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The Board of Trustees
Alabama Prepaid Affordable College Tuition Program
Montgomery, Alabama

We are pleased to present this report related to our audit of the financial statements of the Alabama
Prepaid Affordable College Tuition Program (the PACT Program) for the year ended September 30, 2019.
This report summarizes certain matters required by professional standards to be communicated to you in
your oversight responsibility for the PACT Program'’s financial reporting process.

This report is intended solely for the information and use of the Board of Trustees and management, and
is not intended to be and should not be used by anyone other than these specified parties. It will be our
pleasure to respond to any questions you have regarding this report. We appreciate the opportunity to
continue to be of service to you.
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Prattville, Alabama
February 7, 2020



Required Communications

Generally accepted auditing standards (AU-C 260, The Auditor's Communication with Those Charged
with Governance) require the auditor to promote effective two way communication between the auditor
and those charged with governance. Consistent with this requirement, the following summarizes our
responsibilities regarding the financial statement audit as well as observations arising from our audit that
are significant and relevant to your responsibility to oversee the financial reporting process.

Our Responsibilities with Regard to the Financial Statement Audit

Our responsibilities under auditing standards generally accepted in the United States of America and
Government Auditing Standards, issued by the Comptroller General of the United States of America,
have been described to you in our engagement letter. Our audit of the financial statements does not
relieve management or those charged with governance of their responsibilities, which are also described
in that letter.

Overview of the Planned Scope and Timing of the Financial Statement Audit
We have issued a separate communication dated November 25, 2019 regarding the planned scope and
timing of our audit.

Accounting Policies and Practices

Preferability of Accounting Policies and Practices

Under generally accepted accounting principles, in certain circumstances, management may select
among alternative accounting practices. In our view, in such circumstances, management has
selected the preferable accounting practice.

Adoption of, or Change in, Accounting Policies

Management has the ultimate responsibility for the appropriateness of the accounting policies used
by the PACT Program. The PACT Program did not adopt any significant new accounting policies nor
have there been any changes in existing significant accounting policies during the current period.

Significant or Unusual Transactions
We did not identify any significant or unusual transactions or significant accounting policies in
controversial or emerging areas for which there is a lack of authoritative guidance or consensus.

Management’s Judgments and Accounting Estimates

Summary information about the process used by management in formulating particularly sensitive
accounting estimates and our conclusions regarding the reasonableness of those estimates is in the
attached summary of accounting estimates.

Accounting Principles Generally Accepted in the United States of America
The financial statements were prepared on the assumption that the PACT Program will continue as a
going concern.

Audit Adjustments

The PACT Program records the qualified tuition and fees paid to colleges and universities on its books as
these payments are made; therefore, an annual adjustment was required to convert the books to the
modified accrual basis for the fiduciary fund for this accrued liability.

There were no audit adjustments proposed by us in the current year.

Uncorrected Misstatements
We are not aware of any uncorrected misstatements other than misstatements that are clearly trivial.



Disagreements with Management

We encountered no disagreements with management over the application of significant accounting
principles, the basis for management’s judgments on any significant matters, the scope of the audit, or
significant disclosures to be included in the financial statements.

Consultations with Other Accountants
We are not aware of any consultations management had with other accountants about accounting or
auditing matters.

Significant Issues Discussed with Management
No significant issues arising from the audit were discussed or were the subject of correspondence with
management.

Significant Difficulties Encountered in Performing the Audit
We did not encounter any significant difficulties in dealing with management during the audit.

Significant Written Communications between Management and our Firm
Copies of significant written communications between our Firm and the management of the Board,
including the representation letter provided to us by management, are attached.



Alabama Prepaid Affordable College Tuition Program
Summary of Accounting Estimates
Year Ended September 30, 2019

Accounting estimates are an integral part of the preparation of financial statements and are based upon
management’s current judgment. The process used by management encompasses their knowledge and
experience about past and current events and certain assumptions about future events. You may wish to
monitor throughout the year the process used to determine these accounting estimates. The following
describes the significant accounting estimates reflected in the PACT Program’s September 30, 2019
financial statements:

Estimate
Actuarial valuation of the future benefit payments and the future contract payments.

Accounting Policy

The actuarially computed asset for future contract payments and the liability for future tuition benefit
payments are not recorded in the general ledger of the PACT Program, but are disclosed in the notes to
the financial statements to provide an assessment of the funding status of the PACT Program Trust Fund.
The assessment provides information about whether the actuarial values of plan assets are increasing or
decreasing over time relative to the actuarial accrued liability.

Management’s Estimation Process

The actuarial valuation of the future tuition benefit payments and the future contract payments are based
on assumptions provided by the Board of Trustees and management in consultation with the third-party
actuary. The significant actuarial assumptions include tuition and fee increases, investment return and
discount rates, enrollment of PACT beneficiaries, contract cancellations, payment of tuition and qualified
fees, administrative expenses, payments from the Alabama Education Trust Fund, and deaths and
disabilities.

Basis for Our Conclusions on Reasonableness of Estimate

Our procedures are designed to indicate if the assumptions used for the future tuition benefit payments
and the future contract payments calculations are within a reasonable range. Our procedures are also
designed to determine that the information provided to the actuary is complete and accurate.
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Public Account:

November 25, 2019

The Honorable John McMillan

Alabama State Treasurer and Board Chair
P.O. Box 302510

Montgomery, Alabama 36130

Re: Engagement arrangements for audit services as of
and for the year ending September 30, 2019

Dear Mr. McMillan:

The Objective and Scope of the Audit of the Financial Statements

You have requested that we audit the financial statements of the Alabama Prepaid Affordable College
Tuition Program (PACT), for the period indicated above. We are pleased to confirm our acceptance and
our understanding of this audit engagement by means of this letter.

Our audit will be conducted with the objective of our expressing an opinion on the basic financial statements
and, if applicable, an opinion on supplementary information other than required supplementary information
in relation to the financial statements as a whole.

The Responsibilities of the Auditor

We will conduct the audit in accordance with auditing standards gznerally accepted in the United States of
America (GAAS) and Government Auditing Standards issued by the Comptroller General of the United
States (GAS). Those standards require that we plan arnd perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit involves performing
procedures to obtain audit evidence about the amounis and disclosures in the financial statements. The
procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether dus to fraud or error. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonablzness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

Because of the inherent limitations of an audit, together with the inherent limitations of internal control, an
unavoidable risk that some material misstatements may not be detected exists, even though the audit is
properly planned and performed in accordance with GAAS. Also, an audit is not designed to detect errors
or fraud that are immaterial to the financial statements. The determination of abuse is subjective; therefore,
GAS does not expect us to provide reasonable assurance of detecting abuse.

Jackson Thornton Certified Public Accountants & Consultants

oouth Washington Street, Prattville, Alabama 67 P.O. Box 680900, Pratt bama 36068
A PROFESSIONAL COR

PORATION
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In making our risk assessments, we consider internal control relevant to PACT’s preparation and fair
presentation of the financial statements 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 PACT's internal
control. However, we will communicate to you in writing concerning any significant deficiencies or material
weaknesses in internal control relevant to the audit of the financial statements that we have identified during
the audit.

We will also communicate to the audit committee or its equivalent (a) any fraud involving senior
management and fraud (whether caused by senior management or other employees) that causes a material
misstatement of the financial statements that becomes known to us during the audit, and (b) any instances
of noncompliance with laws and regulations that we hbecome aware of during the audit (unless they are
clearly inconsequential).

The funds that you have told us are maintained by the Board and that are to be included as part of our audit
are listed here:

Trust Fund
Administrative Fund

There are no component units whose financial statements you have told us will be omitted from the basic
financial statements.

Our report on internal control will include any significant deficiencies and material weaknesses in controls
of which we become aware as a result of obtaining an understanding of internal control and performing
tests of internal control consistent with requirements of the standards identified above. Our report on
compliance matters will address material errors, fraud, abuse, violations of compliance obligations, and
other responsibilities imposed by state and federal statutes and regulations or assumed by contracts of
which we become aware, consistent with requirements of the standards identified above.

The Responsibilities of Management and Identification of the Applicable Financial Reporting
Framework

Our audit will be conducted on the basis that management and when appropriate those charged with
governance, acknowledge and understand that they have responsibility:

1. For the preparation and fair presentation of the financial statements in accordance with accounting
principles generally accepted in the United States of America (GAAP);

2. To evaluate subsequent events through the date the financial statements are issued or available to be
issued, and to disclose the date through which subsequent events were evaluated in the financial
statements. Management also agrees that it will not evaluate subsequent events earlier than the date
of the management representation letter referred to below;

3. Forthe design, implementation, and maintenance cf internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error;
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4. For establishing and maintaining effective internal control over financial reporting and for informing us
of all significant deficiencies and material weaknesses in the design or operation of such controls of
which it has knowledge,;

5. For report distribution; and
6. To provide us with:

a. Access to all information of which management is aware that is relevant to the preparation and fair
presentation of the financial statements such &s records, documentation, and other matters.

b. Additional information that we may request from management for the purpose of the audit.

c. Unrestricted access to persons within PACT from whom we determine it necessary to obtain audit
evidence.

As part of our audit process, we will request from management and when appropriate, those charged with
governance, written confirmation concerning representations made to us in connection with the audit
including among other items:

1. That management has fulfilled its responsibilities as set out in the terms of this letter; and

2. That it believes the effects of any uncorrected misstatements aggregated by us during the current
engagement and pertaining to the latest period presented are immaterial, both individually and in the
aggregate, to the financial statements taken as a whole.

Management and when appropriate, those charged with governance are responsible for identifying and
ensuring that PACT complies with the laws and regulations applicable to its activities, and for informing us
about all known material violations of such laws or regulations. In addition, management is responsible for
the design and implementation of programs and controls to prevent and detect fraud or abuse, and for
informing us about all known or suspected fraud or abuse affecting PACT involving management,
employees who have significant roles in internal control, and others where the fraud or abuse could have a
material effect on the financial statements or compliance. Management is also responsible for informing
us of its knowledge of any allegations of fraud or abuse, or suspected fraud or abuse, affecting PACT
received in communications from employees, former employees, analysts, regulators or others.

If supplementary information is presented management is responsible for the preparation in accordance
with GAAP. Management agrees to include the auditor's report on the supplementary information in any
document that contains the supplementary information and that indicates that the auditor has reported on
such supplementary information. Management also agrees to present the supplementary information with
the audited financial statements or, if the supplementary information will not be presented with audited
financial statements, to make the audited financial statements readily available to the intended users of the
supplementary information no later than the date of issuance of the supplementary information and the
auditor’s report thereon.

The audit committee or its equivalent is responsible for informing us of its views about the risks of fraud or
abuse within PACT, and its knowledge of any fraud or abuse or suspected fraud or abuse affecting PACT.
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Records and Assistance

If circumstances arise relating to the condition of PACT's records, the availability of appropriate audit
evidence, or indications of a significant risk of material misstatement of the financial statements because
of error, fraudulent financial reporting, or misappropriation of assets, which in our professional judgment,
prevent us from completing the audit or forming an opinion, we retain the unilateral right to take any course
of action permitted by professional standards, including declining to express an opinion, issue a report, or
withdraw from the engagement.

During the course of our engagement, we may accumulate records containing data that should be reflected
in PACT's books and records. PACT will determine that all such data, if necessary, will be so reflected.
Accordingly PACT will not expect us to maintain copies of such records in our possession.

The assistance to be supplied by PACT's personnel, including the preparation of schedules and analyses
of accounts, has been discussed and coordinated with Anita Kelley, Program Director. The timely and
accurate completion of this work is an essential condition to our completion of the audit and issuance of our
audit report.

In connection with our audit, you have requested us to perform certain nonaudit services necessary for the
preparation of the financial statements, including (e.g. maintaining depreciation schedules, cash to accrual
conversions or other accounting adjustments, reconciliations, drafting the financial statements, etc.). The
GAS independence standards require that the auditor maintain independence so that opinions, findings,
conclusions, judgments, and recommendations will be impartial and viewed as impartial by reasonable and
informed third-parties. Before we agree to provide a non-audit service to PACT, we determine whether
providing such a service would create a significant threat to our independence for GAS audit purposes,
either by itself or in aggregate with other nonaudit services provided. A critical component of our
determination is consideration of management's ability to effectively oversee the nonaudit service to be
performed. PACT has agreed that Anita Kelley, Program Director possesses suitable skill, knowledge, or
experience and that the individual understands the services to be performed sufficiently to oversee them.

Accordingly, the management of PACT agrees to the following:

1. PACT has designated Anita Kelley, Program Director a senior member of management, who possesses
suitable skill, knowledge, and experience to oversee the services.

2. Anita Kelley, Program Director will assume all management responsibilities for subject matter and
scope of the draft of the financial statements.

3. PACT will evaluate the adequacy and results of the services performed.
4. PACT accepts responsibility for the results and ultimate use of the services.

GAS further requires we establish an understanding with the management and those charged with
governance of PACT of the objectives of the nonaudit service, the services to be performed, PACT's
acceptance of its responsibilities, the auditor's responsibilities, and any limitations of the nonaudit service.
We believe this letter documents that understanding.

Other Relevant Information
Jackson Thornton & Co., P.C. may mention PACT’s name and provide a general description of the
engagement in Jackson Thornton's client lists and marketing materials.
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From time to time and depending upon the circumstances, we may use third-party service providers to
assist us in providing professional services to you. In such circumstances, it may be necessary for us to
disclose confidential client information to them. We enter into confidentiality agreements with all third-party
service providers and we are satisfied that they have appropriate procedures in place to prevent the
unauthorized release of your confidential information to others.

Diane Steinhilber is the engagement partner and is responsible for supervising the engagement and
authorizing the signing of the report by the Firm.

In accordance with GAS, a copy of our most recent peer review report is attached for your information.

Fees, Costs, and Access to Workpapers

Our fees for these services will be billed periodically as the work progresses, and shall be billed in
accordance with the fees, charges, and expenses included in Section 5 of the Financial Auditing Services
Agreement.

The documentation for this engagement is the property of Jackson Thornton & Co., P.C. However, you
acknowledge and grant your assent that representatives of the cognizant or oversight agency or their
designee, other government audit staffs, and the U.S. Government Accountability Office shall have access
to the audit documentation upon their request and that we shall maintain the audit documentation for a
period of at least three years after the date of the report, or for a longer period if we are requested to do so
by the cognizant or oversight agency. Access to requested documentation will be provided under the
supervision of Jackson Thornton & Co., P.C.’s audit personnel and at a location designated by our Firm.

Claim Resolution

It is agreed by PACT and Jackson Thornton & Co., P.C. or any successors in interest that no claim by or
on behalf of either party arising out of services rendered pursuant to this agreement by or on behalf of
PACT shall be asserted more than two years after the date of the last report of PACT issued by Jackson
Thornton & Co., P.C.

Jackson Thornton & Co., P.C.'s liability for all claims, damages, and costs of PACT arising from this
engagement is limited to the amount of fees paid by PACT to Jackson Thornton & Co., P.C. for the services
rendered under this engagement letter.

We and PACT each acknowledge that there are risks involved with communicating and storing data via
electronic means. Accordingly, to the fullest extent permitted by law, we and PACT each waive and
acknowledge that neither party shall have any claim against the other based upon, relating to, or arising
from the use of electronic systems (including, but not limited to, email and cloud computing systems).
Without limiting the generality of the foregoing, neither party shall be liable for any damages arising from
any and all data breaches, the delivery of communications, data, or documents to unintended recipients, or
the interception or viewing of communications, data, or documents by unintended or unauthorized
individuals or entities.

We may terminate our services under this engagement letter immediately in our sole discretion if we
determine that continued performance would result in a violation of law, regulatory requirements, applicable
professional standards or our client acceptance or retention standards.

You may not assign this engagement letter to any other party without our prior written consent. This
engagement letter will be binding on our and your respective successors and permitted assigns. There are
no third-party beneficiaries to this engagement letter.

If any term or provision of this agreement is determined to be invalid or unenforceable, such term or
provision will be deemed stricken, and all other terms znd provisions will remain in full force and effect.
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Reporting

We will issue a written report upon completion of our audit of PACT’s financial statements. We cannot
provide assurance that an unmodified opinion will be expressed. Circumstances may arise in which it is
necessary for us to modify our opinion, add an emphasis of matter or other matter paragraphs, or withdraw
from the engagement.

In addition to our report on PACT’s financial statements, we will also issue the following types of reports:

1. Report on internal control related to the financial statements. This report will describe the scope of
testing of internal control and the results of our tests of internal controls.

2. Report on compliance with laws, regulations, and the provisions of contracts or grant agreements. We
will report on any noncompliance which could have a material effect on the financial statements.

Electronic Signatures and Counterparts

Each party hereto agrees that any electronic signature of a party to this agreement or any electronic
signature to a document contemplated hereby (including any representation letter) is intended to
authenticate such writing and shall be as valid, and have the same force and effect, as a manual signature.
Any such electronically signed document shall be deemed (i) to be "written" or "in writing,” (ii) to have been
signed and (iii) to constitute a record established and maintained in the ordinary course of business and an
original written record when printed from electronic files. Each party hereto also agrees that electronic
delivery of a signature to any such document (via email or otherwise) shall be as effective as manual
delivery of a manual signature. For purposes hereof, “electronic signature” includes, but is not limited to,
(i) a scanned copy (as a "pdf' (portable document format) or other replicating image) of a manual ink
signature, (ii) an electronic copy of a traditional signature affixed to a document, (iii) a signature incorporated
into a document utilizing touchscreen capabilities or (iv) a digital signature. This agreement may be
executed in one or more counterparts, each of which shall be considered an original instrument, but all of
which shall be considered one and the same agreement. Paper copies or "printouts,” of such documents
if introduced as evidence in any judicial, arbitral, mediation or administrative proceeding, will be admissible
as between the parties to the same extent and under the same conditions as other original business records
created and maintained in documentary form. Neither party shall contest the admissibility of true and
accurate copies of electronically signed documents on the basis of the best evidence rule or as not
satisfying the business records exception to the hearsay rule, statute of frauds, or any other evidentiary
objection or theory premised upon the execution and/or delivery of the document by electronic means.

Any and all documents executed by electronic signatures shall be retained in a readily accessible format in
accordance with the respective party’s document retention policy. In the event that either party shall lose
or otherwise be unable to produce its original document, such party may request the other party to produce
the original document in whatever format it is currently stored, and reimburse the producing party for its
cost and expense incurred in providing such documents.

Confirmation of Agreement

This engagement letter constitutes the complete and exclusive statement of agreement between Jackson
Thornton & Co., P.C. and PACT, superseding all proposals, oral or written, and all other communications,
with respect to the terms of the engagement between the parties.
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Please sign and return this engagement letter to indicate your acknowledgment of, and agreement with,
the arrangements for our audit of the financial statements including our respective responsibilities. A copy
is attached for your records.

JACKSON THORNTON & CO., P.C.

Confirmed on behalf of the addressee;
= s
/) e W
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REPORT ON THE FIRM’S SYSTEM OF QUALITY CONTROL

To the Shareholders
Jackson Thornton & Co., P. C.
and the National Peer Review Committee

We have reviewed the system of quality control for the accounting and auditing practice of Jackson
Thornton & Co., P. C. (the firm) in effect for the year ended February 28, 2018. Our peer review was
conducted in accordance with the Standards for Performing and Reporting on Peer Reviews established
by the Peer Review Board of the American Institute of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed in a System
Review as described in the Standards may be found at www.aicpa.org/prsummary. The summary also
includes an explanation of how engagements identificd as not performed or reported in conformity with
applicable professional standards, if any, are evaluated by a peer reviewer to determine a peer review
rating.

Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to provide the
firm with reasonable assurance of performing and reporting in conformity with applicable professional
standards in all material respects. The firm is also responsible for evaluating actions to promptly
remediate engagements deemed as not performed or reported in conformity with professional standards,
when appropriate, and for remediating weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the decign of the system of quality control and the firm’s
compliance therewith based on our review.

Required Selections and Considerations
Engagements selected for review included engasements performed under Government Auditing
Standards, including compliance audits under the Single Audit Act; audits of employee benefit plans, and

an examination of a service organization (Service Organization Control (SOC) 1 engagement).

As part of our peer review, we considered reviews by regulatory entities as communicated by the firm, if
applicable, in determining the nature and extent of our procedures.



Opinion

In our opinion, the system of quality control for the accounting and auditing practice of Jackson Thornton
& Co., P. C. for the year ended February 28, 2018, has been suitably designed and complied with to
provide the firm with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiency(ies) or fail. Jackson Thornton & Co., P. C. has received a peer review rating of pass.

/gﬂmf Ly

Harrisonburg, Virginia
July 26, 2018



STATE OF ALABAMA

OFFICE OF STATE TREASURER

State Capitol, 600 Dexter Avenue. S-106
Montgomery. Alabama 36104

JOHN McMILLAN

TREASURER

February 7, 2020

Jackson Thornton & Co., P.C.
P.O. Box 680900
Prattville, Alabama 36068

This representation letter is provided in connection with your audit of the financial statements of the
Alabama Prepaid Affordable College Tuition Program (the PACT Program), which comprise the
statement of fiduciary net position as of and for the year ended September 30, 2019, the related
statement of changes in fiduciary net position for the year then ended, and the related notes to the
financial statements, for the purpose of expressing an opinion on whether the financial statements are
presented fairly, in all material respects, in accordance with accounting principles generally accepted

in the United States of America (U. S. GAAP).

We confirm, to the best of our knowledge and belief, as of the date of this letter:

Financial Statements

2

(5]

We have fulfilled our responsibilities, as set out in the terms of the audit arrangement
letter for the preparation and fair presentation of the financial statements referred to
above in accordance with U. S. GAAP.

We acknowledge our responsibility for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

We acknowledge our responsibility for the design, implementation, and maintenance of
internal control to prevent and detect fraud.

Significant assumptions used by us in making accounting estimates, including those
measured at fair value, are reasonable and reflect our judgment based on our knowledge
and experience about past and current events and our assumptions about conditions we
expect to exist and courses of action we expect to take.

Related-party relationships and transactions, including those with the Alabama State
Treasury, and interfund transactions, including interfund accounts and advances
receivable and payable, sale and purchase transactions, and interfund transfers, have been

appropriately accounted for and disclosed in accordance with the requirements of U. S.
GAAP.

www.treasury.alabama.gov » Phone: 334-242-7501
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6. All events subsequent to the date of the financial statements and for which U. S. GAAP
requires adjustment or disclosure have been adjusted or disclosed.

7. The effects of all known actual or possible litigation and claims have been accounted for
and disclosed in accordance with U. S. GAAP.

8. There are no unasserted claims or assessments that our lawyer has advised us are
probable of assertion and must be disclosed in accordance with Statement of Financial
Accounting Standards No.5 and/or GASB Statement No.10.

9. We have no direct or indirect, legal or moral obligation for any debt of any organization,
public or private that is not disclosed in the financial statement.

10. We have complied with all aspects of contractual agreements that would have a material
effect on the financial statements in the event of noncompliance. In connection therewith,
we specifically represent that we are responsibie for determining that we are not subject
to the requirements of the Single Audit Act and OMB Circular No. A-133, because we
have not received, expended, or otherwise been the beneficiary of the required amount of
federal awards during the period of this audit.

11. We have no knowledge of any uncorrected misstatements in the financial statements.
Information Provided
12. We have provided you with;
a. Access to all information, of which we are aware that is relevant to the
preparation and fair presentation of the financial statements such as records,

documentation, and other matters.

b. Additional information that you have requested from us for the purpose of the
audit.

¢. Unrestricted access to persons within the entity from whom you determined it
necessary to obtain audit evidence.

d. Minutes of the meetings of the governing board and committees, or summaries of
actions of recent meetings for which minutes have not yet been prepared.

13. All transactions have been recorded in the accounting records and are reflected in the
financial statements.

14. We have disclosed to you the results of our assessment of risk that the financial
statements may be materially misstated as a result of fraud and subsequently we are not
aware of any fraud.
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15.

16.

17.

18.

19.

20.

21.

22.

We have no knowledge of allegations of fraud or suspected fraud, affecting the PACT
Program’s financial statements involving:

a. Management.
b. Employees who have significant roles in the internal control.
c. Others where the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud or suspected fraud affecting the PACT
Program received in communications from employees, former employees, regulators, or
others.

We have no knowledge of noncompliance or suspected noncompliance with laws and
regulations whose effects were considered when preparing financial statements.

We are not aware of any pending or threatened litigation and claims whose effects should
be considered when preparing the financial statements, and we have not consulted legal
counsel concerning litigation or claims.

We have disclosed to you the identity of the PACT Program’s related parties and all the
related-party relationships and transactions of which we are aware.

We are aware of no significant deficiencies, including material weaknesses, in the design
or operation of internal controls that could adversely affect the PACT Program's ability to
record, process, summarize, and report financial data.

There have been no communications from regulatory agencies ~concerning
noncompliance with, or deficiencies in, financial reporting practices.

During the course of your audit, you may have accumulated records containing data that
should be reflected in our books and records. All such data have been so reflected.
Accordingly, copies of such records in your possession are no longer needed by us.

Supplementary Information

23.

With respect to supplementary information presented in relation to the financial
statements as a whole:

a. We acknowledge our responsibility for the presentation of such information.
b. We believe such information, including its form and content, is fairly presented
in accordance with accounting principles generally accepted in the United States

of America.

c. The methods of measurement or presentation have not changed from those used
in the prior period.

Page 3
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24,

d. When supplementary information is not presented with the audited financial
statements, we will make the audited financial statements readily available to the
intended users of the supplementary information no later than the date of
issuance of the supplementary information and the auditor’s report thereon.

With respect to the Management’s Discussion and Analysis and the Schedule of Funding
Progress presented as required by the Governmental Accounting Standards Board to
supplement the financial statements:

a. We acknowledge our responsibility for the presentation of such required
supplementary information.

b. We believe such required supplementary information is measured and presented
in accordance with guidelines prescribed by Governmental Accounting
Standards Board pronouncements.

c. The methods of measurement or presentation have not changed from those used
in the prior year.

d. The underlying significant assumptions or interpretations regarding the
measurement or presentation of such information include investment return
rates, enrollment of PACT Program beneficiaries, contract cancellations,
administrative expenses, and Education Trust Fund payments.

In connection with your audit, conducted in accordance with Government Auditing Standards, we
confirm that management:

25.

26.

27.

29.

Is responsible for the preparation and fair presentation of the financial statements in
accordance with the applicable financial reporting framework.

Is responsible for compliance with the laws, regulations, and provisions of contracts and grant
agreements applicable to the auditee.

Has identified and disclosed to the auditor that there were no instances that have occurred, or
are likely to have occurred, of fraud and noncompliance with provisions of laws and
regulations that have a material effect on the financial statements or other financial data
significant to the audit objectives, and any other instances that warrant the attention of those
charged with governance.

. Has identified and disclosed to the auditor that there were no instances that have occurred, or

are likely to have occurred, of noncompliance with provisions of contracts and grant
agreements that have a material effect on the determination of financial statement amounts.

Has identified and disclosed to the auditor that there were no instances that have occurred, or
are likely to have occurred, of abuse that could be quantitatively or qualitatively material to
the financial statements.
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30. Is responsible for the design, implementation and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

31. Acknowledges its responsibility for the design, implementation and maintenance of internal
controls to prevent and detect fraud.

(5]
(8]

. Has taken timely and appropriate steps to remedy fraud; noncompliance with provisions of
laws, regulations, contracts and grant agreements; or abuse that the auditor reports.

. Has a process to track the status of audit findings and recommendations.

(93]
(93]

34. Has identified for the auditor previous audits, attestation engagements and other studies
related to the audit objectives and whether related recommendations have been implemented.

35. Has provided views on the auditor’s reported findings, conclusions and recommendations, as
well as management’s planned corrective actions, for the report.

36. Acknowledges its responsibilities as it relates to non-audit services performed by the auditor,
including a statement that it assumes all management responsibilities; that it oversees the
services by designating an individual, preferably within senior management, who possesses
suitable skill, knowledge or experience; that it evaluates the adequacy and results of the
services performed; and that it accepts responsibility for the results of the services.

We have reviewed the journal entries proposed by you and understand the nature of the proposed
entries and the effect the entries have on the financial statements. The journal entries will be posted
to the PACT Program’s accounts.

THE ALABAMA PREPAID AFFORDABLE
COLLEGE TUITION PROGRAM

Kﬁit\a/kélley
Program Director

9 71202 2
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