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February 21, 2005 

Mr. Patrick E. Flahaven 
Secretary of the Senate 
Minnesota State Senate 
231 State Capitol 
St. Paul, MN 55155 

Dear Mr. Flahaven: 

Virchow1<rause 
. &company 

Virchow, Krause & Company, LLP is pleased to submit a proposal to provide audit services for the Minnesota 
State Senate. Selecting an audit firm that provides quality service and understands the public sector is important 
to the future success of your organization. We not only provide auditing services, but will serve as a resource to 
assist you in the financial management of your operation. Our proposal is based on the Request for Proposal, our 
discussion with you, and our prior experience with Minnesota Legislative Coordinating Commission and hundreds 
of other government entities in the Midwest. 

Understanding Your Needs 

Based on the request for proposal, we understand that the Minnesota State Senate would like us to perform audit 
services that determine whether: 

• The financial statements of the Minnesota State Senate for the fiscal years ended June 30, 
2004, 2005 and 2006, respectively, preseJ.?.f fairly the financial position and the results of 
operations in accordance with generally accepted accounting principals and government 
auditing standards. · 

• Expenditures by the Senate are in accordance with the appropriation laws and with the 
financial operating rules, resolutions, motions, and orders of the Senate that may have a 
material effect upon the financial statements. 

• An adequate control structure exists over the Senate's fi nancial operations to the extent 
required by generally accepted government auditing standards. The purpose of the 
evaluation is to gain a sufficient understanding of the internal control structure to plan the 
audit and detennine the nature, timing and extent of tests to be performed. 

As you evaluate our proposal, there are several important factors to consider which distinguish Virchow, Krause 
& Company, LLP from other firms: 

Commitment 

Virchow, Krause & Company, LLP has a long standing tradition and solid reputation for providing high quality 
auditing, accounting, and consulting services to governmental entities .. To illustrate that commitment, we have 
established a separate practice group devoted entirely to serving more than 200 municipalities, 260 municipal 
utilities, 70 school districts and 20 counties in the Midwest. 

Virchow Krause & Company, LLP • Certified Public Accountants & Consultants 



Experience 

We understand the needs and pressures facing the public sector. Our continuing relationship with hundreds of 
public sector clients provides a strong foundation to .meet the Senate's needs. Ottr staff comes. ready with the 
experience and creativity to find practical solutions. We have ·previously worked with the Minnesota Legislative 
Coordinating Commission and are ·well versed in the MAPS and SEMA4 systems through our audit work with 

. other state entities (irtchidin'.g MnSCU). 

Independence 

We believe the audited financial statements and the audit process provide valuable information for you to use 
when managing your organization's financial operations. As a CPA firm, we are required to maintain complete 
independence. We will recommend solutions' that are in the best interest of your organization. 

Depth of Resources 

The members of the project team have extensive prior public sector experience. Your staff will not need to spend 
time explaining governmental accounting ~o us. All of our project teani members, including the partners, are 
available at anytime for consultation. As a team, we believe we can help you meet your fmancial goals. 

Efficiency 

We are sensitive to.the fmancial constraints of our clients. Our policy is to provide top quality people and service 
at competitive prices. We strive to ~omplete fieldwork efficiently and effectively. 

Complete and Time.ly Services 

We pride ourselves in being on time, or early, with the delivery of reports. This stems from careful.engagement 
planning and controYin addition to a strong commitment. to cli~nt service. Based on the timetable specified in the 
request for bids, we are committed to meeting the established completion date. 

We b~lieve that the selection of our firm will provide the Minnesota State Senate with the best possible team to 
serve you. Our firm is large enough to assure you of top quality professional service, yet still offer personalized 
service responsive to your unique needs. 

VK's philoso phy and desire is to build long-term relationships with our clients. By taking the time to learn and 
understand your organi.Zation and its needs, our goal is to provide valuable service and contribute to your success 
by serving as your most valued advisor. We hope that our client service philosophy; expertise, and reputation for 
quality will be major factors you consider when evaluating our firm. 

We appreciate the opportunity to submit this proposal and· welcome the opportunity to discuss any specific 
aspects. If you have any questions, or need additional information, please contact me at 952.351.4714 or by email 
at ddekam@virchowkrause.com .. We look forivard to working with you on this engagement. 

Sincerely, 

VIRCHOW, KRAUSE & COMPANY, LLP 
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Se6-etary of the Senate 
Contract No. 05-01-001 

Form of Proposal .. for Contra.ct Work 

Gentlemen: 

1. The Undersigned, being famiHarwith the loca} COJ?ditions affecting the coSt. of the work 
· · and with the specifications and general eonditions, hereby propose and agree, if tfils 

proposal is accepted, to furnish services to the Minnesota State Senate promptly, 
Correctly, and in the most professional maimer, in accordance with the p:rovisions of the 
specifications attached· to this proposal, ·for the prices set forth in the attached 
Contractor's Statement of Qualifications, subject. to a maximum price (total Cost), 
includirig travel and out-of-pocket c0sts, . of: 

$16, 580. oo for fiscal year. 2004 and: 

$ 1'6, 600·. on for fisCal yefl! 2005 and: 

__._$.:._1_7~,_10_0_._o_o ________________ for fiscal year 2006. 

2. In submittingthis bid· it is u11der~tood that the right is reserved by the Minnesota State 
Senate to reject any and all.bids ·and his agreed that this bid may not be withdrawn· for' a 
pepod of 30. days aftei; the date of filing it. · · 

3. If a Corporatfon, what is the State of Incorpo~ation: 

N/A 

4. If a Partnership, state full name of the managing partner: 

Timothy L. Christen 

. . : . 
5. Conditional Proposals will notbe accepted, and no changes of these forms are permitted. 

Firm Name and Address: 

Virchow Krausfi?· ,·& Company LLP 
7900 Xerxes Avenue $outh, Suite 2400 · 
Minneapqlis, .. ·MN· 55431_ · .· 
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WORK PL.AN, ' 

We will perform the ·,fi.n~hc!al. and compliance audit in accordance with generally accepted auditing 
standargs ~ru:l;gpy~fnnietjt auditing standards issued by the Comptroller of the United States. We will. 
also determln:e: wh~ther: e~p:t3nditures by the· Senate are in accordance with the appropriation laws and 
with the fina11cia.I operatin.€rrqle.s, resolutions, motions, and orde~s of the Commis.sion. As part of the 
audit, we wil( evaluate th'e s·enate's internal control structure as required by generally accepted auditing 
standards. · · 

Our work plan indudes the following identifiable phases: planning, interim audit work, year-end audit work 
·and reporting. When practicable, interim and year-end audit work phases are combined as an integrated 
unit. 

PLANNING 

During this phase, we will establish a proper basis for the audit to maximize audit effectiveness and 
minimize audit costs .. The phase will commence with discussions between Virchow, Krause & 
Company, LLP and the Senate. This meeting is important to ensure a coordinated audit and will 
cover these matters: 

• Initial audit concerns 

• Our preliminary plan for conducting the audit to meet the Senate's timing requirements 

• Management suggestions for areas requiring special attention or emphasi~ 

• .Reporting issues 

Analytical review procedures to be performed .during planning include examination of ratios, trends, 
budget com.parisons and other available data. These focus subsequent audit procedures on critical 
areas. we·~xpect to perf9rm the following tests: · 

• Comparing financial statement amounts for the currentyear with those of the previous year 

+ Comparing current year actual amounts with.:budgeted amounts 

Planning wil' also· include review,. evaluation, ~np documentation of the Commission's internal 
control structure, which will incluc:le a review o;ht9~ general and specific controls within the data 
processing function.· .The final step of the plannfdg phase will be development of a· tailored audit 
program to fit your organization. 
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REPORTING 

~he.flhal ·ph~~~,·involves. review of the financial stat.ements and)39.pplem,enta.ry ·data Senate·staff 
ha\ie:~:r~piared(fotiiiblu.siori :in .. the audit report·and a rep·orfob:co'f:ppliance and· on:·iritern~I control 
over:firiand8.ljeporting. Our report will state that our auditwas rhade:in accordar1cewit.hgenerally 
acceptecf:auditing standards .and ·government· auditing .. :·:.stahdards~.We wm:al~o:ipr6videletters to 
the· ·senate>Co\ierlrig reportable Conditions.relating ·to ·1fhe <i.nt~fnal ·C·Ontrol s.trudurie; .·if ahy, and 
other matters as appropriate·. · 

PRIOR EXPERIENCE 

Virchow, .Krause ·& ·Company, LLP performs audits. of numerous ·governmental entities (e.g., 
approximately wo·municipaliUes, 260 municipal utilities, 70 school :districts: and 20 counties). Examples 
of existing clients· include 'Minnesota Legislative Coordinating Commission, City of .Rosemount, MN, City 
of Jackson, MN, City of New Richmond, WI, Shakopee Public Schools, Minnesota River Valley Special 
Education Cooperative,· St.· Louis Park Public Schools and severaLof the·.MnSCU Colleges. The Firm's 
Public Sector Group has over 140 employees including approximately 20in Bloomington.· 

References are attached. 

PERSONNEL 

The Firm expects that a minimum of ·five professionals will be involved · in the engagement including 
myself as the engagement partner, a manager, two senior/staff accountants, and a cold reviewer. All 
personnel tentatively scheduled to work on the. engagement are m_embers of our public sector group and 
specialize in providing not-for-profit organizations and 'governmental units with audit, tax, and consulting 
services. 

We ~re proud to say that we have an experienced staff available to serve you. A significant reason 
why many of our clients stay with us for many years comes down to our people. 

We care about our clients' business, and it shows in our people. In order to insure that our staff meet 
your expectations,· our firm requires all professional staff to obtain· a minimum of 120 continuing 
professional education credits (CPE) every three years with no less than 20 credits in any given year. 
All public sector staff attend courses in the accounting and auditing areas dealing with governmental 
topics, including the single audit area. 

You should be aware that all governmental auditors are required to meet the continuing professional 
·education requirements of Government Auditing Standards which require 24 governmental CPE 
credits every two years. We are meeting those requirements. 

Resum~s are attached. 
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we:'are:.:ohEf:of;·~h~.A~w::Cl?,AJirrfis'yv.ith ;a ·public ·sector services :CJ.~partm~nt, consisting of over 100 
professiB~la·1~}:'4ed.icated .entke.ly ·.to· ~e.rving pjit;,J/q. seetor clifJ(lts;· · ·~ec;;ause of: this ~pecialized focus, our 
staff;.urid~r~fo'ri.ds.\the:· issues~ the. publfo• sector' ·faces and<~ave the:.:. ~~perience. to. find effective solutions. 
Our Puhlic:~$~.Ctor .. Ser:Vices· Dep~~rn,e·n(wa~: cr~ated ·in 196,9. and J6.day. · pr6vides services to more than 
200 munigip~lltles, 260 · ml.fr1icipal ·.::luHties~ 70 schoof .districts; and· 26:co1.frities. . . . . .. . . . . .. ' . . · .. ~ •' "; .. . . . . . 

Service~ ·'prb.\/ldet:Vtcr6ut cBents· ind.ude ·accounting and aud,jting, operaUonal .analysis, human resources 
consU.ffinQ,Jttfprrha'fiqn syslems analysis, and Utility consulting ahior;\g others. In all engagements, ·our 
clierits·are.weidorli'efo·consult with al(levels:of staff, as welH3s·partners. 

Our ~~votiqn toJh~. pu.~lic. s_e.9tqr Js iUustrate9 oyour commitmenf:.to inform and instruct our clients about 
important' J~uibli.d.~·~8t~f)§$:4:~s.·: Annu~'lly, we ~peak at ~cco.untfng; financial, and management seminars · 
and \Ator.ks.h9:PEi.~·.':lrfa9.(iiti6'ri', we author two newsletters, Murifcipa/ Lines and Utility Lines, which provide 
Clients· ti.m~1v·:infoh11;~tioff on relevariuopics. 

~. · .. ~· ..... . 

As a certified, publ.ip:(lccountin.~Jirm, w~ are r~quired to maintain complete ·independenc~. This assures 
our eva1u·~tj9nwllb):>~.}afr,. qWJ~,qNr.§;, :,ar\q .ir)t~n.tj~d to.. serve the best· interest of your ·organization and its 
taxpayer~.:·As ~<rn~.iJ,J:tj~~:~9f.~tt)~ii$.:~9iiir:lti¢§i=,x§r~hQe(:Qomrnission (SEC) Practice Section of the American 
Institute t>f:C~rtif:i.ec:tp'l.J.bl.ip .AgCq~ nt~-~t~·;··w~'.·p·~v~:;successfully. passed all ,peer revi.ews. In every case, we 

~~~~t~;;~Y}1~1,ll~!iitillllllliiiii:~~~~3~I~~:~~~fi~~~J~~;ir~!~~~~: 
. ;. . . ·.· ··.:.; :._::.:·;:· ;:;::.::,;· .. : -.:··:·. 
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REFERENCES 

Mr. Chad Thuet, Assistant Director 
Minnesota Legislative Coordinating Commission 
St. Paul, MN 
Phone: 65-1 .296.1121 

Mr. Jeffrey A. May, Finance Director · 
City of Rosemount, MN 
Phone:. 651.423.4411 

Mr. Dean Albrecht, City Administrator 
City of Jackson, MN 
Phone: 507 .84 7.4410 

Mr. Jon McBroom, Superintendent 
Shakopee Public Schools 
Shakopee, Minnesota 
.-:>hone: 952.496.5011 

Mr. Jeff Priess, Finance Director 
St. Louis Park Public Schools 
St. Louis Park, Minnesota 
Phone: 952.928.6000 
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Daryl D. DeKam, CPA 
Partner 

952.351.4714 
ddekam@virchowkrause.com 

~ Virchow~~~ln~ 

' I 

DARYL D. DEKAM 

Daryl DeKam has been in the accounting industry since 1972. A Partner in the 
Public Sector Practice Group ofVirchow, Krause & Company, LLP, he 
specializes in serving not-for-profit organizations, colleges/universities, and 
public sector entities. He has extensive experience in financial auditing and 
accounting as well as providing a variety of financial consulting services. 

SPECIFIC EXPERIENCE 
• Partner-in-charge of accounting and financial auditing engagements 

for not-for-profit organizations as well as governmental entities and 
educational institutions. 

• Provides single audit services to various entities as required by various 
governmental audit standards. 

• Consults with various entities on OMB A-133, FASB, and GASB 
technical issues. 

• Helps clients implement new accounting standards including Governmental 
Accounting Standards Board No. 34 (GASB No. 34). 

• Provides consulting services to commercial and non-for-profit businesses 
regarding merger/acquisition and planning/strategy issues. 

• Assists with bond and/or stock offering financing arrangements. 

INDUSTRY INVOLVEMENT 
• AI CPA - American Institute of Certified Public Accountants 
• MNCP A - Minnesota Society of Certified Public Accountants 
• MASBO - Minnesota Association of School Business Officials 
• GFOA - Government Finance Officers Association 
• NACUBO -.National Association of College and University 

Business Officials 
• Former member of the AICPA- SECPS Peer Review Committee; the 

AI CPA oversight board for the peer review engagements of all SEC firms 
throughout'the United States. 

• Speaks to various organizatfons on fund accounting related issues and has 
presented seminars on internal controls and the "Yellow Book" for the U.s: 
Department of Agriculture. 

• Member of the firm's Public Sector Accounting and Auditing Committee. 
• Member of the firm's Quality Control Committee. 

EDUCATION 
Dordt College 
Bachelor of Arts in Business Administration 

. RELEVANT CONTINUING EDUCATION 
· • Nlimerous GASB No . .34 Training Sessions 
• Not-for-Profits Conference 
• Virchow Krause Governmental Auditing Update 
• Virchow K!ause College Update 
• MNCP A School District Audits 
• GFOA Governmental Accounting Update 
• MNCPA Local Government Audit Conference 
• Minnesota Local Government Auditing & Accounting Update 
• MNCPA Not-for-Profit Audit Conference 

· Your Most Valued Advisor • virchowkrause.com . . -



James R. Murray, CPA 
Partner:'. 

· 715.833.1717 ext. 15 
jmurray@virchowkrause.com 

~ 
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JAMES R. MURRAY 
. . 

. . . . 

James Murray, Partner in the Public Sector Practice Groµp, has been )Vith · 
Virchow, ::Krause & Company, LLP since 1983. He speci81iZ~s m providiiig 
financial auditing, accounting,· andconsl1lting. ser\rices to public sector entities;· 
Jim has extensive experience in providmg :financial audits of municipalities, 
counties; utilities, and educational in~titutiohs. 

SPECIFIC EXPERl.ENCE . . 
• Manages :financial auditing and consulting services. for municipalities, 

water, wastewater, electric utiliti_es,· school districts, and colleges~ . 
• Develops rate studies for electric, water, and wastewater utilities. 
• Assists communities with developing formal budget procedures, preparing 

annual:budgets, and designing .and implementing :financial· systems. 
• Provides financial auditing" services. to school districts and .colleges 

and universities.. . . . . . . 
• Works with.tax incremental :financing(TIF) districts providing accounting 

system-development, prnjections, .and compliance services. 
• Helps clients implement new accounting standards including Governmental 

Accounting Standarcis Board No. 34 (GASBNo. 34). 
• Provides A-133 compliance audits of federally funded programs for 

municipalities; counties, and school districts. 
• Provides federal and state aid program audits. 
• Reviews and prepares· Comprehensive Annual Financial Reports which 

have been awarded a Certificate of Achievement for Excellence in 
Financial Reporting. 

INDUSTRY INVOLVEMENT 
• AICPA -American Institute of Certified Public Accountants 
• Member of various state institutes of certified public accountants. 
• GFOA - Government Finance Officers Association 
• Reviewer for the GFOA Certificate of Achievement for excellence in 

Fmancial Report.iµg Program. 
• Instructs and speaks :at industry conferences as well as at Virchow Krause 

sponsored. seminars. 

EDUCATION 
UniversitY of Wisconsin - Eau Claire 
Bachelor of Business Administration in Accountmg 

RELEVANT CONTINUING-EDUCATION 
Nilln~rous Single A~ditTraining Sessions • 

• Virchow Krause Ess~ntials of Utility Financial Management 

• Higher Education Accounting Workshop · 

• WICP A. School bistrjct Auditor Workshop 

• GRATE Advanced• Governrilerit<ll j\ccounting Seminar 

• · Virchow Krause Goveriunental Auditing Update 

• Miru:iesota Local·Goverhment Auditing and Accounting Update 

• 
• 

GFOA Annual1Jpdate _ . . . · . 
Numerous GASffNo. 34Training Sessions 

Your Most Valued Advisor • virchowkraus 
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Susan B. Hooper, CPA 
Manager 

952.351.4711 
shooper@virchowkrause.com 

Virchow1<rause 
. 8i._company 

SUSAN 8. HOOPER 

Susan Hooper, Manager in the Public Sector Practice Group ofVirchow, Krause 
& Company, LLP, has been with the firm since 2002. She specializes in serving 
not-for-profit, educational, and governmental organizations. She has extensive 
experience in performing financial and compliance audits. 

SPECIFIC EXPERIENCE 
• Manages financial audits and reviews for numerous private colleges, 

universities, and other not-for-profit organizations. 
• Performs single audits in accordance with OMB Circular A-133 and State . 

Single Audit Guidelines. 
• Performs financial audits of school districts. 
• Provides accounting assistance. 
• Helps governmental clients interpret and implement Governmental 

Accounting Standards including GASB No. 34. 
• Prepares federal tax forms 990 and 990-T for private colleges, universities, 

and other not-for-profit organizations. 
• Performs financial audits of pension plans. 

INDUSTRY INVOLVEMENT 
• AI CPA - American Institute of Certified Public Accountants 
• MNCP A - Minnesota Society of Certified Public Accountants 
• MACPA - Michigan Asso.ciation of Certified Public Accountants 
• IMA - Institute of Management Accountants 

EDUCATION 
Northern Michigan University 
Bachelor of Science in Accounting 

RELEVANT CONTINUING EDUCATION 
• Higher Education Accounting Workshop 
• Virchow Krause College Update Video Teleconference 
• Virchow Krause GAO Independence Rules 
• MNCPA Local Government Audits Conference (annually) 
• MNCPA Not-for-Profit Conference (annually) 
• Virchow Krause IRS Audits: Interest Rate Swaps 
• MNCPAFraud & Fmancial Statement Audit Session 
• MNCPA A&A Update &.Ethics 

Your Most Valued Advisor • virchowkrause.com 
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Brandi M. Suda, CPA 
Senior Accountant 

715.833.1717 ext. 25 
bsuda@virchowkrause.com 

~ 
VirchOWKrause 

&company 

BRANDI M. SUDA 

Brandi Suda, Senior Accountant in the Public Sector Practice Group, has been 
with Virchow, Krause & Company, LLP since 2001. She is involved in 
providing financial audits of municipalities, utilities, counties, not-for-profit 
organizations, and educational institutions. 

SPECIFIC EXPERIENCE 
• Assists with audits of governmental units including counties, cities, towns, 

and villages. 
• Performs financial and single audits of school districts. 
• Prepares A-133 single audits of counties and cities. 
• Assists with financial audits and A-133 single audits.ofprivate colleges and 

other not-for-profit organizations. 
• Helps clients implement new accounting standards including Governmental 

Accounting Standards Board No. 34 (GASB No. 34). 
· • Prepares financial reports. 

INDUSTRY INVOLVEMENT 
•. WI CPA - Wisconsin Institute of Certified Public Accountants 
• · AICPA.;. American Institute of Certified Public Accountants 

EDUCATION 
University of Wisconsin - Green Bay 
Bachelor of Science in Accounting and Finance 

RELEVANT CONTINUING EDUCATION 
• Numerous GASE.No. 34 Training Sessions 
• V irchow Krause Utility Staff Training 
• GAO Governmental Auditor Independence Teleconference 
• Higher Education Accounting Workshop 
• WICPA School District Auditors Workshop 
• Student Financial Aid Audit Seminar 
• ORA TE Advanced Governmental Accounting Update 
• GFOA Annual Update 

Your Most Valued Advisor • virchowkrause.com 
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Ryan L. Engelstad 
Accountant 

952.351.4613 
rengelstad@virchowkrause.com 

VirchoWKrause 
company 

RYAN l. ENGELSTAD 

Ryan Engelstad, Accountant in the Public Sector Practice Group, has been with 
Virchow, Krause & Company, LLP since 2003. He specializes in performing 
financial audits for not-for-profit organizations including private colleges and 
universities and school districts. 

SPECIFIC EXPERIENCE 
• Assists with financial audits of not-for-profit organizations including 

private colleges and universities and school districts. 
• Helps clients implement new accounting standards including Governmental 

Accounting Standards Board No. 34 (GASB No. 34). 
• Assists with financial statement preparation. 

EDUCATION 
University of Minnesota ~ Twin Cities 
Bachelor of Science in Accounting 

RELEVANT CONTINUING EDUCATfON 
• Virchow Krause Governmental Auditing Update 

· Your Most Vaiued Advisor • virchowkrause.com 
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A. Personnel Costs: 

Estimated hours 
Rate per hour 

Total Personnel Cost 

B. Cost of supplies and materials: 
Report production 

C. Indirect costs: 
None 

D. Travel and subsistence costs: 
Travel . 

Less courtesy discount 

E. Total cost for 2004 audit 

Partner 

16.00 
$ 225.00 

$ 3 600.00 

Manager Senior /Staff Total 

16.00 88.00 120.00 
$ 180.00 $ 125.00 

$ 2 880.00 $ 11.000.00 $ '17,480.00 

500.00 

100.00 

0.500.00) 

$ 16 580.00 

Estimated fees for the 2005 and 2006 audits are based on the above hours plus an increase in fee amounts for 
inflation: 

2005 

2006 

~ 
Virchow1<rause 

. &:company 

Virchow, Krause & Company, LLP 
· 7900 Xerxes Avenue South, Suite 2400 

Bloomington, MN 55431-1115 
952.835.1344 

Email:· ddekam@virchowkrause.com 
Internet: www.virchowkrause.com · 

Daryl DeKam, CPA, Partner 

February 21, 2005 · 

$ 16 600.00. 

$ 17 100.00 
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. Certifed Puhlic Accountants & Consultants 

Grandview Square 
5201 Ed~n Avenue 
Suite 370 
Edina, MN 55436 

Mr. Patrick E. Flahaven 
Minnesota State Senate 
231 State Capitol · 
St. Paul, Minnesota 55155 

Dear Mr. Flahaven: 

February 21, 2005 

Thank you for the opportunity to submit this proposal to the Minnesota State Senate (the Senate). Abdo, Eick & 
Meyers, LLP (the Firm) has performed audits of other··components of the State of Minnesota including the Minnesota 
House of Representatives, the Legislative Auditor and Legislative Coordinating Commission. Our prior experience 
with the Legislative Coordinating Commissi9n, the House of Representatives and the Legislative Auditor gives us a 
great advantage in understanding how your agency works and how information flows through your sy~tem. 

The Firm has been providing audit services to local governments for over 40 years. Our client retention has been 
excellent because we have delivered quality timely audit and consulting services. Our success has also been driven 
by utilizing staff that is experienced and well trained in governmental operations. This experience proyides a solid 
base of knowledge, insight and governmental accounting expertise for your staff and Audit Subcommittee of the 
Committee on Rules and Administration (Audit Subcommittee) to draw upon. In addition to the audit, our partners, 
managers and staff can provide assistance in many areas of your accounting process and help make improvements in 
your procedures. 

The Firm recognizes that its most important product is prompt and effective service of the highest quality. The 
quality of our service allows us an opportunity to be an integral part of your finance team. We feel that 
communication, expertise, education and audit approach are important factors in the Senate's relationship with an 
audit firm. We have addressed each factor as follows: 

• Communication - A component of our mission statement is a philosophy that we will assist clients in 
. reaching their maximum potential by open communications and teamwork. We achieve that objective by 
developing a clearly written audit plan that is intended to address ·questions before they need to be asked. We 
communicate this plan prior .to beginning the audit with a meeting between Senate finance staff and the 
partners and managers assigned to the job. In addition, we address any issues resulting from the audit 
fieldwork by developing an age.nda for an exit conference. We intend to document what we need and take 
any surprises out the audit process for Audit Subcommittee and staff. 

• Expertise and expenence - We audit more Minnesota· cities than any firm in the State and have been 
providing services to governments since we began doing business in 1963. Over half of the Firm's staff work 
in the governmental division and use over 90 percent of their time to serve local governmental clients. ·By 
serving clients ·of all sizes we have gained considerable experience in understanding how cities work. This 
experience is sh~red among all staff members from junior staff to partner level. We have helped cities 
a~alyze, develop and maintain facets of their operations that will give us a unique insight into how your 
Senate and Finance Department operate. 

952.835.9090 • Fax 952.835.3261 
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Page Two 

• Education and Resources - The Finn is committed to providing a team environment that fosters growth and 
development through a training and learning environment. The Firm has been actively involved developing 
training for professional organizations that serve municipal clients. In the past few years we have developed 
curriculum and provided training for our clients, the Minnesota Government Finance Officer's Association, 
the Minnesota Municipal Clerks and Finance Officer's Ass.ociation and the League of Minnesota Cites. We 
also follow the activities of the Governmental Accounting Standards Board and comment on any relevant 
exposure drafts. These activities directly benefit the Senate because it builds our base of expertise in 
municipal operations and we communicate this information to the Senate. 

• Audit approach - Our approach to an audit is heavily dependent on technology. We implemented a paperless 
audit process in 2003 and have now converted 100 percent of our clients to this process. Our paperless 
auditing has allowed for greater communication with our clients and our staff, has made all of our staff more 
productive, improved the quality of the audits and has shortened the turnaround time for our audits. We have 
developed our process with consideration of how your finance department does its job. This ensures that you 
will save time in accumulating information for the audit. 

We look forward to meeting with you to discuss our proposal, and appreciate this opportunity to present our Firm fr 
your consideration. This information is an irrevocable offer to perform audit services for 90 days. 

Sincerely, 

ABDO, EICK & MEYERS, LLP 
Certified Public Accountants 

Steven R. Mc:Ponald, CPA 

952.835.9090 • Fax 952.835.3261 
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J. FIRM PROFILE 

Abdo, Eick & Meyers, LLP (the Firm) has a pr9fessional staff of 30 accountants in its Edina and Mankato 
offices. The two offices serve clients of all sizes and industries. Our services include audits, reviews and 
compilations, monthly accounting, tax planning and preparation, management advisory services and computer 
utilization. The following summarizes the type of government services we provide: 

Governmental Client Base 

• Audit services for ten school districts . 
. • Audit services for approximately 80 cities. 

Eight municipal clients receive the GFOA's Certificate of Achievement for Excellence in Financial 
Reporting. 

• Audit services for approximately 40 fire relief organizations. 
• Audit services for the State of Minnesota Office of the Legislative Auditor and the Minnesota House of 

Representatives. 
• Audit services for EDAs and HRAs. 

The audit will be performed by our Edina office, including field supervision and review. 

Personnel 

Firm wide we have the following staffing for o:ur governmental services. It is important to note that half of our 
staff is at the senior level or higher. 

Position 

·Partners 
Audit Managers 
Audit Seniors 
Audit Juniors/Interns 
Support Staff 

Total 

Number 

2 
2 
4 
6 

_3 

The Firm is committed to a continuing professional education program, which emphasizes the areas of 
expertise of each member of our professional staff. The Firm is required to comply with the Government 
Auditing Standards for each professional practicing in the area of governmental accounting and auditing. We 
are committed to follow those standards, which result in quality audit services, including continuing education 
of forty hours each year for all staff. As required by Government A2fditing Standards, all governmental audit 
staff receives the required continuing education in the area· of governmental auditing and accounting. These 
policies are certified periodically by independent Peer Review. 

Library facilities are maintained that include current professional literature and specific information for the 
industries that we serve. The Firm library is al~o reviewed as part of the external quality review program .. The 
Firm has in-house training programs specific to our governmental clients. We also perform auditing and 
accounting updates for our clients that are organized by our staff. These practices ensure the quality of our 
staff over the term of engagement. 
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I. FIRM PROFILE - CONTINUED 

Partner, S~pervisory and Staff Qualifications and Experience 

The following staff members would be scheduled for the upcoming audits. We have fourteen ·staff members,· 
Firm wide, that have con~iderable government experience.· This gives us a large pool to draw on in addition 
the group listed. 

Steven R. McDonald, CPA 
Partner 

Mr. McDonald joined the Firm in 1991 after graduating from Minot State·University and is registered and 
licensed to practice as a CPA in Minnesota. He oversees all of the Edina office's governmental audits, and 
many OMB Circular A-133 audits. Mr. McDonald also has the following qualifications: 

• 13 years of experience auditing local governments in Minnesota. 
• Over 90 percent of billable time relates to governmental clients. 
• Member of the Minnesota Government Finance Officers Association. 
• Member of the Minnesota Society of Certified Public Accountants (MNCP A). 
• Member of the.American Institute of Certified Public Accountants (AICPA).-. 
• . Member of the Minnesota Association of School Business Officials (MASBO). 
• Member of the MNCP A Leadership Cabinet. 
• Past ·chairman of the MNCP A City Report Review Committee.' 
• Past chairman of the MNCP A School District Report Review Committee. 
• Participates in the MNCP A Government Accounting and Auditing Committee. 
• ·Participates on the Special Reyiew Committee for the Government Finance Officers Association. This 

committee reviews reports for acceptance into the Certificate of Achievement for Excellence in 
Financial Reporting program. , 

• Completed the AICP A Certificate of Educational Achievement (CEA) Program for Governmental 
Accounting and Auditing. 

• Serves on Minnesota Office of the State Auditor's TIF Task Force. 
• Provided testimony to a Minnesota House of Representatives sub-committee for charter school issues. 
• Presents seminars on preparing for an audit and implementing GASB Statement No. 34. · 
• Received GAO required levels of training specific to governments each year over the past three years. 

Andrew K. Berg, CPA 
Audit Manager · 

Mr. Berg joined the firm in 1994 after graduating Cum Laude from Gustavus Adolphus College and is 
registered and licensed to practice as a CPA in Minnesota. His work includes supervising several municipal, 
school district and OMB Circular A-133 audits. Mr. Berg also has the following qµalifications: 

• 10 years of experience auditing local governments in Minnesota. 
• Over 90 percent of billable time relates to governmental clients. 
• Member of the Minnesota Association of School Business Officials (MASBO). 
• Member of the Minnesota Government Finance Officers Association. 
• Member of the Minnesota Society of Certified Public Accountants (MNCP A). · 
• Member of the American Institute of Certified Public Accountants (AICP A). 
• Member of the MNCP A City Report Review Committee. 
• Received GAO required levels of training specific to governments each year over the past three years. 
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I. FJRM PROFILE - CONTINUED 

Partner, Supervisory and Staff Qualifications and Experience-: Continued 

Brad J. Falteysek, CPA 
Audit Senior 

Mr. Falteysekjoined the Firm in 1998. He graduated from Winona State University and is registered and 
licensed to practice as a CPA in Minnesota. His work includes audit and accounting for many of the Firm's 
governmental clients including OMB Circular A-133 audits. He was also employed by the Office of the 
Legislative Auditor for nearly two years before starting at our Firm. Mr. Falteysek also has the following 
qualifications: 

• 6 years of experience auditing state and local governments in Minnesota. 
• Over 90 percent of billable time relates to governmental clients. 
• Member of the Minne~ota Association of School Business Officials (MASBO). 
• Member of the Minnesota Government Finance Officers Association; 
• Member of the Minnesota Society of Certified Public Accountants (MNCP A). 
• Member of the American Institute of Certified Public Accountants (AICP A). 
• Receiyed GAO required levels of training specific to governments each year over the past three years. 

Kristi Brutlag 
Staff Accountant 

Ms. Brutlag joined the Firm in 1997. She graduated from Moorhead State University. Her work includes audit 
and accounting services for the Fimi' s governmental clients. She has hands-on experience in processing 
information through many governmental finance packages. Ms. '.Brutlag also has the following qualifications: 

• 7 years of experience in providing accounting and auditing services for local governments in 
Minnesota 

• Processing experience with Banyon, Springbrook, Civic Finance systems and QuickBooks 
• l3 years experience.in private accounting for a variety of industries 
• Re~eived GAO required levels of training specific to governments each year over the past three years 

Joan Carlson, CPA 
Staff Accountant 

Ms. Carlson joined the Firm in 2001. She graduated from Texas State University and is licensed to practice as 
a CPA in Minnesota. She has ·over 5 years experience as a municipal accountant for the City of Long Lake. 
Her primary responsibilities have been audits and accounting for local governments. Ms. Carlson also has the 
following qualifications: 

• 3 years of experience auditing local governments in Minnesota. 
• 5 years experience as ~ead accountant for· the City of Long Lake. 
• 12 years experience in a variety of private industry accounting positions. 
• Processing experience with Banyon, Civic Finance systems and QuickBooks. 
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I. FIRM PROFILE - CONTINUED 

Partner, Supervisory and Staff Qualifications and Experience - Continued 

Our pool of additional staff members who mainly serve governments are listed below along with their years of 
experience: 

Staff Member 

Kyle Meyers 
Tom Olinger 
Morey Schafer 
Jason Etter 
Dee Sasse 
Kylie Zoellmer 
Stephanie Guyer 
Nathan Reinhardt 
Kelly Begalka 
Matthew Vos 

Position 

Audit Partner 
Audit Manager 

Senior 
Senior 
Senior 
Junior 
Junior 
Junior . 
Junior 
Junior 

Years of 
Experience 

22 
9 
6 
4 
3 
2 
2 
1 
1 

Hired August 2004 

Our staff participates in activities relating to government accounting and reporting issues through our 
membership and involvement with the following organizations: 

a) Minnesota Society of CPA's Governmental Accounting and Auditing Committee 

b) Minnesota Government Finance Officers Association 

c) Minnesota Association of Small Cities 

d) Minnesota Municipal Clerks and Finance Officers Association 

e) Government Finance Officers Association 

f) Government Accountlng Standards Board (GASB) 

g) League of Minnesota Cities 

h) Minnesota Association of School Business Officials 

Through our participation in these organizations and continuing education provided by them, our Firm 
continues to stay abreast of all current governmental accounting and reporting issues. 

Independence 

Our standards require that we be withouf bias with respect to your operations. The Firm is independent of the 
Minnesota State Senate, St. Paul, Minnesota, as defined by auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the _Comptroller General of the United States. 

-6-



I. FIRM PROFILE - CONTINUED 

Licensed to Practice in Minnesota 

The Firm and its entire CPA staff hold licenses to practice in the State of Minnesota. AU licenses are in good 
standing. The Firm and several of its owners are licensed in other states and also are in good standing. The 
Firm's CPAs are all members in good standing with the Minnesota Society ofCPAs and the AICPA. 

Quality Control 

The Firm is a member of the American Institute of Certified Public Accountants Division of Firms and has 
received an unmodified opinion on its Peer Review, a copy of which is attached. Our Peer Review, which 
included -governmental audits, was completed in 2002. 

The Firm has not had any Federal or State desk reviews or field reviews of its audits in the last three years. We 
also have had no disciplinary or legal action taken or pending against the Firm during the past three years with 
state regulatory bodies, professional organizations or clients. 

Minnesota Legal Compliance Manual 

All staff members participating in governmental audits receive training on the Minnesota Legal Compliance 
Manual through the annual Minnesota Society of Certified Public Accountant's (MNCPA) Audit Seminar. 

Single Audit Act 
(OMB Circular A-133) 

The Firm tias extensive experience with the U.S. Offi<?e of Management and Budget (OMB) Circular A-133 
Compliance Supplement, also referred to as the Single Audit Act. In total, the Firm completes over 30 single 
audits with over 50 different CFDAs each year with expenditures ranging from $300,000 to $9,000,000. 

Governmental Accounting Standards Board (GASB) Statement No. 34 
Basic Financial Statements - and Management's Discussion and Analysis -

for State and Local Governments 

We have extensive experience with GASB Statement No. 34. We have been preparing for its requirements 
since it was issued and will be fully prepared to senre your ongoing needs. Our Firm's experience with GASB 
Statemen.t No. 34 is documented below: 

• Provided a s.eminar on implementation issues in 1999 that was attended by over 100 governmental 
employees. 

• Provided training specific to GASB Statement No. 34 implementation at a League of Minnesota Cities 
annual seminar and at other conferences. 

• Completed implementation for fifteen governments. 
• Assisted the majority of our cities and schools in developing a capital assets policy. 
• Met with the majority.of our cities and schools to develop a documented implementation plan prior to the 

required year of implementation. 

We are very familiar with all the requirements and are confident we can provide solutions for any GASB 
Statement No. 34 issue, whether it is questions on program revenue assignments, work paper setup or any other 
accounting or reporting issue. 
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I. FIRM PROFILE - CONTINUED 

P~perless Audit Pr~cess 

In November 2003, the Firm implemented a paperless audit process. Our process is.fully mtegrated from start 
to finish and is not just a document management tool. Operating m a paperless environment allows us to 
enhance teamwork by ·centrally managing the audit. This allows us to build efficiency into all segments of tht. 
engagement, which results in savings to the Senate. Through this software, we are able to import your trial 
balance data and your work paper schedules for use in our work papers. This eliminates redundancy and 
allows for easier communication between your staff and ours.. All staff are equipped with laptop computers 
that use current operating system upgrades and service packs. · 

We are able to incorporate all Excel, Word, Adobe or any ASCil file f~rmat into our software. In the field, our 
staff is networked through a portable hub and we connect to the internet through this hub. This allows our staff 
to send arid receive e-mails to your staff, which helps make the transfer of data even more efficient. 
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II. SII\filAR ENGAGEM.ENTS WITH OTHER GOVERNMENT ENTITIES 

We have long-term relationships with many governmental clients. Some of the relevant clients are listed 
below. 

An understanding of financial and compliance audit at the state level is obtained by our work for the Minnesota 
House of Representatives and the Office.of the Legislative Auditor. We have performed the last two audits for 
the House and approximately the last eight for the Legislative Auditor. The address and contact person is 
shown below: 

Minnesota Office of the Legislative Auditor 
James Nobles, Legislative Auditor 
1st Floor, Centennial Building 
658 Cedar Street 
St. Paul, MN 55155 
651-296-4708 

Mimiesota House of Representatives 
Paul Schweizer 
198 State Office Building 
100 Rev. Dr. Martin Luther King Jr. Blvd. 
St. Paul, MN 55155 
651-296-3572 

Our experience with municipalities involves audit, accom:iting and management advisory services. A good 
example of a city audit would be the City of Prior Lake. The address and contact person is shown below: 

City of Prior Lake 
Ralph Teschner, Finance Director 
16200 Eagle Creek A venue Southeast 
Prior Lake, MN 55372 
952-447-4230 

Evidence of our experience with compliance audit is viewed thro~gh our work with the Metropolitan 
Educational Cooperative Service Unit. This organization receives over $3,000,000 in federal funds that are 
audited under the single audit act. This organization receives most of its revenue from federal sources and 
provides training and assistance to school districts. The address and contact person is shown below: 

Metropolitan Educational Cooperative Service Unit 
Celine Hom, Accountant 
4001 Stin~on Boulevard, Suite 210 
Minneapolis, 1\1N. 55421 
612-638-1503 
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II. SIMILAR ENGAGEl\1ENTS WITH OTHER GOVERNMENT ENTITIES - CONTINUED 

We belie~e that ~ur role extends beyond delivery of an audit report. We have experience in many other non
audit areas that could be useful to you, and that would help to make us a solid reference source. Additional 
areas where we provide non-audit services are listed below: 

a. Conduct seminars on the implementation of Governmental Accounting Standards Board (GASB) 
Statement No. 34 for governments. 

b. Or~anize meetings for staff on specific GASB Statement No. 34 implementation plans. 

c. Develop a complete purchase order system with flowcharts and narratives to explain the entire process 
from requisition to payment, and the use of budgetary controls. 

d. Provide monthly and quarterly accounting and computer services for general, municipal liquor store, and 
utility funds. 

e. Develop a chart-of-accounts to meet GASB Statement No. ~4 requirements, and establish a computerized 
accounting system, based on the State Auditor's Chart of Accounts. 

f. Revise client monthly reporting procedures and pool vario~s cash and investment accounts to maximize 
interest earnings. 

g. Review bond resolutions to determine the method of financing and tax levies required. 

h. Complete municipal utility rate study to determine rates needed to cover operating costs and provide fr,_ . 
future expansion. 

I. Evaluate and redesign systems to conform to grant accounting requirements. 

· J. Conduct seminars on budget techniques and budget preparation. 

k. Organize a software demonstration day for clients to review various software products. 
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II. SIMILAR ENGAGEMENTS WITH OTHER GOVERNMENT ENTITIES - CONTINUED 

In addition to those cities listed on the preceding page, we work with many more governmental clients. Our 
client retention history has been excellent and several of the governments have been clients for more than 30 
years. 

School Districts 
ISD #252, Cannon Falls ISD #2895, Jackson Minnesota Valley Education District 
ISD #282, St. Anthony ISD #2144, Lindstrom South Central Service Coop 
ISD #391, Clevelan.d Metro ECSU Trio Wolf Creek Charter #4095 

ISD #424, Lester Prairie 
Cities 

Amboy+ Janesville+ New Ulm*+ 
Arden Hills Jordan Nicollet+ 
Belle Plaine Kasson#+ North Mankato *+ 

Blooming Prairie Kenyon+# Norwood Young America 
Byron Kilkenny North Oaks 

Cannon Falls + Lake Elmo+ Olivia+# 
Carver Lauderdale Otsego 

Centerville LeCenter# Owatonna 
Chisago City Lesueur+ Pemberton+ 
Claremont+ Lindstrom+ # Pine Island + # 

Corcoran Long Lake+ Prior Lake+ 
Courtland Lonsdale# .. Red Wing 
Dayton+ Loretto ·Rockford 

Elk River * + # Luverne*# Rogers 
Elysian+ Madison Lake + Shorewood * # 

Excelsior+ Mankato* Sleepy Eye 
Fairmont * # + Maple Plain Springfield + . 

Gaylord+ Mapleton+# St. Louis Park 
Good Thunder Mayer Vadnais Heights + 
Granite Falls # Medford+# Vermillion 

Green Isle -Melrose+ Victoria+ 
Grove City Minnetonka Beach Wabasha 
Hartland+ Montgomery+ Waldorf#+ 

Henderson+ Morristown Waterville + 
Hilltop Mound*# Wells+# 

Hutchinson*# Mountain Lake + Westbrook 
Independence Nerstrand Wilder 

Isanti# New Richland+ Winnebago+ 
Isle# Wyoming+ 

Other Governmental Units 
Albert Lea HRA . Lake Minnetonka Conservation District Rockford FRA 

Albertville Joint Powers Water Board Lake Washington Sanitary Distri'ct Sherburne/Wright Cable Comm. 
Anoka/Champlin Fire Relief+ Lakes Area Police So. MN Cable Comm. 

Blue Earth County HR.A Legislative Coordinating Commission South Bend Township + 
Carver County HR.A Minnesota House of Representatives . South Central MN Multi County HRA 

DelevanFRA Minnesota Lake FRA St. Paul Park Fire Relief 
East Edina Housing Foundation Mound HR.A St. Peter FRA 

EastonFRA New Prague Utilities Traverse des Sioux Library System 
Elk River Utilities Northfield FRA TrumanFRA 
Eureka Township Office of the Legislative Auditor Vernon Center FRA 

Excelsior Fire Dfstrict Owatonna HRA WasecaFRA 
Government Training Service Plymouth RF A West Hennepin Public Safety Dept 

HRA of Steams County Ramsey/Washington Cable Comm. Westbrook Utilities 
Kenyon Utilities Region Nine Development Comm. 

* Clients who submit a CAFR, and are holders of the GFOA Certificate of Achievement for Excellence in 
Financial Reporting. 

+ Fire Relief Association included 
# Liquor store included 
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ill. SPECIFIC AUDIT APPROACH 

We will audit the financial statements of the Senate for the year ended June 30 in accordance with the 
following standards: · 

' • Auditing Standards Generally Accepted in the United States of America 
• Standards for financial audits set forth in the U.S. General Accounting Office's Government Auditing 

Standards (2003 edition) 
• U.S. Office of Management and Budget Circular A-133, Audits o{States, Local Governments and Non

Profit Organizations (if applicable) 

Our audit will be for the purpose of expressing an opinion on these financial statements, and will include such 
auditing procedures as considered necessary to accomplish this purpose. We will also provide an "in-relation
to" opinfon on the combining and individual fund and account group financial statements supplemental 
information suitable for a comprehensive annual financial report. The statistical section will remain unaudited. 

In addition, we will provide the Audit Subcommittee with a management letter that will give written appraisals 
of its accounting and related systems. This letter will recommend the elimination of weaknesses that we 
identify, and will suggest methods to improve efficiency and effectiveness. We will schedule an appearance 
with the Audit Subcommittee that allows an opportunity for us to present the audit and management letter. 
This is an excellent time for the Audit Subcommittee to resolve any questions they have regarding our audit or 
management issues. As mentioned earlier, the value in hiring our Firm comes from not only the audit, but from 
our experience with municipalities, and the education we can provide. We hope that as questions or concerns 
arise throughout the year, the Audit Subcommittee and staff would feel free to contact us and draw on our 
knowledge and experience. 

Segmentation of Engagement 

Preliminary field work 

Our goal in preliminary field work is to gain a thorough understanding of your internal controls, processes and 
procedures. We also aim to accomplish as much interim field work as possible so that our stay during field 
work is kept to a minimum. An understanding of internal control will be gained by interviews with appropriate 
staff, review of job descriptions and/or procedure manuals, and will be documented through procedure 
memorandums, flow charts and use of Practitioners Publishing Company (PPC) forms relating to internal 
control. 

-12-
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ID. SPECIFIC AUDIT APPROACH - CONTINUED 

Segmentation of Engagement - Continued 

Statement on Auditing Standards (SAS) 99 

The Statement on Auditing Standards 99 is effective for periods beginning on or after December 15, 2002. 
This standard addresses consideration of fraud in a financial statement audit. It also expands the auditors' 
responsibilities in addressing fraud compared with previous standards. The requirements of the standard have 
been considered when budgeting the time anticipated for all years within the proposal. 

At our preliminary field work date, we expect you to have the following available for review: 

Organizational chart 
Job descriptions 
Procedi.lre documentation 
Personnel policies 
Audit year budget 
Audit Subcommittee minutes from January 1st until the last approved set 
Bond books for debt sales in the audit year 
Financial reports for the most recent closed month 
Identification of expenditure of federal awards and any further anticipated .federal expenditures 

·Field work 

We obtain evidence to support financial statement amounts and disclosures during field work. Our Firm 
utilizes a methodology designed for government units. Materiality determines the extent of testing of account 
balances or classes of transactions. Our tests also determine reliability of the unit's system to report activity 
and safeguard assets. Our process emphasizes continuous communication with your staff. 

The field work conducted in 2005 will consist of the following: 

• Partner and manager level staffing throughout field work. Our prior audits have had partner and 
m~nager staffing for the majority of the field work. 

• An entrance conference to discuss working papers and any issues requiring further discussion from our 
review of the minutes or questions of finance sfaff. 

• We use PPC audit programs in an electronic format to direct our field work. These programs are 
modified specifically for your entity, which makes the most efficient use of our time. Our objectives 
are clearly stated in the program and all financial statement assertions are addressed (examples: 
existence, completeness, rights and obligations, valuation and presentation and disclosure). We test 
balances based on ol.lr calculation of materiality. At this stage we will incorporate the requested Senate 
prepared schedules into our testing. 

• Our goal at this stage is to obtain sufficient competent evidential matter that will help give us a 
reasonable basis for our opinion on the financial statements. 

• The final step is the exit conference, where we discuss results of audit tests, suggestions for 
management, any proposed audit adjustments and the reporting formats to be implemented by the 
Senate. 
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SPECIFIC AUDIT APPROACH - CONTINUED 

Segmentation of Engagement - Continued 

Preparation of audit report and management letter 

After reViewing the financial statements, notes and required supplementary schedules, we will agree the dat' 
our working papers and provide a thorough review of all information by using written Firm standards and 
checklists. We will also review and incorporate any statistical data. This will verify appropriate presentation 
and disclosure. We will also at this time prepare our management letter that identifies financial trends and 
recommendations for improvement, reports required communications to the Audit Subcommittee and discusses 
changes in the environment in which governments operate. We will provide a draft of the management letter 
for the Senate's review by June 15. The final report will be presented to the Audit Subcommittee by a 
representative of the Firm. 

Level of Staff and Hours Assigned to Water Commission Audit. 

Our fees are determined based upon the hourly rates of the individuals to be assigned to complete the audit. 
Our fees are based on the Senate's staff assisting us whenever possible with audit schedules .. We will provide a 
detailed audit plan and prepare a list of schedules needed upon proposal acceptance. We will schedule the 
audit for the 2004 financial statements for completion by July 1, 2005 and a delivery of the audit report to the 
Secretary of the Senate by August 31 ~ 2005. The following table summarizes our proposed segmentation of the 
engagement: 

Date/Segment 

May 2005 
Preliminary 

field work 
June 2005 

Field work 
June 2005. 
~eport preparation and review 

June 2005 
Exit conference 

and draft 
discussion 

August 2005 
Delivery to 

Secretary of the Senate 

Total hours 

Partner 

4 

4 

4 

2 

2 

16. 
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2004 Audit Hours 
Mgr · Senior. Sec. Total 

8 5 17 

6 78 10 98 

4 14 9 31 

2 

2 

10 100 24 150 



III. SPECIFIC AUDIT APPROACH - CONTINUED 

Level of Staff and Hours Assigned to Segment - Continued 

2005 - 2006 Audit Hours. 
Date/Segment Partner Mgr Senior Sec. Total 

May 
Preliminary 

field work 4 8 5 17 
June 

Field work 4 6 78 10 98 
June 

Report preparation and review 4 4 14 9 31 
June 

Exit conference 
and draft 
discussion 2 2 

Au.gust 
Delivery to 

Secretary of the Senate 2 2 

Total hours 16 10 100 24 150 

As mentioned on page 14, the fee estimate is assuming the Senate staff completes our detailed audit plan, 
which is provided prior to year· end .. 

Sampling 

Sampling may be used in the testing of a particular balance or class of transactions. We may use any of the 
following methods to determine our sample: 

Random number 
Systematic 
Block 
Haphazard 
Stratified 

As an example, a test of cash disbursements could be sampled by selecting 25 to 75 transactions using 
systematic sampling. In all cases, discrepancies are researched and extrapolated to the population. 
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ID. SPECIFIC AUDIT APPROACH - CONTINUED 

Analytical Procedures 

Analytical procedures are defined in Statement on Auditing Standards No. 56, "Analytical Procedures" as 
evaluations of financial information made by a study of plausible relationships around both financial and nc 
financial data. They are required in the planning and final review stage, but our Firm encourages staff to use ill · 

substantive testing wher~ pos~ible. Our Firm management directs the use of analytical procedures as follows: 

Planning 

The objective for analytical procedures at this stage is to direct attention to likely misstatements. We use trend 
analysis to meet our objective in planning. Examples of trend analysis would be comparison to budget for 
funds that adopt a budget and/or comparison to prior year. We also may consider comparison among three to 
five years.. Additional testing may result if the expectations established at the start of the trend analysis are not 
met. 

Substantive Testing 

The objective of analytical procedures at this stage is to support or refute financial statement account balances. 
We have.found that analytical procedures are more efficient and can be more_effective than tests ofdetails. 
Depending on the make-up of the account, we will use trend analysis, ratio analysis and/or modeling. 

Final Review 

The objective is to review the reasonableness of financial statement account balances. We use trend analy&. .> 

meet our.objectives. This trend analysis is completed on final audited amounts. 

A.pproacb to be taken in determining laws and regulations subject to audit test work 

We are required to obtain an understanding of the possible financial statement effect oflaws and-regulations 
that have a direct and material effect on the determination of financial statement amounts. The determination 
of laws and regulations is addressed in the planning stage through reading available grant documentation, 
inquiry of the client, a preliminary review of finance system accounts and search of the.Audit Subcommittee 
minutes. We also have working knowledge of the types oflaws and regulations Minnesota governments 
operate under. Further discussion is provided in Section I. We also obtain further information about federal 
laws and regulations through the Catalog of Federal Domestic Assistance (CFDA) and the OMB Circular A-
133 Compliance Supplement. · 

Approach to be taken in drawing audit samples for purposes of tests of compliance 

Since each program or grant agreement is different, we use many different approaches to sampling in our tests 
of compliance. The size of the sample considers many factors; size of the program, program maturity, 
complexity, level of oversight and prior audit findings. IBtimately, our professional judgment determines that a 
representative number of transactions have been selected. You can be confident in our judgment because < 
senior level (Partner or Manager) staff make decisions on planned co~pliance testing. 
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July 10, 2002 

To the Partners 
Abdo, Eick & Meyer~, LLP 

. Eoollf£CHJ:LLING LTD. 
CONSULTANTS AND CERTIFIED PUBLIC ACCOUNTANTS 

. ' 

. .: 

APPENDIXB 

PEER REVIEW REPORT 

Dean R. Ager, CPA 
Thomas L Sykes, CPA 

Michael S. Altman, CPA 
William]. Gravelle, CPA 
Deborah]. Medlin, CPA 

Darla R. Benoit, CPA 

We have reviewed the system of quality control for the accounting and auditing practice of Abdo, Eick·& 
Meyers, LLP (the firm) in effect for th~ year ended May 31, 2002 .. A system of qualitY, contro·1 
encompasses the firm's organiz~tio_nal structure and the policies adopted and proee9ures established to 
provide it with reasonable assurance of conforming with professional standards. The elements of quality 
control are tjescribed in the Statements on Quality.Control Standards issued by the American Institute of 

· Certified Public Accountants (AICPA). The design of the system and compliance with it are the 
responsjbility of the firm. Our responsibility is to express an opinion on the design of the system, and the 
firm's compliance with the system b~sed on our revjew. · 

Our review. ~as conduGted in accordance with standards established by the Peer Review Board of the . 
AICPA. In performing our rev.iew, we obtained an understanding of the system of quality control for the 
fi.rm's accounting and auditing. practice. In addition, we tested compliance with t~e· firm's quality control 
policies and procedures to the extent we considered appropriate. These tests covered the application of 
the firmis policies and pro.cedures on selected engagements.- Because our review was based on .. 
selec~ive tests, it would not necessarily dis~lose all weaknesses in the system of quality control or all 
instances of 1.a~k of compliance with it. · 

B.ecause. there are inherent: limitations in the effectiveness of any system of quality control, de.partures 
from the system may occur and 11ot be detected.· Also, projection of any evaluation of a system of quality 
control to futUre periods is subject to the risk. that the system of quality control may become inadequat~ 
·because of changes in conditions, or because the degree of compliance with the policies or procedures 
may deteriorat_e. · · · · 

In our opinion,· the .syst~m of quality control for the accounting and auditing practice of Abdo, Eick & 
Meyers, LLP in effect for the year ended May 31, 2002, has been designed to meet the requirements of 
the quality control standards for an accounting and.auditing practice established by the Al.CPA and was 
complied with during the year then ended to provide the firni with reasonable assurance of conforming 
with j:irofessional standards. · 

600 Wells Fargo Center· 230 West Superior Street ·Duluth, MN 55802-1953 · Phone 218·722-4705 ·Fax 218·722·8589 
807 Cloquet Avenue· Claque~ MN 55720·1677 · Phone 218·879·1503 ·Fax 218·879·6240 

Suite 228 · 1225 Tower Avenue · Superior, WI 54880 · Phone 715' 394-6621 · Fax 715-394·5629 
www.eikill.com 
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PROPOSER GUARANTEES AND WARRANTIES 

Proposer Guarantees 

1. The prop~ser certifies it can and will provide and make available, as a minimum, all services set forth in the Scope of Audit 
Required section. 

Proposer Warranties 

A. Proposer warrants that it is willing and able to comply with State of Minnesota laws with respect to foreign (non-State of 
Minnesota) corporations. · 

B. Proposer '?v'arrants that it is willing and able to obtain an "errors and omissions" insurance policy providing a prudent 
amount of coverage for the wi1lful or negligent acts, or omissions of any officers, employees or agents thereof. 

C. Proposer warrants that it will not delegate or subcontract its responsibilities under an agreement without the prior written 
permission of the Minnesota State Senate, St. Paul, Minnesota. 

D. Proposer warrants that all informat:ion provided in this proposal is true and accurate. 

Signature of Official: 

Name (typed): Steven R. McDonald. CPA 

Title: ·Partner 

Firm: ABDO. EICK & MEYERS. LLP 

Date:· February 21. 2005 
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COST AND PRICE ANALYSIS 

MINNESOTA STATE SENATE 

RECEIVED 

St::Cf<iE.TARY OF THE 
i\/ili'.tNFSOTA SENATE 

LARS o·N , ALL E N, V\1 EI S HA I R & C 0 . , LL P 
CPAs, Consultants & Advisors 

Minneapolis, St. Cloud, Austin, and Brainerd, MN; 
St.Louis, MO; Philadelphia, PA; Charlotte, NC, and 

E a u C 1 a i r e· , W i s c · o n s i n 

Submitted by: 

HAROLD G. PARSONS 
Principal 

Larson, Allen, Weishair & Co., LLP 
22.0 South Sixth Street, Suite 300 

Minneapolis, Minnesota· 55402-143 6 
6121397-3058 

February 22, 2005 



COST A.ND PRICE ANALYSIS 

PROPOSED SEG1\1ENTATION OF THE AUDIT 

Segment Hours Level 
Engagement P~anning, including SAS 99 8" all 
System Review 4 senior/staff 
Internal Control 12 senior/staff 
Compliance Testing 16• senior/ staff 
Minutes of oversight committee 6 seriior 
Permanent file 8 senior 
Funds held at the State Treasurer and appropriations 8 staff 
Conversion of accounting records to 
modified cash basis of accounting (Note E) 8 senior/staff 

Substantive testing of expenses 22 staff 
Analytical Review 4 senior 
Review of Financial Statements 12 manager/senior 
Engagement Wrap Up/Miscellaneous 12 manager/senior 
Review - Principal 8 principal 
Review A & A Dept. (concurring) 6 principal/manager 
Client Meetings, including SAS99 discussion 8 principal/manager 
Management Letter/Prepare for Meetings 8 principal/manager 
Secretarial 8 other 

Total 158 

PROPOSED FEES 

LarsonAllen' s operating philosophy is to provide professional services of the highest quality at a 
fair fee. We believe that our clients are entitled to and· should expect us to perform our 
engagements in an effective and efficient manner and should expect us to consider the cost of our 
services in our approach to their engagement. We also believe· that mutually satisfactory 
arrangements, with respect to fees, are in the best interest of our clients as well as ourselves. 

The following is a summary of our proposed fees and hourly rates by level for the 2004, 2005, 
and 2006 audit: 

2004 2005 2006 
Financial audit fees $ 17,800 $ 18,200 $ 18,750 

Minnesota State Senate .Page 2 
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COST AND PRICE ANALYSIS 

Standard Rate Discounted 
Estimated hours: Hours PerHoµr Rate Per Fees 

Principal 18 $220 $180 $ 3,240 
Manager 32 190 155 4,960 
Senior 50 120 95 4,750 
Staff 50 110 85 4,250 
Secretarial 8 75 65 520 

158 $17,720 

Estimated out-of pocket expenses 
Primarily parking & mileage 80 

$17,800 

Our proposed hours and fees reflect an annual inflation adjustment for the fiscal 2005 and 2006 
audits. We anticipate some additional "start-up" time which we will absorb in the interest of 
establishing a long-term relationship with the Senate. 

If,. before making your decision, fees become a major issue we ask that you contact us. We realize 
fees are important, however, we do not wish fees to be the determining factor. fustead, our 
objective is to establish a long-term relationship of trust and service. 

OTHER SERVICES 

Other services will be considered as a separate engagement with proposed fees to be based on our 
hourly rates considered iri relation to the requirements of each project. 

Minnesota State Senate Page3 



Form of Proposal for Contract Work 

Gentlemen: 

Secretary of the Senate 
Contract No. 05-01-001 

RECEIVED 

FEB 2 2 2005 q~& 

SECRETARY OF THE 
1. The Undersigned, being familiar with the local conditions affecting the cost cf)llNN6&Gl:~ SENATE 

and with the specifications and general conditions, hereby propose and agree, if this 
proposal is accepted, to furnish services to the Minnesota State· Senate promptly, 
correctly, and in the most professional.manner, in accordance with the provisions of the 
specifications attached to this proposal, for the prices set forth in the attached 
Contractor's Statement of Qualifications, subject to a maximum price (Total Cost), 
including travel and out-of-pocket costs, of: 

,,.,.$1"""'7 ....... 8 ...... 0""""0..__ _______________ for fiscal year 2004 and: 

=-$1.:...:8~.2:.;0;:;;...,0....._ ________________ for fiscal year 2005 and: 

..._$1""'"'8 ........ 7 ........ 5 ...... 0 ________________ for fiscal year 2006. 

2. In submitting this bid it is understood that the right is reserved by the Minnesota State 
Senate to reject any and all bids and it is agreed that this bid may not be withdrawn for a 
period of 30 days after the date of filing it. 

3. If a Corporation, what is the State of Incorporation: 

Limited Liability Partnership 

4. If a Partnership, state full name of the managing partner: 

Gordy Viere. Chief Executive Officer 

5. Conditional Proposals will not be accepted, and no changes of these forms are 
permitted. 

Firm Name and Address: 

Larson. Allen. Weishair & Co .. LLP 

220 South Sixth Street. Suite 300 

1finnea~ 

Title: Principal 



,,- ... 

Date: February 22. 2005 

By: 
Title-:~~~~~~~~-:-~~~~~~~~~~ 

Date: 

Secretary of the Senate 
Contract No. 05-01-001 
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Febf1:1ar)' 22, _2005 

_ 1v.lr.Pa1:rickE. Flahaven · 
Secre~ oftheSenate ... 

•..• · 231 State Capital Building · 
· S.aintPaul, Mitrµesota55155···· 

D.ear Mt. Flahaven: 

' . . 

CIM.s,.(Z6AsultanJs &Advisor..s 
W/fw;larspnallen.com 

Enclosed· is our response to. your request for. proposal· for servfo·es .. availab1e #oD1 ind~pend.et1t. au.ditors. 
Larson,_All_en, W eishair & . Co.,. LLP (LarsonAllen) appredates this opportunity to. subJl1it .a propo~al t~ . 
the Min}iesota State Senate. (Sen.ate). We are very exdtep about thi.s opportt.inity-to share cmr insigb.ts. 
and experiencewith you. · · · · - . · · ·. 

· Qm vision i.s •to be a leadil1g .contributol" to the public sector, providiirg top qualify audit servic~S. We 
hope you will select LarsonAUen to. provide professional auditing services for the followmg reasons': .. 

. . - ' - . . . . ' . . . . . . . . . ' . ~ . 

+ ·Larson, Allen~ Weishair &Co.,.LLPwas founded.in-~inneap()lis.•.in 1953,apd hhs gro\Vlltobethe . 
. l4thlar~est GPA. firm, in the .. U11ited . States . and •.the largest .. in ,Minne.sota, a firm: of more .t}1ail 900 
people, with approximately 400 in tlJ.e Minneapolis office. We- are lai:ge. enough t9. offer a full range · 
of tec@ical~md specialized services. . . . 

• The . principal, 111anager . and senior . auditor assigned to your audit :have 3 7- years of combined 
exp~rience in serving public sector clients,. incl~ding sigt)ifica11t experience With>• government 
reporting 111odels. -Your audit senior, or "in~ch~uge'',' Titn Sim9n, has seven yyal's e_xpetje11ce al.lditing 
govenµnentaJ . clients including. several Minnesota. cities, l)~kota. County, amt .Washington County; 
Audit ManageJ', Craig Popenhagen, has eleven years of experience in serving governmental clit~nts 
·including the cit~es of Mi1llleapolis (GAS.B 34 itnplementation), and audits of J31o'o1llington, Win~na, 
and Minnesot,a :Hou.sing Finance r\_gei19y •. Audit Principal~ Harold Par~ons .ha~ 25 years experience 
including · ... 19 years in Pt1blie . accounting serving public . ~e~.ce ·.clients~ A !f~pres~µtative l~st. of 
govermnent ~udit clients include Southern Minnesota Mtitlfoipal Po'Y~rAgency, Henn~pi~ County; 
the ·Cities of Anoka and Mend9ta Heights, the University Of Iowa Hpspita!s _and (;linic.s, Gre~ter 

- qeveland R~~onal Transi.tAuthority, 1v.linnesotaHousingFinanceAgency, amlthe:¥illeLacs Band· 
of ()jibwe. Harold, Craig, and Tim ali resic1e ·in the T~n. Cities and. work oµt of our Minneapolis office. · ·· · · · · · - · · · · · · · 

· • : All of the s~nfor men;ib.ers ofthe. en.gage1Tlent team. noted above. have extensive; experience working 
with. the State's finat}~ial accounting system.· This provides for a more efficient audit as wdlas the 
opportunicy fQr value .. added suggestibn~to.iniprove·your"operations and efficiencies~ . -

• We .atll actiVb meriitiers ofthe>§tat~ Soci:ty of C~A'S Government Accouritfug Wld Au4itifig. 
committee. 

+ ]3ecause several of our. clients receive the. Governmental ~Finance .• ()ffic~s .. Association·. ~Gf OA) 
Certificate each year, we are· experienced withthe GFOACertificate program,its requfrem~nts,and . 
cheq1dists~ We are members of Minnesota GFOA, attending the annual conference in Alexandrja, the 
Certificate Program update and other.functions~ · · · 
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Minnesota State Sen.ate. 
February 22, 2005 
Page2 

• Our firm has a wealth of experience serving governments. Our experience includes auditing more 
than 150 loc·a1 government units in Minnesota, including, approximately 40 cities, 90 school districts 
and charter schools, and 6 counties. 

• Minneapolis is our national headquarters and all decisions related to your audit are ·made locally. 

+ ·· Senate would be a significant and welcomed addition to our Mjnnesota practice and we would 
allocate our resources and our service priority accordingly. 

We look forward to hearing from you after you have had the opportunity to review this proposal. Please 
do not hesitate to call with any questions or comments. We appreciate the opportunity to provide our 
proposal for services and hope to work with you. We confirm that the information provided is true, 
correct and reliable for purposes of evaluation for potential contract award. 

Sincerely, 

LARSON, ALLEN, WEISHAIR & CO., LLP 
CPA 'S, Consultants & Advisors 

#aw/Jlk~ 
Harold G. Parsons, CPA 
Principal, Public Service Group 
612/376-4759 



OiUR FIRIYI ... AND AREAS.OF EXPERTISE 

~- . ·:. -~ . ~.. - - - . - '" -. - .. ,- . - ' - _- . ' - . .- - ;.·· .' - . ;: . ·: . - - . - .. . _- - ' ' .. 

Jnil~+WllACKGROlJNJ)AND c0MM~tMiNt 
nimson,:.f\Hen,.Wei~llair·& Co., ·LLP was :foundeclin. f9s3~.and is currently co111pris~dof. ()V~(900 
:·~'.~ploy.eeS;Clnd an estlmatedfeevolutne ofnearcly$llO~QOO;OOO ranking:us inthe.t()pJ~ fi~ .. nationa11y. 
:l:~:"~~e·;J1eadquartered i~ ·Minneapolis, Mhn~esota .. with 'dditio11al Mimiesota ... office~Jocate(.l ip A}~ert 
::D.'.~~i~~r~ustin; Brab1erd, Buffalo, Mondc~ll<> New. Ub11,. Owatonn~; St. Cloud, St.1\1icb.?el,: an~ 
·~~!~.~~j~<Minnesota .. We also have maj9r offices in St. Lo11is, Missouri; Charlotte, Ne>rth c.aroliruJ.;· 

· : ·Jr::;:; ',.~~l~h~a,,, ·P.¢µpf>yjv~11ia;. and Eau. Clain~, Wisconsin; . W ~. serve clients in a· variety ()f industtj~s with 
·~.>: .. -~)1-ied·.·einphasis on goveminental, nonprofit, health care,.mamifacturlli.g;·. fin~n~ial i11stitutions, an9 

· .. :#:~ii~ttudion •.. We. Op(frate as one :firrp; making ~11 of our res'c:mrces available. to each of our .clients. . . . 

~';'. : :;~)!sonf.\Uen ;is a 11ation~l finn in. scope however O\lf leadership remains based iri OUr Minneapolis office. 
~ffr):~~~~HWidership ofboth our Public Service Group and our qualify technical review t~am is headquartered 
:;;·:np;~i~'~tm~~~~Pgli~~ If you need ·. 8. · que.stion · ari.s"'ered,,. we·.· can.·.· respoµd with our best resources ~d. m~et 
~~~ifo(;~~~~;~ri~Jl~,r~thyou to. discuss the issues. More iTI1portantly we can respo11d quickly, we do not nee&to 

.. \~~(};9~rwlo~ts'onnelin another officewhomy.ou cannotineetwitli to get you the answe:rsyouneedto&y~ 
-.~:~.:--·~~·. »-::.·. •, ·. ,·· .. :>;:·::: ·~··.<: -· - . . . . .. . . ' . . ·. 

: ·.:~~.-:: ':;,. 

,·~~~;~:P~LJC SERVICE GROUP-- The LarsonAllen Public Service. Gro~p provides c.onsultin$; 
:··1r~ii\irlgjJ·~a\iait, and. accounting services to nonprofits; low-inco111e housing" prqperties,. religious. 

· "::qfg~!i1-~ti9ns~ foun<fations, e~ucational institutions, ancl gover,nment entities. The LarsonA.llen Public 
. «$·~p.e Group, no'W has. 8 principals and approximately. 40 profossionals who spend he~e~n 80 an(! 100 
.~f~~~t of their time s~rving these 'clients •.. These individuals perfor1npver .600 .·annual audit~ .. Our firm i·s ·. 

·· · ... #.~!i~~ pa.rticipanfin the Government Finance Officers j\ssociati.on {GFOA). and both Harold and Craig . 
'.m.¢Ptrbers of the.orgapjzation .. ··We are.proud· ... of.the. long.list ()f govemmental.clitmts .. we ... serve.that 
·-' · ·\fa :GFOA Certificate ·on the audited finanCial statements. · The vision of the LarsonAllen Public 

·;,~Groll,p is'.'t()be a leading c9ntriputorto the public sector, providing top quality audit, fi11a.n.cia,l 
:~'\" ·tiops services'!' · · · · · · 

. t!&hol;lt our history, the guiding principles of our fi~ have been integrity and to provide total client 
,~~\~~~1;9.us., this.means .creatively adVising.a.lld. serving the. neecis .()four pBents 011.·.a fanely basis. ·.·we · 
· · : .. ,:~.}.#~pµgl1Jo offer a full range of technical. ~nd speciali~d setvices, yet small enough to. perso~aHy 

.,~,J~h each of our ~lients and provide them wjth a,ssistan~e ahoye and bey()nd our high· quality · · · s.emces. · · · · · · · · · 
:~ya#~g~oris tQyou in'several·.ways: \ ·. 
~-;,.: · .. -- - - ' ' - . . . - - ' . . : ·. . -, ' . - - . - .. -. 

: .. ,w_el1Ilderstand ... and.ar~.concefl1ed.·ab.09t .. the•·pr()blenis· .. of·goyel1unent.••orgailizati()ns·· 
.. ·;.~9.:theJi~counting an~ compli.a11ce is~11est~eyJace. '. · · · , 

·Y.,ou would be a v~ryimportant .. clientto'.us, and·we wouldalloqat~·our resources· 
· ,c,":·=~\?qRrdmgly. You •. · woHld receive.the i!ldividual • atte11tion. ·of a. !'tearrz" of experienced 

., .. ,~~i&Pf~ssion~ls led by an~xperiel'.lc¢d princip~l: . · · 
.. -· .. , ' ·-· : -.· ,.·· - . ' .. ,,_ ·-.-

We are easily acces~ible and able torespQI)d promptly arid effectiVelyto Y()urne~ds~ 
W}ieil you need assista11ce, you· are just a phone • call ·or a short trip ·away, froin 
tesolJ!pes thatknqw you and are familiar with your ~perations. 





-. __ -<~][lRI\1.AND AREAS OF EXPERTISE 

:·_,~~Y&i*~f'Jh~s:: --~

-.• _._··. :I+_'~Jt .. fzf,,Jt;l)lJCATI0N AND DEVELOPM.ENT 

.-._. ·,~,~l~~~~UtJ1 Jms established and implemented a program to ensure that its auoitors meet the continuing 
, -· , ' ... · --~:J~And ltnining requirements required by the AICP A and Government Auditing Standards. This 
'·il~attl~mmJ'Q.'I that our auditors are proficient in the appropriate accounting principles and standards 

· >~l~:·l1rJ.l9Jl)»'Ofl1 _nnd.govemment auditing. Additionally, each auditor customizes a training program to be 
. ·-~J)U~·tbJtfit ·.covers .nonprofit and government training courses that specifically relate to the appropriate 
. · if•·x)1\1ovttn>met1tal expertise (i.e. nonprofit, school districts, cities, HUD programs, etc.). We maintain 
--~~~'ltl\'ti~in · of 1he '°education and training completed and ensures that we staff our nonprofit and 
.~~\~':U~ltt1ll ttUdits wi.th only those auditors who have met education requirements relating to nonprofit 
. '.JDlaltlV'~ninxmt. tn.i~its. · 

. ·QlJA{J'J~\1 CONTROL PROCEDURES 

Lttr~o~ Allen~· Wdshair & Co., LLP is quality conscious, and maintams a high level of quality control 
tb.tt>UalJout the ftrin. · We are a member of both the SEC Practice Section and the Private Companies 

. Pnu1U~~ Section :of the Division for Firms o(the AICPA; thus, we subject ourselves to the profession's· 
·t>l:'\>ifiim of IC)~regulation through peer review (external quality control review). Our peer review, dated 
Ocml>et $1 200 l, resulted in an unqualified (i.e. clean) report. This peer review included a review of 

. ~..-Oinc gcwemnient {Y ello~ Book) engagements. Please refer to Appendix B for a copy of that report. 

IAt~tiOU:0 Allett, W cishair & Co., LLP follows a systein of internal quality control policies and procedures, 
. ,Jtl(i)udina ·lndcpehdence, Integrity, and Objectivity; Personnel Management; Acceptance and Continuance 
. of(;Htmi3 ,nnd :Engagements; Engagement Performance; and Monitoring. These five policies ensure the 

,,J1~~4Ut)'. of e~ l)\.lait:and every report issued. 
_-, _--. ', -

:<ldP~!~Hically,·our:policies on Engagement Pe~formance and Monitoring directly ensure the quality of 
~l~r-.t111dlt J\hd f#P9r1 . issued. As such, our firm uses numerous checklists, work programs, report 

·· ,·~,f'~n1p)C$ mcl other practice aids to implement its supervision of quality control steps. To monitor 
. · ·.culn1)U1Ulee · with the firm's system of supervision of quality control steps, workpapers from a 

' . '?f#pt'#~U.Uve s~m~ple. of engagements are reviewed each year as part of our annual internal inspection 
· .•. ,iJ>T()J~n~-;C.C>fJ'eetive .action or modification of our.system if necessary is made based on the results of the 

-'iiJi~Alin~J>7Ction review. All financial statement workpaper files, financial statements, and accountant's 

,, ..... ·. ··.·. • •... ·. =djtor:i; reports are reviewed by the audit and accounting department prior to the release of each · 

' 

.. ·-_•.•. ii ... . • i#~l~loollll(X ou
11
r f~nn1 and d heach ~mployee strif. ct1~y adherfiedto t?e

1
. AICPP ~'s rulesdof profess~ona1I. ~ot ~duthct, '"'t~1~UOu5j>CCfalCa y .me u et e mamtenance o c ient con i entia ity. nvacy an trust are imp ic1 m e 

(ii.~'.·g .ib~-,~~r~:~:i7fy~nd Larson, Allen, Weishair & Co., LLP strives to maintain the utmost level of 

(· .. ~~.·{ !.~>········· 
. ~:. '-%) .. ~~-~~ ·~~'::-~-: . ' 

~~:).~;~:~-~i:~;:-; ~:~~i.~i~~:~~~r~~~-~.,~~:~::;;.~~·~·~~~.-~~-~--



, ,~. j)Crformedon the general purpose financial statements of the Minnesota State Senate for 
tntli.ihc 3p, 2004: · 2005 and 2006 will be !performed in accordance with generally accepted 
· ~r~ ,and :/Government Auditing Standards issued by the Comptroller General of the United 
, . , Tho •. 2094 audit will be completed in May 2005 with report issuance in August 2005. 

8.nd · 2006 ·financial statements is to be completed in the fall with report issuance by 
.understanding that the financial statements will. follow the same modified cash basis 

lffDtums .01 accounting as in prior years. 

be expressed on the fair presentation of the above mentioned general 
\"~'. .. "}l¥~l~:l~~~,.'.~~j~~#:j3n:M~•'e-·fin1nn1~ial ·statements. We will not provide an audit opinion on the comparative 

l5>~~,,·~~·{~,~;f~3~!J1~t~1.~~;.~~~~}.~f~tiiiMi~11C"1of l)·U<lJ~euarv· expenditures. 

compliance .and on internal control over financial reporting based on an audit 
.., ........ , .... t,.,.· ·financial statements performed in accordance with Government 

1~equiied ·communications letter as required by generally accepted auditing 
·',lJU\Til<lllf'OI nhd yQVernment Auditing Standards. 

:~;Nurnmiemem R~port to summarize our comments and suggestions that may arise as a 
c;"i~'}'.:;i'{.t?:~a:~~'~< QUr and. audit procedures. 

JNTERNAL CONTROL 

~001::A'un1itint~ Standards No. 55, as amended No. 78 and 94, requires us to gain an understanding 
~tlt•Y.1'i1Vir61run1eiit and to assess control risk in planning our audit. In order to accomplish this, 

:'i(\\.l~n"""'"'"1 Organization Planning Form", and by discussion with appropriate Senate 
~t·wlllh~J,t~kUllOfil internal control points related to the Senate's financial transactions. 

·, ~. . 

documenfa,nd discuss internal controls relative to data processing operations as an integral 
1m1a.m~JUJ a\ldits ·for' our governmental audit clients. Items to be discussed could include the 

if~~iv#!!1t<:~·•1t;h itimls ;as: 

· P.bysio~l:security of the computer system 

+ ·pr6tection'aricLback up of critical data files and co~puter programs 

• Qualityof'd~cumentation·of computer applications 

•·· · Emergency.and back-up plans for operation in the event of a disaster 
. '• .. ' 

. • , Tran$cription and :transmission of data. 

TO DETERMINING LA 'VS AND REGULATIONS SUBJECT TO AUDIT 

... ..-;
1
""""'""' guidance used to identify appropriate tests of, and document GOmpliance with, laws and 

be with the assistance provided by the Senate's legal council. In addition, we will review 
'T~lirrvnn1 poHcies, laws, regulations, and rules that cover financial transactions of the Senate. 

\. 



,.::_·,:-.···· 

)!.OUR CLIENT SER\'ICE TEAM. 

·Because ;Of the unique nature of the Senate, we have an audit team of public service professionals. The 
. financi~l services professionals have experience with mortgage and community banking while the public 

service professionals have experience with GASB reporting models and A-133 single audits. 
· .. · .. .,1 

\' ... 
~ . . ' .· . 

l/arold:P~rs()ns, CPA, E.ngagement Principal 
HM1)ld has over2~ y~ars experience serving the public service industry. He has served on the Minnesota 
Society pfC}>A's· not-for-profit committee and is a past chairperson of the committee and has been a 
ftcquent·speake~ :at their an11ual not-for-profit conference. Most recently, Harold has spoken at the 
.~onfer1'n¢e on accotmting for split~ interest agreements and implementation of the AICP A's Statement on 

. Auditi11g Standards No. 99related to fraud. Harold has extensive single audit .experience and has served a 
· l\U~l\~r of lurgy.··~ovem111ents in his career. Prior to joining LarsonAllen, Harold was with KPMG. 
t(cpt'1f.~~1ll1)ve '.govemineilt·dients that Harold has served in the past include; Hennepin County Medical 

~[,:>:\ ·· . <'J-cbhM"-t,-~;-,t~,~· .qreMntcr .pt~ve1·lapnd R~gA1iona] TransditWA~thorit_Y, Up nbiv
1
.erspity of Ilnowa Hlnospdid~l~ andHClin

1
1d· csh, Southemd 

::~ c• ;: . ' _.,jJ1no,wt~ lU)l(.npa ow~r . gency, .an 1sconsm u 1c ower c., a 1tion, aro as serve 
~:-· ;s-:,·· __ '.. ~~Jt~A;'JJU-Jn thtt,past as senior manager at KPMG. Recent single audits have included Scholarship 
'-··- i.:t}~,,:·i-~~~,A$Mipwest,,Greater Cleveland Regional Transit Authority, and the Corporate Commission of 

:::;:~t']tif-:/~ljli =M11lel~a0$ lland of\Ojibwe. 

··~c:,~~J!~1111~gcn,•.CPA:-·.Aut/it Manager 
·-· · J~\f~'.JO years.of experi~nce in auditing nonprofit organizations; universities, state agencies, 

.:~~~ ~it)~} inc1ud~ng extensive experience in audits of federal grant programs under OMB 
'..1\tJ33~. Crnigjoiried. LarsonAllen in August 2004, and during his previous employment with 
;_,~:i1'oue't)c LLP (Deloitte & Touche) served as audit manager for Anoka-Hennepin Schools, 

· :''11-ui>lic . Sch9ols; the .Cities of Bloomington and Winona, and the Minnesota State Senate 
,:Gfuja<was· ·f!lso involved in the GASB 34 implementation at the City of Minneapolis· and the 
~r~ri·1etter$forSENATE while at Deloitte and Touche. Craig is also an active member of 
i1~~t:Finan9e Officers Association. Most of the larger engagements Craig has served . \i-~ si~gl~ audits. 

·"":\~~S:1t11l1rrA# dito; 
Accmrnta11f who started with our firm in March 2004. Tim has over 6 years experience 

~:.-~~nf't\tl<)its during his previous employment with the State of Minnesota Office of the State 
U4'1lJ10ther accQtmting firm. He was the In-charge Auditor for Dakota County, Nicollet County, 
· .Jlnl'Y ·In~d ·-Washington County . including GASB 34 implementation. Tim serves as senior 

the.:l)itfos.'()fMonticello, Buffalo, and Stillwater. 

'".UJ\i® tro.m.the. College of St. Scholastica with a Bachelor of Arts degree in accounting. He is 
· ~ft-1htditm1 y~ar of finishing his master's degree at the University of St. Thomas. 

:·_/.'·' ... \.:.·::~· 
''< .... >'._;->:,_·: 











'APPENDIXB 

MINNESOTA SCHOOL DISTRJCTS AND EDUCATJON DISTRICTS WE SERVE (continued) 

Academia Cesar Chavez School MN Institute of Technology (MIT) 

Ag & Food Science Academy MN Tech HS/Jennings Experiential 

Avalon Charter School Nerstrand Elementary Charter School 

Bluffview Montessori School * New. Century Charter School 

Community of Peace Academy * New Spirit Schools* 

Concordia Early Learning Center Northfield School of Arts & Technology (Artech) 

Coon Rapids Learning Center North Lakes Academy 

· Dakota Charter School - new 2004 Odyssey Charter School 

El Colegio Charter School * PACT Charter School* 

·. Excell Academy Partnership Academy 

' Family Academy Prairie Creek Community School 

HOPE Community Academy * Ridgeway ·Charter School 

Hopkins Online Academy Riverway Learning Community 

High School for Recording Arts Rochester Off-Campus Charter High School 

LaCrescent Montessori Academy SAGE Academy 

Lakes Int'l Language Academy - new 2004 Skills for Tomorrow Senior High 

Minneapolis Academy - new 2004 Studio Academy 

MN Academy of Technology St. Paul Family Learning Center 

MN Business Academy * Twin Cities International Elementary 

MN International Middle School Ubah Medical Academy - new for 2004 

MN Internship Center Urban Academy 

MN Math arid Science Academy * Village School ofNorthfield * 
·* - includes a separate non-profit building company that is audited separately and incorporated in the School's 

financial statements as a blended componen~ unit. 



~o the Principals .. · · ·. . .. · , . . · 
LARSON1ALLEN,WEISHAIR&CO., LLP . . ·. ·· ... · 
and the $Ec. Practice· section.Peer R.eview CoD:lmi~ · .. 

Wehaye reviE?y.Ted th~_ systerit of q~ality control for th,e. accounting and audi~g p~~ctice ·~£ 
L~N; 4~LEN; WEISHAIR & CO., I.,LP>(the Fiim)'in effect for ·~e year en~~ ~MarCh~s1, 
~1~ A syst~ of. qµ~i:y control· a1co111passes. the .Finn'~. org~tional :s~®re and ·the 
policies acJ.opted anq .procedures · ~tablisned to provide it wi~; r,~-~na;ble :'.'~:~ :<>{ 
complying With .profesSional standards. Th,e elements of quality ·c.oJ'tt91 ar~ .. d~~Jp the 
Stat~ts on Quality ·eontrol Stimfiards issued bJ the American ~!'.Ute of ~~ Publl<; 
Accountants. (the Alg'A) .. The 4~gn of the system,. and coJI)pl@lce vnt.1J. it,, ~e ·:the .. · 
r~onsibilitie5 :of the ··~um· In adclipon, t1le Firm ~ agreed to Cgnipjy}With .th~ ~~pip 
requirements of the SEC Practice section of ij\e Alep A Divisioit'for. €P.f\, .Fµms .. (the "se¢iion.) . 

. om· ·respof1sibility is lo express an opinion on the design· of the ~~~ ~ti t}ij? F~'s 
COD\Pliance with tlult system and t4e Section's membership requira;n.:¢!1~,J,~ on puf r~vieW. 

Qur. revie}v w~ : conductect in accordance with standai:d~ . ~t:aJ:Jl.iSh¢d. ~y ::the· Peer , Review · . 
. COnun.itteePf. tlle Secticm.and ·incl\lded procedures to plan ~cf1:?:¢rlC>fcl#~;ll\e :~~view that·.are . · 

~t~=~:~~'J:0~e9!;!'~~:le;t,~~~,~~"c;';i~n~; 
compliaxlc~ '.with it or with the me~bership requirements of the;~~ .~ind~ .jt?was based :(m 

selective t~ts.. Bec;;i~se. there .aJ:e inhereJlt limitations . in ·tll~ eff~y~~ q( ~y sy~~ of.· 
. guality co~trol, deparhµ"es frQm the ~stenl JJ:UiY occur and not_ ~!9et~$t~. AlSo! 'PJ.'oj~Qll of · 

any evaluation of a· system of· qualit:y con#i>l to future periodS '8·:.pµ~~cFtp· the ·'risk the\t ·the 
· systeip of quality contro~ may become ina4eqll8te because of clW}g~ .·Jn conditions or. that 'the 
deg~ee of compJia~e with t}le pc>lici~ or prC>Sedures ~y deterioJ"C\te~ ·. . · . .· ·. · . 

. . ~In our~, qpiaj6n,. th~ System. ~f ·• quall~ c~tr-01 for· the.: ~ccountirtg ,;aiid aµditinf practic' o( . 
LAR_SON1ALLJ1N,. W~HAIR & C:O., LLP. in eff~ for t;he year ~d~q ~.~l, ~'has been 
· des~gti.~: to ~ the ~uirements ~f the QUallty contr()L st:andnq~~ £91' an a~oajl~g ~d · 
·auditing praqice e~bllshed:by the A1CPA; ~ was C()plpli~c1 with d~g ~ Y~.:ttten ~de(! 
to provid.e the Firm with reastinable assuranceof complymg with prof~ona' stajl4at~- ·A1s9., 
in our op~on, the Firm has complied during that ye~ with the membership requirements of 
the Section in an material respect$. ' . 

.. As ii; cist~IPary m a ·peer review,. we h~ve issUed a letter under • ~· cfute that sets fortlL 
coxnme!lts relating, to certain policies and procedur~ ()r coinpliai)ce wit}l _them.·.·· The ma~rs~ .. 
descri~ in fhat letter ~ere not ~onsidered to be of stif!icient significance to aff~ the· opinion· 

. ~pr~ci.P1 tlliS repo#. · · · · · · · 

5outh Bend., Indiana 
October 5, 2()()i , · 

Crowe, Ch.izek and Company ·LLP 
_.- - 4 






