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Section I, Basic Assumptions. and Introduction to Course

The instructional materials in this curriculum module are designed to
be used in a _gradual "unfolding" process of leaming. As a consequence of
the-technical content of the subject and the anticipated diversity of the
participants, no attempt is made to provide a "whole cloth” perspective at
the outset. Rather, the intent is to deévelop this perspective incremental-
ly as the patterms of the "warp and woof" of auditing practices are more °
fully understood by the partlmpants.

Each case study and related scenar'los in this modu'le provides an
additional component.to the participants' overall familiarity with the
principles and procedures of performance auditing as applied in the public
sector., ~ The materials are presented in a sequence that paralléls the
investigative approach used by many auditors in contemporary practice.

The case studies and scenarios build upon one another, with several
scenarios repeated at various stages of the process as the participants'
knowledge of auditing practices increases. In this way, comprehension
of the more subtle details of auditing procedures can be built on the
foundation of familiar ground.

The materials provided in the accompanying participants manual should
be distributed incrementally as each section is discussed. The class
_leader or instructor should review all of these materials in advance of .
the course, however, so that he or she is able to explain any questions
_that may arise in cunnection with the course outline. Several authori-
tative sources are cited at appropriate points in the manual; these sources
should be consulted for further detail should the class leader or the
participants find themselves in unfamiliar territory, While some know- -
ledge of the principles of public accounting and auditing is assumed .as
an instructional prerequ151te, it is not necessary for the class leader
to have had experience in the field of performance auditing. In fact,
in view of the currency of these developing techniques, it is doubtful
that such expertise would be readily available.

The class leader should begin the workshop by d1str1but1ng the
course outline and statement of basic assumptions (Section I of the
participants manual, pages VI.%.1 through -VI. 8.4). In discussing the
basic assumptions, attention should bz given to the particular areas of
responsibility represented among the workshop participants. They should
be encouraged to identify any problems within their areas of administra-
tive responsibility that they might want to discuss during the sessions.
These problems should be listed on a blackboard or flip- sheet so that they
can be used as illustrations in future discussions:

" As a general rule, in the initial exposure to a new knowledge/skill -
area it takes some time for the instructor to get acquainted-with the
students, to find out what their personal concerns are, and to settle
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down the class sufficiently to initiate the actual learning process. This .
section on basic assumptions is designed to accomplish the above purposes, -

as well as to outline the general divections.of the workshop. The class

leader should explain that the workshop is built around a series of cases

to illustrate various points relevant to the practices of auditing. For the
development of their own understanding, however, it would be better to use

.situations taken from their own areas of responsibility to further illus-

trate specific points.

Care should be taken to develop a feeling within the participants that

the workshop is for them and not for the class leader. This can be

+ accomplished by emphasizing the case study. approach and the need for their
participation in the discussion of the scenario problems. A half hour has
been allocated for this initial discussion. The curriculum mater}als ‘
are geared to a total of approximately 20 hours of instruction ln either
a formal course structure or interactive workshop setting {see "course
outline,"” pages VI.9.2 - VI.9.4, for time assignments for each section).
This should be ample time to complete the objectives of the course related
to the basic assumpt1ons

Much of the material for the courses including many of the cases in
the Material for Class Participants and the suggested solution to the cases
in the Manual for the Class Leader has been taken from or adapted from:

Leo Herbert. Per‘fom_ance Auditing. Blacksburg, Virginia: 1977, 572pp. .
and, ' - T s '

Leo Herbert, Instructor s Manual--Performance Audltlng Blacksburg,
V1rg1n1a 1977. :

_ Permission has been granted to the National Train?ng and Deve]opment -
Service by Leo Herbert to use this copyrighted material in this curriculum

module and in subsequent presentations of this course on Performance Auditing.

The class leader would benefit significantly from a review of the above

text 4nd instructor's manual before undertaking to lead this workshop

The follow1ng guwdellges relate (by title and page numbers) to the
various sections in the Material for Class Partltlpants which accompanies
this Manual. Suggested solutions to the scenario problems and questions
for discussion are provided, along with basic. instructions. to assist the
class leader in the conduct of the workshop. There is no one right answer
to the case or scenario; if different assumptions are made, the different
participants may come up with different answers. One answer may be just
as “right” as the other answer. Again it should be emphasized that the
class leader should be completely familiar with thesé¢ materials before
embark1ng on this 1nstructlonal a551gnment

VIJ9.i4 4




- - < ‘ Perfprmance Audfting

Section II. 1ntroduct1on to Performance Aud1t1ng

As indicated in Sect1on I, the curriculum materials are designed to
help participants understand and apply performance auditing in their own
assigned areas of responsibility and not to make auditors out of them.
Since aud1t1ng is a new field to most participants, some time should be
spent in helping them to come to an understanding of the purposes, defin-
itions, and basic ideas of auditing.

Case II-1. Auditing Relationships .(Pages V1.9.5 - VI.9.7} should
be distributed at this point. This case is composed of -a triangle
concemning audit relationships and statements on auditing and account-
ability by the Comptroller General of the United States. The discussion
in this section should take no more than one hour. .

Th1s case is designed to tring out many spec1f1c points,. such as the
following: i

(M ,Most auditors suggest that their purpose in making any audit
is to help to improve the performance of those who have the responsi-
bility for the organization, activity, function, or program-being
audited. However, there appears to be some disagreement on this point.
Most managers often say that they hate to see auditors come in and they

’ often consider the auditors to do more harmm than they do good. Auditors
' - often give the impression that they want to "clobber" those they aud1t
rather than to help them to improve their performance.

(2} Considerable material has been written about the responsi-
bilities of the auditors and about their independence. Little has been
written about the responsibilities of the second and third parties.
This.case should-“bring out the responsibilities of the various levels

- .of management. possible conflicts of interest between and among the
various groups, the need for audit committees, and the responsibilities
of the auditor. It should also bring out the need for the auditor to
do a good job of auditing, including his need to obtain all pertinent
information he must have to be objective and independent. It also
should bring out the need for the auditor to obtain confidential
information such as confidential memorandums, intemal audit reports of
state and local auditors, and other information which the manager ‘some-
times believes should not be brought to the attention of the auditor.

The purpose of this section is for the participants to be able to get
their own personal feelings concerning auditing out of their system, or if
not out_of their_system, :at_least up on the table before' they. attempt to . _
leam what auditing is all about. From the triangle, the Comptroller
General's-statements, -and the discussion;uthe—partig#pants—shou}d—be—able

to see their roles in the audit function. They should be able to see that
they have responsibilities, as well as the auditor having responsibilities.

- e discussion in this section should lead directly to the next section:on
. ' what js an audit, and more specifically, what is a performance audit.

Q | VI.9.i44
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Section III. What is Performance Auditing?

To gain an understanding of what performance auditing is all about, the
participants will have to go far beyend the definitions of auditing.
Definitions will, however, provide a starting point for them to seek a godd
underit?ndlng of this broad subject (Pass out Case III 1, pages VI.9.8 -
VI.9.12

) -Two definitions are given as cases. Taken by permission from the AIDE
Project, the first definition brings out some distinctions between the
objectives of auditing in terms of accountability or management control.
Taken by permission from Leo Herbert's book on performance auditing, the
second definition brings out the idea that auditing is evidence gathering
on an audit objective in order to ‘come to a conclusion on that objective
and that every objective has three essential elements in it: a standard,
some actions, and a result. Since an audit objective is the basis for all
auditing, then all audits should have these three essential elements. In,
addition to these three elements being in the audit- objective, the auditor
also finds these same three elements at all stages of auditing, such as
during the examination stage and the reporting stage.

If the participant understands: (1} the distinctions between auditing
‘fcr accountability and for management control, and (2) the idea that all
audit objectives have three essential elements, then he should be able to
understand what auditing is all about. With these two basic ideas in his
mind, he should also be able to understand the reasons for and the distinc-
tions among all types of auditing, whether the audit is a financial statement
audit, a management audit for efficiency or economy, a compliance audit, or
a program audit to determmine the effectiveness of the program.

This case should relate very well to the discussion in Section I or.
the three levels concermed with an audit and the problems=the manager often
has with the auditor. It also should bring out the meaning of accounta-
bility and management control. The information in the case only hints as
to the elements of an. ~ug’ One such hint is: ‘“the requirement that
accountability must b2 measurable” implying that to be measurable there must
be "some standard of measurement. ‘

The following are some possible an;wers to the questions raised at the
end of this discussion (page VI.9.12):

1. Many administrators still feel that the best way to get the job done
is through coercion rather than through cooperation. The answer to this
question will depend upon the background and level of responsibility of the
person discussing the _question. If the person discussing the case is-pre-
sently being audited, he undoubtedly feels that. cooperation would be much
better than coercion. Yet most managers feel that auditors use coerc1on
rather than cooperatlon
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Some very interesting discussions should come from this question con-
cerning the reason why one makes an audit. If increased productivity is
desired, undoubtedly cooperation would be better. If the third party only
wants to know whether the second party has carrled out his orders, then only
accountability is needed. g

The instructor shoufd read the entire Chapter III of the AIDE PROJECT
book in order to have all of the results of the research on the subject.

2. and 3: Current management philnsophy suggests that teamwork and
cooperation will bring about greater productivity than coercion will.

. Authors such as Likert, McGregor, Herzberg. and others discuss this subject
in detail.*

4. Seldom does one find an auditor whn'is interested in applying the

principles of management control to an audit. Most of his psychological
" rewards, as well as financial rewards, comes from identifying what was done
wrong instead of helping a manager to improve his performance. Most
. managers of audit organizations reward their auditors for the number of

. ‘reports issued and deficiencies found than they do for improved performance
of the manager of the agency. In addition, it is often very difficult to
measure the improvement in management the auditor helps to make while it is
very easy to measure the numbéer of audit reports he completes and issues.

*Chris Argyris. QOrganization. and Innovation (Homewood, 111.) Richard D
Irwin, Inc., 1965.

Douglas McGregor. The Human Side of Interprise. McGraw-Hii1 Book. Company,
InC., New YOI"k, ]960. T N

- Rensis Likert, The Human Organization. McGraw-Hill Book Company, New Yonk,
']967 3 _ ,

Rensis Likert. New Patterns of Managenent. McGraw=-Hi1l Book Company,
New York, 1961. ' ' : : -

Peter Drucker. The Age of Discontinuity. Harper & Row,hﬁublishers, New
York, 1968. -

Abraham H. Maslow. Motivation and Personality. Harper & Row, Publishers,
1954, . = B

—Robert R. Blake et al. "Managerial Grid“ Advanced Management. Sepiember— - -

~1962.

.

Frederick Herzberg. Werk and the Nature of Man. The World Publishing
{Zompany, C'Ieveland, 1966 . _ _ .

. VI.9.v
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Case iII-2. The Elements of an Audit

If performance auditing demands that “accouftability must be measurable,"
then, performance auditing, likewise, demands that manzgement control must be
measurable. If so, then there must be some standard from which to measure.
For no one can measure without an acceptable measuring standard. So, it will
be necessary to 9o to another definition of auditing which includes the idea

that there is a standard from which action, which b=ings about a result, can
be measured.

Sinte auditing is so concerned with measurement and since the purpose of
the course is to help the participants gain an understanding of auditing, then
they must gain an understanding of the elements of an audit--the basis for the
measurement. An understanding of the elements as a basis for understanding
auditing will be developed in the second case. This case, with three indivi-
dual audit scenarios, should show the participants that no matter what type of
audit they encounter, the same three elements are present. And, these three
elements will be identified: a standard used as a basis for the measurem:nt,
actions which either did or did not carry out the standard, and the measured

results.

Case II11-2. The Elements of an Audit (pages VI.9.13 - VI.9.18} should
be distributed to part1“1pants Thi's case uses a definition of auditing,
taken from Leo Herbert's book on audltlng, along with three scenarivs,
adapted from GAD audlts, to give the participants an understanding of what

- a performance audit is. The participants should be encouraged to "mark-up"

the specific phrases or sentences directly on the scenarios which refer .
specificaily to the standards, the actions, and the results, The “"Suggested
Solutions® on the following pages correspond to pages VI.9.14 - VI.9.18 in
the Material for Class Part1c1pants, and have been marked up to 11lustrate
these points. _

VI.9. vi
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 SUGGESTED SOLUTIONS

Case 111 -- 2. The Elements of an Audlt

Audlt Scenario 1. Use of Government Owned Rather Than Privately Owned Vehicles.

Our re'view of travel procedures at 14 major state agencies showed that
the .agencies had not been furnished management information on the cost of
operating motor pool cars at various mileage levels and therefore were not
in a position to adequately consider the alternative of providing motor
gool cars to high-mileage dr?vers who drive their own cars on official

usiness.” ,

B Our more detailed reviews at the offices of the Highway Department, the
Department of Education, and the State Aud1tor s Office showed that the

the cost of operatmg motor pool car@

high-mileage drivers for official travel would exceed the cost of operating

{fatterns observed were typicail, the annua statewide costs-of reimbursing

interagency motor pool cars by about $100 000. {

As % resu1t of our proposals, the Dlv1510n of Administration revised
the state travel reguTatwons to provide policy guidelines for management to
determine {(a) when it is beneficial to the State for employees to use their
own cars fqr official business and (b} what reimbursement employees are
entitled to if they are authorized to uce their cars on official business
when such use is for their own personal convenience.

1. a. Standard: The cost of operating motor pool cars.

b. "Actions: The Highway Department, the . Depéftment of Educatioﬁ; and”
- the State Auditor's Office’reimburing high-mileage dr1vers
for using their own cars. ,

L

c. "Results: $20,000 for three agenciess $100,000 for the State.

2. Accountability
3. The Auditor

4

Result

Resul t
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" Case IIl - 2. The Elements of an Audit. .
P

Audit Scenario 2 -- Grant.Funds Used/E;f;upplant State and Local Funds .

The Department of Health fducation, and Welfare auditors reported
- that a State education agency was not complylng with the provisions of its
Federal grant.

-

Law ang_regulatlon to be complled with

The Elementary and Seeondary’ Tducation Act- should not result in a
decrease of State or local funds which would otherwise be available to a
project area in the absénce of title 1 funds. Office of Education guidelines
state that title I funds:

4 - , .

"* * * are not to be used to supplant State and local funds which
are already being expended in the prOJect areas or which would be
egpended in those areas if the services in those areas were comparable

those for non-project areas * * *"

Staﬁ%ard

S

Condition found by auditor '

; The audit of the State Education Agency d1sclosed a decrease in State
and local fiscal effort. _

Effect of failure to comply

and local funds that were already belng spent for services in prOJect areas.

: Cause of failure tc comply

The State education agency officials advised the auditors that, with the.
exception of administrative reviews performed by program m0n1tor1ng off1c1a15,
no effective means existed to evaluate the comparability of services.

‘K{:- Title I funds, estimated at $520,750, were used in supplanting State

ﬁudltors recommendatlons .

The State education agency should review other local education agencies
in the State to determine whether similar deficiencies existed and, on the
basis of 1ts°f1nd1ngs, develop and issue policies and procedures to all local
education agencies part1c1pat1ng in the title I program to insure that similar
deficiencies do not recur. The auditors further recommended that the awarding
agency determine the allowablllty of the title I funds {$520,750) used by the
locgﬁ educat1on agency in lieu of State and local funds. .

1y
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Case II1 - 2. The Elements of an Audit.

r !

. , : - .
Audit Scenario 3 -- Benefits Could Be Realized by .Revising Policies and .
Practices for Acquiring Existing Structures for Low-

" "+ Rent PubTic Housing. '

k-

‘The low-rent housing program is designed to make decent, safe, and :)
sanitary dwellings_available to low-income families at rents within .their /
inancial means. SHUD provides financial and technical assistance to LHAS:);iS —
whick develop and/or acquire, own, and operate low-rent public housing L )
. projects to accomplish this aim. / - - . r

ons

Staﬁdard #1

To provide low-rent public housing, LHAS use several methods --:conven--
tional construction, turnkey, direct -acquisition of existing privatély -owned

dwellings, and leasing. '

Use of direct -acquisition method
aoes not increase housing supply

. ' ‘ GAO reviewed HUD's and LHAs' practices and procedures relating“to the
~direct acquisition method of obtaining existing, occupied” standard structures

) and found that, although the method was expedient, it had certain disadvan- =
tages which tended to make it-less desirable than other methods.

ition method, the LFiAs 'chi-eas:et_il the wnpl!) 5
’ ~ 1p to achieve the nationa

oalJof{increasing the housing supply.Y

Resu

~Actions

By using the Qiréci a

GAO's review of 15 projects in 8 selected cities or metropolitan areas
showed that LHAs had expended about $80 million to acquire the projects
without increasing the supply of standard housing by a single unit. HUD's
-analyses of housing-market conditions showed that, in-seven of the eight
cities, a nded. for both.subsidized and nonsubsidized standard housing existed
: in ‘ ired, JThe LHAs® action, therefore, did not im-

rove_the overall condition of the housing market. ( It appears that, in such
cdses, the construction of new housing and the rerahilitation of substandard
housing would be the preferred method and would use Federal funds more ef- i
fectively by adding to the supply of standard housing.. . _ e

Standard
#e

Actions

GAQ proposed that HUD limit ts financial assistance-to [HAs to the -
acquisition of privately owned standard housing where. the supply of such
housing exceeds the demand and terminate the acquisition of existing, oc-

" cupied, -privately owned standard housing which is in the planning or early
development stages and use the funds instead to finante the construction of
' . . new low-rent public housing projects or to purchase and rehabilitate existing
substandard housing. ] : - )

E

VI.9.16 11
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=

> HUD did not agree because it felt that such a practice would be too .
restrictive. HUD commented that, despite an overall demand for unsubsidized -
housing in.a community, some structures would not meet the demand for various

reasons. . 2

- GAO agreed that, if certain standard housing had a high vacancy rate N
and could be purchased at an acceptable price, acquisition of such housing ;
by an LHA would be beneficial. Of the 15 projects reviewed by GAO,. however,
all had low vacancy rates. .

o

Acquired units are not being
usedto house those most in need ‘o S e

_ GAQ's review.showed thg;ﬁe acquisition of Qrivgtelv‘owned 51;angaﬂi?
housing generallyjhad not substantially reduced the number of famjlies or
ersons_1ivin

Action

1n substandard housing,jbecause many of the occupants of the
uired housing units had previously lived in standard housing. Some of

the families occupying the acquired units had incomes exceeding the estab-
lished limits entitling them to public housing. Also, some persons were
occupying units larger than those suggested in HUD's yuidelines.

Results

Standard
#3

Because only a relatively small number of the occupants of the acquired ..
housing prpjects included in GAQ's review had previpusly occupied sub- .
standard housing, there appeared to be a need for specific standard admis-
sion policies to insure that those families or persons most in need are
given preference. ) ' ' .

GAO suggested that the Congvéés might' wish to require that LHAs give
preference for admission to public housing to occupants of private sub-
/"—__"“\Eiindard housing ver thosé who are occupying private standard housing.

L ]

- _ Hardships—to former occupants o _
, g . of acquired properties - . ‘ ; ,//"’7
__JThe achisifion*of.private1y owned standard housing hag_pr ed
standard housing to certain low-income ilies
i (1} hardships

been under the other me but it has resulted
to former ocecupants of acquired projects who were forced to move and (2}

ss, of tax revenues t8 local governments\ In some cases, the peopleNforced

-7 te move were not assisted in relocating, although HUD regulations provited
for it. Other displaced occupants were subjected to physical and financia
hardships i '

Results

Should not
PrcV!de.

#4

»
e

Standard

GAO - recommended .that HUD, prior to approving LHAs' acquisition of
occupied, privdtely.owned standard housing, require LHAs to adequately «°
demonstrate that housing of comparable quality and rent existed in the area
and that adequate relocation assistance would be available for tenants to

be displaced.. ‘

' Because it is awaiting the results of its housing studies, HUD took no g
action on GAO's recommendation. . : .
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. Need to insure that prices of
jred ti 3 S
acquire oroper ies are_reasonable , P ) Actions 0
GAQ's review indicated that{ HUD neede i 2 j edyre ©
:EPOVIde adeguate assurance Jthat (he =
reasonable.) GAO0 recommended that HOD establlsh appralsal requirements ford ©
‘the direct acqu1s1tlon method similar to those established for the turnkey E

method which requires that two independent cost estimates be obtained and
provide that the total price be no greater than the average of the cost

" estimates. Although HUD agreed with this recommendation, it took no action
pending the results of the housing studies. (B-114863, Sept. 7, 1972.}

(Results: it is implied that prices are not reasonable.)
Scenario 2

1. a. Standard: The laws and regulations, as stated in the Elemen=
tary and Secondary Education Act

b. Actions: State Education Agency officials dod not evaluate
comparability of services and, therefore, decreased
the State and local fiscal efforts.

c. Results: . Expenditure of $520,750 in Title I funds.

2. This is a compliance type audit and, therefore, one strictly for
' accountability.

3. Congress and the Oepartment of Health, Education and Welfare
: developed the standard; the aud1tor had no part in its formulation.

- Scenario 3

1. There are five standards, actions, and results involved in this
scenario, as indicated on the preceding pages. This scenario
$llustrates the complexity and interrelatedness of publlc policy
and action programs.

2. This audit focuses prlmarlly on accountability and compliance with
the law.._ Some attempt is made to suggest improved standards,- such
as "to give preference for admission to public housing to occupants
of prlvate sub-standard hous1ng

" 3. Most of the standards used are found in laws and regulatlons GAO
' lhas suggested some new standards but did not use ‘them to aud1t these
programs _ , L .
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Case II1I-3. The Definition of the Elements of an Audit

Since each audit will include the elements: the standard, the actions,
and the results, and these elements will be considered in audit illustrations
throughout the course, then, let us identify, by a specific designation, each
of these three elements. We will use the same three words Leo Herbert uses
in his book on Auditing. He identifies the three elements as:

T. Criteria: An appropriate standard, standards, or group of standards
which can be used to measure the actions of management, employees, or
their delegated agents in any audit situation.

\_____...f"‘" A ) .
2. Causes: Actions of management, employees. or their delegated agents

which took place or actions which should have taken place in carnylng
out their assigned responsibilities.

3. Effects: Results achieved as determined by compar1ng actlons taken
(causes) with the appropriate standard (criteria).

These words are the .same as standards, actions, and results. previously
used in the cases. They will be used throughout the rest of the course in
liau of other words which may have s1m11ar meanings.

Distribute and discuss the definitions of these three elements of the
audit {page V1.9.19 oi the Material for Class Participants}.

V1.9, vii
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Section IV. Types of Pérformance Audi ts |

The title of the course is Performance Auditing. The question is:
"Is there only one type of performance audit?" Obviously not. Previous
cases and i1lustrations have shown that *there are different types. So,
let us determine the various types of audits and classify them into
performance audit characteristics.

Distribute Case 'IV-1 Characteristics of Audits. (pages VI.9.20 through
V1.9.31 of Materials for Class Participants) and review the definitions and
descfiptions of auditing with the participants before attempting to answer
the discussion on Case IV-1 (page VI.9.22}.-

Marked-up scenarios with reference to the discussion questions follow.
Participants should mark-up their copies of the scenarios in order to
determine the best possible answers. Further information for class dis-
cussion follows each scenario problem,

i3
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SUGGESTED SOLUTION
Case IV - 1. Characteristics of Audits.

Scenario 1. Travel Advances DO';'ot
L3 - - - 4 . i //
We pointe that funds for authorized travel were‘édvancgd’to em-
ployees of th Agency 1nf§ﬁounts greater than necessary and reasonable
(..o Y to meet travelers requirements pending periodic reimbursements, and that

@ certain of these advances were allowed to remain outstanding for extended
periods during which no travel was performed.

auses

E..

It

Criteria

In a review of travel advances totaling $10,000 at June 30, 19XX,
made to 40 central office employees, we found that advances issued to 20
employees were in excess of their needs. These advances ranged from $120
to $500 and totaled $6,600, of wh1cﬁ $4=400 Jpas In excess OF the travelers’ —>
needs. During the fiscal year 19XX, s of these 20 employees did not
perfori any travel and other employees travel ranged from 1 3/4 to 61 1/4 C e
days and their travel vouchers averaged from $42 to $147. Our review also . -
revealed that two employees were holding travel advances at June 30, 19XX,
although they had performed no travel for 13 and 24 months, respect1vely

Effects

1 & 2. This is a management audit pertaining to the performance of ef-
ficient and economical operations. The agency will save several
thousands of dollars by liquidating travel advances to individuals )
who do not need them. The question might arise as to whether this .
scenario is a fiscal com?liance audit. The auditor is detemmining
whether the agency is following proper procedures rather than pre-
scribed procedures. Since there are no prescribed procedures, it
cannot be a compliance audlt :

3. Criteria: Do not advance to employees for travel amounts greater
than :necessary and reasonable to meet travelers' requirements pending
periodic raimbursements and do not allow advances to remain out-
standing for extended periods in which no travel is performed.

Causes: The actions of Agency X's comptrollier in advancing these
amounts .

Effects: Advances which were $4,400 in excess of the travgler's needs.

4, The standards are operational standards developed by the auditor. The
causes, which are usually derived from these standards, are usually
- management or employees who must carry. out the standards without con-
sidering the purposes behind the standards. The effects are most
often stated as dollar amounts.

RdapTed Trom a GAD audit.
. o VI.9.23
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SUGGESTED SOLUTION

’ ’ W
-Case IV - 1, Characteristics of Audits. 'Q
N P

Audit Scenario 2. _ggpenditure Control.
at the(Pacif1c Region of the

. for goods and services which ejtiherjwere un-
necessary or were just e only in part, 'considering conditions ex-
isting at the time and the very negligible benefits that accured to the

Government

A sound/a]arm system for the Pacjfic Reqion headquarters -
i in Honolulu was leased{for 10 years at an annua
rental of about (§10,500, or $106,000 for the 10-year period. y—»
According to the agency, this procuremeng was Justified by
the need for sounding the alarm signal for possible fire,
tidal wave, or enemy attack, and for transmitting official
messages -and und music_throughout the building.
m 1) the lessor of the sound/alarm system had
also installed a fire alarm system in the building and (2)
the State of Hawaii had installed a civil defense warning
system near the building, we questioned the need for the
lease of the sound/alarm system.y

Cause

Criteria

Cause

Effects

Criteria

Cause

Effects

for use hy employees housed 1n Heke Is]and. :
the dryers rema1ned n
An adaitional 325,000 had to be

spent'to modlfy and proper]y equip the hou51ng in order to
use the dryers., °

c.” On June 29 and 30, 19Y , thelPacific Region D]ggggL;glgggL)'“""*
otaTing about{$15,600 ¥or Tibrary books under conditions
" indicating that the principal obJectlve was(to obligate

available {unds prior to the e 3
rather than to order books{for which there wWas rea] or

{urgent need. J— S -
; d.! Numerous other pﬁrcbases-tota]in about (%4

Effects

Criteria

Cause

Effectis

Criteria

 Effects

Cause

i
riterial

Criteria

Is

e. Various items of{equipment and supplies for major repair

were purch
even though - : 3
under conSIderatlon for sometlme

Criteria
Effects

[N

ThelPacific Region incurred costs)of over(§30,000)dlrectly T

re]ated to ceremonies dedicating new fac111t1es at three lo

Cause

L]
g
1
@
-
—
|
o

Source: Adapted from a GAO audit.

f
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Audit Scenario ¢. Expenditure Control

1 &2. This'scenario also illustrates a management type performance audit.
In this case, the auditor i$ trying to determine whether there are -,
wasteful practices in the usage of the finances of the agency. It is
also a good illustration of an accountability type of audit. The
auditor is saying: "The Agency should be held accountab]e for spending
the money so foo]1sh1y "

" The question might arise as to whether the auditor has the right to
question management's responsibilities to spend the money for dedica-
ting the new facilities. Just what are management's rights and
respons1bil1t1es? Should they -take the respons1b1lity for what they

- think is the proper expenditures? _
3a. Criteria: Do not buy or lease equ{pmgnt that duplicates other equipment.
Causes: The causes for all items in Scenario 2 would be the persons who
had the responsibility for spending the money in the Pacific Region of
Agency Y.
Effects: $106,000 represents a wasteful use of resources.

3b. Criteria: Do not buy equipment that cannot be used 1mmed1ately and must ‘
be stored for a ynar before use.

Effbcts: $12 500 plus.$25,000 represent a wasteful use of resources.

3c. Criteria: Do not obligate funds for which there was no real or
urgent need. "

Effects: $15,600 represents a wasteful use of resources.
3d. (Criteria: Do not buy questionable items.
Effects: $46,000 represents faulty buying practices.

3e. Criteria: Do not purchase supplies and equipment for major rEpa1rs to
1nsta|lations wh1ch are to be completely phased out.

Effects: $27,000 rEpresents faqlty buying practices.
3f. briteria Do not spend'money for dedicating new facilities unless the
- ceremonies provide benefits to the government commensurate with their
costs. . .

Effects: $30,000 represents no usefu1~purbosé.

4. See comments under Scenario 1, question 4. . .
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SUGGESTED SOLUTIONII

Case IV - 1. Characteristics of Audits = . AN
~
Audit Scenario 3. Program Costs not Charged in Accordance with Require- N
Cause ments and Policies. N

i
|

Lﬁ t of Hdusin and UrbanZOevelopment auditors found that a
City Oemonstration Agency {COA))was not making office space payments in

accordance with.an adopted{cost -

Criteria

:Requirements to be éomplied wi th

The city developed a cost allocation plan under the provisions of OMB
Circular A-87 and HEW-Guide 0ASO-8 and implemented this plan for charges
to all city departments effective September 1, 1971. The plan provides .

. for the computation of space costs {buildings and capital .improvements}
allocated to the various city departments (which includes COA) on
itra;ghtfline depreciation at an annual rate of 2.5 percent (40-year

ife). - : :

» ’ - i L) ‘I: ‘ -
Before adopting the cost allocation plan, the city's pollcy‘uas‘to - Cpiteria

establish rental rates on comparable local space rates.

The cost eligibility criteria ih COA Letter No.- 8, part II, requires L
consistent application of the citybs accounting policies and procedures
for costs charged- to the program. {~ '

" Condition foundigy the auditors

COA occupies a city-owned building consisting of 4,180 square feet.
The city determined the monthly local rental rates for comparable space
as 20 cents a square fpot .without utilities and janitorial services and
30 cents a square foot with those services.

: Utilities énd‘janitorial services for the building were paid-directly
"by COA. The monthly rental payments by COA to the city were properly made }
through August 31, 1971, at $836 (4,180 sq. ft. at $0.20). .

Causes

. However, COA did not revfse the monthlyr;ental payments to conform ”’f’)'
with the city's cost allocation plan that became effective September 1, -
1971. . e :

Source: The Comptroller General of the United States. Examples of Findings
from Governmertal Audits. The United States General Accounting
Office. Washington, D.C., 1973. pp‘;zgand 7. :

- L . R
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Effect of'noncompliance with requirements

As a result of not revising the rental rate to conform with the cost
“allocation plan effective September 1, 1971, CDA charged the program with
an excess of $17,235.38 from September 1, 1971, through July 31, 1972

CDA agreed that payments to the city for office space should be con- .

sis 's cost allocation plan and that the excess charge
(%17 235.38 was an improper program cost.

Effects
Auditors’ recommendations

The auditors recommended that the Area Office Difector:

1. Consider the excess charges of $17,235.38 as ineligible
program costs and insure that CDA removes the amount from
recorded costs by obtaining a refund from the city.

2. Require-and insure that CDA charges office .space after
July 31, 1972, in accordance with the city's cost
allocation plan.

While the word "program" is in the title of this audit, it is not a
program audit but a management audit and a compliance type management
_audit. In this case, there would be a savings of $17,235.38 ietgecti if
the C.D.A. followed (causes) the cost allocation plan (criter1a) Since
the cost.allocation plan is already stated, then the audit is to deter-
mine whether the agency has complied with that plan.

‘Some discussion might take place as to Whether the cost a110cat1on
plan is reasonable and proper. In that case, a criterion might be

developed by the auditor which would bring about a different effect than
. that cited in the scenario.

This scenario is adopted from the booklet "Examples of Findings from
Governmental Audits." The GAO, as a matter of reporting policy, has
determined that using the three elements of an audit is the best way to

report. The standards for the audit have been developed by the Agency
and accepted by the auditor.

V1.9.26
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. SUGGESTED_SOLUTION

Case IV - 1. Characteristics of Audits.

Audit Scenario 4. Snow Removal Program.

t

A State auditor found that the State's snow and ice removal program
was not accomplishing its objectives because legislation made tne State
department of transportation's operations difficult.

Goal of the program . ' _4#,,4§°a]

, The comissioner of the State department of transportation is reﬁ:)
sponsible for removing jce.and snow -from State roads.(

o

Condition found by the auditor

Article 12 of the Highway Law authorizes the commissioner of the de-
partment of transportation to contract with.counties for removing snow and
ice on State roads. The statute also permits counties to select sections
of State roads to either plow, sand, or apply other abrasives or.chemicals.
The department of transportation is obiigated to service the. rem2ining road
mileage. This feature of the legislation is referred to as the "first

preference” clause.f -‘h‘h“““*-ah_*
&,
e - - ST T ' Criteria

Effect of not meeting the goals.

Under the first-preference clause, counties have elected to service
one section of State highways but not an adjoining section and resume
service at another point on.the road. This skip-patch-work operational
pattern often results in State roads that have not been properly cleared
of jce and snow. A ecounty crew-may spread salt on oné portion of the
State's highway only to have it removed later by the State's plow crews.
Also, the State's work crews may not be able to plow or sand sections of|

highways until the county has serviced its portions.(— f“-*“*“--¢£ffects

Cause which contributed to failure to meet the goal

e Causes

The first-preference clause of the Highway Law is permitting counties -
too much flexibility in location, amount of mileage selected, and in type
of serVIBe performed. As & result, the department of transportation is un-

able to do.adeguate long-range plannIng for equipment purchases and staff-
ing work fomes /
_ This report ‘contained no recommendations. However, the State's first-
. preference clause should obviously be amended. ’
- \‘\

Source: 1bid., pp. 24-25:“\ )
) . ")l
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Audit Scenario 4. Snow Removal Pi-egrarii

This is a _program audlt dealing with the inadequacies of the legisla-
ture, the commissioner of the state department of transportion, and the
counties to effectlvely remove ice and snow from the roads. The auditor
noted that the goal of adequately removing the ice and snow from state
roads had not been accomplished effectively. The suggestion was made that
the criteria be changed. Since the stated criterion was the law (the
first preference clause of the highway law}, then the law would have to
be amended by the state legislature so that the commission of the depart-
ment of transportation, his employees, and the county employees could
remove the snow and ice from the state roads {causes) more effectively
{effects).
In a program audit, the -auditor is trying to see whether the goal
. of the program has been carried out effectively. - Therefore, the goal
must be determined for each program audit. In this scenario, the law
sets the standards for accomplishing the objective of adequately removing
ice and snow from the state roads. Often the setting of inadequate
standards is the cause of not accomplishing the goal. This scenario
Provides a good illustration of that point.

_Causes in a program audit are still people either doing or not doing
what they are supposed to be doing. Sometimes restrictions are placed on

one person or group of persons by another which inhiblts.the.accomp?ﬂsh-.___-

—ment-of the goal. _ “
- ...
It also may’be noted that in this scenario the EffeCts are stated
in other than dollar terms. Often this sort of statement is used *n a
. program audit because of the difficulty of not being able to adequately
measure the dollar loss (in this case, because of the roads not being
adequately cleared).

»
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SUGGESTED SOLUTION

‘n

Case IV - 1. Characteristics of Audits.

Audit Scenario 5. Uneconomlcal Package Sizes Used in a Commod1ty Distri-
bution Program.

In an audit of the Commodity Distribution Progcam of the Depaftment
of Agriculture, GAO reported that savings could be realized if larger
package sizes of commodlties are used when possible.

0

Criteria used to measure efficiency and economy.

The Department of Agriculture's instructions to State distribution
aQEncles require that, to the extent practicable, commodities be doiidted
to schools and institutions in the most economical size packages When
commodities are available in packages of more than one size, the instruc-
tions reguire that State agencies requ151tlon the commodities to the maxi-
mum extent practicable, in large-size packages--such as 50-pound containers

~-for schools and institutions. ( *‘==-___“h“h‘€b
. . CrlterIa

Cond1t10ns found by aud1tors - ' .

requ151t1on1ng foodstuffs for large users in small-size packages instea

of large-size packages. f \
Effect on the conditions o : Causes

In seven ! States covered by the review, dlstrlbutmg agencies were )
a4 ) ——

shortening, and nonfat dry milk in small containers to schools and insti
tutions could be saved. GAO estimated that, nationwide, for fiscal year

1970 these additional costs totaled about $1.6 million. J\
' Effects

Cause of the situation

A substantial part of the additional costs of‘provldlng f'lour‘, )

Agriculture regional officials said that; although they encouraged
State distributing agencies to reguisition commodities in the most economical
size package practicable, they had not guestioned the propriety of State
agencies' reguesting commodities in small-size packages for schools and
institutions and that they had not required the agencies to Justify such
requests because they believed the agencies were making the proper determina-

_tions as to package sizes.f \ : \
. LB .. ’
Auditors' recommendations - oo ' " Causes

»

In view of the savings available by acquiring commodities in large-size
packages, GAO recommended that Agriculture.take appropriate action to have
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regional offices vigorously enforce the requirement that State qgencies
requisition commodities--particularly, flour, vegetable shoften1ng, and
nonfat dry milk--in the most economical size packages practicable. GAO
recommended also that State agencies be required to justify, when neces-

sary, the requisitioning of the commodities in small-size packages for
-schools and institutions. - - ' :

LS
~
N

" This . scenario also has the word program in its title. However, it
is not a program audit, but a management audit. It would be much more
economical to use the largér packages (about $1.6 million). Current
practices represent an uneconomical use of resources.

The criteria, causes, and effects are explicitly stated in the

scenario. The only difference is that the condition and causes are
separated for reporting purposes. :

Source: Ibid., Ep. 19-20.
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y : " SUGGESTED SDLUTION

Case IV -'1. Characteristics of Audits.

Audif Scenario 6. State Employment Prqgrmﬁ.

GAO reported this situation where the objectives of a State employ-
‘ment program were not realized. Soal
0a

Goal of the program - . : _ /"’

. The Department of Labor's Concentrated Employment Program (CEP} was
designed to combine, under one sponsor and in a single contract with one
funding source, all manpower training and other services necessary to hel
persons move from unemployability and dependency to self-sufficiency.

. seeks to accomplish this obiective amond DPersons in a désldnated
area by§(1} making intensive outreach efforts to bring persons into work-
training programs; (2) presenting a variety of job-training opportunities
" to applicants; (3) providing such supportive services as day care for
children, transportation, and health care; and (4) placing applicants-in
jobs.f

— ‘ > T Criteria
Qondition found by the auditor }—’ Causes .

: From December 1968 througb February 1970, of the 6,732 persons enrolled
in the program 3,333 received some training or work experience and 2,586
were placed in JObS About one-half of those placed in jobs, however. did
not receive any orientation, training, or work experience. Often they were
limited to the same. types of low-sklll Jjobs they held before joining the
program. ‘

Many placements were only temﬁorary. -Only 56 percent of the persons:
placed were employed 6 months later. Many had phanged jobs during the
6-month period. : :

- . Many enrollees were placed in JObS requiring similar or lower level
skills than those required in previous occupations. Only about one-half
of the jobs lncreased the wages employees were receiving before entering

the program,
. . : " Job.placement was not always re'lated to the type of training an en-
’ rollee received. For example, a person trained as a welder was placed as |

a janitor,. an offset printer as a mail clerk. and -an automobile mechanic
as a maintenance man. - -

- ' t L fayl . .
‘ , . r _
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T

Effect of not meeting the goals . ’ ;,,—~—""‘

. / About $14 million was spent on CEP in the M1ss1ss1pp1 Delta from ) .
‘ June 1967 through December 1971.¢

Effects

s (Cause which contmbuted to failure to meet the goal )———;Causes

CEP's effectiveness was hindered by
'

--economic slowdown which closed or cut back operations of
some compabies in the area,

L
--the special nature of the d1sadvantaged res1dents of the
‘area--minority group farm-workers accustomed to seasonal

employment,
--a stagnant economy.,
--an ipsufficient labor demand,

--a labor force.consisting largely of black farm-workers with-
out necessary educat10nal and vocational 5k1l]s. and

--the large area and widely dispersed p0pu1at10n that the
_ program was trying to reach.

Increased mechanization has displaced many farm-workers in the tradi- = . °
tionally agricultural delta area. New job opportunities have been scarce
because industries have been slow to come into the delta and available jobs:
. have required skills which enroTIes do not have and cannot obtain reason-
) ably. 1

‘Auditors' recommendations -,

- ‘ The Congress is currently considering measures that will seek to
revitalize the economy and increase job opportunities in such rural areas
,as the Mississippi, Delta, The Secretary of Labor should try to improve o
"the effectiveness ‘of CEP by insuring that skill training and other man-
power services are provided with due regard to the capabilities and needs
‘of program participants and available job opportunities and by making all .
possible use of work experience programs and other subsidized employment,, :
such as public service jobs funded under the Emergency Employment Act of
1971, for those participants who. cannot be placed readily in jobs.

This is a program audit; a major distinction between management aud1ts
*  and program audits 1s that the goal of the program must be clearly stated
"in a program audit. The scenario adequately defines the criteria, causes,
and effects (it may be noted that.a dollar value--about $14 million--is
shown as the effect in this scenar1o) However, the criteria is stated
under goals rather than being separated. Again, much of the causes are
found under the title "condition” as well as under causes,

-
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Section V -- Audit Objectives and Audit Evidence

“A; Aucht Ob.)ectwes o

f

Case V -1 Phegannﬁ Audi t O_Jectwes

1. By this time, the student has found that edch audit conclusion has
three essential elements--criteria, cauSes, and effects. These three
elements are the foundation for whatever the auditor finds in his audit,
but are not necessarily everything reported to the third party. For, the .

. auditor often provides, background data and scope of audit 1nfor1natlon to the

reader to let him know More about the conditioris pertaining to the conclusion °
of the audit. And, he also may recommend cer'taln actions which should be
made. The basic audlt conclusion, however, 15-always composed of the three
essential elements.. . .

The auchén‘ cannot reach a conclusion from evidence unless he has
fairly specific guidelines pertaining to the nature of what he is to audit.
For he should .only gather evidence relating to the spgcific objectives of
the audit. Therefore, the audit objective is a question or a statement at
the start of the detailed examination concerning the end results expected.
The evidence gathered will allow the auditor to heach a conclusion on the
statement or to answer the question. .

2. Each audit, then, must have. a question or statement concerning the
desired expectations in order for the auditor to gather evidence on that-

question or statement This statement or question is caT'Ied the audit
objective.

3. The audllt'obJectwe muct be stated before evidence can be gatheré"d,

« since evidenge allows the auditor to come to a conc'lusmn on the. audit

objective.

This statement of the audit objective will include the' same three

_.elements as found in twe audit conclusion--criteria, causes, and effet_:ts.

After dlscu.,s'lng these points with the participants, .three scenarios
used previously in Case I11-2: should be distributed to the students (pages
VI.9.32 through VI.9.38). The instructor/class leader should review thoroughly
these scenarios with the students to be assured that they know what an audit -
cbjective is and how to prepare one. Since the illustrations show the pre-
paratlon of audit objectives from the final audit product, a question might

" arise as to how an-auditor can prepare ap audit objective without working

backwards or without having the end product before he starts. The manner
of determining objectives by working forward instead of backwards will be
discussed in the next section. The purpose of this discussion is to let the
student know what an audit objective is and how to state it. The way the
auditor arrives at the audit objectives at the beginning of the detailed
examination can be understood if the audit -objective is understood.

?“3
-~}
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After reviewing the scenario materials in the participants manual that
illustrate audit objectives, Audit Scenarios 4 through 9 (pages V1.9.39 - -
V1.9.46) should be distributed and the participants asked to prepare audit
objectives for each of these six scenarios (or altematively, the participants
could be organized into six task groups, with each group assigned respons i~

bility for 1dentify|ng the appropr1ate audit objective for one of the 51x
scenarios).

The Tollowing are possible solutions to these scenario assignments:

Audit Scenario 4. Travel Advances

One suggested solution to this scenario would be:

Has Agency X advanced amounts to individual travelers (causes)
which in the aggregate totals more than $5,000 (effects) and which
individual amounts are greater than the traveler would reasonably .
need or which he is not using for extended periods (eriteria)?

Another way of sfating the objective would be:

Determine 3s Agency X is advancing amounts ‘to individual travelers
(causes) which in the aggregate totals at least $5.000 {effects) -more
than they. would reasonably need or wh1ch they do not use for extended
periods (crIteria)?

Audit Scenario 5, Expenditure Control

*“This ecenérIO is one large scenario composed of several small parts.
The objective can be stated as One objective for all parts or as individual
obJectives for each part.

“ el
The overa]l ob3ect1ve would be. stated somewhat as fol]ows
e

Has the Western Region of Agency X expended funds for l1easing
equipment, for buying equipment, ,for buying.library books, for
buying supplies and equipment for repairs, and for- ceremonIes related
to dedicating new facilities (causes) amounting to more than $200,000
(effects) -which is duplicative of other equipment which is available
to use, which will not be used*for a long time and will have to be
stored, which will be used only to obligate §Und5. and which will not
have value commensurate with costs (criteria)?

\
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The objectives for the individual parts would be stated somewhat as
follows: '

a. Has the Pacific Region of Agency X spent funds to lease
sound alarm system equipment (causes) amounting to more than
$100,000 (effects) that is duplicative of other available equip-
ment {criteria)? ,

b. Has the Pacific Region of Agency X spent funds to buy
clothes dryers (causes) amounting to more than $10;000 (effects)
that will" not be used for at least a year and will have to be stored

indefinitely (criteria)?

c. Has the Pacific Region of Agéﬁc% X obligated funds for
library books {causes) of at least $15,000 (effects) for which there
is no real or urgent need {criteria)?

—rim

d. Has the Pacific Region d? Agency X made numerous other pur-
chases {causes) amounting to $46,000 (effects) for which there is an
- apparent questionable need (criteria)?

. e. Has the Pacific Region of_ Agency X purchased supplies and
equipment for major repairs (causes) amount to $30,000- {effects)
for an island-base which is to be completely phased out {criteria)?

- : f. Has the Pacific Region of Agency X spent for ceremonies for
~dedicating new facilities (causes) $30,000 (effects) for which the
costs are not commensurate with the benefits {criteria)? @

-
Y

Audit Scenario 6. Program Costs Not-Charged in Accordance. with Requirements

and Policies

Is the City Demonstration Agency paying rental rates {causes) above
$5,000 more than they should have paid (effects) because the rates were not
in accordance with the city's cost allocation Plan which is in accordance
with OMB Circular A-87 and HEW Guide OASO - 8 {criteria)?

Audit Scenario 7. Snow Removal Program -

Have the State Department of Transportation, the counties through such
tactics as skip-patch-work pattern, and the legislature through passing
Article 12 of the Highway Law, not carried out their responsibilities
(causes) for making the roads safely passable during winter months (effects)
by thoroughly removing ice and snow from all state roads {criteria)?

VI.9.xifi
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Audit Scenario 8. Uneconomical Package Sizes Used in a‘'Commodity Distri-
bution Program

P

Is the practice of the Commodity Distribution officials and employees
of the Department of Agriculture in not enforcing and the officials and
employees of state distributing agencies in not carrying out (causes) the
requirement that commodities be obtained in the most economical size pack-
ages, such as large size packages or containers {criteria) costing the
government more than a million dollars a year (effects)?

Audit Scenario 9..H5tate Employmenf Program

Because of economic slowdown, the nature of the disadvantaged residents,
an insufficient labor demand, a labor force consisting largely of black
farmers without necessary educational and vocational skills, increased
mechanization in the agricultural area, and a large area with widely
dispersed population the program is trying to reach, has the Department of
Labor through contracting with one funding source {causes) effectively
spending the money for accomplishing the goals of helping persons move from
unemployment and dependency to self-sufficiency (effbcts? by (1) making
intensive outreach efforts to bring persons into work-training programs,
{(2) presenting a variety of job-trainina opportunities to applicants, (3)
providing such supportive services as day care for children, transportation;
and health care, and (4) placing applicants in jobs {criteria)?

!
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Case V-2. Audit Evidence o

Pages VI1.9.47 through VI1.9.55 should be distributed and the partici- -
pants given time to read the material on audit evidence. The three -
illustrations, adopted from the previous case materials, should then be )
"discussed to illustrate the concepts of audit evidence, after which,
the students--individually or in task groups--should work out the addi- - . .
tional scenarios given in the case (pages VI.9.56 through VI.9. 59). o
Suggested solutions to these scenario 3551gnments are provided below and
on the following page.

Scenario 3. Uneconomical Package S1zes Used in a Commodity Distribution

Program .
Analysis of Evidence
Number ~ Evidence  Where From On Which_Element Commen ts
1. No _ : | . _ Conciusion
2 Yes Records - Criteria-
3 Yes Records Criteria
. 4 Yes Records and - Causes
Observations
5 Yes Analysis Effects
6 Yes Analysis Effects
7 Yes Interviews Causes
.8 No ~ Conclusion and
' v, Recommendation
P
y
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Case V-2. Audit Evidence

Scenario 4. State Employment Program

Analysis of Evidence

Number Evidence Where From On Which Element Comments

1 No - ~_Conclusion

2 ) Records ‘ Goal for Criteria

3 . Records, Criteria
Interviews,
Observations

Records’ - Causes

Records, Causes
Interviews -

' Records, . Causes
Interviews

Records, Causes
Interviews, '
Observations

Records, "~ Causes
Interviews,
Observations

Records, Causes
" Interviews

Analysis o Effects
Records, *  Causes
Interviews,

Observations

Recommgndations
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Section VI -- The Phases of an Audit

The Material for Class Participarts .dealing with the phases of an .

audit (pages VI.9.60 - V1.9.63).should be distributed at this point and
discussed. The following descriptions of the audit phases listed on
page VI.9.63 are taken with permmission from Leo Herbert's book on

" performance auditing, and should provide the basis for further elaboration

by the instructor/class leader on these points. ' ‘

The.Prelimiaary Survey

- The purpose of the preliminary survey phase of the audit function is
for the auditor to obtain background and general. information in a rela-
tively short period of time on all aspects of the organization, activity,
program, or system being considered for examination, in order to give
the auditor a working knowledge of the organization, activity, or system.
At this point of .-time, this background and general information is not
evidence. It is descriptive information conceming the organization and
its activities. It includes historical and operating information for the
activities of private and governmentdl organizations as well as legislative

~information on the activities of governmental organization.

t
L3

This background and general information could be as follows: for an
-organization -- its location, its management, its history, the number of
its employees, the type of examination to be made, the organization's
policies, its legal requirements, its charter, and its ebligations; for

_an activity ~- the type of activity, its location, persons responsible for

the activity, any policies pertaining to the activity, and specific
procedures for accomplishing the activity; for the program ~-- purposes and
objectives of the program, interrelationships of organizations used for
accomp lisking the objectives, policies and procedures for accomplishing
the program, and adninistrative regulations related to the program.

From this background and general information, the auditor should have
a good working knowledge of the organization, activity, program, or System
being considered for examination. And from this information the auditor
should be able to identify some evidence -- relevant, but not necessaril
material, competent, or sufficient -- on one of the elements of a possible
specific audit obJective. He can identify evidence on any one of- the
three elements -- Criteria, causes, or effects -- but at the same time to
have a possible audit objective he must assert the other elements.

Thus, in the survey phase, a preiiminary detemination is made from
the background data, -assertions, and alternative assertions as to Just what
the tentative audit objective should be. But, at this point in time, the
objective is only tentative. Only relevant evidence has been obtaired,
not necessarily sufficient, material, or competent evidence.

L ]
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And, since only relevant evidence -- not sufficient, material, and
competent -- has been obtained on one or more of the elemepts of the
possible objective, the conclusion in this phase would result in only
a tentative audit objective on a specific subject. The auditor will
need to know that he can obtain sufficient evidence, that is also mat-
erial, competent, and relevant, on all three elements, if he expects to
complete his examination and arrive at a reportable conclusion or opinion.

The auditor, however, would not move toward obtaining more evidence
unless he was fairly certain he should continue the audit. In fact,
withdrawing from the examination is one of the possible conclusions he
" can reach in this phase. For example, the client may want the auditor to
express an opinion on the faimess of the statements without examination.
The auditor wou]d have no recourse but to w1thdraw from the examination.

In addltxon, the. auditor would not move directly toward obtaining
sufficient evidence to arrive at a reportable opinion or conclusion until
he was sure, first, that he had enough evidence on all three elements that
he could have a specific and workable objective, and second, that the
evidence he will obtain from the entity is competent.

When the conclusion on the survey phase is converted to a question
or statement it then becomes the objective for the review phase, It
also becomes the basis for determining how to obtain the evidence and . ——
how much evidence is needed for the phase Wh‘ED;Ig!lﬁWSHﬁﬂL ests internal
and management control.

The Review and Testing of Management and -Intemal Control

Since the auditor has arrived at only a tentative audit objective
in the preliminary survey phase, he must take that tentative objective
and by obtaining evidence on all three elements make it into a fim
objective on a specific subject. To do that he must know that he can
obtain evidence on all three elements of the objective and that any
evidence he obtains from the entity would be competent.

So, the purpose of the review phase would be (1) to obtain evidence -
on all three elements of the tentative objective through actual testing
of transactions of management or intemal contral of the entity, and
(2} to determine that the evidence obtained from within the organization
would be competent if the audit were extended into a more detailed ex-
amination. If not competent, the auditor should determine the best
possible altemative for obtalnlng competent evidence,

The term "management control," as used here, embraces the entire “
system of organization; the planning, including policy and procedure
determination; as well as the actual practices carried out in man-
aging an ent1ty s affairs, It promotes the carnying out of assigned
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responsibilities effectively and in the manner and with the results
intended.

Management control often goes beyond the internal management of a
company. For example, when the independent C. P. A. audits the financial
statements of an organlzatlon. he becomes a part of the organization's

management control system.” But, he should not be a part of the entity's
internal management. o :

When dealing with the intermal management of an organization, ménage-

ment control means the same as the term internal control, as defined by the

Averican Institute of Certified Public Accountants' statement on Auditing
Standards . | '

Internal control, in the broad sense includes...... controls which
may bE.charactgrlzed as either accounting or administrative—as—follows:

Administrative control includes, but is not limited to, the plan
of organization and the procedures and records that are concerned with
the decision processes leading to management's authorization of trans-
actions.* Such authorization is a management function directly asso-
ciated with the responsibility for achieving the objectives of the
organization and is the starting point for establishing accounting
control of transactions. _

Accounting control comprises the plar of organization and the pro-
cedures and records that are concerned with the safeguarding of assets
and the reliability of financial records and consequently are designed
to provide reasonable assurance that:

a. Transactions are executed in accordance with management's
general or specific authorization.

b. Transactions are recorded as necessary {1) to permit pre-
paration of financial statements in conformity with generally
accepted accounting principles or any other criteria appli-
.cable to such statements and (2} to maintain accountability
for assets.

]American Institute of Certified Public Accountants, Committee on
Auditing Procedures. Statement on Auditing -Standards #1. American.
Institute of Certified PubTic Accountants, Inc., 1973. pp. 15-20. Copy-
right 1973 by the American Institute of Certified Public Accountants, Inc.

*This definition is intended only to provide a point of departure for
“distinguishing accounting control and, consequently, is not necessarily
definitive for other purposes.
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c. Access to assets is permitted only in accordance with
management's authorization.

d. The recorded accountability for assets is compared with
the existing assets at reasonable intervals and appropriate
action is taken with respect to any differences.

Again citing the writings of veo Herbert:

The Comptrolier General's Standards of auditing specifically state
that the purpose of a review of internal control is to determine the
extent of tests necessary in the detailed examination. Another important
purpose is to firm up the fentative objective determined in the preliminary
survey phase and-assure that it should be the audit objective for the
__detailed examination. .

By obtaining evidence on both the tentative audit objective and the
competency of the evidence the audipar comes to a conclusion which he
then would use as his detailed examination objective.

One of the possible conclusions could be that he should stop alil work
and withdraw from the examination. But most conclusions for this phase
would be one that could be converted into the detailed examination objective
on which now sufficient relevant, material, and competent, evidence needs
to be obtained before an opinion or conclusion can be drawn on that objec-
tive. Knowing what evidence needs to be obtained, the auditor can thus
plan for obtaining that evidence.

The Deta.led Examination

The detailed examination phase is the phase normally thought of as
the audit. However, the prior two phases are just as important as the
detailed examination phase, because in those two phases what is to be
done in the detailed examination phase and how it is to be done is
determined.

The evidence in this phase will have to be SUfflC!&nt as well as

competent, material, and relevant in order to arrive at an acceptable
conclusion or opinion which can be ‘reported to a third party. -

" The Report Development

A1l work done in the audit function leads to this phase. The
purpose of this phase is to take the opinion or conclusion developed
from the evidence on the audit objective in the detailed examination
phase and convert it into a form that an interested third party can
accept and understand. Various means have been deveIoped over the years

' {
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for the best methods of presentation of an opinion or conclusion of an
audit to third parties. . For example, the standard short form report
has been developed for expressing an opinion on financial statements.

The method of presenting management and program conclusions generally.”
follows oite of the two patterns shown in Exhibit VI-1, reproduced here with
permission from Leo Herbert. The phases for the examination function for
any type of auditing activity can be illustrated graphically as shown in
Chart VI-1 {(page VI.9.78}, also from the writing of Leo Herbert.

Case VI-1. The Performance Audit {Management Audit) of a Large City
Garage--The Phases of an Audit

~ Since the scenarios in this case study {pages VI.9.64 through VI.9.76)
represent a continuum, i.e., the beginning of each new scenario contains
a suggested solution to the preceding scenario, scenario 2 should not be
distributed until scenario 1 has been thoroughly discussed, and so on.

This case obviously represents an accountability type audit. Had it
been a management control type, the auditors would have worked with the
garage officials and would have corrected the deficiencies in performance
with the report coming out that the garage had made the corrections and
were proceeding correctly.

Yet, one can see why auditors adopt an accountability audit format
when the rewards to the auditor are considered. The auditor is rewarded
most often by his superiors when he comes up with a reportable findirg
rather than when he works with an agency to correct a deficiency. These
conflicts often cause the auditor to be on the defensive. Until some
method can be devised of rewarding the auditor for helping to improve
the performance of the agency he audits, most of the reports will be of
the accountability type.

Participants may assert that this case does not relate to reality;
yet, it has been developed from a real case pertaining to aircraft. The
part which may seem unreal may be the platinum tipped plugs. However,
electronic ignition systems may be acceptable as an innovation, and if
the class desires, they can opt for electronic ignition systems instead
of platinum tipped spark plugs. Members of the class who know auto-
mobiles may want to consider such other areas as the points, carburetor,
or other aspects of an automobile checked during nomal servicing.

The instructor may also go into the various areas of responsibility
which caused this situation. Who should have continued to develop the
standards in the teéchnical manual? Who should have been supervising

‘the servicemen to see that the standards were- followed? One can easily

see in this case study that the breakdown in the communication system
often leads--into areas which can be improved. e

D

[
f
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Exhibit VI-1
FLOW OF INFORMATION FROM THE DETAILED EXAMINATION

]
!

PHASE TO THE REPORT DEVELOPMENT PHASE

Detailed Examination Phase ~

Detailed Examination objective
Did actions of individuals -

Report Development Phase

- Pattern 1
based on criteria -cause signifi- 1 . Conclusion - Same as con-

cant effects? I

Evidence - -Sufficient, relevant,
material and competent evidence

on which the auditor can come to
an opinion or conclusion. (The
rhetoric ‘of presenting the evi-
dence’ must be such that there is’
no question as to its accept- '
ability as evidence.)

{a)} Criteria - Evidence which
demonstrates that criteria is
acceptable.

(b} Causes - Evidence which
demonstrates that a person or
persons at specific levels of
responsibility caused actions
which resulted in significant
effects.

(c) Effects - Evidence which
demonstrates’ that resultant
effects are significant.

'?I'—&'— — — S— —-—-——-—-—-——.— —

Conclusion - Oonclusieq on
detailed examination objective.
Based on evidence, the answer
could be:

l—_’_-_—-—_—— — o —

{a) That action or lack of

I
|

B
[ ]

clusion in detailed examina-
tion. The elements--action

or lack of action caused
significant effects based on
acceptable criteria--ordinarily
will be stated with the most
important element first.

Evidence, - Evidence on which
above conclusion is reached--
same as evidence in detailed
examination phase. {The auditor
may characterize the evidence
in order to make it more inter-
“esting and acceptabie to the
" reader.)} o

Recommendation - If action.ih
future is carried out in

- accordance with appropriate
plan {criteria) the resultant
effects should be good. :

Pattern 2?

Audit objective - Same as in
detailed examination.

-l

Evidence - Same as evidence
in detailed examination

Conclusion - Same as conclusion

action of individuals, based on
acceptable criteria, caused
significant effects--conclusion
_ 1s ready for reporting.

(b} -That action or lack of action
of individuals, based on accept-
able criteria, did not cause signi-
ficant effects--conclusion need not
be reported. -

VI.9.xxit
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Recommendation: ,If action in
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ance with criteria, then, the
resultant effects would be good.




PAFulToxt Provided by ERIC

Chart VI-1

A CONCEPTUAL MODEL FOR_ AUDITING AND COMMURICATIRG
_INFORMATION ABOUT AND TO MANAGEMERT

THE AQDIT

Phase I
Define Possible Objective
Consider Alternative Objectives

Phase 11
Delimit Objective

Phase 111
Come to Conclusion on-
Objective

Pnase IV
Report Conclusion

The Auditors:

(1) Should obtain background
information on the area
being considered,

{2) should obtain evidence on .
one or more or the elements--
criteria, causes, or effects--
of a possible audit objective
in the management process :
being audited:

{a) By analyzing background
data,

(b) By interviews, records
examinations, or obser-
vations,

(3} Should assert the other
element or elements to
have a possible audit
objective,

© {4) Should assert alternatiye

criteria and other elements te
establish possible alternative
objectives,

(5) If possible alternative ob-
jectives are ‘to be considered,
should obtain evidence on one
or more elements of the possi-
ble alternative audit objec-
tive when no evidence has pre-
viously been obtained,

(6} Should summarize evidence
and assertions,

(7) Should conclude from evidence
and assertions that they:

{a) Should go tm Phase 1 on
the audit objective or,
{(b) Should stop.

o

The Auditors:

11} Should obtain additional
background information
on the managément area

+ being reviewed,

{2) Should obtain suff1c1ent
evidence on audit objective
to determing either:

{a) That there could be a

. reasonable and firm
criteria,

(b} That action or lack of
action at one or more
levels of responsibility
could cause an.effect,

(¢} That the possible ef-
fects could be signifi-
cant, or

{d} That evidence could not be
obtained on the three ele-
ments of the audit objec-
tive,

{3) Should summarize the evidence
obtained,

(4) Should conclude whether the
evidence warrants that they
{a) Should go to Phase III,

_or :
(b) Should stop.

The Auditors:
[T Should obtain additional
background information
{2} Should obtain additional
evidenze on the audit objec-
tive to determine:
(a) The acceptability and
appropriateness of cri-
teria and that any argu-
ments against acceptability
and appropriateness of
criteria can be rebutted.
(b) The specific action or
lack of action at levels ©
involved which caused
the effects, ~
{¢) The stignificance of the
effects,. or
(a) That for the audit objec-
tive, no appropriate criteria,
no determinable causes, or n¢
significant effects camn bey
determined, * N
Should summarize evidence in
terms of criter1a‘ causes, and
effects,
Should conc]ude from the.sum-
marized evidence that the effects
are significant when the results of

n
—

The Auditors:

Should obtain additional

background infermation

needed to communicate

conclusion on avdit objec-

tive examined in Phases |,

11, and FII. -

(2) should communicate the
conclusion to the audit
objective:

(a) Should set the scene
through the use of
background data and
statement of the audit
oblective,

Should provide reader
sufficient evidence .
on criteria, cavses, and
effects to iet him come to
the same conclusion on the
audit objective as the’

- auditors,

(3} Should provide recommendations
to the proper levels of manage-
ment to carry out criteria as
standard for future management
actions.

" -

the actions are evaluated against the

¢riteria. and,

If the evidence supports the comclusion,

should report finding, Phase IV, ors

If the evidence is not sufficient to

support conclusion:

{a) should obtain additional evidence
to support conclusion, and report

.

finding, o,
(b) Should stop.
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Section VII -- Performance Auditing for Improving Management's Efficiency
- and Economy .

This section is strictly a case study, based upon a report by the
General Accounting Office (GGD-76-46) entitled, "How the District of
Columbia Might Better Manage Its Tax Compliance Program," March 12, 1976.
A copy of this report is included in these instructional materials as
Appendix A. The class leader may want to work from the actual report.

This case study illustrates an efficiency and economy audit. Often
‘the auditor or manager thinks only of cutting costs to improve economy
and efficiency. As this case study illustrates, however, increasing
revenues may also improve operations.

The first scenario in this case study pertaining to the preliminary

survey (pages VI.9.79 through VI.9.85) should be distributed at this
point. After reading and studying the material, the participants should
be able to come up with one or more audit objectives pertalnlng to
improving the revenue picture of the State of ABC. The participant might
want to approach the scenario by making several objectives instead of only
one. However, the suggested solution given to the students at the
beginning of scenario 2-shows only one objective with several criteria.

You may find that the students will want to spend some time in
discussing the statement of objectives in terms of accountability versus
management control. If so, they will want to know whether the auditor
is trying'to find out what is wrong, or is trying to find out how to
carry out the activities in the est manner 32551b1e.

Upon completion of the discussion on scenario 1, scenario 2 (pages
VI.9.86 through V¥1.9.91) should be distributed and discussed. The
participants in this scenario may want to go much further than the
information allows or the answer given at the beginnlng of scenario 3
suggests. However, it should be understood that theré is no such thing
as a rigid cut-off of phases in the audit process. The auditor could
- have accomplished ‘the preliminary survey and the review and testing
of management control at the same time. In addition, he can often obtain
information during the preliminary phases which can be applled during the
detailed examination. f

The purpose of breaking down the audlt lntorphases is to be better
able to accompllsh the audit in the most efficient and effective manner.
There is no reason to continue an examination when all indications show -
that the operations are being carried.out efficiently and effectively.

Yet many auditors, lodking for a chance to find something wrong, will carry

out the preliminary phases to the extreme, thus wasting both their time

and the time and money of the agency or company.
, g -
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Case VII-1: Scenarios 3 and 4

Scenario 3 (pages VI.9.92 through VI .9. 101) should be distributed
upon the completion of the discussion of scenario 2. The suggested solution
to the Preliminary Review and Testing of Management Control is given as
the foreword in scepario 3.

There may be some discussion as to whether the evidence is adequate
to support the conclusion as presented. It must, be understood that the
information shown as evidence in scenario 3 is only a suunany of the
evidence that the auditor would have obtained.

Any reader of the scenario may want quite a bit of information on the
background, purposes, and general principles of self-assessment taxes. If
this material is presented, then the reader should be able te¢ understand
how adequately cormunicating information about the tax law and requirements
would improve the revenue picture for the state. Othenwlse, he might think

that any additional communication effort might only gesult in additional
costs to the state.

Scenario 4 (pages v1.9.102 through VI.9.104) should be distributed
and discussed upon the completion of /Stepario assignment 3, - It would
seem appropriate that the Audit Repott contain recommendations to the
Governor and the Commissioner of Revenue for certain actions to take
place. For example, the auditor should .recommend to the Governor that
revisions be made in the state taxatign laws to bring these laws.in
conformity with the federal law regarding state and federal tax retums.
In addition, the recommendation should state that thé Commissioner of
Revenue should lnstltute procedures for the following:

(1) Adequately communicating information concerning the State laws
on self assessment taxes.

{2) Providing adequate help to taxpayers including understandable
instructions and forms and taxpayer assistance.

(3) Deveteping computerized lists of taxpayers who have had income
tax witmheld and relating to Federal retums to identify and
follow up on non-filers.

(4) Developing lists from inside and outside the Department of
sources of poss1b1e taxpayers who presently are not paying any

\ of the sales or income taxes.

(5) Developlng computerized lists of sales tax taxpayers and matching
returms with lists.

(6) Promptly determining whether a business is non-profit and there-

fore exempt from income taxes but not sales taxes or it is a
profit business and liable for both sales and intome taxes.

!ilgaxxiﬁ
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(7) Field auditing returns selected by computer from standards which .
'~ determine the possibility of maximum benefits for dollars invested. .

(8) Desk auditing selected random retums and notifying taxpayers
that their returns have been audited and accepted as correct or
that additional tax is due.

(9) Immediately starting co]lection-procedures when a tax becomes
delinquent.

- . : V1.9.xxv
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Section VIII -- Performance Auditing for Detefminfng the cffectiveness
of a Program

This final section is composed of a case “study and four different
scenario assignments. The case study involves a review of a local jails
program of the City of X and is based on information contained in a GAQ
report {GGD-76-36) entitled, “Conditions in Local Jails Remain Inadequate
Despite Federal Funding for Improvements,” dated April 5, 1976. A copy
of this report is available as Appendix B to these instructional materials
or may be obtained directly from the General Accounting Office.

The general definition of a Ero%ram suggests that those individuals
or groups responsible for implementation must have an objective to be
~accomplished. If they are to effectively accomplish the program obJectlve
or objectives, persons in charge often must cross jurisdictional lines.

The recognized linkages between program objectives and accomplishments
{effectiveness) in performance auditing underscores the Close relation-
ship between this auditing approach and the concepts and practices of
program budgeting {(as discussed in module 6 of this NTDS series). The
program audit of performance auditing procedures evaluates the program

in order to determine whether the objectives have been accomplished.

Most public programs arve usually very large and somewhat complex.
Therefore, in developing a case study which would allow the student to
understand the conceots of program auditing, seidom will time constraints
permit all of the i. ormation needed to be in-place or allow the student
to do all of the work necessary to understand fully the complexities
involved in reviewing a program. For example, cost-benefit and cost-
effectiveness studies (the subject of module 5 in this current NTDS
series) could be made'in almost any program in order to.determine the
level of effectiveness attained. Often in a program audit, however,
it is unnecessary for the auditor to compute the costs and benefits
or the cost effectiveness of the program. Rather, the auditor has only
to determine whether the program has or has not effectively accomplished
its purposes. Recommendations can then be made to those responsible for
the program regarding the development of studies to show which processes
will accomplish the program in the most cost-effective manner.

Another problem often encéuntered in program anélys1s is that, in
goveynment, often the information that is necessary or that can be used
to measure the accomplishments of a program is rather scarce. Therefore,
the auditor frequently must develop a great deal of information himself,

-which he was unable to obtain from the agency's information or accounting
system. As a consequence, in making a program audit, the auditor often °
will gather just enough evidence to convince management that the program
is or is not effective, but not enough to accurately measure the level
or degree of effectiveness.

VI.9. xxvi

PR Y
Ha




~ Performance Auditing

Scenarios for Section VIII . : .

. Scenario 1, The Preliminary Survey (pages VI.9.105 through V1.9, 114)
should be distributed at this point. It will take some time for the
participants to read and digest the material. Yet, they should be in-
terested enough in the information given to spend the time to read the

_ entire. casé. There are so many problems that could be discussed from
" the case materials that the instructor will have to watch very care--
fully or the discussion will center on the preliminary survey instead

of the total program review.

Only allow the participan\s sufficient -time to make a decision as
to whether they can come up with a tentative objective for this program.
The instructor should allow the participants no more than 45 minutes to
read and then to discuss the scenario. Since a tentative objective is
given as the introduction to scenario 2, no additional possible sol ution
s gwen for the instructor.

After the discussion and an agreement on a tentative solution to
scenario 1 is reached, scenario 2 {(pages VI.9.115 - VI.9.118) should be
distributed. Do not allow the discussion to continue too 1ong or there
will be insufficient time to complete the entire case study. One hour
should be the maximum time spent on scendario 2. '

: Scenario 2 brings out that the auditor must ascertain whether a .
measurable standard can be developed before he proceeds teo far in the

evidence gathering process. The standards applicable te this program

follow fairly closely from those stated in the court decisions outlined

in scenario 1. It is not necessary that the participants agree with all

of these standards, but if they do not, then what remedy exists if one of

the 1nmates brings court action against the city?

Upon compietion of the discussion on scenario 2, distribute scenario 3
(pages VI.9.119 ~ VI.9.125). The introduction to scenario 3 provides a
possible solution to the questions raised in scenario 2.

The introduction to scenario 4 gives a possible answer to the
required questions and discussion of scenario 3. This final scenario
(pages V1.9.126 through VI.9.127) should be distributed following the dis-
cussion of the Detailed Examination. This Report scenario should bring
together all of the information which was obtained on the local jails.

The auditor has the information, but the recipient of the: report only has
the information which the auditor places in the Report. The instructor
may want to discuss with the participants the answers that they would have
given if they had only the report rather than all of the information the
auditor had (as detailed in the first three scenarios of this section).

The participants may suggest other recommendations or a different
approach to the conclusions. They should be sure, however, that they

have sufficient evidence to support their conciusions or the recommenda-
- tions. ~ : .
15
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Section IX -- Wrap-Up and Evaluatioﬁ Session

This session should be used by the instructor to evaluate just what
was learned by the participants and how the instruction of the course
or workshop could be improved. It may be appropriate to ask the partici-
pants tc prepare a written evaluation of the course, rather than having
only an oral evaluation. Usually, not much time is left for this section.
Therefore, if the written evaluations cannot be prepared during the work-
shop, the participants can be asked to send their evaluations to the
instructor after they have returned to their jobs and have had a little
time to reflect on the materials covered in the workshop.

46
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APPENDIX A

UNITED STATES
GENERAL ACCOUNTING OFFICE

HUH THE DISTRICT OF COLUMBIA MIGHT BETTER MANAGE
ITS TAX COMPLIANCE PROGRAM.

The District should have a system for identifying and analyzing
the reasons that.individuaTs and businesses are not voluntarily
complying with its tax laws. Such a system would allow the
District to better communicate tax law requirements to the public
and improve assessment and enforcement procedures.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

General Government
Bivision

B-118638

To the Mayor and Council
of the District of Columbia

"This report describes the District's program for encouraging
individuals and businesses to comply voluntarily with District tax
laws. An information system is needed as a better basis for focusing
management's attention on problem areas. '

Section 736{b){3) of the District of Columbia Self-Government and
Governmental Reorganization Act {Public Law 93-198, 87 Stat. 774}, approved
December 24, 1973, requires the Mayor, within 90 days after receiving a
GAQ audit report, to state in writing to the District Council what has
been done to comply with our recommendations and send a copy of the
statement to the Congress. Section 442(a)(5) of the same act requires the
Mayor to report, in the District of Columbia's annual budget request :
to the Congress, on the status of efforts to comply with such recommendat1ons.

We are sending copies to interested congressijonal committees and
the Director, Office of Management and Budget, as well as the Directors,
0ffice of Budget and Management Systems, Department of Finance and Revenue,
and Office of Municipal Planning.

Victor L. Lowe
Director
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REPORT TO THE MAYOR AND COUNCIL HOW THE DISTRICT OF COLUMBIA MIGHT
OF THE DISTRICT OF COLUMBIA - BETTER MANAGE ITS TAX COMPLIANCE
- PROGRAM - -

DIGEST

Self-assessment and voluntary payment of taxes are fundamental to a
successful District tax program. The District Collected about $396
million in fiscal year 1975 through taxpayers' voluntary self-
assessments.

The District has encouraged voluntary compliance with tax laws by an active
program of taxpayer -assistance and enforcement: identification of and
followup on nonfilers, audit of tax returns, and collection of delinquent
taxes. However, more could be done. Systematic analysis and evaluation

of the program should help the District to achieve greater voluntary
taxpayer compliance and to receive revenue that otherwise would require
enforcement effort.

The District must find out why people {1) need help with their tax returns,
(2) do not file returns or pay their taxes, and (3) make mistakes in
preparing their returns. With such insights, the District should know more
precisely when it needs to (1) better inform. the public and (2) improve
assessment and enforcement procedures. The District needs to establish a
system for analyzing the .voluntary taxpayer-compliance program and provide
for obtaining the information for such analysis.

The District's Department of Finance and Revenue agreed that more emphasis
on program analysis and evalution was needed: As a result, internal
evaluation of department programs was transferred to the Office of the
Oirector of Finance and Revenue and the information and resource require-
ments for ana1y21ng and evaluating voluntary taxpayer compliance are g
being studied. * Mayor Washington said that he will support the Department's
efforts in this area.

The Oepartment of Finance and Revenue recognizes that administration of
the District's self-assessed taxes might be improved by:

-- Establishing computerized master {historical) tax files.

-- Improving coordination of compliance activities for the personal
property tax and other business taxes.

~- Closer monitoring of tax exemptions.

The Mayor irdicated that the D1str1ct will consider the improvements
needed in these areas. _
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/1 CHAPTER 1
INTRODUCTION

In fiscal year 1975, the District of Columbia collected about $396
million from self-assessed™taxes -- those for which taxpayers filed
returns and established the amounts due. Self-assessed taxes include
sales and gross receipts, income (individual, corporation franchise,
and unincorporated business franchise), and inheritance and estate taxes.

Tax administra“ion is based on the premise that individuals and
businesses will {1} voluntarily follow the laws, regulations, and related
assessment instructions, (2) file proper tax returns, and (3) pay taxes
due. :
| To encourage individuals and businesses to pay their taxes, the
District, like the Federal and State governments, (1) communicates its
tax law requirements to taxpayers, (2) helps them understand the rules,
(3) audits tax returns, (4) identifies and follows up on nonfilers, and
(5) collects delinquent taxes. . :

. N B
- The Department of Finance and Revenue (DFR) administers the tax
laws. DFR's authorized positions and fund allotments for fiscal year
1975 were as follows: ]

Category ' Positions Allotment
Administration 22 $ 510,800
Programs and data systems 67 1,127,400
Assessment administration : 147 2,178,500
Tax administration 195 2,973,300

" Treasury o _100 © 1,513,700
TOTAL 531 $8,303,700

DFR's Office of Tax Administration is principally responsible for
assuring compliance with the tax laws. The Tax Compliance and Registration
Division (TCRD) informs and assists taxpayers and discovers-and follows
up on nonfilers. The Tax Audit and Liability. Division (TALD) audits
tax returns and suppiements TCRD's information and assistance effort.

_ Until fiscal year 1975, the District Treasury Office enforced
payment of delinquent taxes (excluding real estate). The Office of Tax
Administration now does this. Prosecution of tax delinquents is handled
by Corporation Counsel.

In fiscal year 1975, internal evaluation of the tax programs was

transferred from the Office of Program and Data Systems to the Director
of DRF.
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SCOPE OF REVIEW

We examined the District's means of promoting self-assessment and
voluntary payment of taxes and discussed compliance programs with
Internal Revenue Service (IRS) tax officials from several States.

He reviewed the District's policies, procedures, regulations, and
available statistics on the administration of self-assessed taxes. The
District performed certain compliance tests for us.

Our review was limited, sipnce we were denied access to tax returns
and related tax administration records because of D. C. Code 47-1564
(income and franchise taxes) and 47-2615 (sales tax). These statutes
prohibit the District from divulging the data contaipned in a specific
tax teturn or related records, except to an official of the District
with a right to such data or the proper officer of the United States
or any State.

The District's Corporation Counsel has ruled that the."proper
officer of the United States" referred to ip the code is one that
administers Federal tax laws -- the IRS Commissioner or his. authorized
representatives.

Under this ruling we could not verify the District's information
or review any compliance activities involving detailed tax information.
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CHAPTER 2 =

NEED FOR SYSTEMATIC. ANALYSIS AND

“ . EVALUATION OF COMPLIANCE PROGRAM RESULTé

The District has an active program for administering self-assessed
taxes; however, more could be done to lmprove voluntary taxpayer compliance.
DFR had not establiched a system to ana]yze the voluntary taxpayer
compliance program and lacked adequate information for such analysis.
Therefore, DRF did not have data on the reasons individuals and businesses
are not ‘voluntarily complying with the tax laws sufficient to ldentlka
prablems needing attention.

INFORMATION NOT AVAILABLE FOR
EFFECTIVE _ANALYSIS AND EVALUATION

The following sections discuss the data needed for effective analysis’
and evaluation of taxpayer assistance, identification of and' followup on
nonfilers, audit of tax returns, and collection of delinguent taxes.

Taxpayer assistance ©

VoIﬂntary compl iance with se]f-assessed taxes reqyires adequate -
information. - In addition to routinely distributing taﬂ forms and
instructions for completing them, DFR's information’ program in fiscal
year 1974 consisted of

-- preparing ‘and distributing. information which communications
and news media could use to pubiicize the individual income
tax -and the availability of tax assistance from the District
government,

-- providing instructions and‘traiﬁing to selected government
and industry employees to enable them to help their fellow
employees prepare tax returns,

-- participating in public affairs broadcasts to present individual
income tax information,

-- discussing tax matters before trade associations and profeSSIOnal__
groups, and .

-- ruling on techn1cal 1nterpretations of tax laws.

- TCRD, aided -periodicaily by TALD, provides additional assistance
and information requested by taxpayers. In fiscal year 1974, TCRD
received about 136,000 requests for assistance and 1nfomrat10n by
telephone call, persona1 visits, and correspondence. About 15 staff-
years were used in answering these requests.

Requests for individual income tax ass1stance and information
accounted for more than 100,000 of these contacts -- about 1 contact for
every three individual income tax returns filed. The remainder were from -
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businesses. Data on these taxpayers' requests for help was not documented
to provide a basis for meaningful analysis of how many taxpayers of what

status needed what kinds of help.

During the filing period for tax year 1974, IRS had a program to
accumuiate data on telephone assistance requests to identify the 25
questions most frequently asked by taxpayers. IRS believed this information
would provide a basis for improving its taxpayer assistance efforts, which,
in turn, should enhance voluntary compl1ance by taxpayers This is an .
example of the data collection needed in the District's taxpayer ass1stance
program.

A good tax informatfon program also needs data from the District's
other compliance activities.. (See p."17.) For example, audits of tax
returns could reveal specific needs for. clarified instructions or general

~ . publicity. Therefore, these activities must be systemat1ca31y ana]yzed

and evaluated before an effective information program to improve
voluntary compliance is possible.

Identification of and followup on nonfilers

TCRD identifies ahd follows-uf on} individuals and.businesses that
do not file tax returns. About 33 staff-years were used in fiscal year
1974 to followup on nonfilers; 8 of these dealt with 1nd1v1dual income

- tax and 25 w1th business taxes:

+

T
These are the results of TCRDgs followup‘for fiscal year 1974

Cases ' Total
Type of case ' followed up assessed
. ) ' - {mi1lions)
Individuals - . 8,875 - $2.3
Businesses - af41,923 - o 12.8
- Total . 50,798 . $15.1
s . == . —_—

a/ This is not the number of businesses invoived. B8usinesses
are required to file returns and pay taxes montly, quarterly,
or annually depending on the amount of tax owned. A
.delinquency occurs when a required return is not received
on time. It would be possible for a large firm which was
required to file month]y returns to be deL1nquent severa]
times during the year.-

Individuai income tax

. Recommendations to increase the effectiveness of the D1str1c§%
e

'.program to identify and follow up on individual income tax nonfil
‘'were included in our report to the Congress entitled “What is Being -
Done About Individuals Who Fail to File a District Income Tax Return?"
-(GG0-75-8, Mar. 20, 1975). In this report, we took the position that

all: identified potent1al nonfilers must be contacted and made to . .pay

any income taxes due. Such action should enhance future voluntary

compliance with income tax f111ng and ihcome report1ng requirements.
(. VI.9.A5 ~ '
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The causes for nonfiling must be identified and analyzed to find
out how to reduce future nonfilings. DFR did not have quantitative
data on the reasons individuals failed to file returns; therefore,
DFR management did not have adequate information to address the nonfiling
problem in the most effective manner.

At our request, TCRD off1c1a1s‘exper%enced with following up on
nonfilers 1isted the reasons for nonfiling in what they believed to be

the order of frequency, from most to least freguent, as follows. The
nonfiler:

1. Worked outside the District {usually Maryland or Virginia)
and the employer did not withhold District income tax; the
nonfiler did not understand procedures requiring the filing
of a declaration.

2. Did not realize a tax return (D-40) should have been filed at
the end of the year, because District tax was withheld or a
declaration was filed.

3. MWas domiciled (maintaining permanent legal residence) in the
District but 1iving outside of the District and did not
understand the meaning of the term domicile.

Did not know there was a District income tax.

5. Was employed by the U.S. 1eg1slatwe branch and thus thought .
he or whe was exempt.

6. Was employed as a Presidential appointee and thought he or
she was exempt, but was liable because of domicile in the District
or lack of Senate confirmation.

7. Entered military service from the District and thought he or
she was exempted by the Solider's and Sailors’' Civil Relief-
Act.

8. Thought the return had been filed by an accountant or attorney.
9. Believed retirement pay or d1sab111ty pay was exempt.

"10. Was the spouse of a Presidential appointee or of an elected
officer's employer and be11eved himself or herself to also be
exempt.

The 1ist represents the kind of information that should be systematically
derived from the results of the followups on nonfilers and then ana]yzed
and evaluated to develop procedures to reduce nonfiling.

Bus1ness taxes

The business master index file is used by DFR to discover wh;;?er
businesses compiled with tax filing requirements and to register ¢
businesses in the District for tax purposes. Businesses are indexed
' through DFR registration procedures. In Fiscal year 1974, about 35,000 .
2 . businesses were. registered. .

5
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According to DFR procedufes, businesses are told when registering
of taxes owed and tax filing requirements. Tax returns filed are
matched against registration records, and registered businesses that
have not filed returns or paid taxes due are followed up on. To
facilitate this process, DFR is computerizing its master index file.

DFR relies on information ‘from inside and outside the District
government to identify firms doing business in the District without
having registered for sales, withholding, or franchise taxes. The
principal sources of such information are: .

1. The Department of Economic Development for occupancy permits
issued to new businesses.

2. The Department of Geperal Services for contracts awarded for
building demolition and construction.

3. The Armory Board for scheduled events to be held in the D C.
Armory.

4. Dodge Reports monthly publications for construction contracts
awarded“\in the District. -

5. Recorder

Deeds for firms incorporating in the District.
6. The yellow lpages of the te]ephong directory.

' In fiscal year 1974, TCRD discovered 559 businesses that wer® not
registered with the District for taxes. These delinguencies are included
in the 41,923 cases shown on page 4.

. According to DFR's records, considerable backlogs exist in following
up on business taxX delinquents. The backlogs as of June 30 of fiscal
years 1974 and 1875 were 4,053 and 11,440 cases, respectively. DFR
had proaected thyt the rate of tax de11nquency and de11nquent case back-
1ogs would incregse, due in part to

\

-- lpcreas tax rates inducing the chronic delinquent to avoid
filing and/or paying until compelled to do so and

-~ staffing limitations making it difficult to deal with increasing
de]inqhg§ts.

DFR 'did notihave information compiled on the reasons businesses
became de]inquen% Information on the problems businesses -have in complying .
with filing requirements should help DFR find ways to improve -the situation.

Audit of tax returns

TALD audits self-assessments by individuals and businesses. Ip a tax
program which relies essentially on voluntary compliance with tax laws,
auditing of tax returns can affect taxpayer's preparation of returns in
two ways: helping to deter willful incliusion of erroneous information on
tax returns. and providing tax administrators with useful data on taxpayers' .
problems with understanding instructions and preparing their returns. '

TALD's audits attempt to achieve equity, broad coverage of all tax
areas, and the greatest additional revenue. Returns audited, resources /
applied, and added reveune over the three fiscal years ended June 30, 1974
are shown below for each type of tax. r-é;
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Individual income:
Audited returns
Audit revenue
Audit hours

Fiduciary: '
Audited returns
Audit revenue
Audit hours

Witholding:
Audited returns

Audit revenue
Audit hours

Corporation:
Audited returns
Audit revenue
Audit hours

Unincorporated business:
Audited returns
Audit revenue
Audit hours

Sales and use:
Audited returns
Audit revenue
Audit hours

Motor fuel:
Audited returns
Audit revenue
Audit hours

Alcoholic beverage:
Audited returns
Audit revenue
Audit hours

Cigarette:
Audited returns
Audit revenue
Audit hours

Inheritance and estate:
Audited returns
Audit revenue
Audit hours

Total:
Audited returns
Audit revenue
Audit hours

FY 1972

11,322
$1,144,.14
31,086

98
4,860
- 140

440

82,448
949

826
198,808
3,192

353
36,486
1,111

437
836,298
213353

1
- 2,022
83

60
354

2,273 °

4
4,304
826

3,219
2,750,143
7,165

16,760
$5,059,937
$ 68,178
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FY 1973

12,223
$1,226,617
30,689

63
22,806
79

417
20,031
840

1,087
614,910
4,086

410
77,844
1,307

340
945,276
15,268

3

74

52

1,558

4
3,338
504

2,079

1,635,154
6,818

s

\\

R 7,079

FY 1974

15,214
$1,741,028
31,747

143
5,579
231 .

477
28,554
938

868
684,647
3,694

347
133,882
1,358

438
1,175,892
19,005

1
19,696
134

58
1,970
1,927

5
1,094
846

2,980
1,468,930

20,533
$5,261,272
$ 66,959




The preceding schedule of general audit statistics is not detailed enough .
for meaningful evaluation, but it raises important questions which managers
should answer by collectiong more details. For example, over the 3-year
period shown, audit revenue from individual income, corporation, and
unincorporated business taxes steadily inci2ased without a large increase in
audit hours applied. The question posed to the manager is: "Why?" One
possible explanation might be that inadequate steps were taken to correct
the causes of audit findings in 1972 and/or 1973, and they were recurring.

DFR had no procedures for compiling audit results in the detail required
to effectively evaluate findings. For example, one problem found by audit
personnel in individual income tax returns involved differences in certain
provisions of District and Federal income tax laws which often caused
individuals to follow Federal rules instead of the District's. DFR had
compiled no data on such erroneous reporting, such as items for which Federal
rules were most often followed. Such data could help to determine corrective
action needed and subsequently to measure the effect of that action.

Also, DFR uses various criteria for selecting returns to be audited.
Data on results produced using each of these criteria was not available.
Such information could help DFR evaluate the criteria and insure that audit-
ing is increasingly directed toward obtaining voluntary taxpayer compliance
and concentrating on areas of highest revenue productivity.

Because of our suggestions, DFR said it is now c011ecting data on audit
results in more detail.

Collec*ion of_de]inquent *axes

The collection of unpaid taxes is the ultimate enforcement action taken
to equitably administer the District's tax system. It is the "teeth" of the
system. }

'The Delinquent Collections Division collects all delinquent taxes except
real estate. DFR can refer cases to the Corporation Counsel for prosecution
when it believes such action is warranted. In fiscal year 1974, DFR spent
about 31 staff-years to enforce collection of District taxes. Corporation
Counsel assigned three attorneys to prosecute tax delinquents.

The following schedules show the delinquent collection actions completed

during fiscal years 1972, 1973, and 1974, and the delinquen. tax accounted
receivable at the end of each year.
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Action

Delinguent Collections Actions Completed

Fiscal Year

1972

“Number

Amount

1973

Number

Amount

1974

Number

Amount . |

Collected
- by DFR .
(note a) 13,654  $4,842,279 $5,753,783 $6,618,851

18,060 21,136

Written
off
{note b) 5,976 623,936 8.147 - 816,774 7,542 795,797
Collected
from
prose-
cutions

(note c) 613,264 191 963,083 90

302 848,431

a/ Included in DFR collections are delinquent taxes collected by the billings
process without revenue officer action. Before referring delinquencies to
revenue officers, the District will bi11 individuals twice and businesses
once. The amounts of ¢ollections resulting from these billings were not
available separately from DFR.

b/ Accounts are written off after a determination by the District that further ‘
administrative or legal effort to collect taxes owed would not be productive.
Delinquent taxpayers are not forgiven their tax debts, however. .

c/ Collections from criminal proceedings only.

Collections from civil proceedings
were not available, .

Deilinquent Tax Accounts Receivabie

June 30, 1972 June 30, 1973 June 30, 1974

Tax Number Amount Number Amount Number - Amount
Individual 39,569  $3,808,097 44,955 $4,529,447 42,510  $5,989,018
Personal ' . ‘ B

property 3,307 854,070 1,782 589,455 2,072 570,020

© Sales . 5,634 1,910,348 8,388 2,618,550 8,084 3,075,882

Employee

withholding 3,324 672,749 4,132 889,049 4,870 1,277,833
Unicorporated 1,149 190,670 1,396 246,709 2,667 " 300,833
Corporation 956 304,575 1,276 382,590 2,515 520,807
Inheritance 857 1,599,910 994 1,219,577 1,002 1,915,131
Estate 22 376,843 17 162,358 8 148,807
"‘Recordation 3 3,198 10 9,996 21 15,181
Others ' 32 3,573 . 1 123 ] 123

TOTAL 54,853  $9,724,033 62,951  $10,647,854 63,690 $13,813,635 .
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Note: Comparison of the above yearend balances with collections shown on
the preceding page would be ‘misleading because balances include
penalities and interest computed to the date the delinquencies were
established, whereas collections included penalities and interest
to dates of collection.

When delinquent tax accounts are referred to revenue officers, their
actions include:  the use of dunning notices; telephone or field contacts
with the delinquents; legal attachment of salaries, wages, bank accounts,
and property: and referral to Corporation Counsel for prosecution. At
his discretion, a revenue officer may taken these actions successive]y or
selectively, dependlng on his evaIuat1on of the individual's or business'
tax paying record.

The principal problem indicated by our review of delinquent tax collection
activity is the backlog of cases. The collection effort is relatively
successful once undertaken; for every doliar of delinquent tax written
off in fiscal year 1974, $9 were collected. Earlier contact could result
in fewer writeoffs and prompter collection 'of taxes. Many writeoffs occur
because by the time revenue officers initiate action the delinquent cannot
be located or has no remaining assets.

Actions have been taken recently which should help-to collect delinquent
taxes, reduce backlogs of cases, 'and accelerate the collection process.

In April 1974, the Office of Municipal Audit and Inspection {OMAI)
reported to the Mayor that for tax year 1972 about $1.1 million in income
tax was refunded to individuals who owed the District $810,000 in taxes
for-ihﬁor years. Subsequently, DFR established a program to offset taxes
owed by individuals against any refunds they claimed. In fiscal year 1974,
$768,000 was collected on 8,453 delinquent cases as a result of this program.

We also noted that, according to DFR procedures, when TCRD revenue officers
who identify and follow up on nonfilers could not collect taxes, they turned
cases over for enforcement to revenue officers in the Delinquent Collections
Division, which was than part of -the Treasury Office. This duplicative

handling of cases by revenue officers unnecessarily delayed the enforcement
effort. We suggested that once-a nonfiling case was assigned to a revenue
officer for followup, that officer should take all enforcement steps necessary
to collect the tax due.

In December 1974, DFR transferred the Delinquent Collections Division
from the District Treasury to the Office of Tax Administration. This was done
to better coordinate the delinquent discovery and collections activities until
DFR can fully review the feasibility of combining the enforcement activities
of all revenue officers.

Greater efficiency of delinquent tax collection may be possible, but
detailed data on these efforts -- e.g., results of steps taken and measurement
of particular collections problems -- is needed to adequately evaluate how
improvements can be made.
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SYSTEM FOR ANALYZING
COMPLIANCE PROGRAM NOT ESTABLISHED

In fiscal year 1969, a program and evaluation staff was established
by DFR and placed under the Associate Director for Program and Data Systems.
In fiscal year 1974, the staff assigned consisted of three management analysts,
a management analyst trainee, and a forms technician.

. Program evajuation was inherent in the development, coordination, and
administration of the Department's program planning and reporting system.
DFR stated the primary purposes of the system as follows:

To provide a systematic and uniform approach to planning and
coordinating related Department activities.

-- To more accurately estimate and project program requirements.
-- To allocate resources. .
-- To inform the Director of program plans, progress, and problems.

Program evaluation corresponds to the last of these purposes, and when performed
effectively it would provide information needed to accomplish the first three
purposes.

To increase voluntary taxpayer compliance with self-assessed taxes, the
reporting system should have been informing top management of progress made
and problems encountered. It was not doing so because DFR_had not established
a system to analyze program results. .

DFR officials said that systematic analysis of compliance activities had
not been established because adequate resources were unavailable. The evaluation
staff that was available concerned itself largely with other aspects of the
reporting system -- for example, developing periodic reports.

A factor contributing to the lack of emphasis on analysis and evaluation
of the compliance program could have been the assignment of the evaiuation
staff to the Office of Programs and Data Systems, which is concerned with pro-
viding services to operating groups. With the thorough support of top manage-
ment, program analysis and evaluation can function in any part of an organization,
but it is most successful when ~- as is the case with internal audit groups --
it is placed in an organization where its independence from operations is
greater.

a4

The Director, DFR, accepted our suggestion that program evaluation be
moved to his office and, in December 1974, issued a departmental reorganization
order to accomplish the transfer. The Director informed us that DFR was reviewing
the existing management information system, evaluating existing data and the
need for new data, and deciding whether management would need additional
resources to improve information to use in planning, managing, and evaluating
the progranm.

The District's internal auditors also should give more attention to
reviewing tax administration. OMAI's audits of DFR activities have been
principally in traditional internal audit areas, such as reviewing controls
over cash receipts and disbursements. While these audits are necessary,

OMAI should increase the scope of its work in DFR to include regularly scheduled
broad reviews of tax administration. The Director of OMAI informed us that he
will include such reviews in his future plans. ;;l
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The newly established District of Columbia Auditor can provide additional
audit coverage of tax administration. Since his reports :ican be made publiic,
they could be an important source of information On the administration of
District taxes. The District of Columbia Auditor should consider the adequacy
of work done by OMAI when setting the scope of his reviews. '

Lonclusions

. The concepts of self-assessment and voluntary payment of taxes are
fundamental to a successful District tax program. The District collected
about $396 million in fiscal year 1975 from self-assessed taxes. The voluntary
compliance with tax laws achieved in the District has been promoted by an
active program of-taxpayer assistance, identification of and followup on
nonfilers, audit of tax returns, and collection of delinquent taxes. However,
more could be done.

Systematic analysis and evaluation of the program could enabie the
District to achieve even greater taxpayer compliance with self-assessment rules,
resulting in-additional tax revenues. DFR had not established a system.to
analyze the compliance program, and inadequate information was compiled for
such analysis.

DFR has recognized that it should .place more emphasis on program
evaluations. Program evaluation was transferred to the office of the Director
of Finance and Revenue, which is studying what information and resources are
needed for effective analysis and evaluation of the compliance program. This

. is the necessary first step to establishing a management information system

that will enable DFR to analyze and evaluate the program from year to year.

Recommendations

The Mayor should:

-- Insure that DFR (1) Completes its review of the information and
resource requirements for systematic analysis and evaluation of the
tax conpliance program as soon as possible and (2) takes appropriate
action to establish a management information system that will best
serve the Department in.planning its compliance activities.

-- Provide the necessary resources to support DFR's efforts to improve
_ the voluntary taxpayer compliance program. Such efforts can help
insure maximum revenue for District services and equitable distribution
of the tax burden among District residents.

Mayor's Comments

The Mayor said that although accumulating additional detailed statistics

'will take time-away from revenue-collecting staff, additional useful knowledge

about taxpayer compliance problems might result. He said that projects have
already been initiated to accumulate more detajled statistics on tax audits
and on the questions most frequently asked by taxpayers, and other projects
are planned by DFR.

S
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The Mayor said the District government will support the Department
of Finance and Revenue's programs to improve voluntary compliance with
tax laws. :

We hope DFR can devise ways to .develop the data it needs without placing
undue administrative demands on personnel such as revenue officers engaged
in compliance activities. Every possibility for using computers and/or
support personnel for this task should be considered.

The measure of success in a self-assessment tax system is -the -extent
of voluntary participation obtained from the taxpaying public. A1l tax
compliance activities have as their objective increased voluntary taxpayer
participation. An-individual activity, such as following up on nonfilers, -
could be producing revenue year after year, but if it does not adequately
inform management on program resuits, improving the program becomes difficult.

In summary, program analysis and evaluation is not an opfion of manage-
ment; it is necessary to help DFR apply resources most effectively to further
voluntary compliance with tax laws.

VI.9.A14




. | S CHAPTER 3

SUGGESTIONS FOR IMPROVING TAX ADMINISTRATION

We noted some other areas in which the District's administration of
"self-assessed taxes could be improved. DFR officials recognzied the need
for the improvements and said that for most of them DFR had insufficient

resources to further develop their potential.

el £STABLISHING COMPUTERIZED MASTER TAX FILES

) The compliance program for self-assessed taxes could benefit if DFR
established cqmputerized master {historical) tax files on its taxpyaers.
A master file is a composite record of information, obtained from tax -
returns filed over the years by a taxpayer, including the amounts of any
unpaid taxes.

The most m'de'ly known master tax.files are at IRS. A1l tax data and

related information pertaining to individual and business taxpayers are

ptaced in the files, which thus contain a continuously updated record of

each taxpayer's account. Al1l settlements with taxpayers are made by

computer processing of the master file accounts. The data is used for

account1ng records and for issuing refund checks, bills, or notices, answéring
~ inquiries; classifying returns for audit; preparing reports; and other IRS

. processing and enforcement activities.

As mentioned on page 6, DFR is computerizing its master files for
businesses. This project has been in process for several years and.progress
is slow. DFR officials said that resources have not been available to speed
its completion. In our opinion, this project deserves more emphasis.

~ The District should benefit from similar files for 1nd1v1dua1 income ¢’
taxes. With such a file, for example, DFR's recent program of subtracting
delinquent taxes from refund claims (see page 12) could be accomplished
routinely as returns are processed, rather than by specially matching refund
claims against accounts receivabie. The IRS master file system can also
subtract business taxes due from persons who claim refunds on their individual
income tax returns.
o e
: . Other benefits that the District would derive from computerized master
files for individual income taxes include a current tax return mailout 1isting
and more convenient retrieval of 1nformat1on needed for audit and other
compliance actions.
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Percentage of
- total

Registered for all applicable taxes - 86

Unregistered for one or more taxes 11

Claimed exemption from franchise tax but
had no application on file 3

3
Total 6 100
Of the 13 businesses which were not reglstered for one or more taxes:

None had paid the taxes in question.

9 had moved from the addresses shown in the personai property tax
records and could not be located.

Three were unincorporated businesses and claimed they did not
gross $5,000 (mlnlmum for filing).

- 1 appeared llahle for tax and was so advised.

Personal property tax records indicated that most of the 13 businesses
were small firms which had been in operation from 3 to 8 years. During th_g
time, most had paid personal peroperty tax, but no other taxes, “to the District.

The procedures for identifying new businesses and obtaining their compliance
with personal property tax did not include taking steps to make sure that the
. businesses, also registered for other taxes. Similarly, businesses that
registered for sales, withholding, or franchise taxes were not made specifically
aware of personal property tax requirements, because the registration.form -
does not inciude personal property information. Better coordinating personal
property tax and other business tax collection could improve the overall
compliance program for businesses and increase revenue to the District.

"Mayor's comments

. . [
“The groups responsible for obtaining compliance with the personal
property tax and the other business taxes have coordinated their
activities on an informal basis in the past. A study is currently
in process to ascertain the most efficient and effective way of
formalizing and expanding this coordination."

CLOSER MONITORING OF
TAX EXEMPT ORGANIZATIONS

The District does not appear to have an adequate program for monitoring
exemptions from franchise and sales taxes. = DFR was not obtaining periodic
reports from exempted organizations to insure their continued exemptlon, it
provlded very little gu1dance to such organizations on what portion of their
operations had to be in the District to exempt them from District tax.

As of November 1, 1974, DFR records showed 1,472 organizations exempted
from District franchise taxes and 3,433 organizations exempted from sales taxes.
DFR did not have data on revenue foregone or the scope of these organizations’
exempted operations.

-
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) The basic criteria for all District tax exemptions are that the

. organizations be organized and operated exclusively for religious, charitable,
scientific, literary, or educational purposes and that no part-of the net
earnings benefit any private shareholder or individual. These are also the
criteria under which Federal income tax exemption is granted, pursuant to
section 501 (c}(3} of the Internal Revenue Code. In addition to these criteria,
the District's Income and Franchise Tax Act of 1947 provided that such

organizations must dispense their benefits “to a substantial extent" -within
the District.

: The District does not explain specifically to organizations applying !
for exemption from income and franchise tax what it considers "a substantial.
extent” to be. District personnel responsible for reviewing exemption appll-
cations said that the word "substantial” indicates that judgement is invoived
and in reviewing an application, they. consider the amount of money the organization
sperd or the services it provides in the District. " If the organization's activities
benefit the District to a recognizable extent, it usually is regarded as meeting
the criteria for exemption.

. &
The Oistrict does not -receive current information on the status of
“organizations granted exemptions from either the franchise or sales taxes.
The DFR personnel who administer the exemption program said that organizations
" exempted from income and franchise taxes usually do not furnish the annual
reports the District asks for in the letter notifying them of the approval
i of their applications. In the case of sales exemptions, no periodic reporting
requirements exist, even though sales tax certificates have no expiration date
. and could conceivably be used long after the organization ceased to qualify
for exemption. DFR officials said they had no specific procedures for
monitoring exempt organizations' operations.

Unless the District keeps current information on the operations of
exempt organizations, the District could be put at a disadvantage. For
example, charitable foundations and trusts which generate income in the - . B
District through investments or other profitmaking ventures might redistribute
- their charitable benefits to make their exemption from District taxes disproportionate .
to the benefits distributed in the District.
New York State recognizes the desirablility of keeping the contributions
of exempt organizations flowing to the State and has established an active
. program for supervising charitable trusts and foundations. Under New York's
« program, such organizations must report annua]ly in order to keep their exempt
status. To offset the expense of State supervision, the organlzat1ons must
pay filing fees based on their net worths.

To measure the need for improved supervision of the District's exempted
organizations, we devised certain tests which were performed with the assistance
of DFR and OM%I. Generally, our tests indicated that:

-- Organizations are operating in the District under the presumption
that they are exempt from income and franchise tax.

. -- Other organizations which the District has exempted ‘from franchise
- and income tax apparently have not been exempted from Federal tax:
or have had their Federal exemptions terminated.
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-= Many organlzatlons no longer operating in the D1str1ct are on
record in its active exemption files. ‘
The District needs to review its exemption program with a view toward
deve]oping_ways to strengthen its supervision of tax-exempt organizations.

The District should defing the phrase "to a substantial eXtent," either
from the legislative history surrounding its inclusion in the D. C. Code or
by supplemental legislation. Such action would help exempt organizations -plan
their District activities to maintain their exempt status and provjde maximum
benefits to the District's residents from the tax exemptIOn program.

. A]so, the District shou]d consider establishing app]1cat1on filing
fees in order to-help offset the costs of- administering the program.

.

Mayor‘s Comments

“The Director of the Department of Finance and Revenue acknowledges
that more-attention could ‘be devoted to the area of tax exempt
organizations. He believes, however, that any substantial expandea
effort is not practical at this time because of lTimited resources
and higher priority programs. Further consideration wi]] be given
to expanding our efforts in this area in the future.’

TAX ON RESTAURANT
CARRYOUT SALES INCREASED

We also noted a sales tax compliance problem at restaurants which have
both eat-in and carryout sales. Food purchases made ostensibly for carryout
and taxes at 2 percent were being eaten in restaurant facilities and therefore
should have been taxed at 6 percent. The problem was solved, however, by
the City Council's subsequent passage of the District of Co]umbla Revenue
Act of 1975 which taxes all food or drink sold by restaurants and similar
establishments at 6 percent.

CONCLUSIONS

The District has recognized that the above mattfrs deserve add1t1ona1

attention. To insure that needed changes are made, a/definite plan for
reviewing each of the areas should be established, including a schedu]e for
comp]et1ng the reviews and taking appropriate actlon T
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Walter E. Washington . WASHINGTON, D. C.. 20004
Mayor

Mr. chtor L. Lowe, Director

General Government Division
..U. 5. General Accounting Office

Washington, 0. £. 20548

Dear Mr. Loﬁe:_
Thank yow.for the opportunity to comment on your draft report concerning -
. a review of the administration of the District's self-assessed taxes.

Your principal recommendation is that the District should develop a more
formal system for identifying, analyzing, and documenting various problems
with voluntary-compliance in order to better assure that appropriate.action
'is taken to further reduce such problems. To accomplish this, GAO suggests
compiling certain additional statistics. ' ' :

Although the accumulation of additional detailed statistics will infringe
“on the revenue production of our estremely.limited staff resources we
nevertheless agree that it is povsible that additional useful knowledge -
about taxpayer compliance problems might result. Therefore, more ‘detailed
statistics will be deve]oped where reasonab]y feasible.

As you know, numerous aCtTOnS have-been and continue to be taken to improve "
voluntary compliance with the District's tax laws.” Projects have already
~been initiated to accumulate more detailed statistics on tax,audits and on
the questions most frequently asked by taxpayers. The Director of the s
‘Department of Finance and Revenue has advised me that his current program
‘plan contains more specific projects directed-toward improving voluntary
compliance, The District’ Governmenf will support the Director's programs
for improving the effect1veness of activities conducted to improve vo]untary
compliance with our ‘tax.laws.

LS
k4

The drafs report discusses four add1t1ona1 matters and-contains recommendations

that (1)} the Director of the Department of Finance and Revenue evaluate each
area and initiate the actions he deems appropriate and (2) the District
-Government take such legislative and budgetary steps as may be warranted based
_on the Director's evaluations. ﬂz comments on each of these matters follow.

V1.9.A19 68




APPENDIX I APPENDIX T~

Establish master (historical) computer tax file for the individual
income tax and expedite the completion of the computerized master
business tax System.

We are in agreement with your general observations on this subject area.
As you know, we have developed consistent with available resources limited
capacity in the business tax area. Furthermore, the fiscal year 1976
budget submitted to the Congress contains a request for funds to initiate
a study and analysis of further needed improvements in the Department's
computer utilization.

Better coordinate compliance activities for personal
property tax and other business taxes.

The groups responsible for obtaining compliance with the personal property
tax and the other business taxes have coordinated their activities on an
informal basis in the past. A study is currently in process to ascertain
the most efficient and effective way of formalizing and expanding this
coordination.

The Director of the Dcpartment of Finance and Revenue has advised me that he
will let me know if implementation of improv~1 coordination will require
‘any assistance or action by my office.

Monitor tax exempt organizations more closely.

The Director of the~Departwent of Finance and Revenue acknowledges that more
attention could be devoted -to the area of tax exempt organizations. He
believes, however, that any substantial expanded effort is not practical at
this time because of 1imited resources and higher priority programs. Further
consideration will be given to expanding our efforts in this area in the future.

Revise the tax on restaurant carry-out sales.

The problems referred to in your report regarding restaurant carry-out sales
have been solved legislatively: by provisidns contained in-the Revenue Act of
1975. Specifically, food {groceries)" previously taxed at a 2% rate has been
exempted from the sales tax. _The only food item which is currently in the
sales tax base at the 2% rate is that sold in vending machines. Accordingly,
the sales tax rate on prepared food (restaurant meals, etc.) is the same ?6%)
whether the food, or drink is actua]ly consumed on or off the premises where
sold. :

We appreciate your suggestions. We know that there is always room for improve-
ment in any program and the District is constantly seeking ways of making such
1mprovements Moreover, I was pleased to note that the findings in your report
were in the nature of constructive cuggestions for essentially “f1ne -tuning"

our existing tax administrative ope: 1tions.

Again, I thank you for allowing me to review the report in its draft form and
I hope that these comments will be helpful to you in finalizing the report.

Sincerely yours,

Walter E. Washington
Mayor £9

LT




APPENDIX B

REPORT TO THE CONGRESS

iBy the Comptroller General of the United Slates

Conditions infLocal Jails Remain Inadequate
Despite Federal Funding for Improvements

. Law Enforcement Assistance Administration
., Department of Justice

s

y;

. Standards for the.adequacy of physical con-
ditions and serv1ces to be provide in local
jails are needed in the United States. The -
standards shou?d be developed jointly by the
States and the'Law Enforcement Assistance
Administration!

This is shown by GAQ's findings that Law
Enforcement Assistance Administration funds
did not result in.adequate improvement of
overall jail conditions and by recent Federal
court decisions nandat1ng that some localities
improve their local jails or close them.

This report raises'questions concerning
whether Law Enforcement Assistance Adminis-
tration funds should be spent to. improve

local jails that remain inadequate--even after
Federal funds are spent.

GGD-76-36 April 5, 1976
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COMPTROLLER GENLAAL OF THE, UNITED ETATES
! WASHINGTON, D.C. 2018

10 the fresicent of the Senate and the
Sgeaker of the house of Recresentatives

inis report discusses the less than satisfactory results
~achieved when Low Enforcement Assistance Aoministration (LEAA)
funos were applieo tc the rencvation or censtruction of local
jails. In ly7Z there werc over 3,%00 local jails in this
- country holding apbcut 142,0uU inmetes. Mmany of these lails
were puilt before lY%uL and were in such condition that Federal
courts were ruling that indivicdual jails nac to be improvea or

L

closeu. .
. ¢ we cid the review to determine how LEAA funds were c2ing
applied to the problem ano whether the approach was prooucing

acceptable jails. Thnis repcrt .discusses steps thet LEAA
, coulo teke to cetter assure that local jails. when improvead
L _ " with Feaeral funus, will meet accepteole jail stancards.

he made cur review pursuent to the Buoget and Accountihg’
Act, 1921 (31 vU.s.C. 53), and the Accounting and Auditing act
of 1950 (31 U.S.C. 67). . ‘

. . . } .
e are sending copies cf thls report to the Cirector,

Gtfice of management and Buaget; the Attorney General: and
the Administrator, Law Enforcement Assistsnce Administration.

9/

Y

Comptroller Genersl
of the Uniteo States
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CHAPTER 1
INTROGUCTION

In 1972 there were over 3,900 local jails in the country with about
142,000 inmates. About 75 percent of the jails were small, holding 20 or
fewer inmates. National studies have shown that many local jails are in
poor physical condition and do not provide adequate facilities and services
to rehabilitate the offender.

Local jails (as distinguished from lockups) are authorized to hold
persons for longer than 48 hours and, generally, house persons awaiting
trial (pretrial) as well as persons sentenced to incarceration for a temm
of 1 year or less.” Local jails are generally operated by local law en-
forcement agencies and represent the initial contact that persons have
with the corrections system.

During the past decade the courts have found that some jail systems
constitute "cruel and unusual punishment" in violation of the Constitution.
The conditions found unacceptable by the courts have included both the
physical conditions of the facilities and the lack of adequate programs or
services available to the occupants. OQetails of several relevant Federal
court decisions are summarized in .appendix I.

This report discusses the conditions in 22 local jails in Ohio, Iowa,
Louisiana, and Texas after Federal funding had been spent for construction
and/or renovation and discusses the impact that Federal funding has had on
improving the conditions for local jail occupants.

We reviewed jails of varying capacity to determine if some of the
problems were Solved more easily when handling larger populations. We
also reviewed four State-operated institutions--three in Delaware and one
in Rhode Island 1/--for comparison purposes. The capacity breakdown of
the jails visited was:

1 to 50 14
51 to 150 8
151 and more 4

Chapter 6 discusses in detail the scope of our review.

THE_FEOERAL GOVERNMENT INVOLVEMENT
TN CRIMINAL JUSTICE

The Federal Government helps State and localigovernments improve their
local jails primarily by prqviding funds through the Law Enforcement Assist-

1/The four Rhode Island facilities are discussed as one institution in this
report because one warden administers all of them. These four facilities
are in close proximity to each other though they are not within the enclosure.
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ance Administration (LEPA). LEAA was established by the Omnibus Crime
Control and Safe Streets Act of 1968, as amended (42 U.S.C. 3701). The
act provides for State criminal justice planning agencies (SPAs}, respon-
sible to the Governors, to manage the funds provided by LEAA. Each SPA
must develop a State plan to indicate how it will try to prevent or re-
duce crime and improve the criminal justice system. The SPA is to be
assisted in preparing the State plan by regional planning units composed of
representatives from law enforcement and criminal justice agencies, units
of general local government, and public agencies. The plan, when approved
by the LEAA regional administrator, is the basis for LEAA's grant to the
State.

LEAA's Office of Regional Operations develops guidelines the States
must follow when developing State plans and establishes the policies and
procedures for LEAA regional offices to use when reviewing and approving
State plans. Each LEAA regional office has designated a representative
for each State in its region to provide assistance in developing and re-
viewing comprehensive annual plans. The réyional office also provides
technical assistance to the States when requested.

LEAA's legislation provides funds to be awarded to States and local
governments for programs and projects to improve and strengthen law en-
forcement and criminal justice. These funds are referred to as action
grants and are awarded as either in total to the SPAs which determine fur-
ther distribution of the funds. Discretionary grants are awarded to speci-
fic groups on the basis of LEAA-approved applications in accordance with
LEAA criteria, terms, and conditions.

Action grants are available under two major sections of LEAA's legis-
lation-~part C and part E. Part C was established in the original legis-
Jation, and part E was added in 1971 to supplement, not suppiant, part C
funds. The following describes the major features of the two parts of the
Omnibus Crime Control and Safe Streets Act as of the 1973 amendments.

Part C Part E
Funds available to Al1 aspects of law enforce- Correctional insti-
ment and criminal justice tutions, facili-

ties, programs,
and practices

Percent available
. for:
8lock grants 85 . 50
Discretionary .
grants 15 50

Minimum matching funds
required {percent):

Construction ,

projects ) 50 10
Nonconstruction

projects 10 10

e
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. ’ ) Part C Part E
Matching funds will be Money appropriated in the Money appropriated

aqgregate by the State in the aggregate
or units of general by the State or
local government or units of general
provided’ in the aggregate local govern-

by a private non-profit ments
organization

For fiscal years 1969-74, LEAA was appropriated $2.6 billion, which
included $347.7 million part E funds, to improve the criminal justice
system.” Block and discretionary grants to the States reviewed through
fiscal year 1974 are summarized in the following table.

Rhode Dela- Louisi-
Island ware Ohio ._lowa ana Texas
{ !
Part C (000 omitted) -
Block $ B,793 $5,143 $ 99,520 $26,343 $34,044 $104,315.

Discretionary 1,638 2,525 21,003 2,070 _7,232 19,382
Total  $10,431 $7,668 $120,523 $28,413 $41,276 $123,697

Part E
. : Block $ B60O % 497 § 9,652 % 2,216 $ 3,300 §$ 10,147
Discretionary - 696 783 11,010 417 8,892 7,919

Total $ 1,556 $1,280 $_20,662 $ 2,633 $12,192 § 18,066

Parts C and E .
Block $ 9,653 $5,640 $109,172 $28,559 $37,342 $114,462
Discretionary 2,334 3,308 32,013 2,487 16,124 27,301

Total §11,987 $8,948 $141,185 $31,046 $53,468 $141,763

Correction projects, including projects involving construction or
renovation of local jails, are reported by the States under various
categories. The following unverified date for jail construction or re-
novation projects from 1971 through 1974 was obtained from SPA records and
may not reflect all projects. The projects reviewed were selected from
this data. Information for 1969 and 1970 was not readily available at
some locations.




Funds

Part C: .
Block
Discre-

tionary

Total

Part E:
Block
Discre-
-tionary

Total

Parts C and E:

Block
Discre-
. tionary

Total

Funds Provided for

€onstruction and/or Renovation of Jails

Fiscal Years 1971-74 (note a)

Louisi- Louisi-

Ohio Towa ana - _Texas Ohio JIowa _ ana Texas
————(000 omitted}——

$1,854 $ 809 $2,645 $1,733 2 3 9 2
2,921 - ._200 - 15 - -
$4,775 $ 809 $2,845 $1,733 4 3 -2
$ 990 $ 250 $ 11 $ 996 10 12 - 10

550 280 6,100 270 5 67 69 3

$1,540 $_530 $6,111 $1,266 8 22 50 7
$2,844 $1,059 $2,656 $2,729 - 3 4 8 3
3,471 . 280 6,300 270 12 12 &

$6,315 $1,339 9$8,956 $2,999 5 5 18 2

a/No construction and/or renovation projects were awarded to the State
institutions in Delaware or Rhode Island.
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CHAPTER 2
LOCAL JAILS: PROBLEMS, PROPOSEQ

~ SOLUTIONS, AND DIRECTION OF EFFORT

In the States visited, little has been done to improve overall
conditions of local jails that were renovated. Moreover, neither the
Law Enforcement Assistance Administration nor the State planning agencies
has specific criteria as to what constituted an acceptable facility or
minimum standards against which to evaluate a project for funding pur-
poses. New facilities that had received LEAA funds for construction’
had not incorporated some general standards advocated by corrections
experts but overall were in better condition than renovated jails. The
States had not developed adequate general plans to overcome some of the
pressing problems faced by jail administrators.

The need for jails will not be completely eliminated even if all
communities avail themselves of such alternatives as pretrial release,
halfway houses, probation, and parole, since there will always be some
individuals who either are not willing to accept the constraints in
community-based programs or would present too great a risk to public
safety if placed in such 2 program. Therefore, LEAA and the States
must develop a workable strategy to provide acceptable jail facilities
and services for local communities in & manner that can be economically
and humanely justified.

PROBLEMS IN ATTAINING ACCEPTABLE AILS

The "1970 National Jail Census" 1/ stated that, of the 3,319 local
jails which served counties or were located in municipalities of 25,000
or more, 86 peircent provided no exercise or recreation facilities and
almost 90 percent had no educational facilities. A followup survey
2/ to the "National Jail Census" indicated that rehabilitative-programs -
were very limited. For éxample, about 80 percent of the jails provided
no inmate counseling, remedial education, vocational training, or job
placement. A report by the National Advlsory Commission on Criminal
Justice Standards and Goals 3/ also commented on the poor physical con-

I1/ "1970 National Jail Census," Law Enforcement Ass istance Admlnlstrat1on,
Department of Justice, Feb. 1971.

2/ "Survey of Inmates of Local Jails 1972: Advance Report,” Law Enforce-
ment Assistance Administration, :

3/ "Corrections, "National Advisory Commission on Criminal Justice
Standards and Goals, 1973.
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ditions of jails and the lack of édequate services to those incarcerated. '

These problems are still-conmfronting many administrators throughout
the Nation. Many jails need replacing as illustrated in the following
comments from selected 1974 and 1975 comprehens1ve State plans.

]

--Many local jails are old, deteriorating, and unsafe and are
located in areas too small in population and too short in re-
sources to'Provide adequate correctional services, :

~--Inspection pf facilities indicated a state of general deterjora-
tion compounded by other shortcomings, such as lack of fire ex-
tinguishers, lack of fire exits, and lack of operative fixtures --
toilets, 1auat0r1es, 1ighting, beds, mattresses, heating, windows,
painted walls, and showers. A -survey of basic services provided
to the offender -- meals, exercis®, and special custody -- revealed
an alarming absence of these services as well as a lack of ability
to segregate offenders by age, sex, type of offense, or other
special custody needs. .

--For the most part, the local facilities are general dirty, in
need of paint and repair, poorly heated and ventilated, and some-
times fail to provide adequate security. As a whole, the county
jails can best be described as "warehouses of human flesh" in
which 1ittle or no rehabilitation efforts are made except for main-
tenance work.

--Many county jails and lockups are substandard. These facilities
present health and safety hazards for both prisoners and staff,
and many do not provide secure custody due to structural or equip-

- ment problems. Bn most county jails, work release is the only
treatment program available. _

--The majority of (the State's) jails are in such an advanced state
of disrepair that the introduction of effective rehabilitation
programs is impossible.

The length-of-stay for 1ocal jail inmates can vary from a few hours
to several months, but transiency and rapid turnover characterize the
jail population. 1In 20 locally operated jails visited, more than 70
percent of the inmates were incarcerated less thanm-a- week many Jor alcchol
or traffic related offenses. These offenders generally represent no
danger and could be housed in minimum security facilities.

Local jails, however, also house persons awaiting trial or those
sentenced for periods exceeding 6 months but generally less than 1 year.
Although the number of these persons is low, they represent a much dif-
ferent challenge to the jail administrator. Some probably represent a
danger to other inmates as well as to the community. Thus, the avail-
ability of maximum security arrangements becomes an issue in providing
for the safety of other persons.. . '




Deficiencies—in—the -physical -conditions of the jail may not represent
a serious hazard to the health qf inmates housed for short periods.
However, the length-of-stay for Some persons can be considerable, and
deteriorated physical conditions can be detrlmenta] to the phy51cal well~
being of such persons.

Services offered to inmates who will be incarcerated on the average
less than a week must be nominal. However, such persons should be in-
. formed of services available in the community which may be beneficial
to them. Offering assistance programs to persons incarcerated for a
“longer period would be feasible, but the cost of providing diverse
beneficial programs to a few Tong-term lnmates would probably be more
than the community would approve.

None of the local jails visited were adequately coping with the

. needs of the diverse jail populations. 'The jails offered substantial
security to jail personnel and the community but did not necessarily
provide security-to inmates. The physical conditions were often inade-
quate, and there were little or no rehabilitation services offered re-
gardless of the length-of-stay or an inmate's need.

The money needed to provide adequate facilities and services to the
Jjail population is probably much greater than local and State governments
are willing to provide, especially.when the taxpayers must authorize such
expenditures. LEAA funding represents a limited -source for the amount
- needed for the entire criminal justice system. In addition, for a grantee
to be eligible for LEAA block grant funds, the Federal grant must be
:matched by State and/or local funds. Therefore, the use of LEAA funds
‘for any particular aspect of criminal justice is affected by the extent
to which the State and local governments desire to or are capable of
addreSSIng the problem. :

!
PROPOSED SOLUTIONS

Criminal justice authorities have suggested solutions to the local
ja%] problem, as described in the following sections.

Communlty based corrections

Crlmlnal Justice authorltles, including the 1967 President's Com-
mission on Law Enforcement and Administration of Justice, the Nationgl
Advisory Commission on Criminal Justice Standards and Goals, and the
National Clearinghouse on Crlmlnal Justice Planning and Architecture,
believe that many persons lncarcerated in local jails are not a danger to
society and should not be in jail. According to the National Advisory
Commission, offenders are perceived ds stereotyped prisoners regardless °
of the seriousness of the offense. Authorities stress the need to develop
- a broad range of alternatives to incarceration of the nonviolent offenqér

Along these lines, LEAA and Stafes are dirvecting their effort to
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community-based corrections -- aiternative measure emphasizing community
particination te reduce involvement of offenders with the institutional:
aspact of corrections. Although this solution may reduce thd jaii's
population, il does not solve the problem of how to provide. an adequate
facility -to those considered ineligible for release.

- .
'

State-operated local jails o J

I 1973 the National Advisory Commission on Criminal <Justice Standards
and Goals reported that the most striking inadequacy of jails is their
"avominable” physical condition. Recognizing that few local communities
can b& expected to have sufficient resources to resolve the problem and
provice approcriate services, the Commission recommended that States /
take ovar the operaﬁjon and control of local institutions by 1982. /

. . A

As of laie 1972, only five States operated and contrdlled all of
thet~ 2crrectional facilities -- Alaska, Connecticut, Delaware, Rhode
Islans. and Vermont. Each has only a few facilities. For &xample,

Rhods 1sland haes one location where it incarcerates-all offekders, from
pretrial to those with life sentences. Delaware has jails in 3 different
communities and Connecticut has 11 correctional facilities. s

Regional-operated jails

fhe regional jail concept has been suggested as a solution to the
toca! jail problem for some time. The 1967 President's Commission on
Law. Er.forcement and AdministrAtion of .Justice and the 1973 National
Advisory Comission of Criminal Justice Standards and Goals referred to
this concept under which one/jail would serve multicounty or city-county
needs. With the consolidation of the jail population from several counties,
the size of the operation could justify a better physical plant and some
rehabilitation services. .

in the four States with locally operated -jails visited, SPA officials
endorsed the regional concept; however, there does not appear to be wide-
__spread acceptance and implementation of this concept. These 4 States
have 670 jails, and there are only 3 facilities serving multicounties.
One of these facilities is a farm which has been in existence since 1930
and is limited to sentenced'minimum security offenders. The other two
1/ have only recently expanded into multiparish facilities, and participa-
tion by surrounding parishes has not been fully realized. Moreover, )
within the geogyraphical area served by these facilities, local jails are
still heavily used, which directly conflicts with the concept of regional
. facilities. Parishes within one of the geographical areas often refuse to
send inmates to the regional facility because of\the cost of daily
priscner upkeep. {
Barriers that are difficult to overcome confront efforts to region-
alize jails. With emphasis r. community-based corrections, criminal
Jjustice authorities believe the offender should be kept in the community
into which he will be reintegraged. With a centralized facility serving

1/ Although these facilities are under one administrator, we have considered

~ them as two facilities in this report because of their dissimilar char-
acteristics.
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multiple communities, keeping the individuals involved in their home
communities wou]d be difficult. ) s
A second barrIer acknowledged by criminal Justice experts and re-
ferred to continually by law enforcement personnel contacted is a trans-
portation problem. Under a regional system, the offenders would be sub-
ject to constant movement part1cu1ar1y in the pretrial stage. The
transporting of inmates would require security guards. Some of the local
sheriffs indicated that they were operating with an inadequate staff;
thus, because of the security required to transport offenders, a regional
jail would further stretch their limited resources and would reduce the
time available for actual enforcement activities, .
¢ _

" Various officials contacted also did not consider the regional

concept. to be politically or economically expedient. The regional concept

could remove the local jail from the county along with the jobs it involves.

Moreover, under the regional jail concept, the participating counties -
would have to appropriate funds for capital and/or operating costs to
support an'cperation outside the county.

. - / + .

Because of the 1imited use of regional jails, we did not attempt to—

evaluate the barriers to implementing this concept. We believe, however,
that it would be appropriate for LEAA to study the concept to determine
the validity of cited problems in establishing regional facilities and
develop a plan to eliminate or overcome them.

One variation of the regional jail concept that appears to have
more promise is the combination city-county jail. If a city and contiguous
county determine that the offender population is large enough to justify <
combining the correctional facilities of only the two jurisdictions, the
above-mentioned barriers do not appear to be major problems. LEAA might
study the feasibility of encouraging appropriate cities and counties to
consolidate their operations. .

DIRECTION OF EFFORT | | ’i»' .

A

LEAA has stressed the need to improve communtty -based correctIOns
and, in line with this emphasis, States have also-given priority to
them. While the priorities followed by the units of government appear
consistent with the recommendations of criminal justice authorities, the
need to improve unacceptable local jails which house-thousands of inmates
is not ruled out. Generally, LEAA has prov1dea 1ittle gui.'ance concerning
the need .to improve local jails.

LEAA guidance

. No firmm standards exist as to what physical conditions and re-

habilitative services would be available in a jail after LEAA funds
have been spent. In practice, LEAA funds have been ysed on facilities
which continues to have undesirable characteristics, if judged aga1nst '
criteria deve]oped by certain corrections experts.




e 1971 legislation establishing part E funds required LEAA to pre-
seribe basic criteria for part E applicants and grantees. Part C of the
authorizing legislation does not contain similar language. In anticipa-
tion «f the 1971 legislation, LEAA contracted with the University of
[11incis for the services of a group in the University's Department of
Archi: :cture now called the National Clearinghouse for Criminal Justice
>1ann:ag and Architecture (Clearinghouse). Under this contract the Clear-
inghose developed the publication "Guidelines for the Planning and Design
of Ravicnal and Conmunity Correctional Centers for Adults" (Guidelines).

- : 1972 LEAA issued a directive that made it mandatory for all con-
struc__ion or renovation projects to be reviewed by the Clearinghouse follow-
ng L criteria established in the Guidelines before part E funds could be
award. 1. This directive did not require such review for part C-funded
orodecis.

~—*~e Guidelines suggested general methods for housing offenders and
a2ffering them services -- they did not set minimum conditions to be met.
Clearinghouse personnel told us that the Clearinghouse considers the Guide-
iines to be a flexible planning tool designed to accommodate each unique
situa-ion. They do not consider it mandatory for the project to provide
all trz physical conditions and rehabjlitative programs in the Guidelines.
if the Clearinghouse is unwilling favorably recommend the project proposed
oven after discussions with the prospective grantee, part E funds cannot
be awarded unless the proper LEAA regional administrator approves the
Brosect.

o LAA has established procedures that require projects funded by part E
to be reviewed by the Clearinghouse. However, neither LEAA nor the Clear-
inghouse have established procedures to insure that the Clearinghouse is

advised of the funding stat:s on projects it has reviewed or that recommenda- '

tions are incorporated intz the project.

in November 1974 LEAA's requlations limited the use of its discretion-
ary funds to nat more than & percent of part C funds and 30 percent of part
t funds in any one year for constructing any type of facility. According
to LEAA, this policy was adopted because of limited available funds and
urgent needs in other areas. 3

The above restrictions do not apply to block funds. LEAA permits
zach State to set its own priq:ity for using block funds. However, it
has recommended that the States require local areas to contribute a greater
percentage of the project’s total cist than required by law in order to
increase the total funds available to th2 criminal justice system.

SPA efforts

Under the LEAA concepts, each State determines its own priority needs
and allocates its funds accordingly. In approving the State comprehensive
plans, LEAA does require-that the-major -segments of the criminal- justice
system -- police, ccurts, and corrections -- receive auequate consideration.
However, a State decides the allocation of its funds to the various types
of projects within each system. Funds for corrections can be allocated to
various prodrams, such as pretrial release, halfway houses, probation,

)
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parole, rehabilitative programs and renovations in large institutions,
training of personnel, and local jail projects.

The need fur improving local jails may not insure that_such projects
will receive higher funding priority than other correction projects whose

need may be as great,

renovation projects varies among States.
number of jails and the number of 1mprovement projects funded in 1971-74 for

the States visited.

The pattern of funding local jail construction or

The following chart shows the

Number of
Jails
(note a) Projects
Ohio 160 84
Iowa -92- 19
Louisiana 96 n
Texas 322 28

a/ Number of jails as reported in the "1970 National Jail Census."

In Ohio, although there were numerous grants for small amounts,

multiple small grants were awarded to the sam2 grantee,
were awarded for facilities in only 48 of Ohio's 88 counties.
and Texas, large amounts were granted for relatively few projects.

Therefore, grants
In Louisiana
lowa

awarded only a few grants -- some for new construction for combined city-
county detention facilities and some for minor renovation of -existing

facilities.

The small number of jail projécts in these States is not necessarily

indicative of the number needing improvements.

Officials of LEAA regional

offices generally agreed that most local jails in their regions were in
The following discusses the needs in each State
and some reasons why LEAA assistance had not been provided to meet these

unacceptable condition.
needs.

Ohio

In referring to county jails, Ohio's 1974 Comprehensive Criminal

Justice Plan stated:

"Thus, many of these jails are hopelessly inadequate to provide
even reasnnable security and sanitation, Tet alone needed pro-
grammatic services,"

In 1971 the Ohio Buckeye State Sheriff's Association surveyed the
‘The survey showed that many of the jails were

88 counity jails in Ohio.

in poor condition and identified the 15 worst jails.

Small project

grants were awarded in 1972 and 1973 for renovating and repairing inade-

quate jails disclosed in the survey,

Ohio has currently adopted a policy

that new construction projects will geperally be limited to facilities




that serve an area encompassing a population of 150,000 or more and is
placing primary emphasis on conmunity-based corrections. The 1974 State
plan allocated only $156,000 for constructing or renovating adult facilities,
down from more than $1.8 million in the 1972 plan.

Iowa

Iowa's 1974 Comprehensive Criminal Justice Plan state that many
local jails were in satisfactory condition based on the Iowa Department
of Social Services' inspections. However, the consensus of SPA and other
State officials contacted was that local jails were in poor condition.
Moreover, Iowa's 1973 plan stated that most county jail time is literally
"dead time" with no programs aimed at rehabilitation or reintegration.

The SPA, however, has a policy directed toward community-based
corrections rather than constructing and renovating local jails. Con-
struction will, generally, be considered only if it involves a combined
city-county law enforcement center. The SPA believes these centers have
proven to be politically expedient while being cost effective and providing
a "higher level" of services to the inmates. Four of the six projects
reviewed were for this purpose. 1/ In each case, the facilities previously
serving the locality had been closed or condemned. .

The Iowa SPA in commenting on our report cited the following funding
problem: '

“One other aspect which deserves mention is 2 requirement in the

federal act as amended in 1973 which mandates the state to provide

one half (1/2) of the 1ocal match. In a construction project such .
as the report deals with, the state share would therefore be 25%

of the total cost. This stipulation has had the effect of curbing

financial assistance in regard to this matter and as.a consequence

has also diminished the chances of continued work in improving

available services. Thus, it is difficult to expect realistic ob-

jectives to be achieved without realistic support to be available

to achieve said objectives." '

The SPA director Suygesied that the Congress eliminate the one-haif State
share stipulation.
Louisiana

In commenting on local jails in Louisiana's 1974 State plan, the SPA
said:

"The majority of these facilities are aged, overcrowded, and con-
structed without forethought of sound correctional practices.”

gdefore fiscal year 1975. the Louisiana SPA had encouraged local jail
improvement. However, two SPA funding policy changes now preclude or
- discourage using LEAA funds for jail improvements in the State. Currently,

1/ Although these projects did achieve some consolidation, the ability of
these facilities to offer some of the desirable standards -- both physical .
and programmatic -- not practicable because of the small capacity of the
rew facilities (4, 12, 18, and 31).
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the Federal share of a construction project funded under part C of the act
cannot 2xceed 50 percent of the cost, and the State must provide at least
one-half of the non-Federal funding. The State government is not willing
to spend funds to provide its share for construction. Therefore, the SPA
has adopted a policy not to fund construction using part C block funds.

Any new local construction would be 1imited to discretionary or part E
funds. Under part E funds, the SPA 1imits the Federal funds to only 50
percent of the project cost rather than up to 90 percent as authorized by
the act. The SPA also requires the local government to provide the entire
50-percent non-Federal share. '

In addition, the Louisiana SPA has adopted other.fﬁndiné policies to
better insure that regional jails are developed. The SPA believes that
regionalization will

--foster greater rehabilitative measures,

--provide adequate security measures to meet modern-day
correctional standards, and

--result in economic advantages.
Texas

Texas recognized its local jail needs in its 1975 Criminal Justice
Plan when it commented: '

"Detention facilities in the State mainly suffer from lacks -- lack
of repair, lack of acceptable security standards, lack of programs
that might minimize the social damage sometimes inflicted on persons
detained, lack of financial and service resources, lack of community
support, and lack of personnel training.”

In Texas, priorities for projects to be funded with LEAA money are
determined primarily at tne regional planning unit ievei. At the time of
our review, there had been new requests for jail improvement projects in
Texas. This was attributed, in part, to the community attitude that jails
are places of punishment. However, as a result of recent Federal court
orders to improve local Jjail conditions, more attention might ‘be given to
focal jails.

In commenting on this report, the Texas SPA stated:

"The Texas Criminal Justice Division (SPA) has been cognizant of the
serious problems in the jails, but with limited funds in the area of
jail renovation and construction and 254 counties in the State, the
agency has been concentrating primarily on assisting the counties
in the corrections system planning process. Unfortunately, once the
county or counties (consolidation? have reached a decision based on
comprehensive planning, in most instances, sufficient funds are not
available on the local level to finance a major portion (66 2/3 to
75%) of the renovation and construction phase of the project. Based
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on these conditions, a s1gn1f1cant increase of funds from other sources
is desperately needed.”

The Texas SPA was concerned that the conditions found the few Jjails
we visited might not present a true picture of the jail problem in Texas.
Accordingly, the SPA cited a survey of Texas jails completed by the Texas
Department of Corrections’ Research and Development Division.. The survey,
done from November 1973 to November 1374, covered 94 percent of the State's
counties and found that:

--Approximately 49 percent of the jails have from one to four full-
time employees and 50 percent 1nd1cate that they use part-time
help.

--Approximately 58 percent of the county jails do not provide 24-
hour supervISIOn for each cell block.

--SIxteen percent of the jails were built before 1500 and 61 percent
were built before 1940.

--Forty-four percent of the counties were in the process of con-
structing or renovating their jails.

--An estimated 12 percent of the jails added additional bunks dur-
ing peak periods, while 40 percent reported sleeping prisoners on
the floor.

--Sixty-seven percent of the jails indicated that their bed capacity
ranged from 3 to 40, and 29 percent indicated their bed capacity
ranged from 41 to 1,431.

-;The number of cells in each county jail ranged from 1 to 30 for 85
percent of the jails and from 31 to 100 for 6 percent of the jails.

~-Apnroximately 42 percent of the jails reported serving less than
three meals per day, and the onsite survey revealed the absence of
dietary programs for the jails. In addition, a significant number
of jails .indicated having inadequate facilities for serving or
preparing meals. _ . ,

-=The onsite-shrvey revealed that 10 percent of the jails provided
visiting rooms, 58 percent provided religious services, and 70
percent provided commissary services.

--A maximum of 12 percent of the counties indicated the use of re-

hab1litatlon programs in theiv jails.~ ‘ R i

--Approximately 48 percent of the counties indicated that they were
experiencIng plumbing and/or clectrical malfunction.

In our opinion, the Texas survey shows that the cond1t1ons we found ln the
renovated Jal'ls were rather common in the State.

: 'w
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. The SPA believed that the "mechanism" n~ ‘~d to upgrade Texas jails
may be contained in recently passed State legisfation. However, this
action does not resolve the problems of financing needed improvements. The
SPA described the recent legislation thusly:

"In 1975, the Legislature of the State of Texas passed House Bill
No. 272 which established a Commission on Jail Standards. The
Commission was created due to increasing pressure from Federal

. Courts acting on law suits that have so far targeted facilities and
treatment of prisoners in twenty (20) Texas jails. Reports show
only six (6) of the 254 counties have jails that meet State health
department standards on sanitation, health and population.

"Basically, the duties of -the Commission are: (1) to promulgate
reasonable rules and procedures establishing minimum standards for
the construction, equipment, maintenance and operation of county
jails; custody, care, and treatment of prisoners; the number of
jail supervisory personnel and for programs and services to meet
the needs of prisoners; and programs of rehabilitation, education,
and recreation in county jails; (2) to provide consultation and
technical assistance to local government officials with respect to

" county jails; (3) to review and comment on plans for the construction
and major modification or renovation of county jails; and (4) to
inspect county. jails annually to insure compliance with State law,
comnission orders and rules and procedures promulgated under the
Act. In addition, to the above general duties, the Commission has
specific enforcement powers as follows:

“When the Commission finds that a county jail is not in compliance
with State law or rules and procedures of the Commission, or fails

to meet the minimum standards.prescribed by the Commission or by
State law, it will report the noncompliance to the cor.:ty commissioners
and sheriff of the county responsible for the jail that is not in
compliance. The Commission will send a copy of . the report to the
Governor. The Commission will grant the ‘county or sheriff a reason-
able time, not to exceed one year after a report of noncompliance,

to comply with its rules and procedures and with State law. If

the county commissioners or sheriff does not comply within the

time granted by the CommISSIOng the Commission may, by order,
prohibit the confinement of prisoners in the noncomplying jail and
designate another detention facility for their confinement. The
county responsible for a noncomplying jail will bear the cost of
transportation and maintenance of prisoners transferred from a
-noncomplying jail by order of the Commission. The Commission, in
-lieu- of- closing-a-county-jail, may institute an action-in-its-own- - -:
name to enforce, or enjoin, the violation of its orders, rules, or
procedureés, or of Article 5115, Revised Civil Statutes of Texas,
1925, as amended. The Commission will be represented by the Attorney.
General." :

The diverse approach to funding local jail projects is matched by the
diverse level of improvement achieved by the various projects as described




in the following two chapters. Appendix II contains details on the
amounts and purposes of the projects selected for review.
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® ' CHAPTER 3

NEED TO IMPROVE OVERALL

PHYSICAL CONDITIONS OF LOCAL JAILS

Only 29 to 76 percent of the desirable characteristics for local jails
generally cited by various criminal justice authorities were present in
the 22 local jails reviewed. The 22 jails included 6 newly constructed
facilities and one renovated facility not previously used as a local jail.
. The conditions in some of the jails appeared similar to conditions in
other jails which had been found unacceptable by the courts.

DESIRABLE CHARACTERISTICS
FOR LOCAL JAILS

What_are acceptable phy51ca1 conditions in local jails? There are no
na&ﬁona]ly acknowledged standards.. Although some States have established
criteria for inspecting local jail conditions, an American Bar Association
report publishad in August 1974 stated that only 15 States have statutory
authority to prescribe and enforce minimum standards and inspect local
jails. Other States may have established inspection requirements but have
no procedures for insuring corrective action.

. Several associations or groups have issued advisory standards or dis-
cussed desirable characteristics for Jocal jails. These lnclude

~-"Guidelines for the Planning ahd Design of Regional and )
Community Correctional Centers for Aduits," National Clearing-
house for Criminal Justice Planning and Architecture.

" --"Guidelines for Jail Operations," National Sheriffs' Association.
~--"Corrections,” National Advisory Commission on Criminal Justice .
Standards and Goals. ,
--"A Manual of Correctlonal Standards,ﬂ American Correctiona? ‘

Association.” {

., Using these sources, we developed a compendium of desirable character-
istics to assess the phys1ca1 conditions of the local jails visited. We
grouped the characteristics into four major categories.

e - -Under the category of inmate- securlty'and safety, we assessed whether
the jails had (1) populations not exceeding capacity, (2) single occupancy
cells only, (3) adequate segregation of offenders by sex, age, and degree
of violence, (4) operable emergency exits and fire extinguishers, {5)
operable cell doors, (6) matrons present for female offenders, and (7)
no drunk tanks. )

To ass the sanitary cond1tlons. we c0n51dered whether c£13ls had
operable toflets and wash basins.and whether showers Were cledn and worked.

¢




We also considered the availability of such personal items as soap and tooth-
paste and the cleanliness of such things as blankets, sheets, and towels. .
+ To assess inmate comfort and rehabilitation, we considered whether dining

facilities were separate from the cell blocks and whether such things as

recreation facilities, ventilation, and lighting were adequate. Regarding

privacy, we assessed such things as whether visiting space was separate

from the cells and whether there was a private ar-a where the prisoners

were searched when first imprisoned.

INADEQUATE CONDITIONS

The absence of a significant number of desirable characteristics in
the jails visited, after the jails had spent Law Enforcement Assistance
Administration funds, indicates the extent of deficiencies in local jails
and the need for .a strategy for improving sucn facilities.. To assume that

~—every-jaiTl-should have all of these characteristics is unrealistic. Inmate

) comfort, rehabilitation, and privacy characteristics increase in importance
proportionately to the length-of-stay. Other characteristics, espec1a11y
inmate security and safety, are 1mp0rtant regardless of the length of in-
carceration.

In cvaluating the conditions at each location, we determined the total
number of 1isted features available at a particular jail ‘and computed it as
a percentage of the total items applicable to that particular jail, The
following table summarizes by State and by general area the characteris—
tics found in locally operated jails. The detail for each jail is shown
in appendix III.

. Percentage of
Desirable Features
Found by State

Ohio Iowa Louisiana

~u

wumber of jails visited 5 6 )

Desirable features available:
Inmate security and safety:
Range . 40/60 40/80 40/100
Average . ‘50 60 £ 58

Sanitation: :
Range 43771  23/79 - 36/86
Average . 57 63 . 61

Inmate comfort and

rehabilitation: -
Range E - 10/70  10/40 20/80 20/50
Average _ 28 22 45, - 34

Privacy:

Range . © 25/75 50/100 25/100 25/100
Average : 45 n * 64 55
- 1
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Ohio Towa Louisiana Texas

Total: ,
Range 34/68 29/63 34/76 42768 »
Average 46 52 57 ' 54

We also visited some State-operated facilities serving the type of
population that is housed in local jails in other States. These States
had not used LEAA funds to physically improve their institutions, but we
visited them for comparative purposes. Qur evaluation of the physical
characteristics of these facilities indicated that, generally they of-
fered a better facility to inmates although they did not meet all de-
sired characteristics, as shown in the following table and illustrations

" ¥ and IX. - The detail for each facility is shown in appendix III.

Percentage of
Desirable Features

Found by State | .

" Rhode Island = Delaware

Number of jails visited : ~ 1 3

Desirable features available:
Inmate security and safety: ‘
Range : 56/71

Average , 79 61
Sanitation: . )
X Range 64/93
Average ¢ 89 81
Inmate comfort and
rehabilitation )
Range 90/100
Average 98 - 93
Privacy: -~ : - . >
< Range 100/100
Average 100 100
Total: ‘ .
Range e 74787
Average 92 82

- Some of the more common problems in the jails are (1) lack of adequate
segregation of classes of inmates, (2) multiple occupancy cells, (3) the.
presence of guard corridors, 1/ {(4) drunk tanks, and (5) lack of dining and

F

1/ A quard worridor is a passageway between the exterior wall and the back
of the cells. Inmates are generally not permitted in these corridors.

‘ - : 9o 7
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" and does not offer any privacy, even for minimum secu

recreation facilities and space for rehabilitation programs. Some lack
operable toilets in cells and laundry facilities for inmates' personal
clothing and do not provide items such as toothpaste, razors, sheets, -or
pillows. Regular visiting space is frequent]y not se?arate from cell areas

ity offgnders. The
following sections discuss why some characteristics are deemed desirable
and why the facilities visited were or were not acceptable.

Inmate security and safety

g

This category includes the features of jails that provide protection
to the inmate, such as_segregation of various classifications of inmates
and female supervision of female inmates.

According to the criteria we used, cells should be designed for single
occupancy. In addition, all handling and supervision of female prisoners
should be by female employees, and 24-hour matron serv1ce should be avail-
able. Novmally, no male employee shou]d enter the women's quarters unless
accompanied by the matron. ,

Four of the 22 local jails visited had only single occupancy cells.
The other 18, including 3 of the new facilities, had multiple occupancy
facilities with varying capacities. For example », the McLennan County,
Texas, jail had eight single occupancy cells, two- 4-man cells, eight
6-man cell, and two 16-man domitories.

Jail adminsitrators usually allowed all males to leave cells and
congregate in cell block corridors. In three jails, the cell doors would
not lock, although the doors to the cell block did lock. Operable cell
block doors are necessary to assure the safety of the public, and
operable cell doors are necessary to provide for the safety of all inmates.

I1lustrations I and II depict a typical cell in the new facility in
Kossuth County, Iowa. This facility has single occupancy cells. However,
single occupancy cells were not present in all the Iowa jails which re-
ceived LEAA funds. As shown in-iJlustration 111, the area to house fe-
males in Woodbury County, Iowa, was constructed to house at least three in
a room. The depressing cell areas in the Hamilton County, Chio, jail

“{illustration IV) and the Sussex Correctional Institution in Delaware.

{(i1Tustration V) also show cells in which at least two persons were kept.
The Hamilton County jail had 170 double occupancy cells. The jail pop-
ulation on the date of our'visit was 235 inmates, and the jail generally
housed an average of 270 inmates.

Desirable .teristics for housing female inmates were not always
met. Five of the 22 Tocal jails did not provide adequate audio .segretation
of adult female inmates from wie inmates. For example, in _Perry County,
Ohio, the second floor of the jail was used to house female offenders, if
the male population. did. not exceed the firsf floor capacity. If the second
floor was. needed for male inmates, female 1nmates were transported to a
neighboring county jail. No provision had been made for audio segregation
between floors. Eleven facilities failed to provide audio segregation be-
tween aduTts‘and Jjuveniles.

/
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In regard to fire protection, nine of the local jails and one State
facility did not have operable emergency exits and five local jails and the
same Stateé facility did not even have fire extinguishers or hoses avail-
able. These conditions are probably not even acceptable under local fire
and building safety regulations.

Nine of the 20 local jails having accommodations for females did not
provide 24-hour-a-day female supervision. Although it might be argued
i that it is not necessary to have 24-hour matron service, it is considered ¢
essential by correctional experts. A recent event demonstrated the
reason why a matron should supervise female inmates 24 hours a day.

&

On August 27, 1974, a female inmate stabbed to death a male Jaller
whom she alleged was attempting to rape her. She was-charged with first"
degree muymder but was subsequently acquitted of the reduced charge of
second degree murder. When the incident occurred, the woman had been in
jail for 81 days. The jail had no matron on the staff and,. according to
the Southern Poverty Law Center's "Poverty Law Report,”

"Women * * * had no privacy while bathing, changing clothes, ,

or using toilet facilities. Prior to the jailer's death, they . .
were under 24-hour surveillance by closed circuit television

cameras which male personnel, or anyone in the Ja1ler S off1ce, ,

would watch N : '

B . . . ) ,J 2 ‘ L]
Since the incident, attdrneys for the woman have filed a Federal court
suit asking, among other things, that constitutional standards be set for
care of female inmates in this particular county's Ja11

Sanitation

This category includes the toilet and shower accommodations available
to inmates as well as other hygiene items. A pervasive characteristic of
the jails visited was their general low level of sanitation and:.cleanli-
ness, which affects the health and morale of inmates and staff conf1ned .
together in the jail. Such elementary commodities as towels, toothpaste,
safety razors, 1/ and clean bedding were frequent]y in short supply or
totally absent. ;

Moreover, since single occupancy cells are more desirable for housing
inmates, they should be equipped with necessary plumbing.to assure that .
cells need not be opened at night. The lack of operable ftoilets in each
cell precluded some jails from being able to confine the1y31nmates within
the cells. Four of the 22 local jails visited had cells which either did
not contain & toilet or did not have an operable toilet at the time of
our visit. For instance, the Logan County, Ohio, jail has 3 toilets for the
ent1re 2-tier main cell block with a capacity of 18. One of these is in
‘an isolation cell; the others are for the rest of the inmates.

. [ . ~

_/Safety ‘razors and blades are accounted fo by the jail staff to guard
. against theft and. misuse ' :
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The depressing physical characteristics of some jails visited are
illustrated by the cells in Hamilton and Logan Counties in Ohio and in
the Sussex Cofrectional Institution in Delaware. (See illus. IV, V, and
VI). Some of the cells in Hamilton County were improved by the 1nsta11a—
tion of new toilets in front of the in-the-wall facility.' However, due to
Timited local funds, not all the cells were improved. The cell shown was
one that was improved under the LEAA-funded project. ‘

The condition of shower facilities also varied greatly as shown in
illustrations VII, VIII, and IX. Four of the 22 local jails and 1 of the.
State-operated fac111t1es we visited had, in our opinion, very unsanitary
shower facilities that were extremely rusty and moldy. =

Inmate comfort and rehabilitation ' ' : | i
THis category includes | " .
--the dining area outside the cell and toilet area, |

'--adquate ventilation and 1ighting within each cell,

--recreation space, and . _
Al } ) . -~
--absence of guard corridors. . . o0 ' .
The principle of human dignity and’ the purposes of rehabilitation require
that offenders be agcorded generally accepted standards of ‘decent 1iving.
This applies to food, clothing, and shelter, as well as physical and
mental health needs including recreat1on
Accord1ng to the criteria we use 1nmates should not eat in cells,
particularly if the cells contain sanitation facilities. The National
Clearinghouse for Criminal Justice Planning and Architecture suggests
that the dining setting convey a sense of eating tegether in an informal
environment and recommends individualized seating through moveable furni-
ture and sma]l tables. Stralght 11ne eatﬁng a rangements should be avoided.

Tﬁe State -operated Ja115 had separaba4¢1n1ng faC1 1t1es, however, on]y
three of the local Jjails had such facilities, and.two.of -these involved:
facilities at the miltiparish minimum security farms) The dining facilities
at the Hamilton County, Onhfio, jail consisted of permanently affixed tables
with a bench on one side, as shown in illustration X. Although all irmates

- must face the same direction, at least the eating arﬁa was not in the cell.
" block area.i.Typically, either a picnic-type combination dining/vecreation

table was.located in a cell block corridor or no dining arrangement;was pro-
vided, thus|forcing inmates to eat in their cells. Illustrations III and
X1 show thejcombination dining/recreation table arrangement. 1In 1ﬁ,of the

Jlocal jailsivisited, inmates must eat in full view of toilet faci]ities, g

facilities had either picnic table or table and chair accommodations; and
7 facilities offered no accommodat1ons and inmates ate in- the1r ce]Is

;Recreap?on should be recognized as a wholesome element of norma’ life,
and-numerouF criminal Justice sources advocate the need for récreat: in




facilities. However, only four of the Jocal jails had indoor recreation
facilities and only f1ve had outdoor facilities. o

Many facilities are designed generally for maximum security and in-
clude guard corridors, areas between the cells and exterior walls. [The
National Clearinghouse for Criminal Justice Planning and Arch1tecture does
not believé guard corridors are needed even with maximum security. They
diminish natural lighting and prevent access to an exterior view. I1lus-
tration XII shows a typical guard corridor. Seventeen of the local jails
had guard corridors which restricted the outside area that an inmate could
view from his cell. This situation contributes to the boredom and frustra-
tion that offenders inisuch facilities experience. ; o /L

o .
Privacy i A I
- This category 1nc1udes the type of space svailable forr(1) visiting
: fam111es and officials and (2) rece1v1ng or admitting procedures.

_ As important as it is to provide a hea?%hy, safe environment to in-
-mates, the ability to have frequent visits 1n an area that-affords privacy

L1s also important. Short length-of-stay inmates who offer 1ittle custody
“risk could be allowed face-to-face visiting in informal settings, and special
consultation rooms should be available for visits from law nforcement
personnel, attorneys, and clergy. Space should also-be’ ilable so in-
coming prisoners can be searched 1n private. q Sl

I1lustration XIII shows the visiting fac11]ty for the 2§11dress County,
" Texas. jail. It consists of a small part through which the nmates converse
with visitors. Many of the facilities we visited.did not hav adequate .
visiting space. Normal visiting space (excluding that provided for mee%}ngs
with legal counse1) was separate from the cell area in 11 of the local
jails we visited. The visjting spacé afforded privacy for conversations in
only six of thesegfacilities. Illustration XIV i3 an example of private
viziting“space maae availabie for confercnces with attorneys. Most of the
jails did provide some type of private area for legal discussions.
v ‘ '
" Five of the local jails d | not’gﬁve a pr1vate area for search. Prior
to LEAA-aided renovation, the Hamilton County, Ohio, jail, conducted strip
searches iri an open corrldor between the two main ce]l blocks. The renova-
t1on project provided a private area for strip searches.. -

-

CONCLUSION ~ . -

_QEQ______ o LT QHQR _ _

;\ 0vera11 ¢he local jails we visited did not appear‘t&vbe in adequate

physical cond1t1on even after receiving LEAA funds to improve them. Many ,e\\;//r\
. ©f the characteristics considered in criminal justice’experts and federal

“courst.to be neceSSary to classify the Ja1ls as phy51ca11y adequate were
not present.. / ‘ . I

Ther%\%beﬂmarﬂmous greement on the starudaf‘ds necessary in

jails fo e them acceptable/ for Musing offenders. -Objections might be
* taken o the. Crlt&f?& we used to access  the physical adequacy of the
Jjails. .I m1ght beiargued that offenders do not deserve such, fac111t1es

f ! ) \ : - e )
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Qur purpose in doing the criteria we did was not necessarily to endorse

the aspects of those criteria, byt to assess the improvements in the .
conditions of jails after expenditure of LEAA funds,

Any public facility should meet certain minimum safety and health
standards. Thus, LEAA and the States should address what standards and
criiteria should be applied to judge the adequacy of the physical condi-
tions of local jails. The criteria we cited earlier in this chapter could

be a starting point for arriving at standards acceptable to both LEAA and
the. States.




CHAPTER 4

NEED FOR ASSISTANCE TO INMATES IN LOCAL JAILS

Local jails are considered to be the intake point of the criminal
justice system and, as such, should provide an opportunity to help in-

_ mates at an early stage. Five jails offered no services, Fifteen of the

.. _=~<Counseling. . . _.

22 locally operated jails provided only limited services, which were
gererally religious- or alcoholic-oriented or limited work release. The
two farms offered more services. (See app. V.} The four State-operated
facilities offered a greater variety of services, but these were not
available to all classes of inmates.

The Preszdent s Commission on Law Enforcement and Administration of
Justice stated in 1967,

"*x * * ayen the short term of most misdemeanant sentencing can
be turned to advantage given more adequate resources and better
developed processes for referral to communzty treatment agencies
outside the c31m1na1 justice system."

The National Adv1sory Commission in 1973 recommended as ore of its stan-
dards that local correctional facilities provide activities-oriented to 'the
inmates' individual needs, personal problem-solvinn socialization, and

skill development. The Commission recommended tha. .nese activities in-
clude: - " '

--Educational programs avaz]ab]e to all residents in cooperatzon
with the local school district.

~-Vocational programs provided by. an appropriate State égency.

~-A job placement program operated by State empioyment agencies '
and local groups represent1ng employers and local unions.

Although services are considered desirable, there are no nat1ona11y acknow-
ledged standards.

According to jail adm1n15trators. one reasons why assistance programs
had not been provided was the inmates' short length-of-stay. Extensive

~assistance programs are not practical’ for this class of inmate. However,

considering the number of inmates incarcerated at the local level and the
apparent pattern in their demographic background, such as young age and
alcohol-related offenses, minimal counseling should be provided so the
offenders could use further services upon release, This counseling could -
be provided by a jail staff member or a volunteer. For longer term in-

mates, greater consideration needs to be given to work or assistance re-

lease programs.




In most communities, the educational system., church and civic groups,:
social- welfare agencies, and county alcoholics anonymous crganizations could .
provide some assistance. Representatives of the organizations we contacted
were willing to provide assistance although, in some instances, financial
Timitations restricted the extent of help that could be offered. Generally,
the organizations had not been contacted by personnel responsible for jails:
furthermore, there is no requirement by either the Law Enforcement Assistance -
Administration or the States that the local jail officials do so.

CHARACTERISTICS OF INMATES IN JAILS VISITED

We developed or obtained demographic data to determine the characteris-
tics of the inmates in the 22 local jails and the 4 State-operated facili-
ties visited. '

Local jails

Some of ‘the data for the locally operated jails is shown on the
f0110w1ng page. ‘More information is in append1x IV.

The demographic data shows that the inmate population was predominantly
under 30 years of age. Traffic- and alcohol-related offenses constituted
a significant percentage of the reasons for incarceration--over 50 percent
in about half the jails. In all of the locally operated jails, excluding
the farm which houses sentenced inmates only, more than 70 percent of
the inmates were incarcerated less than a week.

~ As shown in appendix IV, the Jocal jail population consisted pre-
dominantly of male residents of the county in which the jail is Jocated or
of neighboring counties. In addition, 60 to 90 percent of the individuals
were awaiting trial: '

W

#  State-operated jails - - ' | T

- . 4
Demographic- data for the four State-operated jails was obtained from

recent State studies. The studies show that inmates of State-operated

. _facilities_are also predominantly under 30 _years of.age.. The offenses. and
lengths-of-stay of inmates at these institutions. however, are not compar- -
able to those in local jails. Local jails primarily house persons awaiting
trial and offenders sentenced to Tess than 1 year. State-operated jails
also house such persons. as well as those sentenced to longer terms, inciuding
1ife in prison.

The Y970 and 1972 national studies on local jails have shown that jail
inmates are predominantly young males; over half are pretrial detainees cr
otherwise not convicted. Sentenced inmates are usually associated with
misdemeanors, the most common being drunkenness or vagrancy, traffic vio-
lations, and drug possession. The 1972 study reported that about 6 in 10
were less than 30 years old. The demographic data we obtained also showed
that the percentage of jnmates under 30 ranged from 37.5 percent to 85 per-
cent with the median be1ng 59 3 percent.

i\\!!b
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Percentage of inmates
With alcohol-
Under .or traffic With 1ength-
30 years related of-stay less
Jail : . of age offenses than 7 days

i

.-‘ i

Ohio: ' ’
Licking County . 51,
Perry County - . 56.
Logan County . 59,
Shelby County ' . 59.
Hamilton County . a/4.

N
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Iowa: :
Dubuque County . 45,
Kossuth County. . 52.
Woodbury County . 18.
Monona County . ) 33.
Appanoose County 85. ’ 42.
Scott County . . 39.

L0 ~J4 WO 0
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Louisiana:
Quachita Multi-
parish. prison
{note bg
East Carroll
Multiparish: L
Jail 37. . 87.5
Famm 60. ; (c})
St. Martin Parish 60. . 89.9
Leesville City 71. . 83.7

78.0

Texas: '
Bastrop County 43.4 . . - 88.7 -
Atascosa County - 59.3 5 - 92.3
. ) “Gillespie County 60.0 . 100.0
= .. MclepnanCounty — 59.1 - -~ 39.8- - - ~865"
' Childress County 44.5 . 88.9

g/A1éhol- and traffic;éelated of fenses are handled at the Cincinnati Work-
house. There is also a program in operation in Cincinnati to handle
drunk drivers in lieu of incarceration.

b/Separate records for the jail and farm populations were not maintained.

c/Only sentenced minimum security offenders are housed at the prison farm.




-AQAILABILITY OF SERVICES : ~

We inquired as to the availability of services-at the jails, such as those

-~ suggested by criminal justice experts and those available from community

resources {(vocational and educationai agencies and alcohol, drug, religious,
or social service counseling agencies).

Local jails

A summary of services available to the inmates of the 22 Tocally operated
jails is shown below. More information is in appendix V.

Louisi- :
Chio Iowa ana Texas Total
Number of jails visited . § 6 6 5 22
Number of jails offering
these services:
Work release - 2 - 7
Furlough , - - 2 - 2
Educational release - - - -
Vocational training - - 2 -
Vocational counseling - - 2 -
Job placement - - 1 - 1 3
Education - - 2 - 2
~ Alcohol 1 3 1 1
Drug abuse - - ] 1
Religious 4 3 5 2 14
Social service counsel-
ing 1 - 1 -

The locally.operated jails, even those with a larger capacity, offered
practically no services. Work release and religious services were the most
commoniy available, but even the existence of these varied among the States.

.In almost every. instance,-local-jail-administrators-attributed the lack—of - -
- services to inmates' short length-of-stay. They believed services are not

practical unless an inmate is confined for at least 90 days, which generally
was not the case in the’jails visited.

As shown in appendix V, 5 of the 22 jails offered no services and 7
offered only 1. The Hamilton County, Ohio, jail, the largest of the local .
jails we visited, offered only religious services. The two multiparish
farms in Louisiana offered the most services, but these facilities housed
only sentenced minimum security inmates. “,

State-operated jails

The two State-operated systems shown in the following table generally
offered a number of programs for inmate assistance. The existence of such
programs supports the apposition that larger institutions, with inmates

- serving longer lengths-of-stay, are mere likely to offer services.

1oy
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. : ) Rhode Island De]aware Total
- Number of jails visited . 1 ' 3 4

Number of jails offer%ng
these services:

Work release ] "3 4
Furlough - .3 3
Educational release ] -3 4
Vocational training 1 2 3
Vocational counseling 1 2 3
Job placenent 1 1 2
Education 1 3 4
Alcoho! 1 3 4
Drug abuse - 3 3
Religious 1 3 4

1 3 4

Social service counseling

Even the services in these State.institutions, however, were Timited
in capacity and had restricted participation. In Fhode Island, where all
types of offenders are housed at the location, services were availakie only
to sentenced inmates, even though about 20 percent of the approximately 366
inmates were awaiting trial. Jobs in most shops, such as the printing,

“tailoring, publication, and hobby shops, were available only to inmates ir
n ‘the maximum security unit, and about 75 of the 366 inmates in maximum
- security were employed in those efforts. The work release program had
. only 25 participants, and only 3 inmates were in study release programs.’

In Delaware, educationa) and vocational programs were available to

both sentenced and pretrial inmates but the programs were limited. There

was no vocational training or counseiing available at the Women's Correc-

tional Institution, and only jobs in a furniture shop or farmwork were

available at the Sussex Correctional Institution. In addition, sentenced

or pretrial inmates could participate in vocational or educational programs
__ﬂ__"_mﬂnnnly_lf.Jt-could—be-showa—that—the—anmate—wouidﬁbe-fncarcerated-ﬂung—ennugh““"“_

to complete a course.and had th. basic intelligence quotlent to handle course

material. Only sentenced inmates could participate in work release, and the

approximate number of participants was 71 of an average daily populetion of

700. .

The services available at the facilities we vISIted are deta11ed in
appendix V. -

AVAILABLE COMMUNITY RESOURCES ‘ -

In the communities visited, we inquired into the availability of
organizations to provide minimal services to local j2il inmates. The
organizations contacted included school boards, alcoholic programs, em-
ployment services, ministerial soc1et1es, and pubiic welfare agencies.

Since State-operated jails do offer various services--even if on a restric-
' tive basis--we limited our effort to communlties in the four States opera-
. . tlng local jails.

hno




Resources were available in many communities, and organizations were
willing to provide some. services. However, 63 nercent of the organizations —
visited had not been contacted by jail admlnwstracvﬁg Another 23 percent
had been contacted infrequently. >

As an-example, representatives of. five organizations we contacted
in Childress, Childress County, Texas, commented on sérvices. Representa-
tives of Alcoholics Anonymous -and the State employment service indicated
they- provided 1imited services and were willing to continue with no
additional financial resources. The superintendent of schools and members
of the Council of Ministers had not been contacted by the jail administra-
tion and did not provide services but would be willing to do so. The
superintendent of schools indicated that additional funding would be needed.
A representative of the Department of Public Welfare stated the department
could provide assistance only to inmates' families,

We received similar responses from five organizations in Centerville,
Appanoose County, Iowa. The five organizations--the Indian HiTls Community
College, the County Ministerial Association, and the three discussed be-
low--had not been contacted and did not pro nﬁnde services but were willing
to.do so. However, the lowa State Department of Social Services and the
Iowa employment service indicated a need for additional funds and/or
staffing. The super1ntendent of the district community schools stated
that by law, any services provided by the schools had to be limited to
persons under 20 years of age.

The following table summarizes by State the results of our inquiries.

.Ohio - Iowa Louisiana Texas Total

Number of communities visited 5 "5

Number of organizations contacted 25

"-Contacted by jail off1c1a1s to
"+ provide services:
No contact
Informat and/or in- -
frequent contact 36
Currently providing services 16

Organization's attitude toward
providing services:
Willing to provide services
Unable to provide services
Unwilling to provide services
Currentiy providing services

Restrictions to providing services:
' No restrictions
Inadequate resources st
"Miscellaneous ’

'\“
.- -




. Sixty of the 109 organ1zat1ons contacted (55 percent) were willing to
. provide services; however, 36 of the 109 organizations (32 percent) stated
their present financial or staffing resources would restrict such services.
o .

Therefore, other means should be found to supplement such groups'
efforts. One available resource could be community volunteers. Criminal
justice experts belijeve that volunteers are a viable resource for rehabili-
tative programs. They also point out that volunteers can serve a secondary
purpose of communicating to citizens an awareness of the conditions of
jails and possibly exert community pressure to improve the jails. i

.

An LEAA-funded study 1/ concluded that between 60 to 70 percent of
the criminal justice agencies surveyed had volunteer programs. Literature
on criminal justice includes exampies of successfu] programs using volun-
teers, such as:

--In a Royal 0Oak, Michigan, program volunteers are a major element
in an extensive program.for misdemeanants which offers individual o
and group counseling, job placement assistance, and aid with family :
problems. Partial pay dis provided for some participants, but many
other citizens serve without pay.

~--The objective of a project in Westchester County, New York, was to
demonstrate how citizen volunteers could effectively enrich the
activities program in a short-term institution. Forty-one volun-
: teers with various professional backgrounds but without any prior
. experience working with offenders were recruited and trained in
the special requirements governing work in -a correctional institu- .
tion. Courses in needlecraft, typing and shorthand, personal
grooming, nursing. and arts and crafts were organized. The results
showed that citizen volunteers can enrich the activities program 1n
a short-term correctional institution... ... ... —=
--Charlottesville, V1rgln1a, has a program involving about 100 volun-
" teers working with individual inmates at the county jail. A broad
range of inmate programs operate in the jail including work release;
alcoholism counseling; remedial educational, art, and hobby programs;
and limited indoor recreation. Al1 are conducted without cost to
the jail. ' :

- On the basis of information developed in the LEAA-funded - study
and the three locacions just mentioned, jail administrators apparently -actively
sought and used community resources. However, in the local jails visited,
the administrators made 1ittle effort to contact the community to obtain any
services for the inmates. One reason for their lack of action may have been
the pressing needs to attend to other duties. One way to ease the problem
would be for each jail to use a county social service worker, a volunteer,

~ 1/"Guidelines and Standards for the Use of Volunteers in Correctional Pro-
. grams,” National Institute for Law Enforcement and Criminal Justice, Law
Enforcement Assistance Administration, Aug. 1972,

1ng




or someone hired spec1f1cally to act as a resource person and counselor to o
inmates in the jails to encourage the inmates tod_t;%nvaﬂable community .
resources. Such an approach is a relatively effartless and’ inexpensive way N
for small jails to at least begin to address the needs of offenderE: L

CONCLUSION o : :

Local jails have not prov1ded adequate serv1ces to inmates; more needs
to be done. However, because of the Jow number of offenders 1ncarcerated
in the jails for long periods, it is apparently impractical and probably
cost ineffective to assume that such jails should develop sophisticated
service programs. Nevertheless, some actions could be taken.

" Local jails could rely much more.on community resources already avail-
able. More consideration could begiven to work programs. Finally,
local jails could employ resource counselors to talk to the inmates about
their problems and to act as catalyst to get the inmates to avail themselves
of services once they leave the Jail. At a minimum, LEAA and the State
planning agencies should do a better job of encouraging local jail adminis-
trators using LEAA funds to use those community organizations available to
assist inmates. LEAA and "the SPAs should also work together to.develod
standards and criteria citing the services needed for different offenders
and the types of community assistance that jail admiristrators should seek.
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s OVERALL CONCLUSIONS, RECOMMENDATIONS S e

o

" : ANO AGENCY COMMENTS
"« CONCLUSIONS ‘ |

Inadequate physical conditions and lack of services are still problems
in local” jails. The lack of action in some communities to correct these
problems has led the courts to order communities to either improve the
conditions.in Jocal jails or close them. Such court action lndlcates the
general lack of priority given the problem by executive agencies at all
levels of government.

4

Both the Law Enforcement Assistance Administration and the States
have emphaSIZed commun1ty~based correction programs as alternatives to
lncarceratlon This emphasis appears consistent with congreSSIOnal inter-
est in' community-based correction efforts. But even recognizing that
emphasis should be given to improving other aspects of the corrections
system,’the Tack of progress in improving local jails is disconcerting, as
is the fact that in many cases LEAA funds have been.used for minor improve-
ments_and repair of jails., Such actions have undoubtedly improved the
Jalls, but from an oversl] standeInt the impact on their condltion has
been 1ns1gnif1cant

. The problem cal]s for- some national leadership from ‘LEAA. ™ LEAA should,

z consider _what_long-term role local jails should have in our correctional
system based on research and evaluation and then adopt funding strategies
to move the Nation toward that-end.

One issue that could be addressed is whether LEAA should continue to
allow its funds to be used to correct minor problems .in local jails--
especially small ones that house mainly nonviolent offenders for period
usually less than 1 week--when improvements will not result in the jails'
meeting certain minimum standards. Even if LEAA decides to continue funding
local jail improvements to prevent court-ordered closure, how long should
such a policy continue? Such efforts, at best, overcome on]y imediate
needs. :

We believe that LEAA and the States should insure that block grant
funds are used tg bring local jails up to certain minimum standards .for
physical conditions and programs to assist inmates. The Federal Govern-
ment has some cbligation to try to bring about improvements when its funds
are spent. States or localities should use their own funds if they want to
make minor .improvements in jails which will not meet minimally acceptable
physical standards. Also, LEAA should require States and grantees to
tst'lfy the use of funds for specific local jails if lt appears that _

gional Jﬁ!]S might be more eft3c1ent and- effective. .

o LEAA cou!d be a positive force in improving the jail situation through
. . its plan approval process and its ability to persuade the States to move
in certain directions. This would be in 11ne with the response of the De-
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partment of Justice to our May 28, 1975, report ent1tled; "Federal Guidance
-—-..Needed if Halfway Houses Are To Be a Viable Alternative To Prison" (GGD-75-
'""70] In. that response, the Oepartment acknowledged the need for ﬂ1n1mum
standards for’ fac1Y1t1es and that LEAA had leverage through block® grant
fUnds to encourage f0110w1ng standards.

RECOMMENDAT 10NS TO THE ATJORNEY GENERAL

Ne recommend that the Attorney General direct the LEAA Adm1n1strator

#

to:

 --Agalyde LEAA's position regarding the way Tocal jails should be

usad in the entire correctional effort, including a study of the
barriers-to establishing regional facilities and the means to

- overcome these barriers. One possibie action LEAA could take ‘would
be to requ1re justification for funding local jail improvements. if

it appears’ that regional jails might be more efficient and effec-
N tive. , .

--Establish, in con3unct1on with the States minimum standards for
physical conditions of -l1ocal jails 'that must eventually be met if
LEAA moneys are provided to improve such jails and require, as a
condition of awarding any such, funds, that the communities seeking
such funds, that the communities seeking such awards submit .a' plan
detailing what actions, over a specified period, would be taken
to bring the jail up to the established standards. ' (The p)an wou'd
_ serve as a basis for allowing LEAA to seek recovery of Federal

. funds spent on the jails if the community does no+ adhere to the

actions and timetable deta1led in it.) . .

-<Establish, in conJunct1on with the States, minimum standards as to.

the services needed for different types of offenders in local jails °

and the types of commun1ty assistance that jail- adn1n1strators
should seek. .

--Institute procedures us1ng resources within LEAA reg1ona1 off1ces to
act as catalysts to encoyrage State and local officials to seek out
community resources for-.services for inmates in local jails.-

To help accomplish_the above, we recommend that LEAA suggest to State
planning agencies that they require Jocalities seeking funds to\1mprove
jails to specify in their grant applications (1) what type of services are
operated by the jail to assist offenders, {2) what services -are available
within the community, and (3) what plans the jail administrator has to use
available community resources to improve services provided offenders.

~ AGENCY COMMENTS

The Department of Just1ce by letter dated February 9 1976, generally
‘agreed with our conclus1on§'and recommendations. (See’ appp.VI ) The
Department stated that:

&
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--LEAA intends to make upgrading jails and minimizing their yse one
of its national priority program thrusts.-

--LEAA will attempt to develop a funding policy to achieve a more
_effective correctional system at the local .or regional level. =
" LEAA's objective will be to insure that a methodology is developed
{by the State or-localities and lmplemented to accomptish the de-
sired cbjectives).

-
i -

--In LEAA]s judgment, efforts by the National Clearinghouse for
Criminal Justice Planning and Architecture and the National Ad-
visory Commission on Criminal Justice Standards and Goals havx
provided the cornerstone for the States to develop jail standards.
- LEAA will fund State efforts to deve]op such standards

~<In add1t10n. LEAA will try to better assure that steps are taken
to. upgrade State and local jail concitions by requivring more de-
tailed information from the communities or their-plans tc achieve

- established physical standards and desirable services for the
lnmates

The Department also p01nted out certain limitations that preclude LEAA
from directly being able to .improve local jail conditions. The Department
stated that while LEAA recognizes the leadership role it must piay and
plans to Yse every resource at its disposal, the block grant concept
places primary responsibility on the States for formulating and enforcing
standards for local jails. The Department also noted that the program’s
matthing fund requirements reflect the extent to which local governments
.desire to or are capable of addres$ing the local jail problem. The Depart-
ment ‘stated that if local governﬁents are not committed to improving jail
conditions, they SImp1y wi]l not "buy-in" to an LEAA program, particularly
lf strict standafd- settlng requirements are conditioned wlth the grant.

— If effectively implemented, the Department 's proposed "actions should
better assure that Federal funds are used to improve local jail conditions
as opposed to perpetuating unacceptable situations. However, we continue
to believe' that LEAA and the States sfiould determine the extent to whiich.
certain standards sPould-apply to ail States. Progressive States and’
iocalities will, by definition, probably establish acceptable standards. K
The more difficult qug;tlon to answer is how to develop acceptable standards
and conditions- in those States less willing to change. One way is to place
a condition on the use of appropriate Federal funds. Developlng agreed
upon minimum standards could facilitate.positive changes in such localities
shou]d they choose to use LEAA funds for local jails. :

RECOMMENDATION T0 THE CONGRESS

&

while the Department of Just1ce agreed wlth our recunmendatlons that
minimtim standards are desirable when' spending Federal moneys to improve
local jails, it stated that it did not believe ‘the block grant concept
gives the agency sufficient power to mandate agreed upon national minimum

standards to be applied if Federal funds are used in constructlng or re- .-

novating local Jjails.
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We belijeve that LEAA, in cooperation with the States, does have the
flexibility to develop agreed upon minimum standards. In addition, the
issue of whether LEAA, in conjunction with the States, can develop minimum
standards has also been addressed in several of our previous reports to
the £ongress on the LEAA program. _/ We, therefore, recommend that the
cognizant legislative committees discuss with LEAA whether the block grant
concept does contain sufficient flexibility to enable LEAA and the States
to adopt agreed upon minimum standards to be applied nationwide when
determining whether LEAA funds could be used for certain types of projects
or whether additional, clarifying legislation is needed. _

-

1/"Difficulties of Assessing Resu]ts of Law Enforcement Ass1stance Adminis-
tration Projects to Reduce Crime," B- 171019 March ‘19, 1974.

“Federal Guidance Needed lf Halfway Houses Are To Be a Viable A]ternat1"e'
to Prlson,“ GGD-7- 70 May 28, 1975,

r
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CHAPTER 6
SCOPE_OF REVIEW

The policy of the Congress under the Omnibus Crime Control and Safe
Streets Act of 1968, as amended, is to assist State and local governments
in (1) Strengthening and improving law enforcement and criminal justice,
(2) developing new methods for preventing and reducing crime, and (3)
detaining, apprehending, and rehabilitating criminals. We reviewed the
conditions of local jails to assess what effect the Law Enforcement
Assistanc? Administration grant program has had on-improving conditions of
local jails.

~ To assess LEAA's role, we looked into operations at LEAA headquarters
and at the regional offices in Boston; Philadelphia; Chicago; Dallas; and
Kansas City, Kansas.

To obtain basic information on Tocal jail improvements, we visited
State planning agencies and 26 jails in 6 States as follows:

pg

LEAA region State Jails
Boston I Rhode Island 1
Philadelphia III Delaware 3
Chicago V Ohio 5
Dallas VI Louisiana 6

Texas 5
Kansas City VII Iowa 6
Total : 26

The States were selected for review on the basis of (1) the amount of LEAA
funds used for construction or renovation, 2; the types .of facilities
(1ocal, regional, qnd State-operated), and (3) the geographic coverage.

The jails reviewed were selected on the basis of LEAA funding, jail
capacity, and geographic distribution. Seventy-five percent of local
jails in the United States have a capacity of 20 or less and, therefore,
14 jails visited were small.. However, we visited 8 medium-sized jails with
a capacity of 51 to 150 inmates and 4 jails-with a capacity exceeding 150.
The four facilities visited in Rhode Island and Delaware are State-operated
. and were selected for comparison with the locally operated jails in the
- four other States. Two facilities visited in Louisiana were minimum
security regional farms serving multiple parishes.

We talked with officials and reviewed records at the-LEAA reg¥onal
offices, each State planning agency, and selected regional planning units.
We reviewed the conditions of jails, the policies and procedures to improve
these conditions through LEAA funding, and the extent of actual funding.

g
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At the jails visited, we discussed with jail administrators the condi-
tions of the jails, the availability of services, and the extent of efforts
to improve inadequate conditions. Between July 1974 and April 1975, we ‘
inspected each jail and randomly sampled the jail records to obtain demo-
graphic data on the inmates. We also contacted representatives of agencies
providing services to the communities where the Jai1s were Jocated to
determine their knowledge of the needs for services in local jails, the
extent to which they had been approached for aSSIStance and their willing-
ness and ability to provide services.
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APPENDIX I _ ‘ APPENDIX I
. _ ' ANALYSIS OF LEGAL STANDARDS FOR
MAINTENANCE AND SERVICES REQUIRED
TO BE PROVIDED PRISONERS IN LOCAL JAILS

Local jails, in principle, are subject to local law, including
municipal ordinances. However, the past 6 years have witnessed a rapidly
accelerating and not yet settled development of Federal case law pertaining-
to the operation of State (including local) prison facilities, a develop-
ment largely attributable to the collapse of two obstacles to relief:

(1) the abstention doctrine (Federal judicial nonintervéntion) and (2)

the requirement of exhaustion of State remedies. The latter is now viewed
as inapposite; the former, proscribed. Procunier v. Martinez, 416 U.S.
396, 400 et seq. (1974); Wilwording v. Swenson, 404 U.S. 249 (1971);

Jones v. Metzger, 456 F.2d 854 (6th Cir. 1972); Wright v. McMann, 387

F.2d 519, 522-523 (2d €ir. 1967). The breadth of recent decisions may

be ascribed to the application of the concept of pendent jurisdiction, a
concept that allows Federal district courts to interpret, correct viola-
tions of, or enforce ancillary State law. See, e.g., Taylor v. Sterrett,
499 F.2d 367, 368 (5th Cir. 1974), cert. denied, u.s. , 43
U.S.L.W. 3500 U.S. Mar. 17, 1975, applying Hagans v. Lavine, 415 U.S. -
528, 545 et seq. (1974). . ' , :

. It is now generally recognized that a prisoner is deprived only of
those rights "expressly or by necessary implication, taken from him by
law." Moore v. Ciccone, 459 F2d 574, 576 (8th Cir. 1972), quoting from
Coffin v. Richard, 143 F.2d 443, 445 (6th Cir. 1944), cert. denied 325

. U.S. 887 (794%). ‘

Among basic requirements, courts have included: (a) the essential
elements ‘of personal hygiene {(e.g., soap, towel, toothpaste, toothbrush,
and toilet paper); (b) clothing and blankets; (c) access to sinks (in-
cluding hot water) and showers; (d) clean laundry {or use of laundry
facilities) provided on a reasonable basis; (e) essential furnishings
(elevated bed, mattress, a place to sit, and sanitary toilet facilities);
(f) adequate drinking water and diet, prepared by persons screened for
communicable disease in kitchens meeting reasonable health standards;

(@) shelter; (h) adequate (but not excessive) heat; (i) exposure only to
reasonable noise levels; and (j) light and ventilation. To the extent
isolation ‘or segregation cells may still be used at all, .for punitive or
administrative reasons (including a prisoner's own protectiong, such
detention facilities’ should be so designed as to allow custodial (preferably,
medical or psychiatric) supervision. Prisoners may not.be housed in
unsanitary or permanently overcrowded cells, or under conditions which
may be reasonably anticipated will eridanger personal safety or sanity.
See, e.g., these Arkansas cases: Finney.v. Ark. Bd. of Corr., 505 F.2d
194 {8th Cir. 1974) (Finney), aff'g in part, rev'g in part Holt v. Hutto,
363 F. Supp. 194 (E.D. Ark. 1973), modifying Holt v. Sarver, 442 F.2d .
¢ 304 (8th Cir. 1971) (Holt I11), aff'g 309 F. Supp. 362 (E.D. Ark. 1970),
(Holt I1), 300 F. Supp. 825 (E.D. Ark. 1969), (Holt 1J. ‘

A
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" APPENDIX I ' APPENDIX 1

While local jails may be exempt from compliance with local health

“and housing codes, prison conditions are unlikely to meet minimum community

standards of decency if they totally fail to comply with essential health,

- safety, and housing (particularly space, ‘'ventilation, plumbing, heating,

electricity, or sanitation} regulations. Cf.-Gates v. Collier, 501 F.2d
1291 (5th Cir. 1974), adopting and aff'g 349 F. Supp. 881 {N.D. Miss. 1972}.
Similarly, courts have ordered that prison kitchen standards be made to
conform with State board of public health restaurant standards. Little

v. Cherry, 3 Pris. L, Rep. 70 (E.D. Ark. Jan. 31, 1974}.

While the nature of appropriate medical treatment falls within the
sound discretion of medical personnel, prisoners may not be deprived of
competent medical and dental care. Gates v. Collier, supra; Némman v.
Alabama, 349 F. Supp. 278 (M.D. Ala. 1972). Adequate supportive facilities
should be available ~- not necessarily within the prison -- to meet
reasonably foreseeable medical and dental needs, including pharmaceutical
and medically prescribed dietary requirements. Finney, supra, 202-204;
Steward v. Henderson, 364 F. Supp. 283 (N.D. Ga. T973).

Medical care must include treatment of drug dependent prisoners, or
medically supervised drug detoxification. Wayne County Inmates v. Wayne
Co. Bd. of Commr., 1 Pris. L. Rep. 5, 51. 186 (Mich. Cir. Ct. 1971, 1972),
substantive issue not disputed on appeal, sub nom., Wayne County Jail
Inmates v. Lucas, 216 N.W. 2d 910 (Mich. 1973). Differences in services
afforded based on anticipated length of imprisonment have been permitted,
provided at least that classification of services afforded prisoners is
rational, is based on differences in sources of available funding, and
does not deny basic medical needs. Kersh v. Bounds, 501 F.2d 585 (4th
Cir. 1974}, cert. denied, , u.s. » 43 U.S.L.W. 3452 (U.S.
Feb. 14, 1975).

Reasonable access to the courts-may not be denied or obstructed.
Johnson v. Avery, 393 U.S. 483 (1969). Facilities must be adequate to

permit confidential attorney-client visits. A basic collection of representa-

tive 1egal materials (including case law and search materials) should be
available at least on a loan.basis. Gilmore v. Lynch, 319 F. Supp. 105
(N.D. Calif. 1970}, aff'd under the name of Younger v. Gilmore 404 U.S.
15 (1971). Library size and number of required copies of basic materials
necessarily depend on the size and character of the institution. If
materials may not be removed to the cells, size-'and furnishings should
be adequate to afford prisoners a reasonable opportunity for research
and study. Cf. White v. Sullivan, 368 F. Supp. 292 (S.D. Ala. 1973);
Stone g. Boone, 3 Pris. L. Rep. 285 (D. Mass., Oct. 10, 1974} {consent
ecree}.

Prisoners must be permitted to follow the tenets of their religion,
including the right to conform to dress and dietary requirements, insofar
as their religious beliefs can be reasonably accommodated. Ross v.
Blackledge, 477 F.2d 616 {(4th Cir. 1973)}. Chapel or similar facilities
ang religious materials must be adequate to accommodate the needs of
i.inority faiths, if available to others. Pitts v. Knowles, 339 F. Supp.
1183 (W.D. Wis. 1972), aff'd 478 F.2d 1405. Religious privacy must be
protected with services being held in places where prisoners not choosing
to attend are not made unwilling participants. Cf. Edwards v. Davis, 3
Pris. L. Rep. 54 (D.N.C. Dec. 11, 1973) (consent decree}.
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APPENDIX I ) . : APPENDIX I

Prisoners are not entitled to benefits not generally recognized as
rights enjoyed by the commnity at large. James v. Wallace, 382 F. Supp.
1177 (M.D. Ala. 1974). Adult education is not provided as a matter of
right, and except as otherwise required by local Taw, rehabilitative
services including educational or job training programs need not be .
provided for adult prisoners. But cf. Holt III, supra, 378-379; Finney,

supra, 209.

Moreover, where Tocal jails are used to house persons detained under
civil-commitment or pretrial detainees unable to raise bail, facilities
must be designed and equipped to meet additional requirements. The
detainee is presumed not guilty of criminal misconduct; he may not be
punished without or. before trial. He may be held only under conditions
comprising the least restrictive means of achieving the purpose requiring
and justifying his detention. Hamilton v. Love, 328 F. Supp. 1182, 1192
(E.D. Ark. 1971). Note, "Constitutional Limitations on Pretrial Detention,"”

- 79 Yale L. J. 941, 949-950 (1970). Detention may not be more punitive

than incarceration within the State's penal system; it should not be

., substantially more burdensome than detention in other State or Federal

institutions used for the same purpose, in the same area. Rhem v. Malcom,
507 F.2d 333, 336-337 (2d Cir. 1974) (Rhem III), aff'g in.part, rev'g in
part 377 F. Supp. 995 (Rehm I1), 371 F. Supp. 594 [Rehm I) (S.D.N.Y. 1974);
Inmates of Suffolk County Jail v. Eisenstadt, 360 F. Supp. 676 (D. Mass.
1973), aff'd 494 F.2d 1196 (st Cir. 1974), cert. denied 419 U.S. 977
(Eisenstadt). :

Detainees committed. under civil commitment for psychiatric evaluation
or treatment should be committed to facilities designed to provide suit-
able professional treatment and evaluation. Cf. 0'Connor v. Donaldson,

u.s. 43 U.S.L.W. 4929 (U.S. June 26, 1975) vacating Donaldson
v. 0'Connor, 493 F.2d 507 (5th Cir., 1974); see the latter, and cases
cited therein, 518-527.

Whether or not the courts will eventually require classification of
detainees, they have recognized that maximum Security conditions cannot
be justified as "the teast restrictive means" of assuring that the great .- -
majority of pretrial detainees will appear at trial. In individual cases,
courts have held that detainees were entitled: (1) to have privacy (in-
cluding, -in one case, the right to be Tocked in as well as out of the

cell), Rehm I, supra, 628, in others, to single cell occupancy, Eisenstadt,

360 F. Supp. 676; (2} to.associate with other detainees (to assembie,

‘e.q. for reli?ious services, United States ex rel. Jones v. Rundle,

453 F.2d 147 (1971); (3) to enjoy access to a broad range of reading and
writing materials, (Inmates v. Peterson, 353 F. Supp. 1157, 1168-1169

(E.D. Wisc. 1973) (Peterson)); {4) to engage in recreational activities

and to use recreational facilities, (Rehm I, supra, 594); and (5) to have
outside communication by telephone (Brenneman v. Madigan, 343 F. Supp.

128, 141), letter (Peterson, supra, 1167-1168), and personal contact,
including visits by children (Brenneman, supra) and, in one case, conjugal
rights arranged in a discreet and cricumspect manner (Government v. Gereau,
3 Pris. L. Rep. 20 (D.V.I. May 30, 1973)). '

41
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Courts have ordered the reduction of jail population, the closing

of nonconforming jails, or substantial alteration of existing facilities,
including: (1) removal of cells to provide recreational areas, (2) dis-
mantling of prisoner-visitor telephone systems and walls separating
prisoners from their visitors, and (3) the installation of outside tele-
phones. E.q., see Rehm II, supra. Generally, detainees have a right to
participate in training or educational programs offered other prisoners.
Wilson v. Beame, 380 F. Supp. 1232 (E.D.N.Y. 1974). And one recent case
has held that a pretrial detainee participating in a State-approved,
medically supervised (mathadone) drug treatment program prior to arrest N,
is entitled to continue the prescribed course of treatment, and could not
be subjected to forced (withdrawal) detoxification even though medically
ﬁupegvised. Cuknik v. Kreiger, 3 Pris. L. Rep. 221 (E.D. Dhio, July 16,
974). o

i
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' . APPENDIX 11 APPENDIX I1I
" PURPOSE OF LOCAL JAIL

. ] PROJECTS REVIEWED

The Ffollowing information describes the facility on which Law En-
forcement Assistance Administration funds were spent and the results
that were to be achieved with the funds.

PERRY COUNTY, OHIO

Year facility built -- 1886

Current capacity -- 21

Proposed project cost -~ $75,436

LEAA funds awarded --'$28.125'$part C)
$25,125 {part E)

Purpose of the project was primarily to install electronically
operated cell doors, a fire escape, two-way monitoring, a ventilation
system, vandalproof lighting, toilets and showers, steel-framed bunks,
and a visitor speaking and observation port. Painting was also included.

@ LICKING COUNTY, OHIO

Year facility built -- 1879

Current capacity -- 68

Proposed project cost -- $78,980

LEAA funds awarded -- $50,000 (Part E)

' : 'Purpose of the pfbject was primarily to install toilets and showers,

electrical lighting, ventilation, steel bunks, and visiting ports.
Painting was also included. , ©-

SHEL8Y COUNTY, OHIO

o Year facility built -- 1893
: Current capacity -- 45
Proposed project cost -- $105,270
o LEAA funds awarded -- $35,000 (part C)

Purpose of the project was sprimarily to convert one cell into a
maximum security cell; install toilets, showers, and ventilating fans; -

improve the laundry and kitchen facilities; and remodel one cell block
“to segregate juveniles. _

LOGAN COUNTY, OHIO
" Year facility built -- 1870

ek,
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APPENDIX 11 N APPENDIX I1I

Current capécity -~ 18
Proposed project cost -- $45,390
LEAA funds awarded -- $34,040 (part E)

Purpose of the project was primarily to convert one cell into a
maximum security cell; install toilets, a shower, and a steel-screened
enclosure for visiting and temporary holding; and improve existing he- {ing,
ventilation, lighting, and electrical wiring. Painting was also included.

HAMILTON COUNTY, OHIO. 4

Year facility built -- 1917

Current capacity -- 363 .

Proposed project #1 cost -- $300,000
'LEAA funds “awarded -- $150 000 (part C)

Purpose of the project was primarily to rehabilitate the cell blocks
to permit segregatlon of different classes of inmates and to remodel the
kitchen. ,

Proposed project #2 cost -- $46,487
LEAA funds awarded -- $34,697 (part E)

Purpose of the project was to obtain emergency repairs to tOl]EtS
and plumbing.

DUBUQUE COUNTY, IOWA

yYear facility built -- 1974

Current capacity -- 31

Proposed project cost -- $966,000

LEAA funds awarded -- $351,875 (part C)

The purpose of the project was to construct a new law enforcement —
center, including combined city-county detention facilities.

KOSSUTH COUNTY, IOWA

Year facility built --"1973
Current capacity -~ 4
._ Proposed project cost -- $28,480
“LEAA funds awarded -- $10,000 (part C)

(FS?\Qurpose of project see Dubuque County description.)
\\\\
MONONA COUNTY, IOWA
Year facility built -- 1974
Current capacity --.12
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- SCOTT COUNTY, -IOWA - - - - -

APPENDIX II " APPENDIX 11 |

Proposed project const -- $71,736
LEAA funds awarded -- $38,836 {part C)

(For purpose of project see Dubuque County description.,

APPANOOSE COUNTY, IOWA

Year facility built -- 1974 ' K
Current capacity -- 18 ,

Proposed project cost.-- $73,541

LEAA funds awarded -- $39,456 (part C)

(For purpose of project see Dubuque.County description.)-

WOODBURY COUNTY, IOWA

Year facility built -- 1918
Current capacity -- 81

Proposed project cost -- $26,547
LEAA funds awarded -- $9,610 {part C)

Purpose of the project was to improve the sanitary facilities and
the]eleptrical system and to repair the flooring. Painting was also
included. ,

Year facility built -- 1892 )

Current capacity -- 138 ; : -
Proposed project cost -- $5,237

LEAA funds awarded -- $2,619 (part C)

Purpose of the project was to build an exercise yard.

QUACHITA PARISH, LOUISIANA ; . .

Year jail facility built -- 1924
Year farm facility built =- unknown .
Current capacity (jail and farm) -- 257 .
* Proposed project cost -- a/$896,653 :
LEAA funds awarded -- $271,300 {part C) v

~ Purpose of the project was to increase capacity by 22 ¢élls, to
construct a'metal building at the farm for teaching automotive maintenance,
and to purchase supplies and equipment. - »

"

EAST CARROLL PARISH, LOUISIANA (JAIL) ,

© Year facility bullt -- 1931 . [y g
' a5
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Current capacity -- 39 '

Proposed project cost -- a/$244,561

LEAA funds awarded -- $88,390 (part C}-
g Purpose of the project was to insf;ll guard corridors, security
devices, and all new bunks and to repair plumbing.

EAST CARROLL PARISH, LOUISIANA {FARM)

Year facility built -- 1910

Current capacity -- 70

.Proposed project #1 cost -- a/$194,560
LEAA funds awarded -- $71,686 (part C)

Purpose of the project was to expand rehabilitation services at the
farm by constructing a metal buiiding and purchasing equipment for
vocational course counseling. .
Proposed project #2 cost -- a/$40,801
LEAA funds- awarded -~ $12,345 (part C)

Purpose of the project was to purchase meat-prdcessing equipment to
meet State health department requirements.

ST. MARTIN PARISH, LOUISIANA

Year facility built -- 1955

Current capacity -- 56

Proposed project cost -- $70,000

LEAA funds awarded ~- $35,000 (part C)

) Purpose of the project was to enlarge the existing facility for 20
additional inmates; provide separate space for female, juvenile,” and
maximum security inmates; provide visiting space; and eﬁ?arge the kitchen

* and dayroom areas.

LEESVILLE CITY, LOUISIANA

Year facility built -- 1910

Current capacity -- 36
Proposed project cost -- $304,995
LEAA funds awarded -- $100, 000 (part C)

Purpose of the project was to provide a city jail separate from an -
. unacceptable parish Ja1l by acquiring*and renovating a building to meet
city needs

8ASTROP_COUNTY, TEXAS
Year facility built - 1974~ LI9
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Current capacity -- 20
Proposed project cost ~- $335,940
LEAA funds awarded -- $243, 900 (part E) j

, Purpose of the project was to construct the new jail with innovative
modular des1gn - <

~
e

ATASCOSA COUNTY TEXAS

Year fac1l1ty built --.1915

Current capacity -- 19

Proposed project cost -- $201,822 ‘
LEA4 funds awarded -- $128,665 (part E)

" Purpose of the project was to renovate the jail to provide separation
of classes of inmates,; single occupancy units, recreation space, a visiting
. area, and rehabilitation programs.

GILLESPIE COUNTY, TEXAS

Year facility built -- 1975
Current capacity -- 17 '
. Proposed project cost -- $279,840
LEAA funds awarded -- $119, 125 {part E)

Purpose of the project was to construct a new Ja1l

MCLENNAN COUNTY, TEXAS

Year faciTity built -- 1950

Current capacity -- 104

Proposed project cost -- $91,717 |

LEAA funds awarded -- $29,890 {part C)
$11,994 {part E)

Purposé of the-project was to provide'segregationsfor maximum Security
inmates, ventilation and air conditioning, and improved food preparation .
facilities.

CHILDRESS COUNTY, TEXAS

Year facility built -- 1938
Current capacity -- 19
Proposed project cost -- $61,466
" LEAS funds awardeﬂ -~ $37, 500 {part E)

Purpose oftihe project was to -increase the capacity,ﬁprovide seqgrega-.
‘tion for different classes of inmates, improve sanitary facilities, upgrade
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kitchen facilities, and provide a recreation room.

a/ We requested LEAA to review the validity of the in-kind match, because
the appraised value of the existing jail facilify was used to match the
LEAA funds. LEAA has concluded that the-i ind match is unallowable
based on available data. LEAA has requested the Louisianz State plan-
ning agency to review and comment on the apparent everpayment of Federal
funds. As of January 1976, the SPA had made no comment,
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COMPARISON OF CONOITIONS OF JAILS IN RELATION TO

OESIRABLE CHARACTERISTICS QUTLINEQ BY CRIMINAL JUSTICE EXPERTS

APPENOIX 111
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COMPARISON OF CONDITIONS OF JAiLS VISITED IN éﬁtﬁTiON T0
APPENDIX 111 DESIRABLE CHARACTERISTICS QUTELINEO BY CRIMINAL JUSTICE EXPE&T?‘

APPENDIX 111
{nmate Comfort and Rehabilitation
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' . __ COMPARISON OF CONDITIONS OF JAILS VISITED' IN RELATION T0
_APPENDIX TIT ' * DESTRABLE CHARACUTERTSTICS OUTLINED BY CRIMIRAL JUSTICE EYPERTS

APPENDIX 111
sanitation

[tems issued

Laundry for
Operable in cells Sanitary personal Tooth- Uni- -Mat-
Facility . Toilets TWash basin _showers clothing  Soap paste Razor

Rhode Island in-
stitution:
All-male units

(3) 1{2), o(1) 12}, o}
) 0 ¢

Cleaned before reissuance
Pillow
forms  tress Pillow Blanket Sheet case Towel

Women's unit
- - -—-Delaware:,---- - -
- All-male in- :
stitutions (2) 101}, o{1) 101}, o(1)
Women's unit .
(co-correc-
tional 1
Ohio:
Licking County
Perry County
Logan County
Shelby County
Hamilten County
Towa:
Oubuque County
¥ossuth County
Monona County
Appancose County
Woodbury County
Scott County
Louisiana:
Ouachita Myiti-
parish jail
Quachita Multi-
parish farm
East Carroll
parish jail
fast Carrotl
Muttiparish
farm
5t. Martin
parish
Leesvilie City
Texas:
Bastrop County
Atascosa County
Gillespie County
McLennan County
Childress rounty

12y, of1) - 1 1 1
NI 1 1

1 1 I

101), NI(1) TG, L) 10, KD

I3
-

a/Female inmates wear civilian clothing: male ipmates are issued uniforms.

¥ey: 1 = acceptable
1 = ynacceptable
Al = not issued




APPENDIX III APPENDIX III
COMPARISON OF CONDITIONS OF JAILS VISITED IN RELATION
TO DESIRABLE CHARACTE&ISTICS

L]

QUTLINED BY CRIMINAtL JUSTICE EXPERTS

Privacy
Visiting space
(note a) Privacy No closed
Separate -~ Space for for circuit TV
from cell private con~ search in living
Facility area versations on entry area
Rhode Island ‘
institution: ’
" All-male units (3} - 1 ] . ] 1
i Women's unit : <1 : 1 1 1 !
Delaware: C :
All-male insti- ) :
tutions (2) 1 1 1 1
Women's unit : -
: {co-correctional) 1 1 1
Ohio:
Licking County 0 0 1 1
Perry County 0 0 0 1
Logan County 0 0 0 1
Shelby County 0 0 1, 1
Hamilton County 1 0 1 ]
Towa:
Dubuque County 1 0 1 1
Kossuth County 0 0 . 1 -
Monona Courn.y 1 1 1 1
Appanoose County 0 1 1 1
Woodbury County 1 0 1 0
Scott County 0 0 ] 1
Lousiana: ' :
Quachita Multi- :
parish jail 1 1 ] 1
OQuachita Multi-
parish. farm ] 1 n/a 0
East Carroll
Parish jail 0 0 0 1
-East Carroll '
Parish farm 1 1 n/a 1
St. Martin Parish 1 0 1 t]
~ Leesville Cit 0 0 . 1 1
Texas: '
Bastrop County ] 0 1 0
Atascosa County 1 0 0 ]




APPENDIX IV APPENDIX- IV
INMATE DEMOGRAPHIC DATA

. ‘ FOR LOCAL JAILS

Ohio
Licking Perry Lagan Shelby Hami1ton

Ltem County County  County  County County
Capacity b8 2t 18 45 363
Sample size (note a) 139 40 95 134 199

------------------- {percentage)-c---cencncanaaaa-
Type of wncarceration:
Awaiting trial 68.4 g2.5 57.9 64.9 92.0
Serying sentence 25.2 17.5 23.2 n.a 0.5
Other . 6.4 - 18.9 3.7 7.5
Type of pffense:
Alcohol-related 1.0 52.5 49.5 45.5 3.0
Traffic-related 10.8 2.5 9.5 14.2 1.0
Subtotal 51.8 55.0 59.0 59.7
sther felonies and . :
misdemeanors 43.2 42.5 24.2 40.13 92.5
Other 5.0 2.5 16.8 - 1.5
Length-of-stay:
" Less than 1 day 43.9 42.5 48.4 42.5 17.2
1 and 2 days 17.3 40,0 26.3 1.7 18.1
3 through 6 days 23.7 12.5 14.7 2.1 . 16.0
 Ssubtotal 84.9  95.0  89.4  90.3 7.3
. : 7 through 30 days 9.4 2.5 7.4 5.2 10.6
. 3i thraugh 9Q days 3.6 Z:5 2.1 1.7 10.6
Over 91 days 2.1 - - 0.8 7.5
Average length-of-stay : .
{days } Bg.6 - 2.4 3.8 4.5 15.0
Sex:
Male . i 84.2 100.0 89.5 93.13 92.5
o T Female 5.8 - 10.5 6.7 1.5
Age:
Under 18 2.9 2.5 9.5 1.5 3.0
18 through 29 years 54.0 42.5 41.0 56.0 74.9
30 years and over 42.4 55.0 49.5 42.5 22.1
Unknown 0.7 - - - -
Residence: .
Wi thin county 73.4 0.0 67.0 51.1 8z.9
Neighboring county 6.5 10.0 5.3 14.3 6.0
Other 10.1 - 7.1 34.6 1.

) /-J.
.

afSample size was 10 percent of the prior calendar year inmate population but
not less than 40 nor more than 200.

53




APPENDIX 1V - APPENDIX IV
INMATE DEMOGRAPHIC DATA

FOR LOCAL JAILS | S P
Towa
Dubuque  Kossuth Woodbury Monona Appanoose  Scott

Item ~ County  County  County County County County

Capacity _ ° 3 "4 81 12 18 138

Sample size {(note a) . 44 40 - 138 42¢< - 40 178

----------------------- (percentages) --reemmmcmmeemmccoanas

Type of incarceration: 68.2 - 75.0 {b} 61.9 (b} 9.16
Awaiting trial 68.2 75.0 {b} 61.9 . {b} 91.6
Serving sentence 31.8 12.5 (b} 16.7 (b) 8.4
Other - 2.5 (b} 21.4 (b} -

Type of offense: - . :
Alcoholi-related 25.0 45.0 ~10.8 19.0 27.5 25.3
Traffic-related 20.5 7.5 8.1 14.3 15.0 14

Subtotal 455 ‘52.5 18.9 3.3 42.5 39.3
Other felonies and
misdemeanors 54.5 45.0 55.8 50.0 57.5 59.0
~ Other - 2.5 25.3 16.7 - - 1.7 _

Length-of-stay: ' _ , .
Less than 1 day 47.7 35.0 32.6 28.6 45.0 55.1 o
1 and 2 days - 34.% - 50.0 29.7 40.5 27.5 25.3
3 through 6 days 6.8 7.5 - 15.9 19.0 7.5 8.4

‘Subtotal 88.6 92.5 78.2 - 88.1 80.0 88.8
7 through 30 days 11.4 5.0 15.9 9.5 15.0 6.2
31 through 90 days - 2.5 2.2 - 2.5 3.9
Over 91 days - - 3.7 2.4 2.5 3.1

Average length-of-stay .

. (days) 3.0 2.5 9.9 5.5 6.6 5.2

Sex: '

Male 93.2 90.0 77.5 97.6 97.5 83.7
- Female 6.8 10.0¢ 22.5 2.4 2.5 16.3
Age: ;
Under 18 6.8 5.0 31.9 - 28.6 10.0 10.1
18 through 29 years 70.5 40.0 47.8 42.8 75.0 50.6
30 years and over 11.4 55.0 20.3 i6.7 15.0 26.4
Unknown 11.3 - - 11.9 - 12.9

Residence: o ~ : ,
Within county - 77.3 70.0 79.0 59.6 82.5  83.7
Neighboring county 4.5 10.0 4.3 19.0 - 14

Q Other 18.2 20.0 16.7 21.4 17.5 15.2

21%455/ Sample size was 10 percent of the prior calendar year inate population but not
1ess than 40 nor more than 200. .




APPENDIX TV ‘ APPLNULK 1Y
INMATE DEMOGRAPHIC DATA

() FOR_LOCAL JAILS
Louisiané
Ouachita East Carroll
Multiparish Mutti-
Prison Perish . parish St. Martin Leesville
Item (note a} Jail Fram Parish _City
Capacity : 257 9 7 56 36
Sample size {note b) . 200 40 40 148 153
* | A {percentage) ----- SO PSS
Type of incarceration: ;
Awaiting trial 81.0 60.0 - 90.5 85.6
Serving sentence 15.5 17.5 100.0 8.1 8.5
Other 3.5 22.5 - ’ 1.4 5.9
Type of offense:
Alcohol-related 23.0 10.0 22.5 14.8 35.9
Traffic-related 23.0 - - 7.4 Z.Q
Subtotal 46.0 ~10.0 22.5 22.2 37.9
Other felonies and
. misdemeanois 51.5 70.0 75.0 68.3 51.0
Other 2.5 20.0 2.5 9.5 1A
Length of—stay .
Less than ) day 63.0 3z.5 - 8.1 26.8
1 and 2 days 10.0 30.0 - 20.3 3.0
3 through 6 days 5.0 25.0 - 11.5 22.9
Subtotal 78.0 C - 89.9 83.7
7 through 30 days 8.5 10.0 10.0 8.1 15.7
31 through 90 days 4.0 2.5 22.5 2.0 0.6
Over 91 days _ 9.5 - 67.4 - - 7
Average length-of-stay (days) 24.0 4.0 241.0 3.0 4.0
Sex: . ' ' :
Male 90.5 85.0 100.0 85.1 91.5
Female 9.5 15.0 - 14.9 8.5
Age: :
Under 18 4.0 17.5 7.5 11.5 17.0
18 .through 29 years 85.5 20.0 52.5 49.3 54.9
30 years and over 40.0 30.0 - 27.5 37.8 25.5
Unknown . 0.5 32.5 12.5 1.4 2.6
Residence: -
Within county 64.5 90.0 55.0 , 54.7 75.8
Neighboring county 8.0 5.0 -30.0 aa 1.3
Other 27.%5 5.0 15.0 , 14.2 22.9

3/ Camawvatn panavde wwnmn mrd madobadmnd Law bha fadV m b L s v wh e



APPENDIX 1V , APPENDIX 1V

. INMATE DEMOGRAPHIC DATA - ’ .
'FOR LOCAL JAILS

. Texas .
Basetrop  Atascosa  Gillespie  McLennan  Childress
Item County County . 'County County _County .
Capacity 20 19 17 104 19
Sample size (note a) 53 9] 40 1937 45
---------------------- {percentage) -------—comeemaicnao-
Type of incérceration: . - '
Awaiting trial - 88.7 95.6 90.0 87.6 95.5
Serving sentence’ - - - _ 2.1 4.5
Other - 11.3 -- 4.4 10.0 - 10.3 -
Type of offense: '
. Alcohol-related 44.4 55.2 56.1 29.0 40.0
g Traffic-related 14.3 10.3 4.9 10.8 20.0
Subtotal : 58.7 65.5 61.0 39.8 60.0
Other felonies and o
misdemeanors 36.5 33.6 29.3 57.0 38.0 .
Other 4.8 0.9 9.7 3.2 . 2.0
Length-of-stay:
Less than 1 day 18.9 1.4 60.0. 72.0 37.8
1 and 2 days £8.5 13.2 37.5 8.8 46.7
3 through 6 days 11.3 7.7 2.5 5.7 4.4
Subtotal 88.7 92.3 100.0 86.5 88.9
7 through 30 days 11.3 3.3 - 8.8 4.4
31 through 90 days - 3.3 - 2.6 4.4
Over 91 dyas - 1.1 - 2.1 2.3
Average length-of-stay {days) 3.0 5.0 1.0 7.0 7.0
Sex: |
Male ' 92.5 87.9 92.5 88.1 84
Female 7.5 12.1 7.5 = 11.9 15.6
Age: '
Under 18 5.7 7.7 15.0 7.8 6.7
18 through 29 years 37.7 51.6 45.0 51.3 37.8
30 years and over 54.7 40.7 35.0 40.9 53.3
Unknown 1.9 - 5.0 - 2.2
Residence: _
Q Within county ) 66.0 64.8 52.5 75.7 40.0
Neighboring county . 1.3 14.3 7.5 . 1.8 22.2
Other 22,7 20.8 . 40.0 16.5 7.8 @



' . .
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ASSISTANCE SERVICES AVAILABLE AT SELECTED JAILS

Educa- Vocational Job Social
: Capa-~ Work Fur- tional Train- Coun- place- Educa- Alco- Drug Reli- service
. Facilit city raelease - lough release  _ing seling ment tion holic abuse gious counseling
: Zhode 1sland in- .
stitution - 728 afl 0 a/l aflt - an afl a/l a/l 0 1 1
Delaware: ' . . : -
All-male insti- . - .
tutions (2) 672 1 1 1 1 1 1{(1), 0(1) 1 1 1 1 1
Women's unit (co- ‘
correctional) = 50 1 1 1 0 0 -0 1 1 1 1 1
Chio: ' .
Licking County 68 o 0 0 .0 0 0 0 1 0 1 0
Perry County 21 0 0 0 -0 0 0 0 0 0 0 0
Logan County 18 0 0 0 0 0 0 0 0 0 1 0
Shelby County 45 0 0 0 0 0 0 0 0 0 1 1
Hamiltoh County 363 0 "0 0 0 0 0 0 0 0 1 0
Jowa: :
Dubuque County K] 1 0 0 0 0 40 0 1. 0 1 0
Kossuth County 4 0 0 .0 . 0 0 0 0 ¥ 0 1. 0
Monona County 12 1 0’ ‘0 0 0 . 0 0 1 0 1 0
Appanoose County . 18 1 0 0 0, 0. 0 0 0 0 0 0
Woodbury County . 81 1 0 0 0 0 0 0 0 0 0 : / 0
. Scott County « 138 1 0 0 0 0 0 0 0 0 0 0
Louisiana: ' -‘
Ouachita Multi- , ‘
parish jail 137 0 0 0 0 0 0 0 0 0 1 0
Quachita Multi- ' -
parish farm .- 120 -. & 1 1 0 1 1 0 . 1 0 0 1 1
East Carroll : o .
Parish jail 39 0 0 0 0 0 0 0 0 0 0 0
East Carroll o ! - :
Parish farm 70 0 1 0 . 1 1 1 1 0 0 . 1 0
St. Martin - - ‘ . ‘ |
Parish 56 1 0 0 -0 0 0 0 0 0 1 0 h
—— Leesville City 36 0 0 0 0 0 0 0 1 1 1 0 =
Texas: - . \ ‘ - =
Bastrop County 20 0 0 0 0 10 0 0 0 0 0 ] 0 =
Atascosa County 19 0 0 0 0 Lo 0 0 ] ] ] ! 0. =
Gillespie County 17 0 0 0 0 0 0 0 0 0 0 0 .
McLennan County 104 v 0 .0 0 0 - 0 0, 0 0 0 1 0
Childress County 19 0 -0 0 0 0 0 0 0 0 0 0

~a/ Not available to persons awaiting trial. - _ 1

Key: 1 = acceptable o ' - . " A
o .0= ung;ceptable ; ' .57 \ C . ]-)4
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WASHIINGTON, g, 20530

FEB O 1976 o .

Mr. Victor L. Lowe

Director

Genoral Government Division
United States General Accounting Office
washington, D.C. 20548 o

Dear Mr. Lowe: ‘ ' :

) This ]etter is in response tg your request for
commcents on the draft report tltleJ’”Concztlons in Loc¢al.
Jails Kewmain lnadcquqte Despite Iedcral Funding for

Improvements." :

The draft- report_dramatically peints out the serious~
:ness of the "loecal jail problem'" and we-agree that the Law
Enforcement Assistance Administration (LEAA) should make
the uﬁnrading of local jails and the minimizing of their
use one of its national -pricrities. The report provides

a generally accurate reflection of the lack of progreS$s

in comrunity correctiogns, the problems associated with
acceptance of ‘the regidnal jail concept, the failure of
local jeil administrators to identify and utilize existing
community resources, and the substandard conditions which
exist in many local jails. :

A Blue Ribbon Cosmittee was appointed by the LEAA
Administrator in June 1975 to assist in the development
of an LEAA corrections strategy. The Committee's observa-
tions on State and local jail ¢onditions were consistent’
with those cited -in the-GAOQO reports The Committee recognized
that jails are ph}s{bally inadequate, lack services to safe-
guard the health of prisoners, .are overcrowded, provide few,
if any, services for inmates, and allow offenders to spend
most of their time in idleness. ‘In general, the Committee
feels that Jail confinement i3 extremely dastructive to’
the inmate andishould be limited to those persons who are

.

5
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gangerous or who might not o heweise appear for court pro-

cecdings. The Committec concluded that discretionary grant

monics should be allocated Lo State, county nnd municipal .
jurisdictions Lo develop a range of pre-and post-trial v
alternatives to Jjails and to assist localities in implemcenting

jail standards. IEAA intends to adopt ithis recommendation.

Also, as rccommended by the Committee, LEAA intends to make

the upgrading of jails and the minimizing of their use.onc

of its national priority program thrusts. ' ‘

In line with another of the GAO report recommendations,
LEAA intends to analyze its position regarding the way local
Jails should be used in the entire correctional cffort. This
analysis will, of necessity, include the issue of establishing
regional jail facilities, as well as other alternatives$ such
as community-based corrections, whicti, as pointed out in the
report, have not gained widesprcad acceptance. LEAA will
also attempt to develop 2 funding policy compatible with the
objective of makiug the correctional system more cffective
at the local or regione’' level. Consistent with the block
grant concept, LEAA does not intend -to develop funding policies
which favor one method or the other; rather, LEAA will insure
that & methodology is developed and implemented that accom-
plishes desired objectives.,

The report also recommends that LEAA establish, in
conjunction with the States, minimumestandards for physical
conditions of local jails and the types of seivice needs
that should be addressed for different types of offenders.
we believe this recommendation has considerable merit. _
In this regard, the study pertaining. to desirable charscter-
istics for local jails, which was undertaken by the National
Clearinghouse for Criminal Justice Planning and Architecture

~and cited in the GAO report, was funded by LEAA: In addition,
LEAA funded a report of the National Advi$ory Commission on
Criminal Justice Standards and Goals. The Commnisszion's
report, issued in January 1973, contains,one volume entitled
fCorrections." In LEAA's judgment, these efforts provide
“the cornerstone for development of the gtandard-setting
process. Furthermore, we believe that ‘funding policies can
be an effective inducement for States to ‘upgrade physical
conditions and seek out community assistance for offenders.
Accordingly, LEAAplans to continue directing its funds to
support the development of more definitive standards and
establish the types of community assistance that Jail
administrators should seek for offenders. & -
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Like GAO, LEAA believe. that the decision to fund
(or not fund) should be related to a realistic and compre-
hensive plan, developed by State and local jurisdictions,
which will effectively upgrade jails and minimize their
use. Consideration is being given to reguiring a detailed
plan from cormmunities secking LEAA block and discretionary
fulids stating what actions, over a specdified period of
time, will be token to bring local Jails up to established
physical standagds. ,

LEAA plans to Make every concerted effcrt to encourage
State formulatich of corrections standards. The Crime
Control Act, while leaving the selection and implemcntation
of law enforcement programs with the States, imposecs certain
conditions for the approval of grants with which the SPA's
must comply. Section 501 of.Title I of ithe Crime Control
Act authorizes LEAA, after appropriate consultution with
representatives of States and units of general government,
to establish such rules, regulations, and procedures as are
necessary to the exercise of its functions, and are consistent
with the stated purpose of this Title. Accerdingly, LEAA
plans to take the steps necessary to upgrade State and local
Jail conditions. Specifically, LEAA will:g

J. Make additional efforts to assure that
State and local units receiving Part E
Federal funding comply with conditions
stated in Part E of the Crime Control
Act of 1973 and paragraph 84 of the
State Planning Guidelines. The latter
pavagraph specifies the need to implement
advanced standards governing the opecrations
and conditions of State fac111tles and
local jails,

Encourape the use and implementation of
national jail standards, such as those

laid out in the report of the National
~fdvisory Commission on Criminal Justice
Standards and Goals.

Encourage States currently developing
State standards and goals to include
standards for tane. upbradlnb of jails
io their effort; and

Continue "to provide the services of the
National Clearinghouse for Criminal Justice
Planning and Architecture to assist in the
planning, development and renovation of
Jails.
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The final recomnendatior swvepessis that LEAA instituce
‘ procedures using resoutrces within the LEAA re;ional officey
10 act as a catalyst to cncourape 3tate and local officials
Lo seck out community resources to provide nssistance :
services for inmates in local juils., Ve believe tLhis
reconmiendation has considoroble merit. LedA plans to
revise its "Guide for Discretionary Grant Prograns” and
"State Planning dgency Srants’ to cicourage State.and
local officials to seek out conmunity resources with
respect to all grants involving assistance services for

inmates in loeal jails.

while LEAA does recognizce the leadership role it must
play to improwve lccal jail conditions and plans to use every
resource at its disposal, we must also face the realities of
.tae framework within which LEAY nust operate. Tne draft
report reconvnendations are heavily bascd -on the assuwmsption
that LUAA funding can be used as a strong leverage tosl to
force implementation of minimwn jail standards. Although
it is true that some "leverage" to influence the genecral
direction of such programs is availible to LEA4 through
administration of the block graut program, the block grant
concept places primary respons1b111ty on the State for the
formulation and enforcement of standards for local jails.-
Also, as the report points out, "LEAA funding represents
. a llmltE‘d source for the amount ‘of funding needod for the
“entire criminal justice system." As a.consequence, the
matching runds requirement serves to reflect the extent
to which local governments desire to or are capable of
addressing the local jail problem. If local governments
are not committed to improving jail conditions, they simply
will not "buy-in"” to an LEAA program, particularly  if stirict
standard-setting requirements are conditioned with the grant.
#e appreciate the opportunity to compont on the draft
report. Should you have any further questions, please feel
free to contact us.

Sincerely,
iy % v
,«XA-,-:--"‘B =

tb(naw;- ST TN AL A
Glen E. Pommerx(jﬂg

Assistant Attorney General
for Administration
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PRINCIPAL OFFICIALS OF THE DEPARTMENT OF JUSTICE

RESPONSIBLE FOR ADMINISTERING ACTIVITIES

DISCUSSED IN THIS REPORT

Tenure of office
From 1o

ATTORNEY GENERAL:
Edward H. Levi Feb. 1975 Present
William B. Saxbe Jan. 1974 Feb. 1975
Robert H. Bork {acting) Oct. 1973 Jan. 1974
El1fot L. Richardson . May 1973  OQct. 1973
Richard G. Kleindienst June 1972 May 1973
Richard G. Kleindienst (acting) - Mar. 1972 June 1972
John N. Mitchell Jan. 1969  Feb., 1972

ADMINISTRATOR, LAW ENFORCEMENT
ASSISTANCE ADMINISTRATION:
Richard W. Velde Sept. Present
Donald E. Santarelli Apr, Aug. 1974
Jerris Leonard May Mar. 1973
Yacant June May - 1971
Charles H. Rogovin Mar. June 1970
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Section I -- Basic Assumptions

A. Participants are primarily administrators or possible ad-
ministrators of a governmental unit--Federal, State, or local--or
administrators of a non-profit unit associated with a governmental
unit--hospital, nursing home, etc.

B. Cases. and scenarios have been prepared for the purpose of
developing an understanding of performance auditing not only by top
administrators of governmental and non-profit activities but also by
administrators at lower levels of responsibility within these activities.

1. qu example, developing an understanding of performance
audits by city, county, state, and federal managers within their
particular areas of resp0n51b111ty, by hospital administrators,
school administrators, or other administrators within their
particular areas of responsibility; and also by finance managers,
highway managers, recreational managers, purchasing department
managers and other functional managers within their part1cu1ar
“area of responsibility. .

C. Since the participants are administrators, the course has been
designed:

}. To give them an understanding of performance auditing and
not to make auditors out of them.
a. They should have a good understanding, however, of what
the auditor does and how he does it.
{1) This would include an understanding of performance
audit work of (a) internal auditors, {b} public accountants,
(c) federal auditors, and {d) special consultants doing
review and evaluation for them. . _
(2} They need this understanding because in many
instances they will be required to obtain the services of
auditors as well as being audited by them.

2. To g1ve them an understanding’ of how performance auditing
can_help them improve the economy, efficiency, and effectiveness of
. their own performance, within the context of their own operations.

- 3. To give them an understanding of when the auditors have made

or have not made a good performance audit.

a. When they hire public accountants or spec1a1 consultants
to do work for them, or when they have a staff of internal
auditors.

b, When the work has been done b\ state or federal auditors
and. the work has a special effect on :ieir activity.

) c. When the auditors recommend increased efficiency or
economy, but increased efficienCy or economy may have a
detrimental effect on the effectiveness of operations.

(1) Often it costs more, not less, to do an effective

Job.
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Section I -- Basic Assumptions and Introduction to Course -- Course -Qutline

Hours Section Subject
Time Cumul. -
1/2 1/2 i Basic Assumptions and Introduction to Course
] 1-1/2 Introduction to Auditing

Case II - 1. Auditing Relationships

3-1/2 What Is Auditing?

Case III - 7. Auditing Objectives --
~ Accountability or Management
Control?

Case III - 2. The Elements of an Audit

Audit Scepario III - 2 - 1. Use of _
: Government Owned Rather than
Privately Owned Vehicles

Audit Scenario II1.- 2 - 2. Grant Funds
Used to Suppiant State and
Local Funds

Audit Scenario III - 2 - 3. Benefits Could
Be Realized by Revising Policies
and Practices for Acquiring
Existing Structures for Low-Rent

Housing

Case III - 3. The Definitions of the Elements
of an Audit

IV Types of Audits

Case IV - 1. Characteristics of Audits

Audit Scemario IV - 1 - 1, Travel Advances

Audit Scepario IV -{1 - 2. Expenditure Contro!

Audit Scenario IV - 1 - 3. Program Costs not
Charged in Accordance with Require- .
ments and Policies
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4

Hours Section Subject
Time Cumut.-

Audit Sceparvio IV - 1 = 4. Snow Removal
Program

Audit Scepario IV - 1 - 5. Uneconomical
Package Sizes Used in a Commodity
Distribution Program

Audit Scenario IV - 1 - 6. State Employment
: Program '

Audit Objectives and Audit Evidence

Case V - 1. Preparing Audit Objectives

Audit Scenarios V - 1, 1 through 9 are the
same as those in-Section III, Case
IIl - 2, Audit Scenarios 1 through
3 and Section IV, Case IV -1,
Audit Scenarios 1 through 6.

Case V - 2. Audit Evidence

Audit Sceparios V - 2, 1 through 4 are the same
as Audit Scenarios 1 and 3 in
Section III, Case III - 2 and Audit
Sceparios 5 and % in Section IV,
Case IV - 1.

Phases oFf an Audit

Case VI - 1. The Performance Audit {The Manage-
ment Audit) of a Targe City Garage

Audit Scenario VI - 1 - 1. The Phases of an
Audit-The Preliminary Survey

Audit Scenario VI - 1 - 2. The Phases of an
Audit - The Review and Testing of
Management Control

Audit Scenario VI 1 = 3. The Phases of an
Audit - The Detailed Examination.

Audit Scenario VI - 1 - 4. The Phases of an
-Audit - The Report

Performance Auditing fornImpnoving-ManagemEnt’s
Efficiency and Economy

Case VII - 1. Increasing'Revenues from Setf-
Assessment Taxes, State of ABC
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Hours Section Subject

Time Cumul. | ) ) “I‘

Audit Scenario VII - 1 - 1. Preliminary Survey

Audit Scenario VII - 1 - 2. Review and Testing
of Management Control

Audit Scenario VII - 1 - 3. The Detailed
Examination
txamination

Audit Scenario VII - 1 ~ 4. The Report

3 19-1/2  VIII Performance Auditing for Determining the Effectiveness
. . of a Program _

L

Case VIII - 1 - 1. The Effectiveness of the
Local Jails Program in the

City of X.

Audit Scenario VIII - 1 - 1. The Preliminary
Survey

Audit Scenario VIII - 1 - 2. The Review and
Testing of Management Control

~ Audit Scenario VIII - 1 - 3. The Detailéed
' Examination .
Audit Scenario VIII - 1 - 4, The Report
o g
1/2 - 20 IX Wrap-Up and Evaluation Session

\ | 3
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Section II. Introduction tg Performance Auditing

Case II - 1. Audit Relationships

The following chart is taken by permission from thé book "Performance

Auditing" by Leo Herbert.

1

CHART II - 1
AUDIT RELATIONSHIPS ‘ y

Entity Requiring Accountability

Individual or entity who requires
accountability from second party
and who receives a report on that
accountability from the first
party.. (Third Party)

.
3

Accounfébi]ity
Function

1

4———  udit Function TP

Auditor ‘ Accountable Entity Being Audited

Person who examines second party's Entity which is accountable to
accountability to third party and third party and which is examined
attests-to. it to third party. (First on that accountability by first
Party) party. {Second Party)
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The Cdﬁptroller General says concerning the purposes of auditing:]
»* l:’ . ’ Jl N
- A fundamental tenet of a democratic society holds that governments

! and agencies entrusted with pubiic resources and the authority for
/// applying them have.a responsibility to render a full accounting of their
' activities. This accountability is inherent in thé governmental process
and is not always specifically identified by legisiative provision.
This governmental accountability should identify not only the objects
for which ‘the public resources have been devoted but also the manner
and effect of their application.

. - -Publigeoffice carries with it the responsibility to apply resources
o in an efficient, economical, and effective manner to achieve the
Jpurposes :for which the resources were furnished. This responsibiiity
applies ‘to all resources, whether entrusted to the public officials

by their own constituency or by other ievels of government.

A public official is accountable to those who provide the resources
he uses to carry out governmental programs. He is accountabie both to
other levels of government for the resources such levels have provided
and to the electorate, the ulitimate source of all governmental funds.
Consequently he should be providing appropriate reports to those to
whom he is accountabie.  Unless legal restrictions or other valid reasons
prevent him from doing so, the auditor should make the results of audits
available to other levels of government that have supplied resources
and to the electorate.

: Jont
z Auditing is an important part of the accountabiiity process since
- it provides independent judgments of the credibility of public officials’
statements about the manner in which they have carried out their re-
sponsibilities. Aud-ting also can help decision-makers improve the
efficiency, economy, and effectiveness of governmental operations by
identifying where improvements are needed.

The interests of indiyidual governments in many financially assisted
‘programs often cannot be isolated because the resources applied have
been commingled. Different levels of government share common inter-
ests in many programs. Therzfore an audit shouid be designed to satisfy
both the common and discrete accountabiiity interests of each contribut-
ing government. o

n

]TheDComptroiler’Génerai of the United States. The U.S. General Accounting
Office. . Standards for Audit of Governmental Organizations, Programs, Act-
ivities & Functions. Washington, D. C., pp. 1, 3 and 4. 1974.
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Discussion:
' ‘ .

1. In-your area of responsibility, are you the first party, the
second party, or the third party? Do you look at auditing in the same .
light from all three areas of responsibility° % )

2. What effect would the lack of independence on the part of the
auditor have on the work he does?

-3. Do you agree with the Comptroller General as to the - respon51bilities
of the aud-tor ‘and the purposes of the audit?

4. Do you agree with the Comptro]ler General as to the reSponsibilit1es
of the second party? .

§. What type of individuals or groups of individuals could the third
party represent?

6. What characteristics would you want in a person who audits your
accountable activities?




ey

.Section 111. What Is Performance Auditing? R

Case III -- 1. Auditing Objectives -- Accountability or Management Control?

The following information is adapted from Chapter III, “A Conceptual

Framework of Auditing" from a book published in 1974 on Auditing to Improve

Departments of Education -- The AIDE Project. by the Alabama Department of

Education under project staff, Peter L. McMickle and Gene Elrod.

THE NATURE OF AUD{E}NG

: ten.)
What is auditing? Surprisinglyy this is a difficult question
to answer. Even the experts disagree as there is no "generally
accepted” definition of the term. Of course, it is a word - a word :
that has been used for over two thousand years to describe a certain .
type of human activity or process. However, during this long period,
this activity - like many other human processes - has slowly evolved -
and changed. Thus, "auditing" is not precisely the same today as it
was 500 years ago, or even twenty years ago.
o

The framework may also be expressed in the form of a comprehensive
definition of auditing: -

. Auditing is an apalytical process consisting of preparation,
conduct {examination and evaluation}, reporting (communication), -
and settlement. The basic elements of this process are: an inde-
pendent, competent, and professional auditor who executes the process
‘upon an auditee for an audit recipient. The scope or area of concern

" can involve matters of the following nature: ~financial- (accounting
error, fraud, financial controls, fairness of financial statements,
‘etc.,), and/or compliance (faithful adherence to administrative and
legal- requirements, policies, regulations, etc.), and/or performance
{economy, efficiency, and/or effectiveness of operational controls,
management information systems, programs, etc.). The objective or
purpose of auditing can be some combination of accountability and
management control. . . ///W'

: Peter L. McMickle and Gene Elrod, Project Staff. Auditing to Improve Departments .
5 of Education -- The AIDE PROJECT. Alabama Department of Education. Montgomery,
Rlabama. 1974, Chapter ITI. R Conceptual Framework of Auditing. '
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THE OBJECTIVE OF AUDITING

. The conceptual framework identifies two objectives of auditing: ac-
countability and management control. These two terms appear frequently
in the literature of auditing and management. However, their exact defi-
nitions are somewhat unsettled.

In order to minimize confusion, we considered choosing other, less
ambiguous, , terms to describe the cobjectives of auditing. However, since
auditing is so often referred to as an accountability device and a control
technique, it appeared advisable to use these familiar terms, but with
appropriate clarification. Thus, these terms are stipulatively defined in
the following paragraphs.

ACCOUNTABILITY

Most dictionaries define accountability as synonymous with responsi-
bitity.

But observation of current usage indicates that accountability generally
implies a higher or stronger degree of obligation than does the term respon-
sibility. There is also the impltication that a person may 52 responsible for

““many things - but formally accountable only for certain things. 1In other
words accountability may, in some instances, be more restricted in scope than
responsibility even though the degree of obligation is greater. Hence, one
‘may be responsible for aoing a satisfactory job - but formally accountable
only for safeguarding the assets.

Some authorities go a step further, stating that responsibility must
be "specified and measurable" to be accountability. This appears to be a
logical requirement, for it seems unfair to hold a person accountable for
vague, unclear, and implied responsibilities.  Yet, in reality, managers
are sometimes held accountable for certain responsibilities that-are only
implied and/or difficult to measure. Therefore, for purposes of this
discussion, accountability is stipulatively defined as: the state of being
accountable - being answered or formally responsible for certain specified
or implied performance.

The most basic accountability relatlonship invoives two parties, a hlgher
authority and a subordinate. .

. This basic relationship is quite common and can arise for various reasons.

It may evolve naturally, as when one person finds that he needs assistance to

- accomplish certain objectives that are beyond his physical ability, e.g., his
"span of control". Such systems are most often intentionally created and form
the foundation for organization theory and management hierarchies in both the
governmental and private sectors. This relation can also exist between groups
of individuals and organizations. For example, State agencies may be accountable
to Federal agencies relative to their management of Federal grant-in-aids.

Thus, the concept of accountab1hty 1mp‘hes the existence of authority
and responsibility. There is the further implication that (1) a person or
organization is answerable or formally responsible. There is the further

V1.3.9 | ,

[5]




Policy/Program Analysis
and Evaluation Techniques

implication that (1). a person or organization is answerable or formally
responsible for certain specified or implied performance, (2} the actual
performance will be reviewed, and (3) as a result, appropriate action may
be taken by the higher authority. ‘

MANAGEMENT CONTROL

Of these various interpretations of control there are two clear-cut
extremes: (1)} control used synonymously with management, and (2} control
as an inhibiting or restraining influence. The most generally accepted
management definition must lie somewhere between these limits.

Therefore, for use in this discussion, management control is stipulatively
defined as: to measure or evaluate performance as an aid to management.

AUDITING AS AN ACCOUNTABILITY DEVICE

Historically, the term auditing has been used to refer to those reviews
conducted by‘\an-fndependent "auditor" {one who audits) for the primary
objective of accountability.

Usually, auditing is not the only accountability device in such situations.
Production reports, information from other managers, and general observations,
for example, also contribute o the flow of accountability technique for two
reasons: (1) the independence and competence of the auditor add credence
to the audit (accountability) report, and (2} auditing can provide an added
dimension of information - advice and recommendations.

However, as was also shown ip the previous chapter, the scope of
auditing has expanded in recent years to encompass matters of a performance
nature. This extension of the scope of auditing has, in many instances,
been a direct result of an expansion of the scope of accountability - both
implied and -specified.

Within the last decade, there has been a broadening of the scope of
implied accountability of managers - particularly.in the governmental
‘epvironment. ' N )

The force behind this extension of the scope of accduﬁtgbi]ity in government
is an increased awareness on the part of the public, the press, and govern-

mental officials of the need -~ in fact the necessity - for greater economy,

efficiency, and effectiveness of governmental programs and orgqnizations.

This extension of the scope of accountability of governmental-managers
is not only implied, but in some instances is very clearly specified.. For
examplte, local education agency recipients of ESEA Title I grant-in-aids for
educationally deprived children are specifically directed in the enabling .
legislation to adopt:

. effective procedures, including . . . appropriate objective
measurements of educational achievement, . . . for evaluating as least
annually the effectiveness of the program in meeting the special
educational needs of educationally deprived children.

© V1.9.10 150
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- By spelling out acceptable performance in legislation, regulations,
or guidelines, governmental authorities have in turn forced esxtension of
the scope of auditing of these programs to include evaluations of such
performance, Hence, the auditor in some instances must review performance

matters, because acceptable minimum standards of performance accountability
are spelled out in the law. '

Thus, the scope of auditing as an accountabiifty device has .been
expanding because accountability has been expanding. However, auditing has
also received pressure to expand because of its potential as a management
controi technique.

AUOITING AS A MANAGEMENT CONTROL TECHNIQUE -

Management control, like accountability, also implies a review. The
main difference is a matter of emphasis. Accountability implies a review
for purposes of supervising or evaluating the subordinate manager. Manage-
ment control, on the other hand, implies a review for purposes of aiding or
assisting both the higher authority (audit recipient) and the subordinate
manager ?auditee).

Auditors traditionally have made suggestions to management as a by-
product or sub-objective of the usual accountability audit. In recent years,
however, the potential of auditing as a management control technique has
become increasingly recognized. As a result, a number of auditors have been
' encouraged both by management and through their own professional activities,

to extend the scope of their audits and, at the same time, to de-emphasize
.accountability and to stress or accentuate management control.

There has also been a movement to make auditing in the govérnment
environment more management control oriented. Some State auditors, both
through appropriately worded audit reports and in their own internal audit
guides, have emphasized the positive aspect of aiding management and improving
future operations rather than criticizing past actions. Some Federal audit
agencies have adopted a similar approach to auditing.

Thus, auditing is increasingly used as a management control technique, and
the scope of such audits is expanding because of a growing acceptance of
and desire for this kind of auditing on both the part of management and the
auditing profession itself, '

AUDITING AS AN INSTRUMENT TO PROMOTE BETTER MANAGEMENT

It has been demonstrated that the scope of auditing in many areas is
expanding to encompass matters of a management or performance nature.

In this regard, a crucial question is: Can improved mana%ement be better
accomplished through coercion {accountability) or cooperation {management
control)?

It would seem, therefore, that auditing would be more effective instru-
ment for the improvement of management if the objective of auditing was
oriented more toward management control instead of accountability. However,
accountability must and will continue to be a cornerstone of organizationat
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systems - particularly those in the governmental environment where public

trust is paramount. Also, by its very nature, auditing is irrevocably

Tinked to accountability. Even when an audit report is used primarily for
management control at the auditee level, there still exists an environment

of accountability - that is, an environment of authority and responsibility.

In other words, the auditor reports primarily to the auditee's higher authority.
[When an independent examination is (1) for the exclusive benefit of the
subordinate manager, (2) solely for management control at the subordinate

level, and {3) not associated with accountability, then it is more properly
called a management review of service, not an audit.]

Thus, it appears that the very nature of auditing hinders the attain-
ment of optimum auditee cooperation. However, even though auditing is
basically an accountability device, it has been demonstrated that the
accountability aspect of auditing can often be de-emphasized and the more
positive aspect of management control or aid emphasized. Thus, the modern
objective of auditing can be viewed as a balance between accountability
and management aid. ' )

Discussion:

1. . The authors of the above book from which the case is developed ask the
uestion: "Can improved management be better accomplished through” coercion

?accountabi]ity) or cooperation (management controi)?" As an administrator

or potential administrator what would be your opinion or answer to this
question?

2. What would you consider the best means to obtain improved performance?
Is auditing one of those means?

3. What do you consider the most important--accountability or management
control, in performance auditinq?

4. Do you believe auditors understand the distinctions between auditing
for accountability and auditing for management control?

from,
]
n \:h
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Section 111 -- What Is Performance Auditing?

Case II! - 2. The Elements of an Audit.

The following definition of auditing is taken by permission from Leo
Herbert's book on "Auditing--Financial, Management and Program."

Auditing is the planning for, the obtaining of, and the evaluating of
sufficient relevant, material and competent.evidence by an independent
auditor on the audit objective of whether an entity's management or emplioyees
have or have not accepted and carried out efficiently, effectively, or eco-
nomically appropriate accounting, management, or operational principies,
policies, or standards. From this evidence, the auditor comes to an opinion
or conclusion on the objective. He then reports his opinion or concjusion
to a third party. . ;

In his definition, Herbert 1ists three separate and distinct elements
the auditor must consider in his examination of the accountable or management
control activities of the second party in order to report the resuits of the.
examination to a third party. He suggests the following elements: (1) An
appropriate standard (appropriate accounting, management, or operational
principles, policies, or standards}, (2) the action of management or its
empioyees (whether an entity's management or empioyees have or have pot accepted
and carried out), and (3) the resulits of the actions as measured against the
standards (efficiently, effectively, or economically).

Discussion:

Following are three adaptations to sceparios of information in reports:
taken from GAO audits: : :

1. Identify in each of thé scenarios the following three elements:
a. the standards from which the action is measured
b. who did or did not carry out the action, and
c. the results

2. Determine whether these audits are for accountabilfty or manage-
ment control purposes.

3. Who developed the standards used as a Basis for measuring the
action? Was it management or the auditor? If the auditor, does he have
the capability of developing manageriai standards or does he have the
responsibility?

ol
n
<
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Case III -- 2. The Elements of -an Audit.

Audit Scepario 1. Use of Government Owned Rather Than Privately Owned Vehicles.

Our review of travel procedures at 14 major state agencies showed that
the agencies had not been furnished management information on the cost of
operating motor pool cars at various mileage levels and therefore were not
in a position to adequately consider the alternative of providing motor
pool cars to high-mileage drivers who drive their own cars on.official
business.

Our more detailed reviews at the offices of the Highway Department, the
Department of Education, and the State Auditor's Office showed that the
annual cost of reimbursing high-mileage drivers for official travel exceeded
the cost of operating motor pool cars by about $20,000. If the mileage
patterns observed were typical, the annual statewide costs of reimbursing
high-mileage drivers for official travel wouid exceed the cost of operating
interagency motor pool cars by about $100,000.

As a result of our proposals, the Division of Administration revised
the state travel regulations to provide policy guidelines for management to
determine (a) when it is beneficial to the State for employees to use their
own cars for official business and (b) what reimbursement employees are
entitled to if they are authorized to-use their cars on official business
when such use is for their own personal convenience.

vI.9.14
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~Case III - 2. The £lements of an Audit.

Audit Scenario 2 -- Grant Funds Used to Supplant State and Local Funds.

~ The Department of Health, Education, and Welfare auditors reported
that a State education agency was not comp3y1ng with the provisions of its
Federal grant.

Law and requiation to be complied with

The Elementary and Secondary Education Act should not resuit in a
decrease of State or Jocal funds which would otherwise be available to a
project area in the absence of t1t1e I funds. Office of Education guidelines
state that title 1 funds:

"* * * are not to be used to supplant State and local funds which
are already being expended in the project areas or which would be
expended in those areas if the services in those areas were comparable
to those for non-project areas * * *" )

" Condition found by auditor

The audit of the State Education Agency disciosed a decrease in State
and local fiscal effort, ,

Effect of failure to comply

Title 1 funds,‘estiméted at 3520,750, were .used in supplanting State
and local funds that were already being spent for services in project areas.

" Cause of failure to comp]y

The State education agency officials advised the auditors that, with the
exception of admirnistrative reviews performed by program monitoring 0ff1c1ais,
no effective means existed to evaluate the comparability of services.-

Auditors' recommendations

. The State education agency should review other local education agencies
in the State to determine whether similar deficiencies existed and, on the
basis of its findings, develop and issuye policies and proceduﬁes to all local
education agencies participating in the title I program to insure that similar
deficiencies do not recur. The auditors further recommended that the awarding
agency determine the ailowab1l1ty of the titie I funds ($520,750) used by the
local education agency in lieu of State and local funds. -

15y '
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Case III - 2. The Elements of an Audit.

Audit Scenario 3 -- Benefits Could Be Realized by Revising. Policies and
Practices for Acquiring Existing Structures for Low-
Rent Public Housing.

The low-rent housing program is designed to make decent, safe, and
sanitary dwellings available to low-income famiiies at rents within their
financial means. HUD provides financial and technical assistance to LHAs,
which develop and/or acquire, own, and operate low-rent pubiic housing //////
projects to accomplish this aim.

To provide Jow-rent public housing, LHAs use several methods -- conven-
tional construction, turnkey, direct acquisition of existing privately owned
dwellings, and leasing.

Use of direct acquisition method
does not increase housing supply

direct acquisition method of obtaining existing, occupied standard structures
and found that, although the method was expedient, it had certain disadvan-
‘tages which tended to make it less desirable than other methods.

GAO reviewed HUD's and LHAs' practices and pr‘ocedures relating to the .

By using the direct acquisition method, the LHAs incréased the supply
of low-rent pub11c housing but did not dlrectly help to achieve the natlonal
housing goal of increasing the housing supply.

_ GAO's review of 15 progects in B selected cities or metropolitan areas
showed that LHAs had expended about $80 million to acquire the projects
without increasing the supply of standard housing by a single unit. HUD's
analyses of housing-market conditions showed that, in seven of the eight
cities, a need for both subsidized and nonsubsidized standard housing existed
when these projects were acquired. The LHAs' action, therefore, did not im- <
prove the overall condition of the housing market. It appears that, in such
cases, the construction of new housing and the rehabilitation of substandard
housing would be the preferred method and would use Federal funds more ef-
fectively by adding to the supply of standard housingiﬂ

GAQ proposed that HUD limit its financial assistance to LHAs to the
acquisition of privately owned standard housing where the supply of such
housing exceeds the demand and terminate the acquisition of existing, oc-
cupied, privately owned standard housing which is in the planning or early
-development .stages and use the funds instead to financ: the construction of
new low-rent public housing projects or to purchase and rehabilitate existing
substandard housing. .
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HUD did not agree because it felt that such a practice would be too
restrictive. HUD commented that, despite an overall demand for unsubsidized
housing in a community, some structures would not meet the demand for various
reasons. :

GAO agreed that, if certain standard housing had a high vacancy rate
and could be purchased at an acceptable price, acquisition of such housing
by an LHA wouid be beneficial. Of the 15 projects reviewed by GAO, however,
all had Tow vacancy rates. , : .

Acquired units are not being
used to house those most 1n need

GAO's review showed that the acquisition of privately owned standard
housing generally had not substantially reduced the number of families or
persons living in substandard housing, because many of the occupants of the
acquired housing units had previously lived 'in standard housing. Some of
the families occupying the acquired units had incomes exceeding the estab-
lished limits entitling them to publiic housing. Also, some persons were
occupying units larger than those suggested in HUD's guidelines. a

Because only a relatively small number of the occupants of the acquired
housing projects included in GAO's review had previously occupied sub-
standard housing, there appeared to be a need for specific standard admis-
sion policies to insure that those families or persons most in need are -
given preference,. '

GAO suggested that the Congress might wish to require that LHAs give
preference for admission to publiic housing to occupants of private sub-
standard housing over those who are occupying private standard housing.

Hardships to former occupants
of acquired properties

The acquisition of privately owned standard housing has provided
standard housing to certain low-income families sooner than it could have
been provided under the other methods, but it has ‘resuited in (1). hardships
to former occupants of acquired projects who were forced to move and (2)
loss of tax revenues to local governments. In some cases, the peopie forced
to move were not assisted in relocating, although HUD regulations provided
for it. Other displaced occupants were subjectéd to physical and financial
hardships. ' . - :

GAO recommended that HUD, prior to approving LHAs' acquisition of
occupied, privately owned standard housing, require LHAs to adequately
demonstrate that housing of comparablie quality and rent existed.in the area
and that adequate relocation assistance would be available for tenants to
be displaced. ' .

Because it is awaiting the results of its housing studies, HUD took no
action on GAO's recommendation.
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Need to insure that prices of
acquired properties are reasonable

GAO's review indicated that HUD needed to improve its procedures to
provide adequate assurance that the prices of acquired properties are
reasonable. GAQ recommended that HUD establish appraisal vequirements for
the direct acquisition method similar to those established for the turnkey
method which requires that two independent cost estimates be obtained and
provide that the total price be no greater than the average of the cost
estimates. Although HUD agreed with this recommendac.ion, it took no action
pending the results of the housing studies. (B-114863, Sept. 7, 1972.)
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Case III - 3. ‘The Definitions of the Eiements of an Audit.

The following definitions of the elements of an audit have been adapted,

by permission, from Leo Herbert's book on "Performance Auditing."
Criteria: Any appropriate standards, standards or group of standards
which can be used to measure the actions of management,
‘ [

employees,. or their delegated agents in any audit situation.

Causes: Actions of managemeht,,emp]oyees, or their delegated agents

which took place or actions which should have taken place
Iin carrying out their assigned responsibilities.

Effects: Results achieved as determined by comparing actions taken
(causes) with the appropriate standard {criteria}. -

In the balance of the course, these three words will be used in lieu of

any other words which may have the same meaning, such aé standards, actions,

and results,




Section IV -- Types of Performance Audits

Case 1? - 1. Characteristics of Audits.

{ The Comptrolier General has classified and described audits under the
following categories: |

1. Financial and compliance--determines (a) whether financial
operations are properly conducted, {b) whether the financial
reports of an audited entity are presented fairly, and (c)
whether the entity has complied with applicable laws and
. reguiations.

Examinations of financial transactions, accounts, and
reports and compiiance with appiicabie jaws and regula-
tions shall include sufficient audit work to determine
whether: .

a. The audited entity is maintaining effective control
over revenues, expenditures, assets, and iiabilities.

b.” The audited entity is properly accounting for re-
sources, liabilities, and operations.

c. The financial reports.contain accurate, reliable,
and useful financial data and are fairly presented.
! w5
d. The entity is complying with the requirements of
' appliicable laws and regulations. ) -

2. Economy and efficiency—-detérmines whether thejentity is
managing or utilizing its resources (personnei,/property,

space, and so forth) in an economical and efficient manner
_and the causes of any inefficiencies or uneconomical prac-
tices, inciuding inadequacies in management information sys-
tems, administrative procedures, or ordanizational structure.
. - - j '
A review of efficiency and economy shall/ inciude inquiry
into whether, in carrying out its responsibilities, the
audited entity is giving due consideration to conserva-
ion of its resources and minimum expenﬁiture of effort.
Examples of uneconomical practices or inefficiencies the,
auditor should be alert to include: = | ‘
!

N oo
"‘i
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C s

. .Procedures, whether officially prescribed or merely
foliowed, which are ineffective or more cOstly than
Justified

Duplication of effort by employees or between organi-
zational units

Performance’ Qf work which serves little or no uséful
_purpose.

Inefficient or uneconohical use of equipment.

‘Overstaffing in‘relation to work to be done, .
Faulty buying practices and accumutation of unneeded
or excess quantities of property, materials, or supplies,

Nasteful use of resources.

Eff1C1enLy and economy are both relat1ve terms and it is
virtually impossible to give an 0p1n10n as.to whether an
organization has reached the maximum practicable leve] of
either. "Therefore it is ndt contemplated in these stan-
dards. that the auditor will be called upon to give such’
an op1nnon

. Program results--determines whether the desired results or bene-

.+ fits are being achieved, whether the objectives, established by
the legislature or other authorizing body are being met, and
whether the agency has considered a1ternat1ves which might yield
de51red resuits at a lower cost.

A rev1ew of the results of programs or act1v1t1esfsh L
include inquiry into the results or benefits achievedhand
whether the programs or activities are meeting established
objectives. The auditor shauld consider:
. -,

a. The relevance and validity of the criteria used by the ¢

+ audited entity to judge effect1veness in achieving pro-

gram results.

The appropr1ateness of the methpds followed by the-
entity-t0 evaluate effect1veness in achieving brogram
results. s

*

'The dccuracy of the data accunulated

L T

The re]1ab111ty of the results obtained

The Comptroller General of 'the United States."Standards for'Audit
of Governmental Organizations, Programs, Activities & Functxons. .
The United States General Accounting Office. Washington, D.C. 1974.

pp. 2, 11, and 2.
o Ieg
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Another classification more directly related to performance auditing .

: is that all efficiency and economy audits and all compliance audits which

result in more efficient and economical operations are called management

audits. A1l program results audits are called program audits. Both of

these types of audits are performance audits. All other types of audits

are called financial and fiscal compliance audits and while dealing with

the financial performance of management and employees of an organization

are often not labeled "performance audits."”

Y
Discussion:

1. Classify the following audit scenarios into the following types of
performance audits: (a) management audits or (b} program audits.

2. Explain the reasons for your classifications.

3. State the criteria, causes, and effects in each of the audit
scenarios.

4. 1s there any difference in trne 'type of criteria, causes, and
effects between a management audit and & program audit’

Yl
(Y
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.\ Case IV - 1. Characteristics of Audits.

Scenario 1. Travel Advances.

We pointed out that funds for authorized travel were advanced to em-
pioyees of the X Agency in amounts greater than necessary and reasonable
to meet travelers' requirements pending periodic reimbursements,. and that
certain of these advances were allowed to remain outstanding foi extended
periods during which no t¢ravel was performed.

. In a review of travel advances totaiing $10,000 at June 30, 19XX,

made to 40 central office employees, we found that advances issued to 20
employees were in excess ot/their needs. These advances: ranged from $3120

to $500 and totaled $6,600, of which $4,400 was in excess of the travelers’
“needs. During the fiscal year 19XX, some of these 20 employees did not
perform any travel and other emplioyees' travel ranged from 1 3/4 to 61 1/4
days and their-travel vouchers averaged from $42 to $147. Our review also-— -
revealed that two employees were holding travel advances at June-30, i19XX,
although they had performed no travel for 13 and 24.months, respectively.

s

.

Rdapted from a GAD audit.
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AN

AN
Case IV - 1. Characteristics of Audits.
N

Audit Scenario 2. Expenditure Control.

We reported to the Congress that the Pacific Region of the Y Agency
~——--— had expended about $267,000 for goods and services which either were un-
necessary or were Just1f1ab1e only in part, considering conditions ex---- ~
isting at the time and the very negligible benef1ts s that accured to the
Government. U

"

a. A sound/alarm system for the Pacific Region headquarters
building in Honolulu was leased for 10 years at an annual
_-- “rental of about $10,500, or $106,000 for the 10-yzar period.
o T " According to the agency, this procurement was justified by
' the need for sounding the alarm signal for possible fire,
tidal wave, or enemy attack, and for transmitting official
messages and background music throughout the building.
Inasmuch as {1} the lessor of the sound/atarm system had
a1so installed a fire alarm system in the building and (2}
the State of Hawaii had installed a civil defense warning
system near the building, we questioned the need for the
lease of the sound/alarm system.

b. The Region purchased 148 clothes dryers at a cost of about
$12,500 for use by employees housed in Wake Island. Be-
cause of inadequate planning, the dryers remained in .
storage for about a year. An additional $25,000 had to be
spent to modify and properly equip the hous1ng in order to
use the dryers.

c. On June.29 and 30, 19YY, the Pacific Region placed orders
totaling about $15,600 for Tibrary books under conditions
indicating that the principal objective was to obligate
available funds prior to the end of the fiscal year
rather than to order books for which there was real or

“urgent need.

d. " Numerous other purchaseé-totaling about $46,000-were made
at the end of fiscal years 19XX and IQYY the necessity
of which appeared quest1onab1e

e. Various 1tems of equipment and supplies for major repairs
were purchased for Canton Island at a cost of about $27,000,
even though complete phase-out of the 1nstallat10n had been
under consideration for sometime.

f. The Pacific Region incurred costs of over $30,000 directly
related to ceremonies dedicating new facilities at three loca-
tions. We questioned whether the dedication ceremonies pro-
vided benefits to the Government cormensurate with their costs.

Source: Adapted from a GAQ audit.

f—
)
1-;
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Case IV - 1. Characteristics of Audits

Audit Scenmario 3. Program Costs not Charged in Accordance with Require-
ments and Policies.

The Department of Housing and Urban Development auditors found that a
City Demonstration Agency (CDA) was not making office space payments in
accordance with an adopted cost allocation plan.

Requirements to be complied with

The city developed a cost allocation plan under the provisions of OMB
Circular A-87 and HEW Guide OASO-8 and implemented this plan for charges
to all city departments effective September 1, 1971. The plan provides
for the computation of space costs (buildings and capital improvements)
allocated to the various city departments (which includes CDA} on
?tra;ght-line depreciation at an annual rate of 2.5 percent (40-year

ife). -

Before adopting the cost allocation plan, the city's policy was to
establish rental rates on comparable local space rates.

The cost eligibility criteria in COA Letter No. 8, part II, requires
consistent application of the city's accounting policies and procedures
for costs charged to the program. :

Condition found by the auditors

CDA occupies a city-owned building consisting of 4,180 square feet.
The city determined the monthly local rental rates for comparable space
as 20 cents a square foot without utilities and janitorial services and
30 cents a square foot with those services.

Utilities and janitorial services for the building were paid directly
by COA. The monthly rental payments by CDA to the city were properly made
through August 31, 1971, at $836 (4,180 sq. ft. at $0.20}.

However, CDA did not revise the monthly rental payments to conform
with the city's cost allocation plan that became effective September 1,
1971. - : '

Source: The Comptroller General of the United States. Examples of Findings
from Governmental Audits. The United States General Accounting -
Office. Washington, D.C., 1973. pp. 6 and 7.

¥I1.9.25
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Effect of noncompliance with requirements

As a result of not revising the rental rate to conform with the cost
allocation plan effective September 1, 1971, CDA charged the program with
an excess of $17,235.38 from September 1, 1971, through July 31, 1972.

_ CDA agreed that payments to the city for office space should be con-
sistent with the city's cost allocation plan and that the excess charge
of $17,235.38 was an improper program cost.

Auditors' recommendations

The auditors recommended that the Area Office Director:

1. Consider the excess charges of $17,235.38 as ineligible
program costs and insure that CDA removes the amount from
recorded costs by obtaining a refund from the city.

2. Require and insure that CDA charges office space after
July 31, 1972, in accordance with the city's cost
allocation plan.

-
.::)
o
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Case IV - 1. Characteristics of Audits.

Audit Scenario 4. Snow Removail Program.

A State auditor found that the State's snow and ice removal program
was not accomplishing its objectives because legislation made the State
department of transportation's operations difficuit.

Goal of the program

The commissioner of the State department of transportation is re-
sponsible for removing ice and snow from State roads.

Condition found by the auditor

Article 12 of the Highway Law authorizes the conmissioner of the de-
partment of transportation to contract with counties for removing snow and
ice on State roads. The statute also permits counties to select sections
of State roads to either plow, sand, or apply other abrasives or chemicals.
The department of transportation is obligated to service the remaining road
mileage. This feature of the legislation is referred to as the “first
preference" clause.

Effect of not meeting the goals

Under the first-preference clause, counties have elected to service
one section of State highways but not an adjoining section and resume
service at another point on the road. This skip-patch-work operational
pattern often resuits in State roads that have not been properiy cleared
of ice and snow. A county crew may spread salt on one portion of the
State's highway only to have it removed later by the State's pliow crews.
Also, the State's work crews may not be able to plow or sand sections of
highways untii the county has serviced its portions.

Cause which contributed to failure to meet the goal

The first-preference clause of the Highway Law is permitting counties
too much fliexibility in location, amount of mileage selected, and in type
of service performed. As a result, the department of transportation is un-
able to do adequate iong-range pianning for equipment purchases and staff-
ing work forces.

This report contained no recommendations. However, the State's first-
preference clause should obviously be amended.

Source: Ibid., bp. 24-25.
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Case IV - 1, Characteristics of Audits.

Audit Scenario 5. Uneconomical Package Sizes Used in a Commodity Distri-
: bution Program.

: Ih an audit of the Commodity Distribution Program of the Department
of Agriculture, GAQ reported that savings could be realized if larger
package sizes of commodities are used when possible.

Criteria used to measure efficiency and economy , '

The Department of Agriculture's instructions to State distribution
agencies require that, to the extent practicable, commodities be donated
to schools. and institutions in the most economical size packages. When
commodities are available in packages of more than one size, the instruc-
tions require that State agencies requisition the commodities to the maxi-
mum extent practicahle, in large-size packages--such as 50-pound containers
--for schools and institutions.

Conditions found by auditors

In seven States covered by the review, distributing agencies were’
requisitioning foodstuffs for large users in small-size packages instead
of large-size packages. .

Effect on the conditions

A substantial part of the additional costs of providing flour,
shortening, and nonfat dry milk in small containers to schools and insti-
tutions could be saved. GAQ estimated that, nationwide, for fiscal year
1970 these additional costs totaled about $1.6 million.

Cause of the situation

Agricuiture regional officials said that, although they encouraged
State distributing agencies f£o requisition commodities in the most economical
size package practicable, they had not questioned the propriety of State
agencies’' requesting commodities in small-size packages for schools and
institutions and that they had not required the agencies to justify such
requests because they believed the agencies were making the proper determina-
tions as to package sizes.

Auditors' recommendations

In view of the savings available by acquiring commodities in large-size
packages, GAQ recommended that Agriculture take appropriate action to have

.V1.9.28 I
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regional offices vigorously enforce the requirement that State agencies
requisition commodities--particularly, flour, vegetable shortening, and
nonfat dry milk--in the most economical size packages practicable. GAQ
recommended also that State agencies be required to justify, when neces-

sary, the requisitioning of the commodities in small-size packages for
schools and institutions. '

Source: Ibid., pp. 19-2G.
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Case IV - 1, Characteristics of Audits.

Audit Scenario 6. State Employment Program.

GAQ reported this situation where the objectives of a State empioy-
ment program were not realized.

Goal of the program

The Department of Labor's Concentrated Employment Program (CEP} was
designed to combine, under one sponsor and in a single contract with one
funding source, all manqower.training and other services necessary to help
persons move from unempioyability and dependency to self-sufficiency. CEP
seeks to.accomplish this objective among persons in a designated target
area by (1) making intensive outreach efforts to bring persons into work-
training programs; (2} presenting a variety of job-training opportunities
to applicants; (3) providing such supportive services as day care for
children, transportation, and health care; and (4) placing applicants in
jobs.

Condition found by the auditor

From December 1968 through February 1970, of the 6,732 persons enrolled
in the program, 3,333 received some training or work experience and 2,586
were placed in jobs. About one-half of those placed in jobs, however., did
not receive any orientation, training, or work experience. Often they were
limited to the same types of low-skill jobs they held before joining the
program,

Many placements were only temporary. Only 56 percent of the persons
placed were employed 6 months later. Many had changed jobs during the
6-month period. :

Many enrollees were placed in jobs requiring similar or lower level
skills than those required in previous occupations. Only about one-half
of the jobs increased the wages employees were receiving before entering
the program. = :

Job placement was not always refated to the type of training an en-
rollee received. For example, a person trained as a welder was placed as
a janitor, ‘an offset printer as-a-mail -clerk, -and-an -automobile mechanic
as a maintenance man.

v1.9.30 .,
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. - Effect of not meeting the goals

About $14 million was spent on CEP in the Mississippi Deita from
June 1967 through December 187%.

Cause which contributed to failure to meet the goal

CEP's effectiveness was hindered by

--economic siowdown which closed or cut back operations of
some companies in the area,

-~the special nature of the disadvantaged residents of the
area--minority group farm-workers accustomed to seasonal
employment,

--a stagnant economy,
--an insufficient labor demand,

--a labor force consisting largely of black farm-workers with-
out necessary educational and vocational skills, and

--the large area and widely dispersed population that the
program was trying to reach.

. Increased mechanization has displaced many farm-workers in the tradi-
tionally agricultural delta area. New job opportunities have been scarce
because industries have been slow to come into the delta and availablie jobs
have required skills which enrolies do not have and cannot obtain reason-
ably.

Auditors' recommendations

The Congress is currently considering measures that will seek to
revitalize the economy and increase job opportunities in such rural areas
as the Mississippi Delta. The Secretary of Labor should try to improve
the effectiveness of CEP by insuring that skill training and other man-
power services are provided with due regard to the capabilities and needs
of program participants and available job opportunities and by making all
possible use of work experience programs and other subsidized empioyment,
such as public service jobs funded under the Emergency Employment Act of
1971, for those participants who cannot be placed readily in jobs.

v1.9.31° 1




Section V -- Audit Objectives and_Audit Evidence

A. Audit Objectives

Case ¥V - 1. Preparing Audit Objectives

1. By this time, the student has found that each audit conclusion has
three essential eléments--criteria, causes, and effects. These three
elements are the foundation for whatever the auditor finds in his audit,
but are not necessarily everything reported to the third party. For, the
auditor often provides background data and scope of audit information to the
reader to let him know more about the conditions pertaining to the conclusion
of the audit. And, 'he also may recommend certain actions which should be
made. The basic audit conclusion, however, is always composed of the three
essential elements.

The auditor cannot reach a conclusion from evidence unless he has
fairly specific gquidelines pertaining to the nature of what he is to audit.
For he should only gather evidence relating to the specific objectives of
the audit. Therefore, the audit objective is a question or a statement at
the start of the detailed examination concerning the end results expected.
The evidence gathered will allow the auditor to reach a conclusion on the
statement or to answer the question.

2. Eachaudit, then must have a question or statement concerning the
desired expectations in order for the auditor to gather evidence on that
question or statement. This statément or question is called the audit
objective.

3.- The audit objective mist be stated before evidence can be gathered,
since evidence allows the auditor-to-come-to a conclusion on the audit
objective. .

This statement of the audit objective will include the same three
elements as found in the audit conclusion--criteria, causes, and effects.

4. The first three cases in Section V¥ are taken from the three audit
scenarios in Case III - 2 in Section IIl. They will illustrate the
preparation of audit objectives in order for the participant to see how
an audit objective is stated.
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\ Case V -- 1. Preparing Audit Objectives.

Audit Scenario 1. Use of Government Owned Rather Than Privately Owned
vehicles

| -- Audit Scenarioc 1 of Case IIl -- 2 was stated as follows:

Our review of travel procedures at 14 major state agencies showed that
\ the agencies had not been-furnished management informaticn on the cost of
. operating motor pool cars at various mileage levels and therefore were not
in a position to adequately consider the alternative of providing motor

i pool cars to high-mileage drivers who drive their own cars on official .
\  business, \ ;

: Our more detailed reviews at the offices of the Highway Department,
' the Department of Education, and the State Auditor's Office showed that the
‘annual cost of reimbursing high-mileage drivers for official travel exceeded
‘the cost of operating motor pool cars by about $20,000. If the mileage
. patterns observed were typical, the annual statewide costs of reimbursing
high-miieage drivers: for official travel would exceed the cost of operating.
interagency motor pool cars by about:$100,00q.

i As a result of our proposals, the Division of Administration revised
the state travel regulations to provide policy guidelines for management ot
to'determine (2) when it is beneficial to the State for employees to use
their own cars for official business and (b) what reimbursement employees
are entitled to if they are authorized to use their cars on official business
when such use is for their own personal convenience.* '

| Before gathéring decailed evidence during the audit, the auditor would
" have stated his audit objective somewhat as follows:

In their payments for travel by high-mileage drivers, have the High-
way Department, the Department of Education, and thé State Auditor's Office
- paid (causes) at least $10,000 more than they would have (effects) iF they
had used motor pool vehicles when motor pool vehicles cost less to operate
than privately owned cars {criteria)? :

* Adapted from a governmental audit. 1~~~
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Case V -- 1. Preparing Audit 0b3ect1ves

Audit Scenarlo 2 -- Grant Funds Used to Supplant State. and Loca] Funds
3 :
The Department of Health, Education, and Welfare auditors reported that

a State education agency was not complying with the provisions of its FeQEra]
grant. : /

Law and regu]atlon to be complied with

By

The Elementary and Secondary Education Act shou]d not result in a decrease
of State or local funds which would otherwise be available to a project area

in the absence of title I funds. Office of Education guidelines state that
title 1 funds:

"* * * are not to be used to supplant State and local funds
which are already being expended in the project areas or which
-would be expended \jn those areas if the services in those areas
were comparab those for non-project areas * * *" .

Condition found by auliitor - : ; ;

The audit of the State Edutation Agency disclosed a décrease in State
and local fiscal effort.

Effect of failure to comply -

Title I funds, estimated at $520,750, were used in supb]antjng State
and—-local - funds tFat were a]ready be1ng spent for .services in project areas.

Cause of failure to comply

The State educatjion agency off1&1a1s advised the audltors that, with
the exception of administrative reviews performed by program mon1t0r1ng
officials, no effective means existed to evaluate the comparability of
. services.

Auditors' recommendations )

The State education aSb ¢y should rev1ew other local educat10n agencies
in the State to determine whether simil.r deficiencies existed and, on the
basis of its findings, develop and issue policies and procedures to all local
education agencies participating in the title I program to insure that similar
deficiencies do not recur.. The auditors further recommended that the awarding
agency, determine the a]]owab11lty of the title I funds ($520, ?50) used by the
local education agency in lieu of State and Tocal funds. . ,

Ios
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. Before starting to gather detailed evidence on this audit, the auditor

would have stated his audit objective somewhat’as4f
Is the State Educat1on Oepartment complying (causes) within $250,000
(effects) of the provision of the Office of Education guidelines which
state that the State and local subdivisions should not use Title I funds
to supplant State or local funds which would otherwise be available 1n
the absence of Title I funds {criteria)?
You may have noticed that the effects are shown in ‘dollar amounts that
are not exactly the same as the final figure. Significance of effects is a
very important part of an audit. ‘In each of these ecoromy and efficiency, °
audits the significance of the effects can be measured in dollar va1ués.'350

" an amount which is the minimum to be considered significant must be shown in
" l _

the objective.
In the case of some projram audits, the significance-of the effects often \\
has to be measured in some manner other than dollar amounts. The following o ('P4

Scepario It%*jrom Case I1I-2 illustrates this.point. The Scenario states:

P ’ i ’
. Souce: The Comptroller General of the United States Examples of Findings
from Governmental Audits. The United States General Accounting Office

L ar s r

rNashington,'D.C. 19/73.  pp.
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Case V -- 1,

Preparing Audit Objectives.

Audit Scenario 3 -- Benefits Could Be Realized by Revising Policies and
Practices for Acquiring Existing Structures for Low-
Rent Public Housing.

The low-rent housing program is designed to make decent, safe, and
sanitary dwellings available to low-income families at rents within their
financial means. HUD provides financial and technical assistance to LHAs,
which develop and/or acquire, own, and operate low-rent public housing
projects to accomplish this aim.

To provide low-rent public housing, LHAs use several methods -- conven-
tional construction, turnkey, direct acquisition of existing privately owned
dwelling, and- leasing.

Use of direct acquisition method
does not 1ncrease housing supply

GAD reviewed HUD's and LHAs' practices and procedures relating to the
direct acquisition method of obtaining existing, occupied standard structures .
and found that, although .he method was expedient, it has certain disadvan-

tages which tended to make it less desirable than other methods.

By using the direct acquicition method, the LHAs increased the supply
of fow-rent public housing but did not d?rectly help to ach1eve the nationail
housing goal of increasing the housing supply.

GAD's review of 15 projects in 8 selected cities or metropolitan areas
showad -that LHAs had expended about $80 million to acquire the projects
without increasing the supply of standard housing by a single unit.- HUD's
analyses of housing-market conditions showed that, in seven of the eight
cities, a need for both subsidized and nonsubsidized standard housing existed
when these projects were acquired. The LHAs' action, therefore, did not im-
prove the overall condition of the housing market, It appears that, in such
cases, the construction of new housing and the rehabilitation of substandard
housing would be the preferred method and would use Federal funds more ef-
fectively by adding to the supply of standard housing.

GAQ proposed that HUD Jimit its financial assistance to LHAs to the
acquisition of privately owned standard housing where the supply of such . . .
nousiny exceeds the demand and terminate the acquisition of existing, oc- -
cupied, privately owned standard housing which is in the planring or early
development stages and use the funds instead to finance the construction of
new low-rent public nousing projects or to purchase and rehabilitate existing .
substandard housinc. e .

i * : ’ 1"‘1’ |
N




Performance Auditiﬁg

HUD did not agree because it felt that such a practice would be too
restrictive. HUD commented that, despite an overall demand for unsubsidized
housing in a community, some structures would not meet the demand for various
reasons. -

GAQ agreed that, if certain standard housing had a high vacancy rate
and could be purchased at an acceptable price, acquisition of such, housing
by an LHA would be beneficial. Of the 15 projects reviewed by GAO, however,
a1l had low vacancy rates.

Acquired units are not being oy L
.used to house those most in need

GAO's review showed that the acquisition of privately owned standard
housing generally had not substantially-reduced the number of families or
persons living in substandard housing, because many of the occupants of the
acquired housing units had previously lived in standard housing. Some of
the families occupying the acquired units had incomes exceeding the estab-
Tished limits entitling them to public housing. Also, some persons were
occupying units larger than those suggested in HUD's guidelines.

—  Because only a relatively small number of the occupants of the acquired
housing projects included in GAO's review had previously occupied substandard
housing, there appeared to be a need for specific standard admission policies
to insure that those families or persons most in need are given preference.

GAD suggested that the Congress might wish to require that LHAs give
preference for admission to public housing to occupants of private substandard
housing over those who are occupying.private standard housing.

_ Hardshipé to former occupants
. of acquired properties

The acquisition of privately owned standard housing has provided standard
housing to certain low-income families sooner than it could have been provided
under the other methods, but it has resuited in (1) hardships to former oc-
cupants of acquired projects who were forced to move and (2) loss of tax
revenues to local governments. In some cises, the people forced to mcve were
not assisted in relocating, although HUD regulations provided for it. Other
dispiaced occupants were subjected to:.physical and financial hardships.

GAQ: recommended that HUD, prior to approving LHAs' acquisiton of,
occupied, privately owned standard housing, rejquire LHAs to adequately
demonstrate that housing of comparable quality and rent existed in the area
and that adequate relocation assistance wou]d be available for tenants to
be dlsplaced

Because it is awaiting the results of its housing studies, HUD took no
action on GAQ's recommendation.

Need to insure that prices of
acquired properties are reasonab]e
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GAQ's review indicated that HUD needed to improve its procedures to .
provide adequate assurance that the prices of acquired properties are

reasonable. GAO recommended that HUD establish appraisal requirements for

the direct acquisition method similar to those established for the turnkey

method which requires that two independent cost estimates be obtained and

provide that the total price be no greater than the average of the cost

estimates. Although HUD agreed with this recommendation, it took no action

pending the results of the housing studies. (B~114863, Sept. 7, 1972.)

The audit objective would have been stated somewhat as follows:

Have national and local officials and employees of HUD and officials
and employees of 8 local housing authorities made available to low income
families decent, safe, and sanitary dwelling (causes) thus substantially
accomplishing the goal of the low-rent housing program {effects) by increasing
the national housing supply through the direct acquisition method, by sub-
stantially reducing the number of persons living in sub-standard housing,
by providing standard housing to low income families without resulting in
hardships to former occupants or to local governments by loss of tax revenue,
and by acquiring property at a reasonable cost (criteria).

In the measurement of the accomplishment of the goals, the auditor is
determining his measure of significance with the use o7 some word such as
substantially. He could not expect the agencies to absolutely accomplish the .
goal. Neither could he say they accomplished the goal if they did nothing
towards the accomp]ishmeht. What he wants is some measure that would tell
him that the agency has or has not essentially accomplished the goal.

Required:

Prepare statements of audit objectives for the following six audit scenarfos,
Scenarios 4 through 9. These scenarios are the same as those in Case IV - 2,
so some of the analytical work done in preparing for the discussion on the

-audit scenarios for that case can be used as a basis to start preparing audit

objectives for these scenarios.

i,

o

Source: Adapted from a GAO aﬁdit.
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Case V -- 1. Preparing Audit Objectives

Audit Scenario 4. Travel Advances.

We pointed out that funds for authorized tra;el were' advanced to
employees of the X Agency in amounts greater than necessary and reasonable
to meet travelers' requirements pending periodic reimburseménts, and that
certain of these advances wefe allowed to remain outétanding for extended
periods during which no travel was performed. ‘ |

In a review of travel advances totaling $10,000 at June 30, 19XX, made
to 40 central office employees. we found that advances issued to 20 employees
were in excess of their needs. These advances ranged from $120 to $500 and
totaled $6,600, of which $4,40b was in excess of the travelers' needs. During
the fiscal year 19XX, some of these 20 employees did not perform any trave)
and other employees' travel ranged from 1 3/4 to 61 1/4 days and their travel
vouchers averaged from $42 to $147. . Our review also revea]éd that two empioyees
were holding travel advances at June 30, 19XX, aithouﬁh they had performed no

travel for 13 and 24 months, respectively.

Source: Adapted from a GAO audit.

)
0
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Case V -~ 1, Preparing Audit Objectives

Audit Scenario 5. Expenditure Controls.

We reported to the Congress that the Pa-
cific Region of the Agency has expended -
about $267,000 for goods and services
which either were unnecessary or were
justifiable only in part, considering
conditions existing at the time and the
very negligible benefits that accrued

to the Government.

a. A sound/alarm system for the

Pacific Region headquarters building .
in Honolulu was leased for 10 years at
an annua) rental of about $10,600 or
- $106,000 for the 10-year period. Ac-
cording to the agency, this procurement
was justified by the need for sounding
the alarm signal for possible fire,
tidal wave, or enemy attack, and for

transmitting official messages and back-
~ ground music throughout the building.
Inasmuch as (1) the lessor of the sound/
alarm system has also installed a fire
alarm system in the building and {(2) the

Adapted from a
GAQ audit.

Source:

State of Hawaii had instalied a civil
defense warning system near the
building, we questioned the need for
the lease of the sound/atarm system.

b. The Region.gurchased 148
clothes dryers at a cost of about
$12,500 for use by employees housed
in Wake Island. Because of inade-
quate planning, the dryers remained
in storage for about 'a year. An addi-
tional $25,000 had to be spent to modify.
and properly equip the housing in order
to use the dryers.

c. On June 29 and 30, i9XX,
the Pacific Region placed orders
totaling about $15,600 for library
books under conditions indicating
that the principal objective was to
obligate availanle funds prior to the
end of the fiscal year rather than to

. order books for which there was real

or urgent need.

d. Numerous other purchases -
totaling about $46,000 - were made at
the end of fiscal years 19XX and 19XX,

‘the necessity of which appeared ques-
_ tionable.

e. Various items of equipment
and supplies for major repairs were
purchased for Canton Island at-a cost
of about $27,000, even though compiete
phase-out of the instalilation had been
under consideration for sometime.

f. The Pacific Region incurred
costs of over $30,000 directly related

‘to ceremonies dedicating new facilities '

at three locations. We ‘questioned

whether the dedication ceremonies pro-
vided benefits to the Government commen-
surate with their costs.
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Case.V -- 1. Preparing Audit Objectives.

Audit Scenario 6. Program Costs not Charged in Accordance with Requirements
' and Policy..
The Department of Housing and Urban Development auditors found that a

City Demonstration Agency (CDA) was not making.office space payments in ac-
cordance with an adopted cost a]]ocatlon plan. :

Requirements to be complied with

' The, city developeda cost allocation plan under the provisions of OMB
Circular A-87 and HEW Guide-0AS0-8 and implemented this plan for charges to
all city departments effective September 1, 1971. The plan provides for the
c0mputat10n of space costs (buildings and capital improvements) allocated to
the various city departments {which includes CDA) on straight-line depreciation

at an annual rate of 2.5 percent (40-year life).

Before adopting the cost allocation plan, the city's pollcy was to
establish rental rates on comparable local space rates.

The cost eligibility criteria in CDA Letter No. 8, Part II, requires
consistent application of the city's accounting po11c1es and procedures for

costs charged to the program,

Condition found by the auditors

CDA occupies a city-owned building cons1st1ng of 4,180 square feet. The

'c1ty detenmlned the monthly local rentail rates for comparabne space as 20 ceiits
a square foot without utilities and janitorial services and 20 cents a square

foot with those services.

Utilities and Jan1t0rie1 services for the building were paid directly
by CDA. The monthly rental payments by CDA to the city were properly made
through August 31, 1971, at $836 (4,180 sq. ft. at $0.20).

However, CDA did not revise the monthly rental payments to conform with
the city's cost allocation plan that became effective September 1, 1971.

~ Effect of noncompliance with requirements

As a result of not revising the rental rate to conform with the cost
allocation plan effective September 1, 1971, CDA charged the program with an
excess of $17,235.38 from September 1, 1971, through July 31, 1972.

CDA agreed that payments to the city for office space should be cons1stent
with the city's cost allocation plan and that the excess charge of $17,235.38

wWas an lmproper program cost.

V1.9.41 Qo
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Auditors' recommendations

The auditors recommend that the Area Office Director:

1. Consider the excess charges of $17,235.38 as ineligible program
costs and insure that CDA removes the amount from recorded costs
by obta1n1ng a refund from the city.

2. Require and insure that CDA charges office space after July 31, 1972,
in accordance with the city's cost allocation plan.

]

fd

=

Source: The Comptroller General of the United States. Examples of Findings

from Governmental Audits. The United States General Accounting Office.
Washington, D.C. 1973. pp. : : .
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Case V ~- 1, Preparing Audit Objectives.

Audit Scepario 7. Snow Removal Program.

A State auditor found that the State's snow and ice removal program
was not accomplishing its objectives because legislation made the State
department of transportation's operations difficult.

Goal of the program

he commissioner of the State department of tranSportatlon is responsible
for removing ice and snow from State roads.

Condition found by the auditor

Article 12 of the Highway Law authorizes the commissioner of the depart-
ment of transportation to contract with counties for removing snow and ice on
State roads. The statute also permits counties to select sections of State
. roads to either plow, sand, or apply other abrasives or chemicals. The depart-
ment of transportation is obligated to service the remaining road mileage.
‘This feature.of the legislation.is referred to as the "first preference"
clause.

Effect of not meeting the goals

Under the first-preference clause, counties have elected to service one
section of State highways but not .an adjoining section and resume service at .
another point on the road. This skip-patch-work operational pattern often
resylts in State roads that have not . ven properly cleared of ice and ’snow.

A county crew may spread salt on one portion of the State's highway only to
have it removed later by the State's plow crews. Also, the State's work crews
may not be able to plow or sand sect10ns of highways until the county has
serviced its portions.

Cause which contributed to failure
to meet the goal S e L

The first-preference clause of the Highway Law is permitting counties
too much flexibility in location, amount of mileage selected, and in type
of service performed, As a result, the department of transportation is upable
to do adequate long-range planning for equipment purchases and staffing work
forces. :
. This report contained no recommendations. However, the State's first-

preference clause should obviously-be amended! 5 ) k

t
‘ ]
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Case V -- 1. Preparing Audit Objectives.

Audit Scenario 8. Uneconomical Paékage Sizes Used in a Commodity Distri-
bution Program.

In an audit .of the Commod1ty Distribution Program of the Department of
Agrlculture GAQ reported that savings could be realized if larger package
sizes of commodities are used when possible.

Critéria used to measure
efficiency and economy

; The Department of Agriculture’s 1nstruct10ns to State distribution agencies
require that, to the extent practicable, commodities be donated to schools and
institutions in the most economical size packages. When commodities are available
in packages of more than one size, the instructions require that State agencies
requisition the commodities to the maximum extent practicable, in large-size
packages -- such as 50 - pound contalners -- for schools and institutions.

Conditions found bx_auditors

In seven States covered by the review, distributing agencies were requi-
sitioning foodstuffs for large users in smali-size packages instead of large-
size packages.

Effect of the Conditions

_ . A substantial part of..the additional costs of providing flour. shortening,
.and nonfat dry miik in small containers to schools and institutions could be
saved, ' GAD estimated that, nationwide, for fiscal year 1970 these.additional
costs totaled about $1.6 million.’

Cause of the situation

Agriculture reglonal officials said that, a?though they encouraged State
distributing agencies to requisition commodities in the most economical size
.package._practicable, they had not guestioned the propriety of State agencies'
requesting commodities in small-size packages for schools and institutions and
that they had nct required the agencies to justify such requests because they
beiieved the agencies were making the proper determinations as to package sizes.

Aud ‘tors' reéecommendations

In view of the savings available by acqu1r1ng commodities in large-size
packages, GAO recommended that Agriculture take appropriate action to have
regional offices vigorously enforce the requirement that State agencies requisi-
tion commodit1es--particu1ar]y, flour, vegetable shortening, and nonfat dry
milk--in the most economical size packages practicable. GAO recommended also
that State agencies be required to justify, when necessary,’ the requisitioning
‘of the commodities in small-size packages for schools and institutions. -
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Case V -- 1. Preparing Audit Dbjectives.

Audit Scenario 9. State Employment Program.

GAO reported this situation where the objectives of a State employment
program were not realized.

Goal of the Program

The Department of Labor's Concentrated Employment Program (CEP) was
designed to combine, under ope sponsor and in a single contract with one
funding source, all manpower training and other services necessary to help
persons move from unemployability and dependency to self-sufficiency. CEP
seeks to accomplish this objective among persons in.a designated target area
by (1} making intensive outreach efforts to bring persons into work-training
programs; (2) presenting a variety of job-training opportunities to applicants;
(3) providing such supportive services as ddy care for children, transportation,
and health care; and (4) placing applicants in jobs.

Condition found by the auditor

From December 1968 through February 1970, of the 6,732 persons enrolled
in the program, 3,333 received some training or work experience and 2,586
. were placed in jobs. About one-half of those placed in jobs, however, did
not receive any orientation, training, or work experience. Dften they were
Timited to the -same types of Jow-skill jobs they held before joining the
progra:

T Many piacemenis were only temporary. Only 56 percent of the perscns
placed were employed 6 months later. Many had changed jobs during the 6-
month period. . _

Many enrollees were placed in jobs requiring similar or lower level skills
than those required in previous occupations. Only about one-haif of the jobs
increased the wages employees were receiving before entering the program.

Job placement was pot always related to the type of training an enrolilee
received. For example, a person trained as a welder was placed as a janitor,
an offset printer as a mail clerk, and an automobile mechanic _as a maintenance
man. :

Effect Of not meeting the goals

About $14 million was spent on CEP 1n the Mississippi Delta from June
1967 through December 197T.

‘II. r
Cause which contributed to failure
t0 meet the goal
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CEP's effectiveness ‘was hindered by

-- economic slowdown which closed or cut back operations of some
companies in the area, /

the special nature of the disadvantaged residents of the area -- .
minority group farmworkers accustomed to seasonal employment,

a stagnant economy,
an insufficient labor demand,

a labor force consisting largely of black farmworkers without
necessary educational and vocational skills, and

the large area and widely dispersed population that the program
was trying to reach,

Increased mechanization has displaced many farmworkers in the traditionally
agricultural delta area. New job opportunities have been scarce because in- -~
dustries have been slow to come into the delta and available jobs have required
skills which enrollees do not have and cannot obtain reasonable.

Auditors' recommendations

The Congress is currently considering measures that will seek to revitalize .

the economy and increase job opportunities in such rural areas as the Mississippi
Delta. The Secretary of Labor should try to improve the effectiveness of GEP
by insuring that skill training and other manpower services are provided with
due regard to the capabilities—and needs of program participants and.available
Job opportunities and by making all possible use of work experience programs—.
-and other subsidized employment, such as public service jobs funded undey the
. Emergency Employment Act of 1971, for those participants who cannot be pﬂaced
_readily 1in_ Jobs - e
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Case. ¥ -- 2. Audit Evidence. ‘ _ ' y

Audit evidence represents facts and information used by the auditor as a
. basis for him to come to a conclusion on his audit objective. To influence the .
~ .mind of the auditor towards his conclusion, the information must be relevant,
material, and competent. There also must be enough evidence to significantly
influence the mind of the auditor, or any Qther person who may use the in-
formation from the audit, to come to .the appropr1ate conclusion on his audit
objective.

) A1l information found in an audit is not evidence. Background data are often
% used to set the scene for the report or provide information which would lead to
the evidence. Recommendations are extensions of the aidit for management's pos-
sible future use. They are not evidence, but are based on evidence. Conclusions
are not evidence, but are based on evidence. Opinions are not evidence and should
,not be used as evidence. Assertions, implications, or innuendos are not evidence
and should not be used as a basis for the aud1tor to come to a conclusion on his
audit objective.

Evidence must be gathered on atl three elements of the audit objective -in
order to cdme to an appropriate conclusion on that objective. The evidence must
be relevant, material, and competent. Relevancy means that' the information is
related to the criteria of the audit objective. Materiality means that the informa-
tion is significant. Competency means that the information comes.from a competent
source. . s :

Sufficient evidence must be obtained to come to the appropriate conclusion.
Sufficiency varies with the type of information obtained. Some information, such
. as direct evidence. may influence an auditor to come to a conclusion /on his audit

objective with only a small amount of information. Other types of information,"
such as cricumstantial evidence, requires a great deal more information to influence
the auditor's mind towards his conclusion than does direct eviderice. i

The auditor often obtains ‘data to make certain analyses., This analysis™in
term provides information which is good evidence, called analytical evidence.
Other sources of information used as evidence are from records, from 1nterv1ews
or writter requests, or from observat10ns by the auditor. 7/

. f

The auditor shou]d always use<the best evidence available. For example, he
should never use a.copy of a document when he can obtain the origirdal. He should
never use second-hand information when he can Qirectly obtain information.

/ - *

With a statement of the audit objective and with sufficient relevant, material,
and competent evidence, then the auditor shoutld be able to come up with an appro-
priate third parties or use it as a basis for the second party to improve his
management control. o . ’

Let us illustrate evidence by referring to Audit Scenario 1, Case ¥-1. In
}@at Scenario, the.audit objective was stated as: .
/- In gheir payments for travel by high-mileage drivers, have the Highway .

Department, the Department of Education, and the State Auditor's Office paid
(causes) at least $10,000 more than they would have {effects) if they had used
motor pool vehicles when motor pool vehicles cost less to operate. than pri-
vately owned cars (criteria)? s

- -t
v

Now, we cég,ana]yze the scenario paragraph_py paragraph to sée whether the
information présented answers the QUestlon in the objective. - .

129
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Case V -- 2. Audit Evidqnce.’

Audit Scenario 1. Use of Government Owned Rather Than Privately Owned
Vehicles. oL

Paragraph 1’ - . . "Our review of travel procedures at 14 major state
agencies showed that agencies had not been furnished manage-
ment information on the cost of operating motor pool cars 'at
various mileage levels" is a statement of fact but is a state-
ment that is not related to the audit objective. It.is ir-
relevant information as far as the criteria of the objective
.is concerned but is valuable information as background infor-
‘mation for the audit. Obviously this background information
;was gathered during the preliminary phases of the examination
'and meant that the auditor would have to develop his own

... .criteria.since none was- available.

" "and therefore were not-in a position to adequately consider
the alternative of providing motor pool cars to high-mileage
drivers who drive their own cars on official busiress," fis

-w a conclusion of the auditor used as background information.

! - This entire paragraph is background information and has
. no direct relationship to the criteria of the audit objective
"~ which can be used to answer the questions in the ‘objective.
Paragraph 2 . "Our more detailed reviews at the offices of the Highway
Department, the Department of Education, and the State Auditor's
Office" is evidence on causes- -While not specifically stated
in this summary of the repori, the review would encompass
records examination, interview informatipn, and observation
| information which would be used as evidence.
t 1 .
"showed that-the annual cost of reimbursing high-mileage drivers
for official travel exceeded the' cost of operating motor pool .
' cars by about $20,000." 1is both evidence on effects and evidence:.
on the criteria. The auditér could not have calculated the
“amount of excess cost until he calculated the cost of operating
pool cars and-the cost of operating private cars. The’calculation
,of the costs would be analytical evidence on the critéria. The
calculation of the excess costs would be analytical zﬁidence on}
. the effects of the drivers in the agencies using private cars
|_rather than pool cars. . Both types, of calculations would be
based on records found in the agency -- records of the travelers’ '™
i reimbursements and records of the costs of operating motor pool .
; cars. ‘ . : S o 7 , _

4
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. “If the mileage patterns observed were typical, the annual

; statewide costs of reimbursing high-mileage drivers for
official trayel would exceed the cost of operating motor
pool cars by about $100,000." This is a.conclusion of the
auditor which is irrelevant to the audit objective. 1If this
sort of information on effects is to be calculated, then the
.audit objective should inélude all agencies of the State

' rather than only the three mentioned in the objective. Then.

this. information would be evidence on effects. -

/

As a result of our proposals, the Division of Adm1n1strat1on
revised thejState travel regulations to provide policy guidelines
for management ‘to.determine (a) when it is beneifical to the
State for E;ployees to use their own cars and (bh what reimburse-
ment emp]oyees are entitled to if they are authorized to use .
their cars on official business when such use 1s ‘for their own *
L personal convenience. - .
Pa}qgraph 3 , This. paragraph is a recommendation and includes no s
ol evidence to answer the question in the objective of the audit. I
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Case V -- 2. Audit Ev@dence.

Audit Scenario 2. Benefits Could Be Realized by Revising Palicies and
Practices for Acquiring Existing Structures for Low-
Rent Public Housing.

Audit Scenario 1 is a rather simple case and fairly easily understood.
Let us take a more complex example and“analyze it for. the evidence needed
to come to a conciusion on the audit objecfive. Scenario 3‘0f Casé 5-1 is
a more"comp1ex example. The proposed audit objective given'in that Case was
stated as follows:

In the carrying out of their responsibilities are national and
local officials and employees of HUD and officials and employees. of
8'1ocal housing authorities (causes) substantially
accomplishing the goal of the low rent housing program of making
available to low income. families decent, safe, and sanitary dwellings
{effects) by increasing the national housing supply, by substantiaily
reducing the number of families or persons 31v1ng in sub-standard
housing, by providing standard housing to Tow income families without
resuiting in hardships to former occupants or to local -governments by
Joss of tax revenue, and by acquiring property at a reasonable cost
{criteria)? .

Let us analyze this scenario but not by analyzing it paragraph by
paragréph. Let us use numbers to-identify the evidence and what type of
evidence it is that was used to come to a conclusion on thg-objective as

well as to identify other information presented in the report.

R
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(1) The low-rent housing program is designed to make decent, safe, and.
sanitary dwe]lin?s available to low-income families at rents within their fi-
nancial means. (2) HUD provides financial and technical assistance to LHAs,
-which develop and/or acquire, own, and operate low-rent public housing projects
to accomplish this aim.

(3) To provide low-rent public housing, LHAs?use several methods -- conven-
tional construction, turnkey, direct acquisition of existing privately owned
dwellings, and leasing.

Use of direct acquls1t1on method
does not 1ncrease hous 1ng sug§1z

(4} GAO reviewed HUD's and LHAs' pract1ces and procedures relating to
the direct acquisition method of obtaining existing, occupied standard structures
and (5) found that, although the method was expedient, it had certain disadvan-
tages which tended to make it less desirable than other methods.

" {6} By using the d1rect acquisition method, the LHAs (7) increased
the supply of low-rent public housing but did not directly help to achieve
(8) "the national housing goal of increasing the housing supply.

{9) GAQ's review of 15 projects in 8 selected cities or metropolitan
areas showed that LHAs had expended (10) about $80 million to.acquire the
projects without increasing the supply of standard housing by a single unit.
{11} HUD's analyses of housing-market conditions showed that, in seven of
the eight cities, & need for both subsidized and nonsubsidized standard housing
existed when these projects were acquired. The LHAs' action, therefore, (12)
did not improve the overall condition of the housing market. (13} It appears
that, in such cases, the construction of new housing and the rehabilitation
of substandard housing would be the preferred method and would use Federal
funds more effectively by adding to the supply of standard housing.

{14) GAOQ proposed that HUD limit its financial assistance to LHAs to
the acquisition of privately owned staudard hous1ng where the supply of such
housing exceeds the demand and terminate the acqu1s1t1on of existing, oc--
cupied, privately owned standard housing which is in the planning or éarly
development stages and use the funds instead to finance the construction of
new low-rent public housing, prOJects or to purchase and rehabilitate existing
substandard housing.

(15) HUD did not agree because it felt that such & practice would be
too restrictive. HUD commented that, despite an overall demand for unsub-
sidized housing In a community, some structures would not meet the demand
for various reasons.

(16) GAQ agreed that, if certain standard housing had a high vacantcy
rate and could be purchased at an acceptable price, acquisition of.such
housing by an LHA would be beneficial. Of the 15 projects reviewed by GAO,
however, all had low vacancy rates. ‘ “

Acquired units are not being _
used to house those most in need
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(17) GAO's review showed that the acquisition of privately owned
standard housing (18) generally had not substantially reduced the number (19)
of families or persons 1living in substandard housing, (20) because many of
the occupants of the acquired housing units had previously lived in standard
housing. Some of the families occupying the acquired units-had incomes
exceeding the established Timits entitling them to public housing. " Also,
some PErsons were occupying units larger than those suggested in HUD's
guidelines. - - :

(21) Because only a relatively small number of the occupants of the
acquired housing projects included in GAO's review had previously occupied
substandard housing, - there appeared to be a need for specific standard admis-
sion policies to insure that those families or persons most in need are given
preference. , o

(22) GAO suggested that the Congress might wish to require'that LHAS
give preference for admission to public housing to bccupants-of private sub-
standard housing over those who are occupying private standard housing.

Hardships to former occupants
of acquired properties

(23) The acquisition of privately owned standard housing (24} has pro-
vided standard housing to certain low-income families (25) sooner than it
could have been provided under the other methods, but it has resulted in (26)
(1) hardships té former occupants to acquired projects who were forced to
move and (2) Tloss of tax revenues to local governments. - {27) In some cases,
the people forced to move were not assisted in relocati (28} although HUD
regulations provided for it. (29) Other displaced o¢Cupafts were subjected’
to physical and financial.hardships. -

(30) -GAO recommended that HUD, prior to apprbving LHA's acquisition of
occupied, privately owned standard housing, require LHAs to adequately -
demonstrate that housing of comparable quality .and rent existed in the area-

‘and that adequate relocation assistance would be available for tenants to

be displaced.

(31) Because it is awaiting the results of its housing studies, HUD
took no action on GAQ's recommendation. ' :

Need to insure that prices of
acquired properties are reasonable

(32) GAO's review indicated that HUD (33) needed to improve (34) its
procedures to’provide adequate assurance that the prices of acquired properties
are reasonable. . (35) GAO recommended that HUD establish appraisal requirements
for the direct acquisition method (36) similar to those established for the
turnkey method which requires that two independent cost estimates be obtained
and provide that the total price be no greater than the average of the cost
estimates. {37) Although HUD agreed with this recommendation, it took no .
action pending the results of the housin; studies. (B-114863, Sept. 7, 1972.)
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Number

Audit Scenario 2
Analysis of Evidence

Evidence Where From

Yes

Records

“Records

Observations
and records )

Observations,
interviews,
and records:

Analyticail

Analyticai
Analytical
Records

Observations,
interviews,

and records.

Records

_Records

Analytical

-

On Which Element

Criteria

Causes

Causes

Effect;

Causes
Effects
Criteria

!

Causes

Effects
Causes

Effects

Performance Auditing

Comments

While not stated
this information
would have come from
laws or regulations.

" While not specifically

stated this information
would come from records
such as laws and regu-

- lations as well as ob-

servations.

This could be background
information. :

Inciudes a conclusion.
Although the method was .-
expedient, the method

is not evidence.

Not  specifically stated
implied ‘in "review".

Conclusion leading up
to recommendation ]

Recommendation

Rebuttal to recommen-
dation

Rebuttal to rebuttal




-
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17,0 Yes  Observations,
interviews,
and records.

Analytical Effects

Records Criteria _ ) Some law or regqulation
must state this

Interviews Causes
Observations,
and records

Conclusion leading up
to recommendation

Recommendation

Records,
Interviews,
and observations

Records ' Criteria _Must be some law or
reguiation to support
“his ? ‘

Interviews, Effects ' . ‘
observations, u

records and

analytical

_ Records : Criteria ) Regulations or laws
Interviews Causes
Records Criteria

Observation or  Effects
interviews

Recommendation
Recomméndgtion infnrmatioﬁ
Records, Causes
observation -
and interviews
Analytical Effects
Records, . Criteria

Interviews, ‘ Iag
and observation
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Recommendation

" This could have been used
as evidence to what was
reasonabie under 34,

General information. .

- Required:

Analyze Scenarios 3 and 4, the ones given in Case V -1 as Scenarios 8
and 9, into the types of evidence. Do it similar to the iilustrations given

above in Scenario V -.2.
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Case V -~ 2. Audit Evidence. ‘ . ) »

 Audit-Scenaric 3. Uneconomical Package Sized Used in a Commodity Distribution
Program.

(1)} 1In an audit of the Commodity Distribution Program of the Department
of Agriculture, GAD reported that savings could be realized if larger package
sizes of commodities are used when possibie.

Criteria used to measure . ' L\
‘efficiency and econowy - - -

(2) The Department of Agrlculture s instruct1on to State distribution
agencies require that, to the extent practicabie, commodities be donated to
schools and institutions in the most economical‘size-packages. {2) When
commodities are available in packages of more than one size, the instructions
require that State agencies requisition the commedities to the maximum extent
practicabie, in large-size packages ---such as 50-pound containers -~ for
. schools and institutions;

Conditions found by auditors

(4) 1In seven States covered by the review, distributing agencies were’
requ1s1t10n1ng foodstuffs for large users in smaii -size packages instead of
large-size packages.

_Effect of the cond1t1ons S

~ {5) A substantial part of the additional costs of providing f]our,
shortening, and nonfat dry milk in small containers to schools and institutions
couid be savec. (6) GAO estimated that, nationwide, for fiscal year 1970 these
additional costs totaled about $3 6 m11310n

Cause of the situation

(7) Agriculture regional officials said that, although'they encouraged
State. distributing agencies to requisition commodities in the most economical
size package practtabie, they had not questioned the propriety of State agencies'
requesting commodities in smali-size packages for schools and institutions and
that they {i18) had not required the agencies to Justify such requests because
they believed the agencies were making the proper determinations as to package
51zes. *

Agd1tors' recommendations

{9) 1In view of the savings available by acqeiring commodities in large-
size packages, GAO recommended that Agriculture take appropriate action to

:  yiass  A95 -
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have regional offices vigorously enforce the requirement that State agencies
requisition conmodities -- particularly, flour, vegetable shortening, and nonfat
dry milk ~- in the most economical size packages practicable. GAO recommended
also that State agencies be required to justify, when necessary, the requisitioning
of "the commodities in small-size packages for schools and institutions.
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Case V -~ 2, Audit Evidence

Audit Scenario 4. State Emp]oyment Program.

- (1) - GAO reported this 51tuat10n where the obJectives of a State employment
program weré not realized.

Goal of the program

. {2) - The Department of Labor's Concentrated Employment Program {(CEP)} was

. designed to combine, under one sponsor and in a single contract with one funding
source, all manpower training and othér services necessary to help persons move
from unemployab1]1ty and dependency to self-sufficiénce (3) CEP seeks to accom- -
plish this objective among persons in a designated target area by (1) making
intensive outreach efforts to bring persons into work-training program; (2)
presenting a variely of job-training opportunities to applicants; ?3) providing
“such supportive services as day care for children, transportation and health
care; and (4).placing app11cants in jobs.

Condition found by the auditor
f

(4) From Dgcember 1968 through February 1970, of the 6,732 persons enrolled
in the program, 3,333 received some training or work experience and 2,586 were
placed in jobs. {(5) -About one-half of those placed in jobs, however, did not
receive any orientation, training, or work experience. {6} Often they were
Timited to the same types of low-skill jobs they held before joining the program.

. (7} -Many placements were only temporary. Only 56 percent of the persons
. placed were employed 6 months later. Many had changed jobs during the 6-month
period.

(8) Many enrollees were p]aced in jobs requiring similar or lower ]eve]
skills than those required in previous occupat1ons Only about one-half of
the JObS increased the wages employees were receiving before entering;the'program.

(9} Job placement was not always related to the type of tra1n1ng an .
enrol?ee received. For example, a person. trained as-a welder was placed as a
" janitor, an_offset printer as a mail clerk, and an automobile mechanic as a
_maintenance man.

el

) Efféct of not meeting thq_gpals

(10) About $14 million was spent on CEP .jn the Mississippi Delta from
June 1967 through December 19?1.

Cause which contr1buted to fa11ure .
to meet the goal e T

T S
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(11)i'CEP'é.effectiMeness was hindered by

{12} -- economic slowdown which closed or cut back
operations of some companies 1n the area,'.

(13) the special nature of the- d1sadvantaged -
residents of the area -- minority group farm-
workers accustomed to seasonql employment,

{14) a stagnant economy,
(is) :an 1nsuff1c1ent labor demand

(16) a labor force consisting largely of black farm-
workers without necessary educat1ona1 and vocational
skills, and ;

‘(1) --.the large area and widely dispersed population

' that the program was trying to reach.

(18) . Increased mechanization has displaced many farm-workers in the
trad1t1ona11y agricultural delta-area., (19) New job opportunities have
been scarce because industries have been slow to come into the delta and
available jobs have required skilis which enrollees do not have and’ cannot
obtain reasonably.

Aud1b0rs' recommendataons

{

. (20} The Congress is' currently considering measures: that will seek to
rev1ta11ze the économy and increase job opportunities in such rural areas as
the Mississippi Delta. (21) The Secretary of Labor should try to improve
the effectiveness of CEP by insuring that skill'tra1n1ng and other manpower :
services are prqv1ded with due regard to the capabilities and needs ofﬁhrogram
participants and available job opportunities and by making all possible use
of work experience programs and other subsidized employment, such as public
service jobs funded under the Emergency Empioyment Act of 1971, for those
participants who cannot be placed readily in jobs. :

Source: op. cit. p.
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Section VI -- The Phases af an Audit '

4 - . ) . E . r .
Case VI - 1, The Performance Audit (The Management Audit) of a Large City
Eﬂrage v ‘ . o . . . L3 . . . . 3

Y up to now, we have been working backwards in expla1n1ng how to make -an
aud1t " Cases and Aud1t Scenarios from the audit report, the final product

were used to‘show that .an audit has three essent1a1-e1ements -- the criteria, '

LS

" the causes, and the effects. Next, we Jearned how to develop an audit .

-

objective, using/{he three e]pﬁepts as .the basis for the objective. We then -
considered the types ef-jhtofmation needed,to allow(ue to come to a-proper |
. conclusioh on. the audit objective. Information, when related to de;eloping
a conclusion on the objective, was called evidence.. These two stepe_in
& developing an audit are called “the_reportldevelopment“ and “the detailed
1 ‘examination" phases of an dudit. ’ _ o
- .+ - ‘We also found that certYin information other than evidence was needed
during these two phases of the examination--background data and reconmenda- * -

,-.

tions, for example. The recommenaat1ons came about as a result of the audit,
't

but™the background data could have been obta1ned,;§nd generally are, during

s

the eurly phases of the aud1t. ' - o«

~Up to th1s t1me we have not 1ndicated how the aud1tor m1ght become in- ~
volved in an audit area in the f1rst place, let alone how he- determ1nes the-
specific audit activity or program he will examine. S0, the purpose of this
section is to allow the Students to find out howlan auditor gets into a
specific area and then comes up With a speci fic audit -objective within. that
@ : ) o

| area. ° ) e T
: ¢ ! g
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..

States and counties have many areas which can be aud{ted--highway;, educa-
tion, welfare, penal institutions, collegiate education, to name a few found
on a state A city likewise has many areas--the police department, the ctty
streets and'h1ghways department, the jeils, the hospitals, the mun1cipal
waterworks or electric works, garbege collection, and edugetipn in many forms.

Thus; one can see that audit areas are oftén related to specific organizations.

Each of these specific ornanizations may have qqtivities; programs, or
'ﬁarte of programs. For exemple, the Division of Administration may'have many .
activities such as accounting and budgeting, auditing, garages, purchasing,
comnuters,~cafeterias and,nersonnei. In addition, each.of these activities
may have ddd1t1ona1 activities under them. For example, a large city garage
"'may have many activities. They may carry out requisitioning, park1ng, stor1ng, )
repairing, d1sposing of new or used parts, and setting standards for usage.

. As can be seen, act1v1t1es are more often than not directly related to a

specific organizational unit. .
5§ . e
e

Programs,'hnwever; may overlap organ{zations. For example, céty hospi-
tals may be‘involved'in‘social counseling. Social coUnseTing may also be e
neSpon51b111ty of the we]fare department The ctty Jaf]s may also have |
"counselors doing soc1g1 cgunse11ng The pol1ce often are involved in some

form of social counseling. If an auditor is thinking of aud1t1ng a pro-
. ) " ' _ ) .
gram of social counseling he may become involved in many organizational units.

Thus, more often than not, prograis overlap organizational units.
To determine how the auditor gets from the broad area down to'the ®

specific aud1t obJect1ve let us first start w1th the organization of the

auditor s office.

“Ordinarily, a governmentatl auditor's office is organized into audit

- *

groups which have jurisdiction over the organizations which they will audit..
Since most governmental organiéations are created fof a specific functionhl
ONno "I

L)

, ' . fi .
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purpose, tnen-most audit groups are functional in nature. For example, a

I,‘spate-auditor's office may have one group in charge of the education depart-
ment, one group the highway department, one the welfare department, and one
having charge of a number of small independent offices.

- Haﬁever, some offices such as the U. S. General Accounting Office, have
some groups organized into program areas, such as the Resources and Economic
Develcpment Division, the Manpower and Welfare Division, and the Federal
Personnel and Compensation Division. Activities in these Divisions would

~ tut across organizational lines of several of the Federal organizations.

For example, Federal personnel programs would cut across organizations in-
volved in both military and c1V111an personnel.

Unless the auditor s office is speCifically organized for program
audits, there is often a jurisdictional dispute among the audit grnupe.

The head of the_audit organization can often soive this problem of juris-
dic;iona] diaputes by having one group not being functionaily organized, but
beind organizedeor the specific purpose of examining the various programs.

" Once this first level of audit choice (or direction of effort) has

been made, and it is usually made 9y the head of the orbanization based on

‘such factors aleegislative interest, doliars spent, number of peopie,
newness of programs, and pubiic interest, then specific audit choiee must
be made as to the next Jevel of audit direction. The GAO-bases this choice
on such factors as: . |

1. Specific statutoty requ1rements for audits.

2. CongreSSional requests
=37 Other ‘commi tmehts

4. Expressions or indications of congressional interest

5. Potential adverse findings of significance
6. Importance of programs or activities, Judged by such measures as
7

size of expenditures, ¥nvestment in assets, and amount of revenue
., Nature. of GAO experience with the agency

D0 4
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8. Knﬁwledge as to effectiveness of system of management control

9, Capacity to develop findings and complete reports

10. Responsibility for making settlements with accountable officers

1t. Status of agency accounting development

12. Other special factors {e.g., establishment of new program).

Sometimes, the individual auditor has no choicg in determining which
‘audit he must make. Such aﬁdits as those required by law or assigned to
him by a Higher level of authority are illustrations of this type. He then
goes through the two audit phases‘discusséd in the'preceding section--the
. detailed examination and the feport. When he'dqes_have a choice, using the
aone or similar standards for that choice,'tﬁen he would go through two
additional phases to determine what audit he should make. These two addi-
tional phases are called a ﬁreliminary survey and a review and testing S?
management control. The entire list of phases of an audit therefore are:

1. The Preliminary Survey

2. The Review and Testinj of Management Control

3. The Detailed Examination ‘

4. The Report.

With th{s liﬁited information concerning the phases 6f'the audit, we
will learn how tc apply the various phases by taking a case composed of four
scenarios, one for each phase. This'should atlow y6u to have a general
understanding of how an audit.is started a;d completed.

In Case VI - 2 we will provide you with a visuai model by which you

should Be Better able to obtain a conceptual understanding of the phases

* of an audit.
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Case VI — 1. The Performance Audit (The Management Audit) of a Large City
Garage.

Audit Scenario VI - 1. The Phases of an Audit -- The Preliminary Survey.

Pretiminary Information. The mayorhand city council of a large city

_ were disturbed over the high costs of service at the city garage. Many
complaints had been made by managers of departments of the various organi-
zational units having to use the garage throﬁghout the city that the costs
for routine servicing of vehicles at the garage were much‘higher than that
which could be obtained at commercial garages. Their major complaint con-
cerned the cost of Eoutfhe servicing. They were not dissatisfied with the
service obéained.Jonly the cost. The costs; according to them, were ex-
tremely high for the service obtained. _ -

The mayor talked to the head of the Audit Department « ~ the City and
suggested to him that he look into the operétions of the City Garage, es-
‘pecially the routine sgr#icing performaan, and report back to him any in-
dications of what couldvbe causing the costs to be so high at the garage. :

B&c&ground Data. The city garage was the only garage the city had for

Sefvicing alt of the automobiles and trucks for the city. It had the responsi-
bitlity for keeping in service thé approximatety 5,000 trucks, autﬁmobiles,'
and other inferna] combustion equipment, such a§ tractors and mowers which
fhe city had. This garagé-provided services to-all of the departments, such
as the pblicé départment, the fire départmgpt, and thé,hjghway and streets
department.. :

This prime responsibility for servicing the aufomotive equipment for the

city included determining requirements, buying, storing, requisition parts

e o 2

-y
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and supplies, establishing maintenance and service standards, repairing the -
eduipment, and disposing of new and uséd parts not needed; It had the full
responsibility for keeping up the equipment once the equipment was originally
purchased until the equipment was finally disposed of.

The garage operated on a revolving-fund basis and changed only the costs
it incurred. It did not attempt to make a profit. Costs included overhead
costs as well as.direct costs. ‘ -

The garage was very modernland had experimented with several types of
parts in order to determine the parts‘ﬁhich would give the maximum service
life for the cost. For example, they had determined that spark plugs with
_ platinum tips lasted five times as long as the conventional spark plug, but
they cost three times as much. In addition, the platinum tipped spark plugs
had a reclamation and disposal value while the conventional spark plugs
cost the garage the time and effort to disﬁbse‘of them. The convenfional
spark plugs vost the garagé $.75 while the platinum tipped plugs cbst the
garage $2.50. The salvage value of the platinum tipped ﬁluﬁs was $.25. 1In
order to make the determination to buy the platinum tipped spark’plugs; they
also had set a standard for usage for both the platinum tipped plugs and the
conventional plugs. The conventional type of plugs was to last 10,000 miles
and the platinum tippéd type was to last 50,000 miles before being changed
at routine servic%ng time.

_The garage serviced the équipment at'regular service periods, both
mileage and time, in addition to servicing fhe equipment a£ any fai?ure. -For-
examplé, automobiles were brought in for rout{ne servicing, including tuning
the motor, every 6,000 miles or six mohths‘whichever came first. Since many

of the automobiles, e.g., police cars, were used 24 hours a day, the average
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“service time on automobiles was'once every month. Spark plugs were one of
the 1ar§e items of parts cost for this routine servicing. 3

The auditors obtained the above information by looking at cost records,
by reviewjng the charter of the garage, and by discussing operations of the
garage with thoﬁe having the'responsibility for its operation. While they
were making a "walk-through" of the garage, they also observed quite a few
spark plugs which appeared to be in or{ginal containers in the disposal bins.

According to information furnished by the requiré;éﬁts group, most of
the plugs used were of the platinum tippedlvqriety. During the'“walk-tﬁroﬁgﬁ“
they also not%ced théf most of fhe plugs in the disposal bin appeared to
show little wear gnd appeared aimost new. )

Required:

Several possible audit objectives can be determined from this back-
ground and general information. List as many as.you éan. Be sure to include
) all three elements in your tentative objective. You may have to assert

various elements at this time since evidence has not been obtained on each
“of the elements.

Since the mayor was more_concerned with routine servicing, also keep

your tentative objectives directly related’fa the servicing costs.

VI.’Q.GG 2:‘)5» |
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Case VI - 1. The Performance Audit {The Management Audit) of a Large City
Garage.

Audit Scenario VI - 2. The Phases of an Audit -- The Review and Testing of
Management Control.

You should have been able to identify several possible audit objeétives
from the preiiminary‘and background information furnished in Audit Scenario
"~ - VI-1. Three of the possible audit objectives could be: ’
1. Have the mechanics failed to return to stock {causes) platinum
tipped spark plugs which are over their needs {criteria) at a loss
to the city of $2;5b_gach {effects)? )
{Auditor observed p1u§s=1ﬁ disposal area in factory sealed. containers)
. 2. Ha_ve—'ae mechamc& r‘eplaced plugs {causes) before obtaining maximum
service life from the plugs (criteria) at a loss to the c1ty of $2.50
for each plug replaced too soon plus all of the costs of buying and
:stor1ng the .additional plugs (effects)° _ _
(Auditors observed plugs in disposal area which appeared to have rela-
tively ]itt]e,use); |
3. Have the mechanics failed to uée conventional type plugs {causes)’
in p]éce of platinum tipped plugg whenever possible (criteria) at a

savings to the éity_of'thé difference between the cost of the conven-

" “tional plugs ($.75) and the platinum tipped plugs ($2.50) plus the
additional costs of purchasing?

_ (Auditors were told by the requirements group‘that most of the plugs-

.. -‘ used were 6f the plat%num tipped type).

VI.9.67 -2N9
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The auditor at this time must make aldécision whether he wants to use
~any of the possible objectives or start all over. Most decisions of this
type are based on the possibility of the significance of the effects. Ob-
viously, the ;econd and third possible objectives would have the probability
“of greater significant effects than would the first one.

Since the purchasing and storihg group atready had a sufficient stock
on hand 6f the ptatinum tipped type, greater savings might be made from
Item 2 than from Item 3. The garage wogid have to order a sufficient
quantity of conventional ptugs immediately if this objective were chosen '
and the question in the objective was answered in the affirmative.

. So, for learning purposes, let us continue the case based on the
- possible audit objective #2. _

Obviously, each of these possible objectives are only possibilitie;,
not anything firm at all. Before he knows whether he should go into the
detailed examination the auditor must find out whefher he has alcriteria
that the garage would accébt, whether the effects actually would be signi-
ficant, and who caused_ the problem.

To do this, he then would have to gathier additional background data

when necessary and some evidence from actual operating conditions (called ‘
management controt).

No additional background data need be obtained at this time.- But ‘the

examination. He does not need much evidence at this time. He cnly needs.
just enough on each element of the audit objective to .convince him that it
is worthwhile to continue the examination. The process of reviewing manage-

Y

ment control is to follow a transaction through the management control sys-

V1.9.68 )
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tem, that is, start with the determination of requirements; look at the
pdﬁchasing; the storing, and the issping of spark plugs; check the servicing
records as well as observe the actual servicing conditiong; and then observe
the disposal process. _ |

Some of these transactions, such as the disposal process, had already
been acpomplished during the pretiminary review phase. So the auditor
needed to obtpin evidence on the tentative objective from each of the other

sources as he follows the transaction.

Evidence Obtained. The auditors reviewed the records whfch the re-
quirements group u;ed in determininp how many spark plugs needed to be
ordered. These records showed that the average servicé ]ife.of the platinum
tipped piugs ranged from 6,000 to 10,000 miles, baped on the normal service
life of their use in the automobiles. They‘also reviewed the purchasing
'groupq purchase orders based on the requirements. These showed that orders
were'optstanding based on the 6,000 to 10,000 miles of usage.

The auditors reviewed the appropriate technical manuat on spark plug

-

“usage which “showed that—30;000-mites of usage was the minimum desired ser-
vice tife from the platinum,tipped'plugs.

The records atso showed that 5,000 automobiles and trucks were given
routine service.maintenance several times during the year. Most of the
trucks and automobiles were six or eight cylinders.

From watching the mechan1cs service an automob1le, the aud1tors ob-

served that the mechan1cs routinely changed the plugs eveny time they ser-
viced an automobite.
_;Reguired:
t. Determine whether the auditor would have a firm audit objective.

Remember that to have é'firm objective the auditor would have to have a

St
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fairly good indication from the evidence obtained that the criteria are-
firm, somebody caused the resuitsr and the results could be significant.

- 2. If you conclude that the-auditor would héve_a firm audit objec' ive,
state the objective. If he does not have a firm objective, what additional

evidence would be needed for him to come up with a firm objective?
. A
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Case VI -~ 1. The Performance Audit {The Management Audit) of a Large City
: Garage. ; ‘

Audit Scenario VI - 3." The Phases of an Audit -- The Detailed Examination.

L

zFrom the evidénce givgn, you should ha?e been able to come up with a
firm audit objective. Up tq\thi;htime you have not needed much evidence, just
enough to convince yourself, as an auditor, that the examination should be
continued. _ . ‘

The records evidence from the technical mqnua]‘on spark plug usage
shoutd convince the auditor that he: has a reasonable and firm criteria of
30,000 miles usage from the spark plugs. “
) . The evidence fron the records of the requiremefﬁ’ts.”gr'oup‘and the pur-
chasing.group showed that thedatt%ons of the mechanics were contrary to the

_"standards of the techmical manual. It also showed that the actions of the

-

' requirémehts group in determinjng requirements and the actions of the pur-
" chasing groupijn buying spark ptugs were based on the actions of*the me-
_ chanics. )
The auditor wghld have to make an analysis to come up with evidéncel
on the effects. If the garage seréiced 5,000 automobiles and trucks .

approximate]y-once a month, every 6,000 miles, and the mechanics reptlaced

the plugs each time the vehicles were Eerviced, then they would replace’
between six and eight plugs per vehicle per-month. If the mechanics were
veplacing the plugs every 6,000 miles and the manual said every 30,000

miles, then they should get 5 times as much usage from the plugs or 4

addi;ional periods of usage. The analytiéal evidence would show that about

-
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$1,000,000 per year could be saved (5,000 vehiclies X 12 times x 8 cylinders
x $2.50 cost of the plugs x 4/5 = $1,000,000. If 6 cylinders were used in-
stead of 8 cylinders, the savings would be $720,000).

This obviously is enough to convince thé auditor to continue,.bug the
evidence is not sufficient Fo report. to the mayor and city.council. There
are stiil too many missing iinks. He must gather sufficient relevant,
matéria%, and competent evidence on the objective to convince whomeve; hé'
is reporting to that the criteria are‘reasonqb1éi ﬁcceptabie,'gnd appropriate;
that he can identify the Sbecific action or jack of actfon which calised the
result; and that the effgcts are significant. The audit chjective would be
stated somewhat as foi]ows;

Has the City of X's G;rage, by the mechanics changing the platinum
tipped spark plugs every 6,000 miles, the requirements group determining
ghe requirements based on the-actual usage of 6,000 miles, and the'pur-“v
Fhasing group ordering the spark plugs based on the requirements gréup's
determination (causes), lost over $1,000,000 each year (effects) by the .
hephaniﬁs not using 30,000 miles as the basis for changing spark plugs,
the requirements group not detenmining'requirements based -on 30,000 p]uﬁ
' 'm{les of usage, and the purchasing group not ordering the spark plugs based
on the réquirements group's determination of 30,000 plus miles of usage

(criteria).

Gathered Suff;Eient Relevant, Material, and Competent E£vidence on the Objec-

tive to Come to A Conclusion. The auditors cbtained reports of tests made

byhtéchnicai personnel which origihai]y'cbnvinced the garage that they. should
use'fhe platinum tipped piugs. This report showed that the plugs would give

a minimum of 50,000 milés qf wear. The auditors also obtained from the
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Q
gaﬁage manager the names of other garages using this particular type of -
plug and after contacting them found that the piugs, once placed in the
car would Jast the life of the car, up to 200,000 miles. They said_ they
had not used the plugs in'any vehicles over 200,000 miles. They also said
thatnto obtain over 300;000 miles of wear from the piugs, that they used an
inexPensive cleaning and gapptng machine to clean, test.and regap the piugs.
The biugs then lasted until the car was sold or traded in for a new car.

The auditors also discussed with the mechanics the reason tor dis-
carding thelpiugs and replacing them with new.biugs whenewer_the cars were
brought in for servicing. The mechanics said that they had always done
this for any caf they serviced and saw no reason for not continuing. When
asked whether they knew the spark piugs they were using were speciail spark
piugs and that they wouid last for at jeast 30, 000 miles, they'said that
" they knew something was different about them but to them they were just
spark plugs-. '

In discussing the reason for not obtaining more miieage froh the,oiugs
with the supervisor of the mechanics, he said that his mechanics were, well
‘trained mechanics ‘and he accepted their opinion onﬁwhether the spark plugs
needed replacing or not.

: , LY
'According to-the requirements group the spark-pl%gs wele a speciai

—

order and therefore a year $ supprnmust be kept on hand at ail times. Eveny-

$iX months the purcha51ﬁﬁ‘ﬁ?ﬁﬁﬁ‘ﬁoUTﬁ_order—a—suff1crentramount—te—keep_the__"
m1n1mum of a year's suppiy by repiacing the. amount’ used the Previous six
months. In an interview with the purchasing group they said that they were
Just gett1ng ‘ready to place an order for another six month' s suppiy based on
the requ1rement group s determination that the spark piugs had only been used

_ for,G,OOO miles. The order, according to the purchasing agent amounted to -

215
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about 200,000 ptatinum tipped spark plugs at a cost of-about $500,000. - .\-
Ueen seeing fhe computations of the'aud{tors, the purchasing group_

said they would defer.placing the order-until further notice from the

requ1rements group. Required ‘ '
1. From the evidence obtained, what conCIUS1on would you come to -on

the audit objective?
2. State your conctusion 1n a summary report form along with sufficient

evidence to support your conclusion.

e ———
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Case VI - 1. The Performance Aud1t (The Management Audit) of a Large City
e * Garage. ; /

Audit Scenario VI-&4. The Phases of an Audit--The Report..

Most auditors would report on the audit in a manner somewhat as‘jiven
in the following sufmary. Obviously, the auditor ﬁpu}d have tp include
much mpre'detail than thaf showp below. However, suf%ieient evidence is
avallabge in the work1ng papers to support the following conclusion.

‘ OQur aud1t d1sclosed the practice of mechan1cs in the garage
changing h1gh-serv1ce-l1fe spark-ptugs during each routine mainten-
.napce,,about G,OOp mi les and once a month, instead of obtaining the
required service life of 30,b00 miles and the expected servige life

“of 100,000 to 200,000 miles. Failure of the mechanics to obtain the
desired or expected serviee‘life-from the high-service']ife spark .
resu1ted in an oversfatement of requirements by the'garage and thus
the purchases of the plugs by about $800 000 per year, the 1ncreased
cost for the rout1ne serv1c1ng of each vehicle by about $15 - $25 or
$[80 to $300 each year; and an oyerstocked inventory of about $1,0h0,000.

' Purchasing ovffiq{als have already-obtained and-"iqyentory officials
already.have on hand suff%éient spark plugs to tast for several pears'

‘. using the desired or expected service life. * Purchasing pfficials have

. informed us -that they are deferring buying any more spark .ptugs, about = °

LY

$500 000 worth.

. T _ Our recomnendatiq'n to the garage is to have the officials %n charge
: ‘< inform the mechanics that they are not to change spark_plugs.ever rou-
| o “ . .
o | | e Vi 21
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tine servicing period. They should require the mechanics to be sure
the plugs obtain the maximum éefvice 1ife before changing them.’ With
this immediate change, the reqﬁirementf gfoﬁp would base their require-
ments on ;he actual service life, wﬁich should be between 100,000 and
2003000 miles, and thus immediately inform the punchésing group to buy
‘ ff no ﬁore spark plugs until those on hand reach a desired level. yith‘
| these changes, the garage could théh immediately rediuce the cost of
routine maintenance.
> Required:
T : o 1. Analyze the above report. Approach your analysis on the basis

of management contro! and also on the basis of accountabilfty. Is there any -

easy way to telﬁ the garage that they are doing wrong?
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Case VI -- 2. A Model for the Phases of an Audit.

The following mode! -- Chart VI - 1 --has been réproduced with permission
from the book by Leo Herbert on "Performance Auditing.:

Required:

From the informatidn given in each of the Scenarios in Case VI-1, try

to fit that information into the model.

219
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A CONCEPTUAL MODEL FOR AUQITING RND COMUNICATING
. INFORMATION ABOUT AND TO HANAGEHENT

THE AUDIT
Phase 11

Delimit Objective

phase |
Define Possible Objective

______IHE%ﬁyllﬂqﬁﬁllﬂﬂ________
ase 1V *

Phase ITI

PAFulToxt Provided by ERIC

Consider Alternative Objectives

Come to Conclusion on
Dbject1ve

Report Conclusion

The Auditors:

[} Should obtain background
information on the ¥rea
being considered,

{2) should obtain evidence on
one Or. more or the elements--
criteria, causes, or effects--
of a possible audit objective
in the management ‘process

‘being audited: *+-

(a) By analyzing background
data,

{b} By interviews, records
examinations, or obser-
vations,

(3) fhould assert the other
element or elements to
ihave a possible audit
objecti've,._,_ ’

{4) Should assert alternative _
criteria and other elements to
establish possible alternative
obJeCtIVeS‘

{5} If possible alternative oOb-
Jectives are to be considered,
should obtain evidence on one
or more elements of the Possi-
ble alternative audit objec-
tive when no evidence has pre-
viously beea abtained,

(6} Should summarize evidence
and assertions,

{7) Should conclude from evidence
and assertions that they:

(a) Should go to Phase 11 on
the audit cbjective or,

{b} Should stop.

The Auditors: -

li}-Shouid obtain additional
background Fnformation

on the managemant area

being reviewed,

{2} Should obtain sufficient
evidence on audit Objective
to determine either:

{a) That there could be a
reasonable and firm
criteria,

(b} That action or 1aéka£\‘
action at one or more
levels of responsibility
could cause an effect,

{¢) That the possible ef-

. fects could be signifi-
cant, or

(d} That evidence could not be
obtained on the three ele-
ments of the audit objec-
tive,

- {3} Should summarize the evidence

obtained,

(4} Should conclude .whether the
evidence warrants that they
(a) Should g to Phase 111,

(b) Shou1d stop.

The Auditors'-
TT) 3hould ocbtain additiona1
background information
(2) Should obtain additional
evidence on the audit objec-
tive to determine:
{a) The acceptability and
appropriateness of cri-
teria and that any argu-
ments agdinst acceptability
and appropriateness of
criteria can be rebutted.
{b) The specifi¢ action or’
lack of action at levels
involved which caused
the effects,
(c¢) The significance of the
effects, or
{d) That for the audit cbjec-
tive, no appropriate criteria,
no determinable causes, Or no
significant effects can be
determined, .
Should sunmarize evidence 1in
terms of criteria, causes, and
effects, |
Should conclude from the sum-
marized evidence that the effects
are significant when the results of
the actions are evaluated against the
criteria, and,

If the evidence supports the conclusion,

should report finding,®Phase [V, or,
1f the‘evidence is not sufficient to
support conclusion:

(a) Should obtain additional evidence
to support conclusion, and report

finding, or,
{b) Should stop.

The ﬁuditors:_
+ 1T} Should obtain.additional

background Information
needed to communicate
conclusion on audit objec-
tive examined in Phases I,
11, and TII.

{2) Should communicate the

conclusion to the audit

objective:

(a) Should set the scene
through the use of
background data and
statement of the audit
objective,

Should provide reader
sufficient evidence

on criteria, causes, and
effects to let him come to
the same conclusion on the
audit objective as .the
auditors,

{3) Should provide recommendations

to the proper levels of manage-
ment tO carry out criteria as
standard for future management
actiens,




SectiOn VII -- Performance Auditing for Improving Management s Efficiency
and Economy -

Caee VII - 1. Increasing Revenue from Self Assessment Taxes -~ State of ABC.

Audit Scemario 1. Preliminary Survey.

Preliminary Information. In news releases and official position papers

reteased by both the Governor's 0ffice ane both houses of the State Legis-
lature, they indicated that both the Governor and the State Legistature )
were interested in inproving the revenue position of the State of ABC. In:fwf
dications were also given that heads of State agencies were compla1n1ng |
that they had too much to do without the resources to do it and they needed -
. - increased appropriations. ' B -
According to comnents made by bnth parties including the Governor,
they had come to the conclusion that it was politically inexpedient to raise
taxes at the present time althougp they needee additiOnal revenue. [t 0 |
fqrtner complicate the situation, many taxpayers were complaining that vaxes
wére too high and some taxpayer groups were talking about pushing for re-
ducee taxes. :. '
The State Auditor's staff had read and heard the comments of the & = ¢ -
Governor and the legistature and decided that they had bettér have eome_ J

J/' information on the subject before either the Governor ¢r the legislature tL

X asked them what they had done. B _ , e

o ’___._-_-\_“_-_._-_

The staff which had the responsibility for auditing the Organ1zat10ns
. concerned with revenue and taxation met-with the State Auditor and dec1ded -

that they would, with his approval, 1ook into the matter immediately. -

o+
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Background Information. By reviewing the laws, legislative history, .
and regulations of the Department of Revenue of the State of ABC, the
auditors found that the responsibility for collecting ail self assessment
taxes fdr the State had been given to the Department of Revenue. The law : ;
also said éhat alt tax returns must be kept confidential. So, in gafhering
background information, the auditors decided not to Took at any tax returns.‘ !

At one time, t“; State had collected real property fakes. But, when
the State began to collect 1ncome,-sales; and personal property taxes they
had retinfuished this source of revenue to the cities and the counties. -

So, almost all revenue sources from which the Department collected
revenues were currently under a self assessment system. A self assessment
system meant that the taxpayer originé]ly determined whether he must file
‘a return and establish the tax due. The State did not do that for him as ¢
is normally done under an ad valorem tax system. .

The Department of Revenue had collected the following revenue from the
indicated sources during the preceding fiscal yearﬁ

Table I
Sources and Amounts of Revenue
Fiscal Year 19XX
(Amounts to Nearest Millions of Dollars)

. 1. Sales Taxes ' - $450, 000,000

2. Individual Income Taxes

a. Resident $350,000,000
b. Non-resident 50,000,000 | 400000, 000
3. Corporate Income Taxes ' ‘IS0,00Q,OUO

4. A1l other revenue sources in-
cluding unincorporated business,

personal property, gift, estate, : .
inheritance, liquor, and to- ' : |
bacco taxes and grants - 100,000,000
0 :
' oo $71,7100,000,000
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The Organization Chart of the Department of Revenue is shown in Chart I

with a statement of the duties of the various offices and diﬁisions.

Chart 1

Organization Chart

Department of Revenue

State of ARC

Commissioner
. of
Revenue
J ~
Deputy
Commissioner
of
Revenue
[ 1 - | i
Office of 0ffice of ‘Data Systems Tax 0ffice of
- General Administration Division Administration Treasurers
Counsel Division Division

Prepares Personnel Records of Assesses Audits Receives
Interpre- Internal Taxpayers Taxpayer Dis- all revenue.
tation Accounting and Payments covers and Transfers
of Laws Records - fcilows up on to State
Prosecu- General non filers. Treasurer's
tor's Tax Auministration Audits tax Revenues
Delin- returns Office.
quents Enforces  pay-

ment of delin-
quencies

July 1, 19XX
Approved
John Doe
Commissioner

The authorized_hositions'and fund allotments for the various offices

and divisions were as follows:
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Office of Division Authorized ~ Amount

positions Alloted
. (Nearest 10,000)

Office of the Commissioner '

of Revenue 8 _ $ 160,000
Office of General Counsel . 25 . 440,000
Office of Administration | 50 900,000
Data Systems Division 97 2,000,000
Tax Administration Division 350 5,900,000
Office.of Treasurer ' 100 1,600,000

Totz? _ 630 , $11,000,000

The Tax Administration Division is the organizatibn principally re-
sponsibte for assuring compliance with the tax law. It informs taxpayers
of the laws and regulations and assists taxpayers in the preparation of
‘their returns. It-also follows up on non-filers and audits tax returns.
It is organized as shbwn in Chart II. -

Chart II
Organization Chart

Tax Administration Division
iDepartment of Revenue

Director
Tax Administration
Division
Tax.Compliance : Rpgistration'Section Tax Auqits Section
Section .
o1 Assists Tax- Registers Taxpayers Audits Tax Returns
payers Foltows Up on Non- : , ’
Informs Tax- Fiter o -
payers Coltects Detinquent - ’ : -
Prepares Forms Taxes
& Instructions
ey
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. . The auditor obtained articles eihq,sbooks on self assessment taxes and
found that the assumption behind self gﬁsessment taxes is that individuals
will (1) voluntary follow the Taws, reguiations, and related assessment
instructions, (2) filé proper tax returns, and (3) pay taxes due. Further
information stated that voluntary compliance wifh self-assessed taxes re-
quires adequate information concerning laws, regqulations, and prepgration
of tax returns. Unlpss provided adequate information, taxpayers often

neglect to file returns or file incompiete returns. Also, unless informa-

F

tion and forms are understood the taxpayef often is turned off and néglects to

file a return. Withholding taxes often helps to collect some of these

taxes but does not hélp when the taxpayer works in other jurisdictions or

is not an employee. |

During the auditor's walk through of the activities of the Department

. of Revenuz he observed several people talking on the telephone. Upon

‘questioning the employees concerning Fﬁeir activities, the& were told ‘that

they were answering questions concérning preparation of _'i ndividual income

and business sales tax returns. They also stated that they had several

questions or statements that seemed to come up from every taxpayer requesting

information. They alwéys stated that income tax forms did not agree with

the Federal faxing system and the copversion problem was extremely difficult.
They also said thaf the instructions for filling out both income.and sales. (; -,
tax returns were difficu¥t to understand. And the Eomment con§tantly madé
was that even though thej filled out the form in the best manner they knew
how they were not sure that their tax was computed properly. ]

In the Data Systems Divi#ion a copy of the latest list of individual

. ’ and corporate income and sales tax taxpayers was shown to the auditors.
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The Director of the D;l vision said that he was a long ways from being sure . -
that the 3istjpf taxpayers for any of the catedories was compiete. He
said that the computer was not prograhmed to relate sales taxes to business )
income taxes or franchise taxes. Nor, was he abie to compare Federai tax
returns on the computer with State tax returns. He aiso said he was un-
able to relate withholding taxes on the comphter with the return. He said
. that it wnuid-take oniy a littlie more time and effort to program tﬁé com-
puter to do so. He therefore was not sure that ail of the taxpayérs had
filed or who shouid have filed. _
Whiie passing through the Tax Administratioﬁ Division, some of the
tax auditor's commented that they thought they had donelén outstanding
job of audfting tax returns. The external auditors were given a stafe?
ment of collections during the past two years of sales taxes and,incomel
taxes collected as a resuit of the audit program (See Table II).
Réquired:
From the preliminary information and background data given and froin
your own knowiezge 6f state income anﬁ,saies taxes, identffy as many
possible audit objectives as yod can for 5ncreasing revenues for the - .

State of ABC from the seif assessment revenue sources. .

™

+
—
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TABLE 11 :

Tax Administration Division

Audited Returps, Additional Revenue, and Hours

Type of Return
Individual:
Audited Returns

Audit Revenue
Audit Hoprs

Withholding:

Audited Returns
Audit Revenue
Audit Hours

Corporation:
Audited Returns

Audit Revenue
Audit Hours

Unincorporated Business:

_ Audited Returns
Audit Revenue
Audit ﬂours

Sales and Use Tax:
" Audited Returns

Audit Revenue -
Audit Hours

For Years 19XX and 19XX-1

19XX

25,000
$2,400,000
65,000

800
40,000
1,700

2,100
1,300,000
8,000

800
165,000
2,600

700
1,900,000
30,000

19XX-1

23,000
$2,200,000
62,000

900
160,000
2,000

1,700
1,400,000

7,000

700

75,000 -

. 2,260

800
1,700,000

40,000

5
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Sect1on VII -- Performance Auditing for Improving Management S Eff1c1e__y
and_Economy.

Case VI1 - 1. Increasing Revenue from Self Assessment Taxes, State of ABC

Audit Scenario 2. The Review and Testing of Management Control.

In Audit Scepar{o 1, the prelimiﬁary survey phase, the student should
“have come up with at least one tentative audit obective and possibly
several more. He could also have made:individuai objectives or he coufd
have made one combined obJective, in a very tentative form, such as_the
following: '

Can the Department of _Revenue throughvimproving the Statg'g self -
assessment taxing s;stém-(caﬁses) increase state revgnue'by.as much as .2%
or $2,200,000 (effects) by: (1) identifying and following dp on. non-filers,
(2)'improving the ease with which taxpayers fill out the forms and PrePE:e
the return, (3) relating Federal forms to state forms,-(4) retating Federal
taxes with State taxes, (5) providing adequate assistance]to the taxpayer
in the preparation oﬁ his retqrn, aﬁd (6)hjncreasing,theénumber of returns
audifedl(criteria)? . A

Each of the above criteria could have been used as a basis for a sep-
arate objective. Causes and effects, in this situat1on relate directly to
each of thegrriteria. In th1s scenar1o then, only one audit obJect1ve
needs to be stated. If causes or effects were reiated to more specific
individuals or groups or to'$pecific amounpélthen separate objectives
should have been stated. -

J 299
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To keep this case within workable limits, all criteria have been re-
lated only to sales and.income taxes: ‘

'As has been said several times, this stated,objeétive is only a
possible or tentative objective. Before the auditor would put forth much"

effort to obtain detailed evidence on the objective he had better be’ sure

~ he has a firm audit’ objective. To firm up the objective, the augitor wi?l

have to have some evidence on each of the elements of the objective. He -

might also want to revise the objectives based on any additional evidence

or information he obtains.

To obtain the evidence on thelelehentsfbf the-tentative'quective he
will review and test the actual operations of the tax assessing andlcollec;
ting system. This process of testing actual traﬁsactions isloften called
"The Review and-festing of Management Control."

Additional Background Information ' R

Hhen‘the auditors started to<review the management control system by
test1ng a few transact1ons from beg1nn1ng to end in order to collect eV1-I
dence with wh1ch they could come up w1th a firm objective, they were inter- ;
ested in lookingfat a few tax returns. What they wanted to do was follow
the process of the return from (1) the development of the tax form and .
instructions to (2) the original preparation 6f the return--with assistance
when given--to (3) the return Coming in to (4f tﬁe'tax collecting system,
to (5) the relating of the taxes assessed with w1thh01d1ngs to (6) the re-

lating of taxes assessed and co]]ected with other related systems, to (?)t

. the computer processing of the returns, to (8) the auditing of.the return,

to (9) the determination that taxes were collected from all taxpayers re-

quived td file, ‘and tb (10) the collection of de11nquent'taxes.
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They were immediately told that the law setting up the Department of
* Revenue' specifically stated that only certain persehgﬂhere allowed to Took
‘ et individual tax returns.t And, according to their General Counsel,_eut-
side auditors were not included in the category of those who were allowed
to examine the returns. | _
So they had to adopt new techn1ques to gather the evidence needed.
S1nce the purpose of the review and testing of management control is
to firm up the audit objective, and.not to go'into a full scale examination,
they only ‘needed sufficient evidence from the hanaﬁement control system to

determine whether to proceed with the audit or whether to stop.

Additional Evidence | . -

Tax Forms and Instructions. The auditors reviewed the forms and in-

str:it}ons and fbend they had difficulty re]ating the forﬁs to the instruc-

tio They also determ1ned that no relat1onsh1p eX1sted between the

Federal forms and the State forms ' . e

7

f> 0r1g1nal Preparation of Return. S1nce the auditors: were unable to

look at the tax returns and relate them to the ass1stance given, they- de-
cided to telk to several individuals and business managers in order to
obtain their views as to the problems invoTved in the QSsessment of their
taxes and the Preparatienﬂof their returns. Some of these views were as

follows{

1. "I do not reside in this state. Since my employer withholds
for both states, 1 have asked him to withhold for the State in which
I reside. My state makes it easy to file a réturn. A1l I do is to
'take my Federal return's adJusted gross income and start from there ™ -

2. "I.can‘t quite tell exactly how much sales taxes I should -
colJect For example, do I ‘collect sales taxes on patent medicines,
since medicines are exempt. The instructions are vague. I haven't

: beeR qust1oned on my views so. I guess-1 have been doing what is
right. D

*
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3. "I have a small business and don't make much money. I'm
sure the State would not want me to pay a small business tax or even
income “taxes."

4. "I have not had much trouble paying my taxes. I go down to
the Office of the Department of Revenue and they help me file my re-
turn. ‘But, it does seem to me that they are more interested in col-
lecting the maximum tax than in helping me file an honest tax return."

5. "Every time I turn around, the auditors are examining my’
sales tax return. They haven't collected any additional taxes in
five years. Why do they keep examining the same individual?

6. "It seems to me that the instructions should have some
tables to help me know if I have computed and paid the right tax."

Returns Coming into the System. The auditors observed the returns

1

coming into the system in total but were unable to follow individual re-

turns in the system. They did observe that the'procedures appeared satis-
factory and were in accordance with good inté}na] control procedures.

Computer Related Efforts. . The auditor had been told during the pre-

liminary survey that the manager of the division felt that there were many
problems in the computer related efforts. He Sould not relate withholding

taxes to the ‘tax form, the federal return with the state return, business
. . 7
" taxes to sales taxes. - | s ‘

Auditing of the Returns. One of tﬁe tax auditors showed the auditor

that the number of-tax'audits he made had been going5up steadily but he
had no increase in collections as a result of the fhdits. He said that he
was allowed to choose any taxpayer's return he wqﬁted to audit. But, he
continue&,-if they start.judging him on the amoght-of taxes collected in-
stead of the number of*returns he audits he iquoing to be in trouble. He
sﬁggested that the department obtain fnformat%on on which types of returns
need to be audited in order to produce-the gfeatest i%pfovement in taxes
collected. He &1so said-that he had a backiqg of audits he wanted to do,

~and was certain that the audits would increase the revenue, but did not
2D
|

]
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have the time to do them if he wanted to keep his production quota up to
“the standards that he thought he should. He.said that as far as he knew,

desk audits were not considered in the number of ahdits made and he knew

of no one making desk audits.

Finding Non-filer;. The tax auditor in charge of the section per-
taining to finding taxpayers wﬁo did not file returns said that they made
a determined effort to locate every taxpayer who should file and did not
file. He said this was done by developing internally related information
. on non-filers. He also said that they were not allowed to go outside of

the Oepartment to gather information on non-filters. He also said that as

sl

far as he knew, the Department had never made an attempt to determine

_ &
whether non-profit organizations should pay income or sales taxes.

ICoIIection of Delinqgent Taxes. According to the section dealiﬁg with
detinquent taxes, delinquent taxes arise because of a person filing a re-
tu;n and not paying the taxes, additional aséeésments of .taxes upon audit,
eérror in the return which causes an additional assessment, businesses
which have collected Sales and withholding taxes and then not pPaying or going
out of business, and estimated taxes never paid.

He gave the auditors a copy of the information‘éﬁncerding the delin-

quent taxes collected during the past two years. {See Table II.)

Table II
Delinquent Coliections
Action _ Number Amount Number Amount
S 19XX 19XX-- 1

-CQIIected - 22,000 $7,000,000 18,000 $6,000,000
Written Off : 8,500 800,000 8,000 800,000
Collected from prosecution . 90 800,000 200 1,000,000

~ ] Co VL9905
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o Required: . -

/,,__,/jj ngelop a firm audif objaective, in-so-far as possible, concerning

‘evaluating the Department of Revenue for the possibility of increasing

revenues from the self assessing tax system of the State of ABC.

V1.9.91
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Section VII -- Performance Auditing for Improving Management S Eff1c1ency
and Economy

Case VII - 1. Increasing Revenue from Self Assessment Taxes -- State of
' ABC.

Audit Scenario 3. The Detailed Examination.

Upon testing the management control of the Department of Revenue, the
auditor could refine his possible audit objective into a fairly firm audit
objective. He might want to add additional criteria whicﬁ would improve
the original tentative objective.

A possible objective would be stated somewhat as follows:

Has the Department of Revenue of the State of ABC collected {causes)

within $5,000,000 of the maximum revenue which should have been collected
(effects) by:

1. Having made it’easy for the taxpayer to file his-income or sales
tax returns through:

a. Revised state income tax forms wh1ch I1e into Federa] income
tax forms, :

kY .
Properly communicated information concerning tax laws and
reouirements concerning: (1) resident taxpayers, (2) non-
resident taxpayers, (3) .individual taxpayers, (4) corporate
taxpayers, (5) unincorporated bus1ness taxpayers, and (6)
sales tax taxpayers, and

Adequately- provided help for taxpayers in filing their re-
turns either as instructions to forms or taxpayer assistance.

2. Having made it difficult for a taxpayer to not file and accurately
assess his taxes either for sales or income taxes:

a. By having developed computerized lists of taxpayers who have
had income tax withheld and
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(1) ReIat1ng I1st to Federal returns when po*:ible
(2) Ident1fy1ng and following up non-filers,

b. By having developed computerized lists of sales tax tax-
payers and matching returns with list, .

c. By having developed lists from inside and outside the Depart-
ment of sources of possible taxpayers who are presentIy not
paying any of these taxes,

d. By having promptly determined whether a business is non-
profit and therefare exempt from income taxes but not sales
taxes or profit an ;IiabIe for both sales and income taxes,

e. By having field audited returns selected by computer from
standards which determine the possibility of maximum. béne-
fits for dollars invested, s

f. By having desk audited selected random returns and notifying = .
taxpayers that their returns have been audited and accepted
as correct or additional tax is due, and ,

g. By having immediately started collection procedures when a
tax becomes deIin?uent.
Criteria)

Evidence Gathering, Analyzing, and Summarizing

Tying in to Federal Returns. The auditors obtained a special report

prepared by a committee for the Comm1ss1oner of Revenue. The report recom-
mended that the State adopt a program which would relate the State income
tax law directly to the Federal income tax law. Before this could be done,
however, it would be necessary to revise the current State-Iaw. :T'
The report estimated that from taxpayers currently filing fefurns tberé“
would be no direct increase fn revenue by amending the law and making fhe
state income tax prﬁvisions'cqmparabIe with the Federal provisfons. It did
estimate, however, .that because of the ease of preparation of the returng
by the taxpayers from the ?eviséd forms, taxpayers who at presenf did not
file because of the complicated tax returns and instructions wﬁu?d paylan -

additional $500,000 per year.
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Properly Communicating Information and Assisting Taxpayers. As was

found in the preiiminary survey, any self assessing tax system demands that
the taxpayer understand the purpose behind the tax iaw and the procedures
for accompiishing the purpose. Since the measure of success in any self‘
assessment tax system is voluntary compliance, then the measure of volun-
tary compliance will depend upon the knowledge of the law, reguiations, and
enforcement procedures of the taxing system.

A self study of the Department of Revenpe_hade approximateiy five
years previously, and when the assistance program was first started, showed
that the revenue of the State would increase a minimum of 3% if the infor-
mation concerning taxes and the tax law were widely distributed, if the laws
and reguiations were thorough]y understood, and if the forms and instruc-
tions were understandable and npt too comp]ipated. A limited review of the

forms and.instructions showed that almost any high school graduate and most

college graduates had difficu]ty in understanding the instructions and

prepar1ng the returns. _ -

The auditor found the Department had done very 31tt3e in the way of:

1. “preparing and distributing information which communications and
news media could use to publicize the individual income tax, the
sales tax, and the availability of tax assistance from the Depart-
ment,

2. providing instructions and training to selected state, city, and
industry emplioyees to enable them to help their fellow emplioyees
prepare tax returns,

3, discussing tax matters before trade associations and professional
groups, and

4. ruling on technical 1nterpretations of tax laws.
Information from the persons in the Department of Revenue who gave
ass1stance to taxpayers confirmed the difficulty of taxpayers prepar1ng re-

turns.
v1.9.94 237

-




Performance Auditing

. Addi tional infomation__obta'ined by the auditor from the employees of
the Department showed that the Department's Program of public assistance
was almost entirely of the taxpayer assistance type~-75% fncome taxes and
25% sales taxes. Little information was provided to the publié concerning
who should file: when they should file, and what is being done to improve
the ease of filing and computing taxes, except what was found in the in-
strucfions to the returns. Very little information, other than in the forms
and instructions, was available to the businesses which collected and
filed sales tax returns, even though approximéte]y 35% of the revenue
came from sales taxes. -

The em'plloyees who conducted the limited assistance program said that
the questiong coming io them were almost always the same questions. They
suggested that the department make available to the public the answers to
the most oftea asked queétions concerning both income taxes as well as
sales taxes. This would be in addition to information 990&P511y needed

. to file 'the tax return.
wf_-The tax auditors said that when they audited returns the errors they
found. on the returns were_glmost always of the same type. They raised the
question, "why can't thi;'ihformation be distributed to the taxpayers and
stop all of this need for us to catch it on an audit. It would increase
the efficiency of the department and in most cases would increase the
revenues to the State?" -

Based on the analytical techniques used in the report to the commissioner,
the aﬁditors madg an analyéis which showed that {f the department increased
the information and taxpayer assistance program“of the state, without any

. ) additional increase in costs, there was-a good probability of irrmediately

increasing revenues by an additional 1% instead of the 3% suggested by the
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study group. This amount would be in addition to any obtained as a result
of better enforcement procedures.

Computer Operations

The auditors obtained ii-formation from several states and from the
Internal ngenue_Servfce which showed that they placed- all tax data and re-
aated information in the computer files, which thus cﬂntained a‘continuously
updated record of each taxpayer's account. These sources said that all
settlements with taxpayers are made b} computer processing of the master
file accounts. The data are used for accounting records and for issuing

refund checks, bills, or notices; answering inquiries; classifying returns

for audit; preparing reports; and other processing and enforcement activities.

Other uses are subtracting delinquent taxes from refund claims, subtracting
unincorporated business taxes due from persons who claim refunds on their
individual income tax‘returnﬁg using the addresses as a current maiiout
list, and retrieval of information for audit and other compliance action.

Several states reported that their costs for such a system had been -

paid for many times over. The costs would be recovered in identifying non--

filers and collecting taxes ffom'fhem a]ong'with improving revenues. The
estimate for the benefits from thi; activity-was‘an immediate $5,000,000
per year increas?2.

The head of the Data Systems D{vision said that if he were given per-
mission and the 1oan of a few high class clerical personnel for six months,
he could'Programvthe computer to accomplish the abc 2 activities with véry
little additional costs.

Developing Lists from Within and Qutside of the Department of Revenue on
Possible Business Tax Non-filers

The Department of Revenue maintains a separate index file of businesses
which complied with the pefsonal property tax. This tax is levied only on

. Dy,
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business property. Each year businesses fi]egreturns and declare the

amounts of their personal property. The Department makes tax assessments
on the basis of these declarations.

The index for the persoﬁal property tax, arranged by county, city,
and street address, accounts for every business address in the State.

From the personal property tax index file énd the various telephone
directories, the auditorﬁ selected 100 businesses and, with the heip of the
department's personnel, ascertained if these firms were reQistered for
applicable sales, withholding, and franchise taxes. The results of the
tests were: |

Number and
Percent

Registered for all applicable taxes 84
Unregistered for one or more taxes . 13 -

Claimed exemption from franchise tax
but had no application on file

0f the 13 businesses which were not registered for one Or more taxes:
--None had paid the taxes in question

--9 had moved from the addresses shown in the personal property
tax records and could not be located.

--Thy ee were unincorporated businesses and claimed they did not
gross $5,000 {minimum for filing). _

--1 appeared liable for tax and was so advised.

Personal property tax records indicated that most of the 13 businesses
were small firms which had been in operation from 3 to 8 years. During this
time, most had paid personal property tax, but no-other taxes, to the State.

The procedures for identifying new businesses and obtaining their com-

pliance with personal property tax did not include taking steps to make sure
that the businesses aiso registered for other taxes. Similarly, businesses
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that registered for sales, withholding, or franchise taxes were not made
specifically aware of personal property tax requirements, because the
registration form does not include personal property information.

At the auditor's request, Revenue Department officials experienced with
fottowing up on non-filers listed the reasons for non-filing in what they
betieved to be the order of frequency, from most to least frequent, as
follows. The non-filers:

1. Worked outside the State and the employer did not withhold tax,

the fiter did not understand pProcedures requiring the filing of
a declaration.

2. Did not realize a tax return should have been filed at the end
of the year, because tax was withheld or a dectaration was filed.

3. Did not know there was a state income tax.

4. MWas emp]oyed by a non-profit group, such as a church and thus
thought they were exempt.

5. Was employed in the State but thought he or she was exempt be-
cause of living and paying taxes in another state,

6. Maintained a permanent legal re51dence in the staté but Tived
outside of the state.

An analysis by the auditors showed that better codrdination of the
- tax collection activities in identifyiné non-fiters would ﬁet the State
an additional 1/2 of 1% of révenue.,

The auditors also made an analysis from City and Counfy offices con-
cerning such items as cocupancy pefmits, construction contrgctg} and firms
incorporating. They also reviewed the yellow pages Oof the telephone book
and other sources of construcxion contra&ts to see if new businesse; were
coming in to the taxing system which at pPresent were not Paying either
sales or other.business taxes.

Their figures showed that about 2 out of every hundred reviewed were
not on the tax listﬁ. They estimated an increase of 1% in sales or
business taxes if this source of non-filers was fully exploited.

: 21p
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From the above review, they also found that about fifty per cent of
the non-profit type organizations were not in the records as being exempt
from either sales or income taxes. They madé no analysis of the possibility
of additional }evenue, but knew it would be considerable, especially in the
sales tax area. 5

Auditing Returns

As was found in the review and testing of management and internal con-'
trols, the Department was doing a fair]ylgood job of doing what they were
doing. Yet, they had no program tied into the desk auditing of returns for
the "policeman on the beat" purpose of letting the taxpayers know that
someone was looking at their returns. They also had no program for deter-
mining the best type of return to examine in order to obtai? the maximum
benefi;?mer dql]ar.expendeﬂ;""The'commiséfdné;_Of_;évenue stated that he
planned to adopt a new program, tied into the computer, to select the type

of returns which would provide the maximum benefit. He did not know

exactly when this ‘program would get started.

While no means was available to accurately estimate the increése in
revenue from this new program, or if there would be any increase, the.
auditors, from a ﬁtatement of the commissioner of revenue, estimated that
about $1,000,000 a year additionally could be coilected by an auditing
program geared to the purpose of increasing benefits for dollars expended.

Delinquent Taxes

The Commissioner of Revenue said that the collection of unpaid taxes

. is the ultimate enforcement action taken to equitably administer the

State's tax system. It is the teeth of the system.

The unpaid sa’es and income taxes for ‘the past two vears was as follows:
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1]
Delinquent Tax Accounts Receivable \ .

Tax June 30, 19XX June 30, 19XX = 1

: Number Amount Number | Amount
Individual Income 85,000 $11,900,000 90,000 $9,000,000
Sales 16,000 6,000,000 16,000 5,000,000 B
Employee Hifhholding 9,600 2,500,000 8,500 1,800,000 .
Unincorporated ’ '5;500 600,000 3,000 400,000’
Corporation 5,000 1,100,000 . 2,500 850,000

Note: MNumbers are rounded to nedrest Iobj_Amnunts to Nearest $100,000.

When delinquent tax accounts are referred to revenue officers, their
actions. include: the use of dunning Notices; telephone of field contacts
with the delinquents; legal attachment ofigglaries, wages, bank accounts,
and property; and referral to the General Counsel for prosecution. At his - . ’
diﬁtrﬁtion, a revenue officer may take the;e actions. successively or ”_;,-—\\\
sélectively, Hepending on his evaiuation of the individual's or business’

tax paying record.

~

From his analysis of the above inhformation and the fnfbrmation on
delinquent taxes_%ﬁnﬁgs preliminary review of management control, the auditor
decided that the principal problem of &elinquent taxes is the backlog pf
cases. The collection’effort is relati.ely successful;once undertaken; for
every dollar of delinquent taxes writtén off during the past fiscal year $9

were collected.

i
13

In discussing the above information with the revenue officers, they
_said that earlier contact could resqlt in"fewerlwriteozfs and prompter
collection of taxes. Mény writeoffs occur because by the tiﬁe tﬁe revenue:
officer initiates action the délinquent cannot be located or has no re- .

maining assets.
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| . The revenue officers also stated that from an analysis made two years
ago, $2,000,000 in income taxes were refuﬁded to individuais who owed the
State $3;800,000 in taxes for prior years.

The auditors estimated that $5,000,000 in additionai révenue couid
come about through improved delinquent taxes procedures.
Required: ‘

Prepare a‘eﬁnﬁiusion to a report in summary form for submission iq the
report to the Governor and State Legisiature. The conciusion shaqfa s how

A

the increase in revenues, by certain actions taken by specific groups,

following specific guidelines. , ~ q -

ﬂ__j;,
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Section Vil -- Performance Aud1t1ng for InprQV1ng Management's Eff1ciency
and Economy .

‘Case VII - 1. Increasing Revenue from Seif Assessmant Taxés'-- State of ABC.

Audit Scenario 4, The Report.

By reviewing dnd summarizing the evidence on the augit objective, as
reflected in his working papers, the audi tor would Ee able to come up with
a conclusion in his repdrt somewhat as follows:
The State of ABC'and the Stéte:s Departmént of Revenue coulid have
collected a minimum of aﬁ addition;3 $20-25 million iB sales and in- °
1 d1V1dua3 and bu51nass income taxes if they had developed and carried
f out the foiiow1ng programs : .
1. Made it easier for the taxpayer to file his income or sales
tax returns by: _ ‘ _
a. HaV1ng recommended to the Governor and State Leglslature
_ and havwng them - revise the state 3aw so that the income tax
forms and requirements wouid tie into the federai tax re-
turns. |
b Having properly commnunicated infofmation concerning the
tax-iawsland requireménts concerning{' (1) resident tax-
payers, (2) non-resident taxpayers, (3) individual £axpayers,
b(&).porpofate taxpayers, (5)_uhinédrporated busiﬁess tax- -
bdyers, and (6) sales tax taxpayérs, and, “
c. Having adequately .provided help to taxpayers in filing
‘ fheir returns by.pfbvjdipg uﬁderstandabTe instructions to forms

and by providing taxpayer assistance,
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2. Having_made it difficult for a taxpayer to not file and
accurately assess his taxes eitﬁér for sales or .income taxes by:

a. Having deveioped computerized 1ists of takpaygrs who have

had income taxes withheld and (1) reiatihg to federal return
v when possibie.and (2) jdehtif&ing and_following up on non-

filers. |

b. Having deveioped a computerized list of all possible

sales tax taxpayers and matching returns with the jist.

c. Having developed a 3ist-from sources both inside and

outside of the Department of Revenue of possible business

tax taxpayers who are not presently paying sales or income

taxes.

d.» Having promptily determihed whether a business is non-

_profit and therefore exempt from income taxes but not

sales taxes or promptly determined that the organization

Consider as non-profit is really a profit business and subjéct

to both sales and incoﬁe taxes. _

e. Field audited returns selected by‘computer from standards

which determine possibility of maximum benefits for dollar

‘invested,

f. Desk auditing selected returns and nqtifying taxpayer

that his return has been audited and accepted as correct or

audited and return is incorrect, and, "

g. Immediately started collection ﬁrocedures when a tax

becomes delinquent.

In his report, the auditor would present the evidence he gathé;éd in

order to support the above cdnciu?iqq

oo
]
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Required: (1) Does the evidence as presented in Scenario 3 support
the above conclusion to the objective?

(2) What additiona] information, other than evidence would be presented
to. the reader in oirder for him to better understand the total audit of self

assessment revenues?

3. Prepare a recommendation to the Governor and State Legislature

concerning improved tax collecting procedures.
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Section ‘VIII -- Performance Auditing for Determining the Effectiveness of a
' Program

Case | -~ The Effectiveness of the tocal Jail-Program in the City of X.*

Audit Scenario 1 - The Preliminary Survey.

Preliminary Information. City X was a fairly large city in the State of

Y. Its form of government was that of a mayor and city council, with each
council member ovefseeing a particular functional area of thg city's operations.
The council member who had the responsibility for public safety decided that

he had better discuss with the.mayof the anxiety he had found among several
citizens concerning the local jails. He had found that the citizens believed
thatlall of the inmates were going to be released from the jails and turned
lo0se on society. The city had five local jails tied in to the five precincts
of the police Hepartment.' b

The mayor suggested to the member that if the probiem was serious enough
that it &ouldee discuésed at thé next council meeting. He arranged for the
topic to be placed on the agenda for the next meeting.

At the meeting, other council members sfégsd that they also had discussed -
the topic with their cdnstituency and they seemeﬁx&o héve-the same concern.
It came out at the‘meeting that some localities weré\bgjng required to turn
the inmates loose because of the conditions of the locaf\Jajls- Further

discussion brought out that all members of the council, including the mayor

were in favor of having an qudit made to determine whether the local jails

* Note: Much of the datalih this case has been adapted from U. S. General
Accounting Office. "Conditions in Local Jails Remain Inadequate Despite
Federal Funding For Improvements." Washington, D.C., April 5, 1976.
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were effectively accomptishing the purpose for which they were established.
The Council authorized the Mayor to contract 'ith a local fimm. of
certified public accountants for this audit. The local firm of CPA's was
familiar with the operations of City X because they mad: the financial
statement examinationsfeach year and had made several special studies for
the City. They were asked t6 cdme up with their results as soon as possible.
The auditors decided that they had better find out aboﬁt the conditions
of local jails on a nationwide basis before they started to gather infﬁrmation
on the specific conditions of the local jails in-the City of X. The following
is a summary-of the information they found: |

"The need for jails will not be completely eliminated even
if all communities avail themselves of such alternatives as pretrial -
release, halfway houses, probation, and parole, since there will
always be some individuals who either are not willing to accept
the constraints in communi*v-based pr¢3jrams or would present too
great a risk to public safety if placed in such a program.”

The "1970 National Jail Census" 1/ stated that, “of the

" 3,319 tocal jails which served counties or were located in
munlcxpalltles of 25,000 or more, 86 percent provided no exercise
or recreation facilities and atmost 90 percent had no educational
facilities. A followup survey.2/ to the."National Jail Census"
indicated that rehabilitative programs were very limited. For
example, about 80 percent of the jails provided no inmate counseling,
remedial education, vocational training, or job placement. A report
by the National Advisory Commission on Criminal Justice Standards
and Goals 3/ also commented on the poor physical conditions of jails
and their lack of adequate services to those incarcerated.

Many Jjails need replacing as illustrated in the following
comments from selected recently issued comprehensive State plans.

1/ "1970 National Jail Census,” Law Enforcement Assistance Administration,
Department of Justice, Feb. 1971.

2/ "Survey of Inmates of Local Jails 1972 Advance Report,” Law Enforcement
Assistance Administration.

3/ "Corrections, "National Advisory Commission on Criminal Justice Standards
and Goals, 1973.
<19
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"=« Many local jails are old, deteriorating, and unsafe and are
located in areas too small in population and too short in
resources to provide adequate correctional services.

-- Inspection of facilities indicated a state of general deterioration
compounded by other short comings, such as lack of fire extinguishers,
lack of fire exits, . and lack of operative fixtures -- toilets,
lavatories, lighting, beds, mattresses, heating, windows, painted
walls, and showers. A survey of basic services provided to the
offender -- meals, exercise, and special custody -- revealed an
alarming absence of these services as well as a lack of ability - ..

- to segregate offenders by age, sex, type of offense, or other
special custody needs.

-- For the most part, the local facilities are generally dirty, in
need of paint and repair, poorly heated and ventilated, and
sometimes fail to provide adequate security. As a whole, the !
county jails can best be described as "warehouses of human flesh"
in which little or no rehabi11tat10n efforts are made except for
maintenance work. :

~- Many cotinty jails and lockups are substandard. These facilities
present hea’ch and safety hazards for both prisoners and staff,
and many do not provide secure custody due to structural or
equipment problems. In most county jails, work release“is the
only treatment program available.

-- The majority of (the State's) jails are in such an advanced state
of disrepair that the introduction of effective rehabilitation
programs is impossible.”

“The money needed to BPOVlde adequate facilities and services to
the jail population is probably much greater than local and State governments

are willing to provide, especially when the taxpayers must authorize such
expenditures. LEAA funding represents a Timited source for the amount needed
for the entire criminal justice system. In addition, for a grantee to be
eligible for LEAA block grant funds, the Federal grant must be matched by
State and/or local funds. Therefore, the use of LEAA funds for any particular
aspect of criminal justice is affected by the extent to which the State and
local governments desire to or are capable of addressing the problem."

Criminal justice authorities, including the 1967 President's Commission
.on Law Enforcement and Administration of Justice, the National Advisory
Commission on Criminal Justice ‘Standards and Goals, and the National
Clearinghouse on Criminal Justice Planning and Architecture, believe that
many persons incarcerated in local jails are not a danger to society and
should not be in jail. According to the National Advisory Commission,
_ offenders are perceived as stereotyped prisoners regardless of the seriousness
of the offense. Authorities stress the need to develop a broad range of
~alteijatives to incarceration of the nonviolent offender.

Along these lines, LEAA and States are directing their effort to
community-based corrections -- alternative measures emphasizing community
participation to reduce involvement of offenders with the institutional

S ¥1.9.107
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aspect of corrections. Although this solution may reduce the jail's population, .
it does not solve the problem of how to provide an adequate facility to
those considered ineligible for release.

‘State-operated loca) jails

In 1973 the National Advisory Commission on Criminal Justice Standards
and Goals reporied that the most striking inadequacy of jails is their
"abominable" physical condition. Recognizing that few local communities
can be expected to have sufficient resources to resolve the problem and pro-
vide appropriate services, the Commission recommended that States take over
the operation and control of local institutions by 1982.

- As of late 1972, only five States operated and controlled all of their
correctional facilities -- Alaska, Connecticut, Delaware, Rhode Island, and
Vermont. Each has only a few facilities. For example, Rhode Island has,
one location where it incarcerates all offenders, from pretrial- to those
with Jife sentences. Delaware has jails in 3 different communxtxes, and
Connecticut has 1} correctional fac111t1es

Regional-operated jails

The regional jail concept has been suggested as a solution to the
local jail problem for some time. The 1967 President's Commission on .
Law Enforcement and Adminstration of Justice and the 1973 National Advisory
Commission of Criminal Justices Standards and Goals referred to this concept .
under which one jail would serve multicounty or citycounty needs. With
the consolidation of the jail population from serveral counties, the size
of the operation could justify a better physical plant and some rehabilitation
services. ‘

Barriers that are difficult to overcome confront efforts to regionalize
- jails. With empnasis on communily-based corrections, criminal justice
authorities believe the offender should be kept in the community into
which he will be reintegrated. With a centralized facility serving multiple
communities, keeping the 1nd1v1duals lnvolved in thelr home communities
would be difficult. ‘

A second barrier acknowledged by criminal justice experts and referred
to contlnualTy by law envorcement personnel contacted is a transportation
problem. Under a -regional system, the offenders would be subject to constant
movement, particularly in the pretria) stage. The transporting of inmates
would require security guards. Some of the local sheriffs indicated that
they were operating with an inadequate staff; thus, because of the security
required to transport offenders, a regional jail would further stretch their
limited resources and would reduce the time available for actual enforcement
activities.

One variation of the regional jail concept that appears to have more .
promise is the combination city-county jail. If a city and contiguous

county determine that the offender population is large enough to justify
combining the correctional facilities of only the two jurisdictions, the
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. above mentioned barriers do not appear to be major problems. LEAA -
might study the feasibility of encouraging appropriate cities and counties
to consolidate their operations.

The auditor requested the City Attorney to prepare for him an analysis
of the legal standards for maintenance and services which are required to be
provided prisorers in Jocal Jjails. He gave the auditor the following

analysis:

ANALYSIS OF LEGAL STANDARDS FOR
MAINTENANCE AND SERVICES REQUIRED
To BE PROVIDED PRISONERS IN LOCAL JAILS

Among basi: requirements, courts have included: (a) the essential
elements of perzonal hygiene (e g., soap, towel, toothpaste, toothbrush,
-and toilet paper); (b} clothing and blankets; (c) access to sinks (including
hot water) and showers; (d) clean laundry (or use of laundry facilities).
provided on a reasonable basis; {(e) essential furnishing (elevated bed,
mattress, a place to sit, and sanitary toilet facilities); (f) adequate
drinking water and diet, prepared by persons screened for communicable
disease in kitchens meeting reasonable health standards; (g) shelter;

. {h)} adequate (but not excessive} heat; (i) exposure only to reasonable
noise levels; and {j) light and ventilation. To the extent isolation or
segregation cells may still be used at all, for punitive or administrative
reasons (including a prisoner's own protection), such detention facilities
should be so designed as to allow custodial (preferably, medical or
psychiatric) supervision. Prisoners may not be housed in unsanitary or
permanently overcrowded cells, or under conditions which may be reasonably
anticipated wil] endanger personal safety or sanity. See, e.g., these
Arkansas cases: Finney vs. Ark Bd. of Corr., 505 F2d 194 {8th Cir. 19?4)
(Finney), aff'g .in part, rev'gq in part Holt v. Hutto, 363 F. Supp. 194
(E.D. Ark. 1973}, modifying Holt v. Sarver, 442 F2d 304 (8th Cir. 1971)
(Holt III), aff'g 309 F. Supp. 363 (E.D. Ark '1970), (Holt II), 300 F.

.Supp. 825 (E.D. Ark. 1969), (Holt I).

While local Jails may be exempt from compliance with local heaTth

and housing codes, prison conditions are unlikely to meet minimum community
standards of decency if they totally fail to. comply with essential health,
safety, and housing (particularly space, ventilation, plumbing, heating,
electricity. or sanitation) regulations. Cf. Gates v. Collier, 501 F.2d
1291 (5th Cir. 1974), adopting and aff'g 349 F. Supn. 881 (N.D. Miss. 1972).
Similarly, courts have ordered that prison kitchen standards be made to
conform with State board of public health restaurant standards. Little

v. Cherry, 3 Pris. L. Rep. 70 (E.D. Ark. Jan. 31, 1974). B

While the nature of appropriate medical treatment falls within the
. - sound discretion of medical personnel, prisoners may not be deprived of
competent medical and dental care. Gates v. Collier, supra; Nerman V.
Alabama, 349 F. Supp. 278 (M.D. Ala. 1972). Adequate supportive facilities
should be available -- not necessarily within the prison -- to meet

VL9109 org | 3




- Policy/Program Analysis o
and Evaluation Techniques °

reasonably foreseeable medical and dental needs, including pharhaceutlcal'
and medically prescribed dietary requirements. Finney, supra, 202-204;
Steward v. Henderson, 364 F. Supp. 283 (N.0. Ga. 1973).

Medical care must include treatment of drug dependent prisoners,
or medically supervised drug detoxification. Wayne County Inmates v.
Wayne Co. Bd. of Commr., 7 Pris. L. Rep. 5, 53, 186 (Mich. Cir. Ct. 1977,
1972), substantive issue not disputed on appeal, sub nom., Wayne County
Jail Inmates v. Lucas, 216 N.W. 2d 910 (Mich. 1973). Oifferences in
services afforded based on anticipated length of imprisonment have been
permitted, provided at least that classification of services afforded
prisoners is rational, is based on differences in sources of available
funding, and does not deny basic medical needs. Kersh v. Bounds, 501
F.2d 585 {4th Cir. 1973), cert. denjed, u.s. » 43 U.S.L.W.
3452 (U.S. Feb. 14, 1975).

Reasonable access to the courts may not be denied or obstructed.
Johnson v. Avery, 393 U.S. 483 (1969). Facilities must be adequate to
permit confidential attorney-client visits. A basic collection of
representative legal materials (including case law and search materials)
should be available, at least on a loan basis. Gilmore v. Lynch, 319 F.
Supp. 105 (N.0. Caiif. 1970), aff'd under the name of Younger v. Gilmore,
304 U.S. 15 (1971). Library size and number of required copies of basic
materials necessarily depend on the size and character of the institution.
If materizls may not be removed to the cells, size and furnishings should
be adequate to afford prisoners a reasonable opportunity for research and
study. Cf. White v. Sullivan, 368 F., Supp. 292 (S.0. Ala. 1973); ‘Stone v.
Boone, 3 Pris. L. Rep. 285 {D. Mass., Oct. 10, 1974) (consent degree).

Prisoners must be permitted to follow the tenets of their religion,

including the right to conform to dress and dietary requirements, 'insofar

as their religious beliefs can be réasonable accommodated. Ross v. Blackledge,
477 F. 2d 616 (4th Cir. 1973). Chapel or similar facilities and religious
materials must be adequate to accommodate the needs of minority faiths, if
available to others. Pitts v. Knowles, 339 F. Supp. 1183 (W.0. Wis. 1972),
aff'd 478 F.2d 1405. Religious privacy must be protected with services

being held in places where prisoners not choosing to attend are not made
.unwilling participants. Cf. Edwards v. Qavis, 3 Pris. L. Rep. 54 (0.N.C.

Oec. 11, 1973) (consent degree}.

_ Prisoners are not entitled to benefits not generally recognized as
) . rights enjoyed by the community at large. James v. Wallace, 382 F. Supp.
s 1177 (M.0. Ala. 1974). Adult education is not provided as a matter of
" right, .and except as otherwise required by local law, rehabilitative services
1nc1ud1ng educational or job training programs need not be provided for
adult prisoners. But cf. Holt III, supra, 378-379; Finney, supra, 209.

Moreover, where local jails are used to house persons detained under
civil commitment or pretrial detainees unable to raise bail, facilities
must be designed and equipped to meet additional requirements. The detainee
~ is presumed not guilty of criminal misconduct; he may not be pun1shed without
or before trial. He may be held only under conditions comprising the
least restrictive means of achieving ‘the purpose requiring and Justlfylng
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his detention. Hamilton v. Love, 328 F, Supp. 1182, 1192 (E.D. Ark. 1971).
Note, "Constitutional Limitations on Pretrial Detention," 79 Yale L. J.
941, 949-950 (1970). Detention may not be more punitive than incarceration
within the State's penal system; it should not be substantially more
burdensome than detentior in other State or Federdl institutions used for
the same purpose, in the same area. Rhem v. Malcom, 507 F.2d 333, 336~337
(2d Cir. 1974} (Rhem III), aff'g in part, rev'qg in part 377 F. Supp. 995
(Rehm Ii), 371 F. Supp. 594 (Rehm I) (S.D.N.Y. ]9?4?; Inmates of Suffolk
County Jail v. Eisenstadt, 360 F. Supp. 676 (D. Mass. -1973), aff'd 494 F.
2d 1196 {1st Cir. 1978), cert. denied 419 U.S. 977 {Eisenstadt). _

Detainees committed under civil commitment for psychiatric evaluation
or treatment should be committed to facilities designed to provide suitable
professional treatment and evaluation. Cf. 0'Connor v. Donaldson,

U.s. 43 U.S.L.W. 4929 (U.S. June 26, 1975) vacating Donaldson v.
0'Connor, 493 F.2d 507 (5th Cir., 1974); see the latter, and cases cited
therein, 518-527. '

Whether ‘or not the courts will eventually require classification of
detainees, they have recognized that maximum security conditions cannot be
justified as "the least restrictive means" of assuring that the great
majority of pretrial detainees will appear at trial. In individual cases,
courts have held that detainees were entitled: (1) to have privacy (including,
in one case, the right to be locked in as well as out of the cell), Rehm I,
supra, 628, in others, to single cell occupancy, Eisenstadt, 360 F. Supp.
676; (2) to associate with other detainees (to assemble, e.g. for religious
services, United States ex rel. Jones v. Rundie, 453 F.2d 147 (1971}); (3)
to enjoy access to a broad range of reading and writing materials, (Inmates
v. Peterson, 353 F. Supp. 1157, 1168-1169 (E. D. Wisc. 1973) (Peterson));

(4) to engage in recreational activities and to use recreational facilities,
{Rehm I, supra, 594); and {5) to have outside communication by telephone
(8renneman v. Madigan, 343 F. Supp. 128, 141), letter {Peterson, supra, 1767~
1168), and personal contact, including visits by children (Brenneman, supra)
and, in one case, conjugal rights arranged in a discreet and circumspect
manner {Government v. Gereau, 3 Pris. L. Rep. 20 (D.V.I. May 30, 1973)).

Courts have ordered the reduction of jail population, the closing of
nonconforming jails, or substantial alteration of existing facilities,
including: (1) removal of cells to-provide recreational areas, {2) dismantling
of prisoner-visitor telephone systems and walls separating prisoners from
their visitors, and {3) the installation of.outside telephones. E.g., see
Rhem II, supra. Generally, detainees have a right to participate 1n training
or educational programs offered other prisoners. Wilson v. 8eame, 380 F.
Supp. 1232 (E.D.N.Y. 1974). And one recent case has held that a pretrial
detainee participating in a State-approved, medically supervised {methadone)
drug treatment program prior to arrest is entitled to continue the-prescribed
course of treatment, and could not be subjected to forced (withdrawal)
detoxification even though medically supervised. Cuknik v. Kreiger, 3 Pris,
L. Rep. 221 {E.D. Ohio, July 16, 1974). '
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After obtaining the general information from nafionwide sources
concerning local jails, the ahditors then contacted the Council Member .

in‘Charge of Public Safety concerning any information he-could“brovide
concerning the local jails.

"From the files of the Commissioner of Public Safety, the auditors
obtained the following information: -

The local ordinances provided that the local jails be under the
supervision of the Captain in charge of the local precinct. There
were five precincts and five local jails. The Commissioner of
Public Safety, the Council Member, only had general supervision of
the activities of the local jails. His primary objective was to
help the Captain in the adoption of budgets, communicate any
extraordinary needs to the Council as a whole, and in gdeneral
represent the problems of public safety.

The ordinance also said that the jails were to be used for
committing persons who are awaiting trial, who have been sentenced
to less than one year, and who are to be held longer than 48 hours.
Under 48 hours, the person can be held in temporary lockups. Over
one year, state law requires that the inmate be held in a State
Penetentiary. . :

The City Attorney had recently ruled that "committing" meant
more than just a place to stay. According to him, recent court
cases implied that while housed physically in a Ja11 the inmate
is entitled to other requirements than just a roof over his head.
Some of these other requirements include such things as both
sanitary, secure and private physical fac111t1es as well as social,
recreational and educational services.
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City of X
Data Re-City Jails
1976

‘ : Jail in Precinct
Characteristics 3 4

General - )
Year Built 1974 1931 1910 1893 1938
Current Capacity K} 39 36 45 19
Number of Employe s 4 5 5 5 3
Annual Budget $65,500 $60,000 $55,500 $62,500 $32,500

Percentages

Type of
Awaiting Trial . . 85.
Serving Sentence .
Other

Type of Offense
Alchol Related
Traffic Related
Sub-total
Other felonies and
misdemeanor
Other

Length of Stay
Less than a day
1-2 days
3-6 days

Subtotal
7-30 days
31-90 days
Over 91 days

Average length cf stay

Sex
Male
Female

Age
Under 18
18 - through 29 years
30 years and over
Unknown

Residence
Within City
“Neighboring
Other ——_ ____
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Required: - —

Do you have enough information to state a possible audit objective

for the audit of the effectiveness of the operations of the local jail

program for the City of X? - H o
,1f you do not, state and list the additional information you will
need. :

If you do, state the tentative audit objective.

-
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!, = ‘ i
LT . Section VIII -- Performance Aud1t1_g_for Determ1ng_the Effect1veness of a

Lase 1 -- The Effectiveness of the LOCaT’Jails Progrdm for the City of f.

M

Audit Scenar{o 2 -- The Review and Testing of Manégéﬁenf‘tontroT h

Sufficient information has beeh obtained in the Preliminary Survey’

to come up with an audit obJect1ve somewhat as fo]lows. |
Has the C1ty of X, through its varlous po]lce precincts admlnlstered
{causes} in an effective Wanner its locgl jail program for committing
per%ons who are awaiting trial, who ha@e been sentenced to iess tﬁéﬁ one
year,-or who are being held for more thén 48 houxs (effects) by nraviding' -
. _ adequate pﬁysical facilities alnd‘adequa‘te rehabilitation services (f:r'iteria)?
Obv}ously; tﬁe fqrms'"adequaté-physical faéi]%ties“ and "adequétef ‘ R
rehabilitation services“'will.have to bquefiﬁed before the auditor§can
use ;hem'as a bésis for measuriﬁg the é;fectivenesg.ﬁf the p?og?amsi S0,

the auditor would have to obtain sufficient evidence to convinte bﬁmse}f .

that the criteria are adequate for measuring the results of the program. .

f
! v

Add1t10nal Background Data. .a

. _—
In order to obta1n a de51rab1e standard for measur1ng the program's .

. .
. goals, the auditor inquired of the Commissioner of Safety whether hé had
% : 'II ' - .
standards for eva]uagﬁon of the conditions of ﬁhe local jails. He replied -
- ' ! ) .
that he had none and knew of no other standards which were generally accepted
"o, # L] ) - JJ ! -
- ! <

. nationa]]y

] : o

i

He did say, howevér, $h£i several assoc1at10ns or groups have issued

advisory standards or discussed character1st1cs .for localy {ails. After”

- - - -
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obtainingcthis;maierial, the auditor decided that there wefe tHO*méjor
classifications of standards: (1) physical conditions and (2). inmate.
assistance. Under physical conditions, he a]s; found that‘thére wefe four -
classifications: (1) inm;te security and safety, (2} sanitary conditions,
(3} inmate co&fort and rehabilitation, andl(4) privacy.

Under ihe rategory of inmate sgcqrity and safety, hg_determined he
must assess whether the, jails had (15 ~populations not exceeding capacity,
(2} s;ngle occupancy cells only, (3) hdeqdate segregation of offenders by
sex, age, andldegree-of violence, (4) operable cmergency exits and fire
extinguishers, (5) opg;able ceil doors, (6) matfons present for female
offenders, and {7) no drunk tanks. ¢ ° _

‘ To assess the sanitary conditions., he considered whether cells had
operable toilets and wash basin§ and  whether showers were c]eaa and
workedli He also cohsidered fhe availability of such personal items as
soap and toothpaste and the cléanl%ness of such things as blankets,

_Eheets, Ahd towels. To assess inmate comfort and rehabilitation, he,cdn-:
sidéred whether dining facilities were'separéte from the céT1 plocks and
whethergsuch thingg as fétreationtfacilffieﬁ, ventilation, and 1ightiné
were-ad%gg?teJ, Regarding privacy, he felt he mustlassess such thingé ag

-

whether visiting space was‘sepérate from the cells and whether there was
a private area where the prisoners were searched when first imprisoned. ’

For inmate assistance, he decideq-that he could use the National
Advisory Commission's sEandardS that ibéa] corréttfonal facilities
\provide activities oriented to the inmates' in&ividualfnéeds, persoﬁal
problem-solving, 50c1411zat50n, and skjf1 development. fbg Comﬁission
recommenided that these'activit{es include: =
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Education programs available to all residents in cooperation
with the 10ca1.sch001 district.

Vocational programs provided by an appropriate State Agdency.

A job placement pfogram operated by State employment agencies
and local groups representing employers and local unions.

Counseling.

Testing Management Contro)

The auditor decided that he must follow through one individual from
arrest to incarceration, to trial, to sentencing, and then to incarceration
- to see the actual conditions of the operations of the management control
system.

As it so happened, the person selacted happened to be a young woman
arrested on a drug charge and held in fhe fifth pre..act jail. 1In this
small jail they had no separate facilities for ma]es-and females, no
matron on duty during the arrest, and'the cells were of the multiple
occupancy type. They did not issue shcets or pillow cases, and the blankets
 issued vere not cleaned before reissuance. Likewise, they had no privacy
fpr search on entry, no space for private conversations, énd visitors were
brought to fhe cell to visit since they had no private visitors area. She
was held in these conditions for forty eight hours before the judge released
her 6n baii.

The auditor Fecided that he would not wait for this case to go to
trial and possible sentencing, since the conditions in the jail would not

change.
Required:

Develop a firm audit objective with c,iteria which are accepfgﬁle and
mgasurab]e, with causes which can be pihpointed in order to make recommen-

dations, and the effects. Consider such factors in the criteria area as
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ability to measure the effects, acceptance of the criteria by the hayOr'

- and city council. In the cause area, the mayor and city council wili need
a recommendation for possible future action. Consider the causes at the
various levéls, not only within the jail operations, but outsidg*of them,
Would you plan to ﬁéasure the eifects from a cost-benefit relationship

or will vou determine whether the jail operations afe effective or inef-

fective?
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‘Section VIII -- Performance Auditing for Determining the Effectiveness of
a_Program

Case 1. The Effectiveness of the Local Jails Program for the City of X.

Audit Scenario 3. The Detailed Examination.
-The student should have been able to come up with an objective for
the detailed examination somewhat as follows:

Has the City of X, including the Mayor and City Council, the
local jai} administraters, and other paid or non-paid participating
groups, in carrying out their responsibilities for providing local
Jails in which to commit persons for longer than 48 hours, to hold
persans awaiting trial, or to commit sentenced prisoners for up to
one year {causes) been ineffective (effects) because they have not
provided adequate physical conditions and inmate assistance.
Adequate physical conditions and inmate assistance are further
defined as follows:

A. Adequate physical conditions should include:
1. Inmate Security and Safety
a. Populations not exceeding capacity,

b. Single occupancy cells only,
c. No drunk tank,
d; Adequéte segregation of offenders by sex, age, and degree
~ of violence,
) e. 24 hours matron,
f. Operable emergency exists,
g. Fire extinguishers
h. Operable individual cell doors.

2. Sanitary Conditions
a. Operable toilets in cells and clean and workable washbasins
and showers, and '
b. Availability of such personal'items as soap and toothpaste
and the cleanliness of such things as blankets, sheets, and
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3. Inmate Comfort and Rehabilitation .
a. Separate dining facilities from cell block and not .in
view of toilets, and
b. Adequate recreafion facilities, ventilation, and 1ighting
and
4. Privacy
a. Visiting space separate from cells, .
b. Space for private conversations, and
¢c. Private area where the prisoners were searched when
first imprisoned.

B. Adequate inmate assistance should be oriented to the .nmates'
individual needs, personal problem solving, socialization, and
skill development and should include: _ _ ST
‘1. Work release, furloughs, and educétiona] release programs,

2. Vocational counseling and trainind,
3. Job placement, preferably operated by State employment agencies
and local grdups representing employers and local unions . .
4. Alcoholic, drug abuse and social service counseling, and,
5. Right to practice own religion. {Criteria)

The Detailed Examination

The following is a summary of the information the auditor gathered
by looking at the records, by interviewing, and by actual observation of
conditions at the local jails. (Note to student: much of the general
information needed for the audit has already been obtained in evidence’
gathered during the preliminary survey and the review and testing of manage-

ment control).
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Summary of Londitions at S Local Jails
in Relation to Desirable Characteristics

Conditions {Yes = acceptable - . Precinct
No = unacceptable) ¢ 3 4

1 Physiral Conditions

A, Inmate Security and Safety:

Designed Capacity Not Exceeded ves
Single Occupancy Cells no
No lirunk Tank no

Seqration Adequate for
Mate/Female yes
Adul t/Juvenile no
Offenders Classes held no
24 Hour Matron yes
Oprrable fmergency Exists yes
Five Extinquishers yes
Operable .pdividual Cell Duors yes
Yes 60

B. Sanitation:
Cperable in Cells:
Toilets
Wachbasins
Sanitary Showers
Laundry for Persanal Clothing
Items Issued:
Soap
Toothpaste
Fazor
Uniforms
Matress
Fillow
Items issued & cleaned before
1s5uance .
Rlanket
Sheet
Pillowcase
Tow:z]
Percent Yes

C. Inmate Comtort and Rehabilitation
Toilets Not in View of Oining
frea
Recreation facilities [ndoor
Cutdoor
Library
In-house Medical Facilitie-
Veptilatian
Lighting in Cells
Artificial
Natural
. No guard in corridor
Space for programs
Percent Yes

0. Privacy

Visiting Space

Separate from cell area

Space for Krivate conversa-

tions

Privacy for search as entry
Ho closet ¢ircuit in Yiving

area

% 75

* f. Inmate Assistance
¢ - not available to person
awaiting trial -
Work release yes
Furlough no
Educaticnal Release no
Vocatioral Training no
Vocational Counseling no
Job Placement no
Education no
Alcholic yes
Drug Abuse . no
Religious yes
Social Service Counseling no

-
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The auditors also visited the state penitentiary and found the percentage
of desirable features pertatning to physical conditions to be as follows:

Percentage of Desirable Features Found
in State Penitentary

Desirable features available:
. Inmate security and safety:

Average 79
Sanitation:
Average: 89
Inmate comfort and rehabilitation:
Average: 98
Privacy:
Average: 1060
Total:
Average: 92

Because of the very low percentage of inmate assistance, the auditor de-
cided to check into the avéi1abi1ity of inmate assistance through other
limited cost sources, such as through other tax supported institutions, or
through volunteer programs, or through volunteer programs which would need
only a limited amount of fipancia] assistance. The organizations contacted
included school boards, alcoholic programs, employment services, ministerial
societies, and public welfare agencies.

They found that resources were available in the various precincts, and
organizations were willing to provide some services. However, 63% of the
organizations visited had not been contacted by jail administrators. Another
23% had pbeen infrequently. As iTlustrations, representatives of Alcoholics
Ananymous and the State employment service indicated they provided limited

services and were willing to continue with no additional financial resources.

The superintendent of schools and members of the Council of Hipjspgfslhad not

been contacteddﬁyiihe jail administration and did not provide services but would
pe willing to do so. The Superintendent of Schools indicated that additional

. g "
funding would be needed. A representative of the Department of Public Welfare

Stated the department could provide assistance only to inmates families.
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In contacting others the auditors fbund that educational and vocational
. programs were available to both sentenced and pretrial inmates but the
programs were limited.
The following is a summary of the auditor's requests concerning inmates

assistance from vo]untéry and state offices.

Number of organizations contacted 23
Contacted by jail officials to provide -
services: ' . e (percentages)------
No contact 63
Informal and/or infrequent contact 33
Currently providing services 4 -
Organization's attitude toward providing
services:
Willing to provide services - 62
Unable to provide services 13
Uwilling to provide services 21
) Currently providing services 4
. Restrictions to providing gervices:
No restrictions ) 23
Inadequate resources 46
Miscellaneous 31

Concerning volunteer programs, - the following information also was obtained:

Criminal justice experts believe that volunteers are a viable resource
for rehabilitative programs. They also point out that volunteers can serve
a secondary purpose of communicating to citizens an awareness of the con-
ditions of jails and possibly exert community pressure to improve the jails

An LEAA-funded study 1/ concluded that between 60 to 70 percent of the
crimipal justice agencies surveyed had volunteer programs. Literature on
criminal justice includes examples of successful programs using volunteers,
such as:

1/ "Guidelines and Standards for the Use of Volunteers in Correctional
Programs," National Institute for Law Enforcement and Criminal Justice,
Law Enforcement Assistance Administration, Aug. 1972.
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-

-- In a Royal Qak, Michigan, program volunteers are a major
element in an extensive program for misdemeanants which
offers individual and group counseling, job placement
assistance, and aid with family prablems. Partial pay
is provided for some participants, but many other citizens
serve without pay. .

-- The objective of a project in Westchester County, New York,
was to demonstrate how citizen volunteers could effectively
enrich the activities program in a short-term institution.
Forty-one volunteers with various professional backgrounds
but without any prior experience working with offenders were

. recruited and trained in the special requirements g¢overning
work in a correctional institution. Courses in neediecraft,
typing and shorthand,; personal grooming, nursing, and
arts and crafts were organized. The results showed that citizen
volunteers can enrich the activities program in a short-term
correctional institution. ‘ ' )

-- Charlottesville, Virginia, has a program invoiving about 100
volunteers working with individual inmates at the county jail.

A hroad range of inmate programs operate in the jail including
work release; alcoholism counseling; remedial educational, art,
and hobby programs; and limited indoor recreation. All are con-
ducted without cost to the jail.

™

On the basis of information developed in the LEAA-funded 1972 study
and in the three locations, just mentioned, jail administrators apparently
actively sought and used community resources. |

In the Tocal jails visited, the administrators said they made little
effort to contact the community to obtain any services for the inmates.
According. to them, one reason for their lack of action was the pressing
needs to attend to other duties. Criminal justice experfs-say that one way
to ease this problem is for each jail to see a county social service
worker, a city social service worker, a volunteer, or someone hired
specifically to act as a resource person and counselor to inmates in the
jails to encourage the inmates to use available community resources.
Accordirig to them, such an approach is a relatively effortless and
inexpensive way for small jails to at Teast begin to address the needs of
offenders.,
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Required:

What is the conclusion you would draw concerning whether the City
of X is effective]y accomplishing its goal of providing Tocal jails in
which to comit persons for longer than/48 hours, to hold persons awaiting

trial, or to commit sentenced prisoners for up to one year? In coming up

with your conciusion, consider what the district attorney said concerning

"local Jjails in which to commit persons."
What would be your recommendation to the Mayor and City Council.
What effect would yourlrecommendations have upon the financial
conditions of the City? Are there other sources of revenue which could

.be obtained to carry out your recommendations?

Qég _
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r

Section VIII -- Performance Auditing for the Effectiveness of a Program

Case 1 -- The Effectiveness of the Local Jails Program for the City of X.

Scenario 4 -- The Report

A report on an audit of this complexity would be quite voluminous.
The auditor would need to, present evidence in the report to support his
conclusions and recommendations.

Since the student has had a summary of the evidehce in-Scenario 3,

a conclusion with recommendations is sufficient to let the student see

s

what results from a performance audit of a program.

-

Many ways of writing a conciusion are acceptable. Yet in each way .
the auditor will have to bring in the criteria, the causes, and the effects.
The following is one way the conclusion could have been written:

Conclusion

We believe that the City of X could substantially improve its
local jails program by concentrating on upgrading those features
which are proponderantly below an acceptable condition when compared
with standards suggested by various experts in the field of
criminal justice and suggested by the various courts. Some of these
features which are way below the acceptable standard are such itéems "
as inmate comfort and rehabilitation and privacy. Such items as

- inmate security and safety and sanitation barely meet the
acceptable levels on an overall basis yet individual jails fall
way below the acceptable level. Very little effort has been made in
any of the jails to provide any form of inmate assistance.

Recommendations

We recommend that the Commissioner of Safety develop a set of
acceptable standards for the operations of each of the various local
jails and hake sure that the standards are carried out. (The cost
for this would be nominal)

We recommend that each of the local jail adminstrators contact .
local voluntary groups in order to improve inmate assistance. (The
cost of up-grading inmate assistance would be almost nothing.)
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We recommend that the Commissioner of Safety, the Mayor and City
Council, and the Administrato¥s of the local jaiis plar a program for
informing the public of the need for improving the conditions of the local
Jaiis. ?The cost of the program for *informing the pubiic would be
very reasonable. But, the end resuits would be that the pubiic would
support any needed costs for upgrading the quality of the local jails).

We recommend that the Commissioner of Safety work with the local
Jjail administrators to find out whether the jails can obtain a grant
from the LEAA for upgrading the quality of the local jails program.

1 .
We recommend that a committee consisting of the administrators of

the local jails and the Commissioner of Safety look into the possibility
of not confining certain types of offenders in the local jails. ({This
recommendation could reduce the costs of operation sufficiently to take -
care of the costs of any other improvements.)

. Required:

If sufficient evidence was piaced in the report to support the
conclusion and recommendations would the Mayor, City Council, the
Commissioner. of Safety, and the local jail administrators have any
hesitation in accepting the conclusion and recommendations?

Would you state the conclusions and recommendations differently?

Should the auditor present his findings.and recommendations orally rather

than in writing?
Since the report is the only means for communicating the results
of the apdit= can you suggest more appropriate means of communicating

the results of the audit.

Y e
ey

VI.9.127




