	
	[image: Blue 2]
	

	PHILIP D. MURPHY
Governor
	State of New Jersey
DEPARTMENT OF THE TREASURY
DIVISION OF PURCHASE AND PROPERTY
PROCUREMENT BUREAU
33 WEST STATE STREET
P. O. BOX 230
TRENTON, NEW JERSEY 08625-0230
	ELIZABETH MAHER MUOIO
State Treasurer

	SHEILA Y. OLIVER
Lt. Governor
	
	MAURICE A. GRIFFIN
Acting Director

	
	https://www.njstart.gov
   
	



[bookmark: _GoBack]October 1, 2019


To:	All Interested Vendors {Bidders} 


Re:	Bid Solicitation # 19DPP00353
Bid Solicitation – T1225 Audits of Pension Trusts, Cash Management, Agency and Health
			Benefit Funds


	Current Quote Submission Due Date: October 22, 2019 (2:00 p.m. Eastern Time)


Bid Amendment #6


The following constitutes Bid Amendment #6 to the above referenced Bid Solicitation:
  
· This Bid Amendment includes answers to questions; and

· Please note that for all additions, deletions, clarifications and modifications to the Bid Solicitation, please refer to the Revised Bid Solicitation entitled “T1225 Bid Solicitation Revised 082719”.


It is the sole responsibility of the Vendor {Bidder} to be knowledgeable of all of the additions, deletions, clarifications, and modifications to the Bid Solicitation and/or the New Jersey Standard Terms and Conditions relative to this Bid Solicitation as set forth in all Bid Amendments. 

All other instructions, terms, and conditions of the Bid Solicitation shall remain the same.



Bid Solicitation #19DPP00353
T1225 Audits of Pension Trusts, Cash Management, Agency and Health Benefit Funds

Answers to Questions

Where applicable, each question references the appropriate Bid Solicitation section. 

	#
	Bid Solicitation
Section Reference
	Question (Bolded) and Answer

	1
	Ownership of Material
5.8

	Please insert (and others to comply with AICPA professional standards and to comply with peer review requirements) to the following paragraph. See below for full paragraph. This is necessary to allow the audit firm to comply with allowing access to the working papers if the engagement is selected as part of the AICPA peer review process. Non-inclusion would not allow the auditor to comply. The auditor would not be in compliance with professional standards. Auditing firm working papers remain the property of the auditing firm in accordance with standards issued by the American Institute of Certified Public Accountants (AICPA). While considered confidential information, the State recognizes that the firm may be requested to make certain working papers available to regulatory agencies, pursuant to authority given by law or regulation (and others to comply with AICPA professional standards and to comply with peer review requirements). In such instances, access to the working papers may be provided to these agencies based upon AICPA standards and under supervision of the firm.

Please refer to the tracked changes in “T1225 Bid Solicitation Revised 082719” where the proposed change for this question is addressed in the language of Section 5.8, page 42.


	2
	NJ Standard Term and Conditions
Insurance
4.2
B
	Please remove (The State must be named as an “Additional Insured” and a blanket additional insured endorsement or its equivalent must be provided when the services being procured involve vehicle use on the State’s behalf or on State controlled property; ).  This is for the performance of auditing services it does not involve services procured involving vehicle use on the State’s behalf or on State controlled property. 

Please refer to the tracked changes in “T1225 Bid Solicitation Revised 082719” where Section 4.2 of the State’s Standard Terms and Conditions for the Bid Solicitation has been revised to address the language of Section 5.17.2, pages 48-50.



	3
	Data Security Standards
5.9.2

	We respectfully request the State to reconsider this question. This engagement involves the transmission of data with other parties (i.e. State’s actuaries and various administrators involved in the pension systems and other post-employment benefit plans). Without this modification the auditor would need to obtain written approval to transmit data to and from these parties. Data Transmission: In the first sentence in Data Transmission after “by”, can “the Contract” be inserted? The sentence would read as follows: The Vendor {Contractor} must only transmit or exchange State of New Jersey data with other parties when expressly requested in writing and permitted by (insert “the contract”) and in accordance with requirements of the State of New Jersey. 

The State does not accept the proposed modification.  The State wants to know if its data is being transmitted.  If a recurring transmission of similar type is required to perform the Scope of Work, it would be acceptable for the Vendor {Contractor} to describe the transmissions collectively and to seek blanket permission for the same type of data transmissions to the same persons or entities.



	4
	Purpose and Intent 
1.1



	Based on the fact that the bid solicitation terms include a multi-year period and the professional standards under AU-C Section 210 Terms of Engagement require that for recurring audits that auditor’s remind management of the terms of the engagement and the reminder should be documented we respectfully request that management and those charged with governance sign-off on an engagement letter annually. Our intention would be that the engagement letter refers to the agreed-upon master contract agreement as outlined within this bid solicitation and that the letter contain no contradictions unless otherwise agreed upon by both parties. Would that request be something that can be agreed too?

The State does not accept the proposed modification. Any changes to the Blanket P.O. will be completed in accordance with Bid Solicitation Section 5.4.


	5
	Data Security Standards, Paragraph A
5.9.2



	Would the following edits be acceptable: 
A. Any Personally Identifiable Information must be protected. All data must be classified. Additionally, data must be disposed of in accordance with the Statewide Information Security Manual (http://www.nj.gov/it/docs/ps/NJ_Statewide_Information_Security_Manual.pdf) which conforms with NIST Special Publication 800-88 Guideline for Media Sanitization; and

The State does not accept the proposed modification.


	6

	Data Security Standards, Paragraph B
5.9.2


	Would the following edits be acceptable: B. Data usage, storage, and protection is subject to all applicable federal and state statutory and regulatory requirements, as amended from time to time;

The State does not accept the proposed modification.

	7
	Data Storage
5.9.2


	Would the following edits be acceptable: Data Storage: All data provided by the State of New Jersey or State data obtained by the Vendor {Contractor} in the performance of the Blanket P.O. must be stored, processed, and maintained solely in accordance with a project plan and system topology approved by the State Contract Manager. No State data shall be processed on or transferred to any device or storage medium including portable media, smart devices and/or USB devices, unless that device or storage medium has been encrypted at rest. The Vendor {Contractor} must encrypt all data at rest on mobile devices and external facing systems when defined as personally identifiable information by the State of New Jersey or applicable law, regulation or standard. The Vendor {Contractor} must not store or transfer State of New Jersey data outside of the United States.

Please refer to the tracked changes in “T1225 Bid Solicitation Revised 082719” where the proposed change for this question is addressed in the language of Section 5.9.2, page 44. 



	8
	Data Breach 
5.9.2


	Would the following edits be acceptable: Data Breach: Unauthorized Release Notification: The Vendor {Contractor} must comply with all applicable State and Federal laws that require the notification of individuals in the event of unauthorized release of personally identifiable information or other event requiring notification. In the event of a breach of any of the Vendor’s {Contractor’s} security obligations or other event requiring notification under applicable law ("Notification Event"), the Vendor {Contractor} must assume responsibility for informing the State Contract Manager within 72 hours of confirming the breach event. Contractor agrees to indemnify and hold harmless the State of New Jersey, its officials, and employees from and against any claims, damages, or other harm related to such Notification Event. All communications must be coordinated with the State of New Jersey.

The State does not accept this proposed modification.



	9
	Data Handling
5.9.2


	Would the following edits be acceptable: Data Handling: Upon termination/expiration of this Blanket P.O. and upon written request from the State, the Vendor {Contractor} must return all State data to the State in a reasonable format. Unless otherwise required by applicable law to retain State data, the Vendor {Contractor} must then erase, destroy, and render unreadable all Vendor {Contractor} copies of State data according to industry standard methods and certify in writing that these actions have been completed within seven (7) days of the request of an agent of the State.

The State does not accept this proposed modification.



	10
	Security Plan
5.9.3


	Would the following edits be acceptable: The Vendor {Contractor} must have an information security program. The information security program shall describe the administrative, physical, technical and systems controls to be used by the system and/or services. The Vendor’s {Contractor’s} information security program must, at a minimum, provide security measures for the following areas: A. Facilities Physical Security; B. System Security; C. System Data Security; and D. Administrative and Personnel Security. The Vendor {Contractor} shall have the capability to detect and report attempted unauthorized entries into the facility and system. All security requirements for the Vendor {Contractor} apply to development, testing, production and backup systems. The Vendor {Contractor} shall provide a summary overview of the information security program.

The State does not accept this proposed modification.




	11
	Security Plan 
5.9.3








	Would the following edits be acceptable: In addition, the information security program shall identify and define: A. Regulations and security requirements? How the Vendor {Contractor} will address applicable security requirements; 

Please refer to the tracked changes in “T1225 Bid Solicitation Revised 082719” where the proposed change for this question is addressed in the language of Section 5.9.3, page 45.

R. Data Integrity?  The products and methods on the integrity of all stored data and the electronic images, and the security of all files from unauthorized access.

The State does not accept this proposed modification.


	12
	General




	Why is DOP&B going out for proposal?

The base term of the current Blanket P.O. has expired and the Agency is utilizing the available extensions, therefore the Blanket P.O. must be reprocured for these services.  
 

	13
	General

	Why did DOP&B extend the procurement process?
  
The procurement process was extended to allow for sufficient time to properly answer the electronic Questions submitted by the Vendors {Bidders}.


	14
	General



	Were there any adjustments proposed by the auditors for FY 2018?
 
There was an adjustment regarding Other Post-Employment Benefit (OPEB) liabilities that was reflected in the footnotes and Required Supplementary Information (RSI) of the annual Audited Financial Statement.


	15
	General

	1) For DOP&B - When did the interim fieldwork occur?

Interim Fieldwork normally starts in May – June.  

2) How many auditors were out in the field during interim?

The data is not available on the size of the previous audit teams used during interim fieldwork.  Each auditing firm should determine the size of team needed to meet the annual deadline.

3) For how many days?

The data is not available on the amount of time spent by the previous audit teams used during interim fieldwork.  Each auditing firm should determine the amount of time needed to meet the annual deadline.


	16





	General
	1) For DOP&B - When did final fieldwork occur?

The final fieldwork begins shortly after the posting of the 2nd quarter contributions (approximately August).  This is the period when the audit workload increases until completion.

2) How many auditors were out in the field during final fieldwork? 

The data is not available on the size of the previous audit teams used for the final fieldwork.  Each auditing firm should determine the size of team needed to meet the annual deadline.

3) For how many days?

The data is not available on the amount of time spent by the previous audit teams used for the final fieldwork.  Each auditing firm should determine the amount of time needed to meet the annual deadline.



	17
	General 




	If DOP&B could change one thing about the audit process what would that be?

Additional interim fieldwork that would enable the audit firm to meet the November 1 deadline each year.



	18
	General



	With the extension of the original RFP what is the DOP&B expected issuance date of the financial statement reports?

The annual deadline is November 1 for the issuance of the financial statement reports.


	19
	General




	What controls are in place to monitor and record calls and distributions for real estate and private equity investments? (internal or outside consultants?)

The DOI, custodian and asset consultants receive all investment notices from the investment advisors.   The DOI’s Operations and Accounting staff review postings in the custodial system to supporting documentation to ensure compliance with contractual terms.  Capital calls must be approved by the appropriate person in accordance with DOI policy prior to the wiring of funds.


	20
	General





	What reconciliation procedures are performed between the different investment managers and custodian and how often?
.
Reconciliations are performed monthly for public securities.  Both DOI and the custodian receive periodic statements from the alternative investment fund managers.  DOI performs a monthly reconciliation between the fund statements and custodial records.


	21
	General



	Are there going to be any significant changes to the system that would significantly change its investment vehicles or benefits provided? If so, what are they?

Regarding Investment Vehicles:
The State Investment Council sets the asset allocation plan for the Pension Fund. Please refer to the most recent approved plan at:    https://www.state.nj.us/treasury/doinvest/pdf/Sicreg/CurrentInvestmentPlan.pdf

Regarding Benefits:
There have been no recent changes to the benefit provisions of the pension plans. Benefit changes require legislative action and at the present time no new legislation has been enacted to modify the current benefits.



	22
	General





	What are the key qualities that DOP&B is expecting from their auditors?  

The auditors should have the ability to thoroughly audit the funds and adhere to all auditing standards as outlined and to meet our annual November 1 deadline. 


	23
	General



	1) Have any "hard to value" investments such as investments in private equity, limited partnerships, real estate, natural resources, derivatives and similar been "written down" or "written off" in the past 3 years? 

Please refer to the New Jersey Division of Investment website listed below for the annual Audited Financial Statements reflecting the investment values. The values of “Hard to value” investments are adjusted for the financial statements based upon the periodic statements received from each fund determining the net asset value (NAV) of such investments.

https://www.nj.gov/treasury/doinvest/annual_rpt.shtml

2) Are private equity investments subject to limitations on withdrawals?

Please refer to Footnote 8 of the Fiscal 2018 Audited Financial statements (pages 51-54).  https://www.nj.gov/treasury/doinvest/pdf/AnnualReport/2018auditfinancialstatement.pdf



	24
	General






	How long does DOP&B keep their books open for any true up of fair value of the alternative investments?

The Division of Investment requests that all alternative fund managers submit estimated June 30 valuations by the first week of August.  The books are not closed until the valuations are received.  Historically, this has occurred by the end of August.  



	25

	General



	Are any of the hard to value investments audited financial statements prepared in a basis of accounting other than US Generally Accepted Accounting Principles (GAAP)?

Yes, International Financial Reporting Standards (IFRS).


	26



	General

	Are there any internally managed funds for the DOP&B reports?

Refer to Section 1.2 and Appendix A of the Bid Solicitation. 


	27

	General




	1) Does DOP&B have a policy to have an independent actuary re-perform the actuary calculation?

No

2) If so how often and when was the last one performed? 

Not Applicable



	28
	General




	Does the DOP&B receive payments made by employers to satisfy contribution requirements that are identified by the plan terms as plan member contributions (pickups)?  

No


	29
	General




	When is the OPEB information available to perform claims testing?  

OPEB information is usually received from the carriers in the July – August timeframe.


	30
	General



	1) Did the previous auditor perform any census data testing at individual employers or was this done at DOP&B or remotely? 

The external audit section at DOP&B performs the external audits onsite at the individual employer locations. The auditing firm reviews approximately 20% of these external audits after they are completed here at DOP&B.

2) Is DOP&B open to the GASB 68 and 75 census data testing being performed remotely rather than going onsite to each employer selected for testing?

There is no need for the auditing firm to go onsite for their testing of the external audits of the employers.  The auditing firm will perform the review of the external audits at the DOP&B offices.


	31
	General




	How many employers were selected for census testing in the prior 2 years?

The number of employers selected by our external audit section is approximately 200.



	32
	General


	Were there any errors noted in the census testing performed in the prior 2 years?

All material errors for each pension fund location tested by the External Audit Unit are noted in the Census Data Testing. These material errors are compiled on a Master Exception Summary File and reported to Division’s Management and the Independent Auditing Firm.  



	33
	General




	When is the information available from the TPA for the Define Contribution plans and the Deferred Comp Plan?

Financial information and member information for these plans for the June 30 fiscal year ending is provided by Prudential in the August timeframe.



	34
	General

	What were the audit fees (not including travel costs) for 2018 and 2017 for each item in the State Supplied Price Sheet? 

	
Audit Fees T#1225
	
	 
	 
	
	

	
	 
	 
	 
	
	

	Audit Work:
	FY 2016
	FY 2017
	FY 2018
	
	TOTAL

	DOPB CAFRA Report
	$245,000
	$250,000
	$255,000
	
	$750,000

	PFRS CAFRA Report
	      -------
	 
Included Above -------             
	
	      -------    

	Health Benefits CAFRA
	$34,000
	 -------
	      -------
	
	$34,000

	NJ CMF Fund
	$25,000
	$26,000
	$27,000
	
	$78,000

	NJ DCP Fund
	$25,000
	$26,000
	$27,000
	
	$78,000

	SACT Fund
	$25,000
	$26,000
	$27,000
	
	$78,000

	Accounting Firm Letters 
	$1,320
	$1,330
	$1,340
	
	$3,990

	
	

	
	
	
	

	Additional Work:
	
	
	
	
	

	Primarily GASB Related  
	$899,975
	$589,430
	$646,040
	
	$2,135,445

	
	
	
	
	
	

	Totals
	1,255,295
	$918,760
	$983,380
	
	$3,157,435



Note: Travel costs are to be included in the All-Inclusive Hourly Rates, See Section 2.2 General Definitions.



	35
	General




 
	Were there any System and Organization Controls (SOC) reports issued by the prior audit firm?
	
No, the audit firm did not issue any SOC reports.  The SOC reports received from the Health Benefit carriers (Horizon BC/BS, Aetna and Optum) are done upon request of the DOP&B.



	36
	General








	Who are the different claims administrators for DOP&B? 

The claims administrators are Horizon BC/BS, Aetna and Optum.

How much of the information for testing is available to be done remotely versus going onsite to the claims administrator?

The claims information and testing is all done at the DOP&B offices.



	37
	General



	Is the IBNR for the plans determined internally or externally?

The Incurred But Not Reported (IBNR) reserve is determined externally by the plan’s actuary.



	38
	General




	Will responses for all questions from all inquirers be posted on NJ Start?

Yes, all questions received by the State for each Bid Solicitation are answered and then posted on NJSTART as part of a Bid Amendment.
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