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Massachusetts Bay Community College (MassBay) is one of 29 Massachusetts public
institutions of higher education organized under Chapter 15A, Section 5, of the
Massachusetts General Laws. Founded in 1961, MassBay is a two-year public community
college and has approximately 4,000 students in day programs and 2,200 in continuingeducation courses. It offers 39 Associate’s degree programs, 31 certificate programs, and an
array of non-credit courses. MassBay is regulated by the Board of Higher Education, which
is responsible for monitoring such educational institutions to ensure that state funds support
measurable performance, productivity, and results. A Board of Trustees, which establishes
MassBay’s administrative policies, governs the college. MassBay’s President is responsible
for implementing the policies set by the Board of Trustees.
In accordance with Chapter 11, Section 12, of the General Laws, the Office of the State
Auditor conducted a review of MassBay to (1) evaluate the accounting methodology and
procedures for tuition remission to the Commonwealth and (2) determine whether those
accounting procedures are sufficient and in compliance with applicable laws, rules, and
regulations. Our review was for the period July 1, 2002 to November 30, 2003 (when
necessary, we reviewed accounting activity in prior periods) and was conducted in
accordance with applicable generally accepted government auditing standards.
AUDIT RESULTS
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1. MASSBAY'S LACK OF A RECONCILIATION PROCESS AND ITS USE OF ESTIMATES
IN THE CALCULATION OF TUITION REMISSIONS RESULTED IN EXCESS
PAYMENTS OF $72,430

3

MassBay is required to remit to the Commonwealth the total amount of state tuition that
it has collected during the fiscal year from current- and prior-period billings. Our review
of MassBay’s fiscal year 2003 tuition remission procedures found that the college uses
estimates to determine the amount of state tuition to be remitted to the Commonwealth.
MassBay also made a payment in recognition of state tuition underpaid in prior years. As
a result, MassBay remitted $72,430 more than the amount of state tuition that it collected
in fiscal year 2003. MassBay did not have policies or procedures for using available
accounting records to calculate the correct amount of collections. In response to our
audit, MassBay indicated it will develop appropriate reconciliation procedures and remit
collections for the current year from the Tuition Distribution Report.
2. ACCOUNTING ERRORS RESULTED IN UNDERSTATEMENT OF MASSBAY LIABILITY
DUE THE COMMONWEALTH

We reviewed MassBay’s accounting records and audited financial statements for fiscal
years 1999 through 2003. We noted a liability account, titled “Due to State,”
representing the net amount of state tuition billed to students, less remissions made to
the Commonwealth. Our analysis of this account found that the balance of $729,053 as
of June 30, 2003 was understated by $574,030 due to a series of accounting errors. The
actual balance should have been $1,303,083. In response to our audit, MassBay indicated
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Background

Massachusetts Bay Community College (MassBay) is one of 29 Massachusetts public institutions of
higher education organized under Chapter 15A, Section 5, of the Massachusetts General Laws.
Founded in 1961, MassBay is a two-year public community college and has approximately 4,000
students in day programs and 2,200 in continuing-education courses. It offers 39 Associate’s degree
programs, 31 certificate programs, and an array of non-credit courses. MassBay is regulated by the
Board of Higher Education, which is responsible for monitoring such educational institutions to
ensure that state funds support measurable performance, productivity, and results. A Board of
Trustees, which establishes MassBay’s administrative policies, governs the college.

MassBay’s

President is responsible for implementing the policies set by the Board of Trustees.
MassBay is funded through state appropriations, trust funds, and student tuition and fees. It charges
tuition and fees to students on a per-credit basis for each course in which they are registered.
MassBay is allowed to retain all fees and tuition collected for continuing-education courses.
However, under Chapter 29, Section 2, of the General Laws, the amount of state tuition collected
must be remitted to the Commonwealth in the fiscal year in which it is received. The remitted
amount should include tuition collected in the current fiscal year, whether from current- or priorperiod billings. Therefore, MassBay must be able to determine, on a regular basis, the amount of
collected state tuition to be remitted to the Commonwealth.
For fiscal years 1999 to 2003, MassBay remitted $4,019,316 of state tuition to the Commonwealth,
as follows:
Fiscal Year

Amount

1999

$ 801,130

2000

$ 464,667

2001

$ 360,270

2002

$1,000,000

2003

$1,393,249

Our review of MassBay’s accounting methodology and procedures for tuition remission was initiated
at the request of MassBay.
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Audit Scope, Objectives, and Methodology

In accordance with Chapter 11, Section 12, of the General Laws, the Office of the State Auditor
conducted a review of MassBay to (1) evaluate the accounting methodology and procedures for
tuition remission to the Commonwealth and (2) determine whether those accounting procedures are
sufficient and in compliance with applicable laws, rules, and regulations. Our review was for the
period July 1, 2002 to November 30, 2003 (when necessary, we reviewed accounting activity in prior
periods) and was conducted in accordance with applicable generally accepted government auditing
standards.
To accomplish our objectives, we
•

Reviewed MassBay’s administrative and accounting policies and procedures manuals

•

Interviewed various administrators at MassBay

•

Reviewed reports and work papers of MassBay’s private accounting firm to determine
whether they contained any significant audit results or identified any weakness in internal
controls relating to tuition remitted to the Commonwealth

•

Reviewed the accounting controls in relation to the recently implemented PeopleSoft
software

•

Reviewed selected transactions at MassBay concerning revenues and receipts to evaluate
their completeness and compliance with established criteria

•

Reviewed the process for determining the amount of state tuition to be remitted as well as
the actual remittance process

•

Reviewed the student accounting process, from registration through final accounts
receivable balances

Our review, for the areas tested, determined that MassBay’s lack of a reconciliation process and its
use of estimates in the calculation of tuition remissions led to excess payments of $72,430 in fiscal
year 2003. Also, our review of MassBay’s accounting records found $574,030 in accounting errors
that resulted in the understatement of a potential liability due the Commonwealth.
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1. MASSBAY’S LACK OF A RECONCILIATION PROCESS AND ITS USE OF ESTIMATES
IN THE CALCULATION OF TUITION REMISSIONS RESULTED IN EXCESS
PAYMENTS OF $72,430

MassBay is required to remit to the Commonwealth the total amount of state tuition that
it has collected during the fiscal year from current- and prior-period billings. Our review
of MassBay’s fiscal year 2003 tuition remission procedures found that MassBay uses
estimates to determine the amount of state tuition to be remitted to the Commonwealth.
MassBay also made a payment in recognition of state tuition underpaid in prior years.
As a result, it remitted $72,430 more than the amount of state tuition that it collected in
fiscal year 2003.

MassBay did not have policies or procedures for using available

accounting records to calculate the correct amount of collections.
According to MassBay officials, calculations prior to fiscal year 2003 regarding
remittances to the Commonwealth had to rely on estimates. These estimates were based
on a percentage calculated by comparing two amounts: the total billed, and the total
collected, for all categories of tuition and fees. That percentage was then applied to the
total state tuition billed to determine the estimated amount of state tuition collected.
This methodology was used because MassBay’s accounting system was unable to track
the actual amount of state tuition collected as there was no separate student receivable in
the general ledger for each type of charge such as fees, state tuition and local tuition
(continuing education).
In fiscal year 2003, despite the implementation of new accounting software (PeopleSoft),
MassBay could not determine the amount of state tuition charged or collected.
PeopleSoft could not segregate the amount of state tuition charged or collected without
modifications. Consequently, MassBay created a new procedure to collect the
information necessary for determining the amount of state tuition collected. This new
procedure resulted in the Tuition Distribution Report (TDR), generated by MassBay’s
Office of Information Technology (IT). For each semester, the TDR categorizes the
different types of tuition, tuition waivers, and applied payments, which are the actual
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collections and the amounts that should be remitted to the state. However, MassBay did
not use the TDR when determining the amount to be remitted to the state for fiscal year
2003, instead, it again prepared the remittances based on an estimate. In June 2003,
MassBay estimated the amount of state tuition collected for fiscal year 2003 to be
$1,093,249, of which $895,000 had been already remitted. The college remitted the
remaining amount, $198,249, on June 27, 2003, along with $300,000, which MassBay
officials stated was for prior years’ tuition collected, therefore, the total remitted in fiscal
year 2003 was $1,393,249.
MassBay officials acknowledged that, in some previous years, total collections for state
tuition had not been remitted to the Commonwealth due to negative cash flow issues.
MassBay officials also stated that they were unable to determine what amounts it had
collected but not remitted in fiscal years prior to 2003. We reviewed five prior years’
remissions to the Commonwealth and noted that no remissions were made during the
spring semester of 2000 and only $60,000 was remitted during the 2001 spring semester.
Remittances for fiscal years 2002 and 2003 were made during the respective spring
semesters. The following table summarizes the state tuition amounts remitted for fiscal
years 1999 to 2003:
Fiscal
Year

Remittances
During
Fall Semester

Remittances
During
Spring Semester

Total
Remitted

1999

$287,291

$ 513,839

$ 801,130

2000

$464,667

-

$ 464,667

2001

$300,270

2002
2003

$

60,000

$ 360,270

-

$1,000,000

$1,000,000

-

$1,393,249

$1,393,249

MassBay asserts that in fiscal year 2003 it made a $300,000 payment to the
Commonwealth for prior years’ tuition collected. However, our analysis using actual
data available to the college, the TDR, initially calculated an excess payment of $175,832.
Since the TDR is the basis for generating the information needed to determine what
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tuition amounts are state as opposed to continuing education, we analyzed the details of
this report to determine whether it was accurate.
Our testing revealed errors in the design process for the extraction of data for this report
that allowed for the same tuition charges to appear multiple times, incorrect recording of
applied payments, and incorrect designation of charges as state or continuing-education
tuition. The data that resided within the College’s accounting system was properly
recorded. Moreover, we found that because MassBay did not have a reconciliation
process to verify the amounts on this report, it was unaware that errors were occurring.
Based on the results of our testing, MassBay’s IT department reviewed and revised the
TDR to correct these inadequacies. After new reports were run on November 7, 2003,
we recalculated the actual amount of tuition due for fiscal year 2003. Taking that
calculation into account, the amount of excess payment to the Commonwealth for
previous year’s tuition was recalculated to be $72,430.
As part of our analysis, in addition to the net state tuition payments reported on the
TDR, net state tuition being tuition payments less waivers, we considered the amount of
tuition collected for prior periods. During fiscal year 2003, MassBay collected $533,709
in tuition and fees for prior periods. When the PeopleSoft accounting software was
implemented, all outstanding student account balances were converted in total—that is,
tuition and fees were not segregated. This occurred because the prior student accounts
system would only allow for this type of conversion. Therefore, when payments were
received, MassBay was unable to determine whether the payments were for fees or
tuition—and whether state or continuing education.

MassBay officials stated that

because the funds cannot be segregated except manually on an individual basis, the use
of historical estimates is the only reasonable method to determine the amount of state
tuition to be remitted to the Commonwealth.
To find the most accurate method for estimating the state tuition amount to be remitted,
we reviewed MassBay’s analysis of outstanding student account balances deemed
uncollectible and written off in fiscal year 2003. We determined that 34% of the total
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amounts written off were for state tuition. Because prior years’ collected amounts could
not be segregated, we considered this percentage as most accurately reflecting collection
rates prior to fiscal year 2003. We therefore applied that percentage to the amounts of
tuition and fees collected in fiscal year 2003 for prior periods and determined that
$181,461 of the $533,709 collected should be included in the calculation of remittances.
Our calculation of the tuition collected, to be remitted to the Commonwealth for fiscal
year 2003, is as follows:

Collections for Fiscal Year 2003 Per TDR

July 2, 2003

November 7, 2003

$ 440,411

$ 583,381

595,545

555,977

34%

181,461

181,461

Total Fiscal Year 2003 Tuition to Remit to State

$1,217,417

$1,320,819

1,393,249

1,393,249

Fall 2002 Net State Tuition
Spring 2003 Net State Tuition
Collections for Periods Prior to Fiscal Year 2003
Total Tuition and Fees
Share to Apply to State Tuition

$533,709

Amount Remitted by MassBay in Fiscal Year
2003
Excess Amount Remitted

$ 175,832

$

72,430

As a result of remitting to the Commonwealth based on estimates, MassBay has made an
excess payment in fiscal year 2003 of $72,430. Continued use of estimates by MassBay
could result in underpayments or overpayments of tuition remission to the
Commonwealth. Because MassBay does not have a reconciliation process, MassBay and
the Commonwealth cannot be assured that all state tuition collected is being remitted in
the fiscal year it is due and all state tuition collected in previous years has been remitted
to the Commonwealth.
Recommendation

MassBay should implement a reconciliation process to ensure that all collections for state
tuition are remitted to the Commonwealth in the same fiscal year. It should also
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reconcile collections, on a regular basis, to the student accounts receivable subsidiary
ledger. MassBay should use available analytical tools to determine the actual amounts to
be remitted to the Commonwealth. It should only use estimates to calculate the state
tuition collected that apply to prior periods.
Auditee’s Response
MassBay agrees with the auditor’s finding, that it overpaid its liability to the
Commonwealth for state tuition collected during fiscal year 2003 by $72,430.
MassBay also agrees with the auditor’s recommendations to resolve this finding.
The College implemented new account software (PeopleSoft), during fiscal year
2003, for Student Accounts. PeopleSoft could not, as delivered, determine the
amount of state tuition billed or collected. This limitation was not discovered
until shortly before PeopleSoft went into production at the College, despite the
fact that PeopleSoft had assured the College that the software would be able to
appropriately handle special tuition calculations associated with public colleges.
The College’s Office of Information Technology (IT) in response developed a
report, the Tuition Distribution Report (TDR), to provide the amount of state
tuition billed and collected for a given semester, which would be journalized into
the general ledger.
When PeopleSoft was implemented, the outstanding balances from the Legacy
system were converted as a single amount per student, rather than by tuition
and/or fee category. The balances had to be converted as single amounts,
because that was how they existed in the Legacy system. To determine how
much the College owes the Commonwealth for payments applied to converted
balances, the College will continue to estimate the percentage of the converted
balances that is from state tuition.
The fact that the College overpaid its liability to the Commonwealth was not only
due to the lack of reconciliations, it was also by design. The College knew it had
an outstanding balance due the Commonwealth, and was reducing it with each
payment. This additional outstanding balance was created from insufficient cash
flow from the business practices from the College’s prior administration. The
College relied on the TDR to calculate its state tuition billed and collected. The
TDR, as originally developed, did not accurately calculate these amounts. The
state auditor’s finding revealed the inaccuracy, and IT has since modified the
methodology used in the TDR to calculate the proper amount of state tuition
billed and collected.
The College is currently recording its state tuition billings and collections from the
revised TDR. The amount remitted for collections this year will be from the TDR.
The College will develop appropriate reconciliation procedures for the collections
due to the Commonwealth.
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2. ACCOUNTING ERRORS RESULTED IN UNDERSTATEMENT OF MASSBAY LIABILITY
DUE THE COMMONWEALTH

As part of our review of MassBay’s tuition remission procedures, we reviewed its
accounting records and audited financial statements for fiscal years 1999 through 2003.
We noted a liability account titled “Due to State,” representing the net amount of state
tuition billed to students, less remissions made to the Commonwealth. Our analysis of
this account found that the balance of $729,053 as of June 30, 2003 was understated by
$574,030 due to a series of accounting errors. The balance should have been $1,303,083.
In fiscal year 2002, MassBay implemented a new accounting system (PeopleSoft).
However, for the years prior to fiscal year 2002, MassBay did not maintain a general
ledger system. Therefore, to review the “Due to State” liability account, we reconstructed
the activity in the account from the college’s audited financial statements for fiscal years
1999 through 2001. As of July 1, 1998, MassBay had a beginning balance of zero in the
account. From the financial records, we were able to determine the tuition amounts
billed to students and the cash remitted to the Commonwealth for fiscal years 1999
through 2001. From that information, we were able to arrive at the correct beginning
balance for fiscal year 2002, which totaled $1,465,742. We reconciled that balance with
the balance listed on MassBay’s new accounting system, which was $1,111,081.
MassBay’s balance was understated by $354,661. Our analysis determined that the
balance of $354,661 as of June 30, 1999 had not been brought forward as a beginning
balance for fiscal year 2000.
Because of the implementation of the new accounting software, we were able to analyze
each entry to this general ledger account. We found several errors in the manual entries
during fiscal years 2002 and 2003 that resulted in an additional understatement. In fiscal
year 2002, MassBay did not recognize tuition billings of $300,589 and overstated the
amount of tuition waivers by $75,864. The amount of net state tuition recorded by
MassBay was $851,308, however, the actual net state tuition was $1,227,761. Those
errors resulted in an understatement of $376,453 for the liability of that fiscal year .
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In fiscal year 2003, we found that MassBay overstated the amount of state tuition billings
for the year by $157,084. The amount of state tuition recorded was generated from the
Tuition Distribution Report (TDR), which was developed by the MassBay Office of
Information Technology in fiscal year 2003, in order to accumulate the amount of state
tuition charged and collected. After testing this report, we noted there were double and
triple charges, which led to the overstatement of state revenue. After these overcharges
were revealed by our audit, the IT department rewrote the program that generates this
report and the additional charges were eliminated. The amount of net state tuition
recorded by MassBay was $1,225,407, however, the actual net state tuition, as reported
on the corrected TDR was $1,068,323, resulting in a $157,084 overstatement of the state
tuition liability for fiscal year 2003.
The following is a summary of our analysis for fiscal years 1999 through 2003:
Office of the
State Auditor’s
Adjusted Balance

MassBay’s
Balance

Variance

Fiscal Year 1999
Balance July 1, 1998

-

-

-

$1,155,791

$1,155,791

-

Cash Remittance

(801,130)

(801,130)

-

Balance, June 30, 1999

$ 354,661

$ 354,661

-

$ 354,661

-

$354,661

850,952

$ 850,952

-

(464,667)

(464,667)

-

$ 740,946

$ 386,285

$354,661

$ 740,946

$ 386,285

$354,661

Tuition Billed

1,085,066

1,085,066

-

Cash Remittance

(360,270)

(360,270)

-

Balance, June 30, 2001

$1,465,742

$1,111,081

$354,661

Tuition Billed

Fiscal Year 2000
Balance, July 1, 1999
Tuition Billed
Cash Remittance
Balance, June 30, 2000
Fiscal Year 2001
Balance, July 1, 2000

Fiscal Year 2002
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$1,465,742

$1,111,081

$354,661

1,227,761

851,308

$376,453

Cash Remittance

(1,000,000)

(1,000,000)

-

Balance, June 30, 2002

$1,693,503

$ 962,389

$731,114

$1,693,503

$ 962,389

$731,114

1,068,323

1,225,407

$(157,084)

(1,393,249)

(1,393,249)

-

(65,494)

(65,494)

-

$1,303,083

$ 729,053

$574,030

Tuition Billed

Fiscal Year 2003
Balance, July 1, 2002
Tuition Billed
Cash Remittance
Student A/R Write-Offs
Balance, June 30, 2003

After all adjustments for fiscal years 1999 through 2003 are factored in, the overall
understatement of this liability account totals $574,030.

As a result of the

understatement of this account, MassBay is not accurately reflecting the amount
potentially due the Commonwealth as of June 30, 2003.
We discussed this matter with MassBay officials, and they reviewed our analysis with the
accounting firm that performs their annual audits. After conferring with their auditors,
they found our analysis to be accurate and agreed an adjustment to this account is
necessary.

Recommendation

MassBay should make the appropriate adjustments to the accounting records to more
accurately reflect the state tuition balance owed the Commonwealth.
Auditee’s Response
MassBay agrees with the auditor’s finding that the college understated its liability
to the Commonwealth due to accounting errors, for the fiscal years 1999 through
2003, by $574,030. MassBay also agrees with the auditor’s recommendations to
resolve this finding.
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The understatement of the College’s liability due the Commonwealth from
accounting errors was due to several causes. The state auditors constructed a
roll forward schedule of the College’s liability from fiscal year 1999 through 2003.
Their schedule revealed the years where errors occurred. The first error was
from . . . the College’s independent audit firm not carrying forward a balance
from one year to the next . . . The audit partner . . . acknowledges his firm’s
responsibilities. The other accounting errors were from entries the College did
not record correctly, which were also not determined during MassBay’s year-end
financial statement audit and should have been, and also from errors in the TDR.
The TDR’s errors were discovered in the course of the State Auditor’s fieldwork,
as mentioned above.
The College does not agree with the auditor’s comment that the College did not
maintain a general ledger system prior to fiscal year 2002. The College did have
a general ledger system. While the previous general ledger was not integrated
with its student information subsidiary ledger and it had some obvious systematic
flaws, it was sufficient to allow our independent auditors . . . to evaluate internal
controls and to rely on the system to issue an unqualified opinion.
. . . The State Auditors did accurately recalculate the amount of state tuition
billed and subsequently remitted. The College would like to be sure it is clear
that the amount due the Commonwealth, in any given fiscal year, is the amount
of state tuition collected, not billed. The liability is an amount due at some point
in the future. The roll forward schedule in this report is based on state tuition
billed, not state tuition collected. In essence, the College’s responsibility is to
ensure that the liability of $1,303,083 will be due and payable to the
Commonwealth at the time it is collected, and may be reduced due to
adjustments and future write-offs.
Lastly, the College will restate the liability due to the Commonwealth of
Massachusetts in its 2004 audit report to reflect the correction of the errors
found during the audit. Management’s Discussion and Analysis will also include a
discussion on the correction and restatement of the liability due to the state.
Auditor’s Reply

MassBay maintains that they had a general ledger system, however, during our initial
discussions with MassBay officials, we were told the college did not have a general ledger
system prior to fiscal year 2002. We were told the accounting system was not integrated
and the Controller provided spreadsheets and trial balances to the independent auditors
to assist in facilitating their annual audit.
When we analyzed the liability account titled “Due to State”, we again asked the
Controller for detailed information from the MassBay’s accounting system. We were
told that detailed information did not exist for that account for the periods prior to fiscal
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Because the information was not available, we were required to use

MassBay’s audited financial reports to perform our analysis.
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APPENDIX I
Chapter 647, Acts of 1989, An Act Relative to Improving
the Internal Controls within State Agencies
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Chapter 647 Awareness Letter from the State
Auditor and the State Comptroller
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17

