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Attachment 2
WVSTO RFQ Technical Proposal Form

RFQ#t STO12008
Vendor Name: (\Om’é'/mue_,— kif,—,/,v Cecs é’o -5/(1.9 4 L [ C
Address: JQ?‘)/;?O Lj/('zafy’ (;e,_ ;-—/ %345/

. ) iy
City: ggf'[/yu bl ?rﬁ Asin State: él{ — Z21P; ¢ ﬁg ég

Date Proposal Submitted: Z// / ? /9?.0'/){

Vendor FEIN: ﬁ?’? —'O)/C: ) ?74?

Vendor E-mail Address: /4{/4%5@ C’Am,n L1znc e)oefw(e,;’qroz;ﬁ» Gom

Contact Person Name: /(ﬂ/@c{,(’& /¢/wyrf Phone: AO"S"é/@:‘;?ﬁV‘
Addenda to the RFQ we have received and reviewed (list): No(s): \.-57/0 /&OO(?

I PROPOSAL SUBMISSION

1.1 Proposals shall be submitted in accordance with the RFQ, including, without limitation,
format, submission date and time, and other submission requirements.

1.2 All proposals, including the five (5) courtesy (hard) copies AND one CD/DVD/USB flash
drives, must be received by the RFQ Bid Opening Date and Time. Failure of the Vendor to
deliver the proposal in the prescribed manner and on time will result in disqualification.
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History of Company

In 2006, after 25 years in public accounting and industry, serving as auditor, controller and CFO,
performing audits and building on her expansive knowledge of the industry, Rebecca Adams, CPA,
owner and president of Compliance Services Group, LLC, joined PRA Government Services, LLC
as Director of Audit. In this capacity she brought her own ideas and strengths to assist the company
in maintaining and building on it 25 year history of serving local governments in the field of
administering and auditing for tax compliance.

Later that year, 2006, Rebecca was directed to create and lead an Unclaimed Property division.
Instrumental in her creation of audit procedures and training was her own knowledge of compliance
auditing directly related to her years of experience in public accounting and industry. Additionally,
she patterned some of the company procedures after information gleaned from industry expert
Anthony Andreoli.

This undertaking of establishing a viable Unclaimed Property program led to Rebecca and her team
receiving the first two (2) state contracts later in 2006, only four (4) months after she took a
leadership role in the division. The division began lead analytics and scoring, specific audit
identification and approval by states and examinations by the first four (4) members of the audit
team.

Her leadership continued and her knowledge of Unclaimed Property compliance continued to grow
as she involved herself in industry programs by joining professional organizations such as NAST
and attending all conferences from 2006 through the current year, 2010. She has volunteered for
NAUPA committees and the NAST Corporate Affiliate Board activities.

By 2007 and continuing into 2010, the Unclaimed Property division doubled in personnel and was
awarded eight (8) more state contracts. Rebecca led the team as its examinations provided education
to Holders and its collections granted additional monies to State programs for return to rightful
OWNeETs.

The idea of becoming the preferred provider for compliance examinations serving the Government
sector in Unclaimed Property germinated and in mid-2010 Rebecca Adams left her former employ
and formed Compliance Services Group, LLC, to continue the work she started in 2006. She is
joined by a core group of dedicated and experienced staff, each providing their own expertise and
complemented by the team’s years of varied experiences in public accounting, government and
industry as managers, controllers and CFOs. This gives CSG a unique advantage in addressing
general ledger compliance issues in the field. Additionally, Rebecca Adams and CSG are
committed to provide State programs with the best possible compliance services to complement
existing efforts toward Holder education and consumer protection.

Proposal for WV Treasury, April 9, 2012 RFQ - ST012008 Page |3



v

CSG

Complanca Sandkees Goop 1D

3.2.1 CSG Summary

3.2.4.2 Compliance Services Group, LLC (CSG) was established July 28, 2010 to provide full-
service outsource solutions for compliance examination services and collections, compliance
program management and staff training for performing field audits. While newly formed as a
company, our team has worked with the Unclaimed Property divisions of Alabama, Arkansas,
Tennessee, Louisiana, Florida, West Virginia, Virginia, Maryland, Montana and Michigan. CSG
principals worked in the industry for the last six years developing and directing the Unclaimed
Property Compliance Audit Section for PRA Government Services, dba RDS prior to forming
CSG. 3.2.4.2(a&b) CSG is currently contracted with the state unclaimed property programs of
Florida, Louisiana and North Carolina and has not contracted since formation with West Virginia.
As request for proposals are issued we respond to those which complement the current audits we
are working on and those where we have an opportunity to add the best value based on our
exclusive general ledger field examination approach. 3.2.5 Newly formed in 2010 with field
work beginning in 2011, CSG has not had a quality review performed. This review in planned for
2012.

3.2.2 and 3.2.3 We specialize in providing governments with a full range of compliance services.
CSG is committed to delivering outstanding value, exceptional customer service and the highest
professional standards. Our office in Birmingham manages all examination services and will be
the primary relationship office for this contract, while the examinations will be held mostly at
holder company locations as presented to and approved by the State. We are registered and
licensed as a business entity in AL and register as required in states where our field work takes us.

3.2.4 The State is seeking firms with a proven track record in the area of examination and
compliance. CSG is a highly qualified firm, with the senior staff that has accumulated an
outstanding past performance record and over 25 years of experience in working within public
accounting, industry and now exclusively serving government clients to ensure compliance. We
have a team of experts with a combined experience of ten years in unclaimed property
examinations on behalf of government clients and over twenty years of audit experience.

CSG is uniquely positioned to provide professional examination and collection services related to
Unclaimed Property. We offer the following experience and resources in support of our proposal:

e Unclaimed Property Examination, Identification, and Collection Services
e Managing large volumes of high dollar-value, sensitive government and holder data.

e Providing Examiners and Certified Public Accountants as financial auditors who travel
throughout the United States on behalf of its governmental clients.

Proposal for WV Treasury, April 9, 2012 RFQ - ST012008 Page |4
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e Performing onsite holder examinations, examining business annual returns and related
financial documents. These examinations result in full compliance for report periods
within the scope of the engagement.

e Subsequent billing and collection, as applicable plus monthly work in process reporting to
clients.

Our Examiners complete annual training directly related to government auditing, and the
associates we shall assign to this contract have been specifically trained to identify, examine,
report, and assist in the collection of unclaimed property. They are also trained in ethics,
confidentiality and applicable case law.

We hold our team accountable to serve in a manner that warrants the highest degree of confidence
in our integrity, efficiency, effectiveness, fairness and confidentiality.

We believe the most successful projects are those in which the client and CSG personnel have a
constructive working relationship.

3.2.4.1 Insummary:

* (CSG is proficient in providing services described in the statement of work that follows
and senior staff members have collected more than $9,000,000.00 in prior year reportable
unclaimed property for multiple states. We have examined all types of Holders in various
industries, at all revenue levels. We are not a processing house, referring to submitted
returns as “audits”. Our numbers are from true general ledger examinations.

* Senior management has been in business performing like or similar services for a period
of more than twenty consecutive years and specific experience with unclaimed property
for the last six years. While performing examinations for other states, WV owner property
has been identified and Holders instructed in remittance procedures.

* CSG possesses a strong working knowledge of Federal and West Virginia Unclaimed
Property laws.

« (CSG will locate entities that are holding or in possession of unclaimed property subject to
reporting and delivery to the State of West Virginia.

+ Senior management is very familiar with filing proof of claims by the governmental bar
date for Holders who have filed Bankruptcy.

We are confident that our staff with more than 25 years of auditing, administration, collection,
and funds disbursement experience will perform all required services in a timely and efficient
manner for the State.

Proposal for WV Treasury, April 9, 2012 RFQ - ST012008 Page |5
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3.2.6 References

Barbara Rice
Asst, Treasurer

South Carolina Unclaimed Property Division

P.O. Box 11778
Columbia, SC 29211
(803) 734-2682

Barbara.Rice@sto.sc.gov

Benjamin Spann, Director
Unclaimed Property Division
P.O. Box 91010

Baton Rouge, LA 70821
(225) 219-9400
bspann@treasury.state.la.us

Phillip Carlton

Asst. Bureau Chief

Florida Department of Financial Services
200 East Gaines Street

Tallahassee, FL 32399-0358

(850) 413-5570
Phillip.Carlton@myfloridacfo.com

Ralph Ainsworth

Unclaimed Property Director

Alabama Treasury Department

State Capitol

600 Dexter Avenue So. 106
Montgomery, AL 36104

(334) 353-3627
ralph.ainsworth@treasury.alabama.gov

Allen B. Martin

Audit Manager

NC Dept of State Treasurer
325 North Salisbury Street
Raleigh, NC 27603-1385
(919)508-5946

allen.martin@nctreasurer.com

RFQ - ST012008
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Legal Entity submitting this proposal is Compliance Services Group, LLC. CSG is a 100% women
owned company and is certified as such by WBENC. We are headquartered in Birmingham, AL. The

Birmingham office manages all aspects of any work performed for West Virginia.

performed in the field at Holder locations.

Audit Personnel List (includes others involved with different aspects of the contract):

Proposal for WV Treasury, April 9, 2012

Rebecca Adams, CPA (Internal)
President / Auditor

Compliance Services Group, LL.C
P.O. Box 1903

Birmingham, AL 35201-1903

Pamela Boyles (Internal)

Vice President — Examinations / Auditor

Compliance Services Group, LL.C
P.O. Box 1903
Birmingham, AL 35201-1903

Carol L. Brown (Internal)
Sec/Treasurer and Client Liaison
P.O. Box 1903

Birmingham, AL 35201-1903

Emily E. Taylor (Internal)
Holder Liaison and Training
P.O. Box 1903

Birmingham, AL 35201-1903

Maureen Busch, Esq. (External)
Legal Council

3328 Rivers Bend Place

Suffolk, VA 23435

Brett Bloomston, Esq. (External)
Legal Council

1330 21* Way South
Birmingham, AL 35205

RFQ - ST012008
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Brief resumes for key managers and auditors who would execute the services follow:

3.3.1, 3.3.2 and 3.3.3 Rebecca Lea Adams, CPA, President / Auditor

Rebecca will be the central point of contact for all contractual activities for CSG. Rebecca is a
Certified Public Accountant with 30 years of compliance, internal control, general ledger and
financial statement preparation experience. For the last five of those years, as Director of
Audit, she led both the tax and unclaimed property audit divisions of RDS. Rebecca was
instrumental in building the RDS program to cover multistate compliance audits. She enhanced
efficiency and effectiveness of the audit program through concentrated training of all auditors
in sampling techniques, work paper preparation, report writing and evolving quality control
measures. This helped the company to achieve the maximum benefit to clients. She
participated in training teams of examiners and continues to train CSG compliance audit
staff. She benefitted from numerous NAST/NAUPA training events for Unclaimed Property
and training held by Anthony Andreoli in 2005. She also directed the assessment process and
collection efforts for all audit findings for RDS and will continue in this role with CSG.

Rebecca generated millions of dollars in savings for her clients, as manager and partner in
public accounting for 15 years by implementing internal control measures and new software
solutions over accounts payable and accounts receivable functions. In depth knowledge of
common internal control problems that holders experience gives her strong skills in uncovering
overlooked areas and property types overlooked for unclaimed property compliance. She
trained accounting personnel to address all compliance issues, rather than tax only. The broad
spectrum of industries served while in public accounting, allow her to apply the same
knowledge to CSG efforts for State clients. Her ability to work with extremely large databases
allows her to add value to any state program.

In industry over ten years, as CFO, Controller and Assistant Controller for manufacturers and a
leasing company with a portfolio of over two billion dollars, she implemented processes to
ensure complete tax and unclaimed property compliance at all levels and reporting unclaimed
property to multiple states. Her expertise in inventory, internal control, accounting software
systems and audit increased the focus and commitment to direct tax and unclaimed property
compliance audits while at RDS for five years, with an emphasis on strong reporting, education
and holder compliance. She has performed and directed both voluntary and involuntary
examinations and is able to bring all parties to the table for resolution.

Rebecca is very familiar in procedures needed for dealing with Holders in Bankruptcy and the
importance of filing timely Proof of Claims prior to the Governmental Bar date set by the
Bankruptcy Court assigned the case.

Proposal for WV Treasury, April 9, 2012 RFQ - ST012008 Page |8
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She holds a Bachelor of Science degree with a major in Accounting from the University of
Montevallo and is a member of the American Institute of Certified Public Accountants and the
National Association of State Treasurers where she actively campaigns for minimum standards
for unclaimed property compliance audits and a NAUPA sponsored certification program for
all providing examination services to States.

3.3.1 Pamela Mullen Boyles, VP Examinations / Auditor

Prior to joining CSG, Pam directed compliance within industry in her roles as Internal Audit,
Controller and later as CFO of large corporations. Her career general ledger focus gives her a
strong ability to quickly access internal control program effectiveness in the field. She has
performed and directed both voluntary and involuntary examinations and is able to bring all
parties to the table for resolution.

Pam served as RDS Unclaimed Property Audit Manager for four years. She has over 20 years
of accounting experience and managed audit cases for the RDS Unclaimed Property Division.
She is very savvy in dealing with extremely large databases.

Pam coordinates and performs our multistate compliance audits. Her experience makes her a
key part of the Quality Control and Review function critical to any program’s success. She
attends training sessions for sampling using various applications and trains the team to allow
flexibility in the field and a well-rounded knowledge of solutions used by Holder companies.
She plays a vital role in audit planning with the rest of the audit team. Her job requires the
ability to communicate effectively for research, planning, scheduling, and completing of audit
assignments with robust report writing of audit results.

She teaches sampling techniques for continuing education classes. Pam obtained her
Accounting BA and MBA from the University of Alabama. She is highly proficient in
Microsoft Excel, Word and Access.

Other CSG staff that will be interacting with the State and Holders

3.3.4 Carol Lee Brown — Treasurer and Client Service Manager

Carol manages the Unclaimed Property Trust account for the company. She reconciles the
remittances with the audit reports and maintains wiring and mailing instructions for all clients.
She is keenly aware of the need for timely reconciliation and remittance to the State Program
and is familiar with the turnaround requirements for the trust funds. She invoices states for fees
and is prompt to answer any client issue or question.

Carol graduated from Auburn University and is retired from the State of Alabama where she
managed a large program and acted as Court Liaison. She in proficient in the use of Microsoft
Office applications.

Proposal for WV Treasury, April 9, 2012 RFQ -ST012008 Page |9




N

Corpiancn Senkes Grup 116

Emily Elizabeth Taylor — Holder contact liaison and Trainer

Emily has 13 years as a trainer for national distributors and sales organizations. She served as
Division Manager of a distributor in Dallas, TX and understands client service applies to both
internal and external customers and applies her knowledge to communications with Holder
Companies. She is highly trained in Microsoft Office applications. Her skills are applied at
CSG to handle Holder audit coordination, calls, and inquiries from holders as submitted via the
CSG website. She does file conversions to encrypted HRS, or UPExchange or other preferred
NAUPA and State format for transmission to State funds.

3.3.6 Maureen J. Busch — Legal Council

Maureen Busch acted as in house legal counsel for the Unclaimed Property Division while at
PRA Government Services, LLC. She worked with the audit teams and holder representatives.

She works with CSG in a similar capacity as outside council.

We have developed an auditing program that uniquely qualifies our team to perform in this
arena. We listen to our clients to incorporate their ideas and identified trends. Our auditors
complete annual training directly related to government compliance auditing, and have been
specifically trained to identify, examine, report, and assist in the collection of many tax types
and unclaimed property. Our auditors have been trained in the specific techniques and public
policy considerations involved in auditing for compliance to Escheat Laws. These techniques
involve exploring procedures for the reconstruction of records or estimation where necessary
and the proper statistical analysis of data available.

We hold our team accountable to assess the proper amounts due in a manner that warrants the
highest degree of confidence in our integrity, efficiency, effectiveness, fairness and
commitment to confidentiality of Holder and Owner information. We take pride in enhancing
Holder education while performing the audits and feel it is a necessary step to ensure increases
in future compliance.

3.3.5 As of the date of this proposal, these are the auditors who would be assigned to
engagements on behalf of the State. CSG agrees to request the prior approval of the Treasury
for any Staff substitutions and additions.

However, the State should be aware that CSG continues to expand our UCP auditing staff as
our client base, and the volume of unclaimed property engagements expand. Depending on the
number of engagements the State approves in the course of the contract, as well as on the
overall number of engagements assigned by our other clients, and expected new clients, CSG
expects to recruit and hire similarly qualified auditors during the course of the contract.
Located in the SE, we provide education and examination services to some of the largest
companies incorporated in the area.

e s S e e s e
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We will strategically assign auditors based upon industry expertise, experience level and the
number of audit engagements approved by the State, and offer the State our commitment that
we will ensure the availability of qualified staff sufficient to the successtul and timely
completion of audit engagements approved by the state throughout the term of any contract.

Proposal/Contract/Project Contacts:

Rebecca Adams, CPA - Proposal and negotiations contact and person authorized to sign contract.
She will be available during the proposal process and during the contract period. She is an active
owner, assisting in the field and managing the processing area.

Pamela Boyles — Available to assist during the contract period for any information concerning
audit status, issues and remittances.

Carol Brown — Available to assist during the contract period for any information concerning
remittances, reconciliations, insurance certificates or monthly reports.

We are involved in professional memberships that advance the profession such as
National Association of State Treasurers and National Association of Unclaimed Property
Administrators. Qur president is also a member of the AICPA.

3.3.5 Compliance Services Group, LLC is a start-up company, but our associates have years of
experience in Unclaimed Property compliance, We have three state contracts, with two pending
contract awards with two RFPs upcoming that we have been invited to respond to based on our
personal performance and reputation in the NAST community. We ask for a chance to prove our
commitment to excellence. Due to the timing of the State issued RFP’s and the contract award
process that we are familiar with, we are pleased with our acceptance by State programs we have
worked with in the past and other States we have not had the privilege to work with until now. We
consider this a strong start for a Company our size and are looking forward continued controlled
growth and serving our clients’ needs for years to come,
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Overall Qualifications and Experience

Our Unclaimed Property experience has covered companies in the following industries:

e Hospital/Medical e Trucking

e  Manufacturing e Banks/Financial Institutions
e Mining e Colleges

e Contractors/ Construction e  Wholesalers

e Retailers e Energy Providers

Our audit programs experienced an increase in audit findings from $2.5 million in the first year of audit
completions to $9 million in 2010 for audit reports issued through June. We have experience examining
approved audits for Holder companies with revenues ranging from $1 billion to $100 billion. We have
the capacity to handle examinations for West Virginia upon approval.

One thing we take pride in is our commitment to customer service. We amend monthly work in process
reports to meet various client needs with an emphasis on communication with our state contacts. The
monthly work in progress reports are distributed electronically since they contain so much information.
We keep a robust communication log on each audit to allow quicker feedback on problem audits. We
track progress on each audit and are active managers, still involved in issues and property types for each
audit. Training is constant and required for all associates with monthly training in house and focused in
depth training for each individual for a minimum of 40 hours annually.

CSG is a highly qualified firm with whose staff has outstanding past performance records in compliance
auditing and combined 60 years of experience in working with public sector entities to help discover,
recover and manage revenues. We are committed to delivering outstanding value, exceptional customer
service, and compliance with all applicable regulations and the highest professional standards.

CSG is a current member of the National Association of State Treasurers (NAST), active in National
Association of Unclaimed Property Administrators (NAUPA) commitiees.

CSG associates have a proven record of success in compliance auditing. Typical audits are for national
companies or large regional companies with a presence in many states and countries. These
examinations result in full compliance and subsequent billing and collection, as applicable.

We educate Holders, and many times their representatives, in the field and provide further details on a
fact sheet and leave the line of communication open for any follow up questions through the next filing
due date. This commitment to Holder education ensures future reporting is not hampered by lack of
information on property types, dormancy periods, due diligence, reporting and electronic reporting
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systems. If they are confident in their knowledge base and feel comfortable in contacting us, we feel
this enhances our clients existing compliance efforts.

3.4 Method of Providing Services
Suggested Work Implementation Plan

To implement this Process on behalf of the State of West Virginia, CSG proposes the following steps:

Within 10 days of executing CSG’s President will schedule a call with West Virginia
the contract: Unclaimed Property Director or audit Manager to:

o Ask if the State has any changes to known
special reporting requirements other than
the monthly cycle described in the RFP.

e Request download of filing histories for
businesses presently reporting unclaimed
property to the State.

e Request a list of all in-state businesses
previously examined.

e Discuss State trends for non-compliance and
specific holders about which the State may have
a concern.

Within 15 days of executing CSG will submit for approval a list of audits currently
the contract: scheduled on behalf of other states.

Within 30 days of contract CSG will:

execution;

e Compare the downloaded files with relevant
databases to attempt to identify additional
potential non-filing holders.

or when list of all in-state
businesses previously
examined is provided:

o Compare filers for all appropriately filed

property types.
Within 60 days of contract CSG will define the population of businesses resulting from
execution: the comparisons above, and submit same to the State for

approval.

Before CSG commences a general ledger or securities audit of a holder, CSG will obtain prior written
approval from the State. CSG will provide the State with a list of holders that CSG plans to examine.
We request that the State agree to review and respond to written requests for approval within 30 days of
receiving such lists, indicating whether CSG is approved to act on behalf of the State. Upon approval by
the State, CSG will proceed to schedule field examinations for specific holders.

On an ongoing basis, throughout the term of the contract, CSG will cycle back through the process
above to identify, schedule, and complete additional holder examinations.
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1.) 3.4 (cont’d)Workplan

Examinations of Holders for Unclaimed Property involve the following:

Robust research of audit leads for approval submission
Research for any new Court Rulings that may apply via our Lexis Nexis online service

Strict approval process with client states

Thorough analysis of internal controls and industry trends

Review of the Chart of Accounts for determining property types involved

Interviews with Holder staff over each functional control of property types

Sampling records for exceptions where applicable

Constant and open communications with Holder representatives or employees
Investigations as to address data available to determine owner location and dormancy

Historical Case law knowledge for application to each examination, supplemented by annual requirement
of 40 hours of continuing education for all associates

Report writing including findings summary by state, by report period and by property type
Distribution of educational resources to all Holders at the beginning and end of each examination.
Quality review process that is handled at supervisor, and again at upper management level
Discussion of audit findings with Holder and State

Conversion of audit remittance details in an encrypted manner in compliance with both NAUPA
recommendations and State processing preferences (UPExchange or HRS) including the equivalent
information required for ASD-159 and ASD-21

CSG will partner with the State to identify companies that we believe to be most likely to be out of
compliance with the provisions of the West Virginia Unclaimed Property Act. After further research, if
CSG believes that an audit is warranted, we will request approval from the State to schedule a detailed
audit of specific holders. The State may also request that we schedule audits of specific holders
internally identified as an audit candidate.

To identify holders, we look for companies doing business in the State in categories -- such as insurance,
rentals, utilities, banking, etc. -- where instances of unclaimed property typically occur. Companies in
these categories that:
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These are flagged for further review. Other considerations are companies involved in recent mergers or
acquisitions, and companies in industries that typically employ a large transient workforce. CSG may
also recommend for audit companies that have audited or are schedule to audit on behalf of other states.
In some cases we may also be asked by a state to audit specific holders already known to the state.

The CSG Unclaimed Property Team goes through a rigorous investigative process during our pre audit
research, assessing companies for revenue volume, number of employees, state of incorporation, overall
market share and industry practices. Once vital information is gathered, the holder companies are
compared to filing data supplied by a number of the states we represent. This ensures that we target the
least compliant companies that have the most impact for the State. Once the companies have been
identified, CSG sends the data to the state representative for approval as a lead state or sign off for
combined participation.

3.6 The following is only a listing of the overall summary of the detailed plan. 3.6.2 ,3.6.3 We have
participated in both Voluntary and Involuntary examinations. The approach to fieldwork is the same.
If refused for an involuntary action, we communicate with the State in order to coordinate efforts within
the bounds of the state’s statutes as to subpoena authority etc.

3.6.1 Once approval has been obtained from the State, a letter is sent to the holder company suggesting
an appointment time. The information packet also serves to educate the holder about our role and
appropriate references to the state law and their obligations.

A call is made to confirm the appointment and communicate a list of items needed for the examination,
depending on the industry and revenue volumes.

A mutually agreed upon date is set to hold an Opening Conference and to begin a review of records. A
letter is sent to confirm this time, to provide a copy of the Act and to request the initial records needed
for the review. The Opening Conference provides the auditor time to explain the scope, establish a time
frame and begin the review of the items initially requested. The holder has the opportunity to ask
questions and voice concerns as well as discuss the audit process in general.

Once fieldwork begins, our auditors meet with the company in an entrance conference. This interview
is held with the appropriate company personnel to access internal controls and procedures concerning
Unclaimed Property identification and reporting. We also review the General Ledger to determine areas
of possible liability by property type and perform proper analysis depending upon property type.

The fieldwork involves a review of the holder's chart of accounts and internal controls, a detailed review
of accounting records and a test of transactions is performed to identify various types of unclaimed
property. In the event that some records are unavailable, estimates are developed.

Some cases for tax compliance examinations and many cases for Unclaimed Property examinations
require additional audit procedural efforts, related to the statute of limitations within the law. This is
either due to missing records, refused records or concerted efforts by companies to disregard any legally
required commitment for filings, record retention and adequate staff training.

Inadequate records are approached in several ways, depending on what data is available. Investigative
steps are used during our analysis of internal controls to discover trends overall and the source and
volume of errors either in units or dollars. Once a well-documented basis for extrapolation is
determined, we are able to project liability on the project.

We take pride in our commitment to Holder education while performing the audits and feel it is a
necessary step to ensure increases in future compliance.

3.8 Upon completion of the fieldwork, an extensive review is performed by our Audit Division
management to ensure that all potential property types have been addressed, and Holder issues resolved
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in a professional manner. Due diligence is reviewed for adequacy. If no efforts have been made
previous to the audit start we advise the holder of the obligations per all our contract states and in
particular with WV Code Section 36-8-7. 3.9 While many States do not enforce penalty and interest
statutes, we only educate holders on the statutes that apply, including WV Code Section 36-8-24. In our
years of field examinations we run into all kinds of company leadership. For many companies resources
are scarce and if there is no potential repercussion to non filers from robust compliance enforcement,
there is often no incentive to cooperate during the examination. In other words, we only refer to the
statutes and never indicate the actual practice of the State personnel. The decision to apply or not for
penalty and interest is not ours.

3.10 and 3.12 Upon completion of audit fieldwork, a formal audit report is issued to both the Holder
and the STO. We proceed to collect the property from the Holder or refer the Holder directly to the
State for remitting funds and property if required by the State program. 3.13 If we encounter a dispute
in the examination that cannot be resolved by CSG and the Holder, we advise the Holder of their right to
appeal the preliminary audit report. 3.13.1 This is communication to the holder is both verbal and
written detailing all the components as required by WV. 3.13.2 We will support the State in any manner
necessary including providing all work papers and appearing at a formal hearing. 3.13.3-.6 Rebecca
Adams has served as administrative hearings officer for tax matters in Alabama and is familiar with the
appeal, hearing, adjustment, final assessment and judicial review phases of engagements. As this is not
an unfamiliar process, we have to date, not had any unclaimed property exam appealed but are able to
handle this type situation. For involuntary audits, if a Holder fails or refuses to report or deliver
unclaimed property within thirty days of notification by CSG, CSG will notify the State in writing prior
to initiating any further action.

3.14.3 and 3.19 If our audit discovers unreported securities, then, concurrent with delivery of stocks or
bonds, CSG will fax or e-mail to the State's Administrator a separate securities/stock/bond valuation
report, including, as applicable, the name and complete description of the security/issue, name of
transfer agent, date the property was delivered or transferred to CSG’s possession or control, date of
transfer to the State, CUSIP number, number of shares, valuation date (within 3 days of date of
delivery), and method and source of the property valuation. We will determine the proper endorsements
have been made where appropriate. 3.20.1 Securities will be re-registered as required and delivered via
DTC or to STO designee as applicable. 3.20.2 If requested, CSG will work with and Holders to
facilitate transfer or liquidation , reporting the proceeds. 3.20.3, 3.20.4, 3.20.4 CSG will facilitate the
STO with a report of securities with value and act as requested within the scope of authority. Sales of
listed securities will be sold at prevailing prices and other securities will be sold OTC as directed by the
STO. Within sixty days, sale proceeds and all accrued benefits of ownership will be delivered less
normal selling expenses to the STO.

3.11 For out of proof reports we will obtain written agreements from Holders to provide balance due if
all owners come forward from a reconciliation.

CSG will invoice the State for our percentage of unclaimed property funds received by the State
pursuant to an authorized audit performed under this contract. We can remit property via any method
preferred by the State; e.g. either — electronic payment or by check. 3.22 Interest credits will be netted
from remittances.

3.17 and 3.25 CSG will provide a monthly Work In Progress report setting forth all new audits and
record processing to be commenced and all audits and record processing not yet completed, including
reports in process, property requested, property in reconciliation, and pending delivery. Quarterly
compilations will also be provided upon request. These reports are robust and include all data requested
by the State.
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3.26 and 3.27 CSG recognizes the STO need to review any and all records and welcomes participation
in a joint effort on any examination.

3.14 and 3.18 Each month CSG will provide a digital (electronic) report of all unclaimed property
recovered in a format approved by the State to facilitate processing; e.g. electronically in the National
Association of Unclaimed Property Administrators (NAUPA) standard format. Files will be encrypted to
ensure the privacy of owner data.

3.23 Release agreements will be provided to Holders as requested in the format provided in Exhibit C
of the RFQ.

3.32 The Privacy of all data is paramount to our operation. We train, supervise and monitor our
employees to ensure their compliance with company data protection policies. We encrypt all files and
have additional security measures on each laptop in the office and field with both fingerprint recognition
software and password protection on all layers of our work. We additional protect the information with
both on site and off site daily backups. For larger Holder files we provide an FTP site to allow for safe
file transfer with Holders and Holder Representatives. We contract with a shredding service that is
NAID AAA Certified for document destruction.

3.7 We comply with all timeframes as required by our contract states. If a holder exam is not complete
in the time allotted we notify the State via monthly reports and secure written extensions where required.

3.28 CSG will support and assist STO in all disputes regarding property notifying the STO within 30
days of any dispute and within 30 days of any dispute resolution.

3.29 Having served government clients for years, we understand the need to perform examinations of
business of all sizes and types. We are agreeable to alternate compensation (hourly rate of $65 for
budgeted time and expense reimb) for any examination considered necessary and assigned to CSG by
the STO.

Holder and Auditor Training

Auditor training includes NAST May conference attendance which has a broader offering of
Unclaimed Property specific subject matter.  We supplement this training with in house training
before auditors are allowed in the field based on prior instruction received from Anthony Andreoli.
These materials are updated and presented in a notebook for easy reference for the newer auditors.
Other supplemental training is acquired for sampling software usage and techniques. The
MultiState Tax Commission week long class offering for compliance auditors is a perennial
favorite of the Company.

3.24 Holder training is done both in a conference setting and in the field during audits. Rebecca
Adams participated on a panel provided to the Holders attending the May 2011 sessions and has
volunteered to assist in future presentations for NAUPA and will be presenting at the May 2012
Holder section of the conference. We also educate Holders on each examination in the field. We
provide a list of resources upon first contact and in the Audit Report. In the field we are able to
connect with not only CFOs and Controllers, but also at the Accounts Payable and Accounts
Receivable levels. Once the knowledge is spread to all levels and confidence regarding due
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diligence and annual reporting are instilled, this assists in future reporting compliance. We
encourage all Holder personnel to contact us with any filing or property type questions, even after
our examination is complete.

We are glad to participate with State personnel for any training events desired.
Litigation Disclosure
CSG has no ongoing or settled litigation of any type prior to this proposal submission.
We are not aware of any pending litigation action.
3.5 Conflict of Interest/Independence

CSG will not request or perform any examination where there is a real or perceived conflict of
interest.
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Cost Proposal General Clarifications

CSG proposes to receive compensation for its services as outlined in the RFQ document.

Proposal for WV Treasury, April 9, 2012 RFQ - STO12008 Page |19

3.30.1 CSG will receive a single fixed percentage of 13% fee from the net unclaimed
property reported for the Holder for General Ledger Property Types and 13% for
Security Property Types. 3.30.2 Assigned involuntary examinations outlined in 3.29
will be paid based on 3.30.1 unless the hourly rate does not exceed section 3.29 rate.
We are in agreement to the terms of 3.30.2.

3.31 CSG is responsible for all expenses related to the performance of these services.

The examinations will be tor Holders located both inside and outside the State of
West Virginia, pursuant to the West Virginia Unclaimed Property Act.

3.33 CSG is in agreement will the Special Terms and Conditions as outlined in
Attachment 1.

We will file a Proof of Claim (POC) or assist State personnel in preparing the POC
for any Holder approved for audit with an active case in Bankruptcy court, provided
the Governmental Bar date has not already passed. If beyond the Governmental Bar
date, a proof of claim will be filed but may be considered with general creditors at the
Court’s discretion.

We will follow the provisions of Section 116B, U.S Supreme Court rulings and
Federal Law.

3.16 CSG will not represent Holder for reviewing or computing the unclaimed
property liability, or similar services, only acting within the scope of authority granted
by State contracts.

3.15 CSG examinations will be performed according to Professional Standards
including GAAP and GAAS.

CSG will deliver an Electronic Holder report in a format acceptable via the use of
HRS or UPExchange as approved by NAUPA and WV,

All CSG computers are encrypted with FIPS Compliant Fingerprint Reader and
Contactless Smartcard Reader technology. All files exchanged are password
protected. We take all steps necessary to be in compliance with GS Chapter 75,
Article 2A, “Identity Theft Protection Act.”
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CSG associates will strive to work closely with State and Holders to benefit the
program via informed Holders and protected consumer interests.




Attachment 2
WVSTO RFQ Technical Proposal Form

RFQit STO12008
Vendor Name: C\Omlﬂ/fﬁm. e ti‘fl// ces Qfg ulﬂ 4 L 4 C
Address: A 520 (5;/4(1/@4’ (,l: & /ﬁu au/

= 2 ’ /)
City: \,B/f/,vn ﬂ?’/f/mu State: AZC ZIP: ﬁ {é‘ >

Date Proposal Submitted: é[ / ? J AOLA
Vendor FEIN: j?7 'Q)/C; 8) 77.?
Vendor E-mail Address: ¢ 235( 2 - .
Contact Person Name: /{{J{’f’ ga /4/4’344_{ Phone: 205 G/-396 Y
Addenda to the RFQ we have received and reviewed (list): No(s): 67/0 /J\OOX

I PROPOSAL SUBMISSION

1.1 Proposals shall be submitted in accordance with the RFQ, including, without limitation,
format, submission date and time, and other submission requirements.

1.2 All proposals, including the five (5) courtesy (hard) copies AND one CD/DVD/USB flash

36

drives, must be received by the RFQ Bid Opening Date and Time. Failure of the Vendor to

deliver the proposal in the prescribed manner and on time will result in disqualification.

32




ATTACHMENT 3

WEST VIRGINIA STATE TREASURER'S OFFICE
NON-EMPLOYEE
CONFIDENTIALITY / NON-DISCLOSURE AGREEMENT

| am the person (Reciplent) named at the end of this Confidentialily / Non-Disclosure Agreement

-

10.

1.

(Agreement), who may have access lo information of he West Virginla State Treasurer's Office
(STO) that may be considered confidential. | acknowledge and agree that:

Certaln malters may be disclosed to me that should remain confidentlal or proprietary,
Confldential Data includes any Information residing on STO Information Resources; all dala,
materlals, products, technology, comptiter programs, specificalions, manuals, business plans,
racords, software, financlal information, and other Information disclosed or submitted, orally, in
writing, graphically, machine recognizable, or by any other media, to me that Is stamped
"gonfldential," "proprietary” or with a similar legend; or that | have been Informed Is Confidantial
Data or propristary Information;

Confidential Dala does not include any data, information or device that Is:

o In my possession from another source without restrictions on use or dlsclosure;

*  [ndependently developad by the me,;

+ avallable without breach of this Agreement; or

+  produced or disclosed pursuant to applicable law, rule, regulation or court order;

I shall not disclose or use the Confidentlal Data in a manner In violation of this Agreement
wilhout the express wrilten consent of the State Treasurer or Asslstant Stato Treasurer;

I shall not disclose or use the Confidential Data in a manner that violates any law;

fwill hold In strict confidence anything that Is consldered Gonfidential Data or proprietary within
the meaning of this Agreement;

I shall not disclose to any person not spacifically authorized to receive, have or view any
Confldential Data or proprietary information;

dlsclosure or unauthorized use of any Confidential Data or proprietary information will cause
irr@parable harm and loss lo the STO and may violate various laws of the State of West Virginia
and the United States;

the STO may take whatever steps Its considers appropriate to protect Its Confldential Dala, and
In the event | disclose or use, or permit any disclosure or use of, any Confidential Data withoul
authorization from the Stale Treasurer or Assistant State Treasurer, such steps may include
termination of any agreement or arrangement under which | work;

I shall not use any Confidential Data as a basls upon which to develop or have another entity
develop any product or service withoul the express wrltten consent of the State Treasurer or
Asslstant State Treasurer; and

I wiil report, In writing, any unauthorized use or disclosure of the Confldential Data of which |
hecome aware.

WITNESS THE FOLLOWING SIGNATURES:

(8TO) (Reclplent) /y _
e
o i
Signature: Signalure: /Z/f_:-e[’

Y

Name: Name: /’%/// ,d;é-m_:r

Title: Tille: ﬁm Vol
Date: - Date: &~ 5-/.2

.
Revislons: May 22, 2000; January 31, 2012
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STATE OF WEST VIRGINIA
Purchasing Division

PURCHASING AFFIDAVIT

West Virginia Code §5A-3-10a states: No contracl or renevzal of any conlracl may be awarded by the slate or any of ils
political subdivisions lo any vendor or prospeclive vendor when the vendor or prospeclive vendor or a relaled parly to the |
vendor or prospeclive vendor is a deblor and the debt owned is an amounl greater than one thousand dollars in the i
aggregale i

i

DEFINITIONS:

“Debl’ means any assessmenl, premium, penally, fine, tax or other amount of money owed lo the stale or any of its

political subdivisions because of a judgment, fine, permil violalion, license assessmenl, defaulted workers' compensation

premium, penally or other assessment presently delinquenl or due and required to be paid lo the state or any of its |
polilical subdivisions, including any inlerest or additional penallies accrued thereon. ;

“Deblor” means any individual, corporalion, parinership, association, Limiled Liability Company or any other form or |
business association owing a debt to the slale or any of ils political subdivisions. "Polilical subdivision” means any county ‘
commisslon; municipality; counly board of educalion; any Instrumentalily established by a counly or municipalily; any

separate corporation or instrumentality established by one or more counlies or municipalilies, as permitted by law; or any \
public body charged by law wilh the performance of a government function or whose jurisdiclion Is coexlensive wilh one ;
or more counties or municipalities. "Relaled parly” means a parly, whether an individual, corporalion, partnership,
association, limited liability company or any other form or business associalion or other entity whatsoever, relaled o any
vendor by blood, marriage, ownership or contracl through which the parly has a relationship of ownership or other interest
with the vendar so thal the parly will aclually or by effecl receive or control a portion of the henefil, profil or other
consideration from performance of a vendor contract wilh the parly receiving an amounl thal meels of exceed five percent
of lhe tolal contract amounl.

EXCEPTION: The prohibition of this seclion does not apply where a vendor has contested any lax administered pursuant !
to chapler eleven of this code, workers' compensation premium, permit fee or environmental fee or assessment and the

maller has not become final or where the vendor has enlered into a payment! plan or agreemenl and the vendor is not in

default of any of lhe provisions of such plan or agreement.

Under penally of law for false swearing (West Virginia Code §61-5-3), il is hereby cerlified thal the vendor affirms and
acknowledges the information in this affidavit and is in compliance with the requirements as slated.

WITNESS THE FOLLOWING SIGNATURE

< 5 s
Vendor's Name: Ci/jxfﬁ/}_/m(,, (DLl 4& ul./p AC'C_/
— T T
// : e Dale: §/’ 7 A

—

Authorized Signalure: ==

State of _

Counly of , to-wil:

Taken, subscribed, and sworn to before me this ____ day of , 20

My Commission expires , 20

AFFIX SEAL HERE NOTORY PUBLIC . ‘

Purchasing Affidavit (Revised 12/15/09)



ATTACHMENT 4 (PAGE 1) 39

WEST VIRGINIA STATE TREASURER'S OFFICE
VENDOR LAPTOP AND NETWORK SECURITY AGREEMENT

The Vendor hamed below hereby acknowledges and agrees as follows:

i

gl

=24

Connestion of any laptop to the West Virginia Slate Treasurer's Office (WVSTO) network requires
prior approval. Approval Is requested by completing a Nelwork Access Request document and
relurning to the Primary Contact listed In paragraph 12. Unrecognized laptops on the nelwork are
disabled Immedlately upon discovery (lypicaily by switch port disabling) and the source is investigated.
The WVSTO Is not liable for loss or damage to unapproved laptops (or the data thereon) by being
connected to its network or by belng disabled.

Efforts (o circumvent any network controls (such as Internet filtering) are prohibited.

AllWVSTO nelwork resotirces are for WVSTO business purposes only.

Use of any network reconnalssance tools without prior approval is prohibited.

Network logon accounts for Vendors can be provided for contracted work. These accounts will have
expiration dates, which can be extended as needed. VPN access can also be provided.
Administrative rights can be provided to Vendors by placing their network logonh account or lagon
account(s) group in the Local Administrators Group of computers affecled by the Vendor's scope of
work when those computers are jolned to the WVYSTO domain.

Vendors are not afforded domain adminlstrator rlghts and are prohibited from engaging In aclivilies
typleally performed by domain administrators, such joining computers to the WVSTO domaln, -
modifying any active direclory, extending the schema, or creating or changing DNS anlrles. In cases
where these aclivilies are required, a WVSTO domain administrator will be assigned to work wilh
Vendors to accomplish these tasks. ;

All servers are 1o use stalic [P addresses which wlll be assigned by WVSTO nelwork administralors.
Applicable addressing Information such as suffix, DNS and WINS will be provided to the Vendor.
Computer names and descriptions for servers requiring statlc IP addresses are to be provided to
WVSTO nelwork adminislrators for documentation purposes.

Any server installed into the WVSTO network will have anti-virus soflware provided by the WVSTO
installed as soon as possible. The Vendor should provide any file and folder excluslons that should be
applied to the anti-virus software,

A phone with a dedicated phone number and volce mail can be provided to Vendors to faciltate an
engagement.

Typically a WVSTO network administrator is assigned to Vendor projects as a facilitator and liaison for
the duralion of the project.

Primary contact for nelwork access and resources are:

Kin Richardson, Director of Nelwork Operatlons
304.341,0727 or 304.341.0700 (WVSTO Help Desk) / kin.richardson@wvsto.com

Alternate contact;
Malt Ellison, Depuly Treasurer of IT
304.341.0768 / mall.elllson@wvsto.com

| acknowledge receiving these guidelines and agree to comply.

" . . )
Vendor Name: é)m A’/zé/?g( Oey yices C Cog /—{—(
/ = 24 ’

Vendor slgnature:

Print name: _,%/(Jzz/« /Jﬂfﬂsnu'

Date:

A

Ravislons:

Jan, 31, 2012
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VENDOR AFFIRMATION

The Vendor hereby covenants, agrees and acknowledges:

1.

10.

11.

VENDOR AFFIRMATIONS AND SIGNATURE

Vendor has read and understands the RFQ and all attachments thereto;

The submitted proposal, which includes the Technical Proposal Form, is in response to the RFQ and all
Attachments thereto;

The proposal submitted meets or exceeds all the Mandatory Requirements of the RFQ and that Vendor
will provide any additional documentation deemed necessary by the STO to demonstrate compliance with
the Mandatory Requirements;

To be bound by the Proposal and any purchase order and change order, as amended;

That the person signing this Technical Proposal Form and the submission of the Proposal is authorized to
bind the Vendor to this proposal;

The Proposal was prepared independently from all other Vendors, and without collusion, fraud or other
dishonesty;

That this Proposal shall remain valid for a period of ninety (90} days after the proposal opening date for the
RFQ;

To provide the Services in accordance with any resulting purchase order, as may be amended from time to
time;

The STO is not liable for any claims and the Vendor will not assert any defense based upon, resulting from,
or related to, Vendor's failure to comprehend all requirements of the RFQ; and

Any exception Vendor takes to the terms and conditions of the RFQ, including any STO proposed
agreement; any alternative terms and conditions it wants to offer; and any Vendor-proposed agreement
have been submitted with this Proposal in the Miscellaneous Section and will comply with the laws, rules,
regulations and policies of the STO, the requirements of the RFQ, and the Attachments thereto and any
other document required by the STO; and

This proposal is not contingent upon the STO’s acceptance of any offered exception, proposed revision or
any term or condition found objectionable by the STO and the STO has no obligation to accept or negotiate
terms and conditions or an agreement,

el pe /4‘ (1/ oms /_’///// __,,:g/,

Printed Name “ Authorized Sigﬁature




Comphanca Sorvicos Group, LLG

SAMPLE

PO Box 1903

Birmingham, Alabama 35201

Bill To:

WV Department of Treasury
Unclaimed Property Property Division

Sample Street
Charleston, WV

205.616.3984 * 205.978.1882 fax
www.complianceservicesgroup.com

Date:  1O/0O1/10
Invoice:  8788-AL
For:  Unclaimed Property Audit Senvices
CSG EIN: 27-3160978

Date
Findings
Audit Audit Remitted
Holder Information Start Date | End Date | to RDS | Records Audited & Properties Remitted | Audit Findings Contract % CSG Audit Fee
Holder Name: Sample Company 0131710 | 07/19/10 | 10,01/10 |AP-GL, Void Checks & Bank Recons S 292,706.37 13.00% S 38,051.83
Street Address: 2100 Mayberry St PR-GL, Voids Checks & Bank Recons S 31,897.00 13.00% $ 4,146.61
City, State, Zip: Mobile, AL 35210 AR-GL, Void Checks & Bank Recons $  210,040.00 13.00% ) 27,305.20
Tax ID: 59-XXXXXXX
State Holder 1D: NA
RDS Holder ID: NA
RDS Project 1D: 8788
Contact Name: Reed Smith
Contact Phone Number: ~ 205-123-4567
Contact Fax Number: 205-123-6789
Contact Email: reed @ samplecompany.com
§ 53464337 3 69,503.64

Make Check Payable To:
Mail Check To:

Compliance Services Group, LL.C
Compliance Services Group, LLC
Attention: Carol Brown

PO Box 1903

Birmingham, Alabama 35201

Amount of CSG Audit Fee Withheld S %

Amount Remitted To CSG S 534,643.37

Amount Remitted To West Virginia s 534,643.37

If you have any questions concerning this invoice, please contact:
Carol Brown

Oftice Phone: 205-919-6844

Fax: 205-978-1882

Email: chrown@ complianceservicesgroup.com
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Standard Audit Plan - Unclaimed Property

Pre-Audit Analysis

1.1.  Research history and operations of the holder company.

1.2.  Obtain permission to audit the holder company from the state of
incorporation.

1.3.  Have the state of incorporation send an authorization letter to the holder
company.

1.4.  Research for any bankruptcy filings.

1.5.  Obtain a copy of the authorization letter from the state of incorporation.

1.6.  Submit the holder company information to our other contract states to see if
they would like to be involved in the audit and obtain authorization letters
from any of the states that choose to be involved.

1.7.  Call, send a letter, or email an officer of the holder company to initiate
contact. Introduce ourselves and schedule a mutually agreeable time for the
Pre-Audit Conference.

1.8.  Obtain copies of the contracts between CSG and the participating states for
the working paper file.

1.9.  Obtain and review the UCP auditing procedures and policies for each
participating state.

1.10. Prepare a confidentiality agreement to be signed by both CSG and the holder
company.

1.11.  Set up the working paper file.

Pre-Audit Conference

2.1.  Explain to the holder, if necessary, the basics of unclaimed property and
answer any questions they may have about the UCP codes and laws.

2.2, Advise the company of the scope of the audit (10 years) and additional,
relevant sections of the Unclaimed Property Law.

2.3.  Discuss with the holder the use of estimations when less than 10 years worth
of records will be provided.

2.4, Have an officer of the holder company assigned as examination liaison and
source of company records.

2.5.  Obtain a general understanding of the accounting system and internal controls
and legal opinion relating to unclaimed property and the filing of Annual
Unclaimed Property Reports.

2.6.  Request the specific records needed for the audit be made available (in

electronic format if possible).

2.6.1. The holder’s copies of prior years’ Unclaimed Property
Reports and supporting working papers.

2.6.2. Copies of accounting policy and procedure manuals relevant to
unclaimed property.

2.6.3. A copy of the holder’s record retention policy, if a written
policy is not available please obtain an explanation with
specifics concerning record retention,

2.6.4. A list of all subsidiaries and divisions (form provided).

2.6.5. A Chart of Accounts.
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2.7.

4.8,

2.9

2.10.

211

31

3.2.

3.3.
3.4.

2.6.6. Most current General Ledger Trial Balance and a cutoff
General Ledger Trial Balance as well as General Ledger Trial
Balances for the last 10 years or all years available.
2.6.7. Latest Annual Report & Form 10K, if applicable.
2.6.8. List of open bank accounts and accounts closed during the
audit period (form provided).
2.6.9. Copy of the first page of the holder’s Annual Tax Return for
each of the last 10 years or all years available (used to verify
Annual Gross Receipts).
2.6.10. Independent CPA’s audit report for each of the last 10 years or
all years available.
2.6.11. Internal Audit Reports for each of the last 10 years or all years
available.
2.6.12. Bank reconciliations for all disbursement accounts (including
payroll accounts).
2.6.13. Detailed Void Check List for the last 10 years or all years
available.
2.6.14. General Ledger account detail (selected accounts will be
provided by auditor during audit).
2.6.15. Most current Accounts Receivable Aging report (after review,
additional Accounts Receivable reports may be needed).
2.6.16. Accounts Receivable Credit Balance report for each of the last
10 years or all years available.
2.6.17. Unapplied Payment reports for each of the last 10 years or all
years available.
2.6.18. Accounts Receivable Write-off reports for each of the last 10
years or all years available.
Inquire about any mergers and acquisitions that may have occurred during the
audit period.
Inquire about accounting software used and any changes during the audit
period.
Discuss various auditing techniques with holder (i.e. sample vs. detail; hard
copy records vs. electronic records).
Inquire and obtain details of any company specific (including subsidiary)
bankruptcy filings.
Modify audit plan as needed.

Preliminary Audit Review Steps

Have the holder representative sign and return the Confidentiality Agreement
to be placed in the working paper file.

Complete any internal control or general notes on the holder company
including the Holder Questionnaire in the Audit Program.

Obtain and review the records requested in the Pre-Audit Conference.

Obtain any policies, procedures, rules, regulations and bylaws of the holder
company trelating to unclaimed property.
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3.3

3.6.

3.7,

3.8.

Prepare a schedule of auditor’s notes to record relevant findings as considered
necessary to supplement the working papers.

Prepare a working agenda to record questionable areas and items for
subsequent review.

Inquire as to the internal audit function in regard to unclaimed items. Review
internal audit reports and working papers if available.

Review independent CPA’s working papers for adjustments affecting
unclaimed property such as analysis of miscellaneous income and adjusting
journal entries for write-offs,

4, Audit - Unclaimed Property Report Analysis

4.1.
4.2,

4.3.

4.4,
4.5.

4.6.
4.7.

31

8

3.3.

5.4.

J.4.

Prepare an analysis of Reports previously filed.
Evaluate and document the systems and procedures used to compile reports to
the states.
4.2.1. Determine which property types the holder has been filing for.
4.2.2. Determine in which states the holder company files.
4.2.3. Determine initial year of filing.
Review the holder’s files and related working papers used to prepare past
Reports to states.
43,1, Agree the owner names, addresses and amounts on unclaimed
property directly to holder records.

4.3.2. Trace the Reports to the state to the holder’s source documents.

Test dates of the last transaction or dates property became payable,
demandable or returnable.
Test for compliance with Texas v. New Jersey rules.
Test for compliance with aggregation limit.
Propose changes in procedures if needed.
4,7.1. Accounting control and procedures.
4.7.2. Reporting procedures to the state.
4.7.3. Systems inadequacies.

Audit — Outstanding Checks (AP and Payroll)

Evaluate and document the system of internal control over all cash
disbursements.

Review the internal control maintained over outstanding checks and other
reconciling items on the bank reconciliations.

Obtain a list of all open and closed bank accounts used during the 10 year
audit period.

Review all closed checking accounts (including payroll accounts) to
determine the amount of outstanding checks at the time of closing and trace
the outstanding checks total to the bank statement.

Analyze the General Ledger detail of any accounts deemed necessary to
determine whether any outstanding checks have been voided, taken directly
into income or credited to Retained Earnings. Also, review the detail of
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5.6.

5.7.

5.8.

5.9.

5.10.

5.11.

5.12.

5.13.

5.14.

6.1.
6.2.
6.3.
6.4.

6.5,

6.6.

6.7.

6.8.

contra or related expense accounts to determine whether outstanding checks
are reversed to the account for which they are drawn.
Review liability accounts to which outstanding checks are transferred.

5.6.1. Evaluate aging procedure.

5.6.2. Test debit entries to determine their nature.

5.6.3. Reconstruct any checks written oft to an income or retained

earnings account.

Obtain and review bank reconciliations and outstanding check lists for the
audit period.
Test for a waiver of accepting stale dated checks by the holder after the statute
of limitations has run.
Determine if “Returned by Post Office” checks are handled differently from
other outstanding checks.
Prepare a list / schedule of all outstanding checks greater than 90 days old.
Provide the list / schedule to the holder for explanations and back-up.
Make note of any unusual items on the bank reconciliations and schedule for
explanation from holder.
Complete estimations of outstanding checks and related unclaimed property
for periods not provided by the holder.
Provide holder all remaining open items for additional back-up available and
update work papers if needed.
Propose changes in the system.

5.14.1. Accounting control and procedures.

5.14.2. Reporting procedures to the state.

5.14.3. System in adequacies.

Audit — Voided Checks (AP and Payroll)

Evaluate and document the system of internal control over void checks.
Obtain and review void check listings for the audit period.

Analyze the General Ledger detail of any accounts deemed necessary to
determine where checks are posted after being voided.

From the void check listing, prepare a list of all checks voided during the
audit period with a lag greater than 60 days between check date and void date.
If the refined population of voided checks for the audit period is large, prepare
a random sample using sampling software. Provide the sample to the holder
for explanations and also have the holder sign off on the sampling procedure.
Analyze the back-up information and explanations to determine which, if any,
of the outstanding checks or voids will be removed from the list of unclaimed
property.

Complete extrapolations of the findings for any void population that had to be
sampled.

Complete estimations of voids related unclaimed property for periods not
provided by the holder.
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6.9.

Provide holder all remaining open items for additional back-up available and
update work papers if needed.

6.10. Propose changes in the system.

2.1,

Pl

7.3,

7.4.

7.5,

%6,

78

7.8.

s

8.1.

8.2.

8.3.

8.4.

8.5.

6.10.1. Accounting control and procedures.
6.10.2. Reporting procedures to the state.
6.10.3. System in adequacies.

Audit — General Ledger

Review the Chart of Accounts for selection of accounts to be analyzed in
detail and tested.
Select accounts that are normal hot-spots for the writing off of unclaimed
property and any other accounts that seem out of the ordinary.
Provide the list of selected accounts to the holder and have them run GL detail
on the accounts for the audit period.
Review account detail for general journal entries, potential write-ofts of
unclaimed property, and other entries disposing of unclaimed items.
Provide the list / schedule of selected entries to the holder for back-up and
explanation.
Analyze the back-up information and explanations to determine which, if any,
of the outstanding checks or voids will be removed from the list of unclaimed
property.
Complete estimations of general ledger findings related to unclaimed property
for periods not provided by the holder.
Provide holder all remaining open items for additional back-up available and
update work papers if needed.
Propose changes in the system.

7.9.1. Accounting control and procedures.

7.9.2. Reporting procedures to the state.

7.9.3. System in adequacies.

Audit — Accounts Receivable Credit Balances

Obtain a list of categories of credit balances generated by the holder during
the examination period.
Evaluate and document the system of internal control and procedures for
processing credit balances.
Review a listing of credit balances if applicable.

8.3.1. Evaluate aging procedures.

8.3.2. Test debit entries to determine their nature.

8.3.3. Reconstruct any items written off to an income or related

expense account.

Review current and previous month-end AR aging reports, noting any
accounts with net credit balances.
Analyze the General Ledger detail of all AR accounts and any income
accounts deemed necessary to determine whether credit balances have been
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10.

8.6.

87

8.8.

8.9.

8.10.

taken into income. Also, review the detail of related expense accounts to
determine whether credit balances are used to offset expenses.
Test for waiver of payments of previously charged off credit balances.

8.6.1. Prior to the running out of the statute of limitations.

8.6.2. After the running out of the statute of limitations.
Prepare a list / schedule of unreported credit balances, credit balance write-
offs or miscellaneous Accounts Receivable entries in excess of the statutory
holding period. Provide the list / schedule to the holder for explanations and
back-up.
Analyze the back-up information and explanations to determine which, if any,
of the credit balances will be removed from the list of unclaimed property.
Complete estimations of Accounts Receivable related unclaimed property for
periods not provided by the holder.
Propose changes in the system.

8.10.1. Accounting control and procedures.

8.10.2. Reporting to the state.

8.10.3. Systems inadequacies.

Audit — Gift or Merchandise Certificates

9.1,

9.2.

9.3
9.4.

9.5.
9.6.
9.7,
9.8.
9.9,

9.10.

Obtain a list of all categories of gift or merchandise certificates issued by the
holder during the audit period if applicable.

Evaluate and document the system of internal control over the issuance,
recognition, and payment of gift certificates.

Review the general ledger income accounts for write-off of gift certificates.
Analyze any year-end debit entries to the general ledger control account for
gift certificates.

Test for waiver of payment of stale dated or written off gift certificates.
Obtain specimen copies of instruments issued during the audit period.

Prepare a list / schedule of all unreported or written off gift certificates held in

excess of the statutory holding period. Provide the list / schedule to the holder

for explanations and back-up.
Analyze the back-up information and explanations to determine which, if any,
of the credit balances will be removed from the list of unclaimed property.
Complete estimations of gift certificate related unclaimed property for periods
not provided by the holder.
Propose changes in the system.

9.10.1. Accounting control and procedures.

9.10.2. Reporting to the state.

9.10.3. Systems inadequacies.

Audit — Deposits & Refunds

10.1.

10.2.

Obtain a list of categories of deposits taken by the holder during the audit
period if applicable.

Evaluate and document the system of internal control over the deposits
handled by the holder.
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10.3. Review the aging process over outstanding deposits.

10.4. Test debit entries to the deposit liability accounts to determine their nature.

10.5. Obtain and evaluate any copies of deposit contract cards in use.

10.6. Test for refunding of deposits when the conditions for a refund are met.

10.7. Determine if there has been a write-off policy for stale dated or long
outstanding deposits.

10.8. Reconstruct any deposits written off or improperly service charged.

10.9. Test for the accrual of interest on the deposits if required by statute or
contract.

10.10. Prepare a list / schedule of all unreported deposits held in excess of the
statutory holding period. Provide the list / schedule to the holder for
explanations and back-up.

10.11. Test for the waiver of paying old or charged off deposits.

10.12. Obtain a list of all refunds ordered during the audit period.

10.13. Trace the disposition off all refunds ordered.

10.14. Prepare a list / schedule of all refunds held in excess of the statutory holding
period. Provide the list / schedule to the holder for explanations and back-up.

10.15. Analyze all the back-up information and explanations provided by holder to
determine which, if any, of the deposits and refunds will be removed from the
list of unclaimed property.

10.16. Propose changes in the system.

10.16.1. Accounting control and procedures.
10.16.2. Reporting to the state.
10.16.3. System inadequacies.

11.  Securities
11.1. Determine administration of transfer and other securities functions.
11.2.  Contact administrator internally or external vendor contact authorization from
Holder.

11.3. Review control procedures of administrator or external transfer agent.
11.4. Obtain and review for list of services provided by external transfer agent,
verifying escheatment services is part of scope of work for vendor.

11.5. Obtain name of software and platform used for function administration.
11.6. Obtain and review latest escheatment report given to Holder Company.
11.7.  Acquire and review ownership records and last contact logs.

11.8. Investigate paying, proxy, exchange, and tender activities.

11.9. Obtain lost account reports.

11.10. Test lost accounts for dormancy.

11.11. Analyze all documentation provided for adequacy.

11.12. If controls deemed substandard, refer to alternate procedures workplan.

12. Closing the Audit
12.1.  Submit the working paper file and audit program for peer review.
12.2. Reviewing auditor will review working paper file and audit program for:
12.2.1. Adequate documentation of findings.
12.2.2. Working paper file completely indexed.
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123,
12.4.

12.5.

12.6.

Resolve any review points or deficiencies and reviewer signs off on audit.
After review, prepare a preliminary audit report with examination findings to
the holder.

If holder has additional back-up not already provided, update the preliminary
findings report and submit for review.

Once the review of the preliminary report is complete, set a specific time and
place for an exit conference with the holder.

13. Exit Conference

13:1;

13.2.

Hold the exit conference with the holder representatives. Fully discuss the
findings and present the Statement of Examination Findings and appropriate
working papers to support findings.

Provide the Holder 30 days to review the findings and to propose any
additional adjustments.

14.  Closing the Audit

14.1.
14.2.
14.3.

14.4.
14.5.

14.6.

14.7.

14.8.
14.9.

Examine the proposed adjustments and adjust findings where appropriate.
Audit peer reviews any adjustments made by the lead auditor.

Prepare the final draft of the report and Statement of Examination findings
reflecting the amounts after adjustments are applied.

Have audit peer review and make any changes deemed necessary.

Submit the completed file and draft report for the final sign-oft and report
issuance by Audit Manager.

Provide a copy of the final report and Statement of Examination Findings to
the holder with a formal demand for payment within 30 days.

Commence the collection process if any amounts are not remitted by the
holder in the time specified.

File the working paper file and final copy of the report.

Place a copy of any correspondence, settlements, court orders in the working
paper file.




Compliance Services Group, LLC

P. 0. Box 1903 Birmingham, AL 35201 Ph. 205.616.3964

August 11,2011

Ms. Johnnie Smith

CFO

Smith Trading Company, Inc.
3490 NE 12" Street

Big Beach City, NC 12345

Dear Ms. Smith:

In accordance with the Uniform Disposition of Unclaimed Property Act (the Act) and North Carolina
Statutes Section 116B, Compliance Services Group, LLC. (CSG) conducted an examination of Smith
Trading Company, Inc. (STC) relating to unclaimed property in its possession for the report years 2001 to
2010. It is the responsibility of STC to comply with the provisions of the Act.

Attached is the Unclaimed Property Examination Report. Prior to the initiation of this examination on
June 6, 2011, STC had not filed unclaimed property reports. The objectives of the examination were to
determine compliance with the Act and to determine il adequate management controls were in place 1o
ensure the proper identification and reporting of unclaimed property for both prior and future report years.
The examination was conducted in accordance with applicable Generally Accepted Government Auditing
Standards issued by the Comptroller General of the United States.

The relevant provisions of the Act and regulations are explained in the Introduction and Background
section of the attached report. The report contains findings and recommendations related to the reporting o I
unclaimed property and future reportable property. Future reportable property includes identified items
that are currently unclaimed but are not yet dormant.

The report identifies an existing unclaimed property liability in the amount of $226,232.87 that should be
remitted by September 15, 2011 per the payment and reporting instructions outlined on page 10 of the report.

Thank you for your assistance and cooperation in this matter.

Sincuru!y,}
2 7
"" ‘-.. = - .
o p sl
Rebecca Adams
President

Compliance Services Group, LLC

ce: Jim Doe
Jane Doe




UNCLAIMED PROPERTY EXAMINATION
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UNCLAIMED PROPERTY EXAMINATION SMITH TRADING COMPANY. INC.

INTRODUCTION AND BACKGROUND

I'he Uniform Disposition of Unclaimed Property Act (the Act) and North Carolina Statutes, Summarized
in NLC.G.S. Unclaimed Property Manual Section 11613 1-80, set forth procedures for the disposition of
abandoned and unclaimed property.  Fach State Treasury or Revenue Department is responsible for the

administration ol the Act, Relevant provisions of the Act provide for the following:

e Financial institutions, insurance companies, utilities, businesses, not tor profil organizations,
fduciaries and all other legal entities, including courts, public authorities, state agencies and any
political subdivisions, shall report abandoned and unelaimed property to states.

e Any property for which there has been no contact or wransaction initiated by the owner past the
dormancy period is subject to the custody and control of the states.

o To ensure compliance, the Act provides the states with the responsibility and authority to examine

the books and records ol holders of abandoned and unclaimed property.

Pursuant to the State’s responsibility and authority under the Act and N,C.G.S 1168, the State’s agent,
Compliance Services Group, LLC (CSG), conducted an examination of Smith Trading Company. lne.
(STC) lor the report years 2001 to 2010, Fieldwork oceurred for the examination June 6-10, 2001, with
additional documentation submitted by STC personnel through July 25, 2011,
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ORGANIZATION PROFII A D

Smith Trading Company. Inc. is located and headquartered in Big Beach City, North Carolina and was incorporated
in the State of North Carolina April 11, 1950, STC, has been family owned and operated since 1959,

There are tour sales divisions within STC and the Company is known as international marketers ol pipe, party
supplies. yellow iron equipment to Europe. South America, the Caribbean and southeastern United States. ['he
company distributes more than 150 million pieces of pipe and party supply inventory. including noise makers
equipment, and shipping equipment and supplies. Customers include commercial movers and shakers, and
packaging manufacturers. Company facilities cover 325,000 square leet, they have over 1400 employees and have
a4 customer base located in over 30 countries. The Company offers long and short term linancing options Tor

customers. STC experienced very strong revenue growth from 2001 to 2010,
Competitors in the market include (per Hoovers):

Rebeeea's Pipe Company
Pam’s Brands Corporation
Jones Party Supplies

Smith Paper

International Distributions LLC.




UNCLAIMED PROPERTY EXAMINATION SMITH TRADING COMPANY. INC,

EXAMINATION OBJECTIVES, SCOPE & M ETHODOLOGY

Objectives

Mhe objectives of this examination were 1o determine compliance with the Uniform  Disposition of
Unclaimed Property Act and State of North Carolina Statutes (Title XL, Chapter 717) and 1o gain an
understanding of the management controls as they relate o identifying and reporting unclaimed property.
We conducted the examination in accordance with applicable Generally Accepted Government Auditing
Srandards issued by the Comptroller General ol the United States, Accordingly, the examination
objectives included obtaining an understanding of management controls, examination of evidence ona lesl
basis and other examination procedures considered necessary to determine STC's compliance with the Act

and North Carolina Statutes,

I xamination Scope
I'he scope ol the examination was for report years 2001 1o 2010 for Smith Trading Company. fne. and

included specific areas such as reporting history, [inancial records, and accounting practices. While there
is no statute of limitations Tor this compliance matter. due to the isste of record retention and the
associated difficulty in obtaining dated records. the State of North Carolina’s policy is to adopt a 10-year
report look back period encompassing the dormancy period for each property. Iherefore. this examination
covers actual transactional years 1996 through 2010, During the planning of the examination, we took
steps to obtain an understanding of procedures in place pertaining (o unclaimed property at STC. 1o
determine property types in the custody of the holder with a high risk of being reportable. we interviewed
STC personnel and where available, examined written policy and procedure mantials and reviewed

Company documents,

Accessibility of STC Corporate Records

General ledger detail, a chart ol accounts, void checklists. accounts receivable ledgers and bank account
reconciliation documents were requested for report years 2001 to 2010, Wi also requested records relating
to open and closed bank accounts and accounts receivable credit balance information,  We requested
additional records as needed including inventory and billing procedures, Whenever detailed information
was unavailable due 1o record retention policies or where the cost of providing the records would be
prohibitive for STC, we requested benchmark information. The details and methodology ol benchmarks
are desceribed in this report.

Test Methodology

Festing methodologies included selection of test data determined by the availability ol records and
classification of the data information provided by STC personnel, When less than 100 percent of the items
within an aecount were tested, we used both statistical and non-statistical sampling methods, Details of

these methods are deseribed within the Overview of Testing Procedures.
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OVERVIEW OF TESTING PROCEDURES

Accounts Payable
We interviewed STC personnel to gain an understanding ol the accounts payable procedures and

automated system used by the company. Bank statements, bank account reconciliations, outstanding check
reports, void check reports and general ledger account detail were reguested lor reporling years 2001 1w
2010, STC provided accounts payable void check documents for 20042010, STC also provided accounts
payable bank reconciliation outstanding check lists for 2004-2010, We analyzed and tested the records 10

determine the existence of unclaimed property.

General ledger cash and accounts payable transaction details were examined for debit (or write=-o11) items
that were not routine, Non-routine items were noted for AP transactions through the General Ledger

activity outside the AP system and documentation was requested.

An accounts payable void check report was provided by Company personnel, The population was refined
from the general population of $54.4m 1o $621.9k, We provided STC test selections totaling $46.4K from
the refined population and asked the Company personnel to supply detailed documentation explaining why
the cheeks were voided,  The documentation provided for voided and reissued checks was examined,
Reissued checks were traced to the bank statements to verify the liability has been cleared.  We also
reviewed documentation to verity explanations for checks voided due to amount/vendor error or payment

duplication. All unproven items remain on the schedule and are deemed to be unclaimed property.
I'he outstanding cheeklists tor all cash accounts from bank reconciliations were examined for stale dated
cheeks. Allitems deemed unclaimed property were seheduled and provided to STC for the owner tax id,

name and address. All unproven items remain on the schedule and are deemed unclaimed property.

[nformation regarding Smith Trading Company., Ine.'s stale check void policy was provided and confirmed

via the examination testing procedures for Accounts Payuble issues.

Accounts Receivable

STC personnel were interviewed to pain an understanding ol the accounts receivable system and
procedures for invoicing. debit memos and credit balance resolution. STC provided accounts receivable aging
reports and posting detail Tor 20002010, All accounts with outstanding credit balances were scheduled and
provided 1o STC Tor documentation.  All unproven items remain on the schedule and are deem unclaimed
property.

We also examined the general ledger Accounts Receivable, Allowance for Doubtiul Accounts, Bad Debt
Eapense and Miscellancous Income account detail for items that were not routine for 2004-2010. lems
noted were scheduled and provided 1o STC for further documentation.  All unproven items remain on the
schedule and are deemed unclaimed property.

Company personnel asked for clarification regarding balances owed 1o rightful owners located outside the
United States. A link o the North Carolina Statutes was provided and the custody issue explained with one ol the
first communications from CSG to STC via e-mail, Additionally, NC Seetion TT6B-50 was provided to STC by
Allen Martin, NC Unclaimed Property Division, to address these specilic questions presented to him by CFO Smith
vin email.
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An exeerpt ol Section | 1613-506 lollows:

"% 116B-56. Rules for taking custody.
) Lt as othenwise proy ided in this Chapter or by other statite of this State. property that is presumed abandoned, whether
located in this or another state, is subjeet 1o the custody ol this St il

(1) The last knoswn address o the apparent owner, is dhown on the reeords of the holder. is in this States

() The records ol the holder do nol rellect the identity ol the persen entitled 1o the property, and it is established that the st
known address ol the person entitled to the property is in this States

(1) The records of the holder do not rellect the last known address o the appareit owner andl it is established that:

w The Tast known adidress ol the person entitled 1o the property is in this States ot

b The holder is domiciled in this State o s it povernment or governmental subdivision, ngency, ol fnstramentality of this State

and s not previously paid or delivered the propenty to the state of the Tast known address of the apparent
owner or other person éntitled 1o the property:

(1) The last known address of the apparent owner, i chiown on the records of the holder. is i state that does not provide lor the
eaehent or custadial king of the property. and the holder is domiciled in this State or is @ povermmnent o
povernmentul subdivision, ageney. or instramentality ol this State;

(5) The last known address of the apparent owner, as shown on the records of the holder, is ina foreign country, and the holder is
domiciled in this State or is a government or governmental subdivision, pgeney, or instrumentulity of this Stute:
or

(6) The property is a traveler's check or money order purehased in this State or the issuer of the traveler's cheek or money order

has fts principal plice of business i this State i the issuer's records show that the instrument was purchised i astate it does

not provide tor the excheat or custodiiil taking ol the property or do not show the state in which the fstrnment was purchased.

Payroll

We interviewed STC personnel to gain an anderstanding of the payroll system for the company. Bank
statements. reconcilintions, outstanding cheek lists, void cheek lists and peneral ledger account detail were
requested tor report years 5001 1o 2010, STC provided payroll void check documents for report years
2001-2010. STC also provided payroll outstanding check lists for 5004-2010 and all outside payroll

vendor records, We analyzed and tested the records 1o determine the existence of unclaimed property.

General ledger payroll detail for 2004-2010 was provided, We examined the general ledger payroll cash
account detail for debit (or write-ol1) items that were not routine.  No non-routine transactions or

unrecorded liabilities were discovered during the examination.

Inventory
STC personnel provided Company procedures concerning shipment of inventory.  Title and risk ol loss
ranster 1o the customer at the destination port. No non-routine transactions or undelivered stock items

were discovered.

O
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FINDINGS AND RECOMM ENDATIONS

Property Type 1 - Accounts Pavable

Ihe examination determined that STC did not report and remit accounts payable unclaimed property in
accordance with the provisions of the Act. While the Company’s accounts payable transaction internal
controls were strong, the errors Tound within the test sample came from vendors that could not be located,
with the liability swritten ol The test selection errors were extrapolated to the refined population,  The
eximination identified $27.724.10 ol accoums payable unclaimed property liability due at this time. In
addition, the examination discovered $34,26:4.63 future reportable wransactions and provided a detailed list
1o the holder for further due diligence and possible future period reporting, STC personnel acknowledged
(hat their unfamiliarity with the provisions of the Act contributed to the Company's failure 1o reporl

unclaimed property when due,

Property Type 2 - Accounts Recceivable

The examination determined that STC did not report and remit accounts receivable unclaimed property in
accordance with the provisions ol the Act. Company personnel were not aware of the need to remit eredit
balances owed to foreign entities to their state of incorporation. The examination identified $198,508.77
ol Accounts receivable unclaimed property lability due at this time. In addition, the examination
discovered $19.695.76 future reportable transactions and provided a detailed list 1o STC personnel for
further due diligence and future period reporting. STC personnel acknowledged that their untamiliarity
with the provisions ol the Act contributed to the Company's failure to report unclaimed property when

due.

Property Type 3 — Pavroll

Voided and outstanding payroll checks were tested for replacements and proper handling.  All general
ledger accounts pertaining to payroll activity were reviewed for entries out of line with normal payroll

transaction activity.
[he examination identified no payroll unclaimed property lability due at this time. In addition. no payroll
rransactions were identified as future reportable. 5 TC uses an outside payroll service that is Familiar with

the provisions of the Act, contributing 1o the Company ‘s compliance for this property type.

Property Type 4 — Inventory

STC personnel were interviewed 1o determine procedures regarding inventory. Contracts were reviewed
and invoices inspected for determining the existence of unrecorded liabilities Tor undelivered shipments
paid for by customers,  Many customers are located out of the continental LLS. Title and risk ol loss
transfer 1o the customer at the destination port. No non-routine transactions or undelivered stock items

were discovered.
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Recommendations

STC must report and remit the unclaimed property liability identified in the examination. STC should

remit prior report period unclaimed property of $126.232.87 directly 1o CSG for encryption of sensitive
records and importation into a file format the State’s system can aceepl.

I addition. we recommend STC implement written policies and procedures 1o ensure unclaimed property
is properly reported annually and remitted as required by law. These procedures should include
implementing due diligence procedures in an attempt o return property to the righttul owner before the
item becomes dormant. These procedures should include all applicable unclaimed property types. While
this examination identified Tuture reportable transactions fotaling $61,134.22 from prior years, more
wransactions may qualify as Unclaimed Property as new circumslances arise prior o the annual reports due
April 30™ cach year. We also recommend creating a separate liability account to transfer these items until
rescarched and either paid to the rightful owner or remitted to the applicable state.

Resourees
North Carolina Unclaimed Property Reporting and Remitting - Reports and remittances are due by
November. 2011, for all unclaimed property that reaches its dormancy period during this calendar year

Chal, 1= Jun 30, 2001,

hitps//ws w.netreasurer.com/Dstl Jome/AdminServices/l Inelaimed Property/Holdert In formation

North Carolina Unclaimed Property Guide

hip://wiww, netreasurer.com/NR/rdonlyres/A 0471 E05-0A5B-4A D1-961
pdl

1LDECD208COAHON Inelaimed Property Manual.

National Association of Uncliimed Property Administrators - 10 access UPLExchange (the free holder

reporting soltwire) or aceess via North Carolinag website provided above,

hitp: waw . unelaimed.org reporting free-holder-reporting -soltware

Unclaimed Property Professionals Organization

hip: waww.uppo.ory
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PAYMENT AND REPORTING INSTRUCTIONS

fhe Unclaimed Property liability amount ol 5226 232,87 must be remitted to CSG for proper distribution

e ——

o the State of North Carolina,

IF you prefer to remit via wire transfer, please use the following information:

Company Name: Compliance Services Group, | LC

Bank Name: Branch Banking and Trust (BB&T)
Account Name: CSG Unelaimed Property Trust Account
Routing Number: NXXXXXXXX

Account Number: XXXXXXXXXXXXX

11 you prefer to remit by eheek, please make the check payable to the »Compliance Services Group, LLC
Unclaimed Property Trust Aceount™ and mail to the following address:

Carol Brown

| reasurer

Complianee Services Group, LLC
PO Box 1903

Birmingham, AL 35201

LI you have any questions or need claritication on this report or payment instructions, please contact
Rebeeea Adams at 205-616-3964 or radamsiocomplinneeservicesgroup.con,

9




UNCLAIMED PROPERTY EXAMINATION SMITH TRADING COMPANY. INC.

Verification of Remittance
CSG Remittance

Please include the Tollowing information with your remillance,

Date of Wire Transter or Check: ) B B . o

Amount of Wire Transler or Check: $226,232.87 e I
Name of Examined Entity: Smith Trading Company, Ine.
NG 33-XXXXXXXX —
Address: 34907 NE 12" Street B

Contact Person(s): ~Jane Doe/Lddie Doe

123-456-7890

Telephone Number:

Note to Entity:
Ihe above information is necessary to ensure credit for complianee with the Act. Please include any
additional information or explanation it the amount remitted is different from the examination report,

[ wiring the Unclaimed  Property  unds, please send this form to Carol Brown, Treasurer -

chrowni complinpneeservicesgroup.com

Please see attached Forms ASD 21 and ASD 159 for your review and signature, his ensures proper
control and reporting (o the State of North Carolina,

10
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Siate of North Carolina
Department of State Treasurer
Unclaimed Property Program
325 North Salisbury Street
Raleigh. North Carcfina 27603-1385
{919) 508-1000

waraw nccash . com

PLEASE TYPE OR USE BLACK INK

All Holders Except
Reporting Period July 1, 2010 through June 30, 2011 —

Unclaimed Property Verification and Checklist

Life Insurers Only
Reporting Period January 1, 2011 through December 31,2011 - Due

May 1, 2012

Life Insurers
Due November 1, 2011

OTARIZED & SUBMITTED WITH REMITTANCE

THIS FORM MUST BE COMPLETED, N
Holder Name: JSeor t+h Zrasdi

Holder Identifi

~Cap e
Mailing Address: | o A_'fj

cation Number: /Uch‘ Azs i?agj
Federal Identification Number: [ A= 3Y. (Ae) &4

Date of Incorporation: ¥~ 7/~ 577 State of Incorporation:

3_5/9_07 PIE 2+

umber of Employees:

Citv: cnck Cidy Telephone Number: (559 ) /A3 -¥5G U
State: v/ 7 Company E-mail AJJIess: (T aae sz (S =
F—Zip_: A3 «;’ Nature of Business: ﬁ'pﬁ, L Pt

Every person, Corporabon, of other busness assocatan,
the Annual Report of Unclamed Property {ASD-21) and/or Report of Unclammed Secunlies [ASD-215) andior Abandoned
Morth Caroina Escheat and Unciasmed Propesty Law, North Carolina General Statute 1168.

CHECKLIST COMPLETION

Pease comolele the checkist on the back by checking =ach item that s being repofted Each lom chedeed mus? be enurm

LATE FILING INTEREST PENALTY
In addion 1o any other penalies, ary holder who lies alter May 1 (Ule Insurers) and Navember 1 (all halders excepl Lite |
penalty s computed as fobows:  Total amount of property repartadle X £ of days late/355 X 5%.= Interest Penalty

CERTIFICATION AND VERIFICA TION
As the person authonzed 10 bind this holder, |, bed
reporied has been heid for the perod required by Noith Caral

cedtification s an affidavit attesting that the holder has complied witn North Caralina General Stalute 116B-58.

hanking of financial organizalion, MSUrance COMpany. utifty, count or pubd

ng duly sworn, cerlify the anached report to be true and propery prepared and
na General Stance 116B-53. Further, | cenity tha! nobcis pursuant 1o

1his form (ASD-159) and 1t should be fled with

olz. reporting unclamed propesty must complete
1ed to those tems Inal are covered by the

checkis! includes, but 15 not kmi

= authority,

Tangible Personal Property (ASD-127). This

erated in the Repart of Unclamed Propery (Form ASD-21)

nsurets) shall remit nterest al the rate pursuant lo North Carolina General Statule 116B-77. currently 5% The interest

= ncduded in Tes retum. and the propenty
tast known address This notarized

all property ebgbie W be remitted
t to the ownesrs at their

examined for correciness, ensuring that
Narth Carolina General Statute 116B-53 were con

Name-Print: jﬂ 2711 &vrfk

—

Report Total

Subscribed and sworn to before me this day of 20
State of County of Title. G/{ o Miugel Pure™y
Motary Signalure
Signalure: e —
My Commission expires: — m 4
(Seal)
OFFICE USE ONLY
DISKETTE co LOADED KEYED BALANCED COMMITTED
~SBE STOCKID CUSIP SYMBOL CERTIFICATE DIC DATE CUSTODIAN
Rewed 07N




