California Integrated Waste Management Board

Board Meeting
March 23-24, 1999
AGENDA ITEM 33
ITEM:

Consideration And Approval Of Scope Of Work To Contract For Services For Implementing Compliance Audits Of Newsprint Consumers (Public Resources Code Section 42771) 

I.
SUMMARY 
Staff requests the Board consider and approve a modified scope of work for a contract to initiate an audit program for the Recycled-Content Newsprint Program.  The contract, for a total of $50,000, would involve 20 field audits of newsprint consumers to ensure compliance with the Recycled-Content Newsprint Law.  The scope of work would involve the performance of 20 compliance audits randomly selected from a list of newsprint consumers that filed questionable and/or incomplete certifications.  

Program and administrative staff are currently evaluating several mechanisms for encumbering the contract funds.  In order of preference, these mechanisms are Interagency Agreement, Master Services Agreement, and Invitation for Bid.  

II.
PREVIOUS BOARD ACTION 
On August 13, 1998, the Board directed staff to conduct up to 20 audits of newsprint consumers, including 18 audits of consumers that filed late, delinquent and questionable certifications.  The Board approved this contract concept at its September 17, 1998, meeting.  The concept was referred to as Concept # 57.      

On January 27, 1999, the Board resolved to reconsider the August 13, 1998 action.  In particular, Board members expressed reservations about the benefit of auditing late filers.  

On February 23, 1999, the Board directed staff to modify the scope of work for auditing newsprint consumers for the 1997 compliance year.  The Board directed staff to limit the scope of audits to consumers that filed questionable and incomplete certifications.   

III.
OPTIONS FOR THE BOARD 
1. Approve the proposed scope of work as written;

2. Conditionally approve the proposed scope of work, directing staff to make specified changes to the scope of work; or

3. Disapprove the scope of work, directing staff to modify the proposed scope of work and bring it back to the Board for subsequent consideration.

IV.
STAFF RECOMMENDATION
Staff recommends that the Board approve option #1 and adopt Resolution 99-02.

V.
ANALYSIS 
Background:   California’s Recycled-Content Newsprint law mandates that newsprint consumers use a minimum amount of recycled-content newsprint in their operations.  During 1997, the minimum amount set in law was 35 percent.  Recycled-Content newsprint must contain at least 40 percent post-consumer fiber to qualify.  This law is administered by the Board and requires printers/publishers to certify their consumption of recycled-content newsprint.  

The Recycled-Content Newsprint Program tracks the statewide use of recycled-content newsprint to verify compliance with program requirements.  Summary data on recycled-content newsprint consumption are compiled from reporting forms (CIWMB Form 430) submitted annually by California’s 170 newsprint certification filers.   

Public Resources Code section 42771 provides authority for auditing of newsprint consumers to ensure that recycled-content newsprint was used.  The purpose of the audits would be to: 1) verify compliance with program requirements; and, 2) ensure the accuracy of consumption data contained in the consumer certifications.  The Board approved a reporting procedure and audit policy for the Recycled-Content Newsprint Program on August 23, 1995.  The reporting procedure provides that staff present an annual status report to the Board concerning the Recycled-Content Newsprint Program.  The policy provides Board criteria for determining the need for compliance audits of newsprint consumers and suppliers.  

The Recycled-Content Newsprint Program’s status report for the 1997 reporting year identified several compliance issues related to newsprint consumers, including filers of late, delinquent and questionable certifications.  As the result, the Board directed staff to implement an audit program for newsprint consumers on August 13, 1998.  At its September 17, 1998, meeting the Board approved a contract concept for $50,000 to implement an auditing program of newsprint consumers.  The contract concept was referred to as Concept # 57.   On January 27, 1999, the Board resolved to reconsider the August 13, 1998 action.  In particular, Board members expressed reservations about the benefit of auditing late filers.  On February 23, 1999, the Board directed staff  to modify the scope of work for auditing newsprint consumers for the 1997 compliance year.  The Board directed staff to limit the scope of audits to consumers that filed questionable and incomplete certifications.  The modified scope of work is included in attachment 1 of this item.  

Key Issues:  

Discussion of Appropriate Mechanisms for Encumbering Contract Funds 
Government Code section 19130 (b) specifies conditions that must be met before non-civil service employees may be used to perform personal services for the State.  As such, Program staff has contacted the Board’s Audit Section to determine its ability to conduct audits of newsprint consumers.  Based on these discussions, program staff  and audit staff have concluded  that the Audit Section would not be able to meet the minimum qualifications identified in the scope of work.  The primary reason is that Audit Section staff is not experienced in performing compliance audits.  

Program and administrative staff are currently evaluating several mechanisms for encumbering these contract funds.  In order of preference, these mechanisms are Interagency Agreement, Master Services Agreement, and Invitation for Bid.  Staff is currently working with the Compliance Audits Bureau of State Controllers Office to determine whether or not the audit work can be performed by Interagency Agreement. If the Compliance Audits Bureau cannot meet the Board’s auditing requirements, Board staff will evaluate the feasibility of the other options listed above.

Explanation for the Selection of Field Audits

As previously noted, the scope of work under consideration would require the contractor to perform 20 compliance audits from a list of newsprint consumers that filed questionable and/or incomplete certifications.  The scope of work provides that all the audits will be conducted as field audits rather than desk audits.  Field audits are conducted at the place of business of the entities being audited or at the location where records are retained.  Desk audits, on the other hand, require that the entities being audited submit copies of certain records to the auditor.  This field audit approach was taken because the majority of audits would involve consumers that have a history of being less than responsive to Board requests for information.

Fiscal Impacts: As approved at the September 18, 1998, Board Meeting, $50,000 for this contract will come from the Integrated Waste Management Account.  Current staff will manage these contracts and there will be no additional fiscal impact.

VI.
FUNDING INFORMATION
Amount Proposed to Fund Item: $50,000 for Recycled-Content Newsprint Program Audits

Fund Source:

Used Oil Recycling Fund


Tire Recycling Management Fund


Recycling Market Development Revolving Loan Account  

X
Integrated Waste Management Account


Other (Specify)

Proposed From Line Item:
X
Consulting & Professional Services


Training


Data processing


Other (Specify)

VII.
ATTACHMENTS

1. Proposed Scope of Work for Recycled-Content Newsprint Program Audit Contract

2. Resolution 99-02 

VIII. CONTACTS

Name:  Rick Muller


Phone:  (916) 255-2359
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