Board Meeting

Agenda Item 33

March 23-24, 1999

Attachment 1


SCOPE OF WORK

FOR RECYCLED-CONTENT NEWSPRINT PROGRAMS    (PUBLIC RESOURCES CODE SECTION 42771)

Summary

California’s Recycled-Content Newsprint law (Public Resources Code sections 42750 through 42791) is administered by the CIWMB.  This Program requires newsprint consumers to use a minimum percentage of recycled-content newsprint and to annually certify the use of recycled-content newsprint by March 1st of each year.  During 1997, 168 newsprint publishers and commercial printers filed annual certifications to the Board.  Some newspaper publishers file consolidated certifications, which include a number of individual subsidiary newspapers.  

In addition, the Regulations (Title 14 of the California Code of Regulations, Sections 17950-17974) require recycled-content newsprint manufacturers to provide certifications to the Board, including the recycled-content newsprint, by grade, that was shipped for use in California during the reporting period.  All newsprint manufacturers must also certify the metric tons of recycled-content newsprint contained in each shipment to consumers and suppliers, by grade, for use in California.  

Audit Authority

PRC section 42771 provides authority for auditing of newsprint consumers to ensure that recycled-content was used.  The purpose of the audits is to:

1) verify compliance with program requirements; and

2) ensure the accuracy of consumption data contained in consumer certifications.   

I.  Board Staff Responsibilities

Board staff shall work closely with the contractor to ensure all responsibilities, reporting deadlines, and expectations are clear and understood.  The Board shall monitor the progress of the contractor’s work to ensure that contractual requirements are met.  Board staff shall evaluate the adequacy of each company-specific report and provide feedback to the contractor as necessary.  Finally, Board staff shall intervene if the contractor is having difficulty contacting, receiving the required information from, or scheduling a visit with the company to be audited.

A. Provide the contractor with a list of companies that filed questionable and/or incomplete certifications.  Board staff will assign a number for each company on this list. 

B. Provide the contractor with a copy of the 1997 Recycled-Content Newsprint Consumer Certification (CIWMB Form 430) and the relevant Statutes and Regulations.  Board staff will make available any other information, which is submitted to document claims made on the certification form.

C. Notify the selected companies of the impending audit.

D. Forward results of audits to each consumer, which has been audited within thirty days of the date on which the audit was performed.

E. Intervene if the contractor is having difficulty contacting, receiving the required information from, or scheduling a visit with the company to be audited.

F. Monitor the progress of the contractor’s work to ensure that all responsibilities, contractual requirements, and reporting deadlines are met.  Provide feedback to the contractor as necessary.

II.  Contractor Responsibilities

The Contractor shall conduct a minimum of twenty field (20) audits of newsprint consumers randomly selected from the list of consumers that filed questionable and/or incomplete certifications.  The term of the contract shall be one year, beginning the date all parties have signed the contract.
A. Review the Recycled-Content Newsprint Statutes and Regulations, sample certification forms, and other documents provided by Board staff.

B. Select the companies to be audited from the list of consumers that filed questionable and/or incomplete certifications using a random number generator.  Relay those numbers to Board staff. 

C. In conducting each audit, the contractor shall review all records identified in 

14CCR section 17958 (C). The contractor will need to obtain additional records from the company being audited, which are not submitted to the Board with the certification form.  Such information includes additional records to be maintained by the consumer as required by the California Code of Regulations (CCR) Section 17958.  The contractor shall also request the consumer to provide additional documentation to substantiate exemption claims made on a certification form in the event a consumer does not meet the program goals as required by the CCR Section 17972.

D. Submit a company-specific audit report to the Board within 20 days of the date each audit is performed. The company-specific audit report will address all the items identified in Task F below.

E. Submit a final audit report to Board staff prior to the distribution of the last invoice submittal.  The final audit report will address all the items identified in Task G below.

F. The contractor is to submit company-specific reports to Board staff within 20 days from the date the audit is performed.  Each company-specific audit report is to include:

· Identification information regarding each company having been audited;

· Identification of any errors or problems found;

· Identification of any false or misleading statements made on a certification in violation of Public Resources Code (PRC) sections 42780-42782;

· A description of all documents reviewed; 

· A description of the records maintained to comply with regulations;

· A description of any reporting errors made on the certification form;

· An assessment of the adequacy of records kept to verify “good faith effort” to support exemption claims;

· Any follow-up actions being taken by the contractor or which the Board should consider; and 

· Any other results or conclusions the auditor thinks are relevant or that the Board should know.

G. The contractor is to submit one final report to the Board prior to the distribution of the last invoice submittal.  The final report should include:

· Each of the company-specific audit reports;

· Any summary statements or findings which will assist the Board in implementing the Recycled-Content Newsprint Program; and,

· Suggestions and recommendations for improving the certification forms, terms of the contract, and/or the types of audits conducted.

III.  Minimum Qualifications for Qualified Contractor
A. The contractor or a member of the contractor’s team must have a minimum of five (5) years of audit experience. 

B. The auditor must have experience reviewing financial, shipping and receiving, and production records.  

C. The auditor must also have at least one-year (1) of experience performing compliance audits related to government regulatory programs.  
D. The contractor or the lead member of the contractor’s team must be a California Certified Public Accountant.
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