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Independent Auditors'Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with

Go a ernment Auditing S t øn dqr ds

To the Honorable Mayor and City Council
City of Worcester, Massachusetts

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component units, each major fund, and the aggregate remaining fund information of the Ciiy
of Worcester, Massachusetts, as of and for the fiscal year ended June 30, 2010 (except for the Worcester
Contributory Retirement System, which is as of and for the fiscal year ended December 3L,2009), which
collectively comprise the City of Worcester, Massachusetts' basic financial statements and have issued our report
thereon dated October 29,20'10. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Gouernment
Auditing standørds, issued by the Comptroller General of the united states.

Internal Control Over Financial Reporting

In planning and performing our audiç we considered the City of Worcester, Massachusetts' internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the City of
Worcester, Massachusetts' internal control over financial reporting. Accordingly, we do not express an opinion
on the effectiveness of the City of Worcester, Massachusetts' internal control over financial reporting.

A deficìency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the City's financial statements
will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
patagraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, sigaificant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Worcester, Massachusetts' financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. Flowever, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under G ou ernment Audi tin g S tøndqr ds.

We noted certain matters that we reported to management of the City of Worcester, Massachusetts, in a separate
letter dated October 29,2010.

This report is intended solely for the information and use of management, the Mayor, the City Council, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

October 29,2010
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Independent Auditors'Report on Compliance with Requirements that Could Have a Direct and Material
Effect on Each Major Program and on Internal Control Over Compliance in Accordance with

OMB Circular A-133

To the Honorable Mayor and City Council
City of Worcester, Massachusetts

Compliance

We have audited the compliance of the City of Worcester, Massachusetts with the types of compliance
requirements described in the U,S. Office of Management and Budget (OMB) Circulør A-133 Compliance
Supplement that could have a direct and material effect on each of iti major federal programs for the fiscal year
ended June 30, 2010. The City of \dorcester, Massachusetts' major federal ptog.u*i are identified in the
summary of auditors' results section of the accompanying schedule of frndìngs and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its major
federal programs is the responsibility of the City of Worcester, Massachusetts' management. Our responsibility is
to express an opinion on the City of Worcester, Massachusetts' compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Goaernntent Auditing Støndards, issued
by the Comptroller General of the United States; and OMB Circular A-1g2, Audits of States, Locøl Goaernments, ønd
Non-Profit Organizøtions. Those standards and OMB Circular A-133 require that wå plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliàn." ."q.rìr"-ents referred to
above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the City of Worcester, Massacñusetts' compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of the City of Worcester, Massachusetts' compliance with those requirements.

As described in items 10-4 and 10-5 in the accompanying schedule of findings and questioned costs, the City of
Worcester, Massachusetts did not comply with the requirements regarding ãilowubie costs/cost principles and
sub-recipient monitoring that are applicable to its CDBG - Entitlement Grants Cluster Program. Compìiance with
such requirements is necessary, in our opinion, for the City of Worcester, Massachusetts to comply witn tne
requirements applicable to that program.

In our opinion, except for the noncompliance described in the preceding paragraph, the City of Worcester,
Massachusetts complied, in all material respects, with the requirements referred to above that could have a direct
and material effect on each of its major federal programs for the fiscal year ended June 30, 2010. The results of
our auditing procedures also disclosed other instances of noncompliance with those requirements, which are
required to be reported in accordance with OMB Circular A-133 and which are described in the accompanying
schedule of findings and questioned costs as items 10-6,'1.0-7,10-77,70-12, 1O-1g,1.0-1.4,'].0-Ls,70-'1.g,70-79, and 10-
20.



Internal Control Over Compliance

Management of the City of Worcester, Massachusetts is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, we considered the City of Worcester, Massachusetts'
internal control over compliance with the requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance i¡ accordance with OMB Circular A--133,

but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the City of Worcester, Massachusetts' internal
control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be
significant deficiencies or material weaknesses and therefore, there can be no assurance that all deficiencies,
significant deficiencies, or material weaknesses have been identified. However, as discussed below, we identified
certain deficiencies in internal control over compliance that we consider to be material weaknesses.

A deficiency in internøl control ouer contpliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a qpe of compliance requirement of a federal program on a
timely basis. A materiql uteakness in internal control ouer compliønce is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a

type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a trmely
basis. We consider the deficiencies in internal control over compliance described in the accompanying schedule
of findings and questioned costs as items '10-7 , "10-2, 10-3, 10-8, '10-9, 70-70, 10-16, and 10-77 to be material
weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component units, each major fund, and the aggregate remaining fund information of the City
of Worcester, Massachusetts, as of and for the fiscal year ended June 30, 2010 (except for the Worcester
Contributory Retirement System, which is as of and for the fiscal year ended December 37,2009), and have issued
our report thereon dated October 29,2070. Our audit was performed for the purpose of forming our opinions on
the financial statements that collectively comprise the City of Worcester, Massachusetts' basic financial
statements. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by OMB Circular A-133 and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

The City of Worcester, Massachusetts' responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the City of Worcester, Massachusetts'
responses and, accordingly, we express no opinion on them.



This report is intended solely for the information and use of management, the Mayor, the City Council, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

October 29,2070
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Federal Grantoy'
Pass-Th¡ough Grmtor/

Prog¡am

Federal

CFDA
Numbe¡

Pass-Through

Identi!,irg
Numbe¡

Federal

Expenditures

U.S. Department of Agriculture
Passed through the State Department of Elemeìtary &

Secondary Education:
Food Distribution Program

Ati H N t t t i ti ot t Ch t sl er :

School Breakfast Program
National School Lmch Program
Summer Food Service Program fo¡ Children

Child Nutdtion Discretionary Grants - Recovery Act

Fruit md Vegetable Progran

Total U.S. Depaftment of Agriculh¡re

U S. Department of Commerce

Direct Programs:
Investments for Public Works md Economic Development

Faciïties
Economic Development Administratìon G¡ant

Total U.S Department of Comerce

U.S. Department of Housing and Urban Development
Direct p¡oglams:

CDBC - Ent¡tleileilt Crnnls Clttstcr
Commmitl' Development Block Grilt
Commuity Development Block Grmt Recovery (CDBC-R)

Emergencl, $hsl¡gr Grants Program
Supportive Housirg Program
Shelter Plus Care
HOME Program
Housirg Oppornrnities for Perso¡rs with AIDS
Homelessness Preventior and Rapid Re-housirg Program

(HPRP)

Passed th¡ough the Stale DeDartmenl ol Housinp md Communitv
Development:

Lead-Based Paint Hazard Control Grmt

Total U S Department of Housing md Urban Development

U.S, Department of Justice
Di¡ect p¡ograms:

Granls to Encou¡age Anest Policies and Enfo¡cement of
Protection Otders

Weed md Seed Program
Edwa¡d Bvme Memorial Justice Assisfilce Grilt Program
Recovery Act - Edward Byme Menorial Justice Assistmce

Grmt flAG) Program/Grants to States md Teritories
Recove5, Act - Edwa¡d Byme Memorial Justice Assistmce

Grmt flAG) Program/Grmts to Units of Local Govemment
Passed tluough the State Executive Office of Public Safetyi

Violence Against Women Formula Grmts

Total U S Department of Justice

10.550

10.s53

t0 555

10,5s9

10 579

l0 582

Not Applicable
Not Applicable

Not Applicable
Not Applicable

Not Applicable
Not Appìicable
Not Applicable
Not Applicable
Not Applicatrle

Not AppLicable

scocD5420656051 60000

Not /\ppbcable
Not Applicable
Not App[cabte

Not Applicable

Not Applicable

SCEPS 3OO1

529,628

2,696,907

6,827,570

73,492

65,465

79,769

70,272,837

t,178,787
54,054

7,232,23s

5,577,948

372,044

174,694

7,602,727

262,7U
2,473,724

364,903

875,503

7,422,441

13,060,168

70,500

66,825

719,595

805,699

567,989

26,899

1,657,507

Reports on IC orer Finnnciøl Reporting,
Conrpliøttce arul Fedenl Au¡nrd Ptogrøms

74-348

I 4-348

14-348

14-348

721,020-0-0348-K

14-348

11 300

77 302

t4 218
74253

74 231

14 235

74 238
74.239

14247

14.257

t4.900

16 590

16.595

76 738

16.803

16 804

16 588

City of Worcester, Møssøchusetts



SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Federal Grantor/
Pass-Th¡ough G¡mtor/

Program

U.S. Department of Labor
Direct Proøam:

H-18 High C¡owth Job Traini¡g GrÐts
Passed th¡ouøh the State Division of Career Se¡r,ices:

Employment Sewice/ Wagrer-Peyse¡ Funded Activities
Employment Sewice/Wagner-Pevser Funded Activifies -

Recovery Act
Unemployment Insurance
Trade Adjustment Assistmce

IMA Chßter:

WtA Adult Program
WIA Adult Program - Admin Costpool
WIA Adult Program - Recovery Act
WIA Aclult Program - Recovery Act Admh Costpool
WIA Youth Activities
WIA Youth Activities - Admin Costpool

WIA Youth Activities - Recoven, Act
WIA Youth Activities - Recoverv Act Adnin Costpool
WIA Youth l¡centive
WIA Rapid Response Grant
WIA Rapid Resporìse Grant - Recovery Act
WIA Dislocaled Worke¡s
WIA Dislmated Workers - Adnrir Costpool

WIA Dislocated Wo¡kers - Recovery Act
WtA Dislocated Workers - Recovery Act Admin Costpooì

Disabled Veterm' Outreach Program
Local Veterans' Employment Representative Program

Passed th¡ough Senior Service America, lnc.:
Senior Comunity Service Employment Program

Passed tfuough lhe Como¡rwealth Corcoration:
Incentive Grmts - WIA Section 503

Total U,S Department of Labor

U.S. Department of Transportation
Passed thtough Massachusetts Aeronautics Commission:

Atport Improvement Program

National Endowment for the Humanities
Direct Program:

Our Living Past Graìt

Envircmental Prctection A&ency
Di¡ect P¡og¡am:

Enviromental Poücy md Imovation Grants
Recovery Act - Brownfields Clemup md Assessment

Cooperative Agreements

Total Enviromental Protection Ageng¡

Not Applicable

cT EOL 3250 060SCC0] \ /ORC0.1

77 207 CT EOL 3250 o9STTTl\nryORC01
't7.225 CT EOL 3250 060SCC01WORCo1
77 24s CT EOL 3250 100SCC01WORC02

77 258 CT EOL 3250 060SCC01WORC02
17 258 CT EOL 3250 060SCC0jWORC02
17,258 CT EOL 3250 O9STIMWORCO1

1,7 258 CT EOL 3250 ogSTIr\4lryORCOl

77 259 CT EOL 3250 060SCC01IVORC02
77 259 Cr EOL 3250 0óOSCC01I 'ORC02
't7 259 C-T'EOL 3250 ogS'flN,fWORC0l
77 259 CT EOL 3250 09STI\íI fORCol

77 259 CT EOL 3250 060SCCI\^/ORC01
17 260 CT EOL 3250 060SCC0]WORCo3
77 260 CT EOL 3250 lOSTIl\lt^/ORC0l

17 260 CT EOL 3250 06C)SCC0]WORCo3

77 260 CT EOL 3250 060SCC0] WORCo3

77 260 CT EOL 3250 O9STIÌ\,|WORC0]

77 260 CT EOL 32s0 O9STIÌ\íI'VORC01

77 807 CT EOL 3250 060SCC01WORC01
77.804 CT EOL 3250 060SCC01WORC01

77 235 AD-76777-07-60

Federal

CFDA

Number

17 268

77 207

20 706

45 767

66 811

66 878

77 267 8ø96

Pass-Through

Identifving

Number

Federal

Expenditures

715,232

101,28s

72,494

2247
76,896

947,572
72,785

644,172

37,095

1,398,410

81,965

589,542

77,077

25,478

5,685

63,512

925,637

61,642

682,933

40,626

779

3,724

749

10,838

6,576,M9

3-25-0053-36-2008

Not ApplicabÌe

Not Applicable

Not Applicable

2,400,986

583,036

24,026

607,062

(continued)

Reports ott IC otrer Finnncial Reporting,
Complimrce nnd Federnl Autul Progrnms

City oÍ Worcß t er, M øs s a clu s ett s



SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Federal Grantor/
Pass-Tfuouqh Cràntor/

Program

U.S. Department of Education
Direct P¡oøans:

Safe & Drug Free Schools md Corouities -

National Program
National Professional Development Program
School Comseling Grmt
Teachilg Anericm History Grant
Advmced Placement lncentive
Earlv Reading First
Literacv Through School Libraries

Passed lhrguRh lhe Stdte Depdrtmenl of Elemenldry &
Secondarv Education:

Tille l, Port A Chtslu

Title I Distribution (fiscal vear 2009)

Title I Distribution (fiscal ¡,ear 2010)

Title I School Support (fiscal year 2009)

Title I School Support (fiscal t,ear 2010)

Title I Academic Achieveuent (fiscal year 2010)

Title I Prograûì Improvement
Title I Crants - Recoven, Act

Sprc¡nl Edrcot¡on Ch t sl er

SPED 94-142 Allocation (fiscal vear 2009)

SPED 94-142 Ailocation (fiscal year 2010)

SPED Program Improvement (fiscal ),ear 2009)

SPED Secondari, Readirg (fiscal year 2009)

SPED Secondary Reading (fiscal year 2010)

Sf'ED lvlass Urban (fiscal _year 2009)

SPED lvlass Urban (fiscal vear 2010)

SPED IDEA - Recove4, Act

Specin I Ed u cn li ot t Cl t r ster (cou ti n t ed)

SPED Ear\'Childìroocl Allocation (fiscal vear 2009)

SPED Eatly Chilclhood AlJocation (fiscal ),ear 2010)
Kirdergarten Curiculum Development (fiscal year 2009)
Kindergarten Cuniculum Development (fiscal year 2010)
Project Impact
SPED Earl), ChiÌdhood - Recovery Act

Passed through the State Deparhnent of Elementary &
Secondary Education (continued):

Occupational Education-Vocational Skills (fiscaì year 2009)

Occupational Education-Vocational Ski.lls (fiscal vear 2010)

State Leadership - Research Graìts (fiscal year 2010)

Safe md Drug-Free Schools (fiscal vear 2009)

Safe md Drug-Free Schools (fiscal year 2010)

Edtcntiott of Homeless Children onrl Yoilth Clxster
Educatiol fo¡ Honeless Children & Youth (fiscaì year 2009)
Education for Homeless Children & Youth (fiscal,vear 2010)
Education fo¡ Horneless Child¡en & Youth - Recovery Act

21st CentuÐ, CommitY Leaming Centers (fiscal year 2008)
21st Century Commmitv Leaming Cenfe6 (fiscal vear 2009)
21st Cenhrn, Community Leaming Centers (fiscal year 2010)
21st CentuÐ ConuruiÐ, Leamirìg Centers (fiscal t,ear 2009)
21st Centurv Courmuity Leaming Centers (fiscal year 2010)
21st Century Comunitl, Leaming Centers (fiscal vear 2010)
21st Century Cormuity Leamirg Centers (fiscal .vear 2010)
21st Cenilry Conìmuitv Leamùìg Centers (fiscal vear 2010)

Fede¡al

CFDA

Nuorbe¡

84.184

84795

84 2158

84.215X

84 330C

84 359

84 3644

84 010

84 0r0

84 010

84 010

84 0r0

84,010

84 389

84 027

84 027

84 027

84 027

84 027

84 027

84 027

84.391

84773
84 773

84.173

84.773

84 773

84 392

84 048

84 048

84 048

84 186

84.186

84.796

84 796

84 387

84287
84 287

84 287

84287
84287
84 287

84 287

84 287

Pass-fhrongh

ldenliJving

Nunber
Federal

Expenr'litures

Not Applicable
Not Applicable
Not Applicable
Not Applicable
Not Applicable
Not Applicable
Not Ap¡rlicable

305-22s 9 0348-l

30s 000-0-0348-K

323-004-9,0348-J

323-004-0-0348-K

31 6,0r r -0-0348-K

322-021 -0-0348-K

770-140-0-0348-K

240-269-9-0348-l
240-051 0 0348 K
274 7s3 9-0348 l
267-004-9-0348,J

267-003 0-0348-K
240-270-9-0348,1

240-0s0-0-0348-K
760-283-0-0348-K

26209 \,Vo¡cesler Public
262.10 Worcester Ptrblic

264-0t2-9-0348-l
26+008-0-0348-K
297-160-0-0348-K

76210 \Vorcester Public

400-053-9-0348-J

400-048-0-0348-K

411-029-0-0348-K

33r -083 9-0348-J

331-080-0-0348-K

310-03s-9-0348-l
31 0,006-0,0348-K
75s,007-0-0348-K

647-O47-8-0348-r

647-006-9-0348-l
647-053-0-0348-K
647-057-9 O348-J

647-017-0-0348-K
647-037-0-0348-K
647-079-0-0348-K
647-709-0,0348,K

500

52

363,093

539,082

r 75,338

r04,714
60,779

3,610,226

7,826,482

1il,293

3'14,995

390

90,902

1,837,432

396,536

5,576,674
E7 0?5

15,861

5,8U
13,1 68

26,014

2,273,465

80,287

7,482
9,934

18,947

899

62,324

55,824

379,687

195

157,497

36,745

36,374

40,743

t2,480

152

129,305

255,900

207,776

930,828

294,160
8,736

4,599

Reports on IC ouer Finsttcial Reporting,
Contpliartce nrul Federnl Au¡anl Progrtms

City of Worcesl?r, Masslclnßetts



SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Federal Grantor/
Pass-Through Granto¡/

Program

U.S. Department of Education (continued)
Passed through the State Departnìent ol ElementdÐ, &

SecondaÐ, Education (coptinued):

Educnfíoml Tdnology Stnle Grauts CItßler
Enlrmced Erlucation Through Techrologl, (fiscal vear 2009)

Enìanced Education Through Techrologr, (fiscal vear 2010)

[ntegrated Tecluology Models (fiscal year 2009)

Integrated TechnologJ¡ Nlodels (fiscal vear 2010)

Technology Enhancement - Options (fiscal vear 2009)

Techrology Eniancement - Options (fiscal vea¡ 2010)

Techrology Data Driven Decisions (fiscal year 2009)

Enhanced Education Through Techrologr,- Recovery Act

'frmsition to Teaching (fiscal vear 2008)

Reading First (fiscal vear 2008)

Readirg First (fiscal 1'ear 2009)

Reading First (fiscal year 2010)

Title III - EngLish Language Acquisition (fiscal vear 2009)

Title III - English Lilguage Acquisition (fiscal year 2010)
Titìe III - English Language Acquisition (fiscal vear 2009)
Title III - English Language Acquisition (fiscal year 2009)

Title tIA - Improving Teacher Quality (fiscal year 2009)

Title IIA - lmproving Teacher Qualitl, (fiscal year 2010)

StreanÌIine Da ta N{anagement Systens
School Design ild Restructuring Program (fiscal ve¿r 2009)

School Desigr and Restructud¡g Program (fiscal 1,ear 2010)

School Design and Reslructurirìg Progam (fiscal vear 2010)
Americaì Recovery aId Reinvestment Act (ARRA) - State

Fiscal Stabilization Futl (SFSF)

Ame¡ical Recoven, and Reinvestment Act (ARRA) , State

Fiscal Stabilizatio¡r Fund (SFSF) - Govenr¡lent Se¡r'ices

Total U S DepaÌtment of Educatjon

U.S. Department of Health and Human Services
Direct P¡ograms:

Nledicaì Reserve Corps Small Grmt Program

Consolidated Krowledge Development and Application
Program

Head Slarl Clttster

Head Start Program

Head Staft Program - Recovery Act

Passed through the State Department of Social Services:
Promoting Safe and Sfable Familie s

Passed tfuough the State Department of Public Heaìth:
Public Health and Social Services Emergencl, Fucl
Public Health Energenq, Preparedress
Public Health Emergency Preparedness
Ctrildhood Lead Poisonirg Preve¡ìtjon Program
Centers for Disease Control & Prevention -

Investigations ancl Technical Assistarce
National Biotenorism Hospital Preparedness Program
Substilce Abuse Prevention and Treatment (SAPT) Block Grant

Passed th¡ough the St¿le Depdrtment ol He¿lth aild Human
Senices:

School-Based lvledicaid Reimbursement Program

Total U S Departme¡lt of Health and Huma¡r Seryices

Fede¡al

CFDA
Numbe¡

84.318

84.318

84 318

84 318

84 318

84 318

84 318

84.386

84 350

84357
84357
84.357

84.3ó5

84 365

84 365
8.1 365

84367
84367
84.372

84 377

843n
84 377

84.394

84 397 A

Pass-Through

Identifying
Numbe¡

Federal

Expenditures

160-r 6s-9-0348-J

1 60-1 07-0-0348-K

1 65-0 I 0-9-0348-J

I 65-006-0-0348-K

170-009,9-0348-J

170-010-0-0348-K

764-009-9-0348-I

776-026-0-0348-K

72400lvoRCESTERPS0066
728-024-8-0348-I

728 077-9-0348-l
728-006-0-0348-K

180-022-9-0348-J

180-0,14-0-0348-K

180-068-9-0348-J

180-083-9-0348-J

740-073-9-0348-l

140-196-0-0348 K
120-005-0-0348-K

si0-009-9 0348-J

5r0-0r3-0-0348-K
5r 0-024-0-0348-K

780-093-0-0348-K

s3974090022

15,1 61

6,141

65,001

9,431

5t,466
49,743

47,879

48,75)

1.1,552

205
727,907

53,969

357,285

453,089

6,408

4,950
1,639,937

790,584

75

52,O94

4,610
),875

71,776,320

685,433

93 008

93 230

93 600

93 708

93.556

93.003

93 069

93 069

93 797

93 283
93 889

93 959

93 778

Not Appbcable

Not r\pplicable

Not Applicable

Not Applicable

INTF000000995071 9142

tNT F 6207 P 0 r \N 9n 7 09 25

4516-7021

4510-0404

tNTF7900NtN{370r 5r 6t 3s

TNTF62O8PO1 RFR459O3 I
INtt6207P01906110929

lN] F2354NJì\,f3901 11 5036

M,600,687

s,093

737,721

5,364,192

278,998

133,039

7,319

276,406

2,178,599

78,320

135,680

70,480
793,729

7,421,807

t0,227,383

(continued)
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED IUNE 30, 2O1O

Federal Grantoy'
Pass-Th¡oush G¡mtor/

Program

Fede¡aì

CFDA

Numbe¡

Pass- Ihrough

ìtlentifi,irg
Numbe¡

Federaì

Expenditures

4,654

37

8,096

Corporation for National and Community Seruice
Passed th¡ough Lhe State Departmenl of Elemental, &:

Secondarv Education:
Leam md Serve America - School mcl Commmity Based

Programs (fiscal year 2009)
Leam and Serve America - School and Communitv Based

Programs (fiscal vear 2010)

Leam md Sewe America - School and Comunity Based
Programs (fiscal year 2009)

Leam md Serve Amedca - School ancl Commmitv Based
Program (fiscal year 2010)

Total Corporation for National md Commuitv Service

U.S. Department of Homeland Security
Passed through the State Executive Office of Public Safeh, &

Homelmd Securi[,:
Homelmd Securitv Grmt Program (fiscal year 2006)

Homelmd Security Grant Program (fiscal year 2002)
Passed tfuough tle State Office of Emerqencv Manaqement:

Public Assistmce Grants

Emergencv Managerent Perfomance Grmts

Total U S. Department of Homelmd Securitl,

Total

See notes to schedule of expenditures of fede¡al awards

94 004

94 004

94.004

94 004

97 004

97.067

97 036

97 042

354-076,9-0348-J

354-058-0-0348-K

3s5-012-9-0348-J

354-030-0-0348-K

SCEPSMMRSO6WORCESTER

SCEPSNINIIìSOTWORCESTER

CT CDA 09FEMA1813WORC

CT CDA O9EMPCOTOO'\A/ORC

77,782

34,558

280,1 l8
2,500

328,958

90,912,338

(concluded)
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Notes to Schedule of Expenditures of Federal Awards For the Fiscal Year Ended June 30, 2010

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the City of
Worcester, Massachusetts and is presented on the cash basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of Støtes, Local Goaernments, nnd
Non-Profit Orgønizøtions. Therefore, some amounts presented in this schedule may differ from amounts presented
in, or used in the preparation ol the financial statements.

Note 2 - U.S. Department of Agriculture

The amount reported for the Food Distribution Program represents non-monetary assistance and is reported in
the schedule at the fair market value of the commodities received. The amounts reported for the School Breakfast
Program, National School Lunch Program, Summer Food Service Program for Children, Child Nutrition
Discretionary Grants - Recovery Act, and Fruit and Vegetable Program represent cash receipts from federal
reimbursements.

Note 3 - U.S. Department of Commerce

The amount reported for the Investments for Public Works and Economic Development Facilities program
represents federal cash receipts.

Note 4 - U,S. Department of Transportation

The amount reported for the Airport Improvement Program represents federal cash receipts.

Note 5 - U.S. Department of Health and Human Services

The amount reported for the School-Based Medicaid Reimbursement Program represents federal reimbursements
for the Administrative Activity Claims,

Note 6 - U.S. Department of Homeland Security

The amounts reported for the Public Assistance Grants and the Emergency Management Performance Grants
represent federal cash receipts.

Reports on IC Oaer Finønciøl Reporting,
Compli ønce ønd F e derøl Aw ør d P r o gr øm
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Notes to Schedule of Expenditures of Federal Awards For the Fiscal Year Ended June 30, 2010

Note 7 - Sub-recipients

The City of Worcester, Massachusetts provided the following awards to sub-recipients for the fiscal year ended

June 30, 2010:

Program Description
CFDA

Number Amount

Community Development Block Grant
Emergency Shelter Grants Program
Supportive Housing Program
Shelter Plus Care

HOME Program

Housing Opportunities for Persons with AIDS
Cornmunity Development Block Grant Recovery (CDBG-R)
Lead-Based P aint Hazard Control Grant
Violence Against Women Formula Grants
Edward Byrne Memorial Justice Assistance Grant Program
WIA Youth Activities
WIA Youth Activities - Recovery Act
Environmental Policy and Innovation Grants
Promoting Safe and Stable Families

Total 9,557,206

Reports on IC Ooer Finønciøl Reporting,
C ompliønc e ønd E e der øl Aw ør d Pro gr øm

"t4.21,8

L4.237

't4.235
-14.238

"t4.239

"14.247

14.253

1,4,900

16.588

76.738
"t7.259

77,259

66.871

93.556

2,222,664

765,698

1.,532,603

218,792

2,703,946

355,562

289,-185

274,628

17,076

27,0-13

7,149,537

515,777

567,723
't29,008
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Schedule of Findings and Questioned Costs For the Fiscal Year Ended June 30, 2010

A.

1

2

J

Summary of Auditors' Results

The auditors' report expresses an unqualified opinion on the financial statements of the City of Worcester,
Massachusetts.

There were no significant deficiencies disclosed during the audit of the basic financial statements.

No instances of noncompliance material to the financial statements of the City of Worcester, Massachusetts,
which would be required to be reported in accordance with Goaernment Auditing Støndords, were disclosed
during the audit.

Material weaknesses in internal control over major federal award programs disclosed during the audit are
reported in the Independent Auditors' Report on Compliance with Requirements that Could Have a Direct
and Material Effect on Each Major Program and on Internal Control Over Compliance in Accordance with
OMB Circular A-133.

The auditors' report on compliance for the major federal award programs for the City of Worcester,
Massachusetts expresses a qualified opinion on the CDBG - Entitlement Grants Cluster program, and an
unqualified opinion on all other major federal award programs.

Audit fìndings that are required to be reported in accordance with Section 510(a) of OMB Circular A-133 are
reported in this schedule on pages "16-27.

Reports on IC Oaer Finønciøl Repofüng,
Compliønce ønd FederøI Au.tørd Progrøm

4

5

6
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Schedule of Findings and Questioned Costs For the Fiscal Year Ended June 30, 2010

7. The programs tested as major programs were:

Program Description CFDA Number
Child N u tri ti on Clu s ter

School BreaKast Program
National School Lunch Program
Summer Food Service Program for Children

CDBG - EntitLentents Grnnts Cluster
Community Development Block Grant
Community Development Block Grant Recovery (CDBG-R)

WIA CLuster

WIA Adult Program
WIA Adult Program - Admin Costpool
WIA Adult Program - Recovery Act
WIA Adult Program - Recovery Act Admin Costpool
WIA Youth Activities
WIA Youth Activities - Admin Costpool
WIA Youth Activities - Recovery Act
WIA Youth Activities - Recovery Act Admin Costpool
WIA Youth Incentive
WIA Rapid Response Grant
WIA Rapid Response Grant - Recovery Act
WIA Dislocated Workers
WIA Dislocated Workers - Admin Costpool
WIA Dislocated Workers - Recovery Act
WIA Dislocated Workers - Recovery Act Admin Costpool

Title I, Pnrt A Cluster
Title I Distribution
Title I School Support
Title I Academic Achievement
Title I Program
Title I Grants - Recovery Act

Special Education Cluster
SPED 94-142 Allocation
SPED Program Improvement
SPED Secondary Reading
SPED Mass Urban
SPED Early Childhood Allocarion
Kindergarten Curriculum Development
Project Impact
SPED IDEA - Recovery Act
SPED Early Childhood - Recovery Act

American Recovery and Reinvestment Act (ARRA) - State Fiscal Stabilization Fund (SFSF)

Head Start Cluster
Head Start Program
Head Start Program - Recovery Act

8. The threshold used for distinguishing between Type A and B programs was fi2,727,270.

9, The City of worcester, Massachusetts did not qualify as a low-risk auditee.

10.553

10.5ss

10.559

74.218

14.253

17.258

77.258

17.258

1,7.258

77 259

77.259

17.259
'17,259

17,259

1,7.260
'17.260

1,7.260

77 260

77.260

17,260

84.010

84,010

84.010

84.010

84.389

84.027

84.027

84.027

84.027

84773
84.173

84.773

84.39"1

81392

84.394

93.600

93.708

Reports on IC Oaer Finønciøl Reporting,
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Schedule of Findings and Questioned Costs For the Fiscal Year Ended June 30, 2010

B. Findings - Financial Statement Audit

None.

C. Findings and Questioned Costs - Major Federal Award Programs Audit

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

MøteriøI Weøknesses in the Internøl Control oaer Møjot Progrøms

10-1 Community Development Block Grant - Entitlement Grants Cluster - CFDA No.'s 14.218 and "14.253;

Fiscal year ended June 30, 2010

Condition ønd Criteriø: The City did not comply with the allowable costs/cost principles compliance
requirements related to the program. Internal controls should be designed and implemented to ensure
that the City adheres to the compliance requirements of federal award programs as outlined in OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations (OMB Circular A-
133), and OMB Circular A-87, Cost Principles for State, Local and Indian Tribal Governments (OMB
Circular A-87).

Cause: Internal controls are not in place to maintain the required time and effort reports, (i.e., periodic
certifications, personnel activity reports, time sheets) suppårting the salaries and wages chargãd to the
grant program for all grant employees.

Effect: Noncompliance with the federal award program's allowable costs/cost principles compliance
requirements could occur and not be detected and corrected timely.

Auditors' Recommendation: Internal controls surrounding the federal award program should be
implemented to maintain the required documentation for all salaries and wages charged to the grant
progaam, and to adhere to all of the federal allowable costs/cost principles compliance requirements, as
prescribed in OMB Circulars A-87 and A-133.

Grqntee Response: For fiscal year 2010, the substantiation (time sheets) was not maintained consistent with
the requirements of the federal program allowable costs/cost principles. Contributing to this deficiency
was the reduction in the administrative support in the City's Department of Inspectional Services
Department. Recognizing that this administrative deficiency would continue into fiscal year 2011, the
City has transitioned from an hourly to a fee for service reimbursement, which is administratively
manageable with the resources available.

10-2 Community Development Block Grant - Entitlement Grants Cluster - CFDA No,'s 14.218 and -1,4.253;

Fiscal year ended June 30, 2010

Condition and Criteriø: The City did not comply with the sub-recipient monitoring compliance
requirements related to the program. Internal controls should be designed and implemented to ensure
that the City adheres to the compliance requirements of federal award programs as outlined in OMB
Circular A-133 and OMB Circular A-87.

Cquse: Internal controls are not in place to maintain documentation of monitoring activities performed
for the City's sub-recipients.

Reports on lC Oaer Finønciøl Reporting,
Compliønce ønd Federøl Awørd Progrøm

City of Worcester, Møssøchusetts 16



Schedule of Findings and Questioned Costs For the Fiscal Year Ended june 30, 2010

Effect: Noncompliance with the federal award program's sub-recipient monitoring compliance
requirements, as well as noncompliance by the sub-recipients, could occur and not be detected and
corrected timely.

Auditors' Recommendøfior; Internal controls surrounding the federal award program should be
implemented to perform and maintain documentation of the required sub-recipient monitoring activities,
and to adhere to all of the federal grant sub-recipient monitoring compliance requirements as prescribed
in OMB Circulars A-87 and A-133.

Grøntee Response: For fiscal year 2011,, where program monitoring is efficiently and effectively able to be
assumed by Administration and Finance at the point of reimbursement, the Administration and Finance
division shall perform program monitoring with desk audits. Where fieldwork is required, staff from
Neighborhood Services shall implement at minimum, a semi annual program monitoring schedule.

10-3 Community Development Block Grant - Entitlement Grants Cluster - CFDA No.'s 14,218 and 74.253;
Fiscal year ended June 30, 2010

Condition and Criteriø: The City did not comply with the rehabilitation special tests and provisions
compliance requirements related to the program. Internal controls should be designed and implemented
to ensure that the City adheres to the compliance requirements of federal award programs as outlined in
OMB Circular A-133 and OMB Circular A-87,

Cøuse: Internal controls are not in place to maintain rehabilitation contracts for all projects and to conduct
final inspections of the rehabilitation work performed.

E/ecf; Noncompliance with the federal award program's rehabilitation special tests and provisions
compliance requirements could occur and not be detected and corrected timely.

Auditors' Recontmendqtion: Internal controls surrounding the federal award program should be
implemented to maintain rehabilitation contracts and conduct final inspections of the work performed,
and to adhere to all of the federal grant rehabilitation special tests and provisions compliance
requirements as prescribed in OMB Circulars A-82 and A-133,

Grantee Response'. For fiscal year 2011,, the City shall implement procedures for final inspections to include
review of all permits and inspections conducted by the City's Department of Inspectional Services.

Møteriøl Noncompliønce Reløted to Møjor ProgrØtns

1'0-4 Community Development Block Grant - Entitlement Grants Cluster - CFDA No.'s 14.218 and 14,253;
Fiscal year ended June 30, 2010

Condition and Criteria: Program management did not maintain the required documentation related to the
support of salaries and wages related to its major programs as prescribed in OMB Circular A-87, Cost
Principøls for Støte, LocøI ønd Indian Tribnl Goaernments. Procedu¡es to ensure accountability for
authorization of fedetal grant charges must be in place to determine allowable costs and cost principles

Cause: Procedures are not in place to accumulate the required documentation.

Effect: As a result of the required documentation not being maintained, the salary charges are subject to
disallowance and considered questioned costs.

Reports on IC Oaer Finønciøl Reporting,
Compliønce ønd Federøl Azaørd Progrøm

City of Worceste4 Møssøchusetts 77



Schedule of Findings and Questioned Costs For the Fiscal Year Ended June 30, 2010

Questioned Cosfs: Questioned salary costs charged to the CDBG - Entitlement Grants Cluster program
tota1fi429,815. This is considered material to the program.

Auditors' Recommendation: Procedures must be implemented to ensure that appropriate supporting
documentation is maintained and program management is aware of all compliance requirements of its
major programs, including the allowable cost/cost principles requirements noted above. For employees
that work on both CDBG - Entitlement Grants Cluster program and other non-grant related activities,
personnel activity reports must be maintained that (1) reflect an after-the-fact distribution of the actual
activity of the employee, (2) account for the total activity for which the employee is compensated, (3) are
prepared at least monthly and coincide with one or more pay periods, and (4) must be signed by the
employee.

For employees that work solely on the CDBG - Entitlement Grants Cluster program, periodic
certifications that the employees worked solely on that program for the period covered by the
certification must be completed semi-annually and signed by the employee or supervisory official having
first hand knowledge of the work performed by the employee.

Grantee Response: For fiscal year 201,0, the substantiation (time sheets) was not maintained consistent with
the requirements of the federal program allowable costs/cost principles. Contributing to this deficiency
was the reduction in the administrative support in the City's Department of Inspectional Services
Department. Recognizing that this administrative deficiency would continue into fiscal year 2071, the
City has transitioned from and hourly to a fee for service reimbursement which is administratively
manageable with the resources available.

10-5 Community Development Block Grant - Entitlement Grants Cluster - CFDA No.'s 14.218 and14.253;
Fiscal year ended June 30, 2010

Condition qnd Criteria: The sub-recipient files tested did not contain documentation of monitoring
activities performed, and did not contain OMB Circular A-133 audit reports for the sub-recipients that
were subject to such an audit. Federal guidelines require that pass-through entities conduct during-the-
award monitoring of the sub-recipients and ensure that the sub-recipients expending more than $500,000
of federal awards in the fiscal year have met the OMB Circular A-133 audit requirements.

Cøuse: Procedures are not in place to ensure that the required documentation supporting the sub-
recipient monitoring activities is maintained.

Effect: Program management is not in compliance with the federal grant sub-recipient monitoring
requirements.

Questioned Cosfs; There are no questioned costs associated with this finding.

Auditors' Recommendøtion: Procedures should be implemented to ensure that during-the-award
monitoring of all the sub-recipients are performed each year through reporting, site visits, and other
reasonable means, and that documentation supporting the monitoring activities and sub-recipients'
compliance with OMB Circular A-133 audit requirements is maintained in the sub-recipients' files.

Grqntee Response: For fiscal year 207L, where program monitoring is efficiently and effectively able to be
assumed by Administration and Finance at the point of reimbursement, the Administration and Finance
division shall perform program monitoring with desk audits. Where fieldwork is required, staff from
Neighborhood Services shall implement at minimum, a semi annual program monitoring schedule.

Reports on lC Oaer Finønciøl Repofüng,
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Schedule of Findings and Questioned Costs For the Fiscal Year Ended June 30, 2010

Other Noncompliønce Reløted to Møior Progrøffis

10-6 Community Development Block Grant - Entitlement Grants Cluster - CFDA No,'s 14.218 and"14.253;
Fiscal year ended June 30, 2010

Condition ønd Criteriø: None of the rehabilitation project files tested contained evidence of any final
inspections being performed. Additionally, one of the project files tested did not contain a conhact or
scope of services detailing the required rehabilitation work based on the pre-rehabilitation inspection. As
stated in the federal compliance supplement the City is required to identify the deficiencies determined
through pre-rehabilitation inspections conducted in the rehabilitation contracts, and perform final
inspections of the rehabilitation work done to verify that the work is in accordance with the contract
specifications, prior to making payments.

Cause: Procedures are not in place to ensure that all rehabilitation contracts are maintai¡ed and final
inspections are performed for all rehabilitation projects.

Effect: The rehabilitation expenses charged to the grant program for which a rehabilitation contract did
not exist andf or final inspections were not performed are subject to disallowance and considered
questioned costs.

Questioned Cosfs; Questioned costs related to this finding total 9130,366.

Auditors' Recommendøtion: Ptocedures must be implemented to ensure that rehabilitation contracts are
maintained and final inspections are performed on all rehabilitation projects to verify that the work is
completed in accordance with the contract specifications, prior to making payments, and that the
inspection documentation is maintained as a permanent record.

Crantee Response: For fiscal year 2011,, the City shall implement procedures for final inspections to include
review of all permits and inspections conducted by the City's Department of Inspectional Services.

70-7 Community Development Block Grant - Entitlement Grants Cluster - CFDA No.'s 14.218 and'14,253;
Fiscal year ended June 30, 2010

Condition and Criteriø: Program management did not file the required quarterly "SF-272, Federal Cash
Transaction Reports" with the U,S. Department of Housing and Urban Development during the program
year for the Community Development Block Grant Recovery (CDBG-R) program.

Cøuse: Procedures are not in place to submit the required reports for all programs in the Cluster.

Effect: Program management is not in compliance with federal grant reporting requirements.

Questioned CosÉs: There are no questioned costs related to this finding.

Auditors' Recommendøtion: Procedures must be implemented to ensure that the "SF-272, Federal Cash
Transaction Reports" are filed with the U.S. Department of Housing and Urban Development (HUD) in a
timely manner for all programs in the Cluster.

Crrmtee Response: The City shall file the required SF-272, Federal Cash Transaction Reports, timely,

Reports on IC Ooer Finønciøl Reporting,
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Schedule of Findings and Questioned Costs For the Fiscal Year Ended lune 30, 2010

DEPARTMENT OF EDUCATION

Møteriøl Weøknesses in the lnternøl Control oaer Møjor Progrøtns

10-8 Title I, Part A Cluster - CFDA No.'s 84.010 and 84.389; Fiscal year ended June 30, 2010

Condition qnd Criterira: The City did not comply with the activities allowed or unallowed and allowable
costs/cost principles compliance requirements related to the program. Internal controls should be
designed and implemented to ensure that the City adheres to the compliance requirements of federal
award programs as outlined in OMB Circular A-133 and OMB Circular A-87,

Cøuse: Internal controls are not rn place to submit an original contract or a contract amendment with the
granting agency that identifies the actual indirect cost rate used to charge indirect costs to the grant
program, Additionally, internal controls are not in place to maintain the required documentation
supporting the salaries and wages charged to the grant program for all employees.

Ë/ecf; Noncompliance with the federal award program's activities allowed or unallowed and allowable
costs/cost principles requirements could occur and not be detected and corrected timely.

Auditors' Recommendøtion: Internal controls surrounding the federal award program should be
implemented to ensure that original contracts or contract amendments are filed with the granting agency
that specify the actual indirect cost rate used to charge indirect costs to the grant program, and that all
salaries and wages expenses charged to the grant program are supported by the required documentation,
as prescribed in OMB Circulars A-87 and A-133.

Grqntee Response: Consistent with OMB Circular A-87, the City of Worcester began assessing all grants a
1% indirect cost rate reimbursement after obtaining approval from the City's federal cognizant agent
(HUD) in fiscal year 1992. For fiscal year 2010, the City submitted and obtained a revised Administrative
Cost Allocation Plan to if s federal cognizant agent (HUD) and were approved an increase, from 1% to
3%, to the City's indirect cost rate reimbursement. The Worcester School Committee and Administration
contends that pursuant to Massachusetts General Laws (MGL) 44-53A, grant spending must be
authorized by the School Committee.

The name of one instructional assistant was inadvertently omitted from the list of 227 Title I funded
employees when the list was updated. The employee in question has in fact been determined to be
working on Title I program related activities. We are reviewing our procedures for compiling and
maintaining certification reports listing grand funded employees.

10-9 Special Education Cluster - CFDA No.'s 84.027,84.173,84.391, and 84.392; Fiscal year ended |une 30, 2010

Condition ønd Criteria: The City did not comply with the activities allowed or unallowed and allowable
costs/cost principles compliance requirements related to the program. Internal controls should be
designed and implemented to ensure that the City adheres to the compliance requirements of federal
award programs as outlined in OMB Circular A-133 and OMB Circular A-87.

Cøuse: Internal controls are not in place to submit an original contract or a contract amendment with the
granting agency that identifies the actual irdirect cost rate used to charge indirect costs to the grant
Program. Additionally, internal controls are not in place to maintain the required documentation
supporting the salaries and wages charged to the grant program for all employees.

Reports on IC Oaer FinønciøI Reporting,
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Schedule of Findings and Questioned Costs For the Fiscal Year Ended June 30, 2010

Efecú; Noncompliance with the federal award program's activities allowed or unallowed and allowable
costs/cost principles requirements could occur and not be detected and corrected timely.

Auditors' Recommendation: Internal controls surrounding the federal award program should be
implemented to ensure that original contracts or contract amendments are filed with the granting agency
that specify the actual indirect cost rate used to charge rndirect costs to the grant program, and that all
salaries and wages expenses charged to the grant program are supported by the required documentafion,
as prescribed in OMB Circulars A-87 and A-133.

Crøntee Response'. Consistent with OMB Circular A-87, the City of Worcester began assessing all grants a

1% indirect cost rate reimbursement after obtaining approval from the City's federal cognizant agent
(HUD) in fiscal year'1992, For fiscal year 2l-10, the City submitted and obtained a revised Administrative
Cost Allocation Plan to if s federal cognizant agent (HUD) and were approved an increase, from 1% to
3%, to the City's indirect cost rate reimbursement. The Worcester School Committee and Administration
contends that pursuant to MGL M-53A, grant spending must be authorized by the School Committee.

The names of three instructional assistants were inadvertently omitted from the list of 277 SPED grant
funded employees when the lists were updated. The employees in question have in fact been determined
to be working on Special Education program related activities; one of the employees was a short term
substitute, We are reviewing our procedures for compiling and maintaining certification reports listing
grant funded employees.

10-10 Special Education Cluster - CFDA No.'s 84.027,84J173,84.397, and 84.392; Fiscal year ended June 30, 2010

Condition snd Criteria: The City did not comply with the Davis-Bacon Act compliance requirements
related to the program, Internal controls should be designed and implemented to ensure that the City
adheres to the compliance requirements of federal award programs as outlined in OMB Circular A-133
and OMB Circular A-87.

Cause: Internal controls are not in place to obtain the required certified payrolls from the construction
vendors to ensure that the employees are being paid in accordance with the applicable prevailing wage
rate.

Effect: Noncompliance with the federal award program's Davis-Bacon Act compliance requirements
could occur and not be detected and corrected timely.

Auditors' Recommendøtion: Internal controls surrounding the federal award program should be
implemented to obtain the certified payrolls from all vendors contracted with for conshuction projects
charged to the grant program, and to adhere to all of the federal Davis-Bacon Act compliance
requirements as prescribed in OMB Circulars A-87 and A-133.

Crantee Response: The City of Wo¡cester Purchasing department shall commence monitoring activities
where the monitoring of the provisions of the Davis- Bacon Act are required upon notification from the
Worcester Public Schools' (WPS) grants office.

27 Reports on IC Oaer Finønciøl Reporting,
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Schedule of Findings and Questioned Costs For the Fiscal Year Ended June 30, 20L0

Noncompliønce Reløted to Møjor Progrøtns

10-11 Title I, Part A Cluster - CFDA No.'s 84,010 and 84.389; Fiscal year ended June 30, 2010

Condition and Criteriø: An indirect cost rate of 3% (as approved by HUD) of total receipts was used to
charge indirect costs to the grant program. Flowever, the indirect cost rate identified in the approved
grant contracts for the program was1,% of total receipts. Therefore, a discrepancy existed between the
indirect cost rate identjfied in the approved grant contract and the actual indirect cost rate charged to the
grant program.

Cøuse: Procedures were not in place to submit an original contract or a contract amendment with the
granting agency that identified the actual indirect cost rate used to charge indirect costs to the grant
program.

Effect: The actual indirect costs charged to the grants (at a rate of 3%) in excess of the indirect costs
identified in the approved grant contracts (at a rate of 7'/") are subject to disallowance and considered
questioned costs.

Questioned Cosús: Questioned costs related to this finding totalfi765,197.

Auditors' Recommendation: Procedures must be implemented to ensure that original contracts or contract
amendments are filed with the granting agency that specify the actual indirect cost rate used to charge
indirect costs to the grant program.

Crantee Response'. Consistent with OMB Circular A-87, the CiÇ of Worcester began assessing all grants a

1% indirect cost rate reimbursement after obtaining approval from the City's federal cognizant agent
(HUD) in fiscal year 1.992. For fiscal year 20-J.0, the City submitted and obtained a revised Adminishative
Cost Allocation Plan to it's federal cognizant agent (HUD) and were approved an increase, from L% to
3%, to the City's indirect cost rate reimbursement. The Worcester School Committee and Administration
contends that pursuant to MGL 44-53A, grant spending must be authorized by the School Committee.

10-72 Title I, Part A Cluster - CFDA No,'s 84.010 and 84.389; Fiscal year ended |une 30, 2010

Condition ønd Criterin: Program management did not maintain the required documentation related to the
support of salaries and wages for one employee whose salary was charged to the grant program as

prescribed in OMB Circular A-87. Procedures to ensure accountability for authorization of federal grant
charges must be in place to determine allowable costs and cost principles.

Cøuse: Procedures are not in place to accumulate the required documentation.

Effect: As a result of the required documentation not being maintained, the salary charges related to the
one employee are subject to disallowance and considered questioned costs.

Questioned CosÉs: Questioned salary costs charged to the Title I, Part A Cluster program tota|fi23,569.

Auditors' Recommendation: Ptocedures should be implemented to ensure that appropriate supporting
documentation is maintained for all salaries and wages charged to the grant program, For employees
that work on both Title I, Part A Cluster program and other non-grant related activities, personnel
activity reports must be maintained that (1) reflect an after-the-fact distribution of the actual activity of
the employee, (2) account for the total activity for which the employee is compensated, (3) are prepared at
least monthly and coincide with one or more pay periods, and (4) must be signed by the employee.
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For employees that work solely on the Title I, Part A Cluster program, periodic certifications that the
employees worked solely on that program for the period covered by the certification must be completed
semi-annually and signed by the employee or supervisory official having first hand knowledge of the
work performed by the employee.

Grantee Response'. The name of one instructional assistant was inadvertently omitted from the list of 227
Title I funded employees when the list was updated. The employee in question has in fact been
determined to be working on the Title I program related activities. We are reviewing our procedures for
compiling and maintaining all our certification reports listing grant funded employees.

10-13 Special Education Cluster - CFDA No.'s 84.027,84.173,84.391., and 84.392; Fiscal year ended june 30, 2010

Condition ønd Criteria: An indirect cost rate of 3% (as approved by HUD) of total receipts was used to
charge indirect costs to the grant program. Flowever, the indirect cost rate identified in the approved
grant contracts for the program was 7% of total receipts. Therefore, a discrepancy existed between the
indirect cost rate identified in the approved grant contract and the actual indirect cost rate charged to the
grant program.

Cause: Procedures were not in place to submit an original contract or a contract amendment with the
granting agency that identified the actual indirect cost rate used to charge indirect costs to the grant
Program.

Effect: The actual indirect costs charged to the grants (at a rate of 3%) in excess of the indirect costs
identìfied in the approved grant contracts (at a rate of 1,%) are subject to disallowance and considered
questioned costs.

Questioned Cosfs; Questioned costs related to this finding totalfi4,17\.

Auditors' Recommendqtion: Procedures must be implemented to ensure that original contracts or contract
amendments are filed with the granting agency that specify the actual indirect cost rate used to charge
indirect costs to the grant program.

Grøntee Response: Consistent with OMB Circular A-87, the City of Worcester began assessing all grants a
1% indirect cost rate reimbursement after obtaining approval from the City's federal cognizant agent
(HUD) in fiscal year 7992. For fiscal year 201.0, the City submitted and obtained a revised Administrative
Cost Allocation Plan to if s federal cognizant agent (HUD) and were approved an increase, from 1% to
3%, to the City's indi¡ect cost rate reimbursement. The Worcester School Committee and Administration
contends that pursuant to MGL 44-53A, grant spending must be authorized by the School Committee.

70-74 Special Education Cluster - CFDA No.'s 84.027,84.773,84.391, and 84.392; Fiscal year ended June 30, 2010

Condition ønd Criteria: Program management did not maintain the required documentation related to the
support of salaries and wages for three employees whose salaries were charged to the grant program as
prescribed in OMB Circular A-87. Procedures to ensure accountability for authorization of federal grant
charges must be in place to determine allowable costs and cost principles.

Cøuse: Procedures are not in place to accumulate the required documentation.

Effect: As a result of the required documentation not being maintained, the salary charges related to the
three employees are subject to disallowance and considered questioned costs.

Reports on lC Ooer Finønciøl Reporting,
Compliøn ce øn d F e derøl Aw ør d Pr o gr am

City of Worcester, Møssøchusetts 23



Schedule of Findings and Questioned Costs For the Fiscal Year Ended June 30, 2010

Questioned Cosús: Questioned salary costs charged to the Special Education Cluster program total $30,844.

Auditors' Recommendøtion: Procedures should be implemented to ensure that appropriate supporting
documentation is maintained for all salaries and wages charged to the grant program, For employeõs
that work on both Special Education Cluster program and other non-grant related activities, personnel
activity reports must be maintained that (1) reflect an after-the-fact distribution of the actual activity of
the employee, (2) account for the total activity for which the employee is compensated, (3) are prepared at
least monthly and coincide with one or more pay periods, and (4) must be signed by the employee.

For employees that work solely on the Special Education Cluster program, periodic certifications that the
employees worked solely on that program for the period covered by the certification must be completed
semi-annually and signed by the employee or supervisory official having first hand knowledge of the
work performed by the employee.

Grøntee Response: The names of three instructional assistants were inadvertently omitted from the list of
277 SPED grant funded employees when the lists were updated. The employees in question have in fact
been determined to be working on Special Education program related activities; one of the employees
was a short term substifute. We are reviewing our procedures for compiling and maintaining
certification reports listing grant funded employees.

10-15 Special Education Cluster - CFDA No.'s 84.027,84.173,84.397, and 84.392; Fiscal year ended ]une 30, 2010

Condition ønd Criteriø: Program management did not obtain the required certifìed payrolls from their
construction vendor and therefore did not verify that the employees were being paid in accordance with
the applicable prevailing wage rates.

Cause: Procedures were not in place to accumulate the required certified payrolls for the construction
contract greater than 92,000 funded with Federal grant funds.

Effect: As a resul! the construction labor expenditures charged to the grant are subject to disallowance
and considered questioned costs.

Questioned Cosfs; Questioned costs related to this finding total gg,000.

Auditors' Recomnrcndation: Procedures should be implemented to obtain the weekly certrfied payrolls
from all vendors contracted with to perform construction projects greater than $2,ó00 related to the grant
Program, and to ensure that the employees' salaries are in accordance with the applicable prevailing
wage rates prior to making payments to the vendors.

Crantee Response: The City of Worcester Purchasing department shalt commence monitoring activities
where the monitoring of the provisions of the Davis- Bacon Act are required upon notification from the
WPS'grants office.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

MøteriøI Weøknesses in the Internql Control oaer Møjor Progrøms

70-76 Head Start Cluster - CFDA No.'s 93.600 and93.708; Fiscal year ended June 30, 2010

Condition qnd Criteria: The City did not comply with the activities allowed or unallowed and allowable
costs/cost principles compliance requirements related to the program. Internal controls should be
designed and implemented to ensure that the City adheres to the compliance requirements of federal
award Programs as outlined in OMB Circular A-133 and OMB Circular A-87.

Cøuse: Internal controls are not in place to submit an original contract or a contract amendment with the
granting agency that identifies the actual indirect cost rate used to charge indirect costs to the grant
Program. Additionally, internal controls are not in place to maintain the required documentation
supporting the salaries and wages charged to the grant program for all employees.

Ë/ecfr Noncompliance with the federal award program's activities allowed or unallowed and allowable
costs/cost principles requirements could occur and not be detected and corrected timely.

Auditors' Recommendøtion: Internal controls surrounding the federal award program should be
implemented to ensure that original contracts or contract amendments are filed with the granhng agency
that specify the actual indirect cost rate used to charge indirect costs to the grant program, and that all
salaries and wages expenses charged to the grant program are supported by the required documentation,
as prescribed in OMB Circulars A-87 and A-133.

Grantee Response: Indirect cost charges appear in the Head Start budget as administration costs. These
are allowable costs of the program as long as they do not cause total administrative expenditures to
exceed 15% of the entire program budget, which they do not.

The salary costs in question were reimbursements for two custodial employees paid by the school
department to maintain Head Start facilities. These are allowable costs of the program. Since they are
not considered Head Start employees, they do not appear on the list of approximately 767 program staff ,
but are certified on a separate list of school department employees charged to the Head Start program.
We will continue to review our procedures for maintaining certification reports listing grand funded
employees.

10-17 Head Start Cluster - CFDA No.'s 93.600 and93.708; Fiscal year ended June 30, 2010

Condition and Criteriø: The City did not comply with the Davis-Bacon Act compliance requirements
related to the program. Internal controls should be designed and implemented to ensure that the City
adheres to the coÃpliance requirements of federal u*urã programs as outlined ìn OMB Circular A-133
and OMB Circular A-87.

Cause: Internal controls are not in place to verify that employees' salaries paid, as identified in the
certified payrolls from the construction vendors, are within the applicable prevailing wage rates.

Effect: Noncompliance with the federal award program/s Davis-Bacon Act compliance requirements
could occur and not be detected and corrected timely.
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Auditors' Recontmendaflonr Internal controls surrounding the federal award program should be
implemented to review the certified payrolls from vendors to ensure that the employees performing
construction work were paid within the applicable prevailing wage rates, and to adhere to all of the
federal Davis-Bacon Act compliance requirements as prescribed in OMB Circulars A-87 and A-133.

Crantee Response: The City of Worcester Purchasing department shall commence monitoring activities
where the monitoring of the provisions of the Davis- Bacon Act are required upon notification from the
WPS'grants office.

Noncompliønce Reløted to Møjor Progrøms

10-18 Head Start Cluster - CFDA No.'s 93.600 and93.708; Fiscal year ended June 30, 2010

Condition and Criteria: An indirect cost rate of 3% (as approved by HUD) of total receipts was used to
charge indirect costs to the grant program, However, an i¡direct cost rate wasn't identified (nor were any
indirect costs allocated) in the approved grant contracts for the program, Therefore, a discrepancy in
indirect costs existed between the approved grant contract and the actual ìndirect cost rate charged to the
grant program.

Cøuse: Procedures were not in place to submit an original contract or a contract amendment with the
granting agency that identified the actual i¡direct cost rate used to charge indirect costs to the grant
Program.

Effect: The actual indirect costs charged to the grants (at a rate of 3%) in excess of the indirect costs
identified in the approved grant contracts (at a rate of 0%) are subject to disallowance and considered
questioned costs.

Questioned Cosfs; Questioned costs related to this finding total $753,232.

Auditors' Recommendøtion: Procedures must be implemented to ensure that original contracts or cont¡act
amendments are filed with the granting agency that specify the actual indirect cost rate used to charge
indirect costs to the grant program.

Grantee Response'. Indirect cost charges appear in the Head Start budget as administrative. These are
allowable costs of the program as long as they do not cause total administrative expenditures to exceed
"15% of the entire program budget, which they do not.

70-79 Head Start Cluster - CFDA No.'s 93.600 and 93.708; Fiscal year ended June 30, 2010

Condition and Criterin: Program management did not maintain the required documentation related to the
support of salaries and wages for two employees whose salaries were charged to the grant program, as
prescribed in OMB Circular A-87. Procedures to ensure accountability for authorization of federal grant
charges must be in place to determine allowable costs and cost principles.

Cøuse: Procedures are not in place to accumulate the required documentation.

Effect: As a result of the required documentation not being maintained, the salary charges related to the
two employees are subject to disallowance and considered questioned costs.

Questioned Cosfs: Questioned salary costs charged to the Head Start Cluster program totalg95,2"l"l.

Reports on IC Oaer Finønciøl Reporting,
Compliønce øn d F eder øl Aw ør d P rc gr am

City of Worcester, Møssøchusetts 26



Schedule of Findings and Questioned Costs For the Fiscal Year Ended |une 30, 2010

Auditors' Recommendøtion: Procedures should be implemented to ensure that appropriate supporting
documentation is maintained for all salaries and wages charged to the grant program. For employees
that work on both Head Start Cluster program and other non-grant related activities, personnel activity
reports must be maintained that (1) reflect an after-the-fact distribution of the actual activity of the
employee, (2) account for the total activity for which the employee is compensated, (3) are prepared at
least monthly and coincide with one or more pay periods, and (4) must be signed by the employee,

For employees that work solely on the Head Start Cluster program, periodic certifications that the
employees worked solely on that program for the period covered by the certification must be completed
semi-annually and signed by the employee or supervisory official having first hand knowledge of the
work performed by the employee.

Grøntee Response: The salary costs in question were reimbursements for two custodial employees paid by
the school department to maintain Head Start facilities. These are allowable costs of the program. Since
they are not considered Head Start employees, they do not appear on the list of approximately 167
program stafl but are certified on a separate list of the school department employees charged to the Head
Start program. We will continue to review our procedures for maintaining certification reports listing
grant funded employees.

70-20 Head Start Cluster - CFDA No.'s 93.600 and93.708; Fiscal year ended June 30, 2010

Condition and Criteria: The City contracted with a vendor for a construction project related to the grant
program, and the employees performing the construction work were not paid in accordance with the
federal prevailing wage rate. Federal guidelines require that all employees of contractors or
subcontractors working on construction contracts in excess of $2,000 must be paid wages not less than the
applicable federal prevailing wage rates.

Cøuse: Procedures are not in place to verify that all employees of construction contractors and
subcontractors related to the grant program are paid within the applicable prevailing wage rates.

Effect: The construction expendifures charged to the grant are subject to disallowance and considered
questìoned costs.

Questioned Cosús; Questioned costs related to this finding tota|fi26,674.

Auditors' Recommendøtion: Procedures must be implemented to ensure that employees performing work
on construction projects greater than $2,000 are paid within appticable prevailing wage rates prior to
making payments to the vendors.

Grøntee Response: The City of Worcester Purchasing department shall commence monitoring activities
where the monitoring of the provisions of the Davis- Bacon Act are required upon notification from the
WPS'grants office.
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D. Summary of Prior Audit Findings

MAIOR FEDERAL AWARD PROGRAMS AUDIT

Department of Education

Significønt Deficiency in the Internøl Control oaer Møjor Progrøms Considered to be ø Møteriøl Weøkness

09-1 American Recovery and Reinvestment Act (ARRA) State Fiscal Stabilization Fund (SFSF) Grants - CFDA
No. 84.394; Fiscal year ended June 30, 2009

Condition: The results of our audit of the original Final Financial Report disclosed that the City had not
complied with the federal period of availability compliance requirements related to the program. As a
result, the City filed an amended Final Financial Report with the Massachusetts Department of
Elementary and Secondary Education (DESE) with revised expenditures that were obligated during the
allowable period of availability.

Current Støtus: This finding has been resolved.

Noncompliønce Reløted to Møior Progrøms

09-2 Special Education Cluster - CFDA No.'s 84.027 and 84.173; Fiscal year ended June 30, 2009

Condition: Program management did not file all Requests for Funds (Form RF-1) in a manner that would
minimize the time elapsing between the receipt and the disbursement of grant funds.

Current Støtus: This finding has been resolved.

09-3 Title I Distribution and Title I School Support - CFDA No. 84.010; Fiscal year ended june 30, 2009

Condition: Program management did not file all Requests for Funds (Form RF-1) in a manner that would
minimize the time elapsing between the receipt and the disbursement of grant funds.

Current Status'. This finding has been resolved.

09-4 Title III - English Language Acquisition - CFDA No. 84,365; Fiscal year ended June 30, 2009

Condition and Citeriø: Program management did not file all Requests for Funds (Form RF-1) in a manner
that would minimize the time elapsing between the receipt and the disbursement of grant funds.

Current Stqtus: This finding has been resolved.
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Department of Health and Human Services

Significønt Deficiency in the lnternøl Control oaer Møjor Progrøms Considered to be q Møteriøl Weøkness

09-5 Centers for Disease Control & Prevention - Investigations and Technical Assistance - CFDA No. 93.283;
Fiscal year ended June 30, 2009

Condition: The City did not comply with the allowable costs/cost principles compliance requirements
related to the program.

Cuwent Status: This finding has been resolved.

Møteriøl Noncompliønce Reløted to Møior ProgÍøms

09-6 Centers for Disease Control & Prevention - Investigations and Technical Assistance - CFDA No. 93.283;
Fiscal year ended June 30, 2009

Condition: Program management did not maintain the required documentation related to the support of
salaries and wages related to its major programs as prescribed in OMB Circular A-87, Cost Principals for
State, Local and lndian Tribal Governments.

Current Støtus: This finding has been resolved.
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