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AUDIT OBJECTIVE 
 
Our objective was to determine if the 
Department of Taxation and Finance 
(Department) has properly controlled and 
monitored the costs of the development of the 
e-Managed Processes for an Integrated 
Revenue Enterprise (e-MPIRE) system. 
 

AUDIT RESULTS - SUMMARY 
 
In 2001, the Department began to replace its 
existing computer systems with the single, e-
MPIRE system that would contain the major 
business processes for all tax types.  The team 
responsible for developing the new system 
includes both Department employees and 
consultants.  As of March 31, 2006, system 
development costs reportedly totaled $87.9 
million, of which $56.9 million related to 
consultant contracts, $29.8 million related to 
Department staff, and $1.2 million related to 
software. 
 
We examined the actions taken by the 
Department in developing a budget for the e-
MPIRE project and in monitoring actual costs 
against budgeted costs.  We found the 
Department did not include all anticipated 
costs in the project’s budget until late in 2005, 
after we initiated our audit.  In particular, the 
Department had not budgeted one of the 
project’s most significant costs: the cost of the 
in-house staff assigned to the project team.   
 
We also found the Department did not have a 
system for providing complete, accurate, and 
up-to-date information about actual project 
costs.  As a result, Department managers 
could not closely monitor the project’s 
financial status to ensure the project was 
completed on time and within budget.  In 
failing to establish adequate budgeting and 
cost accounting systems, the Department 
failed to adhere to basic system development 

guidelines established by the State Office for 
Technology. 
 
The Department originally estimated the 
e-MPIRE project would be completed in 
March 2006 at a total cost of $64.6 million 
(estimate of total cost included consultant 
costs only).  However, by March 2006, the 
estimated date of completion had been pushed 
back to March 2008, and the estimated 
consultant costs had increased by 44 percent 
to $92.9 million (the total estimated cost of 
completion was $144.2 million).  To help 
prevent further escalations in project costs, we 
recommend the Department develop an 
appropriate cost monitoring system.   
 
The project development team includes 
numerous consultants who are provided by 
contractors in response to needs that have 
been identified by the Department.  These 
consultants are billed to the Department on an 
hourly basis at rates that can exceed $200 an 
hour.  We examined the Department’s 
controls over the hiring and payment of these 
consultants.  We found that a number of 
improvements are needed if the Department is 
to have reasonable assurance its payments are 
not higher than necessary and the consultants 
actually work all the hours paid.   
 
Our report contains ten recommendations to 
improve controls over project costs and the 
management of consultant contractors.  
Department officials agreed with the general 
intent of our recommendations.  However, 
they took exception with the report’s 
fundamental conclusions that e-MPIRE 
project costs were not adequately tracked and 
monitored. 
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This report, dated December 14, 2006, is 
available on our website at:  
http//www.osc.state.ny.us. 
Add or update your mailing list address by 
contacting us at: (518) 474-3271 or 
Office of the State Comptroller 
Division of State Services 
State Audit Bureau 
110 State Street, 11th Floor 
Albany, NY 12236 

 
BACKGROUND 

 
The Department administers the State’s tax 
laws and serves as the State’s general tax 
collection agency.  The various taxes 
collected and administered by the Department 
include Corporation, Personal Income, Sales, 
and other miscellaneous taxes.  Annually, the 
Department collects over $40 billion in State 
tax revenue and over $23 billion in local taxes 
on behalf of municipalities.  The Department 
has a total workforce of more than 4,700 
employees, and for the 2004-05 fiscal year, its 
operating budget exceeded $407 million.   
 
To accomplish its mission, the Department 
relies heavily on its computer systems, which 
are maintained on an aging Unisys platform.  
These systems include separate databases for 
the different types of taxes.  In 2001, the 
Department began to replace its existing 
computer systems with an integrated system 
that would combine the major business 
processes for all tax types into a single system 
for capturing, storing and retrieving data.  
This new, integrated system is called the       
e-MPIRE system.   
 
The Department originally planned to have a 
single consultant do most of the development 
work for the e-MPIRE system.  Accordingly, 
in March 2002, the Department contracted 
with Deloitte Consulting (Deloitte) to provide 
project initiation, planning, conceptual design, 
and detail design for the e-MPIRE system’s 

core functions - Corporation Tax and Personal 
Income Tax.  The first set of deliverables was 
to be provided within twelve months.  The 
original contract was for one four-year term 
with two two-year extensions.   
 
However, in May 2003, the Department 
terminated the contract with Deloitte, which 
received payments totaling about $10.7 
million.  The contract was terminated because 
the market price of technology services had 
declined and the Department believed its own 
staff could do much of the development work.  
Since the Department still needed assistance 
from outside consultants, it hired various 
firms under separate agreements (Multiple 
Award Standby Agreements) that were 
subject to provisions in a central State 
contract for information technology services.  
 
The e-MPIRE development team thus 
includes both Department employees and 
consultants.  The team includes business 
analysts, computer programmers, technical 
staff, project managers, and support staff.  
About 60 percent of the team (185 
individuals) are Department employees, while 
40 percent (138 individuals) are consultants.  
Some team members work on the project part-
time, while others work on the project full-
time.   
 
The Department originally estimated that the 
e-MPIRE project would be completed in 
March 2006 at a total cost of $64.6 million 
(estimate of total cost included consultant 
costs only).  However, that date was pushed 
back, and in March 2006, the Department 
estimated that the project would be 
substantially completed (for the major tax 
types) in March 2008.  The total estimated 
cost of completion was $144.2 million.  
 
The e-MPIRE system consists of four 
components, which are called “releases.”  
Release One, which covers Taxpayer 
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Identification, was deployed in October 2004.  
Release Two, which covers Corporation Tax, 
was deployed in January 2006.  Release 
Three, which covers Personal Income Tax, is 
scheduled to be deployed in October 2006.  
Release Four, which covers the remaining 
major tax types, is scheduled to be deployed 
in the Spring of 2008.  According to 
Department officials, Department staff will be 
primarily responsible for any subsequent 
enhancements to these four components and 
for converting the remaining tax types to the 
e-MPIRE system.  
 
As of March 31, 2006, the Department 
reported that the total cost to date of the e-
MPIRE project was $87.9 million, of which 
$56.9 million related to consultant contracts, 
$29.8 million related to Department staff, and 
$1.2 million related to software.  
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Monitoring of Project Costs 

 
The New York State Office of Technology’s 
Project Management Guidebook (Guidebook) 
prescribes a standard methodology for 
managing an information technology (IT) 
project throughout its life.  The objective of 
the Guidebook is to ensure that IT projects are 
conducted in a disciplined, well-managed and 
consistent manner that promotes the delivery 
of quality products and results in projects 
completed on time and within budget.   
 
The Guidebook directs management to 
calculate a preliminary budget for the project, 
including the cost of human resources, 
equipment, travel, materials and supplies.  As 
more detailed information becomes known, 
management should recalculate the budget 
required to complete specific project activities 
and tasks.  Time estimates for major project 
phases should be tracked against actual dates 

of completion, and actual costs should be 
tracked against budget estimates.  
Management should closely monitor the 
project’s financial status to ensure the project 
is completed within the approved budget and 
to understand the causes of any cost 
variances.  Management should also take 
proactive steps to keep costs under control.   
 
We examined the actions taken by the 
Department in developing a budget for the e-
MPIRE project and in monitoring actual costs 
against budgeted costs. We found the 
Department did not follow the project 
management guidelines contained in the 
Guidebook, as the Department did not include 
all anticipated costs in the preliminary and 
subsequent budgets, did not recalculate the 
budget on a regular basis to incorporate the 
most up-to-date project information, and did 
not have a system for providing complete, 
accurate, and up-to-date information about 
actual project costs.  As a result, Department 
managers could not closely monitor the 
project’s financial status to ensure the project 
was completed on time and within budget.   
 
The Department prepared a preliminary 
budget for the project early in 2001.  
According to this budget, the project was 
expected to cost $64.6 million.  However, this 
budget did not include all anticipated project 
costs, as the costs of the Department staff that 
were likely to be assigned to the project were 
not included.  Department officials told us 
that, from the project’s inception, they 
planned to use Department staff on the 
project.  Despite this intention, the cost of in-
house staff was not included in the initial 
budget.   
 
In October 2003, the budget was updated after 
the initial primary consultant was terminated.  
However, the cost of in-house staff was still 
not included in the budget, even though in-
house staff were now expected to have a 
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significant role in the system development 
process.  In fact, in-house staff costs were not 
included in the budget until late in 2005, after 
our audit had been initiated.  Even then, the 
costs were initially understated by a 
significant amount, as a Department email to 
the Division of the Budget on October 5, 2005 
reported a total estimated project cost of $123 
million through March 2008, omitting about 
$20 million in in-house staffing costs that 
were subsequently identified.  
 
While the budget was updated in October 
2003, we found no evidence it was updated 
between April 2001, when it was first 
developed, and October 2003, and no 
evidence it was updated again until October 
2005.  Thus, it appears that the budget for this 
multi-million dollar project was updated only 
twice in four-and-a-half years.  We question 
how closely project costs were being 
monitored in the interim (Department officials 
were unable to provide us with any 
documentation showing that comparative 
analyses of total actual costs and total 
budgeted costs were being performed during 
this period).  
 
We requested copies of all updates to the 
original 2001 budget at the outset of our audit 
in August 2005.  However, Department 
officials did not provide us with any updates 
until March 2006, nearly seven months after 
we requested the information.  At that point, 
we requested supporting documentation for 
the increase in budgeted costs, which had 
risen from $64.6 million in 2001 to $83.3 
million in October 2003.  However, 
Department officials told us that 
documentation supporting the $83.3 million 
estimate had not been retained.   
 
We encountered similar difficulties when we 
requested other information about project 
costs.  For example, in October 2005, the 
Department advised us that the project’s total 

costs would be $75.5 million through March 
31, 2006.  However, due to an error in the 
reported number of full-time equivalent (FTE) 
Department staff assigned to the project, costs 
were significantly understated in this 
estimate.  Consequently, in November 2005, 
Department officials provided us with an 
adjusted total cost of $87.8 million through 
March 2006 (an increase of $12.3 million 
from the projection made the previous 
month).  This projection was subsequently 
increased to $87.9 million to include two 
consultant contracts that had been omitted.   
 
When we reviewed the documentation 
supporting these projections (and, in 
particular, the Program Manager Expenditure 
Reports, which are prepared monthly by the 
Department’s Budget and Accounting 
Services Unit), we found that the number of 
FTE Department staff assigned to the project 
was significantly underreported until 
September 2005.  For example, in January 
2004, a total of 53.6 FTE staff was reported.  
However, according to a report prepared by 
the e-MPIRE project management team, the 
number of FTE Department staff assigned to 
the project in January 2004 was actually 138 
(a difference of 84.4 FTE staff).   
 
Our difficulty in obtaining reliable cost 
information shows that the Department did 
not have a system for providing complete, 
accurate, and up-to-date information about 
project costs.  In the absence of such a 
system, we question how Department 
managers can exercise effective control over 
project costs.   
 
We note that, until November 2005, total 
expenditures for the e-MPIRE project were 
not reported separately to the Commissioner 
of the Department.  Instead, personal service 
costs for the Department staff working on the 
project were included in the amount reported 
for the Department’s entire Enterprise 
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Services Division.  Department officials 
maintained that this flaw in the cost reporting 
system did not matter, because the 
Commissioner was updated monthly on the 
progress of the e-MPIRE project by both 
fiscal and program staff.  However, there was 
no documentation of the specific details 
provided to the Commissioner during these 
monthly updates, so we cannot determine if 
these costs were accurately reported during 
the updates.   

On March 20, 2006, after our audit field work 
had ended, the Department provided us with a 
complete estimate for the total cost of the e-
MPIRE project through its expected date of 
completion (this estimate, which includes a 
breakdown of the costs by fiscal year, is 
shown below).  To help prevent further 
escalations in project costs, we recommend 
the Department develop an appropriate cost 
monitoring system. 
 

 
Recommendation 

 
1. Develop a system that enables the 

Department to have accurate 
documented financial information 
readily available to monitor total 
project costs.  Use this information to 
routinely prepare a detailed 
comparative analysis between total 
actual costs and total budgeted costs.  
Make adjustments to the estimated 
budget as appropriate.  

 

Contractor Management 
 
Although in-house staff has performed a 
significant amount of work on the e-MPIRE 
project, the Department needed consultants to 
provide additional staffing, technical skills 
and expertise.  Accordingly, the Department 
contracted with several IT firms, and these 
firms provided individuals to meet the 
Department’s various needs.   
 
We examined the Department’s controls over 
the hiring and payment of these individuals.  

 
e-MPIRE Project Costs  
(amounts in thousands) 

  2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07* 2007-08* Total 

Department Staff $23 $   286 $  3,141 $ 7,589 $  8,915 $ 9,818   $10,113  $10,199 $    50,084 
 
Non-personal Service           
 
  Consultant Staff    0   1,800     8,256    9,448   18,078  19,300   18,000    18,000       92,882 
  Software costs          248        969            1,217 
NPS Subtotal     0   1,800 $  8,256 $    9,696 $19,047   $19,300 $18,000  $18,000 $   94,099 
Total Cost      $23 $2,086 $11,397 $  17,285 $27,962 $29,118 $28,113  $28,199 $144,183 

 
* Costs for these years are projected  
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We found that a number of improvements are 
needed if the Department is to have 
reasonable assurance its payments are not 
higher than necessary, the individuals actually 
work all the hours paid, and the individuals 
are in fact qualified to meet the needs 
identified by the Department. 

 
Hiring of Consultants 

 
The Office of General Services (OGS) 
Statewide Backdrop Contract for Information 
Technology Services (Backdrop Contract) 
provides IT job classifications/titles 
describing the minimum criteria associated 
with each level of consultant and category of 
expertise.  For example, program analysts are 
classified under entry level and Program 
Analyst I, II or III titles, based on their years 
of experience.  The Backdrop Contract also 
establishes not-to-exceed rates for each job 
classification/title.   
 
In the Multiple Award Standby Agreements 
(MASA) used by the Department beginning 
in 2003, IT firms were awarded contracts that 
required adherence to the terms of the 
Backdrop Contract.  Consequently, the hourly 
rate range provided by the contractors under 
MASA may not exceed the rates in the 
Backdrop Contract.  For example, a Program 
Analyst III must have eight years of 
experience and can be paid between $44 and 
$62 hourly.   
 
The Department awarded consulting contracts 
to Revenue Solutions Inc. (RSI), Computer 
Aid, Inc. (CAI), and Keane, Inc. (Keane), as 
well as to other firms.  CAI and Keane were 
contracted under MASA, while RSI was 
contracted under the Backdrop Contract.  The 
Department also contracted with the Unisys 
Corporation (Unisys) for IT and consulting 
services on the e-MPIRE project.  The Unisys 
contract contains service and skill 
descriptions for each service and title as well 

as a schedule of costs with the maximum 
hourly rate per title.  
 
Each of the contractors provides specific 
individual consultants to the e-MPIRE project 
in response to requests from the Department.  
The Department identifies a particular need 
and asks one of the contractors to meet that 
need.  The contractor provides resumes of 
prospective candidates.  The Department 
interviews the candidates and selects one of 
the candidates.  This individual is then 
assigned to the project and billed to the 
Department at an hourly rate that must fall 
within the range specified by the contract for 
that particular job title.  
 
When requesting individual consultants from 
the contractors, the Department should 
request job titles, and levels within those 
titles, that are commensurate with its needs.  
For example, a Program Analyst III should be 
requested when high-level skills and 
experience are needed, and a Program Analyst 
I should be requested when lower levels of 
skill and experience are needed.  We 
examined the process used by the Department 
in requesting individual consultants from 
contractors to determine whether the process 
provided reasonable assurance the job title 
levels requested were, in fact, commensurate 
with the Department’s needs.   
 
According to Department officials, the Team 
Lead (Unit Supervisor), who may be a 
Department employee or a consultant, 
requests additional personnel based on 
identified needs.  The Project Managers, 
Project Resource Manager and Project 
Director determine what level of the 
requested job title is needed, with the e-
MPIRE Project Director making the final 
decision.  An Assignment Notification, which 
documents the level and skills of the position 
a contractor is being asked to fill, is used to 
request a candidate from the contractor.   
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When the Project Managers, Project Resource 
Manager and Project Director determine what 
level should be requested, there are no formal 
guidelines to guide their decision.  In 
addition, the officials do not document why 
they select one level instead of another.  In 
the absence of (1) formal guidelines for 
making this decision and (2) documentation 
justifying the decision, there is an increased 
risk the Department may request more costly 
job title levels than are actually needed.   
 
When we reviewed the job title levels of the 
138 consultant workers who were assigned to 
the e-MPIRE project as of November 14, 
2005, we found that 56 of the 58 CAI workers 
(97 percent) were at the highest levels for 
their job titles (e.g., Program Analyst III, 
rather than Program Analyst II, I or entry 
level).  In contrast, only 25 of the 54 Keane 
workers (46 percent) and 3 of the 6 RSI 
workers (50 percent) were at the highest 
levels for their job titles. 
 
Department officials stated that they expected 
a high percentage of CAI consultants to be at 
the highest levels for their job titles due to the 
need for senior level consultants with the skill 
and experience necessary to have immediate 
impact on the project and achieve scheduled 
deployment dates.  Department officials 
further stated that they believe they have an 
effective process for determining the level of 
consultant needed; however, they also 
acknowledged that certain aspects of that 
process were not documented.  
 
To determine whether the individual 
consultants hired by the Department had the 
qualifications required for their job titles and 
levels, we selected a sample of consultants 
and compared the credentials listed on each 
consultant’s resume to the criteria in the 
Backdrop Contract for the consultant’s job 
title and level.  Our judgmental sample 
consisted of 80 of the 138 consultants 

assigned to the e-MPIRE project as of 
November 14, 2005.  We selected the 
consultants to get a mixture of different job 
titles and different types of contracts, and 
selected a greater number of consultants from 
the firms that provide more consultants.  
Accordingly, 58 of the consultants in our 
sample were provided by CAI, 15 were 
provided by Keane, 2 were provided by RSI, 
and 5 were provided by Unisys.   
 
The Assignment Notification states that a 
candidate’s qualifying experience for all 
mandatory requirements and associated skill 
set specifications must be clearly reflected on 
the resume.  However, the resumes we 
reviewed indicated that 14 of the 58 
consultants from CAI (24 percent) did not 
have the minimum required experience for 
their job titles.  We note that all 14 were at the 
highest levels for their job titles.   
 
For example, even though 8 years of 
experience is required for a Program Analyst 
III, one consultant’s resume indicated 6 years 
and 2 months of experience; another resume 
indicated 6 years and 6 months of experience; 
and two other resumes indicated 6 years and 
11 months of experience.   
 
For 10 of the 14 consultants, CAI 
representatives subsequently provided 
evidence of additional experience not 
reflected on the consultants’ resumes.  
However, in some instances, the additional 
qualifying experience consisted of internships 
or apprenticeships that lacked specific, 
verifiable information.  Further, this 
information was not available to the 
Department at the time the consultants were 
hired.  Thus, the candidates were hired 
although the information available indicated 
they were not fully qualified for their 
positions.   
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We also found that 1 of the 15 consultants 
from Keane did not have the minimum 
required experience.  A project management 
official provided evidence of additional 
experience not reflected on the employee’s 
resume.  Again, this information was not 
available to the Department at the time the 
individual was hired.  We found that both 
consultants from RSI had the qualifications 
required for their job titles.  
 
The Department was initially unable to 
provide us with the resumes of the five 
Unisys consultants, but subsequently obtained 
the resumes from the contractor.  We 
determined that all five consultants met the 
qualifications prescribed in the contract.  
However, in the absence of the resumes, we 
question how the Department was able to 
verify the candidates’ qualifications before 
they were hired.  If the Department does not 
routinely review candidates’ resumes, and 
validate the information on the resumes, there 
is an increased risk the Department could hire 
individuals who do not possess the 
appropriate levels of skill and experience for 
their job titles.  Even if such individuals prove 
to be capable of performing their duties, they 
would be paid at higher hourly rates than 
authorized by the contract.   
 
Department officials noted that the initial 
screening of a resume is only one step in the 
overall assessment process.  Officials stated 
they also conduct thorough interviews to 
determine a candidate’s experience and 
technical skill level.  However, the Department 
recognizes the need for improving the review 
process to validate consultant resumes and 
will work with the contractors to strengthen 
this process.  The Department further agrees 
to review its recruitment/interview process to 
determine where tighter internal controls 
could be implemented to validate resume 
information prior to hire. 
 

Recommendations 
 
2. Develop formal guidelines for 

determining the level of consultant 
required for services needed and maintain 
documentation supporting the decisions 
made during the process. 

 
3. Obtain and review consultants’ resumes 

prior to hiring to ensure each consultant 
possesses the skills and experience 
required for their job title.  

 
Payments to Consultants 

 
According to the Guidebook, agency 
management is responsible for monitoring a 
consultant’s performance either directly or 
through a team leader.  In addition, 
management must control project cost by 
monitoring the consultant’s activities, 
including the time and attendance of 
consultant employees, which are the basis for 
consultants’ bills to the Department. 
 
According to Department officials, consultant 
employees prepare their timesheets on a 
weekly basis. These individuals provide 
copies of the timesheets to their supervisors 
(and a Department employee if their 
supervisor is a consultant) for approval. 
Signed timesheets are then submitted to e-
MPIRE administrative staff where they are 
posted to a monthly summary report.  When 
an invoice is received from a contractor, the 
Department’s Staffing Services Unit 
reconciles the hours and rates in the bill 
against the monthly report.  If there are any 
discrepancies, the Staffing Services Unit 
refers them to the contractor or e-MPIRE 
administrative staff for resolution.   
 
We reviewed invoices submitted by 
contractors for project services provided 
between April 2002 and July 2005.  We 
compared the invoices to the weekly time and 
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attendance records for 50 consultant 
employees, selected judgmentally, from the 
following contractors: Maximus Inc., CAI, 
Unisys, CMA Consulting, Ajilon Consulting 
(Ajilon), Keane, and RSI.   
 
We found that, for 6 of the 50 consultant 
employees, the number of weekly hours billed 
by the contractors did not always agree with 
the number of weekly hours worked by the 
employees.  In some instances, the contractors 
billed for more hours than were worked, in 
other instances they billed for fewer hours 
than were worked.  The six employees came 
from three of the seven contractors in our 
sample (Ajilon, Keane, and Unisys).  In 
addition, the Department was unable to 
provide us with all the weekly timesheets for 
5 of the 50 employees.   
 
After we brought the billing discrepancies to 
the attention of Department officials, they 
provided us with revised timesheets and/or 
other documentation to support the 
contractors’ invoices for four of the six 
consultant employees in question.  In the 
absence of supporting contemporaneous 
documentation for the billings, management 
lacks the assurances it requires that vendor 
payments are accurate and appropriate.   
 
In addition to the discrepancies between the 
invoices and timesheets, we also found that 
one of the contractors (Ajilon) overbilled the 
Department for several employees.  
According to the contract, a Project Lead 
should be billed at $115 per hour, and Senior 
Performance Engineers and Performance 
Engineers should be billed at $90 per hour.   
 
However, Ajilon billed Senior Performance 
Engineers at $115 per hour on three of the 
five invoices which included claims for 
services under this title.   
 

The total net overpayments we identified are 
summarized as follows: 
 

 
Contractor 

Net 
Overpayment 

Ajilon Consulting $24,085 
Keane, Inc. $  5,196 
Unisys Corp. $  2,280 
Net Overpayments $31,561 

 
Department officials stated they would take 
actions to ensure proper timesheet 
documentation and storage.  The officials also 
acknowledged that the process for verifying 
contractors’ invoices did not function as 
intended for Ajilon’s claims, and they have 
taken actions to strengthen the review of 
future invoices.  Officials also indicated that 
they withheld $9,515 for excessive rate 
charges from a recent payment to Ajilon.  
However, we maintain that the remaining 
$14,570 in net overpayments should also be 
recovered from Ajilon, and the $7,476 in net 
overpayments should be recovered from 
Keane and Unisys.   
 
During our review of the consultant 
employees’ timesheets, we noticed that many 
of the timesheets were not approved as 
required.  Specifically, 15 of the 50 
consultants had timesheets lacking consultant 
signatures, and 12 of the 50 consultants had 
timesheets lacking supervisory approval.  In 
addition, 6 of the 50 consultants had 
timesheets that were approved by another 
consultant, rather than a Department 
employee. Also, one employee’s timesheets 
were approved by a Department employee 
other than the one designated as his 
supervisor.   
 
It should be noted that the consultants on this 
project worked irregular hours, including 
nights and weekends.  Moreover, some 
consultants averaged 250 hours monthly, 
while others routinely billed in excess of 300 



 
 

 

 
 

 
Report 2005-S-50  Page 11 of 26 

hours.  It is therefore important that their 
work hours be closely monitored.  In the 
absence of adequate monitoring, there is a 
significant risk such individuals could be paid 
for hours that were not actually worked.   
 
Department officials believe that their process 
for approving timesheets has worked well. 
However, they acknowledge the need to 
tighten certain controls. Specifically, the 
Department recognizes the need for formal 
approval of all timesheets and will work to 
achieve this. 
 

Recommendations 
 
4. Take steps to improve the process for 

verifying contractor invoices to prevent 
the kinds of errors that were identified by 
our audit.   

 
5. Ensure that the timesheets of consultant 

employees are signed by the employees 
and approved by the appropriate 
individuals.   

 
6. Recover the overpayments identified by 

our audit.   
 

Consultant Work Hours on Weekends and 
After Hours 

 
The consultants on the e-MPIRE project are 
paid on an hourly basis.  Some are billed at 
rates in excess of $200 per hour and nearly all 
are billed at a rate of at least $40 per hour.  
Many of these consultants regularly work 
long hours, including nights and weekends.  
 
For example, our review of the invoices 
submitted by contractors for the period April 
2002 through July 2005 identified 81 
consultants who consistently worked in 
excess of 200 hours per month, including 12 
CAI and 3 Keane consultants who sometimes 
worked more than 250 hours per month.  The 

consultants who worked these hours often 
worked on weekends.   
 
According to the Department’s written policy, 
all “extra” work hours (i.e., all work hours in 
excess of 40 weekly) had to be authorized by 
a supervisor before they were worked.  
Moreover, any work in excess of six extra 
hours had to be authorized by a second level 
supervisor (the individual’s Project Director).  
However, we found no evidence of any prior 
approval for any of the extra hours that were 
worked by any of the consultants.   
 
Department officials informed us that the 
prior approval cited in their policy need not 
be written.  They also stated that, effective 
September 28, 2005 (shortly after our audit 
was initiated), the policy was modified and 
the approval of the Project Director was no 
longer required for more than six hours of 
extra work.  They further stated that, in their 
opinion, the supervisor’s signature on a 
timesheet containing extra hours is sufficient 
written approval for the extra hours.  
 
In light of the Department’s modification to 
its policy and its interpretation of that policy, 
we question whether the policy provides 
sufficient protection against wasteful 
overtime and time and attendance abuses.  We 
note that the consultants working the large 
number of extra hours are often unsupervised 
and often unobserved by Department 
employees.  As a result, there is a significant 
risk that some of the extra hours worked by 
these individuals may not need to be worked 
and some of the extra work hours claimed by 
these individuals may not actually be worked.   
 
Because of these significant risks, we 
attempted to verify the extra work hours of 
some of these individuals.  We judgmentally 
selected 20 of the 50 consultants whose 
weekly time and attendance records we had 
reviewed for the period April 2002 through 
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July 2005, and identified the weekends these 
individuals claimed to have worked during 
this period.  We then reviewed certain other 
records to see if these records confirmed the 
individuals’ attendance at work during these 
weekend hours.  These other records were (1) 
weekend sign-in logs for the buildings in 
which the individuals were to have worked, 
(2) a record of the ID cards swiped to gain 
entry to the buildings on weekends (an after 
hours ID swipe card system was put in place 
in 2005), and (3) a record of the individuals 
accessing the Department’s mainframe 
computer (some of the consultants in our 
sample often needed access to this computer 
to perform their work).    
 
We found that we could generally verify the 
weekend work hours of 8 of the 20 
individuals in our sample.  However, in many 
instances, we could not verify the weekend 
work hours for the other 12 individuals.  For 
example, on nine different days, the hours 
actually worked by four of the individuals (as 
evidenced by their sign-in and sign-out times 
in the weekend log book) disagreed with the 
work hours billed by their contractors.  In all 
nine cases, the hours billed were greater than 
the hours worked.   
 
For example, on one of the nine days, one 
individual signed in the log book at 12:20 
p.m. and signed out at 4:30 p.m. - a period of 
slightly more than four hours.  However, the 
Department was billed (and paid) six hours 
for that individual on that day.   
 
In addition, on 25 different days, 4 of the 
individuals did not sign in or out and did not 
swipe in, yet their timesheets indicated that 
they worked a total of 143 hours on these 
days.  The Department paid a total of $13,469 
for these 143 hours.   
 
We also identified a number of discrepancies 
for seven individuals who, by virtue of their 

job titles and standard duties, would generally 
need access to the mainframe computer to do 
their work.  For example, on 7 different days, 
2 of these individuals did not sign in or out, 
swipe in, or access the mainframe, yet their 
timesheets indicated that they worked a total 
of 30 hours on these days.   
 
We noted that 1 of these 7 individuals was 
paid for more than 300 hours during both 
March and April of 2004.  However, on three 
of the days that were supposedly worked 
during that time period, the individual did not 
access the mainframe.  The Department was 
billed for 20 hours of service for those dates 
(we were unable to check the log book or 
swipe card access system for March and April 
of 2004, because the log books were not 
retained for this period and the swipe card 
system was not yet in place.)  We also noted 
that the hours billed for this individual were 
not always consistent with the individual’s 
hours on the mainframe.  For example, on one 
date, the individual was paid for eight hours, 
but accessed the mainframe for only one hour.  
 
Department officials acknowledged that an 
immediate supervisor may or may not have 
been present to monitor the time and 
attendance of the consultants who worked 
weekend hours.  However, they noted that 
when personal observation is not possible, 
email and telephone communication can be 
used to maintain contact.  The officials also 
noted that, while some individuals must 
access the mainframe to perform their job, 
other duties such as designing, documenting 
and testing would be done outside the 
mainframe.  Department officials also 
questioned the validity of our audit tests, 
noting that they are not part of the normal 
administrative process for verifying work 
hours.   
 
We acknowledge that our audit tests are not 
part of the normal administrative process for 
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verifying work hours, but they demonstrate 
the Department’s vulnerability to abuse in this 
area as they call into question the validity of 
some of the extra hours claimed by these 
individuals.  We are also troubled by the 
Department’s response because in February 
2005, they issued a directive to all employees 
and consultant staff, informing them that a 
new access system for after hours entry was 
in effect.  Department staff was told that they 
should not use their ID cards to allow others 
to enter the building.  Yet despite this 
directive, Department officials, in their 
response to our findings, deny that anything 
inappropriate may have occurred when 
consultants claimed to have worked on days 
their presence in the building could not be 
confirmed by the swipe card access system 
they were required to use.   
 
In acknowledgement of the importance of 
these matters, Department officials stated they 
would periodically reinforce their timesheet, 
overtime, swipe-in, and sign-in/out 
procedures with all staff to ensure the staff 
were complying with the procedures.  We 
agree such reinforcement may be needed, but 
note that it is also critical for the Department 
to establish adequate controls over the extra 
hours worked by consultants on the e-MPIRE 
project. 

 
Recommendations 

 
7. Establish formal policies and procedures 

regarding the Department’s monitoring of 
the extra hours worked by consultants.  
These policies and procedures should 
ensure that the hours worked are 
necessary, are approved, documented and 
agree with the number of hours billed by 
the contractor. 

 
8. Disseminate these formal written policies 

and procedures to e-MPIRE staff to 

ensure they are understood and adhered 
to. 

 
Increases in Hourly Rate  

 
During our review of the invoices submitted 
by contractors providing consulting services 
for the period April 2002 through July 2005, 
we identified 16 individual consultants who 
received increases in their hourly billing rates 
in excess of 20 percent.  We asked 
Department officials for documentation 
supporting these increases, and they provided 
the Assignment Notifications relating to the 
increases as well as other documentation.  We 
reviewed the documentation and determined 
that two of the consultants moved to new job 
titles and ten advanced to the next level 
within their job titles.  
 
However, the remaining four consultants had 
no change in job title or level; instead, their 
new assignments were extensions of their 
previous assignments.  These four consultants 
(all four were Program Analyst IIIs) received 
billing rate increases ranging from $10 (20 
percent) to $13 (28 percent) per hour.  The 
increased hourly rates for the four consultants 
were within the range allowed by the contract 
for the consultants’ job title.  However, we 
found no evidence indicating the increased 
rates had been negotiated with the contractor.   
 
According to Department officials, they have 
had constant dialogue with the contractors on 
the recruitment and renewal of individual 
consultants, and these discussions have dealt 
with all aspects of the process, including 
hourly billing rates.  However, conversations 
with contractors occurred in ad hoc or 
monthly meetings and telephone 
conversations were not routinely documented.  
Department officials advised us they fully 
understand and appreciate the need to control 
costs and will continue to examine their 
processes and procedures to ensure all 
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required steps in the recruitment process are 
followed and proper documentation is 
maintained. 
 

Recommendations 
 

 9. Formally negotiate hourly rates 
proposed by contractors to secure the 
best hourly rate while retaining qualified 
consultants. 

 
10. Maintain documentation of efforts to 

negotiate with contractors for the best 
hourly rate per consultant.   

 
AUDIT SCOPE AND METHODOLOGY 

 
We conducted our audit in accordance with 
generally accepted government auditing 
standards.  We audited the Department’s 
implementation of the e-MPIRE system for 
the period April 1, 2002 through December 
31, 2005.  To accomplish our objective, we 
reviewed the Project Management Guidebook 
for proper management of projects in New 
York State government as well as contracts 
for staffing, consulting and quality assurance 
for the e-MPIRE project.  We met with 
Department and project management officials, 
and reviewed expenditure reports and 
schedules.  We analyzed invoices submitted 
by the contractors and time and attendance 
records for individual consultant staff.  We 
also reviewed resumes for a sample of 
consultants.  In addition, we reviewed 
Department sign-in logs, reports from the 
automated swipe card system, and a record of 
the individuals accessing the Department’s 
mainframe computer to verify weekend hours 
worked by a sample of consultants.  
 
We reviewed all invoices submitted from 
April 2002 through June 2005 by certain of 
the contractors hired to provide consulting 
services.  The Department was billed for a 
total of 303 consultant staff during this time 

period.  We judgmentally selected a sample of 
50 consultants based on the hours, hourly rate 
and title billed per consultant as well as the 
number of consultants provided by the 
contractor.  Our sample included consultant 
staff from the following contractors: Maximus 
Inc., Computer Aid Inc., Unisys Corp., CMA 
Consulting, Ajilon Consulting, Keane Inc., 
and Revenue Solutions Inc.  We also selected 
a sample of 80 of the 138 consultants working 
on the project as of November 14, 2005, 
based on the type of contract, the number of 
consultants provided and the consultants’ 
titles to compare their resumes to the skill and 
experience required for their job titles.   
 
In addition to being the State Auditor, the 
Comptroller performs certain other 
constitutionally and statutorily mandated 
duties as the chief fiscal officer of New York 
State, several of which are performed by the 
Division of State Services.  These include 
operating the State’s accounting system; 
preparing the State’s financial statements; and 
approving State contracts, refunds, and other 
payments.  In addition, the Comptroller 
appoints members to certain boards, 
commissions and public authorities, some of 
whom have minority voting rights.  These 
duties may be considered management 
functions for purposes of evaluating 
organizational independence under generally 
accepted government auditing standards.  In 
our opinion, these management functions do 
not affect our ability to conduct independent 
audits of program performance. 
 

AUTHORITY 
 
The audit was performed in accordance with 
the State Comptroller’s authority under 
Article V, Section 1 of the State Constitution 
and Article II, Section 8 of the State Finance 
Law. 
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REPORTING REQUIREMENTS 
 
We provided draft copies of this report to 
Department officials for their review and 
formal comment.  We considered their 
comments in preparing this report and have 
included them as Appendix A.  Our rejoinders 
to the Department’s comments are presented 
in Appendix B, State Comptroller’s 
Comments. 
 
Within 90 days of the final release of this 
report, as required by Section 170 of the 
Executive Law, the Commissioner of the 
Department of Taxation and Finance shall 
report to the Governor, the State Comptroller, 

and the leaders of the Legislature and fiscal 
committees, advising what steps were taken to 
implement the recommendations contained 
herein, and where recommendations were not 
implemented, the reasons why. 
 

CONTRIBUTORS TO THE REPORT 
 
Major contributors to this report include 
Arthur F. Smith, Cynthia A. Herubin, David 
L. Pleeter, Stacey M. Potaczala, Jennifer N. 
Van Tassel, Brian Mason and Dana 
Newhouse. 
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1. We reiterate our finding that there was no 
evidence that the budget was updated 
between April 2001 and October 2003.  
After the budget was updated in October 
2003 we again found no evidence of 
further updates until October 2005.  In 
addition, the cost of in-house staff was not 
included until after our audit began in late 
2005.  Moreover, in October 2005, the 
Department told us the Project’s total cost 
would be $75.5 million though March 31, 
2006. However, one month later the 
Department found an error in the number 
of full time staff assigned to the Project 
and adjusted cost upwards by $12.3 
million to account for this mistake. It took 
the Department nearly seven months to 
provide us with budget updates.  

 
 These findings are the basis for our 

conclusions that the Department did not 
carefully track and monitor costs. In 
addition, the Department’s response does 
not reflect that the estimated project 
completion date was extended from 
March 2006 to March 2008 and that the 
project’s current estimated total cost 
($144.2 million) will be nearly $80 
million more than the amount originally 
budgeted.  

 
2. We acknowledge that it is normal to have 

budget revisions for a project as extensive 
as e-MPIRE. However, we questioned 
whether the revisions were timely and 
adequately documented.   Specifically, the 
Department lacked documentation to 
support its 2003 revision.  Furthermore, 
in-house staff costs were not included to 
the budget until 2005, after we 
commenced our audit field work.  Given 
the lengthy, multi-year time frame of e-
MPIRE and the magnitude of its projected 
cost increases and total cost ($144.2 

million), we concluded that more frequent 
and formal revisions to the budget were 
warranted.  

 
3. Despite the Department’s assertion, 

officials acknowledged that there were 
deficiencies in certain hiring and payroll-
related practices, and they have agreed to 
implement our recommendations. 

 
4. The objective of our audit was not to 

determine whether or not the project was a 
success story.  Rather, our objective was 
to determine if the Department had 
properly controlled and monitored the 
costs of the development of the e-MPIRE 
system.   

 
5. The Department had difficulty throughout 

the audit providing us with pertinent 
budget information.  Specifically, the 
Department could not provide us with a 
complete cost estimate until March 20, 
2006, more than 7 months after we 
initially requested such information.  
Department officials were also unable to 
provide us with documentation of any 
comparisons of total actual costs with 
total budgeted costs. 

 
6. Although the project began in the spring 

of 2001 and the OFT guidelines were 
issued in the fall of 2001, the Department 
should have followed the guidelines at 
that time and for any subsequent budget 
revisions.   

 
7. Although certain cost information may 

have been available from various sources, 
it was not properly summarized for 
effective project monitoring purposes.  
Moreover, as noted in our report, the 
Program Manager Expenditure Report 
(which is used by senior Department 
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management) was inaccurate until 
September 2005, after we began our audit 
fieldwork.  In addition, until November 
2005, total expenditures for the e-MPIRE 
project were not presented discretely on 
reports to senior management.  Instead, 
the personal service costs of Department 
staff working on the project were included 
in the amounts reported for the 
Department’s entire Enterprise Services 
Division, which has other information 
technology responsibilities in addition to 
e-MPIRE. 

 
8. Irrespective of e-MPIRE’s effect on 

overall Department staffing levels, 
officials needed to maintain complete and 
accurate project staffing data to help 
ensure that e-MPIRE was within budget.  
However, we determined that the Program 
Manager Expenditure Report consistently 
and significantly under-reported the 
number of FTE Department staff assigned 
to the project until September 2005, after 
our audit fieldwork began.  For example, 
in January 2004, a total of 53.6 FTE staff 
was reported on the Program Manager 
Expenditure Report.  However, project 
management reported the number of FTE 
staff assigned to e-MPIRE at that time 
was actually 138 (a difference of 84.4 
FTE staff).   

 
9. The Department’s assertion is misleading.  

It does not reflect the facts that a 
significant amount of e-MPIRE work was 
performed by Department staff and that 
the project was originally scheduled for 
completion in 2006 (as opposed to 2008).   
Furthermore, when we requested 
supporting documentation for the increase 
in budgeted costs (from $64.6 million in 
2001 to $83.3 million in October 2003), 
officials told us that they had not retained 
it. 

 

10. We acknowledge the critical need for the 
e-MPIRE project.  However, the need for 
the project did not obviate the Department 
from its responsibility to ensure that the 
related costs were properly controlled and 
monitored. 

 
11. Although the Guidebook has no set 

schedule for budget and timeline 
revisions, it directs management to 
recalculate the budget to complete specific 
project activities as more detailed 
information becomes known.  The 
Department did not do this consistently.   
Moreover, we note that the amount of the 
project’s current budget (of $144.2 
million) exceeds the original budget (of 
$64.6 million) by 123 percent.  Also, we 
reiterate that it took the Department seven 
months to provide us with documentation 
of budget updates. 

 
12. Although the Department asserts that its 

hiring process was effective, for certain 
consultants (as detailed in our report) the 
Department could not provide us with the 
required resumes.  Further, the resumes 
for other consultants indicated that they 
did not possess the prescribed qualifying 
experience.  Consequently, we maintain 
that the Department’s process for hiring 
consultants was not as effective as it 
should have been.  

 
13. The Department’s statement is 

misleading.  In fact, the Department’s 
process, as noted in the report, failed to 
identify these discrepancies prior to 
payment. Moreover, officials requested 
the consultants to provide revised 
timesheets, supporting the hours claimed 
on the invoices in question, only after we 
brought the billing discrepancies in 
question to their attention many months 
later.  We continue to question the 
apparent overpayments to these two 
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consultants because the revised time 
sheets were not contemporaneous with the 
related claims from (and payments to) 
them.  

 
14. The Department’s statement is 

misleading.  In fact, the Department 
identified the overpayment to Ajilon only 
as a result of our audit (after we requested 
the timesheets corresponding to the 
payments in question).  In addition, we 
continue to question the remaining 
$14,570 in overpayments because the 
revised timesheets (the Department 
provided to us) were prepared in response 
to our audit determinations and were not 
contemporaneous with the related claims 
from (and payments to) Ajilon. 

 
15. As the report states, consultants are paid 

on an hourly basis.  Some of them are 
billed at rates in excess of $200 hourly.  
We identified 81 consultants who 
consistently worked in excess of 200 
hours per month; some worked more than 
250 hours per month.  Moreover, we 
noted that these consultants were often 
unsupervised and unobserved by 
Department employees.  Therefore, we 
maintain that officials need to establish 
and implement formal policies and 
procedures to monitor extra hours 
(overtime) worked by consultants. 

 
16. We acknowledge that our audit tests are 

not part of the normal administrative 
process to verify hours worked by 
consultants.  However, our tests 
demonstrate the Department’s 
vulnerability to excessive billings and 
cause us to question the validity of some 

 of the extra hours claimed by them.  As 
noted in our report, one consultant 
employee reported working more than 300 
hours per month during March and April 
2004.  This appears highly unusual and 
may be indicative of the need to tighten 
controls over the overtime worked by 
consultants.  We also acknowledge that 
Department officials have agreed to assure 
off hours and overtime policies are closely 
followed.  We urge Department officials 
to consider formal pre-approval when 
overtime is significant. 

 
17. Given the magnitude of the consultant 

costs involved (estimated at more than 
$94 million, at hourly rates sometimes 
exceeding $200), we believe that 
Department officials should formally 
negotiate hourly rates, rather than rely 
solely on informal, undocumented 
conversations with contractors.  
Consequently, officials should maintain 
documentation of their negotiation efforts. 

 
18. The objective of our audit was to 

determine if the Department had properly 
controlled and monitored the costs of the 
development of the e-MPIRE system.  
Our audit scope did not include an 
analysis of the opportunity costs 
associated with e-MPIRE.   




