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"' Proposal to Serve
City of Providence, Rhode Island

COMPENSATION

Our fees are based on the amount of time spent on an engagement and the level of pérsbnnél aésigne_d.

We are also reimbursed for out-of-pocket expenses, including travel, typing, and repori réproQuction; . ;

Our fee includes all out-of-pocket expenses associated with the audit. Shoul_d‘.qur'_zlic't'ual’ time be less
than anticipated, we will bill a lesser amount. It is our practice to submit monthly progress billings as

work progresses.

We view our proposed association as a year-round commitment. We expect to be consulted

reasonable assistance without additional costs to the City. If it becomes clear that a significant amount
of time or effort would be 'reqnircd to respond to the City's needs, we would prepare a detailed

proposal outlining the objectives of the effort, a work plan, timing, and estimated fees before
proceeding. Additionally, if the scope of the audit should change during the contract pen'od‘We' would
prepare an estimate of the hours and fees for the change in scope and discuss the audit and fee impact
with you before starting any work. For example, fixed as:sets are expected to be included in the City's
financial statements in 1994. Also, additional organizations, funds and entities not currently in the
City's financial statements may be required to be included in the 1994 statements as a result of a new

accounting pronouncement.

We are prepared to begin our audit within one week after acceptance of this proposal, or later at your
convenience. Draft reports should be ready for your review and reports will be delivered in final form

after your review and approval.
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Proposal to Serve
City of Providence, Rhode Island
Compensation Summary
1. Fees
All Inclusive With PBA
June 30,1993 $ 149,500 * $149,500 * -,
June 30, 1994 $ 159,000 ** $ 154,000 '
June 30, 1995 $ 166,000 $ 161,000

* Peat Marwick is currently engaged, under a separate contract, to perform the audit of the PBA for the
year ended June 30, 1993, so no difference exists in the June 30, 1993 estimated fees. -

** The fee increase would reflect the inclusion of PBA as part of the City's overall audit contract Wim
Peat Marwick.

In addition to the audit services requested in the RFP, our fee includes performing two administrative
reviews chosen by management from the listing provided in the additional information section of this
proposal.

1I. Estimated Billable Hours

_ AllInclusive . . With PBA
For the Year Ending Auditours | Review Only
June 30, 1993 3,800 * 3,800 *
June 30, 1994 4,100 ** 3,850 **
June 30, 1995 4,100 3,850

* We anticipate that there will be approximately 300 hours in start-up time that the City will not be
billed for under the contract.

** The increase in hours reflects the expected time to complete the PBA audit/review in 1994 and
1995.

H1. Supplemental Rates Per Hour

' ' Rate

-~ Staffing Level , per Hour
Partner $170
Manager $ 100
Senior $70
Staff $40
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Proposal for Auditing Services

For the Fiscal Years Ending June 30, 1993, 1994 and 1995
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CONTACT PERSON: Shawn Warren, Partner
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Certified Public Accountants

600 Fleet Center
50 Kennedy Plaza
Providence, RI 02903-96056

June 4, 1993

Members of the City Council Committee on Finance
City of Providence, Rhode Island

Providence City Hall

Providence, Rhode Island 02903

Dear Members:

We are pleased to submit our qualifications to serve as independent auditors for the City of
Providence, Rhode Island.

SCOPE OF OUR ENGAGEMENT

The engagement will include an audit of the financial statements of all the funds and account groups
and a financial and compliance audit of federal financial assistance programs in accordance with the
Single Audit Act of 1984 and OMB Circular No. A-128 of the City of Providence, Rhode Island for
the years ended June 30, 1993, 1994 and 1995. The audits will be conducted in accordance with
generally accepted auditing standards as promulgated by the American Institute of Certified Public
Accountants and Government Auditing Standards (1988 revision) issued by the Comptroller General
of the United States.

At the conclusion of our audit, we will issue our reports on the following financial statements:
+ the City's general purpose combined financial statements;

» the component unit financial statements for the Water Supply Board and the Civic Center
Authority;

» the departmental financial statements for the School Department (including reports on Form 31
and ES-J065) and the Planning Department (including the special revenue funds, the Economic
Development Corporation and the Public Building Authority), and the financial statements of
the City's Job Training Partnership funds; and

* a management letter containing our comments and recommendations regarding the City's
internal control structure.

We will also issue our single audit reports on:

whether the supplemental schedule of federal financial assistance presents fairly the
federal assistance of the City in relation to the general purpose financial statements;

- whether the City has an internal control structure to provide reasonable assurance that it
is managing federal financial assistance programs in compliance with applicable laws
and regulations;

- whether the City has complied with applicable laws and regulations that may have a
material effect upon the financial statements and on each major federal financial
assistance program.

o e we o wm ?
| |

| ‘ Member Firm of
L " - ,,.____J Klynveld Peat Marwick Goerdeler
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Members of the City Council Committee on Finance
City of Providence, Rhode Island

June 4, 1993

Page Two

QUALIFICATIONS

In view of the complex nature and diversity of municipal governmental functions, we believe KPMG
Peat Marwick is uniquely qualified to serve the City. As you review the accompanying proposal, we
trust that you will consider the major elements that we believe distinguish Peat Marwick from other
firms. Chief among these characteristics are the following:

' . Peat Marwick is considered the
leading public sector auditing and consulting firm in the country, currently serving over 2,500
public sector clients, including many states and several large cities. Locally, Peat Marwick has
a larger government audit practice than any of our national competitors. The scope of our
government practice within the Boston Business Unit is evidence of Peat Marwick's long-term
commitment to the public sector. The government service industry is a viable and integral part
of our total audit practice - it does not merely fill slack periods in the audit year. Because of its
importance, the City can be assured of our future commitment to it and the government services
sector.

The Right People. Regardless of the experience of each of the proposing firms, the quality
of service will depend on the individuals who actually serve on the City's audit. I believe that
no other firm has a team that can match the technical and practical experience that the Peat
Marwick team possesses. Our ability to serve the City is evidenced by the fact that our team
members having extensive government industry experience and collectively have over 60 years
of audit experience. The knowledge of the team members coupled with their involvement in
the industry at both the local and national levels guarantees that the City will benefit from the
up-to-the-minute advice available only from Peat Marwick.

The team we have assembled for this engagement is tailored to the specific operations of the
City and consists of professionals with the specific practical skills necessary to serve the City
properly. The team, including myself as engagement partner, Lon Compton as client service
partner, Deb Thomas-Slater, Jeff Swanberg and Michael Maschio as managers, includes
individuals with extensive practical experience in governmental auditing and single audits. The
resumes of key members of the audit team are included in Appendix A.

Fresh Perspective. Our audit will provide a fresh look at the City's operations and
procedures. In such situations it is our experience that this often leads to new recommendations
for efficiencies that will benefit the City.

Experience. We have performed audits and single audits in numerous cities and towns as
listed in the Professional Experience section. We urge you to call these references regarding
our professional services and reputation. We also have significant experience in auditing
governmental activities including water and sewer operations, school operations and other

municipal activities.

Audit Approach. Peat Marwick utilizes the systems evaluation approach to auditing local
governments. This approach requires the auditor to develop an in-depth understanding of the
City and its accounting and financial management systems. The evaluation of the systems
allows us to identify and recommend ways to improve the efficiency of and control over
accounting and reporting systems.
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Members of the City Council Committee on Finance
City of Providence, Rhode Island

June 4, 1993

Page Three

* Quality Service Is Assured, Peat Marwick has a triennial peer review performed by
another "Big Six" public accounting firm in accordance with AICPA standards. The latest
report dated November 19, 1990, was unqualified. A more in-depth review, by our own
Professional Practice Review Team, is performed every two years.

Additionally, Peat Marwick was the first Big-Six Firm to establish a Quality Service Program to
enable our clients to respond to the question - "How are we doing?" - and to remedy problems
when we find them. The primary vehicle to accomplish this is a survey distributed to individuals
at our clients who have a strong service relationship with Peat Marwick people. The survey is
conducted annually and client responses go directly to an independent consultant for
compilation and reporting to the Chairman of the Firm, Jon Madonna. The corrective action
process is then initiated by Jon. A copy of a Quality Service questionnaire is included in
Appendix B.

We believe that giving management the opportunity to respond directly to the Firm through this
survey process will help ensure that the engagement is completed to your satisfaction.

FEES

We believe that the primary criteria for a professional relationship should be prompt, cost effective
client service, responsiveness to clients' needs, a thorough understanding of clients' policies and
procedures, and continuity of knowledgeable and experienced professionals serving the client. We
have the commitment, we have a demonstrated record of performance, we have the experience
necessary to deliver the most efficient audit services and, most of all, we have the desire to serve the
City as its independent auditors.

We view our proposed association as a year-round commitment and our audit fees cover all informal,
periodic consultations on accounting and financial matters.

Preliminary work can be expected to begin within one week after our appointment. We have also

included an audit timetable in Appendix C that will enable the required reports to be furnished to you
within the time frame established in the Request for Proposal.

Very truly yours,
KPMG PEAT MARWICK

Shawn Warren, Partner
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Proposal to Serve
City of Providence, Rhode Island

PROFESSIONAL EXPERIENCE

QUALIFICATIONS
Background

KPMG Peat Marwick is one of the largest and most diversified certified public accounting firms in the
world. Our government services department represents a large segment of our total professional
practice. We believe the government practice has reached its present size because of the quality of our
people and their ability to satisfy client needs.
Since the early 1900's, Peat Marwick has performed audit, accounting, and management consulting
services for all levels of government, including municipalities, counties, school districts, municipal
and cooperative utilities, and federal and state departments and agencies. Our governmental
professionals stay abreast of developments in accounting and auditing techniques pertaining to all units
of local government. Our audit work is intended not only to report upon financial statements but also
to highlight the strengths and weaknesses of the existing organizational structures, policies, and
procedures as they apply to financial responsibility, control, and reporting. In our opinion, such
experience with similar entities is a significant measure of a firm's capability to effectively serve the
City.
Commitment to the Practice
One of the best measures of a firm's commitment to its governmental practice is its involvement in the
governmental area on a national level. Following are brief discussions of examples of Peat Marwick's
leadership and contributions to governmental accounting, auditing, and financial reporting:
* National Council on Governmental Accounting Statement No. 1. Governmental
i i i inci was published by the National Council on Government
Accounting (NCGA) in order to update and clarify generally accepted accounting principles for
governments. A Peat Marwick partner was a member of the council and its executive
committee during the entire time this statement was developed. Peat Marwick conducted the
final editing of the statement prior to its publication. Further, Peatk assisted in the

issuanc;cofNCGA atement No lement. and Shared R e A

Reporting of State and Local Governments.
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A restatement of emmental A nting, 2 : g (GAAFR), the
authoritative publication in the of accounting for governmental units prior to the issuance
of Statement No, 1, was issued by GFOA to reflect the principles contained in Statement No.
1. Peat Marwick prepared the financial reporting chapter for the restatement.

The AICPA committee of state and local government accounting is another major influence on
the development of generally accepted accounting principles for governments, and as such
prepared in 1974 the industry audit guide, Audits of State and I.ocal Government Units and has
recently updated the audit guide to reflect current developments, including Statement No, 1.
Further, Peat Marwick is the only accounting firm that had a partner on the committee for the
first two years following its reactivation. Peat Marwick partners actively contributed to the
development of the 1974 industry audit guide and to the current revision of the audit guide.
Additionally, a Peat Marwick partner is a current member of the AICPA task force responsible
for development of the authoritative guidance for performing single audits under Circular A-
128 that has been incorporated in the updated audit guide.

Professional Development

To ensure that our local office professionals maintain the highest level of technical proficiency, Peat

Marwick's government services practice conducts the courses described below. We are certain that no

other accounting firm offers comparable governmental audit training to its professional staff:

i ining - i ion - Explains the principles of governmental
accounting and the procedures used for auditing governments to staff accountants.

- it - Provides in-charge
accountants with an understanding of the requirements for planning and directing the single
audit of a governmental unit in an efficient and effective manner.

iting - Provides an opportunity for audit
managers and partners to become familiar with more complex governmental accounting issues
and more sophisticated auditing procedures.

Government Services Roundtable - Provides an update on the latest professional developments

concerning accounting, auditing, and consulting for state and local government units.

i - Provides product profiles, marketing ideas and other
information regarding general consulting services provided to the government units.

Conducting Single Audits - This program is designed to develop the skills necessary to
undertake the financial and compliance audit procedures required by the Single Audit Act.

¥ - Provides an in-depth self-review
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City of Providence, Rhode Island

In addition to our professional staff training, Peat Marwick has developed and provides executive
education programs to our clients. These seminars provide training for senior executives and middle
managers, as well as entry-level personnel. Training programs developed specifically for, or
applicable to, our governmental clients include governmental accounting, reporting and auditing, and

financial auditing for governmental auditors.

National Experience

State Governments
No other firm is more experienced than Peat Marwick in performing statewide audits. Of the 15 states
that use independent CPA firms for all or part of their statewide audit, Peat Marwick serves or has

served as auditor for eight of them. These include:

District of Columbia Maine
Pennsylvania New York
Puerto Rico South Carolina
Hawaii Vermont

Local Governments

Peat Marwick is also the leading national firm in governmental auditing for local governments and
State authorities. In a marketplace where competition is rigorous and we compete with the "Big Six"
and regional firms, we are quite proud of our 30 percent local government market share. Among the
larger local governments, our market share percentage is even higher. Specifically, Peat Marwick
audits 52 percent of the largest 100 counties and 36 percent of the top 50 cities. A representative listing
of major cities throughout the country which are served by Peat Marwick follows:

Mugicipal G Audits;

Akron Fort Lauderdale Newport San Francisco
Albuquerque Greenwich Pasadena San Jose
Anchorage Juneau Phoenix Scottsdale
Boston Kansas City Pittsburgh Shreveport
Columbus Memphis Roanoke Stamford
Dallas Midland Rochester Tampa
Detroit New Orleans San Diego Wilmington
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City of Providence, Rhode Island
County Government Audits:
Allegheny, NY Cumberland, PA Marian, IN San Diego, CA
Anne Arundel, MD Fairfax, VA Nassau, NY St. Louis, MO
Contra Costa, CA Los Angeles, CA Prince George, MD York, PA

Boston Business Unit

The Boston Business Unit is comprised of offices in Boston, Providence and Burlington, Vermont.
The Business Unit includes over 75 partners and 750 professionals, approximately two-thirds of
whom are in the Boston office. Our practice in Boston represents Peat Marwick's sixth largest office
in the United States and serves a wide range of public and private sector clieﬁts. The office currently

renders audit, tax and consulting services to over 1,500 clients in Massachusetts, New Hampshire,

Rhode Island and Vermont.

Peat Marwick's Providence and Boston offices are divided into three functional departments: audit and
accounting, management consulting and tax. Each department is further divided into either industry
groups (government, banking, etc.) or functional groups (cash management consulting, ihtemational
taxation, etc.). Due to the significance of our existing government practice, the Firm has established a
separate New England Government Services Region which is headed by Lon Compton, your client

service partner.

Our strong commitment to providing professional services to government clients is evident in the

government practices that exist in both the Providence and Boston offices.
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Providence Office Government Practice

The Providence office is one of the largest public accounting firms in the area. Our professional staff
includes 9 partners, 15 managers, 24 seniors and over 30 staff accountants in the audit and tax
practices. Many of these individuals devote a substantial portion of their time serving governmental

clients.

Boston Office Government Practice
Peat Marwick's Boston office has the largest governmental practice within the Firm and the largest and

most diverse government practice of any firm in New England.

Within the Boston office are professionals who devote all or a large portion of their time to the

government industry. ' The Boston office has the following complement of government professionals:

Audit Consulting Totals
Partners 8 3 11
Managers 13 2 15
Staff yA) 1 82
%6 12 108

The collective expertise, knowledge and experience of all the individuals in the Providence and Boston

offices, as well as our offices throughout the world, is available to assist in meeting your needs.

Our size is important to you as an indication of our ability to respond to the City's needs with the
necessary talent and resources. It also provides the flexibility to meet the City's timely reporting

requirements.
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City of Providence, Rhode Island

The following paragraphs summarize the breadth and diversity of the existing public sector client base
within the Providence and Boston offices:

*

Local Governments - Local governments comprise the largest segment of our Business
Unit's public sector client base. In the past three years we have performed full scope financial
audits of the general purpose financial statements and single audits of numerous cities, towns
and counties. A partial list follows:

it
Attleboro, MA

Boston, MA

Brockton, MA

Cambridge, MA

Portsmouth, New Hampshire
Revere, MA

Springfield, MA

Taunton, MA

Worcester, MA

Counties
Bristol, MA

Middlesex, MA
Norfolk, MA
Suffolk, MA

Towns
Bamstable, MA
Brookline, MA
Danvers, MA
Duxbury, MA
East Greenwich, RI
Foxborough, MA
Mansfield, MA
Newport, RI
Norwood, MA
Sciwate, MA
South Kingstown, RI
Stoughton, MA

Public School Systems - Peat Marwick has been committed to serving the needs of local
public school systems for many years. As with local governments, serving public school
systems provides us with a unique understanding of one of the City's largest expenditures.
This understanding is particularly useful in the audit efforts applied to the City's school grants.

In addition to serving the public school systems of our local government clients, regional
school districts for which we perform full scope financial audits include:

Greater Lowell Regional Vocational Technical School District
Groton-Dunstable Regional School District

Minuteman Regional Vocational School District
Montachusett Regional Vocational Technical School District
New Bedford Regional Vocational School District

Old Rochester Regional School District

Pathfinder Regional Vocational Technical High School District
Plymouth Carver Regional School District

Silver Lake Regional School District

Southeastern Regional Vocational School District

Warwick Public Schools, Rhode Island
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Water Utilities - While virtually all of the cities and towns that we audit include audits of the
water and sewer departments, we have provided audit services to the following stand-alone
water utilities:

- Boston Water and Sewer Commission
- South Essex Sewerage District

State Agencies - We have provided audit services to the following state agencies:

Rhode Island Higher Education Assistance Authority
Rhode Island Student Loan Authority

Rhode Island Public Transit Authority

Rhode Island Convention Center Authority

Rhode Island Housing and Mortgage Finance Corporation
Rhode Island Turnpike and Bridge Authority

Rhode Island Clean Water Protection Finance Agency
Rhode Island Lottery Commission

University of Rhode Island

Rhode Island College

Community College of Rhode Island

Office of Community Development

Massachusetts Water Resources Authority
Massachusetts Department of Public Works
Massachusetts Department of Public Welfare

Other Governmental Entities - Other governmental entities for which the Boston office
performs full-scope audits include:

Providence Public Building Authority

Montachusett Regional Transit Authority

Lowell Regional Transit Authority

Massachusetts Municipal Wholesale Electric Company
Belmont Municipal Light Department

Wakefield Municipal Light Department

Danvers Municipal Light Department

Massachusetts Bay Transportation Authority

Certificate of Achievement for Financial Reporting - Only four local governments in

Massachusetts and New Hampshire have received the coveted Certificate of Achievement for

Excellence in Financial Reporting. Peat Marwick's Boston office was responsible for three of

g;é%ur. The Providence office has also assisted one Rhode Island community in obtaining the
cate.
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The commitment of our personnel to the governmental area extends far beyond the normal professional
relationship. Many of our people actively participate in governmental activities as town meeting
members, finance committee representatives, members of citizen advisory committees and task forces,
and in other roles. For example, Lon Compton, your client service partner, is the only practicing CPA
on the Committee formed to rewrite and update the Uniform Municipal Accounting System (UMAS)
accounting manual for Massachusetts local governments. We encourage this voluntary activity as a
means of demonstrating our concern with the quality of the community environment in which we live

and work.

STAFFING

Our staffing philosophy is to assemble the best team possible to meet the clients expectations. For the
City this means assembling an experienced group of professionals that understand the issues facing the
City and who do not need to be "trained" in municipal issues. We have assembled a team of
professionals selected for their experience in the government arena from the Providencevand Boston
offices. Each team member has a great deal of experience in the government industry and are not
"part-time" government auditors. It is important to note that the Providence office of Peat
Marwick will staff the key engagement positions from the expertise within the office.
Both Shawn Warren, the engagement partner and Deb Thomas-Slater, the engagement manager will
manage the engagement out of the Providence office.

Of greater importance however, is the relevant experience of the proposing firm and, in particular,
the relevant experience of the individuals who will directly serve the City. These attributes will
dictate the quality of service the City receives. A successful audit that meets your needs effectively and
efficiently depends upon the experience and skills of the professionals assigned to the audit.

The strengths of each member and the reasons for including them on the team are described on the

following page:
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Client Service Partner - Lon Compton has over 23 years of experience in serving the government
industry. He is partner in charge of the Firm's New England Government Services Region and the
engagement partner on many of our larger and more difficult engagements. His vast experience will be

invaluable in dealing with and resolving technical and business issues that the City may face.

Engagement Partner - Shawn Warren has eleven years of government experience and is involved
heavily in the industry. He has experience in serving large cities such as Boston (which includes the
School department) and large water utilities such as the Boston Water and Sewer Commission and the
Salem-Beverly Water Supply Board. He is extremely familiar with the issues surrounding water
operations as well as the government reporting requirements and requirements pertaining to federal

assistance.

Engagement Manager - Deb Thomas-Slater is a very experienced senior audit manager who was the
supervising senior on the City of Providence and other Rhode Island municipalities prior to her
transfer to our London, England office. She is very familiar with the City as well as the accounting and
auditing issues that are unique to Rhode Island. Deb's experience makes her extremely qualified to
manage the audits of the City, the School department and the Planning department. |

Water Supply Board Manager - Michael Maschio is a senior audit manager with a great deal of

experience in serving large cities such as the Cambridge and Revere, Massachusetts. Both these
entities have significant water and sewer operations. Mike also has experience in auditing federal funds
received under the Job Training Partnership Act. Because of Mike's experience, he will manage the

Water Supply Board audit and all work performed for the Providence Job Training Partnership.
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Civic Center Manager - Jeff Swanberg is an experienced senior manager whose clients include the
Worcester Centrum, the Wang Center for the Performing Arts, and the box offices for the Boston
Bruins and the New England Patriots. Because of Jeff's experience with box office audits, he will be

ideal as the manager for the Civic Center.

The City will be an important client to the Providence office and to the Firm. Accordingly, all
necessary resources will be committed toward the success of this engagement. Besides the personnel
identified as the core audit team, an appropriate number of senior, staff and assistant accountants will

be available to provide professional services under this contract.

LR B IR 2K I A%

We think that you will agree that the members of our team have more practical and technical expertise
than any of the other proposers. Additionally, we possess more large-scale government audit
experience and expertise than any other firm. We encourage you to review the resumes of the team
members and contact the references we have provided. We would be happy to provide additional

references upon request.
It is not size alone or diversity of services offered which sets us apart from the competition. It is doing

a professional job for a reasonable fee and being responsive to your needs and questions. In short, it

is making certain you are a satisfied client. This will be the responsibility of the engagement team.

10
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QUALITY CONTROL

Stringent quality control procedures in place within Peat Marwick supplement and reinforce the routine
review policies followed on each engagement. Our quality control features include:

Preissuance Review - Prior to release of our auditors' reports, the financial statements of our
clients are carefully reviewed by an experienced, industry-knowledgeable partner to ensure that the
form, content and disclosures reflect the latest developments in Firm and professional standards.
Self-Review Program - Each office of the Firm annually performs a self-review of its audit
practice. Partners and managers not otherwise associated with an engagement review the reports and
supporting workpaper documentation to ensure that all pertinent Firm and professional standards have
been adhered to. This process is performed on a test basis with at least one engagement of each
partner and manager being selected for review.

Professional Practice Review Program - This program monitors the performance of the
accounting and auditing practice of all Peat Marwick offices. The review procedures performed are
substantially similar to those of the self-review program; however, the review is performed by
individuals not otherwise associated with the office under review.

While the above quality control programs provide progressively independent reviews of our auditing
and accounting practice, maximum independence is achieved through the peer review program. Peat

Marwick is the unquestioned leader in the concept of peer reviews.

The former chairman of Peat Marwick, Thomas L. Holton, chaired the AICPA's Special Committee to
Study Quality Review for Multi-Office Firms. Although the committee developed a plan for an AICPA
program for independent voluntary quality control reviews in 1974, the plan's implementation date
was deferred. However, in early 1975, Peat Marwick became the first public accounting firm to

engage another firm to review our audit practice and make its findings public.

We have had five peer reviews performed since we first took this leadership position, with the most
recent review conducted in 1990. In each case, we have received unqualified opinions on the conduct

of our audit practice.

11
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Audit quality on government audit engagements is an issue that has been raised by the federal
government through their quality control reviews of single audit and other types of government
engagements. To help auditors address this quality issue, the AICPA has developed the Certificate of
Educational Achievement (CEA) Program. The CEA program was established to recognize those
individuals completing a series of educationally demanding integrated courses in governmental

accounting and auditing. Upon successful completion of these courses, a certificate is awarded.

The Certificate of Educational Achievement is not the equivalent of a CPA Certification nor is it related
to a Certification. Rather, a CEA is like a diploma that signifies the completion of the series of

government accounting and auditing courses.

Two Peat Marwick partners, Jack Miller and Shawn Warren, authored "Auditing Under the Single
Audit Act", the fourth course in the CEA program. These are the same two individuals responsible for
developing and updating the Firm's internal government training courses. Also, several of the Firm's

partners and managers serve as instructors in the CEA program.

The CEA courses are intended to provide high quality training courses to audit organizations that do
not have necessary in-house training for audit professionals. Peat Marwick does not fall into this
category. Peat Marwick has long been an outspoken proponent of quality standards for government
audits and has structured its internal training curriculum to provide the highest quality and most
extensive training program of any accounting firm. Accordingly, our audit professionals are provided

with a level of training that is more stringent than the requirements of the CEA program.

12
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REFERENCES OF BOSTON BUSINESS UNIT GOVERNMENTAL CLIENTS

Listed below are the names, addresses, and telephone numbers of individuals who may be contacted
for references. We are proud of our reputation and invite you to contact these people or other people in
cities and towns we have audited with whom you may be acquainted.

City of Boston, MA (617) 725-4671
Ms. Sally Degan, City Auditor

City of Worcester, MA (508) 799-1053
Mr. James Delsignore, City Auditor

Boston Water and Sewer Commission (617) 330-9400
M:s. Patricia Fahy, Chief Finance Officer

Town of East Greenwich, RI (401) 886-8612
Mr. Albert Papineau, Finance Director

Town of South Kingstown, RI (401) 789-9331
Mr. Alan Lord, Finance Director

Commonwealth of Massachusetts, Department of
Revenue, Bureau of Accounts (617) 727-4401
Ms. Mariellen P. Murphy, Director
Mr. Ellis Fitzpatrick, Deputy Director

If additional references are required, please advise.

13
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PROPOSER'S APPROACH TO THE AUDIT

OBJECTIVES AND SCOPE

The first objective of our audit will be to render an opinion on the general purpose financial statements
of the City of Providence, Rhode Island, the component unit financial statements of the Water Supply
Board and the Civic Center Authority, the financial statements for the Job Training‘Parmership funds,
and the departmental statements for the School and Planning Departments.

Our audit of these financial statements will be made in accordance with applicable generally accepted
governmental auditing standards, including provisions of the revised AICPA Audit and Accounting
Guide, Audits of State and Local Governmental Units. Our procedures will include tests for
determining whether the City has:

*  complied with applicable provisions of the Laws of Rhode Island; and

*  adhered to the accounting requirements prescribed by the Auditor General.

The second objective will relate to the additional audit procedures and reporting requirements imposed
by the Single Audit Act of 1984, OMB Circular A-128 and Government Auditing Standards issued by
the U.S. Comptroller General. Specifically, this objective includes:

*  expressing an opinion on the City's supplementary schedule of federal financial assistance;

* reporting on the City's internal control structure used in administering the federal financial
assistance programs; and

*  reporting on the City's compliance with the laws and regulations pertaining to its federally-
assisted programs.

Additionally, our audit will provide us with sufficient evidence to:

*  determine and report on the City's compliance with applicable laws and regulations that may
have a material effect upon the financial statements and on each major federal financial
assistance program;

*  report on the internal controls that were evaluated, the controls that were not evaluated, and any
material weaknesses identified as a result of the evaluation;

14
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+  provide a statement of positive assurance with respect to items tested for compliance, including
compliance with laws and regulations pertaining to financial reports and claims for advances
and reimbursements and negative assurance on those items not tested;

» provide a summary of all instances of noncompliance and recommendations for corrective
action; and

*  provide a summary of total amounts questioned, if any, for each federal assistance award, as a
result of noncompliance.

As the City's auditors, we will be interested in the City's overall success as an efficient and cost-
effective institution of local government. The City Council can expect us to contribute constructive
suggestions in a management letter regarding the City's operations in the following manner:

*  During each phase of the engagement, we will note matters that come to our attention affecting
internal controls, operating systems, and procedures that result in duplication, inefficiencies, or
other impediments to streamlined operations. We will accumulate our observations and
develop recommendations for eliminating the noted weaknesses and inefficiencies; and

* We will review and explain our observations and recommendations with the responsible
personnel to ensure that our observations are accurate and that operating personnel understand
the recommendations and are able to implement the suggested changes.

We view the development of a comprehensive management letter as a major by-product of the audit
process. It is designed to assist the City in improving operations and reducing costs, and
recommendations may address revenue sources and collection, purchasing and payroll procedures,

accounting and reporting systems, fixed asset inventory records, investment policies, overall financial

condition, insurance coverage, debt administration, and related subjects.

15



Proposal to Serve
City of Providence, Rhode Island

APPROACH AND PROCEDURES

General Approach

Peat Marwick believes that the function of the public accounting firm today has evolved beyond the
traditional role of the auditors, and now includes a full range of management, financial and operational
services. The strength and diversity of our firm demonstrates that we have made a major commitment
to such an integrated full service concept. At Peat Marwick, we use an audit approach in the audit of a
client's financial statements that is designed to maximize our understanding of the organization and
minimize the time required to conduct the audit. In performing our audits, our professionals recognize
that a properly planned audit is most efficient and least disruptive to our clients' normal accounting

activity.

We recognize the importance of timely reporting and efficient auditing procedures and, accordingly,
have designed an audit approach which will allow us to meet your needs. This approach is based upon
maximum coordination of our procedures with your personnel and an efficient audit approach on our
part designed to meet the timing of your reporting requirements. It is also based upon using

technology to the maximum extent possible.

Our audit approach differs from other major public accounting firms because we focus on the
significant systems and controls that produce financial statements, rather than numerical recordings.
Once reviewed and evaluated, these procedures enable us to design an efficient and cost-effective audit
program that is truly tailored to your needs.

Planning, systems evaluation, testing, and reporting are the four major phases of our audit approach.

Each of these phases and its relevance to the City is described below:
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Planning
Our engagement will begin with a review of pertinent background information, including;

City and State statutes and ordinances;

Bond covenants;

Federal grant awards and related documents;

Legislative proceedings;

Organizational structure of the City government;
Long-range plans of the City;

The City's operational and financial systems and reports;
Unusual financial trends and results; and

Contracts and major commitments.

During the planning phase, we will also discuss with City officials the timing of the audit, the extent of
participation in the audit by City personnel, federal compliance matters, and the significance of recent
changes in municipal accounting and reporting practices promulgated by the Auditor General and the

Government Accounting Standards Board.
Systems Evaluation

Having established the audit framework in the planning phase, we will then determine the extent to
which existing internal controls and accounting systems can be relied upon to produce reliable and
timely financial data. We will develop and document our understanding of the City's major accounting
systems and the internal accounting and administrative control systems relating to the City's federally-
funded programs.

The review of the City's internal controls and accounting system will be performed by flowcharting
transaction cycles and having discussions with the responsible officials. After gaining an
understanding of the internal controls of the City's major financial and compliance systems, we will
conduct tests to ascertain that they are functioning as described. Transactions will be selected and
reviewed in sufficient detail to permit us to formulate conclusions regarding compliance with control

procedures.
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Testing

Upon completing our systems evaluation, audit procedures will be designed that will enable us to

assess whether:

City Council directives included in the minutes of meetings have been carried out;

billings, including real and personal property and excise taxes, are properly controlled and
accurately recorded,;

receipts are properly accounted for and recorded on a timely basis;

only properly hired, authorized personnel are on the payroll and being compensated in
accordance with collective bargaining agreements or other directives;

purchases are authorized, subjected to prescribed procurement procedures, and within
budgetary limitations;

expenditures are recorded and charged to proper budgetary accounts;
the encumbrance process is not being abused near the end of the year;

the City adheres to the significant compliance features of its "major" federally-assisted
programs;

documentation supporting expenditures is appropriate;
assets are properly recorded and adequately safeguarded; and

liabilities, commitments, and contingent liabilities are properly recorded or appropriately
disclosed.

Significantly more testing would be carried out in those areas where internal controls are weak or not

functioning as designed.
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Reporting

Upon completing our audit, drafts of all financial statements, and the supplemental schedule of federal
financial assistance, as well as our reports on the City's internal control structure over the
administration of its federally-assisted programs, the City's adherence to major federal program
compliance requirements, and our management letter will be reviewed with the City's Finance officials
and other affected department heads prior to their issuance. These post-audit review procedures will
eliminate surprises in the final reports and help assure that the potential benefits of audit results,
conclusions, and recommendations are maximized. Additionally, we will meet with the City Council
Committee on Finance and other appropriate officials to verbally present our findings, conclusions,
and recommendations at no additional cost. This meeting will provide officials with an opportunity to
discuss our observations and recommendations and clarify issues in the financial statements,
comments on the internal controls in administering and adhering to compliance requirements of the

federal programs and the management letter.

Timing

The System expects delivery of the final audit report no later than six months after year end. The
preparation of the audit report will be a major focus of the entire audit team and will drive the process
we undertake during our planning process. We are committed to meeting the City's
reporting deadline, and are anxious to begin working with City officials to ensure it is met. Drafts
of the audit report will be presented to management and a meeting will be set to discuss the drafts prior
to finalizing them. Additionally, an audit timetable is included in Appendix C that outlines key dates
and deliverables that will enable the December 31 deadline to be met.

19



L

~t

-

Proposal to Serve
City of Providence, Rhode Island

Quality Service Program

At the end of the engagement, management will be given the opportunity to participate in the Firm's
Quality Service Program. Peak Marwick has taken the lead in accounting profession by listening --
and responding -- to our client concerns. In 1988, we became the first major accounting and
consulting firm to institute a formal quality service program that measures our clients' satisfaction and
acts to ensure positive change. This program, and the thinking that it embodies, will benefit The
System. Our quality service program is geared to ask our clients one basic question -- "How are we

doing?" -- and to remedy problems when we find them.

The primary vehicle to accomplish this is a survey distributed to audit, tax, personal financial planning,
and consulting clients. Under the program, a questionnaire is sent to key individuals at our clients
who have a strong service relationship with Peat Marwick people. (While outside accountants and
consultants traditionally have strong relationships with financial executives, our program is designed to
measure the working satisfaction of all the relevant officers at our clients, including CEOs, executive

and senior vice presidents, etc.)

The survey is conducted annually or at the completion of a major engagement. We are interested in all
responses, not just favorable ones. To ensure fairness and follow-up, Peat Marwick has retained an
objective consultant to administer the program. In that way, when a client returns a report, it goes to
an impartial party and is then relayed to the partner-in-charge of the local office's quality service
program. It is this partner's duty to inform both his superiors in Peat Marwick and the engagement

team of the client's comments, as well as to make sure any problems uncovered are addressed.

We believe that having a meeting with System management and giving management an opportunity to
respond directly to the Firm through this process will help ensure that the engagement is completed

to your satisfaction.
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COMPENSATION

Our fees are based on the amount of time spent on an engagement and the level of personnel assigned.
We are also reimbursed for out-of-pocket expenses, including travel, typing, and report reproduction.
Our fee includes all out-of-pocket expenses associated with the audit. Should our actual time be less
than anticipated, we will bill a lesser amount. It is our practice to submit monthly progress billings as

work progresses.

We view our proposed association as a year-round commitment. We expect to be consulted

rougeh 1€ i ati 180 ould provide

reasonable assistance without additional costs to the City. If it becomes clear that a signifi
of time or effort would be required to respond to the City's needs, we would prepare a detailed

cant amount

proposal outlining the objectives of the effort, a work plan, timing, and estimated fees before
proceeding. Additionally, if the scope of the audit should change during the contract period we would
prepare an estimate of the hours and fees for the change in scope and discuss the audit and fee impact
with you before starting any work. For example, fixed assets are expected to be included in the City's
financial statements in 1994. Also, additional organizations, funds and entities not currently in the
City's financial statements may be required to be included in the 1994 statements as a result of a new

accounting pronouncement.

We are prepared to begin our audit within one week after acceptance of this proposal, or later at your
convenience. Draft reports should be ready for your review and reports will be delivered in final form

after your review and approval.
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Compensation Summary
I. Fees

All Inclusive With PBA
For the Year Ending Audit Fee Review Only
June 30, 1993 $ 149,500 * $ 149,500 *
June 30, 1994 $ 159,000 ** $ 154,000
June 30, 1995 $ 166,000 $ 161,000

* Peat Marwick is currently engaged, under a separate contract, to perform the audit of the PBA for the
year ended June 30, 1993, so no difference exists in the June 30, 1993 estimated fees.

** The fee increase would reflect the inclusion of PBA as part of the City's overall audit contract with
Peat Marwick.

In addition to the audit services requested in the RFP, our fee includes performing two administrative

reviews chosen by management from the listing provided in the additional information section of this
proposal.

IL. Estimated Billable Hours

All Inclusive . With PBA
June 30, 1993 3,800 * 3,800 *
June 30, 1994 4,100 ** 3,850 **
June 30, 1995 4,100 3,850

* We anticipate that there will be approximately 300 hours in start-up time that the City will not be
billed for under the contract.

** The increase in hours reflects the expected time to complete the PBA audit/review in 1994 and
1995.

III. Supplemental Rates Per Hour

Rate
Staffing Level , per Hour
Partner $170
Manager $ 100
Senior $70
Staff -~ $40

22
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ADDITIONAL INFORMATION

Peat Marwick prides itself in being a total services firm, one that can fulfill not only the independent
audit needs of the City but also a wide range of management consulting skills. Our New England
region consulting practice employs over 100 professionals and has qualified specialists in a variety of

functional and industry areas including state and local government.

Our qualifications and experience in the public sector are summarized in the following categories:

. Governmental Accounting and Financial Management.

. Rate Studies and Financial Planning for Governmental Agencies,

. Administrative Reviews, and

. Actuarial Studies.
Governmental Accounting and Financial Management
We have extensive experience in designing and implementing financial accounting and reporting
systems for municipalities, designing uniform charts of accounts, conducting federal reimbursement
studies (e.g., OMB Circular A-87) and other cost analyses, and assisting management in selecting
automated system hardware and application software. Peat Marwick has designed its own automated
financial accounting and management information systems, known as FAMIS (main-frame and mini-
version). FAMIS (Financial Accounting and Management Information System) operates in an on-line

interactive mode and is suitable for operation on hardware ranging from very large mainframes to

medium-scale minicomputers.

Projects undertaken by our consulting practice include:

*  Implementation of the automated accounting system - including establishment of the accounting
system, a revised chart of accounts, and modified accounting records and feasibility analysis of
system automation. :

*  Enhancement of a retirement system's accounting and organization system, including a review

of existing inputs, processing of outputs, and the organization structure that supports the work
flow.
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Development of special revenue funds consistent with generally accepted accounting principles
in support of a betterment assessment program, including information requirements, account
code structure, chart of accounts, and a user's procedures manual.

Rate Studies and Financial Planning for Governmental Agencies

Peat Marwick has performed a variety of cost reimbursement, management planning, and user charge

and cost recovery studies for municipalities and regional agencies as summarized below:

Assistance to a number of cities in the development, negotiation, and implementation of the
city-wide Central Service Association Plan and Departmental Indirect Cost Proposals in
compliance with Office of Management and Budget Circular A-87 and Department of Health
and Human Services Guide OASC-10 for the purpose of maximizing recovery of indirect costs
on federal and state grant programs and to establish chargebacks to enterprise funds.

The development of policy and procedure options to implement water and sewer enterprise
funds. This included a review of past, current, and projected policies regarding water and
sewer activities, the billing structure, and development of rates to maintain self-sustaining
utilities.

The development of a water rate schedule to recover, on an equitable basis, sufficient revenues
to maintain the water department on a self-sustaining basis and develop sufficient
documentation to support an application for a rate increase.

Administrative Reviews

We have developed a series of administrative review programs designed specifically for local

governments. An administrative review, which involves a thorough and detailed analysis of a specific

administrative function, provides the basis for a report of recommendations to ensure the efficiency of

the procedures and the effectiveness of the function.

The following are examples of administrative functions in government and the concerns Peat

Marwick's administrative review programs encompass:

Purchasing - considers such aspects as the organization and staffing of the purchasing function;
procedures to secure bids, place orders, and ensure quality materials; methods used for regular
recurring orders and for emergency purchases; the handling of surplus and scrap; etc.

Cash management - comprises the four basic elements of cash management - bank relations,
collections, cash flow planning and management, and investment policy and practices.
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Data processing - reviews the adequacy and the utilization of data processing equipment; the
leadership, skills, and initiative of data processing management and staff; the effectiveness of
user involvement; the procedures used for systems analysis and design, programming, and
operations; data file storage and protection practices; input/output controls; etc.

Personnel administration - examines the role of the personnel function, i.e., as a resource to the
government or solely for enforcement of personnel policies and rules; recruiting and employee
termination practices; the process used to determine salary and wage levels; employee
development programs, employee benefit packages; etc.

Mobile and support equipment - evaluates the effectiveness of the acquisition, operation, and
maintenance of this equipment in public works departments, departments of parks and
recreation, motor vehicle pools, and, to a certain degree, police and fire departments.

Budgeting - examines such considerations as the way needs and priorities are incorporated into
the budgeting process; operating management's participation in the budget process and the
manner in which requests are developed; procedures for budget modifications; capital
budgeting processes; etc.

Administrative review programs have also been developed for:

Cost allocation;

Accounting;

Grants management;

Internal audit;

Management reporting;

Retirement systems;

Capital projects programming and implementation;
Debt management and administration; and
Facilities maintenance.
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RESUMES OF KEY PERSONNEL

This section of our proposal provides a detailed description of Peat Marwick's proposed client service
team and the capabilities of the individuals selected for these key positions. Our emphasis in this
section is to provide the City Council Committee on Finance with our management organization that
will be responsible for directing the execution of the City's audits.

Because of the prestige associated with serving the City and in view of its size and complexity, it will
be an important client of the office and the Firm. The quality of personnel assigned underscores this
importance. Our engagement team brings to the City an unsurpassed combination of technical skills,
broad and relevant experience in the government environment, and an understanding of the nature and
diversity of the City's activities, operations and accounting issues. As a result, you can be assured that
City personnel will not be required to "train" its external auditors.

We believe the team we have assembled for the City sets us apart from our competitors. A summary
of this experience is presented below:

All key members of the team have extensive practical audit experience in the public sector and
specifically in the transportation industry.

*  Two members of the team are members of the Government Finance Officers' Association
Special Review Committee.

+  All management members of the team work almost exclusively in the public sector. These full
time government specialists have a depth of knowledge that cannot be matched by other
auditors who dedicate themselves to several disciplines.

¢ The key members of the team are heavily involved in the activities of the industry through their
participation in state and national groups and associations.

The responsibilities and qualifications of each of the key team members are summarized in the
following resumes for these individuals.
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LON COMPTON

Client Service Partner

RESPONSIBILITIES:

Lon Compton is partner-in-charge of the governmental audit practice in Peat Marwick’s Boston office.
In this role, he develops governmental audit and financial reporting standards unique to his service area
which includes New Hampshire and Massachusetts. He is responsible for providing training,
technical resources and direction to the professional staff assigned to governmental engagements. In
addition, he is the engagement partner for many of our governmental clients.

RELEVANT EXPERIENCE:

Lon has devoted a substantial portion of his career to serving governmental clients. This experience
has enabled him to develop innovative solutions to complex accounting issues during the course of his
career. Examples of his engagement responsibilities and other activities in the government sector are
listed below:

In 1976, Lon was the engagement manager on one of the first audits of a Massachusetts
city/town conducted by an independent public accountant. Since that time, he has managed or
been engagement partner on the audits of such large Massachusetts cities as Boston, Cambridge,
Everett, Brockton and Worcester; sixteen smaller cities and towns; six districts and many federal

grant programs.

Lon served as the engagement partner on the Commonwealth of Massachusetts GAAP
conversion project from 1984 to 1987.

He has served as partner on the audit of four of the five largest cities in New Hampshire. In
connection with the City of Portsmouth audit for June 30, 1988, he was engaged to assist in the
review and preparation of a CAFR for submission to the Certificate of Achievement for
Excellence in Financial Reporting Program.

As engagement partner, his responsibilities have included:

- Presentations before Standards & Poor’s and Moodys in connection with bond ratings
reviews.

-  Preparation of comfort letters and responding to questions raised by underwriters and bond
counsel at due diligence meetings in connection with bond offerings.

As a member of the Special Review Committee for the GFOA’s Certificate of Achievement for
Excellence in Financial Reporting Program, he has experience in reviewing CAFRs for a wide
variety of entities throughout the country.

He was engagement partner on a project to perform a comprehensive study and evaluation of the
financial condition of the City of Chelsea in conjunction with the City’s “bailout” plan.

Other engagement partner responsibilities include comprehensive reviews of internal controls at
the Boston Housing Authority (BHA) and Massachusetts Department of Public Works (MDPW).
The latter review was performed in connection with a single audit under OMB Circular A-102 of
the MDPW in consortium with the State Auditor’s Office and the MDPW’s internal audit

department.
A-2
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+ He assisted ten Massachusetts municipalities in the development of fund structure and UMAS
conversions.

+ Lon’s commitment to his profession is demonstrated by his responsibilities to the Massachusetts
Society of Certified Public Accountants:

- Chairman of the Municipal Accounting and Auditing Committee
- Liaison to the Massachusetts Municipal Auditors and Accountants Association

- Instructor at the Society’s annual governmental training course for Certified Public
Accountants

- Member of the committee that responds to exposure drafts issued by the Governmental
Accounting Standards Board

- Member of the committee selected to comment on the 1987 reviews of the
i 3 ganizati P ; Activities ¢ nctions published by the

PROFESSIONAL ACTIVITIES:

Lon is a member of the American Institute of Certified Public Accountants and the Massachusetts
Society of Certified Public Accountants. He is also a member of the Government Finance Officers
Association.

EDUCATION:

Lon holds a Bachelor of Science degree in business administration from Babson College. He received
many national honors for graduating with the highest grades in this class.
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SHAWN WARREN

Engagement Partner

RESPONSIBILITIES:

Shawn Warren will serve as engagement partner for the audit of the City of Providence, Rhode Island.
In this capacity he will be responsible for administering, planning, reviewing critical areas of the audit
and content of all reports and communicating results to City officials.

RELEVANT EXPERIENCE:

Shawn joined Peat Marwick's Boston office in 1982. He was the in-charge accountant on our audit of
the City of Cambridge, the first Massachusetts community to receive the GFOA's Certificate of
Achievement for Excellence in financial reporting. Following this assignment he was supervising
senior of our initial audit of the City of Boston. He was promoted to manager in 1986 and assumed
responsibility for the single audits of the cities of Boston, Somerville and Everett, Massachusetts and
Portsmouth, New Hampshire and towns of Plymouth and Walpole, Massachusetts as well as two
school districts. He assisted Portsmouth, New Hampshire in the preparation of their initial CAFR for
submission to the GFOA's certification program.

In 1988, Shawn transferred to our New York office to work for our National Government Practice
Director. His duties were to; provide technical accounting and auditing advice to our 137 local offices,
develop national training programs and practice aids, disseminate bulletins and newsletters to local
offices and clients on current matters impacting the industry, and develop Firm positions and
responses to GASB pronouncements. Shawn transferred back to the Boston office in 1990 and, since
that time, has been the engagement manager on the Massachusetts Bay Transportation Authority, the
City of Boston, Massachusetts, Boston Water and Sewer Commission, Blue Cross and Blue Shield of
Massachusetts and Bay State Gas Company. :

PROFESSIONAL ACTIVITIES:

Shawn is a member of the Massachusetts Society of Certified Public Accountants. He was the
recipient of the Bronze Medal for his performance in the uniform CPA exam and has taught for a
national CPA review program, the AICPA and for Peat Marwick's national government training
courses. Shawn has been heavily involved in the drafting of documents issued by the AICPA
including co-authoring a the single audit training course for the AICPA's Certificate of Educational
Achievement program and Statement of Position 92-7, "Audits of State and Local Governmental
Entities Receiving Federal Financial Assistance” and has written many articles and delivered many
speeches on various topics in both governmental and commercial accounting.

EDUCATION:

Shawn received a Bachelor of Science degree in business administration, with honors, from
Merrimack College, and a Master's degree in Computer Information Systems at Bentley College.

OTHER ACTIVITIES:

Mr. Warren is a member of the Government Finance Officers Association, the Massachusetts Society
of CPAs, the Association of Government Accountants He is also a member of the Massachusetts
Society of CPA's Government Accounting and Auditing Committee.
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DEB THOMAS-SLATER
Audit Senior Manager

RESPONSIBILITIES:
Deb Thomas-Slater will serve as engagement manager for the audit of the City of Providence, Rhode

Island. In this capacity she will be responsible for coordinating the audit, assisting in the planning
process and overseeing the day-to day activities of the audit.

RELEVANT EXPERIENCE:

Debisa managei in the Audit Department of Peat Marwick's Providence office. She returned from a
two year rotation to Peat Marwick's London, England office in August, 1992 and specializes in the
areas of governmental institutions and manufacturing.

During her time with the Firm she has served the following governmental audit clients: Town of East
Greenwich, Warwick Public Schools, Providence Public Building Authority, Rhode Island Higher
Education Authority, Rhode Island Student Loan Authority, The London Transport Authority, City of
Providence, Providence School Department, and the Town of South Kingstown.

EDUCATION:

Bachelor of Science, magna cum laude - Providence College

OTHER ACTIVITIES:

Deb is a Certified Public Accountant and is a member of the Rhode Island Society of Certified Public
Accountants. She serves on the Society's Governmental Accounting and Auditing Committee.
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MICHAEL MASCHIO

Audit Senior Manager

RESPONSIBILITIES:

Michael Maschio will serve as engagement manager for the audit of the City of Providence, Rhode
Island Water Supply Board and the single audit of the Job Training Partnership funds. In this capacity
he will be responsible for coordinating and planning these audits and overseeing the day-to day
activities.

RELEVANT EXPERIENCE:

Mike joined Peat Marwick's Boston office in 1985, having previously worked for the City of Boston
as a senior accountant in the City Auditor's Department. He was promoted to manager in 1989. Mike
has significant experience serving our government clients, including Massachusetts cities and towns of
Cambridge (the first Massachusetts community to receive the GFOA's Certificate of Achievement for
excellence in financial reporting), Revere, Lowell, Brookline and Weymouth. These clients have all
been subject to the audit requirements of the Single Audit Act of 1984. In addition, Mike has
participated in federal grant audits including the audit of the Job Training Partnership Act administrated
by the Commonwealth of Massachusetts.

EDUCATION:
Mike earned a Bachelor of Science degree, with high honors, from Bentley College.

OTHER ACTIVITIES:

Mike is a Certified Public Accountant and is a member of the American Institute of Certified Public
Accountants and the Massachusetts Society of Certified Public Accountants.
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JEFFREY C. SWANBERG

Audit Senior Manager

RESPONSIBILITIES:

Jeff Swanberg will serve as engagement manager for the audit of the City of Providence, Rhode Island
Civic Center Authority. In this capacity he will be responsible for coordinating the audit, assisting in
the planning process and overseeing the day-to day activities of the Civic Center audit.

RELEVANT EXPERIENCE:

Jeff joined Peat Marwick's Rockford, Illinois office in 1980 and was promoted to manager in 1985,
He transferred to Peat Marwick's Executive Office in 1987 for a two-year assignment in the
Professional Development Department and the Department of Professional Practice. During his
assignment, Jeff was responsible for developing training programs to introduce the Firm's revised
audit process, answering inquiries on auditing matters from operating office personnel throughout the
Firm and implementing new auditing standards into the Firm's audit process.

Jeff transferred to the Worcester office in 1989 and then to Boston in 1991. He has been active as a
Statistical Audit Specialist and as instructor of Peat Marwick training courses for the last seven years.
He has instructed general auditing courses for all levels of personnel as well as banking and thrift-
specializing industry training courses.

Jeff has a broad range of industry experience with Peat Marwick. He has served many governmental
clients, middle market commercial clients, banking and thrift institutions and not-for-profit
organizations. Several of the entities with box office operations that Jeff has served include the
following:

The Centrum in Worcester

The Wang Center for the Performing Arts, Inc.
Boston Bruins

New England Patriots

Other client that Jeff serves include:

John Woodman Higgins Armory
Rockford Metro Centre

Boston Five Bancorp, Inc.

Worcester County Institution for Savings

EDUCATION:
Jeff earned a Bachelor of Arts degree from Augustana College.

OTHER ACTIVITIES:

Jeff is a member of the American Institute of Certified Public Accountants. He is a member of
Kiwanis International and served on the Board of Trustees and Finance Committee for several
community organizations including the Winnebago Country Paratransit System, Family Counseling
Service and the Boy Scouts of America.
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Certified Public Accountants

Jon C. Madonna 767 Fifth Avenue
Chairman and New York, NY 10153
Chief Executive 212 909 5000

To Our Clients:

As Chairman of KPMG Peat Marwick, my top priority is ensuring superior quality ser-
vice to our clients. -

Obtaining feedback directly from our clients helps us to understand their needs and
expectations and improve the quality of services we provide. That is why | ask you
to participate in this on-going process by completing this questionnaire. Your response
will be provided to your KPMG Peat Marwick service team, and will otherwise be treated
confidentially.

We look forward to receiving your response and appreciate the opportunity to serve
your organization.

Sincerely,

Jon C. Madonna
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Name: Title:

Company: Date:

In each of the following sections, please place an X in the space provided B3 indicating your
personal experience with the services provided by KPMG Peat Marwick during the past
12 months. Then place an X inthe space provided [ under the grade that represents your
evaluation of KPMG Peat Marwick.

COMMUNICATIONS/RESPONSIVENESS

1A. Please indicate % your personal experience with KPMG Peat Marwick in the
following areas in the past 12 months: (If NO EXPERIENCE, please leave blank.)
Yes No
(- (| Work completed in a timely fashion - your deadlines met
O [ Partners/managers available when needed
O [  Calls/letters responded to promptly
d C Your needs/expectations understood
O O Your short- and long-term objectives understood
0 O  well-written reports/memos/letters
OO [J Decisions made promptiy
O O Good communication within KPMG Peat Marwick
- O  Good cooperation among U.S. KPMG Peat Marwick offices
O0 [0 Good cooperation betweenU.S. and non-U.S.KPMG offices
OO0 O Timely progress reports
B. Please rate the quality of the communications from KPMG Peat Marwick to you:
Excellent Good Fair Poor
A A- B+ B B- C+ c C- D+ D F
o 0O O O 4O O O a4 O O 0O
C. Please rate the quality of KPMG Peat Marwick’s responsiveness to your needs:
Excellent Good Fair Poor
A A- B+ B B- C+ C C- D+ D F
O O O o g O o o O ao o
D. Has KPMG Peat Marwick improved its communications and responsiveness to

your organization over the past 12 months?

O Improved [0 Stayed the same O Declined

Please provide additional comments on how communications and respon-
siveness could be improved:

1100186y
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TECHNICAL AND PROFESSIONAL SUPPORT

Please indicate B your personal experience with KPMG Peat Marwick in the
following areas in the past 12 months: (if NO EXPERIENCE, please leave blank.)

es No

<

Competent planning of engagement

Work complete and accurate

Recommendations appropriate, constructive, and useful
Continuity in professional staff support

Alternatives/options suggested

Creativity displayed in analyses/evaluations

Professional staff qualified for tasks ‘
Partners/imanagers displayed a keen interest in your business
Professional staff qualified to provide international services
Service team delivered support to all facets of your business
Service team had a good understanding of your industry andits business issues

Dooo0O00ooOoooa0
ooooo0oooooao

Please rate the quality of the technical and professional support you received from
KPMG Peat Marwick:

Excellent Good : Fair Poor

A A- B+ B B- C+ C C- D+ D F

O 04 O O O O O a O O O
Please rate KPMG Peat Marwick’s understanding of your business:

Excellent Good Fair Poor

A A- B+ B 8- C+ C C- D+ D F

o 0O O O Q4O o O a O 0O 0O

KPMG Peat Marwick's technical and professional support to your organization over
the past 12 months has:

00 Improved CJ Stayed the same O Declined

Please provide additional comments on how technical and professional support
couid be improved: '

120018kuY
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USE OF SERVICES
5. For those accounting and auditing, tax, and management consulting services used.
please indicate B if you have had a significant problem with KPMG Peat Marwick
during the past 12 months.
it You Have Used ' You Had If You Have Used It You Had
the Service in the a Problem with the Service in the & Problem with
Past 12 Months the Service Past *2 Months the Service
.| OJ  asnualaudit (| O Treasury management
O O Review or compilation services a CJ  cost management
- O consulting on accounting matters (| O3 strategic business planning
O O3 sectiings O O Organization restructuring
| 1 Taxreturn preparation (| O3 operations/productivity improvement
.| CJ  Taxplanning c O Strategic systems planning
- CJ  international tax c O systems applications development
O O State and local tax - OJ  systems management
(| O3 Trade and customs -] T Advanced technology solutions
0 CJ  Legisiative support c O Corporate reorganization
= 0 Actaria-Pensions a O Mergers and acquisitions
E D Actuarial-Insurance Co. D D nganon servlces
c O3 compensation c CJ  other
O L3 employes benefits
- (o Valuation services
6. If you previously completed and returned a quality service questionnaire, did KPMG
Peat Marwick personnel follow up appropriately on your response?
Followed up with you ] Yes 3 No
All concerns/suggestions were addressed [T]  Yes CJ No
Areas for further attention:
Please provide any additional comments on how we can better serve you:
Copyright © 1992 KPMG Peat Marwick
THANK YOU FOR YOQUR ASSISTANCE! Al rights reserved. Printed in the U.S.A.
Please return the questionnaire ~ == -~ = ape provided to:
Jon C. Ma.: ~—
Office of the J -+ ~.ur
KPMG Peat “'1-a «
767 Fiftth A.vr o 15001864
Contract #:

New York, NY

B-4
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VALUE OF SERVICES

Please indicate B your personal experience with KPMG Peat Marwick in the
following areas in the past 12 months: (If NO EXPERIENCE, please leave blank.)

Yes

&

Work properly defined

Exercised appropriate control over projects

Work satisfied your stated objectives

Timely communication of changes to fee estimates

Timely billing procedures

Billing statements clearly communicated the services rendered

ooooooao
ooo0oooao

Ideas/suggestions were offered that were beyond the defined scope of work

Please rate the value of services you received for the fees you were charged:

Excelient Good Fair Poor
A A- B+ B B- C+ C C- D+ D F

O 0O O O a4 O O a O 0O O

The value of services you received from KPMG Peat Marwick over the past 12
months has:

0 Improved CJ Stayed the same OJ Declined

Please provide additional comments on how the value of services you receive could
be improved:

130018bY
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OVERALL EVALUATION

Overall, how would you rate your satisfaction with the quality of service provided by
KPMG Peat Marwick?

Excellent Good Fair Poor
A A- B+ B B- C+ ] C- D+ D F
O 0O O O O - O O a O 0O

For (only) those services provided by KPMG Peat Marwick in the past 12 months,
how willing would you be to use KPMG Peat Marwick to provide them in the future?

Not Used

Very Somewhat NotVery  NotAtAll in the Past

Willing Willing Willing Willing 12 Months
Accounting/Auditing Services O O | O O
Tax Services | O (.| a (|
Management Consulting Services [ O a - O

For (only) those services provided by KPMG Peat Marwick in the past 12 months,
how willing would you be to recommend KPMG Peat Marwick to a business
associate?

Not Used

Very Somewhat Not Very Not At All in the Past

Willing Willing Willing Willing 12 Months
Accounting/Auditing Services (= O O O a
Tax Services O (- (- | (- a
Management Consulting Services [ a (o (- - |

Overall, during the past 12 months the quality of services provided to your organization
by KPMG Peat Marwick has:

O Improved [0 Stayed the same O Declined

Overall, how well has KPMG Peat Marwick performed during the past 12 months com-
pared with your needs and expectations?

Exceeded Needs Met Needs Below Needs
and Expectations and Expectations and Expectations
c (- -
1400186y
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AUDIT TIMETABLE

Appendix C



AUDIT TIMETABLE
(Based on Financial Statement Delivery Date of 12/31/93)

Scheduled

Major Milestones Dates
PLANNING
Conduct initial planning meetings with

City officials, review of internal and

external audit activities, analytical

review, etc. July, 1993
Evaluate use of quantitative and computer techniques July, 1993
Meet with City officials to discuss results of planning July 30, 1993
INTERNAL CONTROL SYSTEMS EVALUATION July - August, 1993

SUBSTANTIVE TESTING, INCLUDING TESTS OF

LAWS AND REGULATIONS

REPORTING
First Draft Trial balances due:

Providence Civic Center and JTP
Providence Economic Development Commission
Providence Department of Planning and Development

Sept. - Nov., 1993

August 15, 1993
August 15, 1993
August 30, 1993

Providence City Departments September 15, 1993
Providence School Departments September 15, 1993
Providence Water Supply Board September 15, 1993

Financial Reports, first draft due to City:

¢ o & o o o

Providence Civic Center and JTP
Providence Economic Development Commission
Providence Department of Planning and Development

September 15, 1993
September 15, 1993
September 30, 1993

Providence City Departments October 15, 1993
Providence School Departments October 15, 1993
Providence Water Supply Board October 15, 1993

Final Trial Balances and adjustments due:

Providence Civic Center and JTP
Providence Economic Development Commission

September 30, 1993
September 30, 1993

»  Providence Department of Planning and Development October 15, 1993

*  Providence City Departments October 30, 1993

*  Providence School Departments October 30, 1993

*  Providence Water Supply Board October 30 1993

Financial Reports, final draft due to City:

*  Providence Civic Center and JTP October 30, 1993
Providence Economic Development Commission October 30, 1993

Providence Department of Planning and Development

November 15, 1993

Providence City Departments November 30, 1993
Providence School Departments November 30, 1993
Providence Water Supply Board November 30, 1993

Issue Final Financial Reports
Single Audit Reports - Draft

December 31, 1993
November 30, 1993

- Final December 31, 1993
Management letter - Draft November 30, 1993
- Final December 31, 1993

PROGRESS MEETINGS AND OTHER COMMUNICATION

Monthly Status Meetings

C-1

July - November, 1993
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