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Message from the Chief… 
On behalf of the Bureau of Audits, I am pleased to present the Fiscal Year 2014 Annual Report of Internal Audit 
Activities. The purpose of this report is to demonstrate that the internal audit function is operating as intended, and to 
establish our accountability to the Internal Audit Advisory Group. 

The Fiscal Year 2014 Audit Plan reflected a shift in our audit methodology to risk-based auditing and value creation, and 
continuous auditing/monitoring of critical controls.  The execution of continuous auditing/monitoring allows us to 
inform the Internal Audit Advisory Group and senior management whether controls are working as intended or are 
compromised.  The continued presence of our auditors, as a result of the value creation methodology and continuous 
auditing/monitoring translated to a decrease of special requests from senior management. 

During Fiscal Year 2014, the Bureau of Audits completed 10 audits and management and advisory service projects, and 
made 134 recommendations to improve operations or to strengthen internal controls.  The Bureau of Audits has also 
responded to departments’ and agencies’ requests providing examples of best practices and opinions regarding controls 
over processes and information systems.  Staffing levels decreased during Fiscal Year 2014 by two full-time equivalent 
positions, and one position was held vacant due to budgetary constraints. We will fill one Senior Internal Auditor 
position during February 2015, and the other two (Deputy Chief and Internal Auditor) will remain vacant due to 
budgetary constraints. 

Our primary strategic initiative for fiscal year 2015 is to upgrade our auditing software package and prepare for a quality 
assurance review. Obtaining the external quality assessment would ensure that the Bureau of Audits is maintaining 
conformance with the Institute of Internal Auditors (IIA) auditing standards, the IIA Code of Ethics, and enhance the 
professional and organization credibility of the Bureau of Audits. The external assessment is critical for the Bureau to 
maintain itself as an independent voice in its role to improve transparency and governance, as well as to ensure that 
state government funds are utilized in a cost-effective and efficient manner for all the stakeholders including those that 
depend upon government resources. 

 I would like to thank the Internal Audit Advisory Group for their continued support and advice.  I would also like to 
thank the internal audit team for their continued diligence and dedication to the citizens of our State, and to the internal 
audit profession.  

Respectfully submitted, 

 

 

Dorothy Z. Pascale, CPA, CFF 
Chief 
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Mission and Vision Statements 

Mission 
To provide independent and objective assurance regarding governance, risk management, and control processes.  To 
report about the effectiveness and efficiency of state operations, the reliability of financial reporting, and compliance 
with applicable laws, regulations, and contracts. 

Vision 
Be the independent voice which helps ensure that our state government resources are being utilized in a cost-efficient, 
effective manner and promote a control-conscious environment. Our guiding values include objectivity, independence, 
integrity, and professionalism. 
 
 

Introduction 
 

In order to meet the responsibilities and objectives as set forth in Rhode Island General Law §35-7, it is necessary for the 
Bureau of Audits (BOA) to perform reviews and audits of varying types and scopes, depending upon the circumstances 
and requests from management.  BOA reports functionally to the Internal Audit Advisory Group (Group) and 
administratively to the Director of the Department of Administration.  In keeping with the IIA Standards, the Chief must 
have a strong working relationship with the Group.  Therefore, the Chief provides results of audits, and other internal 
audit activities, to the Group.  Further, the Chief assists the Group to:  

 Ensure its charter, activities, and processes are appropriate to fulfill its responsibilities. 
 Ensure that the charter, role, and activities of internal audits are clearly understood. 
 Maintain open and effective communications with the group members and the chairperson. 
 Inform the audit group about emerging trends and best practices. 

 
 

Staffing and Professional Certification 
 

Staffing varied during the course of Fiscal Year 2014.  Total budgeted and approved positions for the Bureau remained 
constant at twelve FTEs; of these, eleven FTEs were filled for nine months of the fiscal year; see bullets below. 

 One Deputy Chief FTE was vacant for the entire fiscal year and will remain unfunded and vacant through Fiscal 
Year 2016.   

 One Senior Internal Auditor was on maternity leave for the last three months of the fiscal year. 
 One Internal Auditor was on family medical leave for the last two months of the fiscal year. 

The BOA professional staff includes auditors with considerable experience working in government, public 
accounting, and private business.  Staff members have diverse educational backgrounds including accounting, 
economics, business administration, information systems, taxation, and labor relations.   
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The staff held the following recognized professional certifications as of June 30, 2014: 
 
 

Certification # Held   Certification # Held 

Certified Public Accountant (CPA) 4  Certified Internal Auditor (CIA) 3 

Certified Information Systems Auditor (CISA) 1  Certified Government Financial Manager (CGFM) 1 

Certified Financial Forensic (CFF) 1       

 
 

 

Annual Plan Development Process 
 
The annual plan development process is a multi-phased collaborative approach that seeks input from key stakeholders 
within the State to identify operational, reputational, strategic, financial, and compliance risks. The process includes: 

1. Performing a risk assessment survey to help identify higher risk areas. 
2. Conducting risk assessment discussions with a representative selection of key stakeholders throughout the 

Department of Administration and the Auditor General. 
3. Reviewing department and agency policies and procedures, state and federal laws and regulations, and changes 

thereto. 
4. Considering institutional internal audits and external review activities or inquiries, such as those by the Auditor 

General and federal oversight agencies. 
 
The above factors are scored based upon a weighted deviation from mean methodology.  Input from the top four 
agency directors is then included to determine the areas of risk in specific programs within the agencies.  After careful 
consideration of agency director input, risk assessed, and available man hours, the programs to be audited are 
determined. 

Completion of Audit Plan 

For the 2014 fiscal year, BOA completed 100percent of its amended audit plan.  The following table depicts the number 
of planned audits, audits added, multi-year audits, audits cancelled, and audits completed for this past fiscal year. 

Audit Plan FY 2014 

     Number of Audits & Special Projects Planned                          8 
Number of Audits & Special Projects Added      5 
 Number of Audits & Special Projects Ongoing      -2 
 Number of Audits Cancelled        -1 
        Total Audits in Plan as Amended      10 

 Number of Audits Completed       10 

Percentage of Audit Plan Completed      100% 
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Ten audits resulted in the Bureau recommending 134 opportunities to improve operations or strengthen financial 
controls; of these 126, or 95percent, have been accepted by agency management. An audit of cash controls at the 
Division of Taxation was cancelled for Fiscal Year 2014 and rescheduled to Fiscal Year 2015. 

The following two audits commenced during Fiscal Year 2014 and continued into Fiscal Year 2015. 

• Rhode Island Housing Corporation: Limited Scope Audit of the Administration of the Continuum of Care Program 
• Board of Fire Fighters and Police Relief: Administration of Benefits 

 

Common recommendation themes for improvement included: 

 Comply with existing state regulations 
 Increase oversight of federal grants 
 Segregate cash handling tasks 
 Develop and implement policies and procedures 

 
Refer to Appendix A for a brief synopsis of the findings and recommendations issued during the fiscal year. Complete 
audit reports can be found at our website: www.audits.ri.gov. The table below summarizes audits completed during 
Fiscal Year 2014. Not pictured in the table or included in Appendix A is the Information Technology Security Gap Analysis.  
This document is not subject to public inspection in accordance with RIGL 35-17 et seq.  
 

Completed Audits Fiscal Year 2014 

Agency Report Title Date Issued
Low Med High

Economic Development Renewable Energy Program July 8, 2013 16 0 14 2
Behavior Health 
Developmental Disability 
Hospitals

Security Controls Over 
Personally Identifable Information November 27, 2013 26 1 13 12

RI Emergency Management 
& National Guard

Financial Operations over Grant 
Administration December 3, 2013 15 0 15 0

Division of Motor Vehicles Cash Control Review December 20, 2013 15 3 9 3

Dept. of Administration  
Division of Purchasing

Compliance with Small Electrical 
Repairs MPA April 1, 2014 7 1 3 3

Dept. of Human Services Escrow Liability Account June 6, 2014 33 4 8 21
Dept. of Transportation Outdoor Advertising June 6, 2014 3 0 3 0
Dept. of Transportation Fleet Administration June 11, 2014 14 0 14 0
Division of State Police CALEA June 24, 2014 5 0 5 0

Totals 134 9 84 41

Total  
Recommendations

Risk Rating of 
Recommendations

 

 

http://www.audits.ri.gov/
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Resource Utilization 

Our productivity goal is 70percent, which means we strive to spend at least 70percent of our time on direct audit hours.  
Direct audit hours are comprised of audits, follow-ups, special reviews, special projects, consultations, and other tasks.  
Actual direct audit hours for Fiscal Year 2014 were 69percent which represents a total of 13,118.55 hours.  A percentage 
breakdown of direct audit hours follows. 

Percentage Breakdown of Direct Audit Hours Fiscal Year 2014 

 

 

Fiscal Year 2014 Total Hours by Category 
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Financial Expenditures 
 
The BOA had an enacted budget of $1,344,585, a revised budget of $1,341,153, and total expenditures of $1,336,731 for 
the fiscal year.  The savings of approximately $7,854 over enacted, and $4,422 over revised.  The chart below details the 
expenditures for the fiscal year. 
  

Salaries and Benefits 1,307,585.00$               98%
Software Licenses 10,300.00$                     1%
Training 6,294.00$                       0%
Travel 2,858.00$                       0%
Supplies and other 9,694.00$                       1%

Total 1,336,731.00$               100%

Fiscal Year 2014 Actual Expenditures

 



BUREAU OF AUDITS             FISCAL YEAR 2014 ANNUAL REPORT   9 
  
     
 

Appendix A - Detailed Synopsis of Audit Reports Issued 
 

Rhode Island Economic Development Corporation: Renewable Energy Program 

At the request of the Department of Administration Director and the Executive Director of the Rhode Island Economic 
Development Corporation (now known as Commerce RI), an audit of the Renewable Energy Development Fund program 
was performed.  The Bureau recommended the program activity be incorporated into the existing portfolio 
management system to strengthen internal controls over the fund and centralize the information.  Additional 
recommendations include: define authority to execute contracts; implement standard credit practices; recover award 
overpayments; collect overdue recoverable grants and investments; increase oversight of the program; more closely 
monitor awards for compliance with rules and regulations; improve rules and regulations; and implement written 
policies and procedures.   

Behavior Health Developmental Disability Hospitals: Security Controls Over Personally Identifiable Information (PII) 

As a result of our risk assessment, an audit of security controls over personally identifiable information was performed 
at the Division of Behavior Health Developmental Disability Hospitals.  The Bureau reported to management issues 
regarding weakness to, both physical and technological, security controls over PII.  The details of these findings and 
recommendations are redacted from public disclosure as allowed by RIGL 35-17. 

Rhode Island Emergency Management and National Guard: Financial Operations over Grant Administration 

At the request of the Governor’s Office and the Adjutant General, the Bureau performed a limited scope review of 
financial grant administration operations of the RIEMA and National Guard.  The Bureau recommended the following to 
improve operations and internal controls: provide consistent management and cohesive organizational structure to 
adequately administer grant; increase and ensure compliance with federal cost principals; strengthen controls over 
governing journal entries; monitor sub-recipient OMB-133 audits; comply with state purchasing single-source rules and 
regulations; and establish appropriate policies and procedures to obtain grant goals and objectives. 

Department of Revenue Division of Motor Vehicles: Cash Control Review  

This audit is part of a larger review of cash controls of executive branch departments and agencies.    The Bureau 
recommended the Division: define the responsibilities of the cashier office; resolve the cashier supervisor vacancy to 
increase segregation of duties; divide Operator Control cashier duties to promote segregation of duties; develop and 
implement cashier policies which include addressing overages/shortages of cash drawer; and enforce third-party cash 
remittance policy. 

Department of Administration Division of Purchasing: Small Electrical Repairs Master Price Agreement Compliance 

At the request of the Division of Purchases, the Bureau of Audits did a limited scope review of agency usage and vendor 
compliance with the terms of Master Price Agreement No. 41, Small Electrical Repairs.   The Bureau recommended two 
revisions to the master price agreement language and enhanced vendor management. 
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Department of Human Services Child Support Enforcement: Escrow Liability Account 

As a result of our annual risk assessment, and with input from the Director, a limited scope audit of the Escrow Liability 
Account administered by the Office of Child Support Services was performed.  Our audit recommended performing a 
feasibility study to determine inclusion into the UHIP project; maintaining all financial information in accordance with 
generally accepted accounting principles; complying and enforcing the public law entitled Property Held by Courts and 
Public Agencies; reconciling cash collection activity daily; and segregating escrow cash from general revenues. 

Department of Transportation: Outdoor Advertising Program 

An audit of the Outdoor Advertising program of the Department of Transportation was performed during Fiscal 
Year 2014.  As a result, the following recommendations were made to management: maintain complete permit 
documentation and ensure timely payments are received from third parties. 

Department of Transportation: Fleet Administration 

As a result of our annual risk assessment and input from senior management, a limited scope audit of the Department of 
Transportation administration of the assigned vehicle fleet was performed during the fiscal year.  To improve 
operations, the Bureau recommended: ensuring that complete and accurate management information is available by 
establishing data management policies and procedures, and recording a date for “in house” maintenance; updating 
preventative maintenance schedule for newer vehicles; and ensuring compliance with State Policy A-51. 

Department of Public Safety Division of State Police: CALEA Audit 

The Bureau conducted a limited scope audit of the Rhode Island State Police (RISP) compliance with fiscal management 
and agency owned property accreditation standards for the period January 1, 2011, to December 31, 2013.  This audit 
was conducted at the request of the RISP to determine compliance with the Commission for Accreditation of Law 
Enforcement Agencies (CALEA).  Although we found that the RISP substantially complied with the CALEA standards, we 
recommended the following to improve the control environment and increase operational efficiency: improve 
compliance with procurement regulations including sole-source requirements; verify invoice prices are consistent with 
master price agreements and contracts; review monthly account expenditure reports; and reconcile confidential imprest 
cash at least quarterly. 
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