copies of work papers will also be provided. Delivery date — By the fourth week of
December, no later than December 3 1st.

Negotiate approval of the Section | CSCAP and Section li billed services with DCA. MGT will
attend any on-site review meeting in Charleston with the DCA negotiator, coordinate
responses, revise submission documents, and generate corrected documents as needed, untit all
documents are acceptable to DCA and the State. MGT will also inform the State on the impact
or possible impact of any DCA findings and/or request for additional information; and
appraise the State of their options. Delivery date - Although reliant upon DCA’s
schedule, we will strive to negotiate approval of the SWCAP as quickly as
possible.

If necessary, a revised Section | CSCAP and/or Section Il billed services document will be
developed incorporating any revisions agreed upon by the State and submitted to DCA and
OSRAP.

Upon receipt of a negotiation agreement from DCA, an electronic copy and five bound copies of
the approved Section | CSCAP and Section H billed services document will be provided to the
State. The Section | CSCAP will include a copy of the agreement approving the Fixed Central
Services Costs and Section |l billed services. Delivery date — Within 10 days after receipt
of negotiation agreement.

Provision of telephone and electronic support in response to questions or interpretations
associated with federal cost recovery issues. We will provide guidance to the State on the
requirements of and issues related to OMB Circular A-87. We will be available to assist the
State in responding to inquiries concerning the SWCAP, OMB A-87 issues; the CSCAP,
state agency indirect cost recovery, and billed services issues. Delivery date — Contract
award through period covered by contract.

If the SWCAP should be audited or questioned, regardless of when, and whether by federal,
internal or legislative auditors, MGT will be available to respond to questions and provide
documentation in support of the SWCAP, including formally responding to state and federal
auditors’ findings, explaining differences, agreeing or disagreeing, and providing follow-up
documentation to resolve the findings. Delivery date — Forever.,

At the option of the State, we will provide a copy of the MGT Cost Allocation Software.
This Windows-based software utilizes Microsoft Excel as a report writer and requires that
Microsoft .NET be installed on the users machine. The State would receive 2 licenses. It is
not necessary for the State to have the MGT Cost Allocation Software as our proposed
solution to the State’s needs calls for MGT to perform all of the cost allocation data entry
necessary to complete the SWCAP. Delivery date — once annually,

At the option of the State, we will provide a training session on OMB Circular A-87 and

federal cost recovery issues for State personnel, We will provide a two to three hour
session at no additional cost to the State. Delivery date — once annually,

£z
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4. APPROACH AND METHODOLOGY

Project Approach and Methodology

West Virginia state agencies expend considerable resources in the administration and support of
federally funded programs. To recover the costs of and associated with those resources from federal
funding sources, state agencies must comply with federal cost principles and procedures as presented in
2 CFR, Part 225 Cost Principles for State, Local and Indian Tribal Governments (OMB Circular A-87).
Federal cost principles were formerly presented in OMB Circular A-87.

OMB Circular A-87 acknowledges the total cost of administering a program is comprised of allowable
direct costs of the program, plus a program’s appropriated share of allowable indirect costs
(administrative and support costs). Direct costs are costs which can be specifically identified with a
particular program or activity. Indirect costs are those incurred for a common purpose benefiting more
than one program or activity, and not readily assignable to programs specifically benefited without effort
disproportionate to results achieved. Indirect costs are incurred at the statewide level and at the
department level.

A state program to maximize indirect cost recovery from federally funded programs and non-federally
funded activities is comprised of three principles components. The first component is the annual
preparation, submittal, and subsequent negotiation and approval of a SWCAP. In West Virginia the
accomplishment of this component of the program is coordinated by the Department of Administration,
Financial Accounting & Reporting Section. As in other states, the second component is the
responsibility of each state department and agency. Tasks of the second component include the
preparation, submittal, and subsequent negotiation and approval of department indirect cost rate
proposals; the inclusion of indirect costs in federal program budgets that are approved by federal funding
agencies; and the actual claiming of indirect costs on federally grants. The third component is the
establishment of on-going educational and support program to provide continued guidance to
departments on issues and requirements of the OMB Circular A-87 Circular and other related cost
recovery issues. Failure to appropriately identify costs and/or complete each component of the indirect
cost recovery program will impact a state’s ability to recovery indirect costs and the amount that may
be recovered. Components one and three are included in the scope of work requested in the RFP.
Tasks required to complete component two are not included in the requested scope of work and are
the responsibility of each state agency.

First Component: SWCAP Preparation, Submittal, and Approval

To identify and recover the costs of centralized services benefiting multiple state agencies and programs
from federally funded programs, the State must annually prepare a SWCAP which must be submitted to
the Division of Cost Allocation (DCA) of the U.S. Department of Health and Human Services (DHHS),
for negotiation and approval within six months prior to the beginning of the fiscal year in which it
proposes to claim central service costs. The SWCAP must identify all central service costs that maybe
claimed. This includes the costs of billed services such as facility services, information services, fegal
services, motor pool, risk management and telecommunications; and allocated indirect costs such as
cash management, financial reporting, payroll, budgeting and accounting. A SWCAP submission is
actually comprised of two documents: a central services cost allocation plan and a2 document providing
OMB Circular A-87 required information on billed services. Following receipt of the SWCAP submission
docurments, DCA will begin to review, question and eventually negotiate with the State an agreement

MGT *

OF AMERICA, INC.



MGT RESPONSE TO STATE OF WEST VIRGINIA
STATEWIDE COST ALLOCATION PLAN (SWCAP)

REMH EARTTAND

SECTION 5:
COST INFORMATION

MGT of America
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5. COST INFORMATION

Costs for Annual SWCAP Development

MGT's proposed not-to-exceed fixed fee for completion of the requested scope of work, provision of
all deliverables, and provision of all services and tasks proposed in our proposal for each year is as
follows:

% Cost Allocation Plan for Fiscal Year Ended June 30, 2009 $27,500
=  Option A: MGT Cost Allocation Software No Cost
»  Option B: Software Maintenance Fee No Cost

% Cost Allocation Plan for Fiscal Year Ended june 30, 2010 $28,500

% Cost Allocation Plan for Fiscal Year Ended June 30, 2011 $28,500

Our not-to-exceed fixed fee for each year includes all professional, support, production, and travel
costs.

Proposed Invoicing Schedule for Each Year

Our proposed invoicing schedule for each year is as follows:
% One third (1/3) of annual fee — Upon completion of the predetermined agency meetings
(Work Plan Task 2.3).

< One third (1/3) of annual fee — Upon provision to the State and submittal to the Division
of Cost Allocation of the U.S. Department of Health and Human Services (DCA) of a final
central services cost allocation plan (Work Plan Task 2.12) and a final Section II Billed
Services Document (Work Plan Task 3.14).

% One third (1/3) of annual Fee — Upon receipt by the State of a cost allocation agreement
approving the Section | Allocated Costs and Section Il Billed Costs (Work Plan Task 4.7).

Invoices will be due within 30 days after receipt of a valid, uncontested invoice by the State.

Costs for Additional Services Related to the SWCAP and Recovery of
SWCAP Costs

If the State should require additional services related to the SWCAP and/or recovery of costs of
SWCAP costs, MGT proposes the utilization of the following hourly rates for the provision of those
services. Types of additional services contemplated include assisting in the preparation of financial
statement, billing or allocation methodologies, and/or rates associated with internal service funds and
other billed services; assisting in the development of department indirect cost rate proposals; and/or
providing other services related to the recovery of funds allocated through the CSCAP or charges as a
billed service. The hourly rates include all costs other than travel. Travel related costs would be billed
based on actual costs and receipts.
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The hourly rates are as follows:
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Partner and Principal - $225 per hour
Director - $ 200 per hour

Senior Associate - $175 hour

Senior Consultant - $165 per hour
Consuitant - $150 per hour

Analyst - $135 per hour

Although a consultant’s hourly rate is important, an equally important factor to be evaluated in
projecting the cost of future work is the experience and knowledge of consultants to be assigned. The
utilization of experienced consultants usually results in fewer hours to complete a project and a higher
quality product.

Project Assumptions

Our work plan and cost proposal for this project were developed based on several key assumptions
about the project. Revisions to these assumptions could impact either or both our work plan andfor
cost proposal. We welcome the opportunity to meet with the State to review these assumptions,
validate or adjust these assumptions based on more complete information, and adjust the work plan
and/or cost proposal accordingly. Following are our key assumptions.
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The State will designate a Project Coordinator for this project. This person will function as
the primary point of contact for the project, and coordinate and facilitate the reasonably
prompt flow of information and communication between the State and MGT.

The State Project Coordinator will ensure that all comments on draft documents are
consolidated into a single document and any conflicting comments are reconciled prior to
providing the comments to MGT.

MGT will have reasonable access to state staff during normal business hours.
MGT will have reasonable, timely access to state staff and data,

The State will arrange for and provide at their expense all meeting facilities.
The State will provide all requested documents and data at its own expense.

The State will furnish MGT with all the necessary financial reports and other data necessary
for the completion of the project.

All costs and other data provided by the State will be considered accurate and valid. MGT
will not be responsible for the audit and/or validation of any cost or data provided by the
State.

The State shall retain full responsibility for the preparation of any financial statements, billing
or allocation methodologies, and/or rates associated with any internal service fund or billed
ser

i
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CONFIDENTIAL

Date (03/09/11 02:51 PM MGT of America, Inc.
Balance Sheet
As of February 28, 2011

ASSETS

CURRENT ASSETS ‘

Capital City Bank-Operating $314,276.19
Capital City Bank{Flexible Spending) 3,116.83
Capital City Bank(TLH) 114.58
Capital One (DC) 200.00
Capital Credit Union {TX) 266.00
Herltage Federal (WA) 32.89
Accounts Receivabie 3,397,404.73
Unbilled Fees 539,584.00
Refundable State income Taxes 5,622,568
Deferred Tax 654,686.00
Allowance for Foreign Tax Credit (307,000.00)
Postage Fund - Tallahassee 1,347.46
Postage Fund - Washington 89.02
Postage Due 111.12
TOTAL CURRENT ASSETS 4,609,751.50
FIXED ASSETS

Improvements-Centre Pointe 51,670.54
Leasehold Improvements-TX 23,786.06
Leasehold Improvemenis-WA 10,741.40
Depreciafion-Bldg/improv (233,376.57)
Purchased Software 261,020.38
Purchased Softwara Capitalize (84,208.56)
Furniture & Equipment ' 1,894,386.44
Depreciation - Furn & Equlp (1,683,086.76)
TOTAL FIXED ASSETS 240,831.93
OTHER ASSETS

Security Deposits 35,052.68
Goodwill - PRM 1,384,682.63
Intangibles-PRM 1,878,000.00
Acc Amortization-intangibles (672,774.88)
Prepaid Expenses . : 42,298.92
Prepaid State Taxes - : 1,320.00
TOTAL OTHER ASSETS 2,668,579.27
TOTAL ASSETS 7,519,162.70
LIABILITIES & OWNERS EQUITY

CURRENT LIABILITIES

Accounts Payable 471,468.35
401K 67,515.41
Roth 401K 5,135.37
P/R Tax 193,014.81
AZ Payrolt Tax 848.72
CO Payroll Tax {1.82)
iL Payrolt Tax 1,632.49
IN Hamilton Cty Payroll Tax 86.82
IN Payroll Tax 218.15
MD Fayroll Tax ' 2,434.13
NC Payrolf Tax 742.29
VA Payroll Tax ) 1,737.47
FUTA 5,832.93
WV Payroll Tax 532.38
KS Payroll Tax 684.12
AFLAC Supplemental . 255.12
WA ind Ins. 154.18
Tenant Security Deposit 125.00
Partner Stock Pool 6,089.90
Line of Credit - Capital Cily Bank 1,545,000.00
Centre Polnte Inc Loan 375,000.00
Class B Stock 1,116.49
CCB-Stock Loans 987 .46
Pollock Loan 13,780.80
Humble Partner Loan 20,000.00
Thompson Partner Loan 54,420.34
Covey Buy-back 28,381.08
Curry Buy-Back 41,256.97
McKewon-Moak Buy-Back 124,819.80
Jons Buy-Back 51,467.80
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Date 03/09/11 02:51 PM MGT of America, Inc.
Balance Sheet
As of February 28, 2011

Olson Loan

Ciesla Loan

Forrer Loan

Townsend Partner Loan
Jeff Boutwell Loan
Humphray (1) Partner Loan
Lauder Pariner Loan
Boutwell Partner Loan
Cox Pariner Loan
Juarez Partner Loan
Caruthers Partner Loan
Burgess Pariner Loan

TOTAL CURRENT LIABILITIES
LONG TERM LIABILITIES
CCB Loan

CPi Loan

Deferred Tax

Accrued Vacation Expense
State Taxes

TOTAL LONG TERM LIABILITIES
TOTAL LIABILITIES

CAPITAL STOCK

Dividends
Retained Earnings

AN

CONFIDENTIAL

$52,935.09
22,112.37
41,066.90
109,250.09
103,182.34
226,955.51
16,262.10
398,442.07
10,926.89
22,000.00
75,000.00
19,663.03

4,113,633.06

495,798.90
868,631.09
712,349.05
587.,426.64
(5,016.00)

659,189.68
6,772,722.73

322,242.00
2,318.00
{3,638,140.98)
849,830.80
(38,694.62)
3,116,633.93
132,250.84

Capital Stock

Capital Stock, Class B

Treasury Stock

Additional Paid-Inr Capital E

746,439.97

7,518,162.70

Current Period Profit/loss
TOTAL CAPITAL STOCK
TOT.LIAB./CAPITAL STOCK Q



CONFIDENTIAL

Date 03/09/11 03:26 PM MGT of America, Inc. Page 1
Statement of Operations
For the Eight Months Ending February 28, 2011

MGT:SUMMARY
Description Current Period Fiscal Y-T-D
Actual Actual
REVENUE
Fees 2,099,036.22 13,952,858.33
Earned-Not Inveoiced (405,706.00) (293,563.00)
Interest 11,444.27
Miscellanecus 1,330.00 12,757.40
TOTAL REVENUE 1,694,660.22 13,683,497.00
EMPLOYEE EXPENSES
Salary & Benefits-Projects 429,936.15 3,285,957.01
Salary & Benefits-Marketing 166,537.27 1,280,571.94
Salary & Benefits-Travel 38,346.88 335,037.76
Salary & Benefits-Administration 164,236.56 1,303,829.16
Salary & Benefits-Paid Leave 58,447 .37 796,241.40
Salary & Benefits-Staff Meeting 5,448.57 66,112.74
Salary & Benefits-Prof Dev 4,951.09 37,915.48
Vacation Expense 1,126.37 .
Employee Insurance 1.030.24 3
TOTAL EMPLOYEE EXPENSES 870,058.50 7

CONTRACTED LABOR EXPENSE
Subcontractor 365,777.43
Temporary Staff

TOTAL CONT LABOR EXP 365,77

.872,468.80
TRAVEL EXPENSE

Airfare 669,502.79
Ledging 481,375.30
Car Rental 153,121.49
Meals 268,494.83
Miscellaneous Travel 200,810.24
TOTAL TRAVEL EXPENSE 208,892.08 1,773,304.65
OPERATING EXPENSES
Telephone-Long Distance 1,940.20 15,309.58
Office/Operating Expense 18,239.80 117,123.82
Postage & Shipping 7,277.39 49,612.27
Computer & Data Services 350.00 16,534.48
Copying 22.130.24 135,551.23
DMS User Fee 35.50 5,402.69
VA Transaction Fees 2,164.56
Entertainment-Employee 1,637.83 19,273.32
Entertainment-Marketing 280.59 13,640.83
- Advertising 300.00 12,992.21
Promotional Advertising 835.76 5,869.89
" Conf. Fees 5,963.00 20,600.62
Professional Development 1,524.50 2,891.92
Membership/Dues 2,195.00 13,5657.75
Subscriptions & Publications ) (277.36) 20,117.54
Sponsorship 3,600.00 19,5650.00
Donations 50.00 390.00
Profassional Fees 6,874.00 115,900.87
Director's Fee 4,000.00
Interest 21,195.10 165,779.17
Corporate Taxes 6,559.44 29,684.23
- Amortization 17,336.50 138,691.78
Service Charges 326.61 6,825.02
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CONFIDENTIAL

Date 03/09/11 03:26 PM MGT of America, Inc. Page 2
Statement of Operations
For the Eight Months Ending February 28, 2011
MGT.SUMMARY
Description Current Period Fiscal Y-T-D
Actual Actual

|oss Claims/Deductibles 162.20 162.20

TOTAL OPERATING EXPENSES 119,216.30 0931,625.98
OCCUPANCY EXPENSES
Telephone-Basic Service 20,758.11 165,096.97
Equipment Rent 390.51 11,882.00
Facilities Rent 74,370.51 557,103.49
Depreciation 10,070.85 84,455.30
Corporate Insurance 10,574.79 71,155.10
Janitorial/Maintenance(Bldg) 3,196.50 23,650.99
Moving Expenses 5,175.40
Utilities 4,413.54 37,746.61

TOTAL OCCUPANCY EXPENSES 123,774.81 956,265.86 V
NON-OPERATING EXPENSES
Corporate Overhead (164,018.90) (1,334,

Local Overhead (81,782.80)
Corporate Overhead 164,018.90
Local QOverhead 81,782.80
TOTAL EXPENSES 1,687.719.12
NET PROFIT 6,941.10
Note: Typically MGT of America, Inc.

months in the last 2 guarters of the fiscal vyear,

c¢lient work is reguired.

has its most profitable
due to when
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Report of Independent Auditors

To the Board of Directors
MGT of America, Inc.

We have audited the accompanying balance sheets of MGT of America, Inc. (the Company) as
of June 30, 2010 and 2009, and the related statements of operations, changes in stockholders'
equity, and cash flows for the years then ended. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards geneWpted in the United

States of America. Those standards require that we plan an oNg® the audit to obtain
reasonable assurance about whether the financial statements #ge ol' material misstatement.

An audit includes examining, on a test basis, evidence suppgfitin amounts and disclosures in
the financial statements. An audit also includes assesgifig acCtounting principles used and
significant estimates made by management, as well as eWuati® the overall financial statement
presentation. We believe that our audits provide a gea asis for our opinion.

In our opinion, the financial statements refe
the financial position of MGT of Americg

its operations and its cash flows forqghd
principles generally accepted in the [MiiteNgtaN

abgfre present fairly, in all material respects,

une 30, 2010 and 2009, and the results of
b then ended in conformity with accounting
>s of America.
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MGT of America, Inc.

Balance Sheets

Assets

Current assets:
Cash and cash equivalents
Accounts receivable
Income taxes receivable
Prepaid taxes
Prepaid expenses

Total current assets

Property and equipment, net
Goodwill

Intangibles, net

Deferred income taxes
Deposits

Total assets

Liabilities and stockholders’ equity
Current liabilities:

Accounts payable

Accrued liabilities

Lines of credit

Current portion of long term de

Short term notes

Unearned revenues

Income taxes payable

Total current liabilities E
Long term debt, legf curn
Deferred income t¥es |

Stockholders' equity:
Class A common stock, $1.00 par value, 500,000 sharcs
authorized, 322,242 issued and outstanding
Class B common stock, $1.00 par value, 50,000 shares
authorized, 2,318 issued and outstanding
Additional paid-in capital
Retained earnings
Treasury stock
Total stockholders' equity
Total liabilities and stockholders' equity

Al
J
&

AN

ortion

See accompanying notes.

June 30,
2010 2009

$ 218,761 § 290,590
5,736,194 5,715,985
56,800 48,561

- 42,591

1.104 22.510
6,012,859 6,120,237
317,715 374,157
84,4683 1,353,735

2917 1,527,031

- 121,749

34,848 38.095

$ 9,094,022 $§__ 9535004
$ 802,312 § 1,052,031
922,356 1,309,672
2,185,000 2,505,000
285,595 251,070
1,071,464 272,560
778,857 1,542,960

196,994 -
6,242,578 6,933,293
1,326,984 1,596,100
364,663 -

322,242 322,242

2,318 2,318

849,831 849,831
3,077,939 2,410,145
(3.092,533) (2,578,925}
1.159.797 1,005.611

$_ 9.094.022 $§_ 9,535,004




MGT of America, Inc.

Statements of Operations

Years ended June 30,

2010 2009
Goods and services $ 23961,713 $ 19,635,616
Operating expenses:
Salaries and employee benefits 10,662,068 11,283,490
Contract labor 5,736,463 3,569,394
Travel 3,157,191 1,797,165
Rent 836,689 746,335
Office 185,293 248,024
Depreciation and amortization Ww 327,189
Telephone ,071 295,352
Professional fees 8,347 305,194
Copying \ 219,813 205,879
Taxes, excluding income taxes 61,089 100,748
Computer and data service 62,393 37,031
Postage 85,884 90,844
Insurance 100,678 116,014
Tuition and conference fees 42,616 45,001
Entertainment 34,871 58,772
Dues and subscriptions 38,310 63,186
Utilities \ 53,193 56,817
Interest 254,651 205,998
Janitorial and maintenance 39,555 44,523
Advertising 15,353 4,234
Donations 33,004 41,726
Miscellaneous 35421 36.476
Total operatin® _ 22,584,012 _ 19.679.392
Income (loss) fr perations 1,377,701 (43,776)
Non operating income and expenses:
Losses on disposal of assets - (1,550)
Other revenue 7,123 8,874
Settlement expense - (528.371)
Total non operating income and expenses 7,123 (521,247)
Income taxes 708.437 (27,011)

Net income (loss)

See accompanying notes.

$ 676,387 $ (538.012)
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MGT of America, Inc.

Statem

Operating activities
Net income (loss)

ents of Cash Flows

Adjustments to reconcile net income (loss) to net cash

provided by operating activities:
Depreciation and amortization
Loss on disposal of assets

Changes tn operating assets and liabilities:

Accounts receivable
Income taxes receivable
Prepaid taxes
Prepaid expenses
Deferred income taxes
Deposits
Accounts payable
Accrued liabilities
Unearned revenues
Income taxes payable
Net cash provided by operating activities

Investing activities
Purchases of property and equipment

Acquisition of goodwill
Net cash used in investing a
Payments of dividends
Repayment of debt

Net cash used in financing activities

Proceeds from sale of property an@t

Financing activities
Proceeds from new
Purchase of treasugfy sto
Sale of treasury sto

«\
%
Q<</

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning o
Cash and cash equivalents at end of year

f year

Supplemental disclosures of cash flow information

Interest paid
Income taxes paid

See accompanying notes.

Years ended June 30,

2010 2009
$ 676387 $ (538,012)
322,459 327,189
- 1,550
(20,209) 560,397
(8,239) 40,428
42,591 (42,591)
\f,406 (8,269)
‘?\ 86,412 (62,748)
3,247 (819)
(249,719) 163,187
(387,316) 187,890
(764,103) 29,005
196,994 (21,740)
319,910 635.467
(82,903) (75,205)
- 250
(30,948) (140,371)
(113.851) (215.326)
1,080,755 1,477,634
(569,099) (579,027)
55,491 51,479
(8,593) (11,566)
(836,442) _(1.577.828)
(277.888) (639.308)
(71,829) (219,167)
290,590 509.757
$___ 218,761 $__ 290,590
$ 254,651 $ 205,998
$  (3,950) $§ 54,678



MGT of America, Inc.

Notes to Financial Statements
Years ended June 30, 2010 and 2009
1. Summary of Significant Accounting Policies

MGT of America, Inc. (the Company) is a firm that provides management consulting services to
public agencies and public related agencies in the following markets: PK-12, higher education,
state and local governments, and public safety.

Revenue Recognition

Revenue is recognized as services are rendered. The asset, unbilled receivables, represents

revenues recoghized in excess of billed amounts. The liability, unggrned revenues, represents
contracts that are billed prior to being earned. &

Cash and Cash Equivalents

The Company considers all highly liquid investments 4gith aturity of three months or less
when purchased to be cash equivalents. Cash and ¢ yalents include cash or deposits with
financial institutions and deposits in highly ligi oncy market securities. Deposits with
financial institutions are insured by the Fede oS Insurance Corporation (FDIC) up to
$250,000 per depositor. Bank deposits at ti eed federally insured limits.

Accounts Receivable \

Accounts receivable are stated amount management expects to collect from balances
outstanding at year end. Ac ewable are generally extended on a short-term basis; thus,
trade receivables do not begiaiaMgest. Accounts receivable are recorded when invoices are issued
and are presented in thg ReSheet net of the allowance for doubtful accounts. Accounts
receivable are writt they are determined to be uncollectible. The allowance for
doubtful accounts { ated based on the Company's historical losses, the existing economic
conditions, and fina ability of customers. Based on management's assessment of the credit
history with customers having outstanding balances and current relationships with them, it has
concluded that realized losses on balances outstanding at year end will be immaterial and,
therefore, no allowance for doubtful accounts is necessary at June 30, 2010 and 2009,

Property and Equipment

Property and equipment is carried at cost, net of accumulated depreciation and amortization.
Maintenance repairs and minor improvements are expensed as incurred. Depreciation is
computed using both the straight-line and accelerated methods of depreciation over the estimated
useful lives of the assets, which range from three to 15 years.



MGT of America, Inc.

Notes to Financial Statements
1. Summary of Significant Accounting Policies (continued)
Income Taxes

Provision for income taxes is based on the tax effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes related primarily to the timing
differences in reporting income and depreciation for financial statements and for tax purposes.
The deferred tax assets and liabilities represent the future tax return consequences of those
differences, which will either be taxable or deductible when the assets and liabilities are
recovered or settled. Deferred taxes are also recognized for operating losses that are available to
offset future taxable income and tax credits that are available to offset future federal taxes. As
changes in tax laws or rates are enacted, deferred tax assets and liabjlities are adjusted through
the provision for income taxes. On July 1, 2009, the Company adoWgd gscounting guidance
regarding accounting for uncertainty in income taxes.

Advertising &\E

Advertising costs are charged to expense when incu

Subsequent Events

The Company has evaluated subsequent e

ough September 7, 2010, the date the financial
statements were available to be issue \ g
t

e period from June 30, 2010 to September 7,
2010, the Company did not have a recognizable subsequent events.
Use of Estimates

The preparation of fing @ faftments in conformity with accounting principles generally
accepted in the Upgikgd g5 of America requires management to make estimates and
assumptions that afffect thg reported amounts of assets and liabilities and disclosure of contingent
assets and liabilitiesNg thyf date of the financial statements and reported amounts of revenues and
expenses during the reporting period. Accordingly, actual results could differ from those
estimates.

Reclassification

Certain 2009 financial statement amounts have been reclassified to conform to the 2010 financial
statement presentation.
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MGT of America, Inc.
Notes to Financial Statements
2. Accounts Receivable

Accounts receivable consists of the following at June 30:

2010 2009
Trade receivables
Billed $ 4,023,281 § 3,978,350
Unbilled 1,612,004 1,736,290
Due from officers, directors, and employees 909 1,345

$__5.736,194 $__5.715.985

3. Property and Equipment

The amounts of major classifications of property and equipment ar s at June 30:
w
Furniture and fixtures $ 1,803,912
Software 261,020
Leasehold improvements 86,098
Internally developed software 202285

7233,933 2,443,315
Accumulated depreciation and arnort (1.916.218) (2,069.158)

: 317,715 $ 374,157

4. Goodwill and Other Intan

Goodwill represents the omgeMof cost over the fair value of the net tangible assets and
identifiable intangible ag inesses acquired. Goodwill and intangible assets acquired in
a purchase busines
amottized, but inst@@d tesged annually for impairment. Intangible assets are amortized over their
respective estimate lives to their estimated residual values, and reviewed for impairment.
Recognition of an impairment loss is recognized only if the carrying amount of a long-lived asset
or asset group is not recoverable from its undiscounted cash flows. An impairment loss is
measured as the difference between the carrying amount and fair value of the asset or asset
group. The Company evaluates its long-lived assets if impairment indicators arise. The
Company evaluates each of its reporting units with goodwill during the fourth quarter of each
fiscal year or more frequently if impairment indicators arise.



MGT of America, Inc.

Notes to Financial Statements
4  Goodwill and Other Intangible Assets (continued)

Intangible assets consists of the following at June 30:

2010 2009
Noncompete agreements $ 605,000 $ 605,000
Customer relationships 1,088,000 1,088,000
Trademark 185.000 185,000
1,878,000 1,878,000
Accumulated amortization (534.083) {350.969)

5__1343917 $_ 1527031

Intangible assets, consisting of noncompete agreements, trademark, a
acquired in business combinations, are recorded at their estimat )
acquisition. Intangible assets are amortized using the straig
Estimated future amortization is approximately $183,00
$85,000 in 2011, 2012, 2013, 2014, and 2015 respectiv

omer relationships
uc at the date of the
thod over five to 15 years.
, $177,000, $117,000, and

5. Long-term Debt

Long-term debt consists of the following at N
2010 2009
Loan from related party, primeghlug 2 1

maturing
May 1, 2012 $ 62,479 §$ 70,539
Loan from related party, ntil April 2012,
then interest adjy®atig ¥ the 1 year treasury
bill rate plus 4.7 @ ring March 15, 2024 894,584 931,242
Loan from firfincialginstitution, prime, maturing
August, 20 655,516 845,389
1,612,579 1,847,170
Less current portion (285,595) (251.070)

$_ 1,326,984 $_1.596.100



MGT of America, Inc.

Notes to Financial Statements
5. Long-term Debt (continued)

As of June 30, 2010, the annual maturities of notes payable are as follows:

2011 $ 285,595

2012 293,865

2013 265,835

2014 48,948

2015 52,617

Thereafter 665,719
$__1,612.579

Substantially all assets of the Company have been pledged as coll ciated with the long-

term debt.

6. Available Line of Credit

At June 30, 2010 and 2009, the Company had on line of credit with a bank to be
drawn upon as needed. At June 30, 2010 and@€0Q¢”, th® Company had borrowings outstanding
under this line of credit of $1,835,000 and iy , respectively. The line of credit has an
interest rate of prime with a floor of 6% a Ing of 17.7%, and matures October 15, 2010.

7. Income Taxes

Components of the provision income taxes are as follows:

Years ended June 30,
2010 2009
Current:
Federal $ (32,333) $ 2,453

State 15,235 9,160
Foreign 239.122 44.033
222,024 55,646
Deferred:
Federal 449,289 (72,529)
State 37.123  ___ (10.128)
486.412 (82.657)

$ 708,436 $ (27,011)

10



MGT of America, Inc,

Notes to Financial Statements
7. Income Taxes (continued)

Income tax expense differed from the "expected" tax expense (computed by applying the U.S.
statutory federal corporate tax rate to income (loss) before income taxes) as follows:

Years ended June 30,

2010 2009
Computed "expected" tax expense $ 480,803 $  (198,500)
State income taxes, net of federal income tax benefit 33,925 {10,702)
Foreign income taxes, net of federal income tax
benefit 151245 -
Permanent book-tax differences 88, 46,002
Change in valuation allowance ( 99,743

Decrease in stock option deferred tax asset

33,446
Foreign tax credit adjustment & 905 -

Other, net 6,002 3.000
708.436 $ (27.011)

Deferred income taxes relate to the following teggffor, ifferences:
O June 30,

2010 2009

Deferred tax assets:
Unearned revenue $ - $ 567,038

Settlement Q - 142,884
Other 40,930 23772

40,930 733.694
Noncurrent deferred @ PtS:
Net operati 156,762

5 -

Foreign tax‘@ 456,995 572,233

Less valuatio wance (307.000) (443.000)
Net noncurrent deferred tax assels 306,757 129233
Deferred tax liabilities:

Unbilled receivables (592.411) {638.086)

Fixed assets (89,845) (84,968)

Goodwill and other intangibles (30.094) (18.124)
Noncurrent deferred tax liabilities (119.939) (103.092)
Net deferred tax asset (liability) $___(364.663) $__ 121.749

11



MGT of America, Inc.

Notes to Financial Statements

7. Income Taxes (continued)

The ultimate realization of deferred tax assets is dependent upon the generation of future taxable
income during the periods in which those temporary differences become deductible.
Management considers the scheduled reversal of deferred tax liabilities, projected future taxable
income, and tax planning strategies in making this assessment. For the years ended June 30,
2010 and 2009, a valuation allowance of $307,000 and $443,000, respectively, was recorded
against the foreign tax credit deferred tax asset, as management believes it is more likely than
not that the Company will not realize a portion of the asset. The Company has available at June
30, 2010, $456,995 of foreign tax credit carryforwards that expire in various years through 2018.
Although realization is not assured, the Company’s management believes that it is more likely
than not that the remaining balance of federal and state deferred tax assets will be realized.

The Company did not accrue interest or penalties related to u Wax benefits on the
June 30, 2010 and 2009 balance sheets and no interest or, pe ere included on the
statements of operations for the year ended June 30, 2010. \

The Company is generally no longer subject to examiMygionSNyith respect to returns that have
been filed for years prior to tax year ending June 30,
ougt

The Company does not anticipate that th of unrecognized tax benefits will
significantly increase or decrease within th months.

8. Treasury Stock \
Treasury stock is shown at cost a %June 30, 2010 and 2009, consists of 96,029 and 84,781

shares of common stock, res )

9. Buy-Sell Agreemelo

Upon the death, fermafent disability, retirement, resignation, or termination (collectively,
change of status) o tockholder, the stockholder will sell and the Company will purchase
Company stock owned by the stockholder under the terms and conditions outlined in the
Management Agreement. The Company's total obligation each month to fund the repurchase of
the Company stock shall in no event exceed, in the aggregate, 1.80% of the Company's gross
revenues.

10. Voting Rights

Class A common stock is voting stock owned solely by the partners. Class B common stock is
non-voting stock with a 3% guaranteed dividend owned by employees. The annual dividend on
the Class B common stock is calculated at 3% of the per share fair market value at March 31.
Class C common stock has all the rights and privileges of Class A shares; however, Class C
shareholders have limited voting rights and are only authorized to vote with respect to any
amendment to the share valuation formula and any proposed sale of the Company to a third

party.

12
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MGT of America, Inc.

Notes to Financial Statements

11. Related Party Transactions

The Company engaged in the following related party transactions:
The Company rents its operating facilities from a company majority owned by stockholders
and former stockholders of the Company. During the years ended June 30, 2010 and 2009,
the Company paid this related party $317,698 and $317,698, respectively, for rent, which is
included in rent expense.
The Company borrows under a line of credit from the same company. Borrowings
outstanding under this line of credit as of June 30, 2010 and 2009, were $350,000 and

$305,000, respectively. Interest for borrowings under this line of credit is at the prime rate
plus 1%, not to exceed 17.70%.

The Company owes stockholders and former stockholde ,Nf,464 and $272,560 at June
30, 2010 and 2009, respectively, which are record& erm notes payable in the

accompanying balance sheets at varying interest rate
12. Lease Commitments é

As of June 30, 2010, future minimum leas igMinder noncancellable operating leases are
as follows:

2011 $ 7 ,9\

2012 4

2013 2

2014 27

2015 7,362
).702.273
13. Retirement PIQ

The Company sponsors a defined contribution plan that covers all of the Company's active
employees who have obtained the age of 21. The employer may contribute a discretionary
matching contribution on behalf of all employees. In addition, a qualified nonelective
contribution may be contributed by the employer, but shall be made only for or allocated to non-
highly compensated individuals. Employee contributions are fully vested at the date of
contribution. Company contributions are partially vested after two years and fully vested after
six years. The Company makes matching contributions up to 3% of an employee's elective
deferral. Company contributions to the plan for the years ended June 30, 2010 and 2009, were
$192,878 and $204,142, respectively.



MGT of America, Inc.

Notes to Financial Statements
14. Concentrations of Credit Risk

The Company is engaged in consulting projects under contracts with federal, state and local
governments, private industry, and individuals. Revenues from one contract with the federal
government accounted for approximately 32% and 8% of the Company's total revenue for the
years ended June 30, 2010 and 2009, respectively. Receivables from one contract with the
federal government accounted for approximately 19% and 13% of the Company's total
receivables at June 30, 2010 and 2009, respectively. The Company has billed contract
receivables as follows at June 30:

2010 2009
Federal, state, and local governments $ 5568589 § 5,671,246
Private industry and individuals

15. Other Matters

Effective August 1, 2007, the Company acquired a

of the purchase agreement, the Company has a
after the end of each calendar quarter for the rstgbu

earn-out payment exceed $1,000,000. O

an earn-out due within thirty days
ears. In no event shall the aggregate

14



