T|W  Trainer, WriGHT & PATERNO 218 5 S
& P CERTIFIED PUSLIC ACCOUNTANTS chnmaisron, VY 24728
204-8ET-TCEE

FAX: 304-537-T087
AL T AIRETRN PN T, LA

Buyer

The West Virginia Lottery Commission
Purchasing Division

2019 Washington Street East

PO Box 50130

Charleston, West Virginia 253050130

Bear Buyer:

Our fees, as those of moyt acconnding fivms, are based on honrly rates which vary
according to experience snd ability of the professionals assigned 1o the engagement, ‘The
cagagemuent menher will sirpcture the staff assignments so that 2l pracedures wil be performed
af appropriate rates consistent with maitaining quality and the ability te professionally complete
the task,

Cur charges to the West Virginia Lottery Commnission for audit services for the
year ending June 30, 2006 will not exceed $26,475.

Shoutd eur fees be less than the estimated amounts for each respective service, we
will, 6f course, ik you the lesser amount. Should we encounter any unforescen civcumstances
which will reguire sperding more time than presently anticiputed, you will be aotified premptly
of the siteation ang, if possible, the estimated added cost.

1f both partics are safisfied as to the agreement we weutkd e happy to continue to
provide fhese services vader the same tenns for 2 additional one year periods,

We are sensitive to cost control and have adways worked diligently to minimize gy
fres, while maintahing high, qeality standards. ¥ is important to conskder the guakifications of
the fire, onr experience angd the tatal fee in selecting a professional ficne. Finally, wi would like
to emphasize thal we are interested in long-term relationships with our clients and we perform
our tasks accordingly.

Very teuly yours,

TRAINER, WRIGHT & PATERNO

a Q. “Qfﬂgan

Matk A, Morgan
Certified Poblc Accoantant
MAM: Ime

REMLERS OF AMERICAN NEYITUTE OF CERTINED PLELC ACCOUVNYANTS: (IMEICH FOR CPA FHAMS PRIVATE
COLMARIES PFRACTICE SECTION » WEST VRGN AfD CHE0 BOCIETY DF CERTFLD POTLIC ACCOUNTANTE



Waest Virginia Loty RFQ - LOT 931 - Audit Services

ATTACHMENT A

COST BID SCHEDULE
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SCHEDULE OF TOTAL PROFESSIONAL FEES AND EXPENSES FOR THE ANNUAL

PINANCIAL AUDIT,

Hours
Partners, Members i
Managers 25
Bupervisory Staff ....1:..5,,,
Staff L
thimr {specify) s

Tetdl all-inclusive maximum price
for the annual audit and other services
as required in this request for quotation

iz

Howly
Rates

195

95

65

62,32

Total
0, 5648

2,375
8,875

8,725

5 26,475
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Post Offica Box 50130
Cheraston, WY 253050130

o REQ COPY
‘4 TYPE NANE/ADDRESS HERE

Trainer, Wright & Paterno
218 13th Street

P.0. Box 2608
Huntington, WV 25781

Request for
Quotation

T e R e T e

LOT3%2

CRUCK BOWMAN
al4-558-2157

R L A I e o Ve ]

e TR

LOTTERY COMMISSION

25314-114a3

¢ 512 MACUORKLE AVENUE, SE
H CHARLESTON, WV
BEE-8500

R S

gE/03/2084

ﬁ”*%ﬁ%ﬂﬁﬁ%mﬁﬁiﬁwﬂ%ﬁﬂﬁw

T DPBRING DT e, D&/ Be 200846

e

B0 SLE]

HaRth 1| HR
. 1]
AUDITIHNG SERVICES

THE WEST VIRGINIA
THE ABGENCY, {THE WEST

SERVICES FOR
THE ATYTACHED
FERMNS AND CONDITIDME.

THE

VEHDURE ARE
HAXIMUM PRICE FOR
COST BIR SCHEDULE
EXRIBIT 3

LIFE DF CONTRACT:
UPON AWARD
VEAR OR UNTTL SUCH
NECESSARY TO)

NDT EXCEED ELVE] (123
TIME®™ THE VENDOR
REASON UPOH GIVING THE

MRITTEN NOTILE

PRICING SET HEREIN ARE

CONTRACT .

PLEASE SEE THE ATITACHER
NCOURABEL] TO INDICATE THE

S B SRR e e S e
SR e

G4 G-l

PURCHASTING DIVISION,
IRGINIA LOTTERY
SOLICITNG BIDS FOR A CPA FIRM TO PROVIDE ANNUAL
FISCAlL YEAR ENDING JwME 30,
SPECIIFICAMTIONS,. BID REQUI

HONTHS

DIRECTGR DF

PERICD O
TREASONABLE TIME™
OBTAIN A NEW CONTRACT OR RENEW THE
ORIGINAL CONTRACT], THE PYREASODNABLE TIMED PERIOD SHALL
THIS "REASONARBLE
MAY TERMINATE THIE CONTRACT FOR ANY

GURIM

526,475

$26,475

ON BEHALF OF
COMMISSION, IS

2044,
REMENTS, AND

ANE FORWS.

OTHER SERVICES

hS REQUIRED IN THIS RFU IN THE SPACE PROVIDED ON THE
THCLUDED HEREIN.

THIS CONTRACT BECOMES EFFECTIVE OH
AMD EXTENDE FOR A

GHNE (13
EREAFTER AS I8

PURCHASING 3§ DAYS

INLESS SPECIFIC PROVISIONS ARE STIPULATED ELSEWHERE
DRCUMENT, THE TERNS,

CONDITIONS ANR

FIRM FOR THE LEE OF THE

R B P A N T N ey T e A

AUDIT .
FER

IR ALL-THCLUSIVE

7508) 637-7083

TBATE
im June

6, 20066

30

ADDRESS CHANGES TO BE NOTED ABOVE

I AT Aktints <] - .
WiEN RESPONDING TO RFQ, INSERT NAME AND ADDRESS IN SPACE ABOVE LABELED 'VENDOR'



Biate of Wast Virglnia
Purchasing Divislon
Posl Ofilce Box 501320

Dapariment of Administration  Qurotation
2019 Washington Strest Bast

Beqguest for ¢

Charleston, WY RR20S-0130 CHUCK BOWHAN

G =-HSA-2557

e

LR Bt

B T r%#ﬁ?g%"‘}“-"}i AL
%ﬁ%@%&ﬁ%ﬁ%ﬁﬁ%mﬁkﬁﬁ%xi;

e ey e
e

T RF@ CORY m

¥ TYPE NAME/ADDRESS HERE ] LOYTERY COMWISSIGH

iEd Trainer, Wright & Paterno o

ﬁé ,_ff%.”é“ S;E‘;‘;‘ | i 312 MACCORKLE AVENUE, SE

%g. T DX 1 CHARLESTON, Wy

e Huntirgton, WY 25726 2E514-1163 553_055{'
T R D T

BE/03/2006 L : ,
B0 ORI DATE: G6/06,2005 G TINE  B1:30PH

BE IN ACCORDANEE WIT

(1) YEAR PERIGDS.

IGHT TO CA

SUPFLIED ARE| OF A
T8 THE SPECELFICATIION

DPEN MARKET LLAUSE:

ESTIMATE, X
IMMEDIATE D

OF WORK.)

BUANTITIES: RUAHTITI
MPFROXTMATIONS ONLY,

MHETHER MORE OR LESS

DRDERING PROCEDURE:
LR ITTEN STATE CONTRA

THE ORIGINAL} COPY} OF

H

DRIGINAL CONTRACT AND

g

B *t.;’g‘.t I:‘E AT ;E.;—.? IL.»- i
“@EE%“;‘# Htinial *fet%@ : »Eim«g%ﬁn

REMEWAL : THES CONTRACT MAY BE RENEWED UPON THE MUTUAL
WRITTEN CONSENT OF THE SPENDING UNIT AMD VENDOR,

SUBMITTED TO| THE PIRECTOR OF PUREHASI
DAYS PRIOR 70 THE EXPIRATIGN DATE. SUHCH RENEWAL SHALL

THIRTY (30)

THE TERMS AND CDNDITIONS GF THE
GHALL BE LIMITED] YO THO €2) ONE

CANCELLATION: THE DIRECTOR DF PURCHASING RESERVES THE

_ {EEL THIS, CONTRACT IMHEDIATELY UPDN WRITYEN
ROTICE - TO THE UEﬁDﬂE_;F THE COMMODITIES AND/OR SERVICE
M OINFERIOR QUALITY OR| DO HDT CONFORM

OF THE BID AND CONTRACT HEREIN. .

THE BDIRECTOR OF FURCHASING HAY

E

AUTHORIZE A {SPENDING BNIT 70 PURCHASE ON THE OPEN
HARKET , WITQDUT THE FILING OF A REQUISITION OR COST
EWMS SPELCIFIED ON THIS CONTRACT FOR
LIVERY IN EMERGENCIES DUE

CAHSES (INCLUDIING BUT NDBT LIMITER TO
PORTATION DR AN UNANTIDIPATED TNCREASE IN THE VOLUME

0 UNFURESEEN
ELAYE TN TRANS-

LISTED IN THE REQUISITION ARE
PASED ON ESTIMATES SUPPLIED BY

THE STATE SPENDING UNLT. 17 15 UNDERSTOOD AND AGREED
THAT THE CONTRACT] SHALL COVER THE GQUA
CROERED FOR DELIVIERY DURING THE TERH O

TITIES ACTUALLY
THE CONTRACDT,
AN, THE RUANTITIES SHOWH.

SPENDING UNIT(S) SHALL ISSUE A

L

VENDDR AS ﬂuTﬂDRIZATI%P EOR SHIPHMENT,

ORDER (FORM NUMBER WV-39) TD

THE UENDUR“FhE'QQHﬁHDITIES COVERED BY {THIS CONTRACT.

HE WY-39 SHALL BE MAILED 1o THE

SECDND CaPyY

T ety
T R e L NG L e

AR R

} §97-7083 " sune 6, 2006

L Wi
nce -ung;uﬂmﬁﬂi_ﬁﬂhﬂﬁﬁﬂﬂﬂﬂ- >
WHEN RESPONDING TO BFQ, INSERT NAME AND ADDRESS IN SPACE ABOVE LABELED VENDOR

ADDRESS CHANGES TG BE NOTED ABGVE




State of Wesl Virginla, - Request for mmmms PR e
Deparimant of Administiration  Quoiation
Purchasing Division '

2019 Washlnglon Sireet Easl

Font Office Box 50130 ,
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MAILED O THE PURCHASING DIVISION, AND| A THIRD COPY
RETAINED BY JTHE EPENDING UNIT.

BANKRUPTCY: | IN THE EVENT THE ?ENﬁﬂR!GGNTERCTBR FILES
FOR BANKRUPTCY FRGTECTLON, THIS CONTRACT IS AUTOMATI-
CALLY NULL AND VOIID, AND IS TERMINATED WITHOUT FURTHER
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AGREEMENTS DR MAINTENANCE AGREEMENTS, {INCLUDING ANY
ELECTRONIC MEDIMM SUCH| AS CD-ROM.
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YENDOR D HAS MAINTAIHED ITS HEAD~

RINGIFPAL PLACE OF BUSINESS CONTINUQUSLY IN
FOR; FOUR] (4) YEARS INMNMERIATELY PRECEDING
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RFQ No. FOT331

AFFIDAVIT

West Virginia Code §5A-3-10a states:

No gontract or renewal of any contract may be awarded by the state or any of its political subdivisions fo any
vendor of prospective vendor when the vendor of prespective wndor of & related party to the vendor or
prospeclive vendor is & debtor and the debt owned Is an amount greater than one thousand doflars in the

agaregate,

DEFINITIONS;

“Debf" mgans any assessment, premium, penalty, fine, tax or other amount of money owed 1o the state or any
of its poltical subdivisions because of a judgment, fne, permit viclalion, license assessment, defatited
workers' compensation premium, penally or other assessment presently delingquent or due and reguired {o be
paid to the state or any of its pofitical subdivisions, including any interest or additional penaities accrued
thereon.

056

"Deblor” means any indlvidual, corporation, partnership, asscclation, fimited Hability company or any other form
or business assoclation owing a debt to the stale or any of its political subdivisions,

‘Poiitical subdivision” means any county comunission; municipalily; counly board of educafion, any
instrumentality estabiished by 2 county or municipality, any separate corporafion of instrumentality established
py one or more counties or mupicipalities, as petrmited by lew, or any pubtic body charged by law with the
performance of a government function or whose jurisdiction ls coeitensive with one or mote counties of
raunicpalifies. '

“Related party” means a parly, whether an individual, corporation, parthership, association, himited Hability
company of any othet form or business association or other enlity whatscever, refated to any vendor by bloed,
marmiage, ownership or contract through which the parly has a relationship of ownersiip or other inlerest with
the vehdor so that the party will actually or by effect recelve of control g portion of the henefif, profit or other
congideralion fom performance of a vendor contract with the patly recelving an amount that meets or exceed
five percent of the total contract amount.

EXCEFTION:

The prohibition of this seclion does not apply where a vendor has contested any tax administered pursuant 1o
chapter eleven of this code, workers' compensation premium, permit fee or environmental fee or assessment
and the matier has not hecome final or where the vendor has entersd into & payment plan or agreement and
the vendar is notin defaull of any of ihe provisions of such plan or agreemant.

LICENSING:
The vendor must be lcensed I aceordance with any and all state requirements {o do business with the state of
West Virginia,

CONFIDENTIALITY?

The vendor agrees that he or she will not disciose to anyone, directly or indirectly, any such personally
identifable information or other confidential information gained from the agency, unless the individual who is
the subject of the information consents to the disclosure in wiiting or the disclosure is made pursuant to the
agency's policies, procedures and nules, Vendors should visit www.state.wv.usiadminfpurchase/privacy for

the Notice of Agengy Confidentialily Policies.

Dnder pehaily of law for false swearing {West Virginla Code, §61-5-3), It Is hereby cerlified that the vendor
ackrowledges the Information in fnis said affidavit and are in compliance with the requirements as stated.

Vendor's Name: Tramer, Wright £ Paterno

Authorized Signature; | : _ﬁﬂ%{lﬂ Date: __June 6, 2806

o Dkt ARG oyt
Favieog G2 0HUG
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June 6, 2006

Buyer .

The West Virginia Lottery Commission
Purchasing Bivision

2019 Washinpton Street Hast

FO Box 50130

Charleston, West Virginia 25305-0136

Dear Buyér:

This letter and proposal are in response ko the recent reguest by your Organization
for a hid proposal to andil the West Virginia Lottery Commission for the year ended June 30,
2805,

Trainer, Wright & Paterno is pleased o have this opportunity (o owlline our
professional services and salwnit 2 proposal of our fee for an audit of the financial statements of
the West Virginia Loltery Commission,

‘Fhe acconnting firm of Trainer, Wright & Paterno is a mid-sized regional CPA
firm, serving the State of West Virginia and the surrounding areas of Kentucky and Ohio. We
offer & comprehiensive array of professional services, inchuding snditing, {ax, management
advisery, valuations and Jlitigation support, just to pame a few, The firm's five members, who
have over 10 years of combined years in public acconnting, head up & professional staff of 15,
ncinding 10 CPAs.

We have been providing aecounting, auditing and tax services to component units
of i State of West Virginia and 501(c)(3) organizations for more thae thizty-mine years. Ovr
elientele ranges in fanding size from $166,000 to muitimillion deliar agencies. We have extensive
experience avditing component units of the State of West Virginia incleding serving as auditor of
the Public Defender Services for he last five {3) years and Educational Breadcasting Anthority
and Affiiates for the Fast twe (2} years and financial and comphiance auditing of governmental
entities, as well as, 501(c}3) organizations in accordance with Government Auditing Standards and
the requirements of the State of West Virginia Procedares Manuk, This experience permits vs to
design, perform and complete an andit engagement for your agency in an efficient manser and
al a réessonrble cost.

Although we serve large clients, several of whom are feaders in their industry, owr
practice copsists predominately of medinm end smaller size entities. Our professional ohjective
is 1o pravide the finest quality services on a timely basis, We endeavor fo build a warm relationsiip
which confintuies throuphout the year, rather than an associelion Hrited to yeor-end contact. We
provide the expertise of a large firm combincd with the personal relationship of a smaller firm,

HEMETS OF AHERICAN INSTITUTE O CERTAED PUBLIC ACDOUNTANTIE: DIVFEIGN FOIR GG FIRMS PRIVATI
COMIAHEE PRACTICE SHCYION « WEST VRN ARD GHIC SOGHITY G CEMTIFELD PUBLIG ACCONNTANTS



Buyer
The West Virginia Lottery Cemmission
Page 2

Ia reviewing our awdit propoesal, censideration sheuld be given to our experience,

experience and professional staff enables us to provide excellent service in a timely and efficient
manser,

We appreciate this epporiunity to submit this proposal md leck forward to having
this organization as & valued client.

H you shonid have any questions concernisg our propesal, please do nol hegitate
to eontact us. Bt i oor pleasure to have this opportunity to be of service to your erganization,
Yery truly yours,
TRAINER, WRIGHT & PATERNO

wfaﬂﬁ a. ‘fgmgan

Mark A, Morgan
Certified Public Accountant

MAM:ime

Enclosure
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I. FIRM PROFILE

Frainer, Wright & Paterne is a loeally owned public acconnting liem serving the Tri-State
aren of West Virginia, Kentucky, and Ohie, The firm was founded in 1972 by Donald X, Frainer
and Charles Wiliam Wright, afthough ¢he history extends back over fifly years, During the
course of the last thirfy plus years, Trainer, Wright and Paterno his esiablished one of the hest
veputations for an accounting fiem in the State of West Virginia, as well as, the region.

We are members of the Private Companties Practice Section (PCPS) and the Government
Aundit Quality Control Center (GAQC) of the American Ingtitute of Certified Public Acoountants.
As members of POPS apd GAQC, we have agreed to subject our polictes and procedures lo an
mdependent ontside review, fn our most recent peer review the report stated that in the opinion
of the peer review tepm “the sysfem of qurality control for the aceounting and auditing prictice of
Trainer, Wright & Paterno in ¢ffect for the year ended September 30, 2002, meef the aljectives of
grality conirol stasslards estublished by the AICPA, and was being complied with during the year
ended fo provide the firm with reasonable assurantce of conforming with professional standards, ”

Cur professional staff has the experivnce, the knowledge and the capabilitics to meet the
clients nectds as they oceur, While our clients are both large and small, ovr sexvices are always
individualized. Qur professional objective is fo provide the finest guality services on a fmely
basis. We endeavor fo bulid « warm relationsftip which confinues throughout the year, rather then
an gssociution fmited fo year-end comtact, 'We provide the expertive of 2 Jarge fiem combined with
the personal relationship of a small fiem.

As a firm, we recognize that our principal respousibility is to our clients. Owor business
i5 30 help you produce at your maximum potential for growdl and profitability, Trainer, Wright
& Paterna is compitted Lo

» Provide high quality, cost-cffective acemmiting, tax, management advisory and
related services to present and prospective chents.

. Respond to the individoal needs of cach client,

L Upheld the ethical and professional standards of the profession.

» Provide an envivonment conducive 0 the maximum professional develfopment of
every member of the Firm.

o Contribute to the advancement of the profession through performance, immovation
and purticipation in professional societics and associations.

] Strive to improve the general puliic’s perception of pubic ncconating and enhance

the Firm's repuatation.

MELBERE OF AMERICA (USTITUTE DT CREATHNED PURLIC ACCOUNTANTS: DIVISIHN FOR CPA FIRME FRIVATR
COMPANIES PRAQTICE SEGCTHON » WHIGT WiSitaRa ARCEORIG SOCIETY OF CERTIRED PLRLE ACCGUNTANTS



I FIRM PROFILE {CONTENUED)
FIRM PHILOSOPHY

Webave as an gverriding olyjective the provision of high guakity awdit, acconnéing, tax and
management advisory services to ¢iients in the best professional manger, Our pariners and stafl
are expected to comply with this statement of philesophy in order to achieve that objective,

Professionaiism in the zecovnting professien means inteprity, ebicctivity, independence
where required, adherence to professional standards ard applcable laws and reguiations, and a
demonsirated will to maintain and mprove the gualdity of professional services and (0 withstand
al pressures, competitive and otherwise, 10 compromise on principies, standards and guality, In
thre field of puditing, particolarly, professionalism requires an uaderstanding of, ang dedication
to, the pubiic interest,

Trainer, Wright & Paterno demanpds inteprily, oixjectivity, competence, and due care from
alt of its personnel in the conduct of all of its engagements, whatever their natire, 'We demand
independence, in facl angd appearance, in all audit and other engagements where independence
is required by applicabie laws and reguiations and the requirements of owr professienal socictics,
We take steps to insure that personne assipned to engagenents, whatever theie nature, have the
professiongl and speciaiized knowledge required fo carry out Hieir responsibilities, recognizing
that supeyvisors and other reviewers and comsultants can complentent that keewledge,

Our firm s structured fo provide leadership In achieving high guality professional
performance white maintaining the cencept of individaal responsibility so necessary to clients and
1o the fpgividusls within the fiem. Trainer, Wright & Paterno has established policles aml
procedures that we helieve provide assurance that professional engagements are properly planned
and execuied and that decisions are based on the substance of isswes, not on form. Accouniing
standards canpol deal with alf possihile sitnations and we, 2t afl tmes, wree our clients to pdopt
accounting and reporting policies that we helleve are the most appropriate for there respective
circemstance.

ur policies and procedures provide for staff to consult on sigeificant matters with
designated partners of the Firm, whose opirtiens are to lxe songht on significant ethical, technical
and industry guestions, The policies and procedures we have esiablished aye designed to assure
that our clents receive the best professional services we can provide ard that in providing these
services we continizally keep in migd the peblic interest in our work, Onec Trainer, Wright &
Paterne undertakes @ client engagement, we bring al the ressurces {o that engagement necossary
in the cir¢emstances.

CLIENT RELATEONSHIPS

We valuze our reputation for guality services and believe that reputation is the basis on
which we attract nev clients and continge to build pur practice for the futnzre. The value 6f our
services is, to a farge degree, deperndent on the public perception of our integrity and ohjectivity.
IF the pubiic were to donbt our ntegrily or abjectlvity, or ouz competence or professiong] care
a5 3 result of our work for g given client, the value of our services to that cHent, to all other
clienis, and to the public at farge would be comprised.



1. FIRM PROFILE (CONTINUED)

Accordingly, fust as our clients are selective in their choice of CPA firms, Trainer, Wright
& Paterno is selective in secepting clients. Our responsibilities to existing chieitts and to the
pubiie, demard that we consider the appropriztencss of clicat refationships and that we carefully
congider the natuzre of services we are asked to provide, We then assess our ability to provide
those serviees fa a gualily mamner in conformity with alf relevand professionai standards, yel
assess the value and (ke timeliness of these services.

We are committed to rendering value for ovr fecs and believe our chieats shonld have a
reasopable basis for making that judgment for themseives. Accordingly, we careludiy eviluate
ti:e services we are asked Lo provide and the factors, sich as the pature of control systems and
procedures, that will affect the costs we expect to incer in providing sueh services Lefore we
inforin present and potential <Bents of the Fees we estimate those services will entail,

SERVICES PROVIDED

H the public zecounting profession, as a whele and Trainer, Wright & Paterne in
pariicnlar, are to meet the legitimate and changing needs of clients apd the public, arbizary
restrictions on the services provided are el appropriate. However, Trainer, Wright & Paterno,
as a matter of policy, will undertalke enly engagements that, we believe, we can perform with
competence, that will be useful to the clienis or fo appropriale third pariies, that will not impair our
independence In fact or appearance and that will help attract and relain the persennet we need 1o
provide the knowledge base essential to maintain our abilily to serve our clients and the public in
a professional manner, I evalnating proposed engagements, as well as the way we inform clients
and otiters of our capabiitics, we consider whether such engagements will Jessen puliic confidence
in our independence, integrity and ebjectivity in the performance of the engagement or in eur
commitnient to that fuacticn.

Trainer, Wright & Paterno provides a ful range of tax, audit, accounting, and
management advisory services, consistent with cthical and professional standards and regulatory
reguirensents in the United States and with the limitations imposed by our Firm's membership in
the AICPA Division for CPA Firms,

Ender the direction of expericneed tax professionals, Trainer, Wright & Paterna’s tax
department offers assistance in, but not lmited to, the following:

Consuiting and plapning business operations.

Complying with federal, state and local tax laws.

Admimisteriag income

GHU and estale tax plamyng

Commmaicating with the Internai Reverue Service on the clients hehalf,



1. FIRM PROFILE (CONTINUER}

It order to stay abreast of the tremendons number of 1ax changes, we devote 2 significant
amount of resonrces and time to continning professional education. Cur stalf frequently
atterrd seminars on specific tax topics and we often bring recopnixed speakers “in-house”
to myake preseniations on given subjects,

The Tax Department maintzins an extensive library of fax publications, incinding
natienally recogrized tax services and various other publicatfons. Emportant cerrent tax
information is cistitied and distributed among our professional staff to Keeyp them alert of
the changing tax envivonmiert, With this information available, ur team works with
clicnts in analyzing the possibie impact of any tax Tegislation upon their particular
financial affairs.

We kee)? our cliceis advised of tax changes in 2 number of ways. 'We provide chionts with
# year-end [ax plaaing brochure, and send special tax arnouncements when there are
specific changes in the tax law,

Attest 2nd Assurance Services

These are more commomly known as, auditisg angd accounting services and include
andited, reviewed and complled financial statements, as well as reviews of internal
accounting contrals, special porpose audits and agreed upon procedures engagements,

Trainer, Wright & Paterne’s anditiog and acconnting prefessional staff members attend
seminars thronghout the year to remain current on the evolving changes with the
accounting profession, Our auditing and acconnting department maintzins an extensive
library which includes the most recent puditing, review and compilation risk alerts issued
Iy the AICPA, most recent stetements of position and afl other puiding privciples.

The accounting and anditing department’s ¢hjcctive is to make financial reporting
nnderstandable and informative. We suppiement gur report on the firaiicial statements
with a management Jetter offering recommendations for a more cfficient operation,
stronger financial siractyre and dnproved internal accounting and administrative controls,
ofter resulting in cost savings.

Cur general seconnting services department provides acceunting ang bookkeeping services
for al types of businesses. In addition to maintaining general accoimting records, these
services mclude preparation of financisl statenends, payreils and rebated (ax reports, sakey
tax reluerns and varions other reguired reports.

Mapogenment Advisory Services
Trainer, Wright and Paterno offers assistance in the following managenent advisory

ayexs:

» Review and instaliation of accounting syslems
* Pelicies amtd Procedures Manuals

® Financizl forecasts and projections



I. FIRM PROFILE {CONTINUED}

Budpeting

Litigation support

Fraud Investigations

Business Valeation

Lomg-range planning

Acquisitions, mergers, liguidations and dispesitions

& ¢t S 0808

These services are often correlated with the Firm’s auditing, tax and acconnling services.
The nranagement advisory depariment assists cliemts in boprovisg efficlency amd
profitability, We umlertpke studies designed to provide a fresh viewpoint and an
objective evaluation in assisting or devefoping short and long-range pians for selving
preblems and creating more effective operating controls.  The management advisory
departrent assists chients in performing detaited finnncial analysis to ascertain efficiencies
and deficiencies whick eltimately help profital:iiity. In order to provide sach services, we
look at and assemble a team: from 21} resonrces throughout the firm focnsing on the
personrel’s expertise, Swuch diversified expertise enables vs te provide an understanding
and explanation to the client of the ramifications relating 1o each aspect of the entily.

Our management advisory department 2lso offers data processing services incliding the
following:

. Evpleation and instalfation of informaticn systems, incloding hardware ang
software

General fedper processing

Payroll

Accounts receivable tracking

Brepreciation

Jeb costing

. 3 808

Cver the past thirty pins years onr commitment has remgined the same, To provide
professional service, seund business judgement, and a thorough knowledge of Mnancial planning,
taxation, anditing, accounting, and management advisory services to our clents.

I, PRIOR AUDITING EXPERIENCE

Car firm's experience in awditing Component Units of the State of West Virginia and sten-
profit orpanizations with federal and state grant awards doring the past three yrars totals
approsimately 4,580 honrs avanally. We have audiled compeonent uxnits, commuunity action
agencies, workEoree investment boards, churches, health cave facilities, various other agencies
desigred to provide assistance to the elderly and low income people and various ofker ron-profit
organizations. Wehave vast experience in anditing component units of the State of West Vieginia
and governmental programs o accordance with Stendards for Awdit of Governmental
Organizafions, Programs, Activities and Functions issued by the Compiroller General of the United
States, the Single Audit Act of 1984, ang the varipus Ofice of Management ang Budget (OMB)
Cirenlars {A-1106; A-122; and A-133} and the State of West Virginta Procedures Manel.



1. PRIOR AUDITING EXPERIENCE {CONTINUED)

A partial list of the masny health care and nen-profit organizations which we have
gerformed anditing services for ave as folfows:

Prier Experience Auditing Component Units of the State of West Virginia

State of West Virginda, Department
Of Administration, Public Befender
Services Mr. John A. Redgers 558-3905
Building 3, Roum 3306
1900 Kanawha Boulevard, East
Charleston, WY 25305-6730

West Virginia Poblic

Broadcasiing Mr. Michael Meador 284-7842
124 Industrial Park Drive Ms. Tamnzy Freadway

Beaver, WV 23813

Marshall Universily Athietic

Bepariment Mr. Bavid Steele 096.2483
.0, Box 1360

Huntington, WV 25715-13460

Prior Experience Auditing Federal and State Government Funded Non-Profit Entities

Sevth Western Workforce Invesiment

Hoard - Region 2 Ms. Lisa Thornburg 4295500
2699 Park Avenue, Suite 210
Huntington, WV 25704

West Virginia Region ¢ Workiorce
Investment Board, Inc. Me. Barbara Dedary 368-9530
196-162 Adams Street, Suite 140
Fairmont, WV 26554
WVSC Metro Area Agency on
Aging, Inc. M. James Recco 755-2385
P. ), Box 518
Tastitnte, WV 25112

Mason County Actior Grovp, Ine,  Mrs. Gene Salem 675-2360
P.O. Box 12
1. Pleasant, WV 25550

Wayne Coundy Community

Service Organization, Ing. Mrs. Roge Meredith 2TE-86E0
PO Box 276

Wayne, WV 2557



i, PRIOR AUDITING EXPERIENCE (CONTINUED)

Prior Experience Auditing Federzl and State Governmen! Funded Non-Profit
Ensities(Continneed)

Kanawha Valicy Senior

Services, Inc. Mr. Svoft MoChinohan 3486432
2428 Kanawha Blvd, East Mr. Leou Harrison

Charleston, WV 25311

Jackson County Commission

on Aging, Inc. Ms. Amanda Hanna 3722466
PO, Box 617

Ripley, WV 25271

Putnam County Aping

Frogram, Inc. Mz. Clinton Beaver 755.2385
PO Box 330

Scott Depot, WY 25360

Minge Community Action

Partnership, Inc. Mr. Tim Cram 235-171
P.Q. Box 1480

Whilinmsen, West Virginia 25661

Putnap Ceunty Conmmensty

Action Program, Inc. Ms. Pawn Bennelt 760-0680
P.5), Box 622

Teays, West Virginia 25569

Ebenczer Medical Chedreach, Inc. Ms. Yvonne Jones 5250753
1448 Tenth Avenne
Huatington, WV 25701

Other Non-Profit Organirations

Big Brothers/Big Sisters of the Mrs. Patty Price 522-219
Tri-State

561 Fifih Avenue

Huntington, WV 25701

The Larry Joe Harless Community  Mr. James H. “Back” 664-2500
Center Foundation, Inc. Harless, oz
P.Q). Box 1987 Mr. James Thorrburg

Gilhert, WV 25621

Kiwanis Day Nurscry Mrs. Paity Nelson 525-§761
T Wesl Fourth Avenue
Funtington, WV 25704



II. PRIOR AUDITING EXPERIENCE (CONTINUED}
Other Non-Profit Qrganizations (Continned)

Cabell-Wayne Asseciation of

the Biind, Inc. Mr. Paul Stone 522-0%93
38 Washington Avenue

Huntinglos, WV 25701

United Way of the River Ms. Janice Leonard 523-5929
ities, Inc,

PO, Box 2416

Huntingtor, WV 25726

Hospital Hospitakity Heuse

of Hunlington, inc, Ms. Jo Fannin 522-1832
%01 S8, Seauton

Hogtington, WV 25702

Big Green Scholayship

Foundation, Inc, Mr, Bavid Stecle 6962483
P.Q). Box 1360

Huatington, WV 25715-1368)

Qur frm has provided 2 number of other services for varicus nonr-profit orpanizations
inchading: Accounting system survey certifications for grant applications, conducting seminars,
preparing accounting polictes and procedures mannals, preparing propesals regarding indirect
cost alfocation systems, and providing assistance in selecting competer equipment ang software,
as well as, implementtation.

EE QUALIFICATIONS OF PROPOSED PERSONNEL
Following are the professional staff which wonid be performing the engagement, The

prrsorl resiemes of these individuals have Been incladed to iBusirate their gualifications and
experience,

Mark A. Morgan, CPA Member, Director of Attest & Assarance
Funetions

Todd M, Williams, CPA Member, DBivector of Litigation &
Management Services

Tim P. Seott, CPA Manager

Beity M. Rowe, CPA Senior Accountant

Angels Shockley Stafl Acconatant

Misty Gregg Staff Accountant



11 QUALIFICATIONS OF PROPOSED PERSONNEL (CONTINULD)

Criteriz for advancement with Trainer, Wright & Paterno include years of experivace,
successful compietion of the Uniorm Certified Public Accountant examination and other
fretors, Anr associale moest suceessTudly pass the CPA examination to alfain the position of
supervisor and above. The persennet proposed for use in performance of his engagement are
highly motivated, enerpetic, creative and possess vavious technical skills as evident by their
credentials deseribied in the attached resunes.

Maragemend structure and engagement supervision of Trainer, Wright & Paturnoe is
accompiished by ¢lose communication between the various levels of personuel. The member is
responsible for engagement administratien, final workpaper review and approval of the final
product. The ficld work of an engagement i5 ender the constand supervision of the Birector
and/or the manager. They are responsible for planniog and administration of field work and
tntal coordination of the engagement inchuding supervision of staff, review of workpapers, and
to Keep the engagement membir aware of ail areas of the engegement,  Stafl
awditorsfacconniants, sader the supervision of the Director, are given assipnments of tesiing,
reconcitiation, vonching and variows aother tasks as assigned. The second member is responsible
for a¥ technicnl review’s or secandary review of the engagemen!, in order to make sure the
firaneial staternents are presented in accordance with professienal stantdards.

In accordance with our membersiips in the West Virginie Society of Certified Public
Acconatants and American Institete of Cevtified Poblic Acconntants, our peesoniel are reguired
1o complete forty, (40), hoewrs of eontinuing professionai education each year,

Al personnel have met the annual requirement of 40 hours of continuing professioaal
education,

AH CPA's of Trainer, Wright & Paterno hove compifed with the statutes of the State ¢f
West Virginia for the regulation of the practice of public aeconating and with the reguizements
preseribed by the West Virghsa Board of Accountancy and ihe American Institute of Certified
Fublic Accountants,

Following is 2 briel summary of the experience and resumes of our sudil personpe
assigued 1o this engagement.
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PERSONAIL RESUME

Mark A, Morgan, CPA

Member

P.0. Box 2008

Huntington, West Virginin 25726

EDUCATION: Marshak University, Buntinglon, West Virginia
Graduate 1996
Degren: Bachelor of Business Adnsinistration
Major - Accounting

EMPLOYMENT: Feainer, Wright & Paterno
Certified Poblic Acconptlants
July 1957 - Present
Position - Dipector of Altest & Assurance Functions

EXPERIENCE: Eight years on Frafner, Wright & Paterno's staff
Participated in audits:
Carporations
Limited Partrerships
Empioyee Benefit Plans
Component Units of the State of West Virginia
Governmental Funded Program Audits
State, County and Municipal Governmental Audit
Health Clinies
Non-prodit Organizations
Conseliant - Mid-Iowa Community Action, Inc. -
National Services Pivision
Pexform assessments and consuiting on commanmity
sction programs thal are in peed of crisis
intervention

OTHER: Certified Public Accountant
State of West Virginin
Certificate No. 4251

Professional Memberships:
American Institute of Certificd Pablie Accountants
Association of Certified Fraud Examiners
West  Virginia Soclety of Certified Puldic
Accountants
Huatingten Chapter of West Virginia Society of
Certified Public Avcountants
Ohic Valley Accountaats Association

MEMEERS OF AMERICAN INGTITIFTE OF CERTIMES PUELIC AGCOUNTANTS: BRVIRION I DR PRl FIATE
COMPANIES PRAGTICE BRCTION « WEST WiRdEA ARG BOTICTY DF COATIFHG PUBLIC ACCQUNIANYS



Mark A. Morgan, CPA - Member {Continned}
West Virginia CPA Certificate No. 4251

Professional Activities:
Board Member - Huptingion Chapter of West
Virginia Sccicty of Certified Peblic Acconntants
Member of “Careers in Accounting™ Project
Greyp through the West Yirginia Society of
Certified Pablic Accountarts

CONTINUING PROFESSIONAL

EDUCATION:
Current compliance with the West Virginia Siate Soclety
of Certified Poblic Acceuntants coptinuing professional
cducalion réquirements with over 46 hours CPE in the iast
year.

With cight years on the andit stzff of Trainer, Wright & Paterno, Mr. Morgan has extensive
experience audiling Component urits of tie State of West Vieginia and governexent funded pot
for profit corperations.

As p conseltart with MICA, Mr. Morgan has reviewed agencics thal have had significant
accounting prebiems and are seeking ntervention from experts within their respective ficlds.
He has provided technical assistance in the areas of accounting principles, internal controls,
gecounfing system sebup, compliance of federal and state grants, and seund dasiness practices,
as well as provided an vnderstanding of the roles and responsibilities of management and the
board of directors relating to the financial responsibikities of cach individnal or grovp of
individuals.

Speaker and instructor of various seminars refafing {o adcoanting and taxation issues of not-for-
profit organizations and (he roles angd responsibitities of not-for-profit hoard of directors,
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p CerTiFED PueLie ACCOUNTANTS

Todd M. Williams, CPA, CVA
Member

P.O. Box 2608

Huniington, West Virginia 25726

EDUHCATION:

EMPLOYMENT:

OTHER:

MEMBERSHIPS:

CONTINUING PROFESSIONAL
EDUCATION:

Fax;

3, Box 2608
HUnMHNGTH, WV 25728

S BT TR
F-5ET-1OBY

PERSONAL RESIIME AN, TRARER WA GHT. DO M

Bethany College, Bethany, West Virginia
Gradnate May 1994

Degree: Bachelor of Arts

Majer - Accounting

Miror - Economics

Trainer, Wright & Paterno

Certiflied Public Acconntands

January 1908 - Present

Dufics Fnchede:  Participating in the planeting ang
preparation of Govermmer! Funded Programs
Apdits, and Component Usits of fhe State of West
Virginia Other Non-ProfH Audits and Small
Business Audits; Participating in the planning ang
prepavation of Imployee Benefit Plan Audils;
Participating in the planning and preparation of
Smak Business Audits; and Preparing varions tax
retirns  incleding  Form 996 Return  of
Organizations Exempt from Income Fax and Form
5560 Anneal Retern/Report of Employee Benefits.

Wailace, Harris & Sims
Attorneys at Eaw
Augest 1994 - December 1997

Cerfified Public Accountant
State of West Virginia
Clerdificate No, 4271

American Institute of Certified Public Accountants

West Virginia Sochety of Certified Public Acconntants
Hunrtington Chapter of West Virginia Socicty of
Certified Peblic Accountants

Ohio Valey Acceuntants Association

Asseciation of Certified Valualion Analyst

Complied with the West Virginia Seciety's CPE
requirernents including i6 hours in no-profit, local and
governmental auditing.

MEMEERS QF AMERICAN SMSTITUTE 0N CIRTIRER FUOLIC AGRGUNTANTS: BRVIRCH FOR CRG PHHAE FRIIVATE
COMPARIES ARACTICE SECTION « WEST ViIRGIRIA Ak [ SGEAEYY §F GERTIFED FUBLIC ATCOUHTANTS



Todd M. Wilkams, CPA, CVA - Member {Continued)
West Virginia CPA Certificate No, 4271

With over eight years experience on the Trainer, Wright & Paterno audht staff, Mr. Wilkians
hias assisted on numerous audil engagements including Component Units of the State of West
Virpinia and net-for-prefit organizations.

Mr. Williams i5 alse designated as the technical reviewer For all andit engagements.
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p CERTIFIED PUBLIC ACCOUNTANTS

Timothy P. Scolt, CPA

Manageyr

PO, Box 2608

Hentington, West Virginia 25724

EDUCATION:

EMPLOYMENT:

EXPERIENCE:

CONTINUING PROFESSIONAL
EDUCATION:

QOTHER:

PERSONAL RESUME

Marshall University, Huntington, WV

Graduate 1989

Degree: Backelor of Business Administeation
Major -~ Accounting

Fairiand High School, Proctorviile, Ol
Geaduate 1983

Trainer, Wright & Paterno
Certiffed Pubkic Accountants
March, 1991 ~ Present
Position:  Manager

Thirteen years of Pablic Accounting
Participated in audits of:

RO, Dow SH0E3
Hunymzror, WY 26726
A0A -BOT-THRT

P AG4-6RT-TO8T

W s Heb F G Y 0

Componeat Enits of the State of West Virginia

Not-for-Profit Organizations
Private Cerporations, and Employee
Benefit Plans

Current compliance with the West Virginin State
Soclety of Certified Pablic Accountants contining
professional educaticn reguirenents with 40 phis
hours in the past year, including 16 heurs in local and

goverpmental auditing.

Cerlilicg Puliic Accountant
State of West Virginia
Certificnie No. 2941

State of Ohio

Certilioaie No, 30,359

With over ten yemrs expericnce al Frainer, Wright & Paterro. Mr. Sceit has assisted on
maneroirs audit engagement inchuding Component Enits of the State of West Virginia and not-

for-profit organizations.

RAEMBERS TR AMERIGAN dHETITLTE OF CERTIFED FLRLIC ACCGLNTANTS: DIMHON FR CP FIRIAG PRIVATE,
COMPANIGE PRAGHGT SECTION « IWESY VITRHINIA b0 SOGIETY OF CEATIRRD PUGLIC ACCORNTANTS



W TRaINER, WRIGHT & PATERNO
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Betty M, Rowe, CPA

Senior Accounfant

P.Q). Box 2608

Huatington, West Virginia 25726

EDUCATION:

EMPLOYMENT:

EXPERIENCE:

OTHER:

P CERTIFIED PusLIC ACCOUNTANTS

PERSONAL RESUME

Marshalt Universily, Hendington, West Yirginia
Gradoate 2001

Degree: Bachelor ¢f Busipess Adminisiration
Major - Accounting

Trainer, Wright & Paterno
Certified Pubiic Accountants
January 2003 - Present
Pogition - Sendor Accountant

PriceWaterhouse Coopers
Position - Staff Acceuntant

Owver three years on Trainer, Wright & Paterno's staffl
and seven months on PriceWaterhouse Coopers staff
Pariicipated in andits:

Corporations

Eimited Parinerships

Employee Benefit Plans

Comporent Units of the State of West Virginia
State of Ohio

Governmenial Funded Program Aodits

Fearlth Cinics

Nog-profit Organization

Certified Public Accountastl
State of Ohio
Ceritfionte No. 63334

Professional Memberships:

American Institute of Certificg Public Accountants
Association of Certified Fraud Examiners

Woest Virginiz Sociely of Certified Pablic Acconntants
Ohio Society of Certified Public Accovitants
Hentington Chapter of West Virginia Secicty of
Certified Publc Acecuntants

MEMBERS OF AMERICAH INITITUTE OF Gmﬁﬁﬁﬂfxﬁ G ACOLINTENTS: {IVEICN TOR CFA RRME PRIvATE
COMPARIES FTACTIOR SECTION = WESY RN Al

HIG SREITTY GF CERTIMED PUTLIG ACCOURTANTS

2808 1370 STAELT

P.G. Box 2600
Himatenran, WY 25726
304597 TORE

FANX: 304-897. 7087
W YAIRE R RIG I TS0



Beity M. Rowe, CPA (Continued)
Ohio Certificate No. 63336

CONTINUING PROFISSHONAL

ADUCATION: Current comphiance with the Ohin State Sociely of
Certificd Public Accountanis continuing professiotal
cduncation reguirements with 40 heurs CPE in the Jast
year.

it
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p CERTIFIED PUBLIC ACCOUNTANTS
PERSONAL RESENE
Angela T. Sheekley
SeadT Aceountant

P.Q. Box 2608
Huntingion, West Virginia 25726

EDUCATION:

EMPLOYMENT:

EXPERIJENCE:

Marshall University, Hunlinglon, West Vieginia
Graduate 2800

Begree: Bachelor of Business Administration
Major - Accounting

Frainer, Wright & Paterno
Certified Public Acconntants
Fehruary 2006 - Present
Pasition - Staff Auditor

St. Mary's Medical Center, Inc.
Qctober 2601 - February 206
Pasition - Staff Accoundant

Haylich & Steinberg, CPA’s
Novembier 19992 - October 204K
Pasition - Staff Accountant

Two years on Hayflich 8 Steinherg health care staff
and currently a member of Trainer, Wright & Paterno
axdit staff; participating s audits of

For-profit Corporations

Non-profit Organizations

Employee Benefit Plang

Acute Care Hospitals and Health Chnics

Governmental Fended Program Andits

Limited Partierships

White employed by Hayflich & Steinberg, also performed desk reviews of Medicaid cost reports
of long-term care facilities for the State of Ohio, desk reviews of Medicare cost reports of renal
dialysis faviities for the State of Maryland, and complieted Medicare and Medicaid cost reports
and related {ilings for healthicare eliends.

LERBERS OF AMERCAR {NETITUTE OF CERTIMER PURLAG AGCOUNTANTE: DIVEIGHN FOR GRA FIRMT PRINATE
COMPAIRES PRACTICE SECTION » WEST VIRGRIA AND PRI BOCIETY OF CRRTIRED PLHLID ACGOUNTANTS

2498 13710 SrapeT

PO, RBox 3608
Hunraagreas, YWY 257086
F04-89T-TO0E

FA: Q0557 CTOET
VAL TRA AT RIG T, O



Avgela T, Shoclkiey - Staffl Accountait {Continved)

While employed by 5t. Mary's Medical Center, completed the fifing of the Medicare and
Medicaid cost reperts for both West Virginia and Ohio, completed tax returms for general
parinerskips, for-profit corporations, and non-profit corporations, assisted in the filing of the
Einiforsm Financial Report as reguired by the West Virginia Health Care Aathority, and
completed monthly write-up work and financial statements for muoitiple entifies,

18



W TrRAINER, WRiGHT & PATERNO 230 1o Svoger

R0 | =1

P Rox 2008

P CERTIFIED PusLic ACCOUNTANTS Husstston, WY 25756
304 -GAT-TORA

FAX: B04GHF-TAAT

WA TRANERVIRSGHT.COM

PERSONAL RESUME
Misty L. Gregg
Staif Accountant
P.O, Boy 2608
Huntington, West Virginia 25726
EDUCATION: Marshall Unkversity, Huntington, West Virginia
Graduate 2006

Degree: Bachelor of Business Administration
Major - Accounting
Minar - Economics, Interrationgl Affairs

EMPLOYMENT: Trainer, Wright & Paterno
Certificd Pubiic Aceountapts
Qctoher 2005 - Present
Position « Siaff Lccountant

EXPERIANCE: ‘While on staff at on Traier, Wright & Paterno,
parlicipated in andits of:
Corperations
Limited Parineeships
Governmental Funded Program: Audits
Health Chinics
Nen-profit Organization

OTHER: Professional Memborships:
West Virginin Society of Certified Pablic Accountants

CONTINUING PROFESSIONAL
EDUCATION: Continuing professions] education requirements with 20
houwrs CPE In fhe prior year,

MERBERS OF AWERIGAN INSHTUTE OF CEATIFER mnhig; ATCTUNTANTL {IVEIDN POR CRA FIRhS fRAALE
LONFANES FRACTICE SECTRIN » WHSY WVIRG:RIA AM ) SHCHTY OF GEATIFED PUMG ALCOUNTANTS



V. AUBFT PLAN AND UNDERSTANDING OF WORK TO BE PERTORMED

Phitosophy

Fie main ohjective of the andit precess with respect 10 governmentally forded not-for-profit
cntities is to  express en opinion on the fair presentation of the financiel position of the
Lottery Commiission and the results of its operations. It 1akes a collaborative effort between
the extcrnal auditor, the State of West Virgina, Lottery Commission’s staff apd individuals
of the respective circaits staff and or external accountant to achicve a system of precedures
and coptrols that assures accountability of the funds white maximizing the use of available
Lottery Comnission’s Teseurees,

Major goals that wifl giride our approach to the of the West Virginia, Lottery Commission’s
audit are as follows:

Planning - We will place major exnphasis on pre-aundit engagemend planning, Affer
gur pre-andit conference, we will know exactly what to expeet Hom individual
circuits stalf and they will know exactly what (o cxpect from us. At this meeting we
will determine scheduies that fhe civenits stafl. will prepare, the date the scheduoles
will be due, and the date that the final feldwork wiil hegin.

Risk Assessment - Our engagement team’s experiettce with not-for-profii
organizations is invaluable when it comes te risk assessment. The vastly different
type of services requires o different approach than would be taken with traditional
business.,

Tining - The andit ficldwork wenld be scheduled to begin in August after the beoks
are closed. 'We will issue are drafl reports by Augnst 31, 2606 to the Commission and
by Septemiber 15, 200 to the State of West Virginiz and our final reports by Octeber
13, 2G06. Qur goal is to come in, get the job done, and wrap things up as guickly
and as efficiently as pessible. However, we will complete the engagement in
necordance with your timze table,

Auditors’ Reports

In accordance with Professional Auditing Standards, we wiil issue the folowing reports:

I. Opinion on the general-purpose fnancial siatement.

2. Opinion on Bnancial reporting over internid controf and other matters in accordance
with Government Auditing Standards.

1If we becomne aware of any frands, irregalarities or illegal acts, we shall make irmmediate
written nodification to the excoutive director and board ehairperson.
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Y, AUDIT PLAN AND UNDERSTANDING OF WORK TO BE PERFORMED (CONTINUED)

In order to recomplish onr andit ohjectives in the most effective and meoninglul manner
pessiiie, our team will emaploy a risk-based systems evaluation approach to auditing,

A, Planning

Upos notification that our proposal has heen accepted, we will begin developing the necessary
audit working papers ard audit programs to be used,

i

&

Dacumertt pur wrderstanding of your operoting environment

Our eupagement wilk begin by doeumenting our understanding of your operating
envirpument, We will mmeet with the finance office and other departments where
financial transactions cither originate or are processed and review Emporiapt
information about yeur confrol chviremmeont, accounting system, aad control
procedures.  To help os identify complex and contentious accounling isswes in
advance, we wilt first condnet a preliminary analytical review,

Coniduct Planning Meeting

We will conduct an initial plaming meeting with the Lottery Cemmission’s
managerment. Fhe agends wounlkd include, bt nol be Emited to:

Accounting pringiples

Any Lottery Commission’s stafl concerns

Enitial aedil approach and dates

Assistarce by the Lottery Commission’s personnel
Initial audi concerns

Progress reportieg process

& & & 4 o N

Baring this meeting, we will also discuss any format changes to the Financial
statements.

Review the Data Processing System

Becanse of Hs hnportance to the Lottery Commission's soconnting systems aud the
internal controls, our information techunlogy team member is a compoter confrols
specialist who will conduct a review of the date processing systems in order o provide
s with 2 complefe understanding of ow the systems work and to determine the
potential impact of general control sirengths and wealesses. Major emphasis of this
review will Be to ensure that the computer systems operate efficiently,
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IV. AUDIT PLAN AND UNDERSTANDING OF WORK TO BE PERFORMED {CONTINUED)

4.

Conduct an Analyiical Review

One of the meost inefficient ways to conduct an audit is to spend significant Sme
examining transactions that have little or no Importance to the financial sipiements
as a whole or which represent minimal risk. We will perform o preliminary analytic
review to apalyze the financiai statements For unusual trends and resuls and to
identify in advance the high awdit risk areas. Extended audit procedures ave then
focused on the areas of vnusual results or potential andit risk,

Hentify Major Areas or Audit Risk and Deftne Major Ohfectives

Based or our wnderstanding of $he eperating eavironment, the general purpose
Financial statenint format, apd our analytical review, we will identify areas in which
to emphasize the andit effort. We will define the objectives for the amdit,
concerttraling on the identified arcas of aundit concern that are important ko fie
Lollery Commission’s,

Undersueed the Contral Environment and Yest Key Controfy

We will perform a review of the internal condrel decumentation, focuskrg on
formulating comments and suggestions for improving operations, Our basic
decumentation techunigue is to use a discussion memorapdem format fhat documents
accounding cycles end processes from start to finish. We will alse cemplete
guesticnnaires to {urther document an nnderstanding of the Lottery Commission®s,
internal controls where appropriate. Three key steps are included in the systems
evafuption:

Review intornal condrols
Review administrative controls
¢ Identiy controf strengths and weaktresses

Assessment of the Risk of Frand (SAS 99)

A new frawkd audit stondard, Statement of Auditing Standard No. 99 “Consideration
of Fraud in 2 Firapcial Statement Audit” effective for andits of periods bepinpiog on
or after Pecember 15, 2002, was issued by the Anditing Standords Board. This
standard requires aunditors to docnment fraud rigk facters that relate to the
nisappropriation of assets and fravddent financial reporting and to desipn and
perform: additional procednres if deemed necessary based on the risk factors present,
Cher documentation of these risk factors is nceomplished through discussions with key
persontiel during the plapning stages of the audit. The poal of this discussion is to
identify arcas of risk, inguire as to your kpowledge of any eccurrence of frand and
te inquire or any areas where you may have a concern,
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IV. AUDIT PLAN AND UNDERSTANDING OF WORK TO BE PERFORMED (CONTINUER)
B. Testing
Samplireg

The team's approach to sampling will he dictated by a risk-hased approack to
evaluating a trausaction balance or class, For example, we will penerally stratify our
sample in order to focus en the high dollar transactions while at the same {ime
maintaining proper coverage over the bajance of the population, Random samples
are taken whenever possible. We will utHize statistical sampling methods when we
Befieve that thelr wsage will result in more efficient and effective testing. Our team
beleves that statistical section techmigues ace one of many audit tools to cheose From,
and their use should be Emited o those instances where they result in fhe most
efficient and effective testing of an acconnt balance,

C. Reporiing
Deadities
We will schedule ficldwork in advance and shali be prepared to render our opittion
om the financial statements it DPRAFT form no later than Avgust 31, 2006 and our
fieal opinion no later than Qotober 13, 2006,
We will also issue all quantitics of reports as outlined in the RFP,

The estimated time reqeivement of personnel proposed to be utifized during the enpagement
are as foilows:

Mark A. Morgar, CPA - Member, Birector of

Atltest & Assurance Funotions 5
Todd M. Williams, €FA - Member, Technical
Review z5
Tim P. Scott, CPA - Manager 25
Belty M. Rowe, CPA - Senior Acconatand 75
Angela Shockley - Staff Accountant 65
Misty Grregg - Staff Accountant as
TOTAL HOURS 340

|

The Firm's plan for perfermance ¢f ihe proposed contraets incorporates the members'
and staffy' experience, AICPA professional standards and GAO statements.

At the comelusion of enr andits we will hold a conference with the Lottery Commission
representatives to discuss all matters relevant to the Organtzation’s internal contre} and compliance,
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IV. AUDIT PEAN AND UNDERSTANDING OF WORK TO BE PERFORMED {CONTINUED}
We have enclosed eur price propesal in a separate seated envelope.
We are sensifive to cost confrol and have always worked diligently to minimize our fees,
while reainfaining high, quality standards. ¥eis important 1o consider the qualifications of the firm,
our expirience and the total fee in selecting a professional firan Finally, we would Bhe to emphasize

that we are mterested in long-lerm relationships with cor clients ard we perform our tasks
seeordingly.

Very fruly yours,

TRAINER, WRIGHT & PATERNO
af ngan
k A. Morgan

Certified Puliiic Acconntant

MAM:Bne



