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April 8, 2009 
 
 
Delegate Steven J. DeBoy, Sr., Co-Chair, Joint Audit Committee 
Senator Verna L. Jones, Co-Chair, Joint Audit Committee 
Members of Joint Audit Committee 
Annapolis, Maryland 
 
Ladies and Gentlemen: 
 
We have audited the Maryland Correctional Enterprises (MCE) for the period 
beginning December 1, 2005 and ending January 4, 2009.  MCE provides 
programs that provide work experience or rehabilitation for eligible Division of 
Correction inmates. 
 
Our audit disclosed that MCE’s procedures and controls over cash receipts from 
the sale of goods and services need improvement.  MCE’s cash receipts totaled 
approximately $5.7 million during fiscal year 2008. 
 
The Department of Public Safety and Correctional Services’ response, on behalf 
of MCE, to this audit is included as an appendix to this report.  We wish to 
acknowledge the cooperation extended to us during the course of this audit by 
MCE. 
 
 

Respectfully submitted, 
 
 
 
Bruce A. Myers, CPA 
Legislative Auditor 
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Background Information 
 
Agency Responsibilities   
 
MCE is organized under the State of Maryland’s Department of Public Safety and 
Correctional Services and is a unit within the Department’s Division of 
Correction.  MCE operates under the provisions of the Correctional Services 
Article of the Annotated Code of Maryland.  The Code provides, in part, that 
MCE develop programs that provide work experience or rehabilitation for eligible 
Division of Correction inmates.  The Code also provides that MCE be financially 
self-supporting. The goods produced (for example, license plates, furniture, meat 
products, printing) and services offered (for example, data entry) by MCE are 
available to State and federal agencies, political subdivisions, and any charitable, 
civic, educational, fraternal, or religious agency, association, or institution, (for its 
own use and not for resale to others) or as otherwise indicated in the law. 
 
According to the State’s records, MCE’s fiscal year 2008 operating revenue and 
operating expenses were $51.5 million and $46.9 million, respectively, and its 
operating income for fiscal year 2008 totaled $4.6 million. 
 
Financial Statement Audits 
 
For fiscal years 2008, 2007 and 2006, MCE engaged an independent accounting 
firm to perform the audit of MCE’s financial statements.  In the related audit 
reports, the firm stated that MCE’s financial statements presented fairly, in all 
material respects, the financial position of MCE and the results of its operations 
and cash flows for the years then ended, in conformity with accounting principles 
generally accepted in the United States of America. 
 
 

Findings and Recommendations 
 
Cash Receipts  
 
Finding 1 
Procedures and controls over cash receipts need improvement. 
 
Analysis 
Procedures and controls over cash receipts need improvement.  Specifically, the 
employee who was responsible for initially receiving and recording cash receipts 
and preparing the receipts for deposit also had access to the related accounts 
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receivable records.  Consequently, errors or irregularities could occur without 
timely detection.  MCE’s receipts totaled approximately $5.7 million during fiscal 
year 2008.    
 
Recommendation 1 
We recommend that the employee who processes cash receipts not have 
access to the related accounts receivable records. 
 
 

Audit Scope, Objectives, and Methodology 
 
We have audited the Maryland Correctional Enterprises (MCE) for the period 
beginning December 1, 2005 and ending January 4, 2009.  The audit was 
conducted in accordance with generally accepted government auditing standards.  
Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and 
conclusions based on our audit objectives.  We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit 
objectives. 
 
As prescribed by the State Government Article, Section 2-1221 of the Annotated 
Code of Maryland, the objectives of this audit were to examine MCE’s financial 
transactions, records and internal control, and to evaluate its compliance with 
applicable State laws, rules, and regulations. 
 
In planning and conducting our audit, we focused on the major financial-related 
areas of operations based on assessments of materiality and risk.  Our audit 
procedures included inquiries of appropriate personnel, inspections of documents 
and records, and observations of MCE’s operations.  We also tested transactions 
and performed other auditing procedures that we considered necessary to achieve 
our objectives.  Data provided in this report for background or informational 
purposes were deemed reasonable, but were not independently verified. 
 
MCE’s management is responsible for establishing and maintaining effective 
internal control.  Internal control is a process designed to provide reasonable 
assurance that objectives pertaining to the reliability of financial records, 
effectiveness and efficiency of operations including the safeguarding of assets, 
and compliance with applicable laws, rules, and regulations are achieved. 
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Because of inherent limitations in internal control, errors or fraud may 
nevertheless occur and not be detected.  Also, projections of any evaluation of 
internal control to future periods are subject to the risk that conditions may 
change or compliance with policies and procedures may deteriorate. 
 
Our reports are designed to assist the Maryland General Assembly in exercising 
its legislative oversight function and to provide constructive recommendations for 
improving State operations.  As a result, our reports generally do not address 
activities we reviewed that are functioning properly. 
 
This report includes a finding related to a condition that we consider to be a 
significant deficiency in the design or operation of internal control that could 
adversely affect MCE’s ability to maintain reliable financial records, operate 
effectively and efficiently, and/or comply with applicable laws, rules, and 
regulations.  Our audit did not disclose any significant instance of noncompliance 
with applicable laws, rules, or regulations.  Other less significant findings were 
communicated to MCE that did not warrant inclusion in this report.   
 
The Department of Public Safety and Correctional Services’ response, on behalf 
of MCE, to our findings and recommendations is included as an appendix to this 
report.  As prescribed in the State Government Article, Section 2-1224 of the 
Annotated Code of Maryland, we will advise the Department regarding the results 
of our review of its response. 
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