


August 21, 2019

Director of Financial Administration

Office of the State Comptroller (RFO19-03)
110 State Street — Stop 13-2

Albany, NY 12236-0001

Dear Director of Financial Administration:

Mitchell & Titus, LLP (Mitchell Titus) is pleased to have the opportunity to present our qualifications to
perform advisory services for the New York State Office of the State Comptroller (NYSOSC).

A well-established professional services firm, Mitchell Titus is the largest minority-controlled accounting
firm in the U.S., with offices in New York City, Chicago, Philadelphia, Newark, Baltimore and
Washington, DC. We adhere to leading-edge quality, assurance, risk management and independence
procedures, while using our innovative technology resources. We also have the advantage of connecting
with and utilizing the established knowledge base of an exceptional professional services membership
organization.

Our credentials include a team of diverse professionals with multi-faceted experience within the
programs required for your audit, including subject matter experts in internal controls auditing
procedures. Our clients include several U.S. banks, including government-sponsored enterprises. While
focusing on your objectives, we take pride in our ability to help provide impactful solutions to our clients.
Our commitment to achieving excellence together inspires our commitment to you.

While there are numerous ways we differentiate ourselves from other firms, one of the most compelling
reasons to select Mitchell Titus is our client services philosophy and timeliness of our delivery. We
believe in the importance of building a long-term relationship with our clients; our impetus is to
understand your overall needs and challenges, with an eye on achieving long-term goals and
efficiencies. You can be assured that your specialized program area audits will be conducted by
executives and technical professionals who have hands-on experience in delivering quality services to
organizations of a similar size and complexity as NYSOSC. We would look to make our resources
available at the optimum timeframe specified to Mitchell Titus by NYSOSC.

The enclosed materials detail our understanding of NYSOSC's needs and outline our methodology and
how we are able to assist you. We look forward to discussing our proposal with you, but in the meantime,
please do not hesitate to contact Uzma Malik-Dorman, Engagement Partner, at 212 709 4500 or at
udorman@mitchelltitus.com if you have any questions.

Sincerely,

80 Pine Street
New York, NY 10005

T +1 212 709 4500
F +1 212 709 4680

mitchelltitus.com
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Executive summary

We offer the right team,
with the right experience

Our professionals have deep Internal Audit experience. We believe that our involvement in the audits of
many of our clients has assisted in their growth and development because of our experience dealing with
various organizational structures, information technology environments, complex business processes, and
compliance issues affecting these organizations. We provide advice and assistance in areas ranging from
Sarbanes-Oxley (SOX) testing, risk assessment risk mitigation measures, business process
improvements, governance matters, and Audit Committee-leading practices.

Our comprehensive team brings to NYSOSC specific, relevant experience gained from many years of
working with organizations with similar missions/goals. Our professionals would spend the time to perform
the work required to become well-versed in your operations. We have the flexibility to work across all the
SOX testing/external auditor assistance, compliance and facilities management administration projects
during a timeline that is right for you. Our team includes Uzma Malik-Dorman, Engagement Partner,
Rekha Nambiar, Concurring Partner, Stephen Baloga, Executive Director, Jeanette Carmona, Senior
Manager, and Tissy Feiman, Senior. See Appendix A for our team members’ biographies.

Our focus is to always provide exceptional client
service and a fresh perspective

We know that a responsive team is important to you and our team is ready to work with you immediately
to provide a fresh perspective. We offer a new lens with which to view your organization, which is
especially critical with program auditing. The Mitchell Titus team selected to serve you consists of top
performers who have significant experience serving their clients with passion and excellence, combined
with the industry experience that you require. We will continually challenge our service approach and
make adjustments, as necessary, to be aligned with your operations and expectations. We have the
ability to combine skills from multiple practices and competencies to drive value for NYSOSC, bring
subject matter expertise and experiences, and provide industry best practices and thought leadership. We
would be truly honored to serve NYSOSC and our most knowledgeable and experienced professionals
are eager to begin working with you.



We are committed to serving as your
trusted advisor

Mitchell Titus strongly values the personal commitment of our people and their sensitivity to our clients’
needs. For NYSOSC, this means that the Mitchell Titus client service team will be proactive, accessible
and devote the time necessary to understand your organization and its operations. Our team provides an
array of advisory services to various organizations, such as internal control reviews and Internal Audit
support and co-sourcing services. The entire client service team will tap into their broad-based experience
to share industry knowledge and best practices as they serve NYSOSC.

The relationship we develop with you will be based on
open communication

Currently, we are an employee benefit plan professional services provider to NYSOSC. We are always
cognizant of our clients’ service delivery expectations. We have established protocols to effectively
communicate critical matters encountered during the audit, including reporting any issues and any related
ramifications, in a timely manner to avoid “late surprises”. Your engagement team will be in contact
frequently to provide regular updates on industry trends, respond to any questions or concerns that you
may have, and discuss accounting and financial reporting issues related to new developments at your
organization.

We would be truly honored to serve NYSOSC and our most knowledgeable and

experienced professionals are eager to begin working with you.







Program auditing services

SOX testing and external auditor assistance

In today’'s environment, Internal Audit plays a much more critical role in supporting the business.
Previously, Internal Audit approaches focused solely on monitoring an organization’s control and
compliance structure. However, the Internal Audit function must now also serve as a mechanism for
providing high-quality, relevant business insight to the organization as an integral part of its activities. As
an example, our risk assessment approach encourages “real-time” updating based on changing or
emerging risks throughout the year. Additionally, our Internal Audit methodology takes a value-driven
approach toward risk by focusing more resources on the highest levels of risk and utilizing more data
analysis and indirect monitoring for the lower-level risks. It is not a “one-size-fits-all” approach and our
ability to execute more rigorous testing methods for controls with higher probabilities of failure is critical to
our approach. We know that NYSOSC operates in a distinctive, multi-faceted environment that requires
an equally distinctive Internal Audit function aligned to your needs. Such an Internal Audit function
requires consistent access to industry-focused professionals.

Internal control is much more than only an auditing or accounting effort. It is about managing risk and
promoting accountability. Banks must ensure customers receive services effectively and efficiently, and
demonstrate the value of their services. An effective internal control system touches every aspect of a
bank’s operation, depends upon all of its employees, and helps the bank achieve its mission and
objectives relating to operations, reporting, and compliance with laws and regulations. This directive
establishes — or re-establishes — policy, responsibilities, and procedures for implementing effective
internal control systems within financial institutions.

Our professionals have deep Internal Audit experience within financial services, commercial banking and
government-sponsored enterprises. Mitchell Titus has developed a progressive vision and approach to
Internal Audits. NYSOSC can benefit from our commitment to this vision by gaining access to the
investments we are making to more efficiently serve our clients’ Internal Audit functions and drive more
value for them.

The Audit Committee of a large not-for profit organization recently engaged Mitchell Titus to perform a
diagnostic review of significant financial processes, including financial reporting. Mitchell Titus obtained
an understanding of significant processes and related internal controls, including information technology
controls, and identified, assessed and prioritized key risks within the financial processes. The
engagement also involved performing an objective assessment of the adequacy of staffing for the
organization’s finance function.



Compliance experience

Mitchell Titus assists organizations in identifying key risk areas mapped to business objectives, strategies
and key activities and processes. The enterprise-wide risk assessments often help to prioritize Internal
Audit efforts. Our Internal Audit work involves performing design and operating effectiveness reviews of
internal controls for financial and operating processes, such as financial reporting, investments, human
resources, legal and governance and information technology.

Regulatory management is an important aspect of any financial group. Mitchell Titus’ staff resources are
adept at knowing the latest changes and developments in fiduciary regulations and communicate best
practices for you to follow. Policy management grows out of mandates, and we can help tailor, update
and disperse this necessary organizational information in a consistent and timely manner, including
training suggestions. Mitchell Titus also believes in the importance of change management and the
business solutions that can be derived. We will guide NYSOSC on how to prepare, equip and support
individuals so that they may successfully adopt change to drive organizational success and outcomes.
Mitchell Titus can also offer consultations about effective oversight and governance models and
strategies.

Facilities management and administration

Our Senior Assurance executives have experience in advising on the most effective systems to handle
facilities management, security and building services and communications. Contract management and
fixed asset solutions are key to streamlining and staying current with your parameters of running your
business. We can help you maximize operational and financial performance, while reducing financial risk,
helping you also to reduce costs and improve financial performance.

Focus on risk areas

Mitchell Titus’ Advisory Services practice assists clients in examining their strategic, operational,
compliance and financial risks. The practice encompasses professionals with competencies in risk
management, internal controls and audit, contract compliance and litigation support services. They are
the core team selected to serve NYSOSC and will draw on their extensive professional experience to give
you fresh perspectives and open, objective advice. We work with our clients to develop an integrated,
holistic approach to risk and controls, so that your risk functions are aligned and you are likely to gain
both a better return on your investment in internal controls, risk management and processes, as well as
greater confidence that you can respond to whatever challenges the future may hold.

Enterprise risk management

The key to effectively protecting and growing returns for an organization’s stakeholders is to identify and
manage the risks that could prevent the organization from achieving its objectives. When key risks are
clearly identified, risk management efforts can focus on the risks that could have the most significant
impact on the organization. Our enterprise risk assessment is a highly effective and practical approach
that provides insight on inherent risks and then links them to your organization’s objectives, initiatives,
and processes.



Approach

At Mitchell Titus, our audit processes are built around our clients’ unique needs. Assigned to each
engagement are individuals with specific and extensive knowledge of the various governmental
regulations over the activities of financial institutions. These individuals will bring to bear scalable and
cost-effective solutions/recommendations.

Proposed approach
Overall objective

The overall goal of this project will be to perform the audits of OSC’s compliance with existing
administrative and programmatic internal controls in accordance with Article 45 of the Executive Law. Our
audits will determine OSC's to compliance with the Standards for Internal Control in New York State
Government (“Standards”) issued by the New York State Comptroller in March 2016. We understand that
internal controls audits will cover a comprehensive scope of administrative and programmatic internal
controls for operations throughout the organization, in addition to controls related to financial transactions.
The audit procedures that we perform will be tailored to address key aspects of the requirements and our
reports and findings will assist OSC to be in compliance with the requirements.

Our proposed approach

We will begin our project by meeting with OSC representatives immediately after our appointment as
service providers to co-develop expectations for the project. We will validate our planned approach with
you, making sure that we address your concerns effectively. In this manner, we will gain a deeper
understanding of your issues and expectations which, in turn, will allow us to focus our efforts on critical
internal control areas, including areas of risk. As part of our co-development session, we would validate
the criteria required to be addressed in the audits.

We will then finalize a detailed audit plan using the information gained during our co-development
session. Our plan will emphasize efficient execution to assess if OSC’s administrative and programmatic
internal controls system is established and functioning in a manner to achieve the specific objectives of
internal controls as set forth by Executive Law and the Standards. Our plan will summarize the significant
objectives and relevant internal accounting and administrative controls, protocol for communications with
OSC, planned key procedures and how they align with the audit criteria, a detailed timeline for project
activities and deliverables, and a summary of the support required from OSC.

Once the audit plan is agreed upon, our team will then execute on the plan. Our audit will cover a
mutually agreed upon 60-day period to conduct the internal control audit. Our audit will identify the
significant objectives and related controls; then audit the controls to cover OSC'’s system of internal
controls which manages critical State and agency functions including, but not limited to, the State’s
accounting system, the Common Retirement Fund, the State’s payroll system, State contract and
expenditure review and the State’s Office of unclaimed funds.

We will review significant accounting and transaction processing systems, including OSC'’s financial
system and selected business processes, and document our understanding of the internal controls within



each of these systems and processes. We gain a thorough understanding of the various processes by
conducting interviews with personnel in both the finance and operational departments as well as
performing walkthroughs of these processes. This visibility by the audit team to the organization’s
management team in the various departments allows us to elevate the audit process and highlight the
significant financial and operational controls. Once we have assessed whether the system narratives
accurately depict how systems are actually working, we will identify the key internal control elements in
the systems and evaluate the control environment.

Performing tests of controls

The purpose of performing tests of controls is to confirm our initial assessment of the effectiveness of
controls and the likelihood or actual presence of errors in the accounting and administrative process and
provide a basis for us to rely on the controls. The nature and extent of the testing of controls will be
influenced by our initial assessment of the control procedures being used.

Our tests of controls will include procedures, such as inquiry and observation, corroborated by inspection
of physical evidence resulting from the performance of controls and, in some cases, re-performance of
the controls. After executing our planned tests of controls, we will evaluate the results of those tests and
decide whether the initial assessment of the effectiveness of the controls was appropriate. Upon
completion of the risk assessment and evaluation of the results of the tests of controls, we will develop a
detailed audit program. The audit program is specifically designed to take into consideration the operation
and control environment of OSC and assess the adequacy of the OSC’s ongoing internal control. It is
designed to identify any internal control weaknesses, identify actions to be corrected and monitor
corrective action plans.

We would plan to provide OSC with regular status updates throughout the project, the frequency, timing
and extent of which would be mutually decided upon during our planning co-development session.

We will deliver a draft report on OSC's system of internal controls within 60 days of commencement of the
engagement. The report will include whether the OSC's internal controls are designed and functioning in
a way that provides reasonable assurance that they meet the objectives of internal controls as defined in
New York State Executive Law, Article 45, section 950. The draft report will be reviewed by OSC staff
prior to issuing the final report. The report will be addressed to the Comptroller, follow the requirements of
generally accepted government auditing standards (GAGAS) and include language that the internal
controls were reviewed in accordance with standards established by the American Institute of Certified
Public Accountants (AICPA).

If internal control weaknesses are significant or material with respect to OSC are identified and findings
are warranted, the findings will contain sufficient detail for OSC management to initiate timely corrective
action.



Project timeline

Based on our review of the requested scope of services, we understand and affirm that we have the
available resources to commence the SOX/External audit, compliance and facilities management projects
and complete the fieldwork during the timeframe to be specified by NYSOSC.

The audit team members to conduct this audit will be sourced primarily from our New York office and will

work onsite in Albany, New York.





















Appendix B:
Commitment to quality

ur attention to quality is evident in our adherence to high standards of professional and business
ethics and in the credentials of our staff. We undergo a peer review process every three years
and conduct internal inspections annually.

Mitchell Titus is proud to be a member of the AICPA Audit Quality Center for Public Audit Firms. We are
also members of the AICPA Government Audit Quality Center and Employee Benefit Plan Audit Center.
In addition, we are registered with the Public Company Accounting Oversight Board (PCAOB). As a
registered public accounting firm, we have voluntarily agreed to adhere to stringent oversight, peer
review, inspection and compliance actions from the AICPA and PCAOB. We feel that this enhances the
quality of our practice and results in significant value to our clients.

In today’s competitive environment, setting and achieving high standards is expected — and it is good
business, too. Delivering high-quality professional services is embedded in our client service delivery
process and a core part of our team’s service model. This is a key factor in differentiating Mitchell Titus
from other firms. Our quality control program includes independent engagement quality reviews of all
client engagements, an annual internal quality control review that is far more extensive than the triennial
peer review, on-the-job quality reviews and strict independence requirements. Staff audit personnel
through partners maintain technical proficiency by participating in mandatory training. On average, formal
education hours far exceed professional requirements. In addition, we mandate industry-specific
education for all managers through partners.

Independence

Independence and objectivity are the foundation of our client relationships and will be evident to NYSOSC
as we build a relationship with you.

Audit quality and independence conflict prevention — Like any other system of internal controls, no
single safeguard provides us with the desired assurance that our people comply with applicable
professional standards and our firm’s standards of quality. Working in tandem, however, these
safeguards provide a system that serves to prevent or detect matters that, without corrective action, could
result in substandard performance.

A higher bar for independence — We have policies extending beyond those required by the SEC and
professional standards. As an example, for several years, we have prohibited, and continue to prohibit, all
full-time client service professionals from owning an audit client’s securities. Our policies include a
requirement for managers through partners to report changes in their stock portfolios and confirm all
holdings. We also have special policies and procedures to address situations when a professional
accepts a position with an audit client for which he or she had engagement responsibilities during the 12
months prior to leaving the firm. These safeguards start when a person is first offered employment and
are in place to assess the person’s objectivity and impartiality on the most recent audit engagement.

We are not aware of any matters that would bear on our independence as NYSOSC's auditors.
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SDVOB Statement:

When selecting subcontractors, we adhere to the statutory procedures required for the solicitation and to
ensure a smooth integration within the project, we strive to use subcontractors where there is a previous
working relationship. Mitchell Titus searches for certified small businesses by utilizing databases of the
acceptable certification agency. If we do not already have a pre-existing relationship with a resulting firm
with comparable qualifications, we actively solicit by sending letters or initiating personal contact and
examine their past performance to ensure their skills match those required in the RFP. We provide all
potential subcontractors or vendors with adequate and timely information on the plans and specifications
of this project as well as information necessary to provide a bid or quote. After a brief meeting with the top
ranked subcontractors for the scope of work, Mitchell Titus selects a firm or individual to receive at or
above the required percentage of work. If awarded the contract, our firms will enter into a subcontracting
agreement setting forth the terms of each firm’s commitments and obligations.

Subcontractor Management Plan

The subcontractor management plan is a component of our overall management plan. Our management
plan is comprehensive enough to satisfy the general requirements of the qualifications of the solicitation,
yet flexible enough to meet the specific requirements of individual task orders as they are awarded. The
plan is as follows:

Features Benefits to Client

Project Requirements Definition:

Demands a thorough, accurate, understanding of project requirements as a critical first step for any type
of project or endeavor.Provides a solid foundation for conceptualizing what the end product should be,
and for planning, staffing, and executing the work to achieve the desired results.

Project Organization and Leadership:

Project requirements drive how projects are organized and staffed with seasoned management
personnel.An organizational structure designed specifically around task requirements ensures effective
and efficient delivery of services and establishes the framewaork for identifying and assigning key
management personnel, subject matter experts, and professional staff with the skills and experience
necessary to complete the project with a high degree of success.

Workforce Planning:

A comprehensive workforce plan to staff multiple projects in multiple locations. Orientation guides provide
an overview of the services to be provided. Training requirements are identified and fulfilled prior to staff
deployment.Task orders are adequately staffed no matter where the work takes place. Staff are familiar
with project requirements as well as directives, mandates, and guidelines. Staff orientation and training
prior to deployment promotes project success and facilitates compliance with project mandates.

15



Project Management and Control:

Utilizes clearly defined and proven management processes to control the project and keep it on track
while monitoring quality.Effective project management and control ensures project goals are specific,
measurable, agreed upon, realistic, and time-framed. Projects are delivered on budget and on time.
Quality of deliverables is achieved through a defined staff supervision and work product review process.

Risk Management:

Recognizes that the success on any project is threatened by adverse, unforeseen circumstance and
events.Threats to project success are reduced by anticipating them and developing proactive,
comprehensive strategies to prevent, avoid, or mitigate them.

Subcontractor Management Plan:

Assignments, expectations, and commitments of subcontractors are formalized in contractual documents,
and subcontractors are integrated seamlessly into the project team.Subcontractors are managed as fully
integrated partners thereby creating a seamless, highly-focused project team.
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Appendix C : Peer review
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INDEPENDENT AUDITOR’S REPORT

The Members of the Judicial Auditing Agency
Commonwealth of Pennsylvania

Report on the Financial Statement

We have audited the Judicial Department of Pennsylvania statement of judicial operations (the
financial statement), issued under separate cover, for the year ended June 30, 2018, and the
related notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with the budgetary basis of accounting described in Note 1; this includes
determining that the budgetary basis of accounting is an acceptable basis for the preparation of
the financial statements in the circumstances. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of the financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with 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. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statement, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statement in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statement.

1818 Market Street
Philadelphia, PA 19103
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the Judicial Department of Pennsylvania’s operating activity for the year ended June 30, 2018 in
accordance with the budgetary basis of accounting described in Note 1, and to the extent as
described in Note 2.

Basis of Accounting and Scope

We draw attention to Note 1 to the financial statement, which describes the basis of accounting.
The financial statement is prepared on the budgetary basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America.
Our opinion is not modified with respect to this matter.

As described in Note 2, the financial statement does not purport to show all transactions of the
Judicial Department of Pennsylvania. Additionally, in fiscal year ended June 30, 2018, the scope
of the financial statement reporting changed to include activity from current-year appropriations
and disbursements from amounts payable or encumbered in prior fiscal years.

Other Matter
Audit of Prior-Year Financial Statement

As described in Note 19, the Judicial Department of Pennsylvania began including certain current-
year activity relating to prior-year appropriations within its financial statements, and the 2017
financial statement was restated to conform with the 2018 presentation. Accordingly, since all of
the activity within the 2017 financial statement was not subject to audit, we do not express an
opinion or provide any assurance on the 2017 financial statement, including 2017 amounts
disclosed in the notes to the financial statement.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we also have issued our report dated
November 1, 2018 on our consideration of the Judicial Department of Pennsylvania’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Judicial Department of
Pennsylvania’s internal control over financial reporting and compliance.

November 1, 2018



INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Members of the Judicial Auditing Agency
Commonwealth of Pennsylvania

We have audited, in accordance with auditing standards generally accepted in the United States
and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the statement of judicial operations of
the Judicial Department of Pennsylvania (JDP), for the year ended June 30, 2018, and the
related notes to that financial statement, and have issued our report thereon dated November 1,
2018.

Internal Control over Financial Reporting

In planning and performing our audit of the statement of judicial operations, we considered
JDP’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion
on the statement of judicial operations, but not for the purpose of expressing an opinion on the
effectiveness of JDP’s internal control. Accordingly, we do not express an opinion on the
effectiveness of JDP’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

1818 Market Street
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the JDP’s statement of judicial
operations is free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of statement of judicial operations
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

November 1, 2018



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH THE UNIFORM GUIDANCE AND
REPORT ON SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

The Members of the Judicial Auditing Agency
Commonwealth of Pennsylvania

Report on Compliance for Each Major Federal Program

We have audited the Judicial Department of Pennsylvania’s (JDP) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on the JDP’s major federal program for the year ended June 30, 2018.
The JDP’s major federal program is identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for JDP’s major federal program
based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
JDP’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the
major federal program. However, our audit does not provide a legal determination of JDP’s
compliance.

1818 Market Street
Philadelphia, PA 19103

T +1 215 561 7300
F +1 215 569 8709
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Opinion on Each Major Federal Program

In our opinion, JDP complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal program for
the year ended June 30, 2018.

Report on Internal Control over Compliance

Management of the JDP is responsible for establishing and maintaining effective internal control
over compliance with the types of requirements referred to above. In planning and performing
our audit of compliance, we considered the JDP’s internal control over compliance with the
types of requirements that could have a direct and material effect on its major federal program
as a basis for designing the auditing procedures that are appropriate in the circumstances for
the purpose of expressing an opinion on compliance for its major federal program and to test
and report on internal control over compliance in accordance with the Uniform Guidance, but not
for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the JDP’s
internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.



Report on Schedule of Expenditures of Federal Awards Required by the Uniform
Guidance

We have audited the Statement of Judicial Operations of JDP as of and for the year ended June
30, 2018, and have issued our report thereon dated November 1, 2018, which contained an
unmodified opinion on those financial statements. Our audit was conducted for the purpose of
forming an opinion on the financial statements as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by
the Uniform Guidance and is not a required part of the financial statements. Such information is
the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of
expenditures of federal awards is fairly stated, in all material respects, in relation to the financial
statements as a whole.

November 1, 2018



JUDICIAL DEPARTMENT OF PENNSYLVANIA

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2018

Federal
Federal Grantor/Pass-Through CFDA Grantor’s Total Federal Passed Through to
Grantor/Program Title Number Number Expenditures Sub-recipients
U.S. Department of Justice
Drug Court Discretionary Grant Program 16.585 2016-VV-BX-0003 $ 75,000 $ -
Passed-Through Pennsylvania Commission on
Crime and Delinquency:
Violence Against Women Formula Grant 16.588 2016-VA-05-26422-2 218,477 181,108
Violence Against Women Formula Grant 16.588 2017-VA-05-26422-3 27,462 22,844
Total Passed-Through Pennsylvania
Commission on Crime and Delinquency 245,939 203,952
Total U.S. Department of Justice 320,939 203,952
Passed-Through the State Justice Institute
Judicial Needs Assessment Project 16.unknown SJI-12-N-158 16,110 -
U.S. Department of Health & Human Services
Direct Program:
State Court Improvement Program 93.586 781,787 -
Total U.S. Department of Health & Human
Services 781,787 -
Total Federal awards passed through to sub-
recipients - $ 203,952
Total Federal awards $ 1,118,836

See accompanying notes.




JUDICIAL DEPARTMENT OF PENNSYLVANIA
Notes to the Schedule of Expenditures of Federal Awards
Year Ended June 30, 2018

NOTE 1

NOTE 2

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule)
includes the Federal grant and contract activity of the Judicial Department of
Pennsylvania (JDP) under the programs of the Federal government for the year
ended June 30, 2018. The information in this Schedule is presented in accordance
with the requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards (the Uniform Guidance). Because the Schedule presents only a
selected portion of the operations of the JDP, it may differ from amounts presented
in or used in the preparation of the financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are on the cash basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform
Guidance, wherein certain types of expenditures are not allowable or are limited as
to reimbursement. The JDP has elected not to use the 10% de minimis indirect cost
rate allowed under the Uniform Guidance.
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JUDICIAL DEPARTMENT OF PENNSYLVANIA
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2018

Part | — Summary of Auditor’s Results
Financial Statements Section

Type of auditor’s report issued (unmodified, qualified,
adverse or disclaimer): Unmodified

Internal control over financial reporting:

Material weakness(es) identified? Yes X No
Significant deficiency(ies) identified? Yes X None reported
Noncompliance material to financial statements

noted? Yes X No

Federal Awards Section

Internal control over major federal program:
Material weakness(es) identified? Yes X  No

Significant deficiency(ies) identified? Yes X None reported

Type of auditor’s report issued on compliance for major
federal program (unmodified, qualified, adverse or
disclaimer): Unmodified

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)? Yes X No

Identification of Major Federal Program:

CFDA Number(s) Name of Federal Program or Cluster

93.586 State Court Improvement Program

Dollar threshold used to distinguish between Type A and Type B programs: $ 750,000

Auditee qualified as low-risk auditee? Yes X No
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JUDICIAL DEPARTMENT OF PENNSYLVANIA
Schedule of Findings and Questioned Costs (continued)
For the Year Ended June 30, 2018

Part Il — Financial Statement Findings Section
No matters were reported.
Part 111 — Federal Award Findings and Questioned Costs Section

No matters were reported.
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