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CALIFORNIA HEALTH BENEFIT EXCHANGE
(COVERED CALIFORNIA)

Statement of Net Position

June 30, 2019

Assets and Deferred Outflows 2019

Current assets:
Cash and cash equivalents 467,067,920$    
Receivables:

Enrollment fees (net of allowance for cancelled enrollments) 42,526,467
Other receivables 2,493,571

Total receivables 45,020,038

Other current assets 3,192,832

Total current assets 515,280,790
Noncurrent assets:

Capital assets, net 157,214,729

Total assets 672,495,519

Deferred Outflows of Resources  
Deferred outflows of resources - pension 38,614,208
Deferred outflows of resources - OPEB 10,458,000

Total Deferred Outflows of Resources 49,072,208

Total assets and deferred outflows of resources 721,567,727

Liabilities and Deferred Inflows
Current liabilities:

Accounts payable 42,154,203
Accrued liabilities 345,630
Unearned revenue 12,104,657
Interfund loan payable 1,024,951
Compensated absences 5,242,056

Total current liabilities 60,871,497

Noncurrent liabilities:
Compensated absences 3,301,665
Other liabilities 490,238
Interfund loan payable 16,312,049
Net OPEB liability 326,760,000
Net pension liability 162,432,133

Total noncurrent liabilities 509,296,085

Total liabilities 570,167,582

 
Deferred Inflows of Resources  

Deferred inflows of resources - pension 6,517,145
Deferred inflows of resources - OPEB 62,747,000

Total Deferred Inflows of Resources 69,264,145

Total liabilities and deferred inflows of resources 639,431,727

Net Position
Investment in capital assets 157,214,729
Unrestricted (deficit) (75,078,729)

Total net position 82,136,000$      

See Accompanying Notes to Financial Statements 10



CALIFORNIA HEALTH BENEFIT EXCHANGE

(COVERED CALIFORNIA)

Statement of Revenues, Expenses, and Changes in Net Position

Year ended June 30, 2019

Operating revenues: 2019

Enrollment fees-individual 356,693,687$      
Enrollment fees-CCSB 14,734,380          

Total operating revenues 371,428,067        

Operating expenses:

Salaries, wages, benefits 167,465,583        
Operating expenses and equipment 33,210,374          
Professional services 129,271,239        
Enrollment assistance fees 19,929,841          
Facilities operations 7,266,544            
Communications 345,732               
Depreciation expense 34,153,042          

Total operating expenses 391,642,355        

Operating loss (20,214,288)         

Nonoperating revenues and expenses:

Interest income 7,791,406            
Other expenses (146,457)              

Total nonoperating revenues and expenses 7,644,949            

Change in net position (12,569,339)         

Total net position - beginning of year 94,705,339          

Total net position – end of year 82,136,000$        

See Accompanying Notes to Financial Statements 11



CALIFORNIA HEALTH BENEFIT EXCHANGE

(COVERED CALIFORNIA)

Statement of Cash Flows

Year ended June 30, 2019

2019

Cash flows from operating activities:
Receipts from enrollment fees 377,164,955$       
Payments to employees and for employee benefits (111,615,422)
Payments to suppliers (180,053,960)

Net cash provided by operating activities 85,495,573

Cash flows from noncapital financing activities:

Other expenses (146,457)

Net cash used in noncapital financing activities (146,457)

Cash flows from capital and related financing activities:

Acquisition of capital assets (11,559,758)

Net cash used in capital and related financing 

activities (11,559,758)

Cash flows from investing activities:
Interest income 6,952,249

Net cash provided by investing activities 6,952,249

Net increase in cash and cash equivalents 80,741,607
Cash and cash equivalents – beginning of year 386,326,313

Cash and cash equivalents – end of year 467,067,920$       

Reconciliation of operating loss to net cash provided by operating activities:

Operating loss (20,214,288)$        
Adjustments to reconcile operating loss to net cash provided by

operating activities:

Depreciation 34,153,042
Changes in assets and liabilities:

(Increase) decrease in accounts receivable (2,676,227)
(Increase) decrease in other assets 1,990,166
Changes in pension obligations 14,236,956
Changes in OPEB obligations 40,606,000
Increase (decrease) in accounts payable 8,001,419
Increase (decrease) in accrued liabilities 55,698
Increase (decrease) in unearned revenue 8,413,115
Increase (decrease) in compensated absences 951,507
Increase (decrease) in other liabilities (21,815)

Net cash used in operating activities 85,495,573$         

Supplemental disclosure of non-cash activities:

Capital asset purchases included in accounts payable 6,392,475$           

See Accompanying Notes to Financial Statements 12
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INDEPENDENT AUDITORS’ 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 

 
To the Board of Directors 
California Health Benefit Exchange 
Sacramento, California 
 
We have audited, in accordance with the 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, the financial statements of the California Health Benefit Exchange  
(Covered California) as of and for the year ended June 30, 2019, and the related notes to the financial statements, 
which collectively comprise Covered California’s basic financial statements, and have issued our report thereon dated 
May 18, 2020. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Covered California’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 opinions on the financial statements, but not for the purpose of expressing an opinion 
on the effectiveness of Covered California’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of Covered California’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 was solely for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. Given 
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be 
material weaknesses. However, material weaknesses may exist that have not been identified. We did identify the 
following deficiency in internal control, described in the accompanying schedule of findings that we consider to be a 
significant deficiency: 2019-001. 
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To the Board of Directors 
California Health Benefit Exchange 
Sacramento, California 
 

 

Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Covered California’s financial statements are free from 
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 
financial statement 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 the following 
instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards: 

 
Compensated Absences Calculations 

 
As a result of our audit procedures over compensated absences, two exceptions were identified in the 
leave balances used to calculate the ending balances of compensated absences as of June 30, 2019. It was 
then further identified that the discrepancy was due to a difference between when the dates that final  
year-end transactions were recorded in the Management Information Retrieval System (MIRS) and when 
the MIRS report was generated for use in the compensated absences liability calculation. We determined 
that none of the exceptions materially affected the financial statements. We recommend that Covered 
California perform additional review procedures over the inputs used in the calculation of compensated 
absences.  
 
Management’s Response: Covered California continues to improve its processes related to GAAP 
reporting.  To ensure the compensated absences liability calculation is based on the most current leave 
balances, an updated report from the Management Information Retrieval System (MIRS) will be obtained 
and reviewed before the final liability calculation is booked to the trial balance. All leave balance 
transactions will be properly captured by ensuring the most recently generated report is used for the 
compensated absences liability calculation.     

 
Covered California’s Response to Findings 
 
Covered California’s response to the findings identified in our audit was not subjected to the auditing procedures 
applied in the audit of the financial statements and, accordingly, we express no opinion on it. 
 

 
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 
results of that testing, and not to provide an opinion on the effectiveness of 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. 

 
Sacramento, California 
May 18, 2020 
 



 
To the Board of Directors 
California Health Benefit Exchange 
Sacramento, California 
 

 

SCHEDULE OF FINDINGS 
 

 
Reference Number:  2019-001 – FI$Cal Implementation: Bank reconciliations, related receivables, expenses, and 
related accounts payable (Significant Deficiency) 
 
Condition: 
As a result of our audit procedures over Covered California’s bank reconciliations and confirmation of cash balances, 
an exception was identified between Covered California’s reported cash balance and the State Controller’s Office’s 
(SCO) records. Cash receipts collected by Covered California were remitted to the SCO, were recorded in the previous 
CALSTARS accounting software, but were not successfully recorded in the newly implemented FI$Cal accounting 
software. Due to the recording of Covered California’s ‘Covered California for Small Business’ (CCSB) revenue at 
gross rather than net, when cash receipts are collected and applied to customer accounts by Covered California, an 
expense is then recognized for any pass-through payables due to third parties. This omission of unapplied cash caused 
understatement in cash and overstatement of receivables. In addition, the expense related to pass-through payables 
was not identified or recognized, causing an understatement of both expenses and accounts payable. 
 
Criteria: 
Covered California should ensure that cash balances reported in the trial balance to be audited have been reconciled 
accurately.  
 
Cause of Condition: 
Due to the transition away from CALSTARS, implementation of FI$Cal and timing of the transaction there was a 
lapse in the accurate completion of the bank reconciliation and related expense that was incurred once cash receipts 
were properly applied. 
 
Effect or Potential Effect of Condition: 
Cash was understated by $11,800,000 and receivables overstated by the same amount. Due to the nature of the 
operations of Covered California, accounts payables and operating expenses were both understated by $11,100,000.  
 
Recommendation: 
We recommend that bank reconciliation should be performed accurately and compared with SCO reported cash 
balances to ensure that all cash balances are properly recorded.  
 
Management’s Response and Corrective Action: 
Covered California concurs with the finding and the recommendation. Covered California continues to implement 
corrective actions to ensure reported cash balances are properly reconciled to the State Controller’s Office (SCO). 
Corrective actions include: improvements in the year-end close process to verify that all cash receipts collected and 
remitted to SCO are properly recorded or accrued in the Financial Information System for California (FI$Cal), and to 
ensure bank reconciliations are accurate, timely and in agreement with SCO records.       


