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The State Auditor and the Comptroller are both committed to departmental improvements in the Internal Control structure of the Commonwealth.  A good system of controls, as you know, assists management in meeting objectives while avoiding serious problems.  Chapter 647 of the Acts of 1989, An Act Relative To Improving Internal Controls Within State Agencies, establishes acceptable Internal Control systems for state government operations and constitutes the criteria against which we will evaluate internal controls. With the passage of this law, we began a campaign to educate all department staff on the significant role of internal controls in department operations.

In the past few years, departments have made significant progress in the area of internal controls.  Every department has certified that they have documented internal controls in the form of an Internal Control Plan.  In the Fiscal Year 2001, we are focusing our Internal Control Campaign on the review of department risk assessments, as documented within the departments’ internal control plans.  Internal control plans must, of course, include all aspects of a department’s business, programmatic operations as well as financial.

A major requirement of Chapter 647 is that “an official, equivalent in title or rank to an assistant or deputy to the department head, shall be responsible for the evaluation of the effectiveness of the department’s internal controls and establish and implement changes necessary to ensure the continued integrity of the system”.  This official, whom we refer to as the Internal Control Officer, is responsible for ensuring that the plan is evaluated annually or more often as conditions warrant.

During this annual Statewide Single Audit, we continue with our review of the Commonwealth’s internal controls. We analyze and evaluate information obtained during the audit process in our continuing effort to educate agencies regarding both the need for internal controls and the risks of not having adequate internal controls in place.  

To assist departments with this effort, we provide the following support activities:

· The Office of the Comptroller offers departments free monthly training on internal controls. These classes are listed in the OSC Training Bulletin.

· The Office of the Comptroller provided a new document entitled the Internal Control Guide for Managers on the Office of the Comptroller’s Web page: http://www.mass.gov/osc.  Part II of the guide will be available shortly and will replace the current Internal Control Guide for Departments, currently available on the Web.

· Upon request, the Office of the Comptroller provides assistance to departments in the process of redefining or reviewing their internal control plans.

· As part of the Statewide Single Audit, auditors will review and comment upon departments’ internal control plans, risk assessments, and the reporting level of the Internal Control Officers.

· We have updated and automated the Internal Control Questionnaire (ICQ) for easier submission.  These changes to the ICQ will enable OSA and OSC to evaluate department internal controls and monitor their progress.

Chapter 647 also requires that “all unaccounted for variances, losses, shortages, or thefts of funds or property be immediately reported to the Office of the State Auditor” (OSA). The OSA is required to determine the amount involved and the internal control weaknesses that contributed to or caused the condition, make recommendations for corrective action, and make referrals to appropriate law enforcement officials. In order to comply with this law instances must be reported on the Report on Unaccounted for Variances, Losses, Shortages, or Thefts of Funds or Property and be submitted to the OSA. Reporting forms can be obtained by contacting the Auditor’s Office, Room 1819, McCormack State Office Building, or Web Site: http://www.mass.gov/sao/.
In conjunction with the above requirement, please note that management is responsible for financial records and systems and must inform, disclose and make representations to the auditors with regards to their management of funds, account activities, programs and systems.
The Offices of the State Comptroller and the State Auditor are committed to the goal of improving the Internal Control structure of the Commonwealth. Thank you for your cooperation and attention on this worthwhile task. Please do not hesitate to call upon the staff of either office for assistance. 

s/A. Joseph DeNucci




s/Martin. J. Benison
A. JOSEPH DeNUCCI




MARTIN J. BENISON
Auditor of the Commonwealth
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