WORKING DRAFT

STATEMENT OF WORK FOR FISCAL YEAR 2004 AUDITS 


1.0 Introduction
The U.S. Department of Defense, Office of the Inspector General (OIG DoD), Defense Financial Auditing Service (DFS) requires audits of the DoD financial statements.  These audits will consist of audit assessments and full scope financial audits of a component’s financial statement or a specific line item within the financial statements.  The work under this contract will be used to meet the OIG DoD requirement to audit the DoD financial statements and provide a basis for relying on the line items and disclosures that are significant to the financial statements.  The work will also assist DoD management in assessing the effectiveness of internal controls and compliance with laws and regulations.
2.0 Objectives

2.1  aUDIT aSSESSMENT:  The Independent Public Accounting (IPA) firm shall perform an audit assessment to determine whether a specific financial statement or a specific line item within the financial statements is ready for an audit opinion.  The purpose of the assessment will be to evaluate the reliability of the financial statement or line item upon which management made the assertion.  The scope of the assessment will be determined in accordance with the General Accounting Office (GAO)/ President’s Council on Integrity and Efficiency (PCIE) Financial Audit Manual (FAM).

2.2  cfo aUDIT:  The IPA shall perform an audit to determine whether a component’s financial statement or a specific line item within the financial statements, taken as a whole, are fairly presented in all material respects, and in conformity with generally accepted accounting principles.  In addition the contractor shall also review the component’s internal controls and compliance with laws and regulations related to the financial statements or line item.  Specific guidance covering the performance of a financial statement audit is contained in Office of Management and Budget (OMB) Bulletin 01-02 and the FAM.

3.0 Background
The Chief Financial Officers (CFO) Act, the Government Management Reform Act (Public Law 103-356), and OMB Bulletin 01-09, “Form and Content of Agency Financial Statements,” requires DoD to prepare agency-wide financial statements in accordance with generally accepted accounting principles.  The financial statements shall cover all accounts and associated activities of each office, bureau, and activity of each component within the Department.  Within DoD there are nine component-reporting accounting entities that, while included in the Department-wide statements, are also required to prepare separate stand-alone financial statements.  Specifically, the nine DoD components that are reporting entities are:

· Army General Fund,

· Army Working Capital Fund,

· Navy General Fund,

· Navy Working Capital Fund,

· Air Force General Fund,

· Air Force Working Capital Fund,

· Military Retirement Fund,

· United States Army Corps of Engineers Civil Works Program, and

· Medicare Eligible Retiree Health Care Fund.

In addition to the nine reporting entities, the remaining accounts of DoD are reported in two columns of the consolidated Balance Sheet for the DoD-wide financial statements.  The two columns represent the Other Defense Organizations General Fund and the Other Defense Organizations Working Capital Fund.

The Senate Select Committee on Intelligence directed in Committee Report 107-63 that an audit of the form and content of the financial statements of the National Security Agency, the Defense Intelligence Agency, and the National Imagery and Mapping Agency be performed by the (OIG DoD).  DoD produces at least 65 individual financial statements that are required to be audited including the DoD agency-wide financial statements and the nine reporting entities and the three intelligence agencies.

3.1  Locations:  Multiple locations are anticipated for this contract.  The individual task orders will identify the specific locations for each assessment or audit.

3.2  Prior Audits: The audit coverage related to a component’s financial statement or a specific line item within the financial statements, will be identified in the individual task orders.  

3.3  Contracting Officer’s Technical Representatives (COTRs): Contracting Officer’s Technical Representatives (COTRs) will be provided by the OIG DoD and approved/appointed by the Contracting Officer at the task order level.  The COTR will be responsible for review and approval of all deliverables.  The time period for the COTR to provide review comments for each deliverable is specified under Sections 5.2 and 6.2, “Deliverables.”

4.0 Guidance/Applicable Documents: 
The primary guidance applicable to this statement of work is described in Sections 4.1 through 4.8.  However, other guidance applicable to a specific DoD component or financial statement will be identified in the individual task orders.

4.1  Public Law 101-576, the “Chief Financial Officer’s Act of 1990,” as amended by the Government Management Reform Act of 1996 requires the DoD to prepare annual financial statements for audit.  To meet that requirement, the DoD has begun an assessment of controls for financial systems.  These controls must be evaluated to assess the accuracy and completeness of computer-processed data supporting the financial statements. 

4.2  GAO-03-673G, “Government Auditing Standards,” June 2003, issued by the GAO contains the standards for audits of government organizations, programs, activities, and functions, and of government assistance received by contractors, nonprofit organizations, and other non-government organizations.  These standards, often referred to as generally accepted government auditing standards (GAGAS) are to be followed by auditors and audit organizations when required by law, regulation, agreement, contract, or policy.  These standards pertain to auditors’ professional qualifications, the quality of audit effort, and the characteristics of professional and meaningful audit reports.  

4.3  The GAO/PCIE FAM, July 2001 provides the methodology for performing financial statement audits of Federal entities, describes how the methodology relates to relevant auditing and attestation standards, and key issues to be considered in applying the methodology.  The manual provides specific guidance on planning the audit, evaluating the effectiveness of internal controls, testing the management assertions and compliance with laws and regulations, and finally reporting. 

4.4  OMB Bulletin Number 01-02, “Audit Requirements for Federal Financial Statements,” October 19, 2000 requires annual audits of financial statements for the 24 executive departments, which includes the DoD.  In addition, OMB Bulletin Number 01-02 requires auditors to perform annual tests of the entity’s compliance with Section 803(a) of Public Law 104‑208, the Federal Financial Management Improvement Act (FFMIA).  The FFMIA states each agency will implement and maintain financial management systems that comply substantially with: Federal financial management system requirements; applicable Federal accounting standards; and the United States Government Standard General Ledger at the transaction level. 
4.5  OMB Bulletin 01-09, “Form and Content of Agency Financial Statements,” September 25, 2001 defines the form and content for Federal agency financial statements that are required to be submitted to the Director of the OMB and the Congress pursuant to the requirements of the CFO Act. 

4.6  Public Law 104-208, the “Federal Financial Management Act of 1996” requires each agency to implement and maintain financial management systems that comply substantially with Federal financial management system requirements; applicable Federal accounting standards; and the United States Government Standard General Ledger at the transaction level. 
4.7  The Federal Information Systems Controls Audit Manual (FISCAM) January 1999 or latest version (GAO/AIMD-12.19.6, Volume 1), issued by the GAO describes the computer-related controls that auditors should consider when assessing the integrity, confidentiality, and availability of computerized data.  This manual is primarily designed for evaluations of general and application controls over financial information systems that support agency business operations.  Its purposes are to (1) inform financial auditors about computer-related controls and related audit issues so that they can better plan their work and integrate the work of information systems (IS) auditors with other aspects of the financial audit and, (2) provide guidance to IS auditors on the scope of issues that generally should be considered in any review of computer-related controls over the integrity, confidentiality, and availability of computerized data associated with federal agency systems. 
5.0 Task I aUDIT aSSESSMENT
5.1  Methodology
The task orders will identify the specific DoD components and the financial statements subject to an audit assessment.  The audit assessment shall include the audit steps outlined in the Planning and Internal Control Phases of the FAM for a component’s financial statement or specific line item within the financial statements.  At the conclusion of the assessment, the contractor shall make a determination as to whether the component or line item can achieve an unqualified audit opinion.  If an unqualified opinion cannot be obtained, the contractor shall prepare a report addressing the deficiencies that would preclude obtaining an unqualified opinion.

5.1.2 Planning: In this phase, the contractor shall determine the most effective and efficient way to obtain the evidential matter necessary to report on the component’s financial statement or a specific line item within the financial statements, managements assertions about internal controls, and compliance with laws and regulations.  Pursuant to the FAM and FISCAM, the planning phase shall include a high level review of the components’ organization, programs, controls, and risks, as related to the financial statements to gain a sufficient understanding of the component’s internal controls, including Electronic Data Processing (EDP) matters.  In the planning phase, the contractor shall consider the effect of EDP on controls and risks, preliminarily assess whether EDP-related controls are likely to be effective, and perform other procedures in accordance with the FAM.  Accordingly, the contractor shall perform planning procedures to address performance measures and other information accompanying each of the financial statements or line items, the EDP and the FFMIA requirements, and all other contract requirements. 

5.1.3 Internal Control Phase In accordance with the FAM and OMB Bulletin 01-02, the contractor shall determine whether management’s assertion about the effectiveness of internal controls is fairly stated, in all material respects.  In accordance with the FAM the contractor shall assess and test the following types of controls: 

· Financial reporting controls for each significant assertion in each significant accounting application; 

· Budget controls for each relevant restriction identified in the planning phase; 

· Compliance controls for each significant provision of law and regulations; and

· Operations controls used or relied on in performing financial audit procedures. 

The contractor shall also perform and document the following procedures during the internal control phase.

· Identify the component’s internal control structure;

· Identify control objectives; 

· Identify and understand relevant control techniques; 

· Determine the nature and timing, and extent of control testing; 

· Perform control tests that do not involve sampling; and

· On a preliminary basis, assess the effectiveness of the controls and assess control risk and combined risk. 

5.2  Audit Assessment Deliverables  

Each task order shall include the following deliverables for planning, and internal control phases.  If additional deliverables are to be provided, the task order will clearly communicate the required deliverables.  The contractor’s shall provide deliverables in Microsoft Office compatible electronic format, as well as any hard copy documents not included in the electronic files.

5.2.1  Audit Plan:  The contractor shall provide an audit plan within the timeframe specified in the task order after award of the task order.  The COTR is responsible for review and approval of the Assessment/Audit Plan.  The COTR will provide comments back to the contractor within the timeframe specified in the task order.  The audit plan must identify the proposed approach and time schedule for the planning and internal control phases including milestones and due dates (planning, sampling, internal control testing, and/or reporting).  The specific audit steps shall follow the Planning and Internal Control Phases of the FAM.

5.2.2  Planning Phase Working Papers The planning phase working papers shall include the following documentation or similar documentation: entity profile, general risk analysis, (including the overall audit plan and a list of significant provisions of laws and regulations), documentation of EDP audit and FFMIA planning, account risk analysis (Planning Phase section), specific control evaluations, a list of schedules and reports prepared by management with required due dates to accomplished scheduled audit(s), and other relevant working papers.

5.2.3  Test Plan:  The contractor-prepared audit plans shall also include test procedures to determine the extent internal controls can be relied upon.  At a minimum the test plan shall include: 

· A section on tests of significant internal controls identified during the planning phase.

· A section on tests of compliance with laws and regulations, and a list of laws and regulations to be tested. 

· A description of the nature, timing, and the extent of control tests and of tests for systems’ compliance with FFMIA requirements.

The COTR is responsible for review and approval of the test plan.  The COTR will provide comments back to the contractor within the timeframe specified in the task order.

5.2.4  Entrance Conference:  A formal entrance conference will be held with the contractor, key agency officials, and the COTR.  The entrance conference will provide the contractor with an opportunity to discuss contractual requirements with the agency officials.  The COTR will determine the date for the entrance conference. 

5.2.5  Summary Memorandums:  The contractor shall provide summary memos: (1) documenting the auditor’s assessment as to whether the internal controls are effective and operating; (2) documenting the tests of internal controls and the results and conclusions related to the procedures performed, including condition, criteria, cause, effect, and suggested improvement of any internal control weaknesses.  The COTR is responsible for review and approval of the summary memorandums.  The COTR will provide comments back to the contractor within the timeframe specified in the task order. 

5.2.5  Exit Conference:  A formal exit conference will be held with the contractor, key agency officials, and the COTR.  The exit conference will allow the contractor to report the findings of the assessment performed.  The COTR will determine the date for the exit conference.

5.2.6  ASSESSMENT RECOMMENDATION:  The contractor shall make a recommendation to the COTR on whether an unqualified opinion can be obtained on the components financial statement or specific line item within the financial statements.  The contractor shall provide the COTR with a formal briefing on the recommendation.  The contractor shall include sufficient information in the briefing to support the recommendation.  The briefing shall also identify any known or potential deficiencies or impediments to obtaining the opinion.  The briefing shall propose corrective action to correct any identified deficiencies.
5.2.7 Recommendation report:  The contractor shall prepare a report supporting the basis for its recommendation.  The recommendation report shall include any findings, conditions, or deficiencies that would preclude the component from receiving an unqualified opinion.  In addition, the recommendation report shall provide a remediation plan for those findings, conditions, or deficiencies identified in the report.  The contractor shall have sufficient documentary evidence to support the identified deficiencies and the proposed corrective actions.  The COTR is responsible for review and approval of the remediation plan.  The COTR will provide comments back to the contractor within the timeframe specified in the task order.

5.2.8  Management Letter:  The contractor shall prepare a management letter/report, consisting of two parts, of which one part would contain only information that is sensitive in nature.  The management letter/report shall include findings, conditions, or concerns that the contractor deems significant should be identified to management but are not significant enough to warrant being included in the audit opinion.  The management letter/report should be addressed to the Head of the component with a copy provided to the OIG.  The COTR is responsible for review and approval of any management letters.  The COTR will provide comments back to the contractor within the timeframe specified in the task order. 

6.0 Task II CFO Audit: 

6.1  METHODOLOGY 

The IPA firm perform an audit to determine whether a component’s financial statement or a specific line item within the financial statements, taken as a whole, are fairly presented in all material respects, and in conformity with generally accepted accounting principles.  In conducting the work under each task order, the contactor shall perform the four phases (planning, internal control, testing, and reporting) for the financial statement audit as described in the FAM.

6.1.2 Planning: In this phase, the contractor shall determine the effective and efficient way to obtain the evidential matter necessary to report on the component’s financial statement or a specific line item within the financial statements, managements assertions about internal controls, and compliance with laws and regulations.  Pursuant to the FAM and FISCAM, the planning phase shall include a high level review of the components’ organization, programs, controls, and risks, as related to the financial statements to gain a sufficient understanding of the component’s internal controls, including EDP matters.  In the planning phase, the contractor shall consider the effect of EDP on controls and risks, preliminarily assess whether EDP-related controls are likely to be effective, and perform other procedures in accordance with the FAM.  Accordingly, the contractor shall perform planning procedures to address performance measures and other information accompanying each of the financial statement or line items, the EDP and the FFMIA requirements, and all other contract requirements. 

6.1.3 Internal Control Phase In accordance with the FAM and OMB Bulletin 01-02, the contractor shall determine whether management’s assertion about the effectiveness of internal controls is fairly stated, in all material respects.  In accordance with the FAM, the contractor shall assess and test the following types of controls: 

· Financial reporting controls for each significant assertion in each significant accounting application; 

· Budget controls for each relevant restriction identified in the planning phase; 

· Compliance controls for each significant provision of law and regulations; and

· Operations controls used or relied on in performing financial audit procedures. 

The contractor shall also perform and document the following procedures during the internal control phase.

· Identify the component’s internal control structure;

· Identify control objectives; 

· Identify and understand relevant control techniques; 

· Determine the nature and timing, and extent of control testing; 

· Perform control tests that do not involve sampling; and

· On a preliminary basis, assess the effectiveness of the controls and assess control risk and combined risk. 

6.14  Testing Phase: In the testing, the contractor shall gather evidence to report on the financial statement, line item, EDP matters, and management’s assertion regarding internal controls and compliance with certain provisions of laws and regulation as related to the financial statements.  

6.15  Reporting Phase:  This phase completes the audit and reports the results of the audit as specified in the FAM.  The results will be based on completed reporting work and the preceding phases.  Specifically, the contractor shall report on the results of the component’s compliance with laws, and regulation and the effectiveness of internal controls.  In addition, the contractor shall report any findings coming to the contractor’s attention that are not material to the component’s financial statement or line item but warrant management’s attention in the management letter/report.

6.2  Deliverables:  Each task order will specify the required deliverables.  At a minimum, unless specifically noted, each task order will include the following deliverables for planning, executing, and reporting phases.  If additional deliverables are to be provided, the task order will clearly communicate the required deliverables.  The contractor’s shall provide deliverables in Microsoft Office compatible electronic format, as well as any hard copy documents not included in the electronic files.

6.2.1  Audit Plan  

The contractor shall provide an audit plan within the timeframe specified in the task order after award of the task order.  The audit plan for the reliability assessments must meet the requirements in the FAM and the FISCAM.  The audit plan shall identify the proposed approach and time schedule for the planning, internal control, testing, and reporting phases including milestones and due dates (planning, sampling, internal control testing, and/or reporting).  The COTR is responsible for review and approval of the Assessment/Audit Plan.  The COTR will provide comments back to the contractor within the timeframe specified in the task order. The audit plan shall be approved before beginning test plan.

6.2.2  Test Plan:  The contractor shall provide a test plan within the timeframe specified in the task order after award of the task order.  The contractor-prepared audit plans shall include test procedures as required by the FAM.  At a minimum the test plan shall include:

· A section on tests of significant internal controls identified during the planning phase.

· A section on tests of compliance with laws and regulations, and a list of laws and regulations to be tested.

· A section on substantive testing procedures to be applied to the individual account balances. 

· A section on the tests relating to the existence and completeness assertions by management relevant to performance measures in the MD&A of the reporting entity. 

· A section on the procedures to be performed on Other Accompanying Information. 

· A section on tests of electronic data processing controls applicable to the financial statements or specific line items.  The program shall as a minimum, require the evaluation of general controls and shall be performed in accordance with the FISCAM.  If the contractor determines that the general controls are properly designed, testing shall be done to determine if they are operating effectively.  If the general controls are both properly designed and operating effectively, further testing of the application controls should be proposed and discussed with the COTR.

The COTR is responsible for review and approval of the Test Plan.  The COTR will provide comments back to the contractor within the timeframe specified in the task order. The test plan shall be approved before beginning testing phase.
6.2.3  Entrance Conference:  A formal entrance conference will be held with the contractor, key agency officials, and the COTR.  The entrance conference will provide the contractor with an opportunity to discuss contractual requirements with the agency officials.  The COTR will determine the date for the exit conference.  

6.2.4  Summary Memorandums:  The contractor shall provide summary memos: (1) documenting the results of substantive and completeness testing and (2) documenting the results of other procedures performed including conclusions related to the procedures performed with suggested improvements.  The COTR is responsible for review and approval of the summary memorandums.  The COTR will provide comments back to the contractor within the timeframe specified in the task order. 

6.2.5  Exit Conference:  A formal exit conference will be held with the contractor, key agency officials, and the COTR.  The exit conference will allow the contractor to report the findings of the assessment performed.  The COTR will determine the date for the exit conference. 

6.2.6  Opinion REPORT:  The contractor shall provide the opinion report within the timeframe specified in the task order.  The contractor shall prepare a combined report that includes the following elements (separate reports are not acceptable):

· Contractor’s opinion on the component’s Principal Financial Statements or Statement including the related notes, as to whether the component financial statements are fairly presented, in a all material respects, in conformity with generally accepted accounting principles. 

· Contractor’s report on the component’s internal controls. 

· Contractor’s report on the component’s compliance with applicable laws and regulations as well as compliance matters coming to the auditor’s attention during procedures other than compliance tests. 

· Contractor’s report on whether the component’s financial management systems substantially comply with FFMIA section 803(a). 

· Contractor’s report on the status of the component’s known but uncorrected material findings and recommendations from prior audits that affect the current audit objectives. 

The combined report shall contain a description of all material weaknesses and reportable conditions identified during the audit including recommendation, condition, criteria, and to the extent possible cause and effect.  The combined report should be delivered to the COTR, who will transmit the report to the component.  The COTR is responsible for review and approval of the final reports.  The COTR will provide comments back to the contractor within the timeframe specified in the task order.

6.2.7  Management Letter:  The contractor shall prepare a management letter/report, if appropriate, consisting of two parts, of which one part would contain only information that is sensitive in nature.  The management letter/report shall include findings, conditions, or concerns that the contractor deems significant should be identified to management but are not significant enough to warrant being included in the audit opinion.  The management letter/report, if applicable, should be addressed to the component with a copy provided to the OIG.  The COTR is responsible for review and approval of any management letters.  The COTR will provide comments back to the contractor within the timeframe specified in the task order.

7.0 Requirements/Administration

7.1  Working Papers:  The contractor shall prepare working papers in accordance with GAGAS.  The contractor shall provide OIG DoD access to the working papers throughout the duration of the contract to ensure compliance with applicable Government Auditing Standards.  The contractor shall also provide access to the working papers to the General Accounting Office after coordination with COTR.  Access can either be contractor on-site access or transferred by electronic media.  The contractor shall deliver to OIG DoD any application software to include upgrades and patches necessary to access electronic working papers at no additional cost to the Government.  The contractor shall grant a limited license to OIG DoD for use of provided software application to access delivered working papers.  If requested, the contractor shall provide up to 8 hours of training to OIG and GAO staff on the use of any application software to access delivered working papers.  The purpose of the training will be to facilitate the OIG and GAO review of the working papers.  The contractor shall deliver all working papers (electronic or hardcopy) to the OIG DoD prior to publishing the final report. The contractor may retain copies for their files. 

The working papers shall document the procedures of how the work was performed, including cross-referencing to audit programs and related working papers and to the reported findings and conclusions.  The working papers must fully support conclusions reached and include planning documentation, assessment program guides, checklists, working paper documentation, summaries, flowcharts and related documentation, risk assessment matrices, results and documentation of detailed testing procedures, support for the conclusions made as a result of detailed testing, support for findings, and evidence of supervision. 

The working papers shall include a description of the purpose, source, scope, methodology, criteria, conclusions, and recommendations of the work performed.  The nature and extent of information for identifying an internal control weakness or other findings must contain all contributing elements (condition, cause, criteria, and effect), and identify and develop the cause of control weaknesses and reportable conditions.  Other potential reportable conditions must be summarized separately.  The contractor shall mark all working papers and supporting documents as property of the DoD. 

7.2  Security:  The contractor is responsible for obtaining employee security clearances and ensuring that all persons working on this effort are U.S. citizens.  The contractors should promptly initiate the clearance process with Defense Industrial Security, through their own security staff.  See attached "Department of Defense Contractor Security Classification Specification" (DD Form 254), for security requirements and information.  For access to facilities, other than the Defense Information Systems Agency, a National Agency Check with Local Agency and Credit Check (NACLC) should be sufficient.  The Defense Information Systems Agency requires an ADP-1 Critical-Sensitive classification in accordance with DoD 5200-R, “Personnel Security Program,” Change 3, dated February 23, 1996, for access to their facilities at the task order level.  

7.3  STAFFING: 

7.3.1  Key Personnel  For each task order the contractor shall identify in the technical proposal for each task order the key personnel to be assigned to the contract.  After contract award, the names may not be substituted under this contract or task order without the Procuring Contracting Officer (PCO) approval.  Unless authorized in writing by the PCO, the contractor will not be paid for key personnel individuals billed to the task order.  

7.3.2  Audit Staff  For each task order, the contractor shall submita list of individuals scheduled to work on the audit to the Procuring Contracting Officer. The staff listing should include the security clearance of each individual.  The contractor will not be paid for audit staff individuals billed to the task order unless previous written authority by the Procuring Contracting Officer is in the possession of the contractor.  

7.3.3  Sub-Contractor Information  The prime contractor shall provide the names, addresses, and qualifications of all anticipated subcontractors that shall perform work on the task order, prior to contract award.  In addition, the sub-contractors shall meet the independence requirements in Section 7.6. 

7.4  Hours:  The contractor shall perform no work on weekends or holidays without prior approval of the COTR.  The only exception is for the observance for the following holidays: Independence Day, Labor Day, Columbus Day, Veterans Day, and Martin Luther King Jr.’s Birthday.  No work over 10 hours per day and more than 50 hours per week shall be performed without prior approval of the COTR.  However, the COTR has no authority to change any element of the task order without further negotiation, if additional work outside the scope is necessary. 

7.5  Confidentiality:  The contractor shall hold all material and information gained from OIG DoD or other DoD activities in connection with this contract in strict confidence and not to make use thereof, other than for the performance of the contract and individual task orders.  The contractor shall release such material and information only to its employees requiring such information in the "need-to-know" discharge of their duties under the contract and individual task orders and to the OIG DoD, and not to release or disclose the same to any other party, unless directed to do so by the Procuring Contracting Officer (PCO). 

7.6  Independence:  The contractor in a separate statement shall represent that it is independent, as defined in Government Auditing Standard 3.11, “Independence”, with respect to the component or Agency identified in the individual task order.  In this separate statement, the contractor shall briefly describe all work and known future work, including non-audit services, with the component or Agency in the past five (5) years.  All offerors shall be aware that there are significant risks of incurring Organizational Conflict of Interest under this, and follow on contracts.

In addition, throughout the performance of the task orders, the contractor shall also immediately inform the Procuring Contracting Officer (PCO) in writing if the contractor is considering to propose or has already proposed on any contracts directly or indirectly involving the component.  The notification to the Procuring Contracting Officer (PCO) shall include the type of contract services to be performed and the period covered.  The Procuring Contracting Officer (PCO) will then evaluate whether award of these contracts could impair the contractor’s independence. 

7.8  PRogress Reporting:  Each task order will require  the contractor to submit monthly progress reports to the COTR.  The progress reports shall communicate the contractor’s progress/performance, identification of performance problems, recommended corrective actions and other pertinent issues.  At the COTR’s discretion, progress briefings can be provided using video teleconferencing, telephone, e-mail, or in person. 

The contractor shall also include the COTR or the COTR designated Field Monitor in all scheduled entrance and exit conferences with assessment clients.  The contractor will notify the COTR as far in advance as possible, but no later than 5 workdays prior to scheduled briefs with assessment clients, to provide sufficient time to make needed travel arrangements. 

7.9  Immediate Notification:  In addition to the progress reports, the contractor shall discuss with the COTR and Department officials, any matter that comes to the auditor’s attention that would significantly affect their opinion on the financial statements or financial management systems being audited or that significantly affect the report or outcome of other services that may be provided.  During the course of all services provided under this contract, the contractor shall immediately notify the COTR of any issues identified which may pose a significant operation or financial management problem or indicate the possibility of fraud or abuse. 

7.10  OTHER COMMUNICATION:  In accordance with the AICPA’s “Statement on Auditing Standards,” section 315.11-Other Communications, a successor contractor may wish to obtain access to the predecessor’s working papers.  In these circumstances, the contractor should request OIG to authorize such access.  In addition, the predecessor shall make himself available to the successor for consultation and to make available certain of his working papers.  The predecessor and successor shall agree on those working papers that are to be made available and those that may be copied.  Ordinarily, the predecessor should provide the successor access to working papers relating to matters of continuing accounting and auditing significance and those relating to contingencies.

7.11  Assistance to Contractor:  DoD personnel will be available for meetings, providing assistance in locating documents, and providing requested data.  The task orders may provide additional requirements for assisting the contractors.

7.12  mEtRICS:  It is intended that orders under this contract will be performance based. As such, metric may be required for the individual tasks orders. The following is a representative but not all-inclusive list of metric that may be required under individual task orders. 

7.12.1  Performance Metric  The purpose of the requirements and standards in section 4.0 is to provide a methodology for performing the audit assessments and ensure that the audits achieve their intended outcomes.  The COTR will measure the contractor’s performance against the standards and other guidance associated with performing the assessments.  

7.12.2  Schedule Metric  The due dates and milestones for the audit assessments will be established in the individual task orders.  The actual accomplishment of the schedule will be assessed against original due dates and milestones established for the individual task orders.

7.12.3  Cost Metric  The COTR will determine the variance between the contractor’s proposed cost and the actual costs.  The COTR will analyze the variance to determine the reason for any variance such as inaccurate management assertions, acceleration of the due dates for the financial reports, or the lack of personnel.
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