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Kodi ak |sl and Borough
REQUEST FOR PROPOSALS

I NTRODUCTI ON

A

Ceneral Information

The Kodi ak Island Borough is requesting proposals fromaqualified firnms of
certified public accountants to audit its financial statements for the
fiscal year ending June 30, 1995, with the option of auditing its
financial statenents for each of the four subsequent fiscal years. These
audits are to be performed in accordance with generally accepted auditing
standards, the standards set forth for financial audits in the General
Accounting Ofice's (GAO Governnent Auditing Standards (1988), the
provisions of the federal Single Audit Act of 1984 and U S. Ofice of
Managenment and Budget (OVB) Circular A-128, Audits of State and Local
Governnent s

There is no expressed or inplied obligation for the Kodiak Island Borough
to reinmburse responding firns for any expenses incurred in preparing
proposal s in response to this request.

A preproposal conference for all the firms interested in subnmtting a
proposal will be held at 1: 00 on March 17, 1995, at 710 MI| Bay Road
(the Borough Building) in Room 121 to answer questions about the
engagenent. After this preproposal conference, any inquiries concerning
the request for proposals should be addressed to Karleton G Short. Al
interested audit firns will be provided with a copy of the minutes of the
preproposal conference by March 27, 1995.

To be considered, twelve copies of a proposal nust be received by
Karleton G Short at 710 MI| Bay Road by 5:00 on April 10, 1995. The
Kodi ak 1sland Borough reserves the right to reject any or all proposals
submitted.

Proposal s submitted will be evaluated by a three nenber Audit Conmittee
sel ected by the Kodiak Island Borough Assenbly, consisting of Karleton
Short, Finance Director, Kodiak |sland Borough, Jocelyn Zw efel hof er,
Busi ness Manager, Kodi ak Island Borough School District, and Mary Mink,
Fi nance Director, Kodiak Island Hospital.

During the eval uation process, the Audit Conmittee and the Kodi ak |Isl and
Borough reserve the right, where it nay serve the Kodiak |sland Borough's
best interest, to request additional information or clarifications from
proposers, or to allow corrections of errors or onmissions. At the

di scretion of the Kodiak |sland Borough or the Audit Committee, firns
submitting proposals nmay be requested to nake oral presentations as part
of the eval uation process.

The Kodi ak Island Borough reserves the right to retain all proposals
subnmitted and to use any ideas in a proposal regardl ess of whether that
proposal is selected. Subm ssion of a proposal indicates acceptance by
the firmof the conditions contained in this request for proposals,

unl ess clearly and specifically noted in the proposal subnmitted and
confirnmed in the contract between the Kodiak |sland Borough and the firm
sel ect ed.

It is anticipated the selection of a firmwll be conpleted by April 20,
1995. Following the notification of the selected firm it is expected a
contract will be executed between both parties by May 4, 1995.

Ter m of Engagenent

A five-year contract is contenpl ated, subject to the annual review and
recommendation of the Audit Committee, the satisfactory negotiation of
terms (including a price acceptable to both the Kodiak |Island Borough and
the selected firm, the concurrence of the Kodiak |sland Borough
Assenbly, and the annual availability of an appropriation.



NATURE OF SERVI CES REQUI RED

A

Cener al

The Kodi ak Island Borough is soliciting the services of qualified firns
of certified public accountants to audit its financial statenents for the
fiscal year ending June 30, 1995, with the option to audit the Kodiak

I sl and Borough's financial statenents for each of the four subsequent
fiscal years. These audits are to be perforned in accordance with the
provisions contained in this request for proposals.

Scope of Wirk to be Perforned

The Kodi ak Isl and Borough desires the auditor to express an opinion on
the fair presentation of its general purpose financial statements in
conformity with generally accepted accounting principles.

The auditor is not required to audit the conbining and individual fund
and account group financial statenments and supporting schedul es.

However, the auditor is to provide an "in-relation-to" report on the
conbi ning and individual fund financial statements and supporting
schedul es based on the auditing procedures applied during the audit of
the general purpose financial statements. The auditor is not required to
audit the statistical section of the report.

The auditor is not required to audit the schedule of federal financia
assi stance. However, the auditor is to provide an "in-relation-to"
report on that schedul e based on the auditing procedures applied during
the audit of the financial statenents.

Audi ting Standards To Be Fol | owed

To neet the requirenents of this request for proposals, the audit shal
be perforned in accordance with generally accepted auditing standards as
set forth by the American Institute of Certified Public Accountants, the
standards for financial audits set forth in the U S. General Accounting
Ofice's Governnment Auditing Standards (1988), the provisions of the
Single Audit Act of 1984 and the provisions of U S. Ofice of Management
and Budget (OWB) Circular A-128, Audits of State and Local CGovernnents.

Reports to be Issued

Fol | owi ng the conpletion of the audit of the fiscal year's financia

statenents, the auditor shall issue:

1. A report on the fair presentation of the financial statenments in
conformity with generally accepted accounting principles.

2. A report on the internal control structure based on the auditors
under st andi ng of the control structure and assessnent of contro
risk.

3. A report on conpliance with applicable |aws and regul ati ons.

4. The Hospital requires a Medicare Cost report. This report nust

be conpl eted by August 11.

The following reports relating to Federal financial assistance:

1. An "in-relation-to" report on the schedul e of federal financial
assi st ance.

2. A report on the internal control structure used in admnistering
federal financial assistance prograns (this report may be conbi ned
with report number 2).

3. A report on conpliance with specific requirements applicable to
maj or federal financial assistance prograns.



4. A report on conpliance with specific requirenments applicable to
non-maj or federal financial assistance prograns (this report may
be conbined with report nunber 6).

5. A report on conpliance with general requirenents for both major
and non-naj or federal financial assistance prograns.

The following reports relating to State financial assistance:

1. An "in-relation-to" report on the schedule of state financi al
assi st ance.

2. A report on the internal control structure used in admnistering
state financial assistance prograns (this report may be conbi ned
with report number 2).

3. A report on conpliance with specific requirements applicable to
maj or state financial assistance prograns.

4. A report on conpliance with specific requirements applicable to
non-maj or state financial assistance prograns (this report may be
conbined with report nunber 3).

5. A report on conpliance with general requirenents for both major
and non-maj or state financial assistance prograns.

In the required report[s] on internal controls, the auditor shall conmunicate
any reportable conditions found during the audit. A reportable condition shal
be defined as a significant deficiency in the design or operation of the
internal control structure, which could adversely affect the organization's
ability to record, process, sumuarize, and report financial data consistent with
the assertions of managenment in the financial statenents.

Reportabl e conditions that are also material weaknesses shall be identified as
such in the report.

Non-reportabl e conditions discovered by the auditors shall be reported in a
separate letter to nmanagenent, which shall be referred to in the report[s] on
internal controls.

The report on conpliance shall include all material instances of nonconpliance
Al'l nonmaterial instances of nonconpliance shall be reported in a separate
managenent |etter, which shall be referred to in the report on conpliance

Irreqularities and illegal acts. Auditors shall be required to nake an
imediate, witten report of all irregularities and illegal acts or indications
of illegal acts of which they becone aware to the follow ng parties:

Jerome M Sel by, Borough Mayor
Bruce Johnson, KIBSD Superi ntendent
Ed Myers, Hospital Adm nistrator
Audit Committee

Reporting to the audit comrittee. Auditors shall assure thenselves that the
Kodi ak Island Borough's audit conmttee is informed of each of the follow ng:

1. The auditor's responsibility under generally accepted auditing
st andar ds

2. Signi ficant accounting policies

3. Managenent judgnments and accounting estimates

4. Si gni ficant audit adjustments

5. O her information in documents containing audited financi al

statenents



Di sagreenments wi th managenent
Managenent consultation with other accountants

Maj or issues discussed with nmanagenment prior to retention

© ® N ©

Difficulties encountered in performng the audit
E. Speci al Consi derati ons

1. The financial statenents of the Kodi ak |sland Borough School
District and Kodi ak |sland Hospital are both included as conponent
units of the financial statenents of the Kodiak Island Borough.
This RFP does include audits and reports of these two conmponent
units the sanme as the Kodi ak |sland Borough, except where they are
specifically identified as being different in other parts of this
RFP.

2. The Kodi ak |sland Borough will send its Conprehensive Annual
Fi nanci al Report to the Government Finance O ficers Association of
the United States and Canada for reviewin their Certificate of
Achi evenent for Excellence in Financial Reporting program It is
anticipated that the auditor will be required to provide speci al
assi stance to the Kodi ak |sland Borough to nmeet the requirenments
of that program

3. The Kodi ak |sland Borough currently anticipates it will prepare
one or nore official statements in connection with the sale of
debt securities which will contain the general purpose financial
statenents and the auditor's report thereon. The auditor shall be
required, if requested by the fiscal advisor and/or the
underwiter, to issue a "consent and citation of expertise" as the
audi tor and any necessary "confort letters."

4. The schedul e of federal financial assistance and related auditor's
report, as well as the reports on the internal controls and
conpliance are not to be iIncluded in the Conprehensive Annual
Fi nanci al Report, but are to be issued separately.

5. A list of findings and other weaknesses fromthe Kodi ak |sl and
Borough's nost recent financial statenent audit is attached to
t hi s docunent (Appendix A).

F. Wor ki ng Paper Retention and Access to Working Papers

Al'l working papers and reports nmust be retained, at the auditor's
expense, for a minimumof three (3) years, unless the firmis notified in
witing by the Kodiak Island Borough of the need to extend the retention
period. The auditor will be required to nake working papers avail abl e,
upon request, to the followi ng parties or their designees:

Kodi ak 1sl and Borough

U S. CGeneral Accounting Ofice (GAO

Parties designated by the federal or state governments or by the
Kodi ak |sland Borough as part of an audit quality review process

Auditors of entities of which the Kodiak |sland Borough is a sub-
reci pient of grant funds

In addition, the firmshall respond to the reasonable inquiries of
successor auditors and all ow successor auditors to review working papers
relating to natters of continuing accounting significance.

1. DESCRI PTI ON OF THE GOVERNVENT



The auditor's principal contact with the Kodiak |sland Borough will be
Karleton G Short, Finance Director, or a designated representative, who
wi Il coordinate the assistance to be provided by the Kodi ak Island
Borough to the auditor.

Background I nformation

The Kodi ak |sland Borough serves an area of 7,130 square nmiles with a
popul ati on of 15,245. The Kodi ak |sland Borough's fiscal year begins on
July 1 and ends on June 30.

The Kodi ak |sland Borough has a total payroll of $3,079, 948 covering 67
enpl oyees.

The Kodi ak |sland Borough is organi zed into nine departnents and

agenci es. The accounting and financial reporting functions of the Kodiak
I sl and Borough are centralized except for the Kodiak |Island Borough
School District and the Kodiak |Island Hospital which are not part of the
Bor ough' s accounting system

More detailed informati on on the governnent and its finances can be found
in the Annual Budget and the fiscal year 1994 Conprehensive Annual

Fi nanci al Report. These docunents can be obtained by calling Karleton G
Short at (907)486-9320 for Borough docunents, Jocelyn Zw ef el hofer at
(907)486-9278 for School District docunents, and Mary Munk at (907)486-
3281 for Hospital docunents.

Fund Structure

The Kodi ak |sland Borough uses the following fund types and account
groups in its financial reporting:

NUVBER OF NUMBER W TH
1 NDI VI DUAL LEGALLY ADOPTED
FUND TYPE/ ACCOUNT GROUP FUNDS BUDGETS
General Fund 1 1
Speci al revenue funds 14 13
Debt Service Funds 2 2
Capital Projects Funds 5 1
Ent er pri se Funds 3 3
Internal Service Funds 1 1
Expendabl e Trust Funds
Agency Funds 1 0
General Fixed Assets Account 1 NA
G oup
General Long-Term Debt Account 1 NA
G oup

The Kodi ak Island Borough School District and Kodi ak |sland Hospital
bot h conponent units of the Kodi ak |sland Borough.

Budget ary Basis of Accounting

The Kodi ak | sl and Borough prepares its budgets on a basis consistent with

general |y accepted accounting principles.



Federal and State Financial Assistance

During the fiscal year to be audited, the Kodiak Island Borough received
assi stance fromvarious federal and state sources. Last year's schedule
of federal and state financial assistance is included in this docunent.
It is not anticipated that this assistance will vary significantly in
fiscal year 1995.

Pensi on Pl ans

Essentially, all enployees of the Borough and School District participate
in either the Al aska Public Enployee's Retirenent System (PERS, an agent
mul ti pl e-enpl oyer PERS) or the Al aska Teachers' Retirenent System (TRS, a
cost sharing, multiple-enployer PERS). Borough personnel and School
District classified personnel (except those working less than fifteen
hours per week) participate in PERS. School District certified personnel
participate in TRS. Both systens are statew de, defined benefit
retirenent plans administered by the State of Al aska.

Hospi tal enpl oyees participate in a single enployer, defined
contribution 457K pl an.

Conponent Units

The Kodi ak |sland Borough is defined, for financial reporting purposes,
in conformty with the Governmental Accounting Standards Board's

Codi fication of Governnental Accounting and Fi nancial Reporting

St andards, Section 2100. Using these criteria, component units are
included in the Kodi ak Island Borough's financial statenents.

The managenent of the Kodiak |sland Borough has identified the follow ng
conponent units for inclusion in the Kodiak |sland Borough's financi al
stat ement s:

Kodi ak |sl and Borough School District
Jocel yn Zwi ef el hof er, Busi ness Manager
722 M1 Bay Road

Kodi ak, Al aska 99615

(907) 486-9278

Kodi ak 1sl and Hospital

Mary Munk, Finance Director
1915 East Rezanof Drive
Kodi ak, Al aska 99615

(907) 486- 3281

Bot h conponent units have a June 30 year end.

These conponent units are to be audited as part of the audit of the
Kodi ak |sland Borough's financial statenents.

Joi nt Ventures

The Kodi ak Island Borough does not participate in joint ventures with
ot her governnents.

Magni t ude of Finance Operations

The finance department of the Kodiak |Island Borough is headed by Karl eton
G Short, Finance Director, and consists of eight enployees. The
princi pal functions performed are as foll ows:

General |edger, accounts payable, accounts receivable
Payroll for 64 enpl oyees

Uilities

Fi xed asset inventory

R sk managenent

Budget

E R I B R



Col | ecti ons
* I nvestnents and cash nanagenent

The finance department of the Kodiak Island Borough School District is
headed by Jocel yn Zwi ef el hof er, Busi ness Manager. Full tinme staff

consists of: Business Manager, Accountant II1 (2), Purchasing

Supervi sor, Payroll Accountant, Secretary |11, and Supply Specialist |
(seven full-time staff).

Part tinme staff consists of: Accountant II, Accountant |1\ Supply
Specialist Il, and Supply Specialist | (three part-time staff).

Princi pal functions performed in the Kl BSD Busi ness Departnent and
Shi ppi ng & Recei vi ng:

* Payrol | for approximately 375 enpl oyees + substitute teachers

* Rel ated, required payroll reporting for above

* General |edger, accounts payabl e, accounts receivable (mnor)

* Student Fund accounting 12 schools except the H gh School and A d
Har bor School Central Treasury reconciliation

* Bank statement reconciliation

* Fi xed asset and central stores inventories

* Free and reduced-price |lunch program recordkeepi ng and reporting

*

Local, State, and Federal grant reporting - FY95 approxi mately
$1.3 mllion to date

The finance department of the Kodiak Island Hospital is headed by Mary
Munk, Finance Director, and consists of 36 enployees. The principal
functions perfornmed and the nunber of enployees assigned to each are as

foll ows:
Functi on Nunber of Enpl oyees
Busi ness O fice 12
Pur chasi ng 3
Medi cal Records 7
Dietary 9
Specialty Cinic 3
Accounti ng 2
J. Comput er Systens
HARDWARE
Type of Equi pnent Nunber Make of Equi prent Net wor ked?
AS/ 400 M ni conput er 1 | BM Yes
Local Area Network 3 PC Conpati bl e Yes
E- Mai | Net wor k 2 PC Conpati bl e Yes
SOFTWARE
Make Vendor Maj or Applications
s/ 2 | BM Qperating System
LOGOS New Worl d Systens Muni ci pal Fi nanci al
c Ms Nat i onal Conputer Systens School District Software
PICs Lut heran Heal th Systens Hospital Patient Accounting
DVAS Lut heran Health Systens Hospi tal Payroll

10



DATA BASES

Types Uses Access
| BM Rel ati onal Data Base Security Controlled

QA Flat File Data Base on PC s

Oracl e

Aut ocad

Availability of Prior Audit Reports and Wrki ng Papers

I nterested proposers who wish to review prior years' audit reports and
managenent letters should contact Kurt Martens, Manager at Deloitte & Touche,
Suite 1500, 550 West 7th Avenue, Anchorage, Al aska 99501. The phone nunber
is (907)272-8462. The Kodi ak Island Borough will use its best efforts to
nmake prior audit reports and supporting working papers available to proposers
to aid their response to this request for proposals.

I'V. TI ME REQUI REMENTS

A

Proposal Cal endar

The following is a list of key dates up to and including the date proposals
are due to be subnmitted:

Request for proposal issued February 28, 1995
Preproposal conference March 17, 1995
On-site inspection March 17, 1995

Due date for proposals April 10, 1995
Oal interviews with selected firms April 12, 1995
Selected firmnotified April 21, 1995
Contract date April 11, 1995

Date Audit May Commrence

The Hospital and School District audits will take place before the audit of
t he Kodi ak Island Borough.

The Kodi ak |sland Borough School District will have all records ready for
audit and all managenent personnel available to neet with the firms
personnel as of August 1, 1995.

The Kodi ak Island Hospital will have all records ready for audit and all
managenent personnel available to meet with the firm s personnel as of July
24, 1995.

The Kodi ak Island Borough will have all records ready for audit and all
nanagenent personnel available to meet with the firm s personnel as of
Sept enber 1, 1995.

Schedul e for the 1995 Fiscal Year Audit (A simlar time schedule will be
devel oped for audits of future fiscal years if the Kodi ak |sland Borough
exercises its option for additional audits).

Each of the followi ng should be conpleted by the auditor no |ater than the

11



dat es i ndi cat ed.

Kodi ak
1.

Kodi ak
1.
2.

Kodi ak
1.

Entrance Conferences,

I sl and Bor ough

InterimWrk

The auditor shall conplete interimwork by May 31.

Detailed Audit Plan

The audi tor shall provide Kodi ak Island Borough by May 1, both a
detailed audit plan and a list of all schedules to be prepared by the
Kodi ak |sl and Borough.

Fi el dwor k

The auditor shall complete all fieldwork by Septenber 30.

Draft Reports

The audi tor shall have drafts of the audit report[s] and

recomendati ons to managenment avail able for review by the Audit
Conmittee and the chief financial officer by Cctober 15.

Fi nal Report

The Conprehensive Annual Financial Report is Due by October 30, 1995.
I sl and Borough School District

InterimWrk: My 22-26, 1995

Final field work: Approximately two weeks in August begi nni ng August
1, 1995. This gives anple tinme to prepare after year-end cl osing and

accounts payabl e cut-off.

State Department of Education due date for annual audit is Cctober 1
(AS14. 14. 050)

I sl and Hospit al
InterimWrk

The auditor can performthe interi mwork either the week of May 8, or
the week of May 15.

Detailed Audit Plan

The auditor shall provide Kodi ak |sland Hospital by June 1 both a
detailed audit plan and a list of all schedules to be prepared by the
Kodi ak |sl and Borough.

Fi el dwor k

The auditor can start fieldwork as early as July 17. A list of audit
adjustnents will be provided by August 2. The auditor shall conplete
all fieldwork by August 9.

Draft Reports

The auditor shall have drafts of the audit report[s] and

recommendati ons to managenment available for review by the Hospital by
August 9.

The Hospital Medicare Cost Report is due in Fargo, North Dakota by
August 15, 1995 so it nust be conplete by August 11, 1995.

Progress Reporting and Exit Conferences (A simlar tine

12



schedul e will be devel oped for audits of future fiscal years if the Kodi ak
I sl and Borough exercises its option for additional audits).

At a mnimum the follow ng conferences should be held at nutually agreeable

tines.

Entrance conference with audit commttee.

Entrance conference with all key finance departnment personnel and
departnent heads of key offices or prograns

The purpose of this meeting will be to discuss prior audit problens and
the interimwork to be performed. This neeting will also be used to
establish overall liaison for the audit and to make arrangenents for

wor k space and other needs of the auditor

Progress conference with finance directors.

- The purpose of this meeting will be to sunmarize the results of
the prelimnary review and to identify the key internal controls
or other matters to be tested

Entrance conference with finance directors to conmence year-end audit
wor k

Exit conference with finance directors

- The purpose of this meeting will be to sunmarize the results of
the field work and to review significant findings
V. ASSI STANCE TO BE PROVI DED TO THE AUDI TOR AND REPORT PREPARATI ON
A Fi nance Departnent and C erical Assistance

The finance departnent staff and responsi bl e managenment personnel wil |
be avail able during the audit to assist the firm by providing
informati on, docunentation, and explanations. The preparation of
confirmations will be the responsibility of the Kodiak Island Borough
and the auditor.

In addition, 40 hours of clerical support will be nade available to the
auditor for the preparation of routine |letters and nenoranda.

El ectroni ¢ Data Processi ng (EDP) Assistance

EDP personnel will be available to provide systens docunentation and
expl anations. The auditor will not be provided conputer tine and the
use of the Kodiak |sland Borough's conputer hardware and software.

Statenents and Schedul es to be Prepared by the Staff of the Kodiak
I sl and Bor ough

The staff of Kodiak Island Borough will prepare a reasonabl e nunber of
statements and schedul es for the auditor.

Wirk Area, Tel ephones, Photocopying, and FAX Machi nes

The Kodi ak |sland Borough will provide the auditor w th reasonabl e work
space, desks, and chairs. The auditor will also be provided with
access to tel ephones, photocopying facilities, and FAX machi nes.

Report Preparation

Kodi ak |sland Borough - Report preparation, editing and printing shall
be the responsibility of the auditor. The Kodiak I|sland Borough wll
prepare the introductory section and the statistical section. The
auditor will be responsible for preparing the individual, conbining,
conbi ned statenents, and the footnotes. The auditor will be

13



responsi ble for proofing, printing and binding the report. The Kodiak
I sl and Borough will provide the cover, binders, and "photo page".

Kodi ak 1sl and Borough School District - Report preparation, editing,
and printing shall be the responsibility of the auditor.

Kodi ak |sland Hospital - Report preparation, editing, and printing
shall be the responsibility of the auditor.

VI . PROPCSAL REQUI REMENTS
A General Requirenents
1. Preproposal Conference and On-site Inspections

A conference for firms interested in submtting proposals will
be held at 1:00 p.m, on March 17, 1995, in Room 121, 710 MII
Bay Road, Kodiak, Al aska. Both verbal and witten questions

wi Il be accepted during the conference. M nutes of the
preproposal conference will be distributed by March 27, 1995, to
all firms that submit a "Notification of Interest.”

At 3:00 p.m, Mirch 17, 1995, representatives of the various
departnents within the Kodiak |sland Borough will be avail able
to discuss their operations and conduct on-site inspections for
interested proposers.

2. Inquiries

I nquiries concerning the request for proposals and the subject
of the request for proposals nust be nade to:

Kodi ak 1sl and Borough

Karleton G Short, Finance Director
710 M1 Bay Road

Kodi ak, Al aska 99615

(907) 486-9320

Kodi ak 1sl and Borough School District
Jocel yn Zwi ef el hof er, Busi ness Manager
722 M1 Bay Road

Kodi ak, Al aska 99615

(907) 486-9278

Kodi ak 1sland Hospital

Mary Munk, Finance Director
1915 East Rezanof Drive
Kodi ak, Al aska 99615
(907) 486-3281

CONTACT W TH PERSONNEL OF THE KODI AK | SLAND BOROUGH OTHER THAN
THOSE NAMED ABOVE, REGARDI NG THI S REQUEST FOR PROPCSAL MAY BE
GROUNDS FOR ELI M NATI ON FROM THE SELECTI ON PROCESS.

3. Submi ssi on of Proposal s
The following material is required to be received by April 10,
1995, for a proposing firmto be considered:

a. A master copy (so nmarked) of a Technical Proposal and
twel ve copies to include the follow ng:

i. Title Page

Titl e page showi ng the request for proposals
subject; the firnmis nanme; the nane, address and
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t el ephone nunber of the contact person; and the
date of the proposal

ii. Tabl e of Contents

iil. Transmttal Letter

A signed letter of transmittal briefly stating the
proposer's understanding of the work to be done,
the comritment to performthe work within the tine
period, a statement why the firmbelieves itself to
be best qualified to performthe engagenent, and a
statenent that the proposal is a firmand
irrevocable offer for the fiscal year 1995 Audit of
t he Kodi ak |sland Borough, Kodiak |sland Borough
School District, and Kodiak |Island Hospital

iv. Detai | ed Proposa

The detail ed proposal should follow the order set
forth in Section VI B of this request for
proposal s.

V. Execut ed copi es of Proposer Warranties, attached to
this request for proposal (Appendix E)

b. The proposer shall subnit an original and five copies of
a dollar cost bid in a separate seal ed envel ope marked as
fol |l ows:

SEALED DOLLAR COST BI D PROPOSAL FOR
Kodi ak 1sl and Borough
FOR PROFESSI ONAL AUDI TI NG SERVI CES
[ DATE]

C. Proposers shoul d send the conpl eted proposal consisting
of the two separate envelopes to the foll ow ng address

Karleton G Short, Finance Director
Kodi ak 1sl and Borough

710 M1 Bay Road

Kodi ak, Al aska 99615

Techni cal Proposa
1. General Requiremnents

The purpose of the Technical Proposal is to denpnstrate the

qual i fications, conmpetence and capacity of the firms seeking to

undert ake an independent audit of the Kodiak |sland Borough in
conformty with the requirenents of this request for proposals. As
such, the substance of proposals will carry nore weight than their form
or manner of presentation. The Technical Proposal should denobnstrate
the qualifications of the firmand of the particular staff to be
assigned to this engagenent. It should al so specify an audit approach
that will neet the request for proposals requirenents.

THERE SHOULD BE NO DOLLAR UNI TS OR TOTAL COSTS | NCLUDED I N THE
TECHNI CAL PROPOSAL DOCUMENT.

The Techni cal Proposal should address all the points outlined in the
request for proposals (excluding any cost information which should only
be included in the sealed dollar cost bid). The Proposal should be
prepared sinply and economically, providing a straightforward, concise
description of the proposer's capabilities to satisfy the requirenments
of the request for proposals. Wile additional data may be presented,
the follow ng subjects, items Nos. 2 through 10, mnust be included.

They represent the criteria agai nst which the proposal will be
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eval uat ed
| ndependence

The firm should provide an affirmative statement that it is independent
of the Kodiak |sland Borough as defined by [generally accepted auditing
standards/the U.S. General Accounting Ofice's Governnment Auditing

St andards (1988)].

The firmal so should provide an affirmative statement that it is
i ndependent of all of the conponent units of the Kodiak |Island Borough
as defined by those same standards.

The firmshould also list and describe the firms (or proposed
subcontractors') professional relationships involving the Kodiak |sland
Borough or any of its [agencies or conmponent units/agencies, conponent
units or oversight unit] for the past five (5) years, together wth a
stat enent expl ai ni ng why such rel ati onshi ps do not constitute a
conflict of iIinterest relative to perform ng the proposed audit.

In addition, the firmshall give the Kodiak |sland Borough written
notice of any professional relationships entered into during the period
of this agreenent.

Li cense to Practice in Al aska

An affirnative statenment should be included that the firmand al
assi gned key professional staff are properly licensed to practice in
the State of Al aska

Firm Qualifications and Experience

The proposer should state the size of the firm the size of the firms
governnental audit staff, the |location of the office fromwhich the
work on this engagement is to be performed, and the nunmber and nature
of the professional staff to be enployed in this engagenment on a full -
time basis and the nunber and nature of the staff to be enployed on a
part-time basis.

If the proposer is a joint venture or consortium the qualifications of
each firmconprising the joint venture or consortium should be
separately identified, and the firmthat is to serve as the principal
audi tor should be noted, if applicable.

The firmis also required to submit a copy of the report on its nost
recent external quality control review with a statenment whether that
quality control review included a review of specific governnment
engagenent s.

The firmshall also provide information on the results of any federa
or state desk reviews or field reviews of its audits during the past
three (3) years. |In addition, the firmshall provide information on
the circunstances and status of any disciplinary action taken or
pendi ng agai nst the firmduring the past three (3) years with state
regul atory bodi es or professional organizations.

Partner, Supervisory, and Staff Qualifications and Experience

Identify the principal supervisory and nmanagenent staff, including
engagenent partners, managers, other supervisors and specialists who
woul d be assigned to the engagenent. |ndicate whether each person is
registered or licensed to practice as a certified public accountant in
Al aska. Provide infornmation on the government auditing experience of
each person, including information on relevant continuing professiona
education for the past three (3) years and nmenbership in professiona
organi zations relevant to the performance of this audit.

Provi de as nmuch information as possi bl e regardi ng the nunber,
qual i fications, experience and training, including relevant continuing
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prof essi onal education, of the specific staff to be assigned to this
engagenent. Indicate how the quality of staff over the termof the
agreenent will be assured.

Engagenent partners, nanagers, other supervisory staff, and specialists
may be changed if those personnel |eave the firm or are pronoted or
assigned to another office. These personnel may al so be changed for

ot her reasons with the express prior witten perm ssion of the Kodiak

I sl and Borough. However, in either case, the Kodiak |sland Borough
retains the right to approve or reject replacenents.

Consultants and firm specialists mentioned in response to this request
for proposal can only be changed with the express prior witten

perm ssion of the Kodiak |sland Borough, which retains the right to
approve or reject replacenents.

O her audit personnel may be changed at the discretion of the proposer
provi ded that replacenents have substantially the sane or better
qual i fications or experience

Prior Engagenments with the Kodiak |sland Borough

Li st separately all engagenents within the |ast five years, ranked on
the basis of total staff hours, for the Kodiak Island Borough by type
of engagenent (i.e., audit, nanagenent advisory services, other).

I ndi cate the scope of work, date, engagement partners, total hours, the
location of the firmis office fromwhich the engagenment was perforned,
and the name and tel ephone nunber of the principal client contact.

Sim | ar Engagements Wth O her Governnent Entities

For the firms office that will be assigned responsibility for the
audit, list the nost significant engagenents (maxi mum- 5) perforned in
the last five years that are simlar to the engagenent described in
this request for proposal. These engagenents should be ranked on the
basis of total staff hours. |Indicate the scope of work, date,
engagenent partners, total hours, and the nanme and tel ephone nunber of
the principal client contact.

Specific Audit Approach

The proposal should set forth a work plan, including an explanation of
the audit nethodology to be followed, to performthe services required
in Section Il of this request for proposal. In devel oping the work

pl an, reference should be nade to such sources of information as Kodi ak
I sl and Borough's budget and related materials, organizational charts,
manual s and prograns, and financial and other nanagerment infornmation
syst ens.

Proposers will be required to provide the follow ng information on
their audit approach:

a. Proposed segnentation of the engagenent

b. Level of staff and nunber of hours to be assigned to each

proposed segnment of the engagenent

NO DOLLARS SHOULD BE I NCLUDED I N THE TECHNI CAL PROPOSAL

C. Sanpl e size and the extent to which statistical sanpling is to
be used in the engagenent

d. Extent of use of EDP software in the engagenent

e. Type and extent of analytical procedures to be used in the
engagenent

f. Approach to be taken to gain and docunment an understandi ng of

t he Kodi ak Island Borough's internal control structure

17



10.

Seal ed
1

g. Approach to be taken in determining | aws and regul ations that
will be subject to audit test work

h. Approach to be taken in drawing audit sanples for purposes of
tests of conpliance

Identification of Anticipated Potential Audit Problens

The proposal should identify and describe any anticipated potenti al
audit problens, the firm s approach to resolving these problens, and
any special assistance that wll be requested fromthe Kodi ak Island
Bor ough.

Report For mat

The proposal should include sanple formats for required reports.

NO DOLLARS SHOULD BE I NCLUDED I N THE TECHNI CAL PROPOSAL

Dol | ar Cost Bid
Total All-Inclusive Maxi mum Price

The seal ed dollar cost bid should contain all pricing information
relative to perform ng the audit engagenent as described in this
request for proposal. The total all-inclusive maximumprice to be bid
is to contain all direct and indirect costs, including all out-of-
pocket expenses.

The Kodi ak Island Borough will not be responsible for expenses incurred
in preparing and subnmitting the technical proposal or the seal ed dollar
cost bid. Such costs should not be included in the proposal

The first page of the sealed dollar cost bid should include the
follow ng infornation:

a. Nanme of Firm

b. Certification that the person signing the proposal is entitled
to represent the firm enmpowered to subnit the bid, and
authorized to sign a contract with the Kodiak |sland Borough.

C. A Total All-Inclusive Maxi num Price for the 1995 engagenent.

Rates by Partner, Specialist, Supervisory and Staff Level Tinmes Hours
Antici pated for Each

The second page of the seal ed dollar cost bid should include a schedul e
of professional fees and expenses, presented in the format provided in
the attachment (Appendix F), that supports the total all-inclusive
maxi mum price. The cost of special services described in Section | E
of this request for proposal should be disclosed as separate conponents
of the total all-inclusive maxi mum price.

Qut - of - pocket Expenses Included in the Total All-inclusive Maxi num
Price and Rei nbursenent Rates

Qut - of - pocket expenses for firm personnel (e.g., travel, |odging, and
subsi stence) will be reinbursed at the rates used by the Kodi ak | sl and
Borough for its enployees. Al estinmated out-of-pocket expenses to be
rei mbursed shoul d be presented on the second page of the seal ed dollar
cost bid in the format provided in the attachnent (Appendix F). Al
expense rei nbursenents will be charged against the total all-inclusive
maxi mum price submtted by the firm

In addition, a statenment nust be included in the seal ed dollar cost
bid stating the firmw Il accept reinbursenent for travel, |odging and
subsi stence at the prevailing Kodiak |sland Borough rates for its

enpl oyees.
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4, Rates for Additional Professional Services

If it should becone necessary for Kodi ak |sland Borough to request the
auditor to render any additional services to either supplenent the
services requested in this RFP or to performadditional work as a
result of the specific reconmmendations included in any report issued on
this engagenent, then such additional work shall be performed only if
set forth in an addendumto the contract between Kodi ak |sland Borough
and the firm Any such additional work agreed to between Kodi ak |sl and
Borough and the firmshall be perforned at the sanme rates set forth in
the schedul e of fees and expenses included in the seal ed dollar cost

bi d.

5. Manner of Payment

Progress payments will be made on the basis of hours of work conpleted
during the course of the engagenent and out-of - pocket expenses incurred
in accordance with the firms dollar cost bid proposal. Interim
billing shall cover a period of not |ess than one cal endar nonth.

VI, EVALUATI ON PROCEDURES

A

Audit Comm ttee

Proposal s submitted will be evaluated by a three menber Audit Committee
sel ected by the Kodiak |Island Borough Assenbly, consisting of Karleton G
Short, Finance Director, Kodiak Island Borough, Jocelyn Zw efel hofer,
Busi ness Manager, Kodi ak |Island Borough School District, and Mary Mink,
Fi nance Director, Kodiak Island Hospital.

Revi ew of Proposal s

The Audit Conmittee will use a point fornula during the review process to
score proposals. Each nenber of the Audit Conmittee will first score each
techni cal proposal by each of the criteria described in Section VIl C bel ow.
The full Audit Committee will then convene to review and di scuss these

eval uations and to conbi ne the individual scores to arrive at a conposite
technical score for each firm At this point, firms with an unacceptably | ow
technical score will be elimnated fromfurther consideration.

After the conposite technical score for each firmhas been established, the
seal ed dollar cost bid will be opened and additional points will be added to
the technical score based on the price bid. The maxi num score for price wll
be assigned to the firmoffering the | owest total all-inclusive maxi mum
price. Appropriate fractional scores will be assigned to other proposers.

The Kodi ak | sl and Borough reserves the right to retain all proposals
subnmitted and use any idea in a proposal regardl ess of whether that proposal
is selected.

Eval uation Criteria

Proposals will be evaluated using three sets of criteria. Firms neeting the

mandatory criteria will have their proposals evaluated and scored for both
technical qualifications and price. The follow ng represent the principal
selection criteria which will be considered during the eval uati on process.
1. Mandat ory El enments
a. The audit firmis independent and |licensed to practice in Al aska
b. The firmhas no conflict of interest with regard to any other

work perforned by the firmfor the Kodiak |sland Borough

C. The firm adheres to the instructions in this request for
proposal on preparing and submtting the proposal

d. The firmsubmts a copy of its |last external quality control
review report and the firmhas a record of quality audit work.
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2. Technical Quality: (Maximum Points - 70)

a. Experti se and Experience

(1) The firm s past experience and perfornmance on conparable
gover nment engagenents

(2) The quality of the firm s professional personnel to be
assigned to the engagenent and the quality of the firms
nmanagenment support personnel to be available for
techni cal consultation

b. Audi t Approach
(1) Adequacy of proposed staffing plan for various segnents
of the engagenent
(2) Adequacy of sanpling techni ques
(3) Adequacy of anal ytical procedures

3. Price: (Maxi mum Points - 30)
COST WLL NOT BE THE PRI MARY FACTOR IN THE SELECTION OF AN AUDIT FIRM

Oral Presentations

During the evaluation process, the Audit Conmittee may, at its discretion,
request any one or all firnms to make oral presentations. Such presentations
will provide firns with an opportunity to answer any questions the Audit
Conmittee may have on a firnmls proposal. Not all firnms may be asked to make
such oral presentations.

Fi nal Sel ection

The Kodi ak |sland Borough Assenbly will select a firm based upon the
reconmendati on of the Audit Conmittee.

It is anticipated that a firmw || be selected by April 20, 1995. Foll ow ng
notification of the firmselected, it is expected a contract will be executed
bet ween both parties by April 21, 1995.

Ri ght to Reject Proposals

Submi ssi on of a proposal indicates acceptance by the firmof the conditions
contained in this request for proposal, unless clearly and specifically noted
in the proposal submitted and confirmed in the contract between the Kodi ak

I sl and Borough and the firm sel ected.

The Kodi ak | sl and Borough reserves the right wthout prejudice to reject any
or all proposals.
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APPENDI CES

Proposer Warranties

Format for Schedul e of Professional Fees and Expenses to Support the Tot al
Al'l -inclusive Maxi num Price

F.Y. 1994 Annual Report, F.Y. 1994 nanagenent Reports, F.Y. 1995 Budget, F.Y.
1995 single audit reports for Kodi ak |sland Borough.

F.Y. 1994 Annual Report, F.Y. 1994 nanagenent Reports, F.Y. 1995 Budget, F.Y.
1995 single audit reports for Kodiak |Island Hospital.

F.Y. 1994 Annual Report, F.Y. 1994 nanagenent Reports, F.Y. 1995 Budget, F.Y.
1995 single audit reports for Kodi ak |sland Borough School District.
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APPENDI X A

PROPOSER WARRANTI ES

Proposer warrants that it is willing and able to conmply with State of Al aska | aws
with respect to foreign (non-state of Al aska) corporations.

Proposer warrants that it is willing and able to obtain an errors and om ssions
i nsurance policy providing a prudent anmount of coverage for the willful or negligent
acts, or omissions of any officers, enployees, or agents thereof.

Proposer warrants that it will not delegate or subcontract its responsibilities
under an agreement without the prior witten perm ssion of the Kodiak Island
Bor ough.

Proposer warrants that all information provided by it in connection with this
proposal is true and accurate.

Signature of Oficial:
Narme (typed):
Title:
Firm
Dat e:
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APPENDI X B
Page 1

SCHEDULE OF PROFESSI ONAL FEES AND EXPENSES

FOR THE AUDIT OF THE [ YEAR] FI NANCI AL STATEMENTS

STANDARD HOURLY

QUOTED HOURLY

Hour s

Rat es

Rat es

Tot al

Partners

Manager s

Supervi sory staff

St af f

O her (specify):

Subt ot al

Total for Services

Described in Section |1

E of the RFP (Detail

on subsequent pages)

Qut - of - pocket expenses:

Meal s and | odgi ng

Transportation

O her (Specify):

Total all-inclusive maxi mum price for

1995 audit

Note: The rate quoted should not be presented as a general
hourly rate or as a gross deduction fromthe total
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APPENDI X B
Page 2
SCHEDULE OF PROFESSI ONAL FEES AND EXPENSES
FOR THE AUDIT OF THE 1995 FI NANCI AL STATEMENTS:
COMBI NI NG SCHEDULE - ALL SERVI CES
DESCRIBED IN RFP SECTION Il E

Nat ure of Service to be Provided Total Price Schedul e

EACH SERVI CE DESCRIBED I N RFP SECTION || E SHOULD BE SUPPORTED BY AN | NDI VI DUAL SCHEDULE | N
THE FORMAT PROVI DED ON PAGE 3 OF THI' S APPENDI X.
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Appendi x B
Page 3

SCHEDULE OF PROFESSI ONAL FEES AND EXPENSES

FOR THE AUDIT OF THE 1995 FI NANCI AL STATEMENTS:

SUPPORTI NG SCHEDULE FOR [ NAME OF SERVI CE]

STANDARD HOURLY QUOTED HOURLY

Hour s Rat es Rat es Tot al

Partners

Manager s

Supervi sory staff

St af f

O her (specify):

Subt ot al

Qut - of - pocket expenses:

Meal s and | odgi ng

Transportation

O her (Specify):

Total price for (NAME OF SERVI CE)

Note: The rate quoted should not be presented as a general percentage of the standard
hourly rate or as a gross deduction fromthe total all-inclusive maximm price.
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