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November 10, 2015



Mr. Thomas Shack Comptroller
The Commonwealth of Massachusetts Office of the Comptroller
One Ashburton Place, Room 901 Boston, MA 02108

Dear Mr. Shack:

A negotiation agreement is being sent to you for signature, approving the central service costs of the Commonwealth of Massachusetts. This agreement reflects an understanding reached between your organization and a member of my staff concerning the central service costs that may be included in the costs of your departments and agencies for further allocation to Federal Grants and Contracts performed by those departments and agencies. The agreement must be signed by a duly authorized representative of your institution and returned to my office at the email  address  CAS-NY@psc.hhs.gov;  retain  a  copy for  your  file.	We will reproduce and distribute the agreement to awarding agencies of the Federal Government for their use.

During this review, information was presented on Section II, Billed Costs that highlighted transfers from the Executive Office of Health and Human Services IT Chargeback to the General Fund in State fiscal years 2012, 2013 and 2014. The Commonwealth of Massachusetts and Cost Allocation Services are still in discussion on the Federal share of these transfers. A decision on the amount to be refunded to the Federal Government and the methodology for refund are forthcoming.

As a result of the negotiation of the fixed central service costs for fiscal year ended June 30, 2015, the State will address the following in future submissions:

Central Service Plan - Section I

a. Organization Chart - Provide a detailed organizational chart that would reflect the placement of each central service agency (both unbilled and billed), and all departments and other units of government even though they may not be shown as benefitting from the central service functions.



b. The State should provide a written explanation or analysis of any significant proposed increase in an individual component (e.g. Budget, State Comptroller, etc.) of the plan over the previous year. A significant increase would be ten percent or more over the actual amount negotiated the previous year for that component, e.g., State Comptroller. In addition, the use of new allocation statistics or significant changes in statistical bases historically used should be explained.

Section II of Cost Allocation Agreement

Included in this Section are Internal Service and Self-Insurance Funds. The following information relative to each of these Funds must be submitted with your proposal:

a. Information concerning the basis of the rates charges.

b. Financial statements, prepared in accordance with generally accepted accounting principles, reflecting the status of each Fund. At a minimum, this should include a balance sheet and a statement of income and expense.

c. A listing of all transfers into and out of each Fund.

d. A description of the procedures used to charge for services provided.

e. Justification for the retention of any fund balances, including copies of actuarial reports supporting the balances in Self-Insurance and similar funds.

f. A schedule summarizing the billings and payments, by State Agency, for each service is also necessary. Revenue and expenditure data by billing rates/categories should be provided for all information technology and telecommunication services. Information should be broken out by beginning balance, revenues and expenditures. Actual cost by billable services and actual billed revenue should be provided.

g. A reconciliation of retained earnings must be submitted for each Internal Service Fund.
For  guidance  in  preparing the  reconciliation  refer  to  Illustration  4-7  on  pages  4-19 through 4-22 of ASMB C-10.

Your cost allocation plan for the fiscal year ending June 30, 2017 based on your actual costs for the fiscal year ended June 30, 2015 must be submitted to my office by March 31, 2016. Your proposal and relevant correspondence should be submitted electronically at the following email address: CAS-NY@psc.hhs.gov.

In order to effect a timely negotiation, your next plan must be accompanied by the following supporting information:

1. A certification of the plan by a responsible official.
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2. A copy of your official financial statements supporting the costs contained in the plan.

3. An organization chart identifying those organizations rendering central services and all other departments, agencies, and bureaus, whether or not they are reflected as benefiting from services in the cost allocation plan.

In addition, please acknowledge your concurrence with the comments and conditions cited above by signing this letter in the space provided below and emailing it to me with the enclosed negotiation agreement.

Sincerely,




Darryl W. Mayes Deputy Director
Cost Allocation Services



[bookmark: _GoBack]Enclosures Concurrence:
Thomas G. Shack 
(Name)
Comptroller
(Title)
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(Date)
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