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SCOPE OF WORK

1. Purpose:

Every State agency that receives federal funds is required to have its financial statements audited and to have a compliance audit per Office of Management and Budget (OMB) Circular A-133.  Since 1985, the California State Auditor's Office (CSA) has conducted California's statewide Single Audit.

The Single Audit encompasses an audit of California's financial statements, review of internal controls over financial reporting and compliance with federal program requirements, and additional tests of compliance with federal and state laws and regulations at the entity level and at the major federal program level. California's Single Audit is performed in accordance with the Single Audit Act, provisions of OMB Circular A-133, the Government Accountability Office's Generally Accepted Government Auditing Standards, and the American Institute of Certified Public Accountant's Statements on Auditing Standards.

This Single Audit is submitted to the State Controller (SCO) for reporting.  The Single Audit reporting package is a collection of several documents. A complete Single Audit reporting package includes up to eight key parts.  All applicable parts must be submitted before the State Controller's Office can process the reporting package. These parts are summarized below:

a) Independent Auditor's Report.

b) Basic Financial Statements.

c) Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance With Generally Accepted Government Auditing Standards.

d) Independent Auditors' Report on Compliance for Each Major Program; Report on Internal Control Over Compliance; and  Report on Schedule of Expenditures of Federal Awards as Required by OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.

e) Schedule of Findings and Questioned Costs.

f) Summary Schedule of Prior Audit Findings (if no prior audit findings, please indicate).

g) Corrective Action Plan (if applicable).

h)  Management Letter (required if issued by the entity's CPA).

The SCO Division of Accounting and Reporting, based on their GASB 61 analysis, and with CSA's concurrence, concluded that the California Health Benefit Exchange (Exchange) should be treated as a related organization for financial reporting purposes in the FYs 2012-13 and 2013-14 and that the Exchange's financial statements would not be included in the Comprehensive Annual Financial Report (CAFR) or its program in the Single Audit.  This means that the CSA will not audit the Exchange's financial statements or complete the compliance audit. The Exchange must engage its own independent auditor to perform the compliance and financial statement audits, for the fiscal year ended  on June 30, 2015, in order to submit them by the due date of March 31, 2016.

2.	Background Clearance

Prior to accessing any confidential information, personal identifying information, personal health information, federal tax information, or financial information contained in the information systems and devices of the Exchange, or any other information as required by federal and state law or guidance, all staff, including employees, contract or sub-contract personnel, vendors or volunteers, who perform services under this agreement, must comply with the criminal background check requirements set forth in  Government Code section 1043, and its implementing regulations set forth in California Code of Regulations, Title 10, section 6456.

3.	General Scope and Deliverables:

Contractor will provide the Exchange professional assistance to prepare the financial statements, including the related notes, in compliance with U.S. Generally Accepted Accounting Principles (GAAP).  Contractor will use the information from the trial balance and other source documents to prepare the financial statements and related notes.

Contractor will conduct the audit of the Exchange's financial statements in accordance with auditing standards generally accepted in the U.S. and the standards for financial audits contained in the Generally Accepted Government Auditing Standards using records provided by the Exchange to the Contractor, whether directly under this Agreement or indirectly at the request of CSA during the Contractor's performance of the statewide Single Audit, prior to the expiration of this Agreement.  The Contractor will prepare an opinion as to whether the presentation of the financial statements that have been prepared by the Exchange conforms to U.S. GAAP.  The Contractor will perform tests of the accounting records and other procedures, including the assessment of the risks of material misstatement of the financial statements.  

The Contractor will evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by the Exchange, and evaluate the overall financial statement presentation.  Certain limited procedures will be performed as required by auditing standards generally accepted in the U.S.

The Contractor will also perform audit procedures with respect to the Exchange's federal program in accordance with the provisions of OMB Circular A-133 Audits of States, Local Governments, and Non-Profit Organizations.  OMB Circular A-133 includes specific audit requirements, mainly in the areas of internal control and compliance with laws, regulations, contracts, and grant agreements that exceed those required by Government Auditing Standards.  The Contractor will perform tests to evaluate the effectiveness of the design and operation of internal controls that are relevant to preventing or detecting material noncompliance with laws, regulations, contracts, and grant agreements.  Contractor will use records provided by the Exchange to the Contractor, whether directly under this Agreement or indirectly at the request of CSA during the Contractor's performance of the statewide Single Audit, prior to the expiration of this Agreement.

Contractor will provide one training session to Financial Management and Program Integrity Divisions staff.  The training will include an assessment and recap on the preparation of the financial statement, detailed worksheets, and explanation of the preparation of adjusting entries.

Contractor will provide a document with recommended future FY15-16 GAAP adjustments, with emphasis on adjustments related to sustainability funding.

Contractor will provide up to 8 hours of consultation services on an as needed basis.

4.	Location:

The Contractor is required to perform services under this Agreement on site at the Exchange, and off site as necessary, unless directed otherwise by the project representative listed in this Exhibit.  The Exchange office is located at 1601 Exposition Boulevard, Sacramento, California, 95815.  Travel and related expenses shall not be reimbursed.


5.	Contract Deliverables:

Audit of Exchange's financial statements, related notes to the financial statements, and required written reports of Exchange as of and for the year ended June 30, 2015.

Contractor will perform audit procedures in accordance with OMB Circular A-133 and prepare written reports which will:

a) Provide their opinion on compliance with laws, regulations, contracts, and grant agreements that could have a direct and material effect on the federal program.

b) Communicate their consideration of internal control over the federal program.

c) Provides their opinion on the schedule of expenditures of federal awards in relation to the Exchange's financial statements.

d) Provide one training session to Financial Management and Program Integrity Divisions staff.  The training will include an assessment and recap on the preparation of the financial statement, detailed worksheets, and explanation of the preparation of adjusting entries.

e) Contractor will provide documents with recommended future FY 15-16 GAAP adjustments, with an emphasis on adjustments related to sustainability funding.

f) Contractor will provide up to 8 hours of consultation services on an as needed basis.

g) Contractor will submit a Timetable showings dates for the Entrance Conference, Fieldwork, Exit Conference, Issuance of the Draft Audit Report, and Issuance of the Final Audit Report to the State Program Representative for approval. Covered California reserves the right to revise the dates on the approved Timetable by notifying the Contractor in writing. 
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6.	Project Representatives:

The representatives for this project, during the term of this Agreement, shall be:

	State Program Representative
	Contractor Representative:

	Thien Lam, Program Integrity Division Director
California Health Benefit Exchange
1601 Exposition Blvd
Sacramento, CA 95815
T - (916) 228-8600
Thien.Lam@covered.ca.gov
	






