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Office of the Commissioner

SI St James Avenue, Boston, Massachusetts 02116
February 2, 1982

The Honorable Wallace C. Mills
Clerk of the House of Representatives
Room 145 State House
Boston, Massachusetts

Dear Mr. Mills:

In accordance with the provisions contained in Section 137 of Chapter 351 of the
Acts of 1981, we are providing you with the information requested and authorized
in this section to enable the legislature to make an effective decision as to the
needed changes, if any, in the formula for distributing funds under Chapter 70.

The Department's Bureau of External Audit performed audits of Special Education
Reimbursements as indicated for each of the listed fiscal years (Chapter 70),
together with the dollar value of audit exceptions taken as computed by Thomas
Collins, Director of Data Collection and Reporting, for each of the fiscal years
in which audits were conducted as reported below:

Simulated Change as a
Result of Audits had
there been no Hold

Fiscal Year No. of Audits $ Value of Exceptions Harmless Provision

The Commonwealth of Massachusetts
Department of Education

1975 129 -$4,914,834
1976 76 -$8,406,532,
1977 41 -f$2,156,649.
1978 None* None
1979 52 -$1,836,056. -$2,852,579
1980 22 -$1,514,252. Estimated -$2,275,808. Estimated
Total Audita 320
Performed

1981 15 scheduled
The unduplicated number of school systems audited was 240; certain school systems
were audited more than once.

�Because of change in law. - FY 78 Data Served No Useful Purpose And Was Not A
Basis For Distributing State Aid

In addition, a total of 88 transportation audits related to Chapter 766 were
performed for the following fiscal years:

Fiscal Year No. of Audits $ Value of Exceptions

2979 67 “$ 98,860.
2900 21 -$103,791.
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So that there will be no misconception as to the extent of work performed by the

Bureau of External Audit, I would like to state that in addition to these audits,
10,285 audits were performed during this 6-year period.

All "recovered dollars" are redistributed in the Chapter 70 formula. The
redistribution occurs as a change in the weighted costs for the audited school
district which in turn affects the local support percentage (p) in the formula.
By adjusting the (p), it could increase or decrease the Chapter 70 percentage,
thus increasing or decreasing the aid. The increase or decrease in aid only
affects those communities that are not under the save harmless clause. In
summary, what is deducted from one audited district results in additional funds
to other districts whether they have been audited or not.

As one of the bases that has been prepared in the Department for use in consider-
ing possible changes in the formula for distributing funds under Chapter 70, is
the attached material prepared by Mr. Thomas Collins, Director of Data Collection
and Reporting. (See Exhibit 1 attached).

The Department in considering all of the options indicated in the statistical
print-out enclosed, currently favors Option 4 which provides each school district
with a guaranteed minimum of 15£ of its weighted costs. The reason we presently
favor Option 4 is that this option best meets the intent of Chapter 70 by providing
more money to the poorer communities and less to the more affluent communities.

We strongly recommend that under any new formula which may be adopted for distribu-
tion of Chapter 70 funds, or if the current formula is retained, that a provision
should be inserted in the legislation, which would require that all audit exceptions
shall be applied against the affected school district's allotment, even though the
district may be designated as a "hold harmless" system.

If this is not done, then school districts, primarily those in the hold harmless
category will have little interest or incentive to maintain accurate statistical
and fiscal records. These records are the bases for completing accurately such
reports as are required by the Department, especially those which are the bases for
computing entitlements under Chapter 70.

We also call your attention to the large dollar value of audit exceptions that
were taken on the basis of a limited number of audited school districts in each
of the fiscal years between 1975 and 1980. If it had been possible to audit at
least half of all school districts' "End of Year Reports" and the same ratio of
audit exceptions were developed as a result of inaccurate'reporting, the dollar
value of audit exceptions would be approximately four to five times greater than
the amounts listed for each fiscal year.

However, due to inadequate staffing, it is not possible for the Bureau of External
Audit to do this number and still meet the federal requirements for auditing all
recipient agencies of federal grants and reimbursements within a two year period.
Therefore, in order for the Department to efficiently conserve state funds and
assure that they are properly distributed in accordance with the intent of the
authorizing legislation, adequate state funds should be provided to the Bureau
for employing a sufficient number of auditors to enable the Bureau to audit all
state funded grants, allotments or reimbursements at least once every two years,
as is the requirement for auditing federally funded programs.
So that you may fully understand the procedures and regulations under which the
Bureau of External Audit within the Department performs audits, we have attached
the following; Exhibit II Manual of Audit Procedures of Claims for State Aid,Exhibit 111 Special Education Transportation Audit Report, Exhibit IV Letter Re-
Regional Review Board Approvals, and Exhibit V Regulations for State Aid. This
latter publication also contains on page 39 the appeal procedure for school systems
desiring to contest the audit findings.
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In selecting school districts for audit of their "End of Year Report" by the Bureau
of External Audit in each of the fiscal years in which audits were performed, we
are listing the criteria used for selection in that particular year.

School districts were selected based on the following criteria:

Fiscal Year 1973
(1) 100% growth - Pupil and/or fiscal (Special Education)
(2) 20% growth - (Occupational Education)
(3) Bilingual (School districts to be selected by Ernie Mazzone)
(4) 74-75 amended returns

Fiscal Year 1976

The Commissioner notified certain school districts that their aid entitlements had
been reduced to a maximum of 50% over the prior year's entitlement. He also stated
that they could request an audit if they desired to justify any amount over the
50% maximum.

There were also 16 school districts that did not have their entitlements reduced
and were over the 50% maximum which we selected as audit candidates.

Fiscal Year 1977

Candidates were selected for audit, based on a 50% increase in reimbursable expendi-
tures and a 50% increase in aid, also, school districts, who by filing an amendment
exceeded the state-wide average aid % of 56% and increased their Special Education
Reimbursement by 10% or more.

Fiscal Year 1978

No audits. Because of change in the law, FY '7B data served no useful purpose and
was not a basis for distributing state aid.

Fiscal Year 1979 & 1980

We have changed our scope of audit and have audited to F.T.E. (full-time equivalency).
The audit candidate selection for these years through the present were changed.

We used a percentage of increase over the state average in F.T.E. as reported by the
school districts in their End-of-Year Annual Report. We received this information
from Thomas Collins, Director of the Bureau of Data Collection and Reporting in the
way of print-outs. From this list we selected communities with the highest percent-
age of increases and worked downward.

Fiscal Year 1981

We are currently auditing communities that have never been audited and our
selection was made on the basis of highest enrollment in the school system as
we have completed all school systems that were reporting figures above the state-
wide average in F.T.E.

Although the Department has not submitted a draft of proposed legislation, we
will be happy to cooperate in the development of a draft, with those legislators
or legislative staff assigned to implement legislation amending Chapter 70, after
they have had an opportunity to review the material furnished. At that time, I
would like you to notify Mr. Michael Daly, Deputy Commissioner for the Department,
who will represent me in the drafting of any amendments to Chapter 70 as may be
considered beneficial.

Sincerely,

"VV. £

/John H. Lawson
"Commissioner of Eckjcation
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